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1. INTRODUCTION 

This document provides guidance on the basis for presentation of financial statements. 

The contents should be read in conjunction with GRAP 1 (issued February 2010) and 
includes any changes made by the Board in terms of the Improvements to Standards of 
GRAP. 

For purposes of this guide, “entities” refer to the following bodies to which the standard of 
GRAP relate to, unless specifically stated otherwise: 

 Public entities 

 Constitutional institutions 

 Municipalities and all other entities under their control 

 Parliament and the provincial legislatures 

Explanation of images used in manual: 

 

Definition 

 

 

Take note 

 

 

Management process and decision making 

 

 

Example 
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2. SCOPE OF GRAP 1 

GRAP 1 is applicable to all entities preparing their financial statements (and where 
applicable, consolidated and separate financial statements) on the accrual basis of 
accounting in accordance with Standards of GRAP. 

In presenting financial statements entities should consider GRAP 1 as well as the 
requirements in other standards. 
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3. THE BIG PICTURE 
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4. OVERALL CONSIDERATIONS 

4.1 Fair presentation and compliance 

For financial statements to be fairly presented, the effects of transactions, other events and 
conditions should be truthfully and accurately represented in accordance with the definitions 
and recognition criteria for assets, liabilities, revenue and expenses. 

Fair presentation is achieved by: 

 complying with all relevant standards of GRAP; 

 selecting and applying accounting policies in accordance with the requirements of 
GRAP 3 on Accounting Policies, Changes in Accounting Estimates and Errors; 

 presenting all information in the financial statements in a manner that is relevant, 
reliable, comparable and understandable; and 

 providing additional disclosures where compliance with the requirements of a Standard 
of GRAP is insufficient to enable the users to understand the impact on the entity’s 
financial position and financial performance.  

 Financial statements should not be described as complying with the standards of 
GRAP, unless they comply with all the requirements of each applicable standard of 
GRAP. 

Inappropriate accounting policies are not rectified by disclosure of the accounting 
policies used, nor by the notes or explanatory material presented. 

F.A.Q 
One of the most frequently asked questions relating to GRAP are: Can an entity 
disclose information required or encouraged in the Standards of GRAP in 
appendices? 

Answer: GRAP 1.12 states the following: ….The notes to the financial statements 
may include items referred to as “schedules”, “annexures”, or “appendices”. 

Entities may therefore disclose information required or encouraged by the Standards 
of GRAP in schedules, annexures or appendices to the financial statements. Entities 
should however clearly indicate whether such schedules, annexures or appendices 
are part of the financial statements, e.g. by referring the relevant accounting policies 
and/or notes to the annexures (and vice versa). 

Information contained in schedules, annexures, or appendices that are NOT part of 
the financial statements should be clearly distinguished from information that is part 
of the financial statements. 

Entities should also consider the placement of such schedules, annexures or 
appendices in the financial statements. For example, it may be appropriate to 
include those schedules, annexures or appendices that are part of the financial 
statements directly after the notes to the financial statements, and before any other 
information that is not part of the financial statements. 
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 Entities are encouraged, or may be required by legislation or regulations to disclose 
information about compliance with legislation and regulations in the annual financial 
statements. 

Where information regarding compliance is not disclosed, it may be useful to refer in a 
note to any document that includes such information.   

 

In the extremely rare circumstances when management concludes that compliance with a 
requirement in a standard of GRAP would be so misleading that it would be in conflict with 
the objective of financial statements in the Framework for the Preparation and Presentation 
of Financial Statements, the entity may depart from that requirement, where legislation 
requires a departure.  If departure is required, it needs to be ensured that fair presentation is 
achieved.  An example would be when the financial statements do not represent the 
transactions, other events or conditions truthfully and accurately and it is expected that this 
fact would likely influence decisions made by users of the financial statements. 

In the unlikely event that an entity does depart from a requirement of a standard of GRAP, 
certain disclosure should be made. 

Below is an illustrative example of the disclosure required on departure from a standard of 
GRAP (refer to the standard for detail): 

F.A.Q 
Another frequently asked question: Is VAT receivable or payable an exchange or 
non-exchange receivable or payable? 

Answer: GRAP 1.76 (g), (h), (j) and (k), requires an entity to separately disclose 
receivables and payables from exchange and non-exchange transactions on the 
statement of financial position. 

VAT is an indirect tax based on consumption of goods and services in the economy. 
Revenue is raised for the government by requiring certain traders or vendors to 
register and to charge VAT on taxable supplies of goods or services. The essential 
characteristics are: 

- It is charged at each stage of the production and distribution process; 

- The taxable person (vendor) may deduct the tax paid during the preceding 
stages; and the burden of the tax is on the final consumer. 

The non-exchange transaction is the transaction concluded between the person or 
entity imposing the tax (national government) and the consumer of goods and 
services in the South African economy. Where an entity sells final goods and 
services to consumers, it is responsible to collect taxes from it consumers for the 
goods and services provided. In collecting and remitting VAT to the national 
government, an entity acts as an agent. Consequently, VAT receivable or payable is 
deemed to be an exchange rather than a non-exchange transaction. 

