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BACKGROUND AND OBJECTIVE 

Project background 

1. The Standards of GRAP are developed to provide users of the financial statements, i.e. 

the providers of resources to government and the recipients of services from 

government, with information to hold government accountable and to make decisions. 

However, much of the information provided in the financial statements may not be well 

understood by users. Based on stakeholder feedback on the Board’s work programme 

consultation for 2021 to 2023, the Board agreed to develop communication material to 

help users understand the financial statements. See attachment 5(b) for the project brief. 

2. The National Treasury previously indicated that they intended to undertake a similar 

project and would apply for funding from the European Union to execute it. The Board 

agreed that the Secretariat should not duplicate efforts if the National Treasury project 

goes ahead.  

Objective of this memorandum 

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

Board’s consideration and approval: 

• the National Treasury’s project;  

• similarities with the Board’s project; and 

• the proposed way forward for the Board’s project. 

NATIONAL TREASURY’S PROJECT 

4. The initial step in the Board’s project was for the Secretariat to obtain an understanding 

of the National Treasury’s project, and to see how we could work together. The 

Secretariat had initial engagements with the Office of the Accountant-General and 

reviewed their terms of reference to understand what similarities exist between the 

National Treasury’s and the Board’s projects. The terms of reference of the National 

Treasury’s project is included as attachment 5(c) for information purposes. A summary 

of the National Treasury’s project is included below. 

http://www.asb.co.za/
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5. The overall objective of the National Treasury’s project is to develop and pilot education 

material to assist the preparers and users of financial statements in their analysis and 

understanding of annual financial statements and annual reports. The project will focus 

on municipal financial statements. 

6. The project will draft and design three categories of guidelines as follows: 

Prepared for Focus of guideline 

Preparers of financial information Guidance on the selection and application of 

accounting policies, the application of 

materiality and effectively communicating the 

financial results to address user needs. 

Users(*) that are managers who do 

not prepare financial statements, 

and members of oversight bodies 

Designed to help users understand the purpose 

of the financial statements and annual reports, 

and enable them to interpret and use 

information to hold officials in municipalities and 

entities accountable and to make better and 

informed decisions. 

Users(*) that are decision makers 

(*) The users targeted include municipal executive authorities, political decision makers, 

financial governance structures, oversight structures, stakeholder groups, external and 

internal stakeholders. In accordance with the Technical Committee’s recommendation, 

the Secretariat will share with the National Treasury the need to educate external users, 

such as rating agencies, on how to use the information provided in financial statements 

prepared using Standards of GRAP, and recommend that they include these users in 

their project. 

7. In a second phase, the project will draft and design a fourth guideline, being the public 

communication of the content using multi-media products. 

8. Instead of covering all the potential areas in the financial statements, the project will 

focus on a number of key areas, including: 

• A municipality’s accountability for how it spends its budget. 

• Specific areas of spending such as capital expenditure and employee costs. 

• Revenue. 

• Levels of debt and how the debt will be settled.  

9. The National Treasury has appointed an external service provider to develop the 

guidelines. It is expected that the project will be finalised by June 2022.  

SIMILARITIES WITH THE BOARD’S PROJECT 

Guideline for preparers 

10. The Board has previously done work on reporting information to the public. One possible 

outcome of the project was for the Board to develop a guide for preparers to assist them 

in reporting information to the public in a meaningful and useful way. The research 

indicated that the environment was not mature enough at that time for the Board to 

develop such guidance. However, the Board published the results of its research in a 

Research Paper, with the aim of creating awareness and influencing the way in which 

entities report. The research has been shared with the service provider appointed by the 

https://www.asb.co.za/wp-content/uploads/2019/12/Research-Paper-on-Reporting-Information-to-the-Public.pdf
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National Treasury to assist them with the guideline for preparers.  

Guideline for users 

11. There are many similarities between the Board’s project to develop communication 

material to users, and the work that the National Treasury will do to develop education 

material for users. However, the National Treasury’s project is broader than intended by 

the Board because: 

• The Board’s mandate limits the material to communication rather than education 

material, while the National Treasury’s material is intended to be educational. 

• The Board’s project would focus on a specific subset of users, being users in 

oversight structures with oversight responsibilities related to financial reporting, 

while the National Treasury’s project will focus on a broader group of users as 

noted in paragraph 6. 

• The National Treasury has funding to develop multi-media products in addition to 

specific guidelines. 

12. The National Treasury’s project is focused on municipal financial statements. The 

Board’s project is intended to assist users at all levels of government. The Secretariat 

notes, however, that the guidelines developed by the National Treasury’s project would 

be equally useful to other levels of government.  

13. The Board intended for the Secretariat to develop the material from October 2021 to 

October 2022. The timeline is therefore aligned with the National Treasury’s project. 

PROPOSED WAY FORWARD FOR THE BOARD’S PROJECT 

14. The Technical Committee recommends that the Secretariat provides support to the 

National Treasury’s project, instead of executing the Board’s project. The support would 

entail dedicating staff time to review the material developed by the National Treasury, to 

ensure it is aligned with the requirements of the Standards of GRAP, and the Board’s 

previous research as published in the Research Paper. This is because: 

• The Board’s project brief notes that the project would need to ensure that existing 

material is not duplicated, and that the National Treasury’s project is considered. 

• The work that will be done through the National Treasury’s project would sufficiently 

address the objective of the Board’s project.  

15. The Technical Committee and Board will be kept informed of the progress made on the 

National Treasury’s project, and the Secretariat’s involvement. This feedback will be 

provided at the March 2022 and September 2022 meetings. Draft material will also be 

presented to the Technical Committee for input. 

ACTION REQUESTED 

The Board is requested to CONSIDER the recommendations in paragraphs 14 and 15 

and APPROVE them, if deemed appropriate.   

NEXT STEPS  

16. The National Treasury will develop an Inception Report and work plan for their project, 

which will be shared with the Secretariat. If the Board agrees with the recommendation, 

the Secretariat will plan resources according to the National Treasury’s work plan.  


