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BACKGROUND, OBJECTIVE AND CONTENT 

Project background 

1. The Board agreed to add a project to its work programme for 2021 – 2023 to develop a 

Standard of GRAP on social benefits. This Standard will fill a gap in the existing literature 

as there is no Standard of GRAP that deals with accounting for social benefit liabilities. 

GRAP 19 on Provisions, Contingent Liabilities and Contingent Assets includes a 

description of social benefits but excludes from its scope provisions and contingent 

liabilities for social benefits that are non-exchange. Internationally, IPSAS 42 on Social 

Benefits was issued by the IPSASB in 2019 and becomes effective 1 January 2023. 

2. The initial phase of the project is for the Board to consider the approach that should be 

followed to develop a Standard of GRAP, by applying the Board’s policy on 

Convergence with International Standards (SS12). The policy can be accessed on the 

ASB’s website.  

3. The Board will also at the September 2021 meeting review the project brief and consider 

changes as a result of initial work done by the Secretariat. Refer to attachment 8(b) for 

the project brief. Proposed changes to the project brief have been marked-up and will 

be discussed in this memorandum. 

Objective of this memorandum 

4. The objective of this memorandum is to provide information on the following, for the 

Technical Committee to consider and make recommendations to the Board: 

• what is a social benefit in the local environment; 

• the approach to develop a Standard of GRAP on social benefits; and 

• proposed amendments to the project brief. 

 

 

http://www.asb.co.za/
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Content 

5. This memorandum includes the following sections: 

(a) Board’s policy on Convergence with International Standards (SS12) 

(b) IPSAS expense landscape and key requirements of IPSAS 42  

(c) Local landscape 

(i) Entities that potentially provide social benefits and their involvement in the 

project 

(ii) Existing accounting practices and legislative environment 

(iii) Stakeholder views on IPSAS 42 

(iv) Other considerations per the Board’s policy 

(d) Concluding proposals on the approach to develop a Standard of GRAP 

 

BOARD’S POLICY ON CONVERGENCE WITH INTERNATIONAL STANDARDS (SS12) 

6. The Board has a policy on Convergence with International Standards which is applied 

as a first step when developing Standards of GRAP. Per the policy, an approach should 

be determined to develop a Standard of GRAP.  

7. The policy establishes an implicit hierarchy of pronouncements that the Board 

converges its pronouncements with, being: 

1. IPSAS. 

2. IFRS Standards where they are relevant for the South African public sector. 

3. Where the requirements of IPSAS or IFRS Standards are not found to be suitable 

for the South African public sector, the Board would need to develop guidance with 

reference to existing principles. For example the ASB’s Conceptual Framework for 

General Purpose Financial Reporting (Conceptual Framework) and existing 

Standards of GRAP. 

8. Before commencing with the development of an equivalent local pronouncement of an 

IPSAS or IFRS, an assessment should be undertaken by the Board to determine if 

convergence with an international accounting standard would be appropriate, by 

considering: 

• the ASB’s legislative mandate in terms of section 8 of the Public Finance 

Management Act, Act No 1 of 1999 (PFMA); 

• the ASB’s strategy (vision and mission); and 

• other relevant factors, such as existing accounting practices, the legislative 

environment, the capacity of entities and potential resource constraints in 

implementing changes to the requirements, the impact on other financial 

management reforms and the urgency to provide guidance.  

9. The information contained in this memorandum is provided to assist the Technical 

Committee in making recommendations to the Board on the assessment in paragraph 8. 



3 

IPSAS EXPENSE LANDSCAPE AND KEY REQUIREMENTS OF IPSAS 42 

10. As the policy requires the Board to first consider converging with IPSAS, it is important 

for the Technical Committee to understand the expense landscape in IPSAS, how 

guidance on social benefits fits into this landscape, and what those requirements are. It 

would also be helpful to understand some of the history to the IPSASB’s decisions as 

the Board may be faced with similar decisions on the local project. 

The IPSAS expense landscape 

11. Until 2019, IPSAS provided transaction-specific guidance on exchange expenses, but 

no guidance existed on accounting for non-exchange expenses. The IPSASB undertook 

a number of projects to fill the gap in its literature on non-exchange expenses. As a 

result of its work on these projects, the IPSASB issued IPSAS 42 in January 2019, and 

alongside IPSAS 42, amendments to IPSAS 19 on Provisions, Contingent Liabilities and 

Contingent Assets to provide guidance on collective and individual services1. The 

IPSASB is currently working on the last non-exchange expense project and is 

considering the comment received on a proposed IPSAS on Transfer Expenses (ED 72). 

12. This brings the IPSAS expense landscape to look as follows (bearing in mind that ED 72 

must still be finalised into an IPSAS). 

Diagram 1: IPSAS expense landscape 

 

 
1 The IPSASB decided on the terms “collective services” and “individual services”. Examples of 
collective services include defence and street lighting. Examples of individual services include 
healthcare and education provided at no or nominal cost. They are synonymous with “collective 
services” and “universally accessible services” in Government Finance Statistics (GFS) respectively. 
The term “services” in IPSAS further includes both goods and services. Depending on the context, this 
memorandum may use these terms interchangeably. 
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The key requirements of IPSAS 42 

Definition of a social benefit and scope of IPSAS 42 

13. Prior to IPSAS 42, social benefits was described in IPSAS 19 (and will remain as such 

in IPSAS 19 until the consequential amendments are made from IPSAS 42) as: 

“… Goods, services, and other benefits provided in the pursuit of the social policy 

objectives of a government. These benefits may include: 

(a) The delivery of health, education, housing, transport, and other social services to 

the community. In many cases, there is no requirement for the beneficiaries of these 

services to pay an amount equivalent to the value of these services; and 

(b) Payment of benefits to families, the aged, the disabled, the unemployed, veterans, 

and others. That is, governments at all levels may provide financial assistance to 

individuals and groups in the community to access services to meet their particular 

needs, or to supplement their income.”  

