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1.  BACKGROUND AND PURPOSE  

1.1 The Board issued ED 171 Identifying Projects to Prioritise on the ASB’s Work 

Programme for 1 April 2020 to 31 March 2023 in October 2018 for comment. The 

comment deadline was 28 February 2019.  

1.2 The next step in the process is to analyse the comments received and make proposals 

to the Board on potential projects for 2021-2023.  The analyses of the written and 

verbal comments received have been reviewed by the Technical Committee and are 

provided for information purposes as attachments 6(b) and 6(c).  

1.3 The memorandum provides a summary of the key issues raised by respondents and 

outlines the Technical Committee’s proposals and/or issues requiring deliberation.  

2.  CONSULTATION PROCESS 

2.1 A total of 7 comment letters were received on ED 171. ED 171 was also discussed at 

9 sessions to obtain feedback on the Board’s proposals. The analyses of the written 

and verbal comments (pages 3) outlines a list of the entities that submitted written 

comments or with whom specific engagements were held. 

2.2 The ASB, National Treasury and AGSA have similar objectives in terms of 

strengthening financial management in the public sector. As a result, the National 

Treasury’s and AGSA’s views on the ASB work programme are critical. The AGSA 

submitted a comment letter, while verbal inputs were received from the National 

Treasury. As the provincial treasuries also have a role to play in financial management, 

the proposals were also discussed with the Provincial Accountants-General.  

2.3 In terms of consultation with other parties, there was a broad representation of 

municipalities and public entities in either the comment letters submitted or 

engagements held. Auditors, consultants, professional bodies and other interested 

parties were also consulted.  



2 

 

2.4 As a general observation, the Secretariat noted that there seemed to be a low interest 

in discussing the ASB’s work programme. This may be because many of the key issues 

preparers experience either have been, or will be, dealt with in the 2017-2020 work 

programme. Although a fewer number of engagements were held than during the 

previous consultation, constructive feedback was received.   

ACTIONS REQUESTED #1 

The Board is requested to NOTE the consultation process.  

3. CONSIDERATIONS IN ANALYSING THE COMMENTS AND PROPOSALS 

Linking the work programme to the ASB’s strategic objectives 

3.1 When the Board issued ED 171, it identified potential projects for the strategic 

objectives related to the technical activities of the ASB. The comments have been 

analysed and the proposals made are based on the strategic objectives outlined in ED 

171.  

3.2 The Board will discuss its five-year strategy (covering 2020-2024) at the July meeting. 

If any of the strategic objectives change, the Secretariat will explain at that meeting 

how the proposed projects fit into the new or revised strategic objectives identified. It 

is possible that if new strategic objectives are identified then there may not be any 

projects for those objectives until the next consultation on the work programme.  

Resources available during 2021 to 2023 

 3.3 When issuing ED 171, it was anticipated that 13 new projects could be undertaken. 

This was based on two projects per project manager per year, with an additional project 

in year 2 to cater for any potential amendments arising from the review of Directive 12. 

Based on a revised assessment, it is anticipated that the Board has capacity to take 

on 12 new projects. The reduction is based on revisions to the work programme due 

to staff time available, decisions by the Board on research projects, and allowing 

adequate time for actioning potential revisions from the post-implementation review of 

GRAP 103. 

3.4 Based on the ability to take on 12 new projects, the Secretariat has developed a 

proposed work programme for the next three years. This is included as attachment 

6(d). While the detail of each of the proposals is discussed in section 4 below, the table 

below provides a high-level snapshot of the suggested projects based on feedback 

received.  

3.5 The Technical Committee indicated that it may be important to consider the impact of 

the ‘pilot’ project for GRAP 104 on the work programme for 2021-2023. At present, the 

proposal is for the National Treasury to host the pilot project. While time might be 

required from the Secretariat, it is unlikely to be the same level of resource required 

for a separate project.  
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Table 1 

Strategic objective Number of 

projects 

Nature 

Set Standards of GRAP   

Local initiatives 2 Review of GRAP 3, Liquidation basis of accounting 

Maintenance of Standards 1 Improvements to Standards of GRAP (2023) 

Maintain alignment with international 

Standards 

4 Social benefits, Leases, IFRIC 22, Comparison of 

GRAP 105-107 to IPSAS 40 to decide if alignment 

needed 

Promote adoption of Standards of 

GRAP 

2 Transitional provisions for social benefits 

Educational material for oversight structures 

Monitor application of Standards of 

GRAP 

3 Post-implementation review of GRAP 109 

Desktop review of GRAP 2 

Desktop review of GRAP 24 

Sub-total 12  

General  

3.6 Apart from the specific comments received, some respondents provided general 

comments regarding the environment within which entities operate. These comments 

are critical in thinking about the types of projects the Board should undertake over the 

2021 to 2023 period.  

