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RESPONSES TO THE VERBAL COMMENT RECEIVED ON IDENTIFYING PROJECTS 

TO PRIORITISE ON THE ASB’S WORK PROGRAMME FOR 1 APRIL 2020 TO 31 

MARCH 2023 (ED 171) 

The Accounting Standards Board (Board) approved the Exposure Draft on Identifying 

Projects to Prioritise on the ASB’s Work Programme for 1 April 2020 to 31 March 2023 (ED 

171) in October 2018 for comment. A Notice was also published in the Government Gazette 

on the 12th of October 2018 (Notice 41970). The comment period closed on 28 February 

2019.  

The Exposure Draft was discussed with preparers, auditors and consultants by way of 

workshops, roundtable discussions or other meetings as listed in the table on the next page.  

The results from the workshops, roundtable discussions or other meetings are summarised 

in this document into general and specific matters and include the Secretariat’s proposed 

responses to the comment received.  
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CLASSIFICATION OF VERBAL COMMENT RECEIVED ON IDENTIFYING PROJECTS TO 

PRIORITISE ON THE ASB’S WORK PROGRAMME FOR 1 APRIL 2020 TO 31 MARCH 2023 

 

No. Name/Organisation Total Preparers 

 

Users 

 

Auditors Other 

interested 

parties 

1. South African Local 

Government Association 

(SALGA) 

 X X   

2. National Treasury (OAG and 

Public Finance) 

  X   

3. Department of Co-operative 

Governance and Traditional 

Affairs (COGTA) 

  X   

4. Public Sector Accounting 

Forum (PSAF) (February)  

 X X X X 

5. Provincial Accountants-

General (PAG) Forum 

 X    

6. Roundtable discussion 

(preparers) 

 X    

7. Roundtable discussion (firms)  X  X  

8. City of Cape Town  X    

9.  North West Provincial Treasury  X    
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NO.  COMMENT SECRETARIAT’S PROPOSED RESPONSE 

 Issue #1 – Request for feedback on local initiatives 

The Board has potential capacity to take on at least three new local initiatives over the period 2021-2023.  

(a) Which of the projects outlined above do you believe the Board should undertake (if at all) and why? 

• Review of GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors.  

• Review of GRAP 1 Presentation of Financial Statements – Part A only, Part B only, or both Part A and B.  

• Liquidation basis of accounting.  

(b) Are there any other suggested topics that should be considered by the Board?  

Please evaluate the proposed projects using the criteria in paragraph 10, and consider the urgency of the issue. 

1.1 SALGA  

1.1.1 Support was expressed for the projects to review GRAP 3 and GRAP 1. 

It was noted that the review of GRAP 1 and the development of 

performance measures should be linked to broad public financial 

management principles, as well as the provisions of the Municipal 

Finance Management Act and related circulars. 

Noted. Strong support was received for the review of GRAP 3 and as a 

result, the Secretariat proposes adding this project to the work 

programme.  

While some support was received for the review of GRAP 1, many 

respondents indicated that standardising presentation may not be 

appropriate given that entities in the public sector undertake different 

activities. As entities are currently experiencing difficulties with reforms 

like the MSCOA, this project may be for more entities with more 

advanced reporting practices. Based on the views received, the 

Secretariat does not propose adding this project to the work programme. 

1.1.2 It was observed that the most significant concern at present in local 

government is the implementation of the municipal standard chart of 

accounts (MSCOA). There are no specific accounting issues that need 

to be addressed. Ongoing issues with asset management are however 

still experienced.  

 

Noted. No action required.  
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1.2 National Treasury  

1.2.1 It was questioned whether there is a need for the liquidation basis of 

accounting, and how pervasive this issue is in the public sector. It was 

observed that in most instances, the services provided by an entity 

would continue to be provided by another entity.  

It was agreed that if work is undertaken in this area, it should be on how 

to interpret going concern in the public sector, as well as providing 

guidance on how the financial statements should be prepared if the 

going concern assumption cannot be supported.  

Noted. As strong support was received for the project – both to develop 

guidance on the liquidation basis and review the interpretation of the 

going concern principle – the Secretariat proposes adding a project to 

the work programme.  

1.2.2 Support was expressed for the other projects.  Noted. See the response to comment 1.1.1 above.  

1.2.3 Three areas were identified where disclosure needs to be standardised:  

• Presentation of the reconciliation of impaired debt. A request was 

also made that impairment of debt should be presented per type of 

service for municipalities.  

• The calculation and presentation of technical losses related to water 

and electricity.  

• Repairs and maintenance (total amount spent on all assets).  

 

Noted. The first two requests are sector specific and therefore cannot be 

accommodated within the principles of GRAP 104 Financial Instruments 

and GRAP 12 Inventories. This information may be available through the 

MSCOA data submitted.  

 

Noted. The Board could consider whether this information would be 

helpful in the Improvements Project (2023).  

1.3 COGTA  

 No specific comments raised on the projects identified.  Noted. No action required.  

1.4 PSAF   

1.4.1 Support was expressed for the project on GRAP 3. The following was 

observed: 

• Any changes to GRAP 3 should be considered in the context of 

materiality. Participants indicated that there is a misunderstanding 

among preparers about the role of materiality. They do not 

understand the difference between applying materiality in preparing 

Noted. See the response to comment 1.1.1. The Guideline on The 

Application of Materiality in Financial Statements may address some of 

the issues raised.  
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the financial statements and audit materiality.  