14. The IPSASB has a long history of developing guidance on social benefits since the 

description in IPSAS 19, which culminated in the issuance of IPSAS 42. The 

development of the definitions and scope of the project prior to IPSAS 42 is included in 

Appendix A Table 1. In summary, as the thinking progressed, so did the definition and 

scope of the IPSASB’s project. The idea of mitigating social risk for the needs of society 

as a whole was introduced and the definition was narrowed over time to only include 

cash benefits. This was necessary as consensus could not be reached about accounting 

– in particular the obligating event - for a wide range of social benefits. Alignment with 

GFS and new literature of the IPSASB such as the IPSASB’s Conceptual Framework 

were also considered. 

15. The IPSASB’s work resulted in the following definition of social benefits in IPSAS 42: 

Cash transfers provided to: 

(a) Specific individuals and/or households who meet eligibility criteria; 

(b) Mitigate the effect of social risks; and 

(c) Address the needs of society as a whole. 

Social risk is defined in IPSAS 42 as: 

Events or circumstances that: 

(a) Relate to the characteristics of individuals and/or households (e.g. age, 

health, poverty and employment status); and 

(b) May adversely affect the welfare of individuals and/or households, either 

by imposing additional demands on their resources or by reducing their 

income. 

16. Based on these definitions, the IPSASB identified that the following types of benefits 

could be social benefits2: 

• State retirement pensions: paid to all those over a certain age as a means of 

ensuring those in need are covered. 

 
2 Source: “At a glance” summary issued with the Exposure Draft on Social Benefits (ED 63). 
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• Disability pensions: paid to those who meet eligibility criteria and addresses social 

risk. 

• Unemployment benefits: paid to those who meet eligibility criteria and addresses 

social risk. 

They assessed the following types of benefits to, however, not meet the definition: 

• Retirement benefits to government employees: it does not address the needs of 

society as a whole. 

• Universal healthcare services: benefits are provided in-kind and they meet the 

definition of universally accessible services. 

• Disaster relief: it mitigates the effect of geographical risk rather than a social risk. 

• Defence services: the services are provided in-kind and they are not to specific 

individuals but are collective services. 

Recognition and measurement requirements 

17. IPSAS 42 includes two approaches to recognise and measure social benefits, focussing 

on the liability. These are as follows, and are discussed in more detail below: 

(a) Insurance approach 

(b) General approach 

(a) Insurance approach 

18. Entities may recognise and measure the assets, liabilities, revenue and expenses 

associated with a social benefit scheme by applying, by analogy, IFRS 17 on Insurance 

Contracts where the following criteria are both met: 

(a) The scheme is intended to be fully funded from contributions. Both of the 

following criteria should be met: 

(i) Legislation or another arrangement governing the scheme indicates that it is to 

be funded by contributions or levies paid by, or on behalf of, potential 

beneficiaries or those whose activities create or exacerbate social risks which 

are mitigated by the scheme, together with investment returns arising from 

contributions or levies; and  

(ii) Contribution or levy rates and/or social benefit levels are reviewed (and, where 

appropriate, adjusted in line with the scheme’s funding policy), either on a 

regular basis or when specified criteria are met, with the aim of ensuring that 

the revenue from contributions or levies will be sufficient to fully fund the social 

benefit scheme and/or that the levels of social benefits provided will not exceed 

the level of funding available from contributions or levies. 

(b) There is evidence that the entity manages the scheme in the same way as an 

issuer of insurance contracts. This means the social benefit scheme should 

confer rights and obligations on the parties similar to that of an insurance contract. 

For example, the entity considers itself bound by the scheme in a similar manner to 

how an insurer is bound by an insurance contract, the assets relating to a social 

benefit scheme are held in a separate fund or otherwise earmarked and restricted 
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to provide social benefits to participants, and legislation that establishes the social 

benefit gives enforceable rights to participants in an event that the social risk occurs. 

19. Entities that meet the criteria to apply the insurance approach may voluntarily do so. 

Applying the insurance approach means applying the recognition, measurement, 

presentation and disclosure requirements of IFRS 17. Entities that choose not to apply 

the insurance approach, must apply the general approach. 

20. The insurance approach was introduced in the 2015 Consultation Paper as the IPSASB 

recognised that some schemes display characteristics of insurance, and the 

requirements of IFRS 17 would best meet the information needs of users of these 

schemes. Stakeholders generally supported this approach. 

(b) General approach 

21. Entities who do not qualify to apply the insurance approach, or those who qualify but 

choose not to apply the insurance approach, would apply the general approach.  

22. The approach requires the recognition of a liability when a present obligation arises from 

a past event and the entity can measure the obligation in a way that achieves the 

qualitative characteristics in the IPSASB’s Conceptual Framework.  

23. The past event that gives rise to a liability for a social benefit scheme is the satisfaction 

by each beneficiary of all eligibility criteria to receive a social benefit payment. Being 

alive at the point at which the eligibility criteria are required to be satisfied may be an 

eligibility criterion, whether explicitly stated or implicit. Other ongoing eligibility criteria 

may be relevant for some social benefit schemes. For example, benefits are only 

payable while the individual remains a resident in a jurisdiction, which means that 

residency is an ongoing eligibility criterion. For a liability to be recognised, a beneficiary 

must satisfy the eligibility criteria to receive a social benefit payment at, or prior to, the 

reporting date, even if formal validation of the eligibility criteria occurs less frequently. 

24. The way in which IPSAS 42 interprets the past event, being that the verification of 

ongoing eligibility criteria  is a separate past event for each payment, even if not required 

to be verified by the scheme, creates a rule within the standard. It prescribes a single 

past event for all schemes, irrespective of the economic substance of the scheme. 

Prescribing the validation of all eligibility criteria for the next payment as the past event 

further results in the recognition of a liability limited to only the next payment. 

25. The liability is measured at the best estimate of the costs (i.e. the social benefit 

payments) that the entity will incur in fulfilling its present obligations represented by the 

liability. The liability is discounted if not settled within 12 months from the reporting date. 

