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STATUS OF PROFESSIONAL 

PRONOUNCEMENTS 

Caution – Companies Act of 2008 developments since this 

Circular was issued 

Following the Companies Act reform in 2011, that brought about 

changes to the standard-setting process, the Accounting Practices Board 

(APB)  and the Financial Reporting Standards Council (FRSC) jointly 

announced their intent to withdraw Statements of Generally Accepted 

Accounting Practice (SA GAAP) effective for financial periods 

beginning on or after 1 December 2012. Accordingly, from December 

2013, all sections relating to SA GAAP will no longer be necessary and 

the Circular (including the auditing aspects of this Circular) will be 

updated then. The FRSC, in consultation with the APB, has proposed 

amendments to the Companies Act Regulations 2011 (Regulations) to 

this effect that will allow the FRSC to issue Financial Reporting 

Pronouncements (FRPs). The first FRPs are intended to cover the 

current South African Statements and Interpretations of Statements of 

Generally Accepted Accounting Practice (the AC 500-series). As the 

Regulations have not been amended, SAICA‟s Accounting Practices 

Committee (APC) has reissued all AC 500 series that remain relevant 

as SAICA Financial Reporting Guides (FRGs). These will later be 

issued as FRPs by the FRSC once the amendments to the Regulations 

have been approved.  

 

Introduction 

.01 The South African Institute of Chartered Accountants (SAICA) 

publishes a variety of publications relating to the accountancy 

profession.  Set out below is a summary of the current status of the 

professional pronouncements. 

 

 AC 100 series: Statements of Generally Accepted 

Accounting Practice (GAAP) issued by the Accounting 

Practices Board (APB) 
.02 In 1977, the Accounting Practices Board (APB) took senior counsel‟s 

opinion on the meaning of „generally accepted accounting practice‟.  It 

was felt that this was necessary because of the requirement of section 

 

https://www.saica.co.za/News/MediaKit/Publications/Communiqu%C3%A9issues/StandardsandLegislation17January2013/SAGAAPAC500seriesissuedasSAICAGuides/tabid/2952/language/en-US/Default.aspx
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286(3) of the Companies Act, 1973, for annual financial statements of a 

company to be presented "in conformity with generally accepted 

accounting practice..." and for the annual financial statements to be “in 

accordance with and include at least the matters prescribed by 
Schedule 4, in so far as they are applicable”.  In terms of section 300 

of the Companies Act, the auditor is obliged to satisfy himself/herself 

as to whether or not the annual financial statements of the company 

fairly present the financial position "in conformity with generally 

accepted accounting practice". However, there was uncertainty as to 

what constituted "generally accepted accounting practice". 

.03 The opinion of senior counsel was that, while compliance with 

Statements of GAAP meets the requirements of the Companies Act to 

conform with generally accepted accounting practice, non-compliance 

may constitute a contravention of the Act, but would not necessarily do 

so. 

.04 This opinion was confirmed in 1987, again by senior counsel, who 

advised that, as far as the auditor is concerned, if the company complies 

with the practice embodied in Statements of GAAP, the auditor can 

safely assume that he/she has complied with the provisions of the 

Companies Act in relation to "generally accepted accounting practice". 

.05 In October 1992, Schedule 4 of the Companies Act was amended.  

Amongst the amendments was a new paragraph 5, which provides as 

follows: "If it appears to the directors of a company that there are 

reasons for departing from any of the accounting concepts stated in 

Statements of Generally Accepted Accounting Practice approved by the 
Accounting Practices Board, where such appropriate Statements exist, 

in preparing the company’s financial statements in respect of any 

accounting period they may do so, but particulars of the departure, the 

effects and the reasons for it shall be given”.  

.06 In September 1999, a further legal opinion was obtained by SAICA 

from W H Trengrove SC and T Plewman on the interpretation of 

paragraph 5 of Schedule 4.  Their conclusion was as follows: 

“On the evidence available to us, paragraph 5 of Schedule 4 requires 

disclosure whenever the financial statements of a company depart from 

any of the Accounting Practices Board (APB) Statements”. 
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.07 According to the opinion, in order for directors to meet the 

requirements of the Companies Act, the annual financial statements 

should be prepared and presented in accordance with generally 

accepted accounting practice.  However, if they in any way depart from 

Statements of GAAP, the financial statements should provide full 

disclosure of the departure, the particulars thereof, the reasons therefore 

and the effect of such departure on the financial statements. 

It therefore follows that, if the company does not comply with a 

Statement of GAAP, and does not disclose the nature of, reasons for 

and effect of the departure, and the auditor fails to qualify his audit 

report, the auditor will be in breach of his professional duty.  

.09 The APB took a decision in February 2004 to issue the text of 

International Financial Reporting Standards (IFRSs) in South Africa, 

without any amendments.  Statements of GAAP are therefore the exact 

replica of the relevant IFRS, except for some effective dates.  To 

indicate this, every Statement of GAAP has a dual numbering system to 

refer to both the IFRS and the Statement of GAAP numbers. 

.10 The question arises – can SAICA take disciplinary action against a 

member or associate that has failed to comply with, or has condoned a 

failure to comply with, a Statement of GAAP?  The by-laws of SAICA 

contain a list of punishable offences. One of them is for a member or 

associate to conduct himself in a manner that in the opinion of the 

Professional Conduct Committee or the Disciplinary Committee is 

discreditable, dishonourable, dishonest, irregular or unworthy, or is 

derogatory to SAICA, or that tends to bring the profession of 

accountancy into disrepute.  Failure to comply with a Statement of 

GAAP would not necessarily constitute improper conduct.   However, 

where it is adjudged, for example, that the action would bring the 

accountancy profession into disrepute, that action would constitute 

improper conduct and be punishable in terms of the by-laws. 

.11 There is a similar provision in the Disciplinary Rules