• The Board should not introduce too many new requirements. Apart from having 

many new Standards to adopt in 2019 and 2020, there are constantly other 

reforms underway (including MSCOA which is discussed below).  

• Municipalities and their entities are still in the process of adopting MSCOA and 

refining the required reporting. As the versions of MSCOA change every year, 

there is ongoing change that entities are finding challenging.  

• Entities still find accounting for assets challenging. This was reflected in the results 

of the review of the amendments to the Standards on investment property and 

property, plant and equipment.  

3.6 The idea of not introducing too many new requirements and being cognisant of the 

impending implementation of Standards has been considered in developing the 

proposed three-year work programme. 

ACTIONS REQUESTED #2 

The Board is requested to NOTE and/or DISCUSS any of the matters outlined 

paragraphs 3.1 to 3.6 above.  

4.  ANALYSIS OF COMMENTS RECEIVED 

Project proposals based on feedback received 

4.1 Table 2 included as an Annexure to this memorandum provides a summary of the 

proposals in ED 171, respondents comments on those proposals, the Technical 

Committee’s recommendations, and if relevant, the proposed timing of the project.  
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4.2 There are two specific issues that require the Board’s deliberation:  

• Issue #1 - The role of the Board to influence the adoption of accrual accounting.  

• Issue #2 - The development of communication material for users of the financial 

statements.  

Issue #1 – The role of the Board to influence the adoption of accrual accounting 

4.3 ED 171 indicated that the Board “proposes monitoring progress on policy 

developments and making recommendations to the Minister of Finance when 

required”. Respondents indicated that the Board should actively influence roleplayers 

to adopt accrual accounting.  

4.4 The Technical Committee discussed respondents’ views and expressed their concerns 

about the continued use of the MCS. The Committee indicated that more could be 

done by the Board, including lobbying roleplayers such as the AGSA and Parliament 

to influence key Ministers/officials to adopt accrual accounting. The Technical 

Committee agreed that this issue should again be deliberated by the Board to decide 

a way forward.  

Issue #2 – Communication material for users of the financial statements 

4.5 The idea of developing ‘educational material’ for users of the financial statements was 

included as a question to respondents in ED 171. The ‘educational material’ was 

described as ‘explaining the role of the financial statements to users, what the various 

components and line items of the financial statements mean, and how the information 

can be used to hold entities accountable’. 

4.6 While mixed views were expressed by respondents, the Technical Committee 

supported undertaking this project rather than a third desktop review for the following 

reasons:  

• There is strong support for developing communication (rather than ‘educational’) 

material explaining the purpose of the financial statements and what the information 

in the financial statements means for holding entities accountable and making 

decisions.  

• As the custodian of the Standards of GRAP, the Board has a duty to ensure that the 

users understand the end result of the application of the Standards. This will also 

ensure that there is buy-in for the ASB’s work.  

• The material should be aimed at members of oversight structures.   

ACTIONS REQUESTED #3 

The Board is requested to: 

(a) DISCUSS and, if considered appropriate, CONFIRM the Technical Committee’s 

proposals outlined in Table 2.  

(b) DISCUSS the way forward regarding the level of intervention required (if any) 

regarding the adoption of Standards of GRAP by departments. 

(c) CONFIRM the Technical Committee’s proposal to develop communication material 

for use by oversight structures.  
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Other comments raised by respondents 

4.7 Respondents raised a number of other issues for the Board to consider which are 

outlined below. Most of them relate to communication issues, or the Board’s current 

processes or policies regarding the adoption of individual Standards of GRAP.  

(a) As the ASB does not have a provincial presence, provincial stakeholders are often 

unaware of the ASB and its role. It was suggested that educational material should 

be placed on the website - While this information is on the website, it is potentially 

the way it is packaged that may be the issue. For example, the IPSASB has a one-

page sheet that can be downloaded explaining who it is and what it does. Something 

of this nature may be useful to stakeholders and can be more readily disseminated.  

(b) The ASB should play a greater role in commenting on matters of public interest - 

There is a social media strategy and policy in place outlining what the Secretariat 

should comment on publicly. From a risk management perspective, any comments 

on social media would be limited to the ASB’s mandate.  

