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TO:  MEMBERS OF THE TECHNICAL COMMITTEE  

FROM:  AMANDA BOTHA AND TSHOLO TSHOKE 

SUBJECT: REVIEW OF PROJECT BRIEFS 

DATE:  20 MAY 2021 

FILE REF: ATTACHMENT 9(a) 

PART A – GOING CONCERN AND LIQUIDATION BASIS OF ACCOUNTING  

1. The Accounting Standards Board (the Board) approved the project brief on the going 

concern and liquidation basis of accounting in 2020. The project brief is included as 

attachment 9(b).   

2. The Technical Committee will review the approved project brief at this meeting to 

consider if any amendments to the project are required before the Secretariat 

commences with the first phase of the project which is the development of an Issues 

Paper.  

3. The objective of this memorandum is to share information with members based on high 

level discussions with stakeholders, and other developments at an international level to 

conclude if any amendments are needed to the project.  

FEEDBACK FROM ENGAGEMENTS WITH STAKEHOLDERS 

4. The Secretariat had high level discussions with representatives from the National 

Treasury to understand the type of guidance available that management can use to 

assess an entity’s ability to continue as a going concern. Likewise discussions were held 

with the Auditor-General of South Africa to understand what audit guidance exists.  

5. During these engagements, it was noted that the National Treasury issued MFMA 

Circular 71 in terms of the Municipal Finance Management Act, Act No 56 of 2003, which 

provides a uniform set of key financial ratios and norms that are applied by municipalities 

and municipal entities. A number of institutions use these ratios and norms to compare 

the financial health and performance of municipalities. A similar Circular is not available 

for public entities. 

6. It was also noted that audit guidance is available in the form of an audit standard that 

deals with the auditor’s responsibilities relating to going concern and the implications for 

the audit report. 
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Areas to be considered in amending the project brief 

Going concern versus financial sustainability 

7. During the engagement with stakeholders it became evident that the project needs to 

distinguish between going concern and financial sustainability. Some stakeholders were 

of the view that these two concepts are similar, while others noted that the concepts 

differ.  

8. Those that see a difference between going concern and financial sustainability noted 

that  going concern implies that the entity will continue in the foreseeable future, despite 

having funding challenges. Financial sustainability, on the other hand, is an indication 

that the entity’s financial performance is deteriorating when there is insufficient funding 

to meet its service delivery objectives, including paying creditors and/or settling debt.   

9. The Standards of GRAP require management to make an assessment of the entity’s 

ability to continue as a going concern when preparing its financial statements. If 

management is aware, in making this assessment, of material uncertainties related to 

events or conditions that may cast significant doubt on the entity’s ability to continue as 

a going concern, these uncertainties need to be disclosed in the financial statements. 

There is however no requirement in the Standards of GRAP to assess if the entity is 

financially sustainable, and/or a requirement to disclose information in the financial 

statements on this assessment to inform decision making.  

10. The approved project brief noted that one of the key issues for consideration is to 

understand the differences between not being a going concern and being financially 

unsustainable. In addition to considering if the guidance and disclosures in the 

Standards of GRAP on going concern are appropriate, the Secretariat is of the view that 

the project could also consider whether guidance and/or disclosures on financial 

sustainability should be required in the financial statements, or elsewhere in the annual 

report.   

Transfer of non-exchange transactions 

11. The scope of the project explains that a conclusion should be reached on whether the 

project should be extended to include guidance on the transfer of assets in non-

exchange transactions or if the Board should monitor the IPSASB’s project to provide 

guidance in this area.  

12. The IPSASB recently issued ED 79 on Non–current Assets Held for Sale and 

Discontinued Operations (locally issued as ED 191) as part of a package of Exposure 

Drafts. Comment on ED 79 is due on 25 October 2021.  

13. The scope of ED 79 notes that the proposed IPSAS only applies to non-current assets 

and/or disposal groups that will be sold. Assets to be transferred to another public sector 

entity are outside the scope of the proposed IPSAS as the asset disposal will not be 

completed by way of a sale. The IPSASB has also not indicated any intention to consider 

the development of guidance on transfer of assets in non-exchange transactions. 

14. Given this situation, the Secretariat of the view that the project should consider the need 

for guidance that involves the transfer of assets in non-exchange transactions from 

perspective of the entity that is restructured. 

 



 

3 

 

 

Road map of the project 

15. The roadmap of the approved project brief indicates that a draft pronouncement for 

review and approval by the Technical Committee is scheduled for Q3 

(November/December 2021) and Q4 (February/March 2022). The draft pronouncement 

is to be developed in conjunction with the stakeholders identified in the project brief.   

16. The Issues Paper will only be considered by the Board at its meeting scheduled for the 

end of September 2020.  This leaves little more than a month to draft the pronouncement 

and engage with the relevant stakeholders.  

17. The Secretariat therefore proposes that the first draft pronouncement should only be 

considered at the February/March 2022 Technical Committee and Board meetings to 

allow more time to consult with stakeholders. This will impact the targets for the year, 

but is considered necessary given the initial engagements and the importance of the 

topic at present.  

18. The proposed changes to the project brief based on the recommendations in paragraphs 

.10, .14 and .17 are highlighted in track change format in attachment 9(b).  

ACTION REQUESTED #1 

The Technical Committee is requested to CONSIDER the proposal amendments to the 

project brief as included in attachment 9(b) and, if appropriate, RECOMMEND it to the 

Board for approval. 

PART B – REVIEW OF GRAP 24 

19. The Board approved a project brief for the review of GRAP 24 in December 2020. There 

are no specific issues that have emerged since the development of the project brief. As 

a result, no changes are proposed to the project brief. The Secretariat is of the view that 

the review should only use publicly available information as this is the basis on which 

the project was allocated to the work programme, and considering the resources 

available.  

ACTION REQUESTED #2 

The Technical Committee is requested to REVIEW and CONFIRM the project brief for 

the GRAP 24.  

 


