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PROJECT BRIEF FOR APPROVAL 

Name of project Application of Standards of GRAP by small entities 

Project timeframe Q1 2019 – Q4 2019 

Project manager E van der Westhuizen 

Complexity of project The project is complex as it requires research into what characteristics 

small entities demonstrate, an understanding of the type of transactions 

these entities have, what the information needs of the users of these 

entities in the public sector are, and a conclusion on what aspects of the 

Standards of GRAP may not be applicable to these small entities. 

Discussions with stakeholders will be necessary to understand these 

matters better.  

Rating Urgency High Medium Low 

Impact High Medium Low 

Resources 

required 

High Medium Low 

PROJECT OVERVIEW 

Area of consideration Comment 

Project outcome  

Project objective The purpose of the project is to assess whether concerns raised by 

preparers of financial statements of small entities relating to resource 

and capacity constraints can be addressed by eliminating certain 

requirements of Standards of GRAP.  

The initial phase of the project involves research to identify the 

characteristics of “small” entities; to understand the typical transactions 

they enter into; and to identify their users’ information needs.  

The results of the research and proposals for progressing work in this 

area will be presented to the Technical Committee and the Board for 

further direction.   

Key issues that need to be 

addressed as part of this project 

Scope of project 

Entities in all spheres of government that apply the Standards of GRAP 

are included in the project. The scope of the project includes: 

- identifying characteristics / criteria that can be used to classify 

entities as “small”; 

- identifying transactions they undertake, in order to understand which 

aspects of the Standards of GRAP would typically not be applicable 

to these entities and could be eliminated from their reporting 

framework; and 
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- identifying and confirming that the information needs of users will be 

met based on possible eliminations. 

Compliance with the Standards of GRAP remains the objective and the 

project will consider which aspects of recognition, measurement and 

disclosure in the Standards of GRAP could be eliminated for small 

entities while still achieving this objective. This will also ensure that 

entities remain on the same reporting framework for purposes of 

preparing the whole-of-government consolidation. 

 Nature of output to be developed 

The initial output of the project will be presenting the results of the 

Secretariat’s research to the Technical Committee and Board. 

It may be appropriate to publish a research report on the ASB’s website, 

but this will be confirmed once the research is completed. 

Based on the results of the research presented, the project may 

progress into the development of further work in this area. 

 Previous deliberations by the Board on reporting by small entities 

The Board previously considered whether a different set of reporting 

requirements should be developed for small entities. The outcome of this 

resulted in the Position Paper on Differential Reporting in the South 

African Public Sector in 2011.  

The Board’s position, as set out in the position paper, was that different 

reporting requirements should not be introduced, because of the 

following: 

- Users’ information needs: Since users’ use of financial statements for 

all entities in the public sector is the same, differential reporting is 

inappropriate. It is also important for oversight structures, such as 

Parliament, provincial legislatures and municipal councils, to receive 

the same information about all entities. 

- Legislation requires that the entities in the South African public sector 

prepare consolidated financial statements. While at this time, 

consolidated financial statements for the whole of government are 

not prepared, the government intends to move towards this position. 

Introducing another reporting framework will conflict with this 

intention and not support whole-of-government consolidated financial 

statements. 

As a result, differential reporting was not identified as a potential project 

on the list of local initiatives included in ED 138 ASB Work Programme 

Consultation.  

Respondents to ED 138 noted concerns about the ability of small entities 

to comply with Standards of GRAP in full, based on constrained 
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resources, including the ability to employ competent staff.  

The Board considered that clarification could rather be provided to small 

entities on the aspects of the Standards of GRAP that they do not need 

to apply, or not apply in full, be it recognition, measurement or disclosure 

requirements.   

 Guidance developed by the Secretariat in response to issues raised by 

stakeholders 

None. 

 Key issues to be considered 

The project should identify the characteristics of “small entities” within 

the scope of the project. 

Research should be undertaken to determine which transactions these 

entities enter into and what aspects of the Standards of GRAP are 

therefore generally not applicable to small entities. For municipalities, 

this can be done with reference to the 2017-18 data that will be available 

from the implementation of mSCOA.  

The project should further consider the information needs of users of 

small entity financial statements. 

Environment 

Legislation or regulatory 

requirements affecting the project 

Legislation such as the PFMA and MFMA prescribe the financial 

reporting framework to be used by public sector entities to prepare 

financial statements, being the Standards of GRAP set by the ASB.  