Similarly, other types of taxes which are collected by entities as agents, for example, 
employees’ tax and UIF contributions, can be seen as exchange rather than non-
exchange transactions.  
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Extract from Notes to the Financial Statements 

Specify component / title. 

Management is of the opinion that the entity’s financial position, financial performance and 
cash flows are fairly presented. 

The entity has complied with GRAPX, except for the following: 

Insert nature of the departure. 

The standard of GRAP requires (insert the requirement of the standard), the entity has 
departed from this requirement because (insert the reason why the treatment would be so 
misleading) and as a result, the entity has followed (insert the treatment adopted). 

The effect on the current and prior period are 
disclosed below: 

20x1 20x0 

 R R 

Statement of Financial Position   

Asset XX XX 

Liability XX XX 

Statement of Changes in Net Assets   

Accumulated surplus/deficit (opening balance) XX XX 

Statement of Financial Performance   

Revenue XX XX 

Expense XX XX 

4.2 Going concern 

Management should make an assessment of an entity’s ability to continue as a going 
concern when preparing the financial statements.  Financial statements should be prepared 
on a going concern basis, unless there is an intention to liquidate the entity.   

Where there are uncertainties regarding the entity’s ability to continue as a going concern, 
these uncertainties should be disclosed.  Additional guidance is available on GRAP 105 on 
Transfers of Functions between Entities under Common Control and GRAP 107 on Mergers 
in this regard. 

Where financial statements are not prepared on a going concern basis, it should be 
disclosed. 

 Management should take all information regarding the future (from the reporting date) 
into consideration when going concern is assessed(e.g. current and expected 
performance, expected short and medium term economic environment for the entity, 
estimated revenue, etc.). 
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 Illustrative example of disclosure required when there is uncertainty regarding 
going concern 

We draw attention to the fact that at the end of the reporting period, the entity had an 
accumulated deficit of Rx and that the entity's total liabilities exceed its assets by Rx. 

The annual financial statements have been prepared on the basis applicable to a 
going concern. This basis presumes that funds will be available to finance future 
operations and that the realisation of assets and settlement of liabilities, contingent 
obligations and commitments will occur in the ordinary course of business. 

The ability of the entity to continue as a going concern is dependent on xxx... 

4.3 Accrual basis of accounting 

 When an entity uses the accrual basis of accounting, transactions, other events and 
conditions are recognised when they occur and are recognised in the period to which 
they relate and not only recognised when cash is paid or received.  

The financial statements (excluding the cash flow) should be prepared on an accrual basis. 

4.4 Consistency of presentation 

Presentation and classification of items in the financial statements must be consistent, 
except when another presentation or classification would be more appropriate, or a standard 
of GRAP requires a change in presentation (comparability should, however, not be 
impaired). 

4.5 Materiality and aggregation 

Each material class of similar items should be presented separately in the financial 
statements. 

Consideration should also be given to items that might not be sufficiently material to warrant 
separate disclosure on the face of the statement but that may nevertheless be sufficiently 
material to be presented separately in the notes. 

Items of a dissimilar nature or function should be presented separately, except when they 
are immaterial. 
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Take note: if an item is material by nature it should be disclosed separately and not 
aggregated with other expenses, regardless of its monetary value. For example, if an 
expense of R5, 000 for the write off of irrecoverable stolen cash was included in the 
immaterial line item “other expenses”, then the R5, 000 has to be disclosed separately, 
because the nature of the amount is material. 

 

 

 

Example 1: Items of dissimilar nature should be presented separately unless 
they are immaterial 

Entities often group dissimilar expenses together under the heading “other expenses” 
when detail of general expenses are disclosed in the notes.  Often the total of these 
“other expenses” exceed materiality and sometimes the total of “other expenses” would 
even constitute the largest expenses line item.  These dissimilar expenses should be 
presented separately, unless they are immaterial. 

 An item is material when it can individually or collectively influence the decisions or 
assessments of users of the financial statements. 
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4.6 Offsetting 

Assets and liabilities, revenue and expenses should not be offset; these items should be 
reported separately. Offsetting is permitted only if it is required by a standard of GRAP or 
where offsetting reflects the substance of the transaction or the event. 

 

 

Example 2: Material items that may warrant separate disclosure in the financial 
statements 

Receivables 

“Receivables from exchange transactions” is a line-item that should be separately 
disclosed on the face of the statement of financial position. For most entities 
receivables from exchange transactions is a material figure that may warrant separate 
disclosure from other receivables in the notes to the statement of financial position, 
although it is not separately disclosed on the face. 

Revenue: 

Sub-categories of revenue may be disclosed either on the face, or in the notes to the 
financial statements.  For example: 

Extract from Statement of 
Financial Performance 

Notes 20x1 20x0 

  R R 

Revenue    

Non-exchange revenue    

Tax revenue  1,000,000 500,000 

Transfers received  2,000,000 1,520,000 

Fines, penalties and forfeits  600,000                       - 

 3,600,000 2,020,000 

Exchange revenue   

Sales of goods and services 900,000 750,000 

Interest received 20,000 30,000 

Gain on sale of property, plant and 
equipment (capital assets) 

 71,000                       - 

  991,000 780,000 

  4,591,000 2,800,000 
 

 Example 3: Offsetting permitted 

Sale of goods 

The entity normally sells goods at R1, 200 per item. Customer A is a very good 
customer and receives a 12.5% discount after buying 5 items. 
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  Example 4: Offsetting not permitted 

One of the entity’s major suppliers leases a property from the entity. At the end of 
20x1the supplier has not yet paid the last month’s rental of R15, 500 and the entity had 
an outstanding balance with the supplier of R35, 600. 