• There is an increase in the number of prior year adjustments/errors 

reported in the financial statements, many of which are immaterial. 

Many of these changes are driven by adjustments identified by the 

auditors and included on the “overs and unders” schedule. A view 

was expressed that immaterial adjustments and corrections of prior 

period errors may affect how users perceive the financial 

management environment at entities (i.e. the increased reporting of 

immaterial errors may cause users to ask why/how so many errors 

arise).  

• Preparers do not understand why they prepare financial statements, 

and that they should consider the needs of users. There is a 

perception that the financial statements are prepared for the auditors, 

and all corrections suggested by them should be made. There is also 

an over emphasis on ‘clean audits’ rather than focusing on what 

information users need in the financial statements.  

 

 

 

 

 

 

1.4.2 There was limited support expressed for this project. It was noted that 

GRAP 1 allows the use of sub-totals and is not prescriptive about how 

revenue and expenses should be reported.  

It was observed that standardisation has implications for entities as 

processes and systems would need to be changed.  

This project may be better suited for a more sophisticated financial 

management environment.  

It was also noted that in the local government environment entities are 

still finding the implementation of MSCOA challenging, and any 

additional standardisation/customisation of reporting will be difficult for 

entities to implement.  

Noted. See the response to comment 1.1.1 above.  

1.4.3 Support was expressed for the project on the liquidation basis. 

Participants indicated that the project should include two components:  

• Developing guidance on the liquidation basis of accounting where a 

Noted. See the response to comment 1.2.1. 
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public sector entity is being wound-up and net assets either 

distributed or transferred to another entity.  

• Guidance is needed on potential disclosures that should be made 

when an entity is not a going concern, but it is not being liquidated, 

i.e. there are potential issues for how an entity would meet its 

obligations in the next reporting period.  

It was observed that the Board should understand how the auditors 

assess going concern as specific ratios/factors are considered. The 

definition of going concern in the Standards of GRAP and how it is 

applied may need to be reviewed as a result. It was also observed that 

there may important to stress the difference between going concern as 

defined in the Standards of GRAP and the sustainability of an entity’s 

operations.  

1.4.4 Participants indicated that the following issues exist in practice that may 

need to be addressed:  

Correction of prior period errors and restatements 

The GRAP guide issued by the National Treasury on GRAP 3 indicates 

that adjustments for prior period errors or restatements should be made 

against accumulated surplus or deficit. Participants indicated that error 

or restatements should be corrected against the relevant line item, 

otherwise there may be differences between the financial statements 

and the underlying systems.  

There seems to be a misunderstanding between corrections of errors 

and restatements. There are also a number of immaterial corrections of 

errors/restatements reported individually in the financial statements.  

Restatements or corrections or prior periods errors using the different 

versions of the MSCOA can be difficult from a system perspective. 

 

 

 

Noted. The National Treasury is currently revising its GRAP Guidelines 

and this will be highlighted to them.  

 

 

 

Noted. The Guideline on materiality may help to change practice.  

 

Noted. This observation will be shared with the National Treasury.  
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 Asset management 

There is a misunderstanding between the principles of asset 

management and reporting on the management of assets using 

Standards of GRAP. Entities should question how they apply the asset 

related Standards of GRAP and what is perceived as an ‘asset’ for 

entities. For example, chairs may not be an ‘asset’ for an entity with 

infrastructure intensive operations.  

Guidance is needed on the part disposal of an asset, particularly where 

the component being disposed of was not recognised separately. 

Practical solutions for how to resolve these issues should be developed.  

It is unclear what is the difference between ‘significance’ and ‘materiality’ 

in the Standards of GRAP. 

Noted. The Guideline on The Application of Materiality in Financial 

Statements may assist with the asset-related issues in practice as 

entities only need to apply the Standards of GRAP to material 

transactions and events.  

 

 

 

GRAP 17 Property, Plant and Equipment provides guidance on this 

issue. 

Noted. There was guidance included in the Discussion Paper on 

materiality. It may be appropriate to issue this as a FAQ.  

 Policies on the application of Standards of GRAP 

It was noted that entities do not develop policies on how to apply the 

Standards of GRAP to transactions and events. If they do exist, they are 

often developed by a consultant with no tailoring to the entity’s 

Noted. The Guideline on materiality may assist with these issues.  
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circumstances. 

1.5 PAG Forum  

1.5.1 Support was expressed for the project on the liquidation basis of 

accounting, and particularly assessing going concern in the public 

sector. It was observed that entities are often unable to indicate that they 

are a going concern, with questions being raised about the basis of 

accounting that should be applied.  

Support was also expressed for the project to revise GRAP 3 as this will 

assist with practical issues that entities face.  

Noted. See the response to comment 1.1.1 and 1.2.1.  

1.5.2 Participants indicated that it would be useful if the ASB could compile a 

document outlining all the reporting requirements from the Standards of 

GRAP and legislation.  

Noted. As the ASB does not regulate legislative reporting requirements, 

it may be more appropriate for the National Treasury to assist with this  

request.   

 

1.6 Roundtable discussion (preparers)  

1.6.1 GRAP 3 

Support was expressed for this project. Participants noted that resolving 

how to consider the effects of decisions about materiality is critical. As 

many issues are experienced with materiality decisions related to 

assets, it is important to have clear accounting guidance.  