26. ED 63 included an alternative view to the general approach, which was put forward by, 

among other members, the South African member. This view stated that prescribing a 

single recognition point applicable to all social benefits is inappropriate. It does not 

reflect the economic substance of the scheme and would be inconsistent with the 

IPSASB’s Conceptual Framework. The satisfaction of eligibility criteria on an ongoing 

basis, including “being alive”, is a measurement and not a recognition consideration.  

27. Respondents to ED 63 were divided between the general approach and the alternative 

view. The IPSASB pragmatically finalised IPSAS 42 without the alternative view. In 

coming to this conclusion, the IPSASB noted that preparers’ experiences of applying an 
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IPSAS on social benefits along with users’ experiences of using the information provided 

may suggest ways of better reconciling the different views that exist. The IPSASB 

therefore considered it likely that a post-implementation review of IPSAS 42 would be 

appropriate at some point in the future. 

ACTION REQUESTED #1 

The Technical Committee is requested to NOTE the IPSAS expense landscape and key 

requirements of IPSAS 42. 

 

LOCAL LANDSCAPE: ENTITIES THAT POTENTIALLY PROVIDE SOCIAL BENEFITS 

AND THEIR INVOLVEMENT IN THE PROJECT 

28. The project brief has identified, as an initial indication, entities that would potentially be 

involved in the project because they could provide social benefits. The Secretariat has 

involved these entities in the initial phase of the project by doing a desktop review of 

their financial statements and/or engaging with them directly. Through these actions the 

Secretariat has obtained an initial, preliminary understanding of the local “social benefit” 

environment and the benefits currently provided. This is summarised in Appendix B 

Table 2.  

29. The analysis in Table 2 is the Secretariat’s initial assessment of the environment, based 

on the definitions in IPSAS 42. The analysis will be discussed in more detail with entities 

involved in the project during the next phase and is subject to change. The analysis is 

not meant to be a complete list of all potential social benefits in the environment. 

30. There is uncertainty regarding how the definitions in IPSAS 42 should be interpreted 

and applied, and because IPSAS 42 is not yet effective practice must still develop. For 

purposes of the analysis in Table 2, the Secretariat has applied the following approach 

with regards to the assessment of “mitigating social risk” and “addressing the needs of 

society as a whole”: 

(a) Mitigating social risk  

31. The event or circumstance that gives rise to the benefit has been assessed as only those 

relating to the characteristics of the individual or household directly. Mitigation of social 

risk has also been linked to addressing the needs of society as a whole in the 

assessment.   

32. For example, a benefit that covers prescribed actual medical costs of a person injured 

on duty, whether cash or in-kind, would relate to the characteristics of the individual (ill 

health) which adversely affect the person’s or household’s welfare. It therefore meets 

the definition of a social risk. A benefit that covers funeral costs of a person that died as 

a result of injury on duty was assessed to not meet this definition. This is because the 

costs could be seen as largely avoidable, are ceremonial and linked to different religions. 

33. There is an argument to say that assistance to certain individuals or households who 

meet eligibility criteria to obtain higher education would qualify as addressing a social 

risk (protection of household livelihood). This is distinguished from a society where free 

education is made available to the society as a whole as an individual service. The 

National Treasury will be engaged to draft a position paper on whether tertiary education 
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could be seen as a social benefit. Currently, it is unclear and there are different 

interpretations. 

(b) Addressing the needs of society as a whole  

34. To distinguish social benefits from insurance or other types of benefits (e.g. employee 

benefits), the benefits provided have been assessed as social benefits where the 

scheme addresses the needs of society as a whole, rather than an individual. This 

implies that contributions and benefits are determined for society as a whole, and not 

for each individual beneficiary. As noted in IPSAS 42, “society as a whole” could still 

mean certain sectors of society. 

35. For example, where benefits are calculated based on set formulas with thresholds, they 

could meet the requirement of mitigating social risk and addressing the needs of society 

as a whole (e.g. the benefits paid by the Compensation Fund are calculated based on a 

number of set factors with maximum benefit thresholds). However, where there are no 

set formulas or thresholds to benefits, it may not meet these requirements to be a social 

benefit (e.g. the benefits paid by the RAF are determined per individual through a court 

procedure).  

ACTION REQUESTED #2 

The Technical Committee is requested to NOTE the entities that potentially provide 

social benefits in the local environment and their involvement in the project.   

 

LOCAL LANDSCAPE: EXISTING ACCOUNTING PRACTICES AND LEGISLATIVE 

ENVIRONMENT 

Existing accounting practices 

36. The Secretariat obtained an initial understanding of existing accounting practices3 

through the involvement of entities noted in Table 2.  

37. It was found that entities currently have divergent accounting policies. The reasons for 

this are the following: 

(a) There is a gap in literature. There is no Standard of GRAP that provides guidance 

on accounting for social benefits. Previous communication from the ASB to the RAF, 

UIF and Compensation Fund was that they should consider IFRS 4 on Insurance 

Contracts when developing their accounting policies if they deemed their activities 

to be insurance-like and thought it was appropriate. All three of these entities have 

chosen to develop accounting policies based on IFRS 4 at the time. Only the 

 

3 For purposes of the analysis, “accounting practices” per the Board’s policy has been interpreted as 
the accounting policies applied by entities when preparing their financial statements. 
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Compensation Fund has retained those policies. The UIF changed their policies in 

2019/204 while the RAF changed their policies in 2020/215. 

(b) Different reporting frameworks apply. Public entities apply Standards of GRAP, 

while departments (including the National Treasury) apply the Modified Cash 

Standard (MCS). In the MCS departments only recognise cash transactions. 

However there are disclosure requirements in MCS for information similar to what 

would have been recognised in the Standards of GRAP, including for accruals and 

provisions. The Department of Social Development has not disclosed any liabilities 

related to social benefits while the National Treasury discloses provisions.  

(c) The nature of the schemes vary. Some schemes are funded by the same individuals 

or households who may become beneficiaries of the schemes (e.g. NHBRC and 

UIF), some are indirectly funded by these individuals or households (e.g. 