Extract from Statement of 
Financial Position 

Notes 20x1 20x0 

  R R 

Current assets    

Receivables from exchange  15,500 X 

 

Extract from Statement of 
Financial Performance 

Notes 20x1 20x0 

  R R 

Revenue     

Sale of goods (R1, 200 x 5items x 87.5%) 5,250 X 

.....    

As illustrated in the above extract, offsetting is permitted if required by a standard of 
GRAP. GRAP 9 on Revenue from exchange transactions, states: Revenue is “… 
measured at the fair value of the consideration received or receivable taking into 
account the amount of any trade discounts and volume rebates allowed by the entity.” 

VAT receivable/payable 

Another example where offsetting is permitted is VAT receivable and VAT payable, as 
offsetting thereof reflects the substance of the transactions, i.e. the entity has the 
intention to claim or settle the outstanding balances simultaneously. 

Expenses 

In an additional example, entity C has a policy whereby all personal telephone calls 
made by members of staff are deducted from their salaries in the month following the 
receipt of the telephone bill. In this instance, when the salary deduction is offset 
against the related expense, this reflects the substance of the transaction - the entity’s 
actual telephone expense is the amount net of the expenses incurred by and 
recoverable from the staff members. 

Further examples are:   

 gains and losses on the disposal of non-current assets, where the carrying amount 
of the assets and the related selling costs are deducted from the proceeds from the 
sale; and 

 a reimbursement received from a third party related to a provision that was raised 
in accordance with GRAP 19 on Provisions, Contingent Liabilities and Contingent 
Assets, may be netted against the original expense. 
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transactions 

.....    

Current liabilities    

Payables from exchange 
transactions 

 (35,600) (X) 

As illustrated in the extract above, offsetting is not allowed unless permitted by a 
standard of GRAP, or if it reflects the substance of the transaction or event, i.e. the 
entity and supplier have the intention of settling both transactions simultaneously. In 
this example, there are two different transactions and the intention is not to settle them 
simultaneously, i.e. the entity will not set off the amount due from the supplier against 
the amount payable to the supplier. 

Note that GRAP 104 on Financial Instruments specifically prohibits offsetting of 
financial assets and financial liabilities. Offsetting is only allowed if the entity has the 
intention to settle on a net basis or a legal enforceable right to set off the amounts. 

 

  Example 5: Agent vs. principal 

Money collected by an entity acting as an agent on behalf of a principal (another entity) 
does not constitute revenue to the entity and does notconstitute revenue to the entity. 
The amounts collected on behalf of a principal are not revenue, however, the amounts 
of commission received or receivable for the collection of the gross inflows, are 
revenue. 

For example, SARS collects Unemployment Insurance Fund (UIF) contributions from 
employers on behalf of the UIF, for a commission of 0.5%. During the reporting period 
SARS collected R10, 000, 000.  

SARS’s records 

The UIF delivers the service and SARS collects the amounts due to the UIF, thus 
SARS acts as an agent. The money collected by SARS cannot be recognised as 
revenue, it should be recognised as amounts due to the UIF. 

 Debit Credit 

 R R 

Bank 10,000,000  

Payables (UIF)  10,000,000 

The commission that SARS is entitled to should be recognised as revenue. 

 Debit Credit 

 R R 

Receivable (UIF) 50,000  

Revenue (R10, 000,000 x 0.5%)  50,000 
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In the example above, offsetting of the amounts due to the UIF and the amount due 
from the UIF will be allowed, as it reflects the substance of the transaction or event, i.e. 
SARS and the UIF have the intention of settling both transactions simultaneously. In 
this example, SARS will pay over the net amount after deducting the commission 
receivable on the transaction to the UIF.   

4.7 Comparative information 

Comparative information must be  presented in respect of the  preceding period for all 
amounts reported in the financial statements, unless another Standard of GRAP requires or 
permits otherwise. 
 
Comparative information should also be included for narrative and descriptive information 
when it is relevant to understand the current period’s financial statements.  

Comparative information should be reclassified when the presentation or reclassification of 
current period items are amended. Entities should disclose the nature, amount and reason 
for the reclassification. Refer to the accounting guideline on GRAP 3 for guidance on the 
adjustments to comparative information in the case of a change of accounting policy and 
correction of an error. 

 

 

Example 6: Classification adjustment 

Extract from the Notes to the annual financial statements 

Restatement of comparative figures: 

A receivable raised for grants not yet received, to the amount of R100, 000 was 
incorrectly classified as receivables from exchange transactions during the previous 
financial year. The effect of the reclassification on the individual line items in the 
financial statements is as follows: 

  20x1 20x0 

Statement of financial position R R 

Receivables from non-exchange transactions -         100,000 

Receivables from exchange transactions - (100,000) 
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5. STRUCTURE AND CONTENT 

This section provides guidance on what should be disclosed, as a minimum, on the face of 
the statement of financial position, statement of financial performance and statement of 
changes in net assets, as well as disclosure of other line items either on the face of these 
statements or in the notes thereto. 

