690 No. 53605 GOVERNMENT GAZETTE, 31 OCTOBER 2025

NATIONAL TREASURY

NOTICE 3578 OF 2025

PUBLIC FINANCE MANAGEMENT ACT, 1999:

INVITATION FOR PUBLIC COMMENTS ON PROPOSED REGULATIONS ON
ACCOUNTING STANDARDS

1. The Minister of Finance, in terms of section 91(1) of the Public Finance Management Act,
1999 (Act No. 1 of 1999 — the Act), proposes to make the regulations set out in the
Schedule and the proposed implementation date is from the financial year commencing
on 1 April 2028:

(a) Annual Improvements to the Standards of GRAP (2024);
2. Public comments on the proposed regulations are, in terms of section 91(4) of the Act,

invited and comments may be submitted to CommentDraftLegislation@treasury.gov.za
within 30 days from the date of publication of this notice.

SCHEDULE

Annual Improvements to the Standards of GRAP (2024): available on the website of the ASB
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PUBLIC FINANCE MANAGEMENT ACT, 1999
REGULATIONS ON ACCOUNTING STANDARDS

The Minister of Finance, acting in terms of section 91(1)(b) and (c) of the Public Finance
Management Act, 1999 (Act No. 1 of 1999), has made regulations prescribing the following
standards of generally recognised accounting practice set out in the Schedule with an
implementation date of 1 April 2027:

(@) GRAP 1 on Presentation of Financial Statements (Revised 2022);
(b) GRAP 103 on Heritage Assets (Revised 2022);

(c) GRAP 105 on Transfers of Functions Between Entities Under Common Control
(Revised 2023);

(d) GRAP 106 on Transfers of Functions Between Entities Not Under Common Control
(Revised 2023); and

(e) GRAP 107 on Mergers (Revised 2023);

SCHEDULE
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MEMORANDUM

TO Minister of Finance, Mr Enoch Godongwana, MP
FROM Accountanl-General, Mr Shabeer Khan
DIVISION Office of the Accountant-General

DATE 17 June 2025

APPROVAL OF REGULATIONS UNDER SECTION 91 OF PUBLIC FINANCE
MANAGEMENT ACT, 1999

1. PURPOSE

To request the Minister, in terms of section 91(4) of the Public Finance Management Act, 1999
{Act Mo. 1 of 1999 - the Act), to make regulations prescribing the following amended Standards
of Generally Recognised Accounting Practice (GRAP), in the Gazeite (Annexure A):

a. GRAP 1 on Presentation of Financial Statements;

b. GRAF 103 on Heritage Assets;

c. GRAP 105 on Transfers of Functions Between Entities Under Common Conlrof,

d. GRAP 106 on Transfers of Funclions Between Entities Not Under Cormmon Conlrol, and
e. GRAP 107 on Mergers.

2.  INTRODUCTION AND BACKGROUND
2.1  Section 91 of the Act provides as follows:

1) The Minister, after consulling the Auditor-General, may make regulations—

fa) ..

{b)  prescribing the standards sel by the Board in lterms of section 89; and

(c)

Fiwarna wa Tiko « Grvamals Murdwss - Basionals Tesowks = Lelapha ls Besetibaba I Matloths - uVsyarge weotinssl « Ltk leTethrnsli taVelenihe « Teeks ya Matketls o Borgtihshaba
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SUBJECT: APPROVAL OF REGULATIONS UNDER SECTION 91 OF PUBLIC FINANCE MANAGEMNET ACT, 1999
PRACTICE

2.2

2.3

3.1

3.2

3.3

(2)  The Minister must consuit the Board on the implementation date of a regulation made in
terms of subsection {1}(b}.

(3)  Different regulations may be made in terms of subsection (1) (b} for different categories
of institutions to which the sftandards set in terms of section 89 apply.

(4)  Draft regulations prescribing standards in terms of subsection (1) {b) must be published
for public comment in the national Government Gazette hefore their enaciment.”.

The National Treasury, in accordance with section 91(4) of the PFMA and with approval from
the Minister, published the draft regulations in the Gazette for public comment (Annexure B).
The comment period closed on 31 October 2024.

In addition, the Minister requested comments from the Auditor-General and the Chairpersen
of the Accounting Standards Board (ASB) on the proposed regulation as required in terms of
section 91(1)(b) and 91(2) of the PFMA.