Compensation Fund and RAF), while others are funded by government 

appropriations (e.g. NSFAS, Department of Social Development and National 

Treasury). Those schemes funded directly or indirectly by those who may benefit 

could be seen as having insurance-like activities whereas the other schemes bear 

no resemblance to insurance.  

(d) There are different interpretations of the past event that gives rise to a liability for 

schemes. Entities have assessed the past event that gives rise to their liabilities on 

a spectrum ranging from when a contribution is received (NHBRC), the incident 

occurs (Compensation Fund and RAF5) to approval of the payment.  

Legislative environment 

38. Through a desktop review and engagement with entities, the Secretariat has identified 

legislative requirements that govern the activities of the entities that are involved in the 

project. Broadly, legislation determines the following for the social benefit environment 

that are relevant to the project: 

(a) Mandate and core functions of entities. 

(b) Particulars regarding benefits entities provide, including: 

• The types of benefits they provide. 

• The eligibility criteria for benefits. 

• How the benefits are funded and the contribution/levy rates, where applicable.  

• How to calculate benefits payable or what the set amounts are. 

(c) Entities’ financial reporting environment, including: 

 

4 The UIF changed their accounting policies for benefits payable from 2019/20. The past event was no 
longer seen as an eligible person becoming unemployed. It was changed to a claim being approved for 
payment, i.e. a limited current liability. They have therefore moved away from policies based on IFRS 4. 
They were qualified by the Auditor-General who did not agree with the change. The fund previously 
also only had current liabilities. 

5 The RAF has changed their accounting policies for claims liabilities from 2020/21. The new policies 
are based on IPSAS 42. The audit process is still ongoing and information on the change in policies is 
not yet publicly available. 
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• The financial reporting framework. Entities involved in the project are required 

to apply Standards of GRAP. Temporary exemption has been granted to 

departments to apply the MCS.  

• Indications of the past event giving rise to a liability. 

• Indications of the parameters to measure a liability. 

The above would be different for each entity. 

39. The Secretariat also identified potential changes in the environment that the project 

would need to monitor, including the proposed Road Accident Benefit Scheme Bill which 

was formally rejected by Parliament in 2020, the Social Development Bill which is being 

developed, and a potential National Social Security Fund.  

Secretariat’s concluding remarks 

40. Based on the analysis of existing accounting practices and the legislative environment, 

the Secretariat notes that there is a need for accounting guidance that will result in 

schemes recognising and measuring their liabilities in a consistent way. Given the 

diversity in the nature of the schemes, the related benefits and how the schemes are 

funded, the guidance should be principle-based to allow entities to apply their specific 

circumstances, including legislative environment, when determining their accounting 

policies. This may result in accounting policies that appear different among entities, but 

the policies would have been developed by applying consistent principles. Such a 

principle-based approach would also reflect the economic substance of each scheme 

and would provide the best information to the users of information of each scheme. 

ACTION REQUESTED #3 

The Technical Committee is requested to NOTE the existing accounting practices and 

legislative environment, and the Secretariat’s concluding remarks on the assessment. 

 

LOCAL LANDSCAPE: STAKEHOLDER VIEWS ON IPSAS 42  

41. As part of obtaining an understanding of the local environment, the Secretariat sought 

stakeholder views on IPSAS 42 to inform the Board’s approach to develop a Standard 

of GRAP. 

SCOPE AND DEFINITION  

Introduction 

42. Some stakeholders were unfamiliar with the scope of IPSAS 42 and the definition of a 

social benefit, including that it was restricted to cash benefits only. They questioned the 

implications on the local project scope and definition.  

43. In developing the Project Brief, the Board agreed that the project should only provide 

guidance on cash benefits. As part of this initial phase of the project, the Board would 

be asked to reconfirm the project brief.  

Local guidance and feedback from stakeholders 

44. GRAP 19 describes social benefits similarly to IPSAS 19. Entities locally would therefore 

be familiar with “social benefits” as including cash and in-kind benefits broadly.  
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45. Stakeholders raised questions about the narrower scope and definition of social benefits 

in IPSAS 42 and the project brief. The following was noted: 

• Only dealing with cash benefits was seen as a missed opportunity for the Board to 

provide holistic guidance on accounting for social benefits. Some stakeholders 

appeared somewhat disappointed that the definition would not include in-kind 

benefits which they see as part of the broader concept of social benefits.  

• Stakeholders preferred that benefits that can be dealt with together should not be 

separated. It may be difficult for some schemes to separate benefits that are similar 

in nature based on how they are settled. For example, a scheme may in certain 

circumstances pay service providers to provide a service to a beneficiary (in-kind), 

or in other circumstances pay cash to the beneficiary directly. Dealing with these 

benefits separately may further not provide good information to the users of financial 

statements. 

• The National Treasury noted that “social benefits” is generally understood to include 

in-kind benefits in statistical reporting, however there is a need for information on 

in-kind social benefits to be reported separately from cash benefits.  

Options for the local project 

46. To respond to stakeholder feedback, the Secretariat has identified two options for the 

local project’s scope and definition of social benefits. These are: 

• Option 1: Align the scope and definitions to IPSAS 42. [No change is required to 

the project brief.]  

• Option 2: Amend the definition of a social benefit in IPSAS 42 for the local project 

to include both cash and in-kind benefits. All other elements of the definition would 

remain unchanged. The scope of the Standard remains as cash benefits only. [This 

will require a slight amendment to the project brief on the key issues for the project 

to consider.] 

47. The Secretariat proposes that OPTION 2 be considered by the Technical Committee for 

recommendation to the Board, for the following reasons:  

• The broader definition would address some stakeholder concerns and would be 

easier to understand in the local environment. It would also be aligned closer with 

statistical reporting. 

• The option avoids the need to amend the definition at a later stage when the Board 

provides guidance on in-kind benefits (this would be considered only after the IPSAS 

expense landscape has been finalised). 