Each component of the financial statements should be clearly identified and distinguished 
from other information in the annual report or other documents. 

 

 General information that should be displayed prominently and repeated on each page 
when it is necessary for a proper understanding of the information presented: 

 Name of the reporting entity and any change in information from the previous 
reporting date; 

 Whether the financial statements are for the individual or the economic entity; 

 The reporting date for the financial statements; 

 The presentation currency; and 

 The level of rounding used in presenting amounts in the financial statements. 

5.1 Reporting period 

Financial statements should be presented at least annually. 

 When an entity’s reporting date changes and the annual financial statements are 
presented for a period longer or shorter than 12 months, the following should be 
disclosed: 

 The reason for using a longer or shorter period; and 

 The fact that comparative amounts for certain statements are not entirely 
comparable. 

This would be, for example, when legislation requires a change in reporting period. 
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6. STATEMENT OF FINANCIAL POSITION 

 Assets: 

 Resources controlled by an entity;  

 as a result of past events; and 

 future economic benefits or service potential are expected to flow to the entity. 

Liabilities: 

 Present obligations of the entity; 

 arising from past events; and 

 settlement is expected to result in an outflow from the entity of resources 
embodying economic benefits or service potential. 

A distinction should be made in the statement of financial position between current and non-
current assets and current and non-current liabilities, except when presentation based on 
liquidity provides more relevant and reliable information. When this exception applies, an 
entity should present assets and liabilities broadly in order of their liquidity.  

6.1 Current assets 

An asset is classified as current when it satisfies any of the following criteria: 

 The asset is expected to be realised in, or is held for sale or consumption in the entity’s 
normal operating cycle, which may be shorter or longer than 12 months. (when the 
normal operating cycle is not clearly identifiable, it is assumed to be twelve months. ; 

 The asset is primarily held for trading purposes; 

 The asset is expected to be realised within twelve months after reporting date; or 

  It is a cash or cash equivalent asset. 

All other assets which do not satisfy any of the above listed criteria should be classified as 
non-current assets. 

6.2 Current liabilities 

A liability is classified as current when it satisfies any of the following criteria: 

 The liability is expected to be settled in the entity’s normal operating cycle (when the 
normal operating cycle is not clearly identifiable, it is assumed to be twelve months); 

 The liability is primarily held for trading purposes; 

 The liability is expected to be settled within twelve months after the reporting date; or 

 The entity does not have an unconditional right to defer settlement of the liability for at 
least twelve months after the reporting date. 
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All other liabilities which do not satisfy any of the above listed criteria’s should be classified 
as non-current liabilities. 

6.3 Illustrative examples 

Example A – information to be presented on the face of the statement of financial 
position 

Illustrative example on what should be shown, as a minimum, on the face of the statement of 
financial position (refer to the standard for detail): 

Entity    

Financial statements for the period ended ... 

Statement of Financial Position 

 Note 20x1 20x0 

  R R 

Assets    

Non-current assets    

Property, plant and equipment x XX XX 

Investment property x XX XX 

Intangible assets x XX XX 

Heritage assets x XX XX 

Biological assets x XX XX 

Financial assets x XX XX 

Investments accounted for using the equity 
method 

x XX XX 

  XXX XXX 

Current assets    

Financial assets x XX XX 

Inventory x XX XX 

Other receivables from non-exchange 
transactions 

x XX XX 

Receivables from exchange transactions x XX XX 

Cash and cash equivalents x XX XX 

Taxes and transfers receivable  x XX XX 

  XXX XXX 

Total assets  XXX XXX 
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Liabilities    

Non-current liabilities    

Financial liabilities x XX XX 

  XXX XXX 

    

Current liabilities    

Financial liabilities x XX XX 

Taxes and transfers payable  x XX XX 

Payables from exchange transactions x XX XX 

Provisions x XX XX 

  XXX XXX 

Total liabilities  XXX XXX 

Total net assets  XXX XXX 

    

Net assets    

Contributed Capital x XX XX 

Reserves x XX XX 

Accumulated surplus/(deficit) x XX XX 

  XXX XXX 

 

 

 Note that this example is for illustration purposes only, entities can use their own 
terminology and can show more detail if necessary. The requirements of the specific 
standard dealing with the line items respectively should also be taken into account upon 
deciding what should be disclosed as a minimum on the face of the statement of 
financial position. 

There is no specific requirement as to the order in which assets, liabilities and net 
assets should be presented in the statement of financial position; this example is purely 
for illustration purposes. 

 
Receivables and payables should be split between those from exchange and those from 
non-exchange transactions. 
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Example B – information to be presented on the face of the statement of financial 
position or in the notes 

Illustrative example on what can be presented; either on the face of the statement of 
financial position, or in the notes (refer to the standard for detail): 

Option A 

Extract from the Statement of Financial 
Position 

Note 20x1 20x0 

  R R 

Current assets    

Receivables from good sand services and 
other receivables 

1 20,000 18,000 

.....    

