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1. WELCOME AND APOLOGIES 

Members were WELCOMED to the project group.   

TECHNICAL MATTERS 

2. Results of the Review of Directive 12 

2.1 The Secretariat TABLED a memorandum on the results of the review of Directive 12.  

2.2 The background and objective of the project were NOTED.  

2.3 It was NOTED that the initial phase of the project was a desktop review of audited 

financial statements to assess the status of compliance with the Directive. This was 

followed up by stakeholder engagements to assess the effectiveness of the Directive.  

Status of Compliance with Directive 12 

2.4 It was NOTED that a total of 60 entities were identified for the review. All entities were 

reviewed except four entities for which no information is available, and one entity that 

has been applying Standards of GRAP from 2014.  

2.5 The Secretariat EXPLAINED that its approach in the initial phase of the project was 

to: 

• determine whether all entities applied the requirements in the Directive by 

undertaking the self-assessment;   

• identify which entities changed their reporting framework; and  

• assess the disclosures relating to the Directive in the financial statements to and 

determine the impact of changes in reporting frameworks on entities’ audit 

outcomes.  

2.6 The Secretariat PRESENTED a table highlighting its findings: 

• A total of 26 entities adopted a new reporting framework. This included 22 entities 

that previously applied Statements of GAAP and four entities that previously 

applied IFRS Standards. Of these, 19 entities adopted Standards of GRAP.  

• The review could not confirm with certainty how many entities that are applying 

IFRS Standards undertook the self-assessment. 

• Two entities applied to the National Treasury for exemptions to apply IFRS 

Standards instead of Standards of GRAP.  

• Two out of the nine water boards are applying IFRS Standards while the 

remaining seven adopted Standards of GRAP.  

• The audit outcomes of entities that adopted a new reporting framework have 

remained substantially the same before and after the application of Directive 12. 

Those entities that adopted Standards of GRAP and received qualifications and 

disclaimers had a history of qualifications under the previous reporting 

framework. 

2.7 The project group NOTED the status of compliance, and SUPPORTED the 

stakeholders’ recommendation that the findings should be shared with the National 



3 

 

Treasury’s Public Entities Governance Unit to consider whether entities that adopted 

Standards of GRAP, were correctly classified in the PFMA Schedules. 

Secretariat 

Application of the Directive 

2.8 The Secretariat EXPLAINED that the second phase of the project was aimed at 

identifying issues with the application of the Directive, by reviewing annual financial 

statements and audit reports for 2018/19 and engaging with stakeholders.  

2.9 The responses to the two questionnaires issued to preparers and auditors were 

NOTED. 

2.10 The Secretariat PRESENTED the issues identified in the review, and the proposals 

made by stakeholders at the stakeholder engagement: 

• A possibility that entities that previously applied IFRS Standards continued 

applying IFRS Standards without undertaking the self-assessment 

- The project group SUPPORTED auditors’ recommendation that not much can 

be done to address entities that did not undertake the self-assessment but 

that those with inappropriate frameworks would be identified when auditors 

assess the appropriate reporting frameworks during first-time audits. 

• Similar entities applying different reporting frameworks 

- The project group SUPPORTED the stakeholders’ recommendation that 

discussions should be held with the Department of Water and Sanitation and 

National Treasury to determine the impact of water boards applying different 

reporting frameworks.  

- The Secretariat NOTED that a request for a meeting was sent to the 

Department.  

- Feedback from the discussion with the OAG was shared, where it was 

confirmed that from a consolidation perspective there are more entities 

applying Standards of GRAP as a result of Directive 12.  

• Audit matters raised in connection with entities that adopted Standards of GRAP 

- The project group SUPPORTED the stakeholders’ recommendation that no 

further action is required to address the audit outcomes of entities that 

adopted Standards of GRAP, as the reasons for the qualifications was due to 

a lack of audit evidence.  

• Audit matters raised in connection with entities that adopted IFRS Standards 

- The project group SUPPORTED the stakeholders’ recommendation that 

Directive 12 should be amended to include first-time adoption considerations 

for entities that adopt IFRS Standards.  

2.11 The Secretariat PRESENTED the issues identified by respondents in the 

questionnaires and stakeholders, and the proposals made by stakeholders at the 

stakeholder engagement: 

• Selection of an inappropriate reporting framework 
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- The project group SUPPORTED the stakeholders’ recommendation that no 

further action is required if entities are currently applying an inappropriate 

reporting framework as these entities are likely to be identified in future audits 

when their reporting frameworks are assessed in accordance with auditing 

standards.  