Noted. See the response to comment 1.1.1 

1.6.2 GRAP 1 

Participants were of the view that some of the initial proposals in the 

project might be more advanced than entities’ current reporting, for 

example, understanding what specific measures users may focus on 

when assessing performance. It was observed that if the project links 

presentation in the statement of financial performance and the notes to 

materiality, then the project may be useful. For example, it was observed 

that there are issues with how information is (a) labelled (e.g. auditors 

insisting on line item called ‘receivables from exchange transactions’ 

when there is a clear link in the accounting policies to more easily 

Noted. See the response to comment 1.1.1. 
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understood terms and that they arise from exchange transactions), (b) 

presented (e.g. the exact line items indicated in the Standards of GRAP 

are presented even if immaterial) and the level of aggregation (e.g. 

immaterial items are separately disclosed). 

With the impending issue of the Guideline on The Application of 

Materiality to Financial Statements, it may be appropriate to slightly 

change the focus of the GRAP 1 project.  

It was observed that users of the financial statements currently focus 

more on performance information rather than identifying key 

performance measures from the financial statements.  

1.6.3 Liquidation basis of accounting 

Participants observed that this is an area where guidance is lacking. 

From an oversight perspective, an entity may produce financial 

statements one year, only to find that next year the entity no longer 

exists. It would be useful to have clearer accounting guidance to indicate 

to users of the financial statements that the entity could be liquidated, 

wound up, functions transferred to another entity, etc.  

It was observed that this guidance is urgent given the current economic 

environment because (a) the separate existence of many entities is 

being questioned, and (b) entities are in financial distress.  

Noted. See the response to comment 1.2.1. 

1.6.4 Reporting of information to citizens 

Some participants indicated that this type of information would be useful 

and asked if the Board would be progressing work in this area. It was 

however acknowledged that this type of reporting may be for entities that 

are more advanced in their financial reporting.  

Noted. The Board agreed to publish the results of research in a 

Research Paper. The Board will not be progressing work in this area in 

2021-2023. It was agreed that it may be appropriate to consult on this 

topic in the next work programme consultation.  

1.6.5 Revenue 

It was observed that the accounting for traffic fines is still contentious. 

Many preparers do not agree with the current accounting using 

Standards of GRAP. It was observed that there are frequently audit 

Noted. With the issue of IGRAP 20 Adjustments to Revenue and the 

related amendments to IGRAP 1 Applying the Probability Test on Initial 

Recognition this issue may be resolved.  
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issues related to the data and assumptions used to calculate revenue. 

Participants indicated that this could be an indication of the maturity of 

the process (i.e. it takes time to develop appropriate models, and entities 

may not appropriately document the process followed and assumptions 

made).  

1.6.6 Non-current assets held for sale (and disposal groups) 

Participants discussed whether the requirements for non-current assets 

held for sale should be re-instated, particularly for subsidiaries acquired 

with a view to resale in the near future.  

Participants indicated that the issue does not appear to be pervasive, 

and it is unlikely that these acquisitions would meet the criteria to be 

classified as a disposal group (i.e. that the disposal group is available for 

sale in its current state, and that this should be done in one year). 

Noted. No action required.  

1.7 Roundtable discussion (firms)   

1.7.1 Liquidation basis of accounting 

It was unclear how often guidance on the liquidation basis of accounting 

would be needed. Support was however expressed for undertaking work 

on what entities should do when they cannot assert that they are going 

concern but will not be liquidated. Participants also indicated that this 

project could, for example, consider providing guidance on potential 

disclosures when there is a going concern risk, and other matters that 

could be considered (e.g. measurement of assets).  

Noted. See the response to comment 1.2.1 above.  

1.7.2 GRAP 1 

There was limited support for the project if the focus is on developing 

‘standardised’ presentation in the statement of financial performance. It 

was noted that because the operations of entities vary (e.g. public 

entities versus municipalities), it may be difficult to standardise line 

items, sub-totals, etc. If a project on presentation in the financial 

statements is undertaken, it should focus on:  

Noted. See the response to comment 1.1.1 above.  
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(a) research to understand what items in the financial statements users 

find most useful and how they are used (including certain sub-totals); 

and  

(b) understanding what the requirements are of the budget office 

(national, provincial and local), and aligning the presentation in the 

financial statements as far as possible. 

1.7.3 GRAP 3 

Support was expressed for the project to revise GRAP 3.  

 

Noted. See the response to comment 1.1.1 above.  

1.7.4 Other projects  

Participants made suggestions to potentially undertake projects in the 

following areas:  

• Understanding the differences between Standards of GRAP and the 

MCS and how the National Treasury intends bridging the gap towards 

full adoption of accrual accounting. It was also questioned how (or if) 

taxpayers are provided with a holistic view of national, provincial and 

local government, particularly given the different reporting frameworks 

applied.  

• The disclosures required by legislation (PFMA, MFMA and others) 

should be reviewed to assess if they are useful to users of the 

financial statements.  

• Matching the requirements of GRAP 104 to compliance requirements 

(e.g. producing guidance that indicates that if an entity has certain 

transactions in GRAP 104, then these are the relevant compliance 

issues that need to be considered).  

 

 

 

Noted. As the MCS is the responsibility of the National Treasury, this 

request will be shared with them.  

 

 

 

Noted. See the response to comment 1.5.2 above.  