ACTION REQUESTED #4 

The Technical Committee is requested to: 

(a) NOTE local stakeholders views on what is a social benefit; and 

(b) CONSIDER and RECOMMEND an option to the Board for approval.  
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RECOGNITION AND MEASUREMENT 

Stakeholder views on the requirements when ED 63 was exposed for comment (2018) 

48. Local views on the two approaches in IPSAS 42 (see paragraph 17) when the 

Secretariat consulted on ED 63 were as follows: 

Insurance approach 

49. Stakeholders did not support the insurance approach being optional when an entity 

meets the criteria set out in the Standard to apply the approach. Entities that meet the 

criteria but do not choose to apply the insurance approach would be applying the general 

approach. The concern was that schemes that were so similar to insurance should  

provide information to users that reflect the insurance nature of the schemes. That would 

be achieved by applying IFRS 17, as required by the insurance approach.  

General approach 

50. The general approach was not supported locally as it does not result in relevant 

information to users about government’s obligations to provide social benefits. As noted 

in paragraph 24, the general approach in IPSAS 42 is rules-based and does not allow 

entities to consider the economic substance of their schemes when assessing the past 

event and extent of liability to recognise. All schemes are treated in the same way which 

was seen as inconsistent with the Conceptual Framework. Being alive was also viewed 

as impacting on the measurement of the liability, rather than part of recognition.  

51. Stakeholders locally therefore supported the alternative view. It was also closer aligned 

to accounting policies locally at the time than the general approach.  

IPSAS 42 in the current environment 

Insurance approach 

52. Based on discussions with stakeholders and assessing the local social benefit 

environment (see Appendix B Table 2), the Secretariat analysed how many entities 

locally could potentially qualify for the insurance approach in the current environment by 

applying the criteria in IPSAS 42. This analysis is included in Appendix B Table 3. As 

with the analysis for Table 2, the analysis for Table 3 has been done based on initial 

information obtained as part of this phase of the project, but is subject to change based 

on more detailed discussions with stakeholders in the next phase of the project, and 

may not be a complete assessment of all entities in the environment that provide social 

benefits.  

53. The number of entities that could potentially apply the insurance approach was found to 

be limited to three, namely the Compensation Fund, UIF and NHBRC. However: 

• It is uncertain if the Compensation Fund would be able to apply the requirements of 

IFRS 17 given how they are funded.  

• Although the UIF may potentially qualify to apply the approach, their recent change 

in accounting policies away from IFRS 4 indicates that they do not think an insurance 

approach provides the right information to users about the scheme’s activities and 

they are unlikely to prefer such an approach in a Standard of GRAP.  

• The benefits of the NHBRC are outside the scope of the project as they are not social 

benefits provided in cash.  



13 

General approach 

54. Stakeholders expressed mixed views about the appropriateness of the general 

approach. The RAF thought it was appropriate and have chosen to change their 

accounting policies to adopt the approach from 2020-21. There were, however, some 

members of the RAF team that had reservations about the approach. The RAF had also 

not engaged users in their decision to change their policies and could not provide input 

about whether the approach would meet local users’ needs. The UIF has changed their 

accounting policies in 2019-20 so that the past event is similar to what is described in 

the general approach in IPSAS 42, although the extent of the liability recognised is 

unclear and may be more extensive than the general approach. The UIF’s change in 

accounting policies is not known to be related to IPSAS 42.  

55. Other stakeholders such as the NHBRC, and users of information such as the National 

Treasury expressed dissatisfaction with the reduction of liabilities that would result from 

the application of the general approach while there were no changes to the schemes. 

They did not believe the information would be useful to the users of financial statements. 

They preferred an actuarial valuation of a scheme’s liabilities and noted that the financial 

statements should make all useful information available to users.  

Secretariat’s concluding remarks 

56. Given feedback from local stakeholders on IPSAS 42, the Secretariat notes it may not 

be appropriate to develop recognition and measurement requirements for a Standard of 

GRAP on social benefits based on IPSAS 42, without modification, because:  

• The insurance approach would potentially have limited application in the local 

environment, if any. 

• There are concerns with the general approach, as is, and it is unlikely to provide 

useful information to users of the financial statements.  

ACTION REQUESTED #5 

The Technical Committee is requested to NOTE local stakeholder views on IPSAS 42, 

and the Secretariat’s concluding remarks. 

 

 LOCAL LANDSCAPE: OTHER CONSIDERATIONS PER THE BOARD’S POLICY 

57. As noted in paragraph 8, the policy requires the Board to consider any other matters 

that may be relevant in determining an approach to develop a Standard of GRAP. These 

include the capacity of entities to adopt new requirements, potential resource constraints 

of a change in accounting and reporting requirements, the potential impact of the timing 

of a change in accounting and reporting requirements on other financial management 

reforms and the urgency to deal with a particular issue. Stakeholders have been 

engaged on these matters with reference to the requirements of IPSAS 42, as that would 

be the starting point to develop a Standard of GRAP per the Board's policy. 

Capacity and resource constraints 

58. Stakeholders involved in the initial phase of the project did not express any specific 

concerns regarding their capacity or resource constraints to potentially change 

accounting policies to IPSAS 42.  
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59. The RAF has experience of changing their accounting policies from IFRS 4 based 

policies to IPSAS 42. They noted that they mostly had the information that was needed 

available in their systems but they still required the services of actuaries to measure 

their liability. The Compensation Fund could be in a similar position to the RAF as they 

have similar accounting policies, while the recent change of the UIF’s policies brought 

them seemingly closer to the requirements of IPSAS 42 compared to their previous 

policies. 

60. The Department of Social Development noted that the information that would be 

required to report a liability on social benefits would mostly be with SASSA and not the 

Department (e.g. the beneficiaries that meet eligibility criteria). Since the department 

currently does not recognise or disclose any liabilities, and also does not disclose 

information on a principal-agent relationship with SASSA, the Department would 

potentially report on social benefits for the first time as a result of being made aware of 

the requirements that exist in MCS through this project. The Department does have 

some longer-term information available as they currently run a model projecting 

payments for the next five years based on e.g. population growth. The National Treasury 

noted that the Department may need to be given sufficient time to build data before they 

are required to change their accounting policies. 