(c) The ASB should issue informational type reports on, for example, success rate in 

adopting Standards, profiling why some entities are doing better than others, what 

can be done to overcome challenges - The IPSASB publishes a report outlining the 

rate of adoption of IPSAS globally and what the projected adoption would be in five 

years. While this information is useful globally, it may have less relevance locally as 

national and provincial departments are the only entities yet to adopt Standards of 

GRAP. The other type of information is largely included in the General Report. If 

additional reports of this nature are valuable, it may be more appropriate for 

professional bodies to publish this information as it goes beyond the ASB’s mandate 

and extends to assurance, financial discipline and financial management.  

(d) The transitional periods for the adoption of the Standards or amendments to 

Standards is often too short. More time needs to be provided as the procurement of 

a system (and/or proposed changes) can often take more than a year – Entities 

frequently do not act until the effective date of a Standard is announced. This means 

that they do little in the interim to understand the principles of the Standards and 

their potential impact. This is also evidenced in the poor disclosures of the not yet 

effective Standards and their implications in the financial statements. The 

Secretariat could issue a FAQ, article in a Newsletter, social media, etc. about the 

need to improve the disclosure in the financial statements on the Standards that are 

not yet effective. 

(e) 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 complexities in implementing a new Standard or 

changes to an existing Standard, until they attempt this practically – This proposal 

will be discussed when considering the transitional provisions for GRAP 104 

Financial Instruments.  

(f) The retrospective application of the Standards and what this means should be better 

communicated to preparers – This will be discussed in an FAQ (see discussion on 

transitional provisions for GRAP 104).  
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(g) Some respondents also indicated the need to resolve legacy issues regarding the 

retrospective application of the initial adoption of earlier Standards of GRAP. 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. The Secretariat could raise 

these issues with the National Treasury and AGSA to understand if any resolution 

could be found.  

ACTIONS REQUESTED #3 

The Board is requested to NOTE the discussions and proposals in paragraph 4.7.  

5.  WORK PROGRAMME 

5.1 The indicative work programme is included as attachment 6(d). The work programme 

should be reviewed in the context of the decisions or proposals made in section 4 of 

the memorandum.  

5.2 The work programme does not include the Secretariat’s work on the IPSASB’s 

projects. The work on the IPSASB’s projects typically includes the following:  

• Monitoring active projects and developing comment letters to the IPSASB once 

any pronouncements related to the project are issued. These projects are outlined 

in attachment 12(c) of the Board papers. 

• Providing comments to the IPSASB staff on specific projects in advance of the 

quarterly IPSASB meetings.  

• Participating in Task Forces which requires reviews of initial proposals and draft 

documents for discussion at IPSASB meetings. There are typically two conference 

calls in between meetings, and there may be a need for in-person meetings, but 

this could vary depending on the project. At present, the Secretariat is involved in 

the following Task Forces:  

(a) Leases – T Tshoke 

(b) Heritage – A Botha 

(c) Financial instruments – J Poggiolini 

(d) Revenue and natural resources – support provided by Secretariat to L 

Bodewig and M Dullabh from the National Treasury.  

ACTIONS REQUESTED #5 

The Board is requested to REVIEW the proposed work programme for 2021-2023 based 

on the decisions/proposals outlined in section 4.  
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TABLE 2 - PROPOSED PROJECTS FOR WORK PROGRAMME 2021-2023 

 Project title and description as 

outlined in ED 171 

Feedback from respondents Proposal Timing of project 
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Local initiatives    

GRAP 3 Accounting Policies, 

Changes in Accounting Estimates 

and Errors 

Review requirements for dealing with 

decisions on materiality, and whether 

they should be assessed at each 

reporting date or cumulatively over 

time. 

Overwhelming support expressed by respondents.  

Respondents indicated that ensuring that decisions 

about materiality are applied consistently should be 

a priority for the Board. 

 

Proposed to add project to work programme 

2021-2023.  

Year 1 (2020/21).  

Only 1 new project can be 

accommodated in year 1.  

High priority project.  

Other issues raised by respondents: 

• There is still uncertainty regarding for whom the 

financial statements are prepared.  

• Emerging trend of (separately) presenting 

information on the correction of all errors – 

including those that are immaterial. 

Secretariat to address through articles in monthly 

Newsletters, social media.  

 

GRAP 1 Presentation of Financial 

Statements  

Part A - Review classification of certain 

items of revenue and expenses, and 

use of sub-totals etc. and potentially 

standardise presentation.  

Part B - Identify performance 

measures for public sector entities. 

Mixed views were expressed by respondents.  

Those who supported the project thought this would 

aid comparability across entities and assist users to 

understand the financial statements. Reforms such 

as MSCOA also focus on standardisation. 

Respondents also noted that identifying key 

measures would also allow users to assess entities’ 

performance.  