The amended Companies Act, Act No. 71 of 2008, introduced a Public 

Interest Score, calculated in terms of Regulation 26 of the Companies 

Act, where a company is allocated points according to its number of 

employees, its annual turnover, its stakeholders and the level of third 

party liabilities at the end of the reporting period.  

This will be considered, together with the South African Auditing Practice 

Statement on Financial Reporting Frameworks and the Auditor’s Report 

(SAAPS 2). 

The Auditor-General of South Africa (AGSA) has recently developed 

criteria to classify auditees as small and identified types of transactions 

typically not applicable to these entities. 

Existing accounting guidance in the 

Standards of GRAP, IPSASs or IFRSs 

The Conceptual Framework for General Purpose Financial Reporting 

outlines the qualitative characteristics of information in the financial 

statements, as well as constraints thereon, which entities should apply 

when preparing financial statements. This includes materiality.  

The Standard of GRAP on Presentation of Financial Statements sets 

requirements for how and when information is to be presented in the 
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financial statements. The Standard of GRAP on Accounting Policies, 

Changes in Accounting Estimates and Errors, among other things, 

prescribe the criteria for selecting and changing accounting policies. The 

Standards of GRAP should be applied to material transactions and to 

the extent that they are applicable to an entity. 

Similar guidance is currently available in IPSASs. 

The IASB has developed and published a second set of International 

Financial Reporting Standards (IFRSs) - for SMEs (IFRS for SMEs). 

The South African Financial Reporting Standards Council has a project 

underway on a reduced disclosure reporting framework.  

Practices in other countries UK private sector entities apply Financial Reporting Standard for Smaller 

Entities (FRSSE). 

FRS 101 Reduced Disclosure Framework sets out disclosure 

exemptions available to UK qualifying subsidiaries and parent 

companies. 

New Zealand Accounting Standards Framework uses tiers to 

differentiate reporting by entities based on size and nature of activities. 

The Australian Accounting Standards provides for the application of a 

tiered reporting framework to cater for small entities (AASB 1053 

Application of Tiers of Australian Accounting Standards).  

Use of experts It is not anticipated that an expert will be necessary.  

Stakeholders 

Entities in the public sector affected 

by this project  

All entities in the public sector that apply Standards of GRAP and meet 

the characteristics of a small entity.   

Key stakeholders to be consulted 

during the development of the 

project 

Preparers of financial statements of entities that could be classified as 

small entities. This could include, for example, some municipalities; 

municipal entities and public entities. 

Users of financial statements of those entities classified as small entities, 

which would typically include: 

 the National Treasury’s Intergovernmental unit, Public Finance unit 
and Office of the Accountant-General,  

 provincial treasuries,  

 Parliament and provincial legislatures,  

 municipal councils,  

 SALGA,  

 COGTA,  

 the Department of Higher Education and Training (for TVET 
colleges), 
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 financial institutions and banks,  

 Statistics South Africa, and  

 South African Reserve Bank. 

The mSCOA team at the National Treasury will be consulted to 

understand the type of transactions small entities typically enter into. 

The views of auditors, including the AGSA, will be sourced. The AGSA 

will be further engaged regarding their recent developments to classify 

auditees as small.  

IRBA, as the national audit regulator, will also be consulted. 

Key stakeholders to be consulted as 

part of the public consultation 

process 

The first phase of the project requires research and no public 

consultation process will be conducted.   

Linkages  

ASB projects The Application of Materiality in the Financial Statements 

Conceptual Framework for General Purpose Financial Reporting 

finalised in 2017 

IPSASB projects None 

 

IASB projects IFRS for SMEs 

Disclosure initiative 

Local reforms in public financial 

management 

mSCOA – effective 1 July 2017 

Data from mSCOA will assist in understanding the types of transactions 

small entities typically enter into. 

Project plan 

Key milestones and timing See Annexure A for roadmap.  
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Annexure A – Road map for the Application of GRAP by small entities 

Milestone Timing Stakeholder Linkages 

1.  Present initial 

research 

Q 1 2019 

(Jan – Mar ’19) 

Technical Committee   

Board 

2. Present conclusion 

on proposals 

Q 4 2019  

(Oct – Dec ’19) 

Technical Committee   

Board 
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