 

 

Noted. This comment will be shared with the National Treasury as this 

may be useful guidance to include in the GRAP Guideline.  

1.7.5 Non-current assets held for sale (disposal groups) 

Participants discussed the need to re-instate the requirements for 

disposal groups in IFRS 5 to deal with instances where development 

Noted. No action required.  
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agencies and others provide non-recourse financing to third parties so 

as to not consolidate entities where control exists.  

It was agreed that re-instating the requirements would not assist as the 

requirements of IFRS 5 indicate that (a) the disposal group must be 

available for sale in its current state – in most instances the development 

agency will need to operate the entity acquired for a significant period of 

time in order for it to become profitable/viable; and (b) the sale should be 

completed within 1 year from acquisition. Neither of these requirements 

are likely to be met.  

1.7.6 Accounting for climate change and related risks 

Participants discussed whether, in response to recommendations from 

the Financial Stability Board, the ASB should issue accounting guidance 

for climate change and other related risks. It was observed that some 

standard-setters are suggesting that these issues be considered by 

entities when they apply materiality.  

Participants agreed that, while this is important, it may be too advanced 

given the current level of compliance and the skills gap. As the report 

from the FSB does outline potential accounting implications (along with 

other areas of financial reporting that may be affected), it was agreed 

that the report should be published with the materiality guideline on the 

ASB’s website.  

Noted. No action required.  

 

 

 

 

Noted. A link will be added to the website of how the information can be 

accessed.  

1.8 City of Cape Town  

 No adverse views were expressed about the proposed projects.  Noted. See the response to comments 1.1.1 and 1.2.1.  

1.9 North West Provincial Treasury  

 The Board should develop a reporting framework for tribal authorities.  Noted. The reporting by tribal authorities is outside the Board’s mandate. 

The National Treasury has developed a draft framework and is 

consulting with affected parties.  
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 Issue # 2 – Request for feedback on maintenance of Standards 

Are there any specific issues that the Board should consider to maintain the existing suite of Standards?  

Please provide a brief description of the issue or the nature of the project.  

Please evaluate the proposed projects using the criteria in paragraph 10, and considering the urgency of the issue. 

2.1 SALGA  

 No specific comments raised.  Noted. No action required.  

2.2 National Treasury  

 No specific comments raised.  Noted. No action required. 

2.3 COGTA  

 No specific comments raised on the projects identified.  Noted. No action required. 

2.4 PSAF  

 It was observed that the Appendices to the GRAP Reporting Framework 

are too long and difficult to navigate (particularly because three year’s 

reporting frameworks are included in Directive 5 Determining the GRAP 

Reporting Framework). It was suggested that instead of publishing the 

complete list each year, it may be appropriate to merely publish the 

changes for the year in an Appendix. A complete list could be made 

available on the website as additional information.  

Noted. This change will be considered when developing the 2020/2021 

reporting framework.  

2.5 Roundtable discussion (preparers)  

 It was indicated that Directive 5 is still important as it explains what 

Standards are applicable for particular reporting periods. Directive 5 

remains relevant given the frequent changes in staff in the public sector.  

Noted. No action required.  

2.6 Roundtable discussion (firms)  

 Support was expressed for the projects to maintain Standards of GRAP. Noted. No action required.  
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2.7 City of Cape Town  

 No adverse views were expressed about the proposals.  Noted. No action required. 

 Issue # 3 – Request for feedback on projects to maintain alignment with IPSASs 

(a) The Board believes that it has the capacity to undertake three IPSAS projects. Do you agree that the Board should undertake the three 

projects listed in paragraph 37?  

• Social Benefits 

• Leases 

• Public Sector Combinations 

(b) The Board believes that it should issue an equivalent of IFRIC 22 (see paragraph 40). Do you agree with this proposal? Please provide 

rationale for your response.  

3.1  SALGA  

 Support was expressed for the proposed projects.  Noted. As support was received for all the projects, the Secretariat 

proposes adding them to the work programme.  

3.2 National Treasury  

 Support was expressed for the proposed projects.  Noted. See the response to comment 3.1. 

3.3 COGTA  

 No specific comments raised on the proposed projects.  Noted. See the response to comment 3.1.  

3.4 PSAF  

 No adverse views were expressed on the projects. Participants indicated 

that the timing of any projects that align with new IFRS Standards should 

be considered carefully by the Board. It was observed that the IFRS 

should be implemented in the private and practice allowed to develop 

before application in the public sector is considered.  

Noted. See the response to comment 3.1. The Secretariat will consider 

this in commenting on proposed effective dates of the IPSASB’s 

projects.  

3.5 Roundtable discussion (preparers)  

 Participants generally supported the proposals for the international Noted. See the response to comment 3.1. The number of new projects 
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projects proposed by the Board. The support was however indicated in 

the context of ‘not doing too many new things’ in the 2021-2023 period 

(see the comments in 6.3.1).  

and their timing has been considered in proposing the three-year work 

programme.  

3.6 Roundtable discussion (firms)  

 Support was expressed for the projects to maintain alignment with 

IPSASs and IFRSs. 

See the response to comment 3.1. 

3.7 City of Cape Town  

 No adverse views were raised about the proposed projects.  See the response to comment 3.1. 