Those who did not support the project indicated that 

different entities (e.g. municipalities and public 

entities) have different operations and 

standardisation would be difficult. It was also noted 

this project is for entities with more advanced 

reporting practices.  

Proposal to not add to work programme.  

In the Guideline on The Application of Materiality 

in Financial Statements preparers are 

encouraged to present information in a way that 

reflects the entities’ operations. Standardisation 

may be counterintuitive to the objective of the 

Guideline.  

Entities have indicated their ongoing difficulties 

with implementing the MSCOA. Given the ability 

of entities to implement this reform and the 

general lack of capacity, this project may only be 

suited to entities with more advanced reporting.  

Not applicable. 
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Liquidation basis of accounting 

 

A majority of respondents expressed support for 

the project. Much of the support related to 

developing guidance on the application of going 

concern for entities in financial distress.   

Some respondents questioned whether entities in 

the public sector could be liquidated.  

Proposal to add to work programme.  

The project brief should consider two 

components to the project:  

(a) Establish the need for guidance on the 

measurement and/or presentation and 

disclosure related to assets and liabilities 

when entities are being wound-up or 

liquidated.  

(b) Provide guidance on the application of the 

going concern concept in the preparation of 

financial statements.  

Year 2 (2021/22) 

Guidance needed, therefore 

prioritised for year 2.  

Maintenance of Standards    

Undertake an Improvements Project 

every three years 

Support expressed for project.  Proposal to add to work programme. Year 3 (2022/23) 

Low priority project.  

Issue GRAP Reporting Framework 

annually 

Support expressed for project.  Proposal to add to work programme.  Years 1, 2 and 3 

 Proposal to only publish changes from the previous 

reporting framework in the Annexure. Full 

annexures can be made available on the website 

as additional information.  

Secretariat will consider revised format in 

developing GRAP Reporting Framework for 

2020/21.  

Not applicable.  

Maintain alignment with international standards 

Social benefits (align with IPSAS 

42) 

Support expressed by respondents. There is a gap 

in current literature.  

Proposal to add to work programme. Year 2 (2021/22) 

High priority project given gap in 

literature.  

Leases (align with IPSAS) Support expressed by respondents. There are 

issues with the application of the current Standard.  

Proposal to add to work programme. Year 3 (2022/23) 

Based on expected completion 

of IPSASB project.  

Comparison of IPSAS 40 Public 

Sector Combinations to GRAP 105 

Limited support expressed for just aligning GRAP 

105-107 with IPSAS 40. Clear views expressed that 

Proposal to add project to compare the 

requirements of IPSAS 40 to GRAP 105-107 to 

Year 3 (2022/23) 

Low priority project.  
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to 107 on transfers of functions and 

mergers to decide if amendments 

needed.  

the initial step should be a comparison to decide if 

full alignment is needed.  

identify differences. Results of analysis will 

determine next steps (if any).   

IFRIC 22 Foreign Currency 

Transactions and Advance 

Consideration  

Support.  

As IFRIC 22 provides guidance on transactions in 

GRAP 4, an equivalent should be issued.  

Proposal to add to work programme.  Year 3 (2022/2023) 

Foreign exchange transactions 

not that commonly encountered. 

IFRIC 22 already included in 

Directive 5 for entities to 

consider. 
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Adoption of Standards of GRAP by 

Departments 

ED 171 indicated that the Board “proposes 

monitoring progress on policy developments and 

making recommendations to the Minister of 

Finance when required”.  

Respondents indicated that the Board should 

actively influence roleplayers to adopt accrual 

accounting.  

Technical Committee discussed respondents’ 

views, and expressed their concerns about the 

continued use of the MCS.  

Roleplayers such as the AGSA, Parliament 

should be lobbied to adopt accrual accounting.  

Way forward to be discussed by the Board.  

 

 Other issue identified: 

• Perception that National Treasury is losing 

confidence in accrual accounting by delaying 

adoption at departments.  

• Retention of modified cash basis is having 

negative effects of accounting: (a) entities want 

the accounting in MCS to be mirrored in GRAP 

financial statements, and (b) there is a 

misunderstanding between ‘standards of grap’ 

(MCS) and ‘Standards of GRAP’ and views that 

they are the same.  

National Treasury representative on the 

Technical Committee indicated that the 

requirements of the new IFMS are based on 

Standards of GRAP and not MCS, so there is an 

intention to move to accrual accounting.  

The confusion between MCS, and standards of 

grap’ (MCS) versus ‘Standards of GRAP’ can be 

resolved through amendments to the Treasury 

Regulations.  