61. The NHBRC noted that they are starting a project to assess implementation of IFRS 17 

in August 2021.  

Impact on other financial management reforms 

62. No other financial management reforms were identified in the environment. As noted in 

paragraph 39, there are potential changes to the legislative environment which will be 

monitored as the project progresses. Other potential changes in the environment as a 

result of COVID-19 will also be monitored as the project progresses.  

Urgency to provide guidance on social benefits 

63. The Board heard through the work programme consultation that providing guidance on 

social benefits is urgent as there is a gap in the literature. This was confirmed during 

stakeholder consultations. 

ACTION REQUESTED #6 

The Technical Committee is requested to NOTE stakeholder feedback on other matters 

the Board should consider in deciding on an approach to develop a Standard of GRAP. 

 

CONCLUDING PROPOSALS ON THE APPROACH TO DEVELOP A STANDARD OF GRAP 

Converging with IPSAS 42 

64. Based on the Board’s policy, the Board would first consider the appropriateness of the 

requirements of IPSAS 42 for the local environment (see paragraph 7). Based on the 

recommendations from stakeholders, developing a Standard of GRAP using  IPSAS 42 

unmodified may be inappropriate for the local environment. There does not appear to 

be a clear need for the insurance approach, and there are questions regarding the 

appropriateness of the general approach, specifically the recognition and measurement 

requirements.  
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65. The Secretariat proposes that although IPSAS 42 could be used as a starting point to 

develop a Standard of GRAP, the insurance approach could be eliminated and the 

general approach would need to be modified by drawing from other sources to develop 

recognition and measurement requirements for a Standard of GRAP. 

Other possible sources to develop requirements for a Standard of GRAP 

66. There are no IFRS Standards that provide guidance on accounting for social benefits.  

67. While IPSAS 42 is not yet effective, the guidance applied in other jurisdictions in the 

public sector was considered as a potential reference point for the Board. As noted in 

the project brief, guidance is generally lacking and many countries account for social 

benefits on the cash basis. This was confirmed to still be the case at present.  

68. The Secretariat proposes that, as a result of the lack of guidance from external sources, 

the project considers the principles that exist in the Conceptual Framework and other 

Standards of GRAP to modify the general approach in IPSAS 42. The potential 

application of these to social benefits could be explored further in the next phase of the 

project. 

Other feedback from stakeholders  

69. During stakeholder engagements a few ideas were shared with the Secretariat that the 

Board could consider in developing requirements suitable for the local environment. The 

suggestions mainly relate to the potential impact of a scheme’s funding structure on its 

liabilities and information needs of users, and where information on social benefit 

obligations should be reported. The Secretariat proposes that the merit of these 

suggestions be considered further in the next phase of the project. 

Concluding recommendations on an approach to develop a Standard of GRAP 

70. The Secretariat recommends that the Technical Committee considers an approach to 

develop a Standard of GRAP that would balance stakeholder views while complying with 

the Board’s policy to meet its strategic objectives and mandate and considering other 

relevant factors. 

71. To summarise the proposals in the memorandum, the following approach is proposed: 

• IPSAS 42 is used as a starting point to develop a Standard of GRAP. 

• The definition of a social benefit is broadened to include in-kind benefits, but the 

scope of the Standard will remain as cash benefits only for this project. 

• The insurance approach is eliminated. 

• The general approach is modified based on the principles in the Conceptual 

Framework and existing Standards of GRAP, specifically the recognition and 

measurement requirements of the liability.  

• The potential impact of the funding mechanism of a scheme on its liability is 

considered. 

• Consider if some information could potentially be provided outside the financial 

statements. 

• The presentation and disclosure requirements are developed based on the 

recognition and measurement requirements. These may therefore also depart from 

IPSAS 42.   
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Implications for the project brief 

72. The next phase of the project per the existing project brief is for the Technical Committee 

and Board to consider an Issues Paper on the issues that may exist with the application 

of IPSAS 42 in the local environment.  

73. The Secretariat recommends that the project brief is amended to also consider how the 

Conceptual Framework and existing Standards of GRAP could be used to modify the 

general approach in IPSAS 42, as well as the potential implications of different funding 

mechanisms on a scheme’s liability.  

74. Presentation and disclosure requirements, including whether certain information may be 

better suited for the broader annual report and not the financial statements, would be 

considered as part of developing an Exposure Draft. These requirements would follow 

from the recognition and measurement requirements.  

75. These proposed changes have been marked-up in the project brief (see attachment 

8(b)). 

ACTION REQUESTED #7 

The Technical Committee is requested to: 

(a) CONSIDER the Secretariat’s summary of proposals in paragraph 71 and 

RECOMMEND an approach to the Board; and 

(b) CONSIDER the proposed amendments to the project brief and RECOMMEND them 

to the Board for approval. 

 

NEXT STEPS  

76. The Board would be requested to determine an approach to develop a Standard of 

GRAP on social benefits at its meeting in September 2021.   

77. Based on the Board’s decisions, the Secretariat will present an Issues Paper to the 

Technical Committee and Board in March 2022.  
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Appendix A 

Table 1: Development of the definitions and scope of social benefits in IPSAS 

Date Pronouncement Definition Scope Outcome 

2004 Invitation to 

Comment (ITC) 

on Accounting 

for Social 

Policies of 

Government  

Similar to IPSAS 19. The IPSASB sought 

views on how to 

account for a wide 

range of social benefits, 

based on the 

requirements of 

IPSAS 19. 

The development of an IPSAS was supported. However, the 

IPSASB failed to reach consensus on when a present obligation 

arises, especially for contributory cash transfer schemes. The 

IPSASB also came to a view that the financial statements 

cannot satisfy all a user’s information needs on social benefits. 

Further information about the long-term fiscal sustainability of 

those schemes is required. An ED and Consultation Paper (CP) 

were developed. 