 Issue # 4 – Request for feedback on projects to promote the adoption of the Standards of GRAP 

The Board believes that it should continue to monitor developments regarding the proposed adoption of accrual accounting by national 

and provincial departments and make recommendations when required.  

Should the Board issue any new Standards of GRAP (based on the projects identified through this consultation) transitional provisions 

will be developed as part of that process.  

(a) Do you agree with the Board’s proposals? Please provide supporting rationale for your answers.  

(b) Do you believe that the Board should develop educational material for users of the financial statements? If yes, from which other 

objective should a project be prioritised?  

(c) Are there any other projects the Board should consider?  

4.1 SALGA  

4.1.1 (a) Support was expressed for the proposals.  Noted. No action required.  

4.1.2 (b) Strong support was expressed for developing educational material to 

assist users to understand the financial statements, and that another 

technical project should be sacrificed to prepare this material (no 

specific view on which project). It was noted that councillors, citizens 

and the media would benefit from such information being made 

available. Communication specialists should be involved in the 

project to make sure that the information is simple to understand, 

e.g. through the use of visual aids.  

[Proposal to be discussed] 
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4.1.3 (c) No specific projects were identified.  Noted. No action required.  

4.2 National Treasury  

4.2.1 (a) Support was expressed for the proposals.  Noted. No action required.  

4.2.2 (b) There was no support for the development of educational material. It 

was observed that there are many organisations that have published 

similar information.  

[Proposal to be discussed] 

4.2.3 (c) No specific projects were identified.  Noted. No action required.  

4.3 COGTA  

 No specific comments raised on the projects. It was observed that any 

educational material should be developed on the basis that the 

accounting policies of an entity should clearly explain to users of the 

financial statements what the various line items mean, and how the 

entity has accounted for them.  

[Proposal to be discussed] 

4.4 PSAF  

4.4.1 (a) Participants expressed concern about the lack of adoption of accrual 

accounting by national and provincial departments. It was observed 

that there is a perception that National Treasury is losing confidence 

in accrual accounting in the public sector because it has not made a 

clear decision about the adoption of Standards of GRAP by 

departments. It was suggested that the Board should have strategic 

discussions with the relevant parties on the adoption of accrual 

accounting by all entities in the public sector.  

[Proposal to be discussed] 

4.4.2 (b) Participants supported the need for educational material but noted 

that the education of users is not a once off process and is not the 

sole responsibility of one entity. The following was discussed:  

• The ASB already has limited resources, and that this project 

would place an additional burden on the ASB’s resources.  

• The ‘users’ of the financial statements should be stratified so 

[Proposal to be discussed] 
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that their educational needs can be identified. For example, 

financial institutions and analysts may not require any (or only 

limited) information about the financial statements and what 

they mean.  

• The training programme for politicians does not include any 

discussion on the financial statements, which means that they 

are ill equipped to exercise oversight over the financial 

statements.  

• Some users are well informed about the modified cash basis of 

accounting, but not on Standards of GRAP. These users often 

(erroneously) apply the modified cash principles when 

reviewing financial statements prepared using Standards of 

GRAP.  

4.4.3 (c) While no specific projects were raised, participants noted the 

following regarding the adoption of Standards of GRAP by entities:  

• The transitional periods for the adoption of the Standards is 

often too short. More time needs to be provided as sometimes 

just the procurement of a system (and/or proposed changes) 

takes more than a year.  

• The one year lead time for making amendments available 

before they become effective may be too short given the 

potential changes required to systems, processes, etc.  

• The Board should consider ‘piloting’ the requirements of the 

Standards before the transitional provisions are developed and 

the effective date determined as entities are often unfamiliar 

with the specific skills, complexities in implementing a new 

Standard or changes, until they attempt this practically.  

• The Board should ‘think outside the box’ and consider how a 

phased in approach could be considered in implementing 

certain Standards of GRAP.  

Noted. The Secretariat will consider whether any changes can be made 

to the Board’s due process and other policy documents. The Secretariat 

will engage with the National Treasury and AGSA on the legacy issue to 

understand if it can be resolved.  
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• The retrospective application of the Standards and what this 

means should be better communicated to preparers.  

• There are a number of legacy issues that need to be resolved 

regarding the retrospective application of the Standards. For 

example, opening balances cannot be determined for several 

transfers of functions at local government in 2016. 

Qualifications continue to be expressed on the opening 

balances which detracts from the progress made by entities on 

properly accounting for new transactions. It was requested that 

strategic discussions be held by the trilateral parties on how 

these issues could be resolved.  

 

4.5 PAG Forum  

4.5.1 (a) Participants indicated that it is the ASB’s mandate to develop 

Standards of GRAP for national and provincial departments. More 

should be done to move these entities onto accrual accounting.  

[Proposal to be discussed] 

4.5.2 (b) Some participants supported the project. Others indicated that the 

Board should understand for whom the educational material is being 

produced, and what specific information these users may need (e.g. 

the media and financial institutions are likely to have different 

needs). It was also indicated that different material may need to be 

produced for different entities and/or sectors.   

[Proposal to be discussed] 

4.5 Roundtable discussion (preparers)  

4.5.1 (a) Participants indicated that there is unlikely to be any change in the 

status quo within the next 5-10 years as preparers still find it difficult 

to understand accrual accounting in the MCS environment. There 

are also other limitations such as system issues.  