    

Extract from the Notes to the Financial Note 20x1 20x0 

F.A.Q 
Another Frequently Asked Question is how prepayments for good and services 
accounted for? 

Answer: Entities may frequently make payments to third parties for goods and services 
to be provided to them. Often, these prepayments may be settled over a number of 
years. 

The substance of the arrangement is that by making an advance payment to a third 
party, an entity has a right to the receipt of goods and services in the future. As these 
arrangements involve a right to receive goods and services rather than cash or a 
financial asset, they are not financial assets and consequently cannot be accounted for 
using GRAP 104. 

While GRAP 102 on Intangible Assets deals with the accounting treatment of rights 
created through contracts and other means, it is not specific about the treatment of 
prepayments for goods and services. 

As no standard or pronouncement within Directive 5 deals directly with the treatment of 
prepayments for goods and services, entities should formulate an accounting policy 
based on: 

- Standards of GRAP for which similar examples exist; 

- The Framework for the preparation and Presentation of Financial Statements. 

As prepayments are assets, entities should consider whether principles such as 
discounting (for example, where the prepayment will be settled over more than one 
reporting period) and impairment (if there is uncertainty about whether the goods and 
services will in fact be received) need to be considered in formulating an accounting 
policy. 
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Statements 

1. Receivables from goods and services 
and other receivables 

   

Receivables from the sale of goods/services  15,000 14,500 

Deposits  500 450 

Prepaid expenses  4,500 3,050 

  20,000 18,000 

OR 

Option B 

Extract from the Statement of Financial 
Position 

Note 20x1 20x0 

  R R 

Current assets    

Receivables from other goods and services  15,000 14,500 

Deposits  500 450 

Prepaid expenses  4,500 3,050 

.....    

 

 

 

 
As illustrated in the example above, an entity has a choice of option A, where there is 
one line item on the face of the statement of financial position with the sub classification 
shown in the notes to the financial statements or option B, where the sub classification 
is shown on the face of the statement of financial position. Choosing between options A 
of B will depend on the size, nature and function of the amounts involved. 
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7. STATEMENT OF FINANCIAL PERFORMANCE 

7.1 Surplus or deficit for the period 

All revenue and expenses should be included in surplus or deficit, unless a standard of 
GRAP requires or permits otherwise. 

7.2 Classifying expenses 

Expenses can be classified based on either their nature or their function.  Consideration 
should be given to which classification will provide more reliable and relevant information. 

 

 Example 7: Nature vs. Function 

By nature:  20x1 20x0 

Revenue  XX XX 

Employee related cost  (XX) (XX) 

General expenses  (XX) (XX) 

Repairs and maintenance  (XX) (XX) 

Surplus  XXX XXX 

 

By function: Note 20x1 20x0 

Revenue  XX XX 

Cost of sales  (XX) (XX) 

Gross profit         XXX XXX 

Other income  XX XX 

Distribution cost 1 (XX) (XX) 

Administrative cost 2 (XX) (XX) 

Other expenses  (XX) (XX) 

Surplus  XXX XXX 

 By nature means: expenses are grouped together by their nature (employee related 
cost, general expenses, repairs and maintenance, etc.).   

By function means: expenses are classified according to the programme or purpose 
for which the expense was utilised.  Detail regarding the nature of the expenses 
should be shown separately in a note to the financial statements. 
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1. Distribution cost    

Employee related cost  XX XX 

General expenses             XX XX 

Repairs and maintenance             XX           XX 

  XXX XXX 

    

2. Administrative expenses    

Bank charges  XX XX 

Insurance  XX XX 

Actuarial gain/losses  XX XX 

  XXX XXX 
 

7.3 Illustrative examples 

Example C – information to be presented on the face of the statement of financial 
performance 

Illustrative example on what should be presented, as a minimum, on the face of the 
statement of financial performance (refer to the standard for requirements of other relevant 
items to be disclosed).  Tax has been ignored in this example: 

Entity    

Financial statements for the period ended ... 

Statement of Financial Performance 

 Note 20x1 20x0 

  R R 

Revenue    

List all material classes of revenue  x XX XX 

Other income x XX XX 

Total revenue  XXX XXX 

    

Expenditure    

List all material classes of expenditure (e.g. 
employee related cost, repairs and 
maintenance etc.) 

x XX XX 

General expenses x XX XX 
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Finance cost x XX XX 

Total expenses  XXX XXX 

    

Surplus as from associates and joint 
venture 

x XX XX 

Surplus or (deficit) from discontinued 
operations 

x XX XX 

Surplus or (deficit) for the period   XXX XXX 

 

 

 

 

 

 

 

 

 

 

 

 
Expenditure classification in the statement of financial performance can either be based 
on the nature of the expense or on their function within the entity. 

For purposes of the illustration above, the expenses have been classified by nature. 
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8. STATEMENT OF CHANGES IN NET ASSETS 

The change in an entity’s net assets between two reporting periods reflects the increase or 
decrease in its net assets for that period. 

The overall change in the net assets represents: 

 Total surplus or deficit for the period; 

 Revenue or expenses directly recognised as a change in net assets; and 

 Contributions by and distribution to owners in their capacity as owners. 