COMMENTS RECEIVED ON THE PROPOSED REGLATIONS
Public comment receoived

A comment letter was received from the South Africa Chapter of the Association of Certified
Fraud Examiners (ACFE SA), dated 22 November 2024 reflects a strong emphasis on
enhancing financial transparency, fraud prevention, and forensic accountability within the
public sector (Annexure C).

While the ACFE SA expressed overall support for the proposed amendments to the Standards
of GRAP, their submission also highlights areas where additional measures, mainly related to
fraud risk mitigation and forensic oversight could, in their view, further enhance the
effectiveness of the standards.

The detailed recommendations submitted by ACFE SA, along with the corresponding views of
the Office of the Accountant-General {OAG), are set out in the table below for ease of
reference. While ACFE SA’s recommendations are noted, it is important to highlight that the
Standards of GRAP are designed to address the broader information needs of users of
financial statements, with a focus on accountability, transparency, and sound financial
reporting. As such, they do not primarily serve as instruments for fraud risk mitigation, which

Miwwrna wa Tk « Gwama la Muvhuso « Nasienab: Terourie « Lefapha b Bosetihaba la Matiotlo - ubinyangs wezezimali . Litike 1eTetimali taWelonkhe « Tireba ya Matlotlo o B
Tshwbrelwrise ya Matlatlo a Mabe « UMiyange woailel - el felirowa Mali yelbovw
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SUBJECT: APPROVAILL OF REGULATIONS UNDER SECTION 91 OF FLUELIC FINANCE MANAGEMNET ~C7 1999
PRACTICE

is more appropriately addressed through internal controls, audit framewaorks, and governance
mechanisms external to the accounting standards themselves.

ACFE SA recommendation OAG view on recommendation

GRAP 1 on Presentation of Financial Statements

Include explicit guidelines on fraud-related GRAP 1 promotes fransparent and understandable
disclosures, such as material misstatements and presentation of financial statements. While it allows
risk mitigation measures. for disclosure of material risks and uncertainties,

including those related to fraud where relevant, its
primary objective is not to prescribe fraud-specific
reporting. Broader fraud mitigation efforts are
addressed through audit standards and govemance

frameworks
GRAP 103 on Heritage Assets
Require periodic independent valuations and GRAP 103 requires entities to disclose the basis for
disclosure of safeguarding controls. valuing heritage assets and the nature of these

assets. While safeguards and independent
valuations support good govemance, such
operational controls fall outside the scope of the
accounting standard. These aspects are better
addressed through asset management policies of a
reporting entity.

GRAP 105 on Transfers of Functions Under Commaon Control

Require detailed reporting of transferred assets and | GRAP 105 reflects the continuation of control and
liabilities, including fair value assessments. therefore prescribes the use of carrying amounts.
Entities are encouraged to provide additional
disclosures where useful, but detailed fair value

| reporting is not required. Fraud prevention
objectives should be managed through appropriate
due diligence and governance controls during the
transfer process.

GRAP 106 on Transfers Not Under Common Control

Require forensic reviews where there are significant | While GRAP 106 requires fair value measurement

valuation discrepancies. and relevant disclosures, the commissioning of
fkwama wa Tike - Geeame [a Muvbuso « Nasionzle Tesourie « Lefapha ta B dhata la Metlodo - uid iFret + Litike leTetimal] taWelonkRe « Tirelo ya Maetlotho o Bosetihahabn
Tatwbetlets ya Mallollo s Maha +AJt4 ihR « Isebe leNgamra Miafi yellowe
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SUB.ECT: APPROVAL OF REGULATIONS UNDER SECTION 81 OF PUBLIC FINANCE MANAGEMNET ACT, 1299

PRACTICE

ACFE SA recommendation

| OAG view on recommendation

| forensic reviews falls outside the scope of financial B

reporting standards. This is a governance malter
that should be managed through internal control
systems and audit planning.

GRAP 107: Mergers

l

' Implement mandatory post-merger forensic audits.

GRAP 107 addresses the accounting treatment of
mergers, including recognition and measurement
principles. Forensic audits are operational tools
governed by institutional risk management
practices and should not be embedded in

accounting standards.

| capacity Building

Provide training on the updated GRAP standards,
with attention to fraud-prone areas.

The QAG and the ASB are commilled to supperting
implementation of these amendments through
guidance. The GRAP Knowledge Hub will serve as
a central platform to provide accessible, user-
friendly guidance cn the amendments to the
Standards of GRAP. While the focus of the
standards remains on financial reporting,
complementary governance and fraud risk
considerations can be addressed through
supplementary materials and coordinated
stakeholder engagement.