[Proposal to be discussed] 

4.5.2 (b) Support was expressed for the development of educational material 

on both the purpose and intent of the financial statements as well as 

[Proposal to be discussed] 
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for individual standards. Some participants questioned whether this 

is the ASB’s role.  

4.6 Roundtable discussion (firms)  

4.6.1 Adoption of Standards of GRAP by departments 

Participants noted that the application of different reporting frameworks 

by departments and public entities has had negative effects on the 

financial reporting by public entities. Many public entities do not 

understand that ‘standards of grap’ and ‘Standards of GRAP’ are not the 

same. This has resulted in public entities applying the ‘mirror’ accounting 

to their line ministry or departmental counterpart when this is 

inappropriate (for example, applying GRAP 109).  

More should be done to explain the differences between the Standards 

and the MCS and understanding how the differences can be 

reduced/overcome.  

As the MCS is issued by the National Treasury, this suggestion will be 

shared with them.  

[Proposal to be discussed] 

4.6.2 Educational material  

Participants indicated that there is merit in undertaking the project as 

entities themselves do not understand what financial statements are and 

why they are prepared. This often results in consultants being appointed. 

It was noted that the project could also include adding a preamble to 

each Standard explaining their role, objective etc.  

It was agreed that the ASB should work with the National Treasury to 

disseminate this type of information to ‘citizens’ through the various 

portals it hosts.  

It was observed that the ‘users’ are a diverse group of stakeholders and 

that they have different needs.  

[Proposal to be discussed] 

4.7 City of Cape Town  

 While no specific views were expressed about whether educational 

material should be developed, it was indicated that the user group is 

diverse, with different information needs. If this work is undertaken, it 

[Proposal to be discussed] 
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would need to be clear which user group is being targeted.  

 Issue # 5 – Request for feedback on projects to monitor the application of the Standards of GRAP 

Post-implementation reviews 

The Board can undertake one post-implementation review. Should the review be undertaken on an existing pronouncement, or one of the 

pronouncements in paragraph 50? 

Desktop reviews 

The Board can undertake at least three desktop reviews. Should the application of any specific pronouncement be reviewed, and/or what 

specific issues identified in practice could be reviewed? Topics could be drawn from the list in paragraph 53 or alternative topics 

suggested based on effective pronouncements of the Board.  

 

5.1 SALGA  

5.1.1 Support was expressed for the desktop reviews of GRAP 24, 12 and 2. 

No views were expressed about GRAP 18 as it is not yet applicable to 

local government.  

Noted. Based on support from respondents, the Secretariat proposes 

undertaking reviews on GRAP 2 Cash Flow Statements and GRAP 24 

Presentation of Budget Information in Financial Statements.  

The issues related to GRAP 12 Inventories may relate only to local 

government and are likely to deal with measurement rather than 

presentation issues. Measurement issues cannot be assessed in a 

desktop review.   

5.1.2 Concerns were raised about GRAP 13 on Leases and whether the 

Standard will be aligned with IFRS 16 on Leases. Under the current 

model, some assets may not be accounted for at all on the government’s 

statement of financial position, and this was considered inappropriate. 

Noted. This will be considered in the alignment of GRAP 13 with the new 

IPSAS on Leases (which will be based on IFRS 16).  

5.1.3 It was suggested that the Board undertake a project to assess the costs 

of complying with the Standards of GRAP. The project should focus on 

time and money expended by entities to comply with the Standards. This 

could be used to justify different Standards for different entities.  

Noted. The Board has concluded its work on whether different reporting 

requirements should exist for different entities. The results of the 

research will be published in a Research Paper. The Board concluded 

that different reporting for different entities is inappropriate.  
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5.2 National Treasury  

 No specific project was identified for the post-implementation review. 

Support was expressed for the cash flow project as this information is 

used by various parties.  

Noted. See the response to 5.1.1 above.  

5.3 COGTA  

 No specific issues raised on the proposed projects. No project identified 

for post-implementation review.  

Noted. No action required.  

5.4 PSAF  

 Participants indicated that a post implementation review may be useful 

on the amendments made to the Standards of GRAP on impairment of 

assets, i.e. the designation of assets as cash or non-cash generating.  

It was also observed that a review of the Standards of GRAP on 

revenue, principals and agents and service concession arrangements 

and their interaction may be needed.  

Support was expressed for the reviews of GRAP 23, 2 and 12. In 

particular it was observed that the issues with GRAP 12 are likely to 

relate to the measurement of inventory – particularly water inventory.  

 

 

A suggestion was also made to review the classification of plans under 

GRAP 25 Employee Benefits. Entities incorrectly classify plans as state 

or multi-employer plans.  

Noted. As this received limited support, the Secretariat does not propose 

adding it to the work programme.  

 

Noted. Based on significant support received, the Secretariat proposes 

adding the review of GRAP 109 Accounting by Principal and Agents to 

the work programme.  

Noted. Based on feedback received, the Secretariat proposes adding 

the review of GRAP 2 to the work programme. As noted, the issues with 

GRAP 12 likely relate to measurement which is difficult to assess in a 

desktop review. The Secretariat does not propose reviewing GRAP 23 

as the IPSASB is in the process of revising this Standard.  

Noted. The Secretariat does not propose adding this to the work 

programme as it would be difficult to assess the classification of plans as 

part of a desktop review.  