8.1 Illustrative example 

Example D – information to be presented on the face of the statement of changes in 
net assets 

Illustrative example on what should be shown, as a minimum, on the face of the statement of 
changes in net assets (refer to the standard for detail): 

Entity    

Financial statements for the period ended ... 

Statement of Changes in Net Assets 

  Notes Accumulated 
surplus 

 
All items of revenue and expense recognised in a period are required to be included in 
surplus or deficit, unless another Standard of GRAP requires otherwise.   

Some items, such as revaluation surpluses and deficits are required to be recognised 
directly as changes in net assets, this will be the case when an entity adopts the 
revaluation model under GRAP 17 on Property, Plant and Equipment. This will then give 
rise to a revaluation reserve in the statement of changes in net assets. 

Statute or law may require the creation of reserves in order to give to the entity and their 
creditors an added measure of protection from the effects of future losses. For example 
municipalities have many reserves that are required by statute and law.  For more detail 
on these reserves, refer to the section on entity-specific guidance. 

An entity is only allowed to create other reserves (other than those addressed specifically 
in the standards of GRAP, e.g. revaluation reserve) out of the accumulated surplus.  The 
journal entry will be as follows: 

20x0 Debit Credit 

 R R 

Accumulated surplus xxx  

‘Reserve’  xxx 
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   R 

20x0    

Balance as at 31 March 20x0   XXX 

Correction of error  x XX 

Change in accounting policy  x (XX) 

Restated balance at 31 March 20x0   XXX 

Surplus for the period   XX 

    

20x1    

Balance as at 31 March 20x1   XXX 

Deficit for the period   (XX) 

Balance as at 31 March 20x1   XXX 
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9. CASH FLOW STATEMENTS 

 The purpose of a cash flow statement is to provide information regarding the entity’s 
ability to use and or generate cash and cash equivalents. 

For more detail regarding cash flows refer to GRAP 2 on Cash Flow Statements and 
the accounting guideline on GRAP 2. 
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10. NOTES 

Notes to the financial statements can be classified into two sections: 

 

• These notes include for example, notes on property, plant and equipment and cash 
and cash equivalents, etc 

Notes that support the line items in the statement of 
financial position, statement of financial performance, 
statement of change in net assets and the cash flow 
statement 

 

• These notes include, for example, the accounting policies, contingent liabilities, 
unrecognised contractual commitments and non-financial disclosures such as an 
entity’s financial risk management policy and procedures, etc 

Notes that do not necessarily relate to line items in the 
financial statements 

 
Each line item on the face of the statement of financial position and statement of 
financial performance should have an accompanying note when: 

 It is significant by nature or amount; 

 Additional disclosures are specifically required by a standard of GRAP; and 

 Additional information is relevant to understand a specific line item. 
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The disclosure of notes can be grouped into 4 major groups as illustrated in the figure below: 

 

Figure 2 

10.1 Structure 

Notes should: 

 provide information about the basis of preparation and the specific accounting policies 
used; 

 provide the information required by the standards of GRAP; and or legislation; 

 provide additional information not presented on the face of the financial statements; and 

 be cross-referenced to the lines items on the face of the statement of financial position 
(where relevant, statement of financial performance, statement of change in net assets 
and the cash flow statement. 

 

 

Notes 

Structure 

Accounting 
policy 

disclosure 

Key 
sources of 
uncertainty 

Other 
dislosures 
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10.2 Accounting policy disclosure 

There are three things to consider when accounting policies are disclosed: 

 

Figure 3 

10.3 Other disclosure 

An illustrative example of some additional disclosures that are required in the annual 
financial statements (refer to the standard for detail): 

The measurement 
basis used to prepare 

the financial 
statements 

Any accounting 
policies that is 

relevant to 
understand the 

financial 
statements 

How transitional 
provisions were 

applied 

 
Example 8: General information to be disclosed 

Extract from the annual financial statements 

  

Country of incorporation and domicile xxx 

Nature of operations xxx 

Legal form xxx 

Jurisdiction xxx 

Relevant legislation xxx 

Bankers xxx 

Attorneys xxx 

Auditors xxx 
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10.4 Key sources of uncertainty 

The use of accounting estimates is an essential part of the preparation of financial 
statements. Determining the carrying amount of some assets and liabilities requires 
estimation of the effect of uncertain future events on the assets and liabilities at the reporting 
date. The estimates involve certain assumptions, such as: what discount rate to use, future 
cash flows, what risk rate should be used to adjust future cash flows and future changes in 
prices.  

The key sources of estimation uncertainty that could cause a material adjustment to the 
carrying amount of assets and liabilities in the next period should be disclosed. These 
assumptions and uncertainty needs to be disclosed in such a way that the users of the 
financial statements understand the judgments made by management. 

Examples of estimations can include: 

 estimation of the amount of inventory to be written off due to obsolescence; 

 the fair value of accounts receivable and payable; 

 the useful lives and residual values (refer to GRAP 17 on Property, Plant and 
Equipment); and 

 the estimation of the amount for provisions such as provision for rehabilitation of landfill 
sites (refer to GRAP 19 on Provisions, Contingent Liabilities and Contingent Assets). 