Enhanced Disclosure Requirements

Mandate disclosure of fraud risks, investigations,
and mitigation efforts.

GRAP allows entities to disclose informatian
necessary for users to understand financial
performance and position. However, fraud-specific
disclosures, in an entity’s annual report, are more
appropriately governed by legisiation, internal
control frameworks, and audit standards rather than
accounting guidance.

Alignment with Forensic Objectives

shaba la fdetloth
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' OAG view on recommehndation

7ACFE SA recommendation

Require the use of forensic auditors for high-risk
transactions.

While the recommendation promotes robust
governance, such operational matters fall outside
the remit of accounting standards. Oversight bodies
and audit committeas are better placed {o
determine the appropriate use of forensic audit
expertise based on risk.

Phased Implementation

Introduce phased implementation timelines with
support for smaller entities.

The effective date of the amended Standards of

GRAP has been deliberately deferred to allow
entities sufficient time to prepare for
implermnentation. This approach provides a de facto
phased implementation period, enabling public
enlities, especially those with capacity constraints,
to familiarise themselves with the changes and
access the necessary support, including guidance
from the GRAP Knowledge Hub.

34

ACFE SA’s submission will be shared with the Accounting Standards Board (ASB) for their
consideration, given their role in developing and maintaining the Standards of GRAP. The
Office of the Accountant-General will also engage with the ASB and other relevant
stakeholders to assess whether any additional guidance or support materials are needed to
address the practical considerations raised, particularly in areas where the concerns intersect

with broader governance, risk management, and accountability frameworks.

3.5

Pilwaama wed Tiko « Gymma la Muvhusa - Nesionale Tesourie + Lefipha la Bosetihaba ln Matiotio « ub

Tshetwheties ya Matlailo 2 Naha - Uiy anga weohad « e isMgrowe Mali yel izvr

¥1 Mational Treasury [ W cTreasaryHsA

No other public comments were received during and/or after the comment period.
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MEMORANDUM

SUBJECT: APPROVAL OF bl : UNDER SECTION 81 OF PUBLIC FINANCE MANAGEMNET ACT, 1998
PRACTICE

3.7

3.8

3.9

Comments from stakeholders: ASB and AGSA

The ASB has confirmed that, in line with its Due Process Handbook, effective dates for new or
amended Standards of GRAP are generally set to provide preparers with at least one full year
to implement the required changes. While the ASB initially proposed an effective date of 1
April 2026, it has, in its correspondence to the Minister dated 12 June 2025, recommended
that the effective date be extended by one year to 1 April 2027, due to delays in finalising the
approval process (Annexure D).

The Auditor-General of South Africa (AGSA) supporis the proposed effective date of 1 April
2026 for the amendments to GRAP 105, GRAP 106, and GRAP 107 (Annexure E). The AGSA
notes that:

3.8.1 The amendments incorporate relevant guidance from IPSAS 40 on Public Sector
Combinations and updated definitions from IFRS 3 on Business Combinations, to
improve consistency and clarity in application.

3.8.2 The changes do not alter the core principles of the standards but are expected to
enhance understandability and ease of implementation.

3.8.3 While the effective date provides slightly less than the usual lead time, it remains
sufficient given that these are amendments to existing standards, not entirely new
standards.

The OAG takes note of the comments received from both the ASB and the Auditor-General
regarding the proposed effective date for the amendments to the Standards of GRAP. While
the AGSA supports the original effective date of 1 April 2026, the ASB has subsequently
recommended. via its letter dated 12 June 2025, that the effective date be deferred to 1 April
2027. The OAG supports this recommendation, as it aligns with the ASB’s own Due Process
Handbook, which provides for a minimum of one year between approval and effective date to
allow for adequate implementation. This approach will support a more orderly and well-
prepared transition for preparers, auditors, and other stakeholders.