5.5 PAG Forum  

 Participants indicated that a post-implementation review of GRAP 18 

should be undertaken as it would have been implemented by local 

government. Concerns have already been expressed about how the 

Standard will be implemented as there are different views between 

Noted. There was limited support received for GRAP 18, in part because 

local government will only apply the Standard from 1 July 2020.  

[Discuss proposal for 3rd desktop review or educational material] 
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municipalities and the National Treasury about what is considered a 

segment.  

Support was expressed for the topics for the desktop review. Regarding 

the review of GRAP 12, the following was noted:  

• There may be a need to review the revenue Standards if GRAP 12 

is reviewed, particularly the accounting for water losses.  

• There needs to be consistent reporting related to inventory of water 

and electricity.  

 

 

Noted. See the response to comment 5.1.1. above.  

5.6 Roundtable discussion (preparers)  

5.6.1 Participants suggested a post-implementation review of GRAP 109 on 

Accounting by Principals and Agents.  

Noted. See the response to comment to 5.4 above.  

5.6.2 Participants suggested a number of topics which could either be the 

subject of a post-implementation review or a desktop review (or other 

action taken):  

• Related party transactions. Given the differences with both IPSAS 

and IFRS, it would be useful to understand if the current 

disclosures provided by entities’ meet the Standard’s requirements.  

• GRAP 31 Intangible Assets (some entities have significant 

intangible assets related to IT systems).  

• IGRAP 18 Recognition and Derecognition of Land. 

• Guideline Housing Arrangements Undertaken in Terms of the 

National Housing Programme (there seems to be debate with the 

auditors about certain accounting treatments, particularly those 

linked to land).  

• GRAP 25 Employee Benefits (the undertaking of actuarial 

valuations and the use of actuaries, for example, does an actuary 

need to be used each year or can the assumptions/variables be 

rolled forward in between formal valuations).  

Noted.  

• No specific issues have been raised with GRAP 20.  

• The accounting for significant IT systems may be limited to specific 

entities. The issues are also likely to affect recognition, which is 

difficult to assess in a desktop review.  

• No issues have been raised as yet on IGRAP 18 as it is only 

effective from 1 April 2019.  

• No issues have been raised as yet on the application of the 

Guideline as it is only effective from 1 April 2019.  

• The issues on GRAP 25 will be raised with the National Treasury 

for inclusion in their GRAP Guideline.  

• IGRAP 20 provides guidance on the adjustments of revenue and 

the use of estimates.  

• The Board has just completed a review of the disclosures on capital 

work-in-progress as part of the review of the amendments to the 

Standards of GRAP on investment property and property, plant and 
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• Accounting for revenue using estimates (whether use of estimates 

acceptable and how to adjust these estimates to actual readings). 

• Review of the disclosures related to work-in-progress and when 

projects are seen as taking significantly longer to complete than 

expected.  

• GRAP 18 Segment Reporting (questions have been raised about 

how to implement, or if to implement, particularly for public entities).  

equipment and will publish a report later in 2019.  

• Mixed support was received for a review of GRAP 18 [discuss in 

context of third review or educational material] 

 

5.6.3 Support was expressed for the three projects identified by the Board for 

the following reasons:  

• Inventory – there is inconsistency in how entities prepare and 

present the reconciliation between the opening and closing 

balances, and more could be done to understand whether certain 

items are inventory (could also be linked to the Guideline on 

materiality) 

• Cash flow statement – there is inconsistent presentation of certain 

items, and standardisation would assist users.  

• Comparison of budget and actual information – issues were 

observed on the basis of presentation to use when the budget and 

financial statements are prepared on the same basis, as well as 

what items should be included in the comparison (e.g. statement of 

financial position, statement of financial performance, and/or 

notes).  

Noted. See the response to 5.1.1 above.  

5.6.4 Some participants indicated that public entities have expressed 

concerns about the application of Directive 12. Several requests for 

exemptions/deviations have been received by the National Treasury. 

Much of the concern seems to relate to publicly traded debt not being an 

automatic indicator of the need to apply IFRS.  

It was indicated that Directive 12 should be reviewed.  

 

Noted. This review is part of the work programme for 2017-2020.  
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5.7 Roundtable discussion (firms)  

5.7.1 Post-implementation reviews 

It was suggested that GRAP 109 be reviewed.  

Noted. See the response to comment 5.4 above.  

5.7.2 Desktop reviews 

Participants indicated the following regarding the desktop reviews:  

• There was support for undertaking a review of the cash flow 

statement given the diversity in practice.  

• There was support for reviewing compliance with GRAP 24 to (a) 

assess whether the Standard is being applied when required, and (b) 

assessing whether the presentation is correct.  

• There was limited support for reviewing compliance with GRAP 12. It 

was observed that this may go beyond a ‘desktop’ exercise as (a) 

many of the issues relate to how the various components of 

inventory are measured and (b) there are specific stakeholders that 

require specific information to be disclosed (e.g. losses, with specific 

measurement requirements for those losses) and that this is beyond 

the scope of the ASB’s mandate.  

• Support was expressed for reviewing compliance with GRAP 3, 

particularly in relation to how accounting policies are formulated, 

disclosure of immaterial items, including corrections of errors and 

restatements.  

Noted. See the response to comment 5.1.1 above.  

The issues arising from the application GRAP 3 may be mitigated by the 

issue of the Guideline on materiality.  

5.8 City of Cape Town  

 No specific issues were raised with the proposed topics.  Noted. No action required.  