Examples of judgements can include determining: 

 whether assets are investment properties; 

 when substantially all the significant risks and rewards of ownership of financial assets 
and lease assets are transferred to other entities; and 

 whether certain sales of goods constitute financing arrangements in substance and 
therefore do not give rise to revenue. 

Example illustrating the disclosure of significant estimates and judgments made by 
management (refer to the standard for detail): 

 Example 9: Critical accounting estimates and assumptions 

Extract from Notes to the financial statements 

The entity makes estimates and assumptions concerning the future. The resulting 
accounting estimates will, by definition, seldom equal the related actual results. The 
estimates and assumptions that have a significant risk of causing a material adjustment 
to the carrying amounts of assets and liabilities within the next financial year are 
addressed below: 
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Fair value of financial instruments 

Fair value of financial instruments that are not traded in an active market is determined 
by using valuation techniques. The entity uses its judgement to select a variety of 
methods and make assumptions that are mainly based on market conditions existing at 
each reporting date. The entity has used discounted cash flow analysis for various 
receivables that are not traded in active markets. 

 

The carrying amount of receivables would be an estimated R2, 000 lower or R2, 500 
higher where the discount rate used in the discounted cash flow analysis differ by 5% 
from management’s estimates. 

 

Impairment of receivables 

The entity follows the accounting standard guidelines to determine when a receivable is 
impaired. The determination requires significant judgment and in making this judgment 
the entity evaluates, among others, the risk of recoverability associated with each 
customer based on a customer’s past repayment rate and the term over which the 
customer is expected to repay the outstanding balance. 

 

If the expected repayment period varies by 8%, then the entity would suffer an 
additional loss of R100, 000 in the current period, which will increase the impairment 
loss already recognised in the statement of financial performance. 

 
Remember that in disclosing information on key estimation uncertainty and judgements 
made, the entity should not only disclose the nature of these, but also the reasons why 
there is uncertainty and the impact it has on the amounts presented in the financial 
statements to which it relates. 
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11. FLOW OF THE FINANCIAL STATEMENTS 

Statement of financial performance 

 

Statement of change in net assets 

 

Statement of financial position 

Revenue Expenses Surplus for the period 

Opening balance 

net assets 
Surplus for the period 

Closing balance 

net assets 
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Figure 4 

Total assets Total liabilities 
Closing balance 

net assets 
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12. ENTITY-SPECIFIC GUIDANCE 

Entity-specific guidance has been included where appropriate to provide specific guidance 
on a subject that only relates to those types of entities. 

12.1 Municipalities 

Example E – classification of expenditure by function 

Refer to the standard for detail: 

Entity    

Financial statements for the period ended ... 

Statement of Financial Performance 

 Note 20x1 20x0 

Revenue    

Property rates  XX                 XX 

Service charges  XX XX 

Rental of facilities and equipment  XX XX 

Interest earned  XX XX 

Fines  XX XX 

Licenses and permits  XX XX 

Income from agency services  XX XX 

Transfers and subsidies  XX XX 

Other income  XX XX 

    

Expenditure    

Community and social services  (XX) (XX) 

Corporate services  (XX) (XX) 

Electricity  (XX) (XX) 

Environmental protection  (XX) (XX) 

Executive and council  (XX) (XX) 

Health  (XX) (XX) 

Housing  (XX) (XX) 

Other  (XX) (XX) 

Planning and development  (XX) (XX) 
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Example F – reserves in the context of municipalities 

In the municipal environment, the following internal funds and reserves were established in 
the past: 

 Capital Replacement Reserve (CRR) 

 Self-Insurance Reserve (SIR) 

 Capitalisation Reserve (CR) 

 Reserve established for Compensation for Occupational Injuries and Diseases (COID 
Reserve) 

 Government Grant Reserve (GGR) and Donations and Public Contributions Reserve 

Fund accounting is not allowed in terms of GRAP and therefore internal funds and reserves 
should not be disclosed separately on the face of the statement of changes in net assets, but 
should form part of accumulated surplus.  Municipalities can disclose the internal funds and 
reserves that are ring-fenced within the accumulated surplus, in a note to the financial 
statements.   

Extract from the Statement of Financial  Note 20x1 20x0 

Position  R R 

Net assets    

Accumulated surplus 1 XX XX 

  XXX XXX 

 

Extract from the Statement of Changes Note R 

in Net Assets   

Balance as at 1 July 20x0  XXX 

Surplus for the period  XX 

Transfers from reserves  XX 

Balance as at 30 June 20x0  XXX 

Public safety  (XX) (XX) 

Roads and transport  (XX) (XX) 

Sport and recreation  (XX) (XX) 

Waste water management  (XX) (XX) 

Water  (XX) (XX) 

    

Surplus  XXX XXX 
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Deficit for the period  (XX) 

Transfers to reserves  (XX) 

Balance as at 30 June 20x1 1 XXX 

 

Extract from the Notes to the Financial  Note 20x1 20x0 

Statements R R 

1. Accumulated surplus    

Accumulated surplus consists of the following: 

1.1 Movement in surplus or deficit for the 
period 

   