Niwanio wa Tike « Groma iz Muvhuso - Masicnske Tesourie - befapha fa B haba lx Matlothy « uMnyengo el - Litike leTetimati te¥elonkhe « Tirelo ya Mathoio o B
Tshelrelelsa yo Matiotlo 3 Naha « UMnyange wezibtab « et labgeows Mak yel twe
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MEMORANDUM

SUBJECT:; APPROVAL OF REGULATIONS 9t OF PUBLIC FINANCE MANAGEMNET ACT, 1999
PRACTICE

4. RECOMMENDATION
It is recommended that Minister-
a. notes the comments received on the proposed regulations and the responses; and

b. in terms of section 91(1){b) and {¢) of the Public Finance Management Act, 1999, makes
the regulations prescribing the Standards of GRAF with the indicated implerentation date
of 1 April 2027 as set out in Annexure A.

Compiled by Lindy Bodewig, Chief Director; Technical Support Services

Fiowarmia wz Tikos Gwama bs Muvhuss - Nasionale Tesourie » Lefaphe Lo B ihab sl Matlothe - uiv itmati + Litiko leTetimali taWelonkhe « Thele ya Matlatlo & Bosetilaheba
Tohabelatsn ya Matlotio a Hoho - UMHyanga wezitdal «laebe lebpraws Mali yeliowe
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national treasury
f Department:
El\ National Trassury
( ) REPUBLIC OF SOUTH AFRICA
MEMORANDUM
SUBJECT: APPROVAL OF - UNDER SECTION 91 OF PUBLIC MANAGEMNET ACT, 1999

PRACTICE

@ RECOMMENDED O NOT RECOMMENDED Q RECOMMENDED WITH COMMENTS

Or SiqnHub Signatura

Signature Signed by:SHABEER HAMID KHAN
hane and Suramss Signed at:2025-06-19 14:20:49 +02:00
Shabeer Khan Reason:Witnessing SHABEER HAMID K
Title: Accountant-General

Date: SMabeea Kion

@ RECOMMENDED Q NOT RECOMMENDED @ RECOMMENDED WITH COMMENTS

Or SignHuk Signatura

Stgnature Signed by:Susanna Magdalena Krull
REe gnd Sumeme. Signed at:2025-06-19 14:37:12 +02:00
Empie van Schoor Reason:Withessing Susanna Magdalena
Title: Acting Deputy Director-General: Office of the General
Counsel .
Date: Mﬁ!
IX[ RECOMMENDED D NOT RECOMMENDED D RECOMMENDED WITH COMMENTS
‘ ig k s . U"ﬂf\ ©r SignHub Signalure
Signalure \\.____)"

Name and Surname:

‘Q Duncan Picterse .
Title: Directgr-General m\
Date: J_{_?T‘ 2025

tihaka la Madatlo » aMny ivrvali - Littkee leTofimek te¥alonkie - Tirelo ya Matktis a Bosetihahaba

Mkwenrra wea Tike - Geama las Muvbuss - Nesionsle Tesournie « Lefapha 12 B
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REPUBLIC OF SOUTH AFRICA

MEMORANDUM

SUBJECT: APPROVAL OF REGULATIONS UNDER SECTION 91 OF PUBLIC FINANCE MANAGEMNET ACT, 1998
PRACTICE

|z| APPROVED I:I NOT APPROVED El COMMENTS
(- 9@27‘- Or SKInHub Signatura

Signatur
Name and Sumame:

Mr Enoch Godongwana, MP

Titke: Minister of Finance

Date:25/06/2025
Niwams wa Tko « Gwams ls Muvhuse - Nasionale Tesourie « Lofapha la & ihaba la Madotla - uMry irmal » Litiko leTetimat] teWelonbihe » Tieelo ya Matlcilo ¢ Bosetihahaba
Tahetaed wa Matlatlo a Naha - Uil I il « Tivbe lebly Waali yelizwe:
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GOVERNMENT NOTICE
NATIONAL TREASURY

PUBLIC FINANCE MANAGEMENT ACT, 1999
REGULATIONS ON ACCOUNTING STANDARDS

The Minister of Finance, acting in terms of section 31(1)(b) and (c} of the Public Finance
Management Act, 1999 {(Act No. 1 of 1999), has made regulations prescribing the following
standards of generally recognised accounting practice set out in the Schedule with an-
implementation date of 1 April 2027:

(a) GRAP 1 on Presentation of Financial Statements (Revised 2022);
(b) GRAP 103 on Heritage Assets (Revised 2022});

(¢) GRAP 105 on Transfers of Functions Between Entities Under Common Control
(Revised 2023);

(d) GRAP 106 on Transfers of Functions Between Entities Not Under Common Control
(Revised 2023), and

{e) GRAP 107 on Mergers (Revised 2023},

SCHEDULE
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