Not applicable.  
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Educational material to users 

Explaining the role of the financial 

statements to users, what the various 

components and line items of the 

financial statements mean, and how 

the information can be used to hold 

entities accountable. 

Mixed views expressed by respondents.  

Views supporting proposal 

• The material will result in enhanced 

accountability and decision-making as users 

will be empowered. Some indicated that this 

should be given priority over another desktop 

review, or another project such as IPSAS 40 or 

the liquidation basis.  

• The development of the material should be 

follow-up with face-to-face interactions with 

users, auditors and preparers.  

• This project could be linked to the reporting of 

information to citizens to understand what type 

of information they need.  

• Councillors, citizens and the media should be 

targeted.  

• Users seem to be better versed in the Modified 

Cash Standard (MCS) and there is a need for 

education on the Standards of GRAP.   

Views disagreeing with proposal 

• Whether the development of this material is the 

ASB’s role. Views that this should be done by 

the National Treasury. The ASB could work 

with the National Treasury to ensure that 

appropriate information is disseminated 

through existing portals.  

• The proliferation of existing material. Some 

observed that other entities have already 

published guidance for users.   

Technical Committee supported adding the 

project to the work programme instead of 

undertaking a 3rd desktop review. Reasons for 

supporting the project included the following: 

• There is strong support for developing 

communication (rather than ‘educational’) 

material explaining the purpose of the financial 

statements and what the information in the 

financial statements means for holding entities 

accountable and making decisions.  

• As the custodian of the Standards of GRAP, the 

Board has a duty to ensure that the users 

understand the end result of the application of 

the Standards. This will also ensure that there 

is buy-in for the ASB’s work.  

• The material should be aimed at members of 

oversight structures.   

 

Year 2 (2021/2022) 

High priority project.  
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• Users have different information needs so it will 

need to be clear for which users the guidance 

is intended.  

• Instead of guidance, it may be appropriate to 

develop a preamble to each Standard 

explaining the objective and intended purpose.  

• The project is likely to be resource intensive 

and not a once off project. It was also noted that 

the ASB would need to collaborate with other 

entities. 
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 Undertake 1 post-implementation 

review 

• GRAP 109 Principals and Agents (most 

support). Some proposed also reviewing 

interaction with service concession 

arrangements and revenue.  

• GRAP 18 Segment Reporting – New Standard 

and questions raised about application in local 

government.  

• GRAP 20 Related Party Transactions – New 

Standard and is it achieving the desired result.  

• Revisions to impairment standards – Assess 

whether meeting intended objectives.  

• GRAP 31 Intangible Assets – Some entities 

have significant IT systems that need to be 

recognised.  

• IGRAP 18 Recognition and Derecognition of 

Land – No specific reason provided.  

• Guideline on Accounting for Arrangements 

Undertaken in terms of the National Housing 

Programme – No specific reason provided. 

 

Support for adding a review of GRAP 109 to the 

work programme.  

Year 2 (2021/2022) 

High priority project given 

current issues identified in 

‘emerging issues’.  
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Undertake 3 desktop reviews GRAP 2 Cash Flow Statements 

Support given divergence in the preparation and 

presentation applied.  

Proposal to add to work programme given issues 

raised regarding divergent practice. JSE Pro-

active Monitoring Report and IRBA Public 

Inspections Report highlights issues with the 

preparation and presentation of the cash flow 

statement.   

Year 2 (2021/22) 

 GRAP 24 Comparison of Budget and Actual 

Information 

Support given divergent and inconsistent 

application of the Standard.  

Proposal to add to work programme given issues 

raised regarding divergent practice. 

Year 3 (2022/23) 

 GRAP 18 Segment Reporting 

Mixed support. Most respondents indicated that 

because municipalities are likely to be the key user 

of the Standard, and they are only adopting in 

2020/2021, it may be too soon to undertake a 

review.  

If educational material is not developed, this could 

be a potential topic for a 3rd review. However only 

two reviews possible given resource restrictions.  

Not applicable.  

 GRAP 12 Inventories 

Mixed support. Most inventories are found at local 

government, and most significant inventories are 

water and electricity.  Issue is therefore not likely to 

be pervasive across sector. Issues are likely to 

relate to measurement issues which cannot be 

assessed in a desktop review.  

Issues expressed seem to relate to measurement 

rather than presentation. As a result, may not be 

appropriate for a desktop review.   

Only two reviews possible for period 2021-2023.  

Not applicable. 

 Other 

GRAP 31 (for the reasons outlined above).  

Review of the classification of employee benefit 

plans as state or multi-employer plans.  

Review of compliance with GRAP 3.  

Only raised by single respondents, therefore 

limited support.  

Not applicable. 

 

 