 General feedback  

6.1 SALGA  

 Because the ASB does not have a provincial presence, there is still a 

limited understanding of who the ASB is and its role. It would be useful if 

Noted. While the information is available on the website, it may be the 

format in which it is available that needs to be considered.  
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there is educational material available on the ASB and its role.  

6.2 PSAF  

 The ASB should consider how it could better use other organisations 

such as SALGA and CIGFARO to disseminate information to entities.  

Noted. The Secretariat currently disseminates information through 

articles and seminars at present, other options will be discussed with 

SALGA and CIGFARO.  

6.3 Roundtable discussion (preparers)  

6.3.1 Participants indicated that preparers are finding it difficult to cope with 

the existing Standards and their implementation as a result of capacity 

and resource constraints. They indicated that there should not be too 

many new pronouncements/requirements introduced during the 2021-

2023 period.  

It was questioned how the National Treasury could assist these entities, 

but it was confirmed that they also have limited resources.  

Noted. This has been considered in deciding on the nature and timing of 

the projects for the 2021 to 2023 work programme.  

6.3.2 There is a need for constant refresher courses to make sure that 

preparers are up to date with the latest developments. This could be 

done with professional bodies. It was indicated that the provincial 

treasuries should play a more active role in supporting preparers. A 

‘train-the-trainer’ programme was suggested with the officials in the 

provincial treasuries. The Secretariat could develop material which could 

be presented to officials in the province.  

Noted. This suggestion will be raised with the National Treasury.  

6.3.3 IFRS is used when educating and training accountants. There needs to 

be an initiative to get educational institutions to teach Standards of 

GRAP. It would also be helpful if there is a GRAP ‘textbook’ to assist in 

the application of the Standards, as well as to understand the 

differences between IFRS and GRAP.   

Noted. The influencing of educational curricula and the development of 

educational material it outside the mandate of the ASB. These 

suggestions will be shared with the National Treasury.  

6.3.4 It would be useful for preparers to understand the process for issuing 

FAQs, e.g. how are topics decided, how are they agreed, etc.  

It was also observed that preparers often indicate that there were 

previously FAQs on issues but seem to have been withdrawn.  

Noted. Information will be added to the website outlining the process to 

develop FAQs.  

The older versions of the FAQs are reflected as archived versions and 

are available.  
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To make the FAQs more accessible, it might be appropriate to link FAQs 

to the home pages of specific pronouncements on the website.  

This suggestion will be considered in reviewing the website after tis 

relaunch.  

6.3.5 It was questioned how the Public Sector Accounting Forum operates. In 

particular, who is part of the group, what types of issues are discussed, 

and how is the information communicated more widely.  

Noted. The terms of reference will be made available on the website 

(and not only to members). Any person may request to participate in the 

Forum. Issues of widespread importance are communicated via FAQs.  

6.3.6 Participants requested that the Secretariat re-consider the scheduling of 

project group meetings. It may be easier for out-of-town stakeholders to 

have a full day meeting where various topics are discussed rather than 

discussing different topics on different days.  

Noted. The Secretariat has implemented potential changes to 

accommodate this request. 

6,3,7 Participants discussed the submission of written comments on the ASB’s 

exposure drafts. Some participants were of the view that it is important 

to submit written comments as this reflects an entity’s involvement in a 

project. Others indicated that they prefer participating in discussions as 

they appreciate the interactions with other preparers which may prompt 

further input from their perspectives.  

Preparers often struggle to understand the contents of an Exposure 

Draft and its implications. They indicated that it may be appropriate to 

prepare a presentation for each Exposure Draft along with a 

webinar/webcast/recording. This may help preparers to understand the 

contents and enable them to actively comment on the proposals. This 

could be linked to the ‘train-the-trainer’ initiative in the provinces.  

Preparers may not actively visit the ASB’s website to check for new 

pronouncements or exposure drafts. It was suggested that the ASB send 

out a communication to stakeholders to direct them to the website when 

specific information is added/comment requested.  

Noted. Presentations, along with an Executive Summary, are made 

available with Exposure Drafts on the website.  

Stakeholders can register to receive updates from the website.  

6.4 Roundtable discussion (firms)  

6.4.1 The ASB should play a greater role in commenting on matters of public 

interest in the media.  

Noted. Comments on any issues will be drive by the social media 

strategy and policy. The issues should relate to issues within the Board’s 

mandate.  
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6.4.2 It would be useful for the ASB to issue information reports on matters 

such as the success rate in adopting certain Standards, profiling why 

certain entities are doing better, what can be done to overcome the 

challenges in adopting that Standard etc.  

Noted.  

6.4.3 It was indicated that it may be helpful if the ASB publishes a document 

summarising the changes from year to the next.  

Noted. This is already done on an annual basis when Directive 5 is 

published.  

6.4.4 It was indicated that the ASB should do more to have its 

information/links to its information published on other organisation’s 

websites (e.g. professional bodies), as well as on social media (e.g. 

LinkedIn).  

Noted. This will be considered by the Secretariat.  

6.4.5 The homepage for the ASB’s website could include a ‘What’s New’ 

section which could include references to new FAQs published, etc.  

Noted. This information has been added to the new website.  

6.4.6 The dates for the upcoming meetings of the Technical Committee’s and 

Board should be published on the ASB’s website.  

Noted. The dates have been made available based on the comment 

received.  

 