Opening balance  XXX XXX 

Surplus / (deficit) for the period  XX              (XX) 

Transfers (to) / from other reserves                  XX              (XX) 

Closing balance  XXX XXX 

    

1.2 Movement in CRR reserve    

Opening balance  XXX XXX 

Transfers to accumulated surplus  (XX) (XX) 

Closing balance  XXX XXX 

    

1.3 Movement in COID reserve    

Opening balance  XX XX 

Transfers from accumulated surplus                  XX                 XX 

Closing balance               XXX              XXX 

    

Insert the nature of each reserve either in the notes or in the accounting policies. 
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12.2 Public entities and constitutional institutions 

Example G – information to be presented on the face of the statement of financial 
position or in the notes 

Illustrative example on what can be shown either on the face of the statement of financial 
position or in the notes (refer to the standard for detail): 

Extract from the Statement of Financial  Note 20x1 20x0 

Position  R R 

Net asset    

Share capital 1 XX XX 

Reserves 2 XX XX 

Accumulated surplus  XX XX 

  XXX XXX 

    

Extract from the Notes to the Financial  Nr of  20x1 Nr of  20x0 

Statements shares R shares R 

2. Share capital     

Authorised     

List types of share capital @ par value XX XX XX XX 

     

Shares issued and fully paid up     

List types of share capital @ par value XX XX XX XX 

     

Shares issued but not fully paid up     

List types of share capital @ par value XX XX XX XX 

     

Reconciliation of number of shares 
outstanding  

   

Opening balance  XXX  XXX 

Share capital issued  XX  XX 

Shares bought back by the entity  XX  XX 

Closing balance  XXX  XXX 

Unissued ordinary shares are under the control of the councillors / directors / its controlled 
entities or associates. 

Describe rights, preference or restrictions on distribution and capital re-payments of shares. 
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Include details of shares reserved under options and contracts for the sale of share, 
including terms and amounts must be disclosed. 

 

Extract from the Notes to the Financial  Note 20x1 20x0 

Statements  R R 

2. Reserves    

2.1 Revaluation reserve    

Opening balance  XXX XXX 

Revaluation increase  XX XX 

Impairment losses  XX XX 

Closing balance  XXX XXX 

The surplus arising from the revaluation of property, plant and equipment is credited to a 
non-distributable reserve. On disposal, the net revaluation surplus is transferred to the 
accumulated surplus/ (deficit) while gains or losses on disposal, based on revalued amounts, 
are credited or charged to the statement of financial performance. 

Any impairment loss on a revalued asset should be treated as a revaluation decrease. To 
the extent that the impairment loss exceeds the revaluation surplus for the same asset, the 
impairment loss is recognised in surplus/ (deficit). 
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13. SUMMARY OF KEY PRINCIPLES 

GRAP 1 sets out the overall framework and responsibilities for the preparation and 
presentation of financial statements, guidelines for their structure and minimum requirements 
for their content. Other standards of GRAP may require additional disclosures for specific 
transactions or events. 

13.1 Overall financial statements consideration 

 Fair presentation and compliance with standards of GRAP; 

 Financial statements are prepared on the assumption that the entity is a going concern; 

 An entity should prepare its financial statements, except for cash flow information, using 
the accrual basis of accounting; 

 The presentation and classification of financial statement information should be retained 
from one period to the next unless justified either by a change in circumstances or a 
requirement of a new standard of GRAP; 

 Each material class of similar items should be presented separately in the financial 
statements. Items of a dissimilar nature or function should be presented separately 
unless they are immaterial; 

 Assets and liabilities, revenue and expenses, are not offset (i.e. not presented on a net 
basis) unless required or permitted by a specific standard of GRAP; and 

 Entities should disclose comparative information in respect of the previous period for all 
amounts reported in the financial statements, both on the face of the financial 
statements and in the notes, unless another standard of GRAP requires otherwise. 

13.2 Components of financial statements 

Statement of 
financial position 

Separating current and non-current assets and liabilities unless a 
presentation based on liquidity provides information that is relevant 
and more reliable.  

Certain items are required to be disclosed separately either on the 
face of the statement of financial position or in the notes. 

Statement of 
financial 
performance 

Certain items of revenue and expenditure require separate 
disclosure, either on the face of the statement of financial 
performance or in the notes.  

Analysis of expenses either by their nature or function.  

Items of revenue and expense may not be presented as 
extraordinary items. 



GRAP 1–Presentation of Financial Statements 

 

 

January 2014 Page 41 

 

Statement of 
changes in net 
assets 

 

Disclosures relate to the overall change in net assets for the period, 
comprising the surplus or deficit for the period, revenues and 
expenses recognised directly in net assets, and contributions by or 
distributions to owners. 

Cash flow statement 

 

Provide users with a basis to assess the ability of the entity to 
generate or utilise cash and cash equivalents.  

GRAP 2 on Cash Flow Statements provides guidance on the 
presentation of the cash flow statement. 

Notes to the 
financial statements 

Includes: 

 a summary of specific accounting policies used; 

 key sources of estimation uncertainty; 

 other information required by the standards of GRAP which 
are not included in any other component of the financial 
statements; and  

 additional information relevant to the user. 

 