2008 ED on Social 

Benefits: 

Disclosure of 

Cash Transfers 

to Individuals or 

Households  

Cash transfers to individuals or 

households. 

The ED only dealt with 

the disclosure of cash 

transfers. 

Respondents did not consider that the proposed disclosures in 

the financial statements could convey sufficient information 

about social benefits. There can be a significant overlap 

between cash transfers and individual services; providing 

information about cash transfers, but not individual services 

does not provide useful information about the future 

sustainability of social benefit schemes. The IPSASB did not 

proceed with the ED. 

2008 CP on Social 

Benefits: Issues 

in Recognition 

and 

Measurement 

Narrower definition: 

Cash transfers and collective and 

individual services that are provided by an 

entity to individuals or households in non-

exchange transactions to protect the entire 

population, or a particular segment of the 

population, against certain social risks. 

(Social risk was not defined.)  

Only those cash 

transfers and collective 

and individual goods 

and services related to 

social risk would be 

social benefits. 

Views were sought on 

potential recognition 

and measurement 

requirements. 

The IPSASB did not reach a consensus on when a present 

obligation arises for social benefits within the scope of the CP. 

They agreed to progress work further once their Conceptual 

Framework was finalised, and to develop the project brief for 

guidance on providing long-term financial sustainability 

information outside the financial statements. 
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Date Pronouncement Definition Scope Outcome 

2015 CP on 

Recognition and 

Measurement of 

Social Benefits 

The definitions of a social benefit and 

social risk were aligned with those in GFS. 

Social benefits: Benefits payable to 

individuals and households, in cash or in 

kind, to mitigate the effect of social risks. 

Social risks: Events or circumstances that 

may adversely affect the welfare of 

individuals and households either by 

imposing additional demands on their 

resources or by reducing their income. 

Different factors would 

arise in the recognition 

and measurement of 

transactions that 

address specific social 

risks (i.e., social 

benefits) and those 

transactions that do 

not. Therefore they are 

dealt with separately. 

Some concerns about the definitions led to the definitions 

developed for ED 63 being reframed to fit an accounting 

framework as opposed to an economic/statistical framework. 

For the project to be manageable, the IPSASB agreed to deal 

with collective, individual and other non-exchange expenses 

separately from social benefits.  

2016 ED 63 on Social 

Benefits 

Clarifications were made from the CP: 

Social benefits are provided to: 

(a) specific individuals and/or households 

who meet eligibility criteria; 

(b) mitigate the effect of social risks; and 

(c) address the needs of society as a 

whole; but 

(d) are not universally accessible 

services. 

Social risks are events or circumstances 

that: 

(a) relate to the characteristics of 

individuals and/or households (e.g. 

age, health, poverty and employment 

status); and 

(b) may adversely affect the welfare of 

individuals and/or households, either 

by imposing additional demands on 

their resources or by reducing their 

income. 

It was aligned with GFS 

except for universally 

accessible services and 

employee benefits 

which are also social 

benefits in GFS (see 

diagram 2 below).  

The ED distinguished 

between social risks 

and other risks, e.g. 

risks related to the 

characteristics of 

geography or climate 

and not characteristics 

of the individual. 

Stakeholders supported the development of IPSAS 42. It was 

necessary to clarify that social benefits will be cash only in 

IPSAS 42, to clarify the boundary with individual and collective 

services. The economic substance of cash transfers made to 

individuals and households is different to the economic 

substance of services provided to individuals and households. 
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Diagram 2: Scope of social benefits6 

 

 

 
6 Source: “At a glance” summary issued with ED 63. 
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Appendix B 

Table 2: Entities that potentially provide social benefits in the local environment and their involvement in the project 

Entity Involvement in project Benefits Social benefit? 

Cash / 

in-kind 

Specific 

individuals / 

households 

based on 

eligibility 

Social risk Society as 

a whole 

Compensation 

Fund7 

• Reviewed 2019/20 annual report 

• Engagement scheduled for 

August 2021 

• Keep involved on project 

Constant attendance allowance Cash    

Temporary disability Cash    

Permanent disability Cash    

Pension Cash    

Medical aid In-kind    

Funeral costs In-kind  X N/A 

Compensation 

Commissioner for 

Occupational 

Diseases in Mines 

and Works 

• Potentially engage in next phase 

of the project 

• Reviewed the 2019/20 annual 

report of the Department of 

Health (annual reports of the 

entity not available) 

• Reviewed the 2021/22 annual 

performance plan 

Compensation for occupational lung 

diseases in miners and ex-miners (lump 

sum or loss of earnings for up to 6 months) 

Cash    

Pension benefits to former workers or 

spouses (no benefits for current workers) 

Cash    

 

7 There are certain municipalities that have exemption certificates from registering as employers with the Compensation Fund. These exempt municipalities are 
responsible to pay benefits to their employees who get injured on duty. The Compensation Fund may assist in handling the claim (at a fee). These benefits paid 
would be employee benefits rather than social benefits and have been excluded from this stage of the project. 
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Entity Involvement in project Benefits Social benefit? 

Cash / 

in-kind 

Specific 

individuals / 

households 

based on 

eligibility 

Social risk Society as 

a whole 

Road Accident 

Fund (RAF) 

• Reviewed 2019/20 annual report 

• Engagement held 

• Keep involved on project 

General damages / non-patrimonial loss Cash  X N/A 

Loss of earnings Cash   X 

Loss of support Cash   X 

Medical compensation Cash 

and in-

kind 

   

Funeral costs In-kind  X N/A 

RAF and claimants’ legal and other costs In-kind  X N/A 

Unemployment 

Insurance Fund 

(UIF) 

• Reviewed 2019/20 annual report 

• Engagement scheduled for 

October 2021 

• Keep involved on project 

Unemployment benefits including illness-, 

maternity-, adoption- and dependents 

benefits related to unemployment 

Cash    

Unemployment Alleviation Schemes - fund 

training institutions and SETAs 

Cash 

and in-

kind 

X N/A N/A 

Department of 

Social Development 

• Reviewed 2019/20 annual report 

• Engagement held 

• Keep involved on project 

Child support grant Cash    

Disability grant Cash    

Foster child grant Cash    

Care dependency grant Cash    

Grant in-aid Cash    

Older persons grant Cash    
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Entity Involvement in project Benefits Social benefit? 