• Clarification of the self-assessment criteria and guidance in the Directive 

- The project group CONSIDERED the stakeholders’ recommendation that the 

areas that clarification on matters identified by respondents could be provided 

in a supplementary guidance rather than in the Directive itself. It was 

QUESTIONED whether the amendments are not better suited in the 

Directive. It was explained that the areas that require further clarification were 

already explained in the Directive or basis for conclusions. It was agreed that 

the Board should assess how the supplementary guidance is received, and 

reconsider the placement of the additional guidance on that basis.  

- The project group AGREED that assessing whether an entity’s operations are 

commercial in nature and whether there is insignificant funding is challenging. 

It was SUGGESTED that the assessment should also consider an entity’s 

mandate as this may resolve the water board situation where similar entities 

end up applying different frameworks. Additional guidance should deal with 

(a) start-ups as in the first few years, entities will be reliant on government 

funding; (b) borderline cases may arise when undertaking the assessment as 

such the Directive should introduce a default reporting framework when there 

is uncertainty about the outcome of the self-assessment; and (c) it should be 

clarified whether a controlling entity could apply a framework that is different 

to the controlled entity if the controlled entity is a financial institution.  

• Implementation and practical challenges (including audit issues) 

- The project group SUPPORTED the stakeholders’ recommendation that 

guidance should be added to the Directive on the first-time adoption of 

Standards of GRAP. 

• Other matters relating to entities that adopted Standards of GRAP 

- The project group SUPPORTED the stakeholders’ recommendation that no 

further action is required to address the respondents’ overall impressions 

about the Standards of GRAP.  

Secretariat 

Other matters 

2.12 The Secretariat EXPLAINED that the Directive will be amended to reflect the changes 

in the legislation and pronouncements referenced. However, this will not result in a 

change in any of the principles in the Directive.   

3. Review of the Prefaces 

3.1 The Secretariat TABLED a memorandum on the results of the review of Prefaces.  

3.2 The scope of the project was NOTED.  
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3.3 The project group CONSIDERED the Technical Committee’s recommendations to the 

Board. 

3.4 The project group SUPPORTED the recommendations to the Board that: 

(a) A single comprehensive Preface to the Standards of GRAP should be issued. 

The revised Preface will replace the existing Prefaces. Content on the standard 

setting procedures and due process will be removed and documented in a “due 

process handbook”.  

(b) The due process handbook should be subject to a public consultation process, 

and once finalised, be made publicly available.  

(c) The use of the characteristics of public sector entities in paragraph 1.10 of the 

Conceptual Framework is sufficient, and a reference to that paragraph should be 

included in the revised Preface. 

(d) The due process document should emphasise the Board’s mandate, and 

stakeholders should give input on the characteristics of public sector entities as 

part of  the due process handbook. 

(e) The revised Preface should not discuss the convergence policy. However, the 

material proposed for deletion should be considered for inclusion in the due 

process handbook. 

(f) The revised Preface and boilerplate introduction should clarify that, where a 

Standard is based on an international equivalent, the basis for conclusions of the 

international equivalent should be considered. 

(g) Links to the IPSASB’s basis for conclusions should be provided on the ASB 

website. A reference to the basis for conclusions should also be added to each 

pronouncement, where applicable.   

(h) The Secretariat should engage with the OAG and request them to consider 

including IPSASB/IASB decisions supporting key principles in the Standards as 

part of the National Treasury’s GRAP Accounting Guidelines.  

(i) The list of entities in the revised Preface and boilerplate should not be expanded 

to include public colleges as the existing list is consistent with the Board’s 

legislated mandate. 

(j) A single boilerplate should be issued that does not replicate the information in the 

revised Preface. 

Secretariat 

3.5 The project group REVIEWED the revised Preface and RECOMMENDED it to the 

Board for final approval.  

Secretariat 

4. WAY FORWARD 

It was NOTED that the results of the review of Directive 12 and proposed actions will 

be presented to the Technical Committee and Board at their June 2021 meetings. 

The Board will agree the appropriate actions to be taken, and will also make a decision 
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on the development of a Research Paper. The recommendation of the revisions to 

the Preface will also be considered at those meetings.  

5. CLOSING REMARKS 

Members  were THANKED for their participation during the engagement.  

 

Prepared by:             T Tshoke  12 May 2021  

Reviewed by:   A Botha  13 May 2021  

 