Cash / 

in-kind 

Specific 

individuals / 

households 

based on 

eligibility 

Social risk Society as 

a whole 

Social relief of distress  Cash    

War veterans grant Cash    

COVID 19 relief (R350)  Cash    

Stipend payment i.t.o employment 

programmes 

Cash Rather payment for services (similar to 

EPWP) 

Welfare and social services policy 

development and implementation support 

Cash 

and in-

kind 

X N/A N/A 

South African 

Social Security 

Agency (SASSA) 

• Reviewed 2019/20 annual report 

• Engage in next phase of the 

project 

N/A – acts as an agent of the Department of Social Development 

National Home 

Builders 

Registration 

Council (NHBRC) 

• Reviewed 2019/20 annual report 

• Engagement held 

• Although they do not provide 

social benefits, they are 

interested to stay involved in the 

project 

Claims for defective homes Cash 

and in-

kind 

 X N/A 

Building of green houses In-kind    

National Student 

Financial Aid 

Scheme (NSFAS) 

• Reviewed 2019/20 annual report 

• Engagement held 

• While there is uncertainty about 

Student bursary – tertiary education In-kind  ?  

Student bursary – living allowance Cash 

and in-

kind 

 ?   



23 

Entity Involvement in project Benefits Social benefit? 

Cash / 

in-kind 

Specific 

individuals / 

households 

based on 

eligibility 

Social risk Society as 

a whole 

whether they provide social 

benefits, they are interested to 

stay involved in the project 

National Treasury 

(programme 7) 

• Reviewed 2019/20 annual report 

• Engagement held 

• They will remain involved in the 

project 

Civil pensions and contributions to funds8 Cash 

and in-

kind 

Payments to civil servants are employee 

benefits for government. The payments 

are mostly to medical and pension funds, 

not individuals.  

There is a small portion of benefits to war 

veterans which includes liberation wars. 

Some of these beneficiaries may not have 

been civil servants and may meet the 

definition of a social benefit.  

Military pensions and other benefits9 Cash 

and in-

kind 

Government 

Pensions 

Administration 

Agency (GPAA) 

• Reviewed 2018/19 annual report 

• Potentially engage in next phase 

of the project 

N/A – acts as an agent of the National Treasury 

Disaster Relief 

Fund, Refugee 

Relief Fund, Social 

Relief Fund and 

• Reviewed 2019/20 annual 

reports of each of the entities 

Emergency relief Cash 

and in-

kind 

 X N/A 

 

8 The benefits include post-retirement medical benefits, injury on duty and special pensions, medical subsidies to retired civil servants and pension payments 
to injured and disabled civil servants, as well as benefits to the beneficiaries of deceased civil servants and to former struggle veterans. 

9 The benefits include payment of military pension benefits and medical claims arising from injuries sustained during various wars including the liberation wars. 
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Entity Involvement in project Benefits Social benefit? 

Cash / 

in-kind 

Specific 

individuals / 

households 

based on 

eligibility 

Social risk Society as 

a whole 

State President 

Fund 
• No need to involve them at this 

stage as they do not provide 

social benefits 

National 

Development 

Agency (NDA) 

• Reviewed 2019/20 annual report 

• No need to involve them at this 

stage as they do not provide 

social benefits 

Funding of and support to civil society 

organisations 

Cash X N/A N/A 

Federated 

Employers Mutual 

Assurance 

Company 

• No need to involve them at this 

stage as they do not provide 

social benefits 

Workmen’s compensation for the 

construction industry (insurance to 

employers) 

Cash N/A - insurance 

Rand Mutual 

Assurance 

Company 

• No need to involve them at this 

stage as they do not provide 

social benefits 

Workmen’s compensation for the mining 

industry (insurance to employers) 

Cash N/A - insurance 
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Table 3: Potential application of the IPSAS 42 insurance approach in the local environment 

Entity Intended to be 

fully funded 

Manages scheme 

in the same way 

an insurer would 

Comment 

Compensation Fund  ? Although employers contribute for the employees they have, a direct link 

between contributions and payments may not be there in order to apply the 

requirements of IFRS 17. 

Compensation Commissioner for 

Occupational Diseases in Mines and 

Works 

X ? Pension benefits are unfunded (Department of Health funds the entity for the 

benefits). Other benefits are funded by levies collected from controlled mines 

and works based on the number of risk shifts worked, multiplied by a specific 

rate per commodity. It is yet to be determined whether the scheme is managed 

in the same way as an insurer. 

RAF X X Although the RAF may bear some resemblance to insurance, the RAF does 

not have the ability to ensure that it is fully funded. 

There is no direct link between the RAF’s funding and the specific individuals 

or households who benefit from the scheme. The benefits paid are also not 

clearly set and “general damages” may be any amount afforded through the 

legal system. 

UIF    

Department of Social Development X X The benefits are unfunded. 

SASSA N/A – agent of Department of Social Development 

NHBRC   The NHBRC sees itself as a warranty provider and concluded that it should be 

applying IFRS 4, to be replaced with IFRS 17, to provide meaningful 

information to their users. 

NSFAS X X The benefits are unfunded. 

National Treasury (programme 7) X X The benefits are unfunded. 

GPAA N/A – agent of the National Treasury 
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Entity Intended to be 

fully funded 

Manages scheme 

in the same way 

an insurer would 

Comment 

Disaster Relief Fund, Refugee 

Relief Fund, Social Relief Fund and 

State President Fund 

N/A – emergency relief is outside the scope of the project. 

NDA N/A – the funding of organisations is outside the scope of the project. 

Federated Employers Mutual 

Assurance Company 

N/A – the benefits are insurance and outside the scope of the project. 

Rand Mutual Assurance Company N/A – the benefits are insurance and outside the scope of the project. 

 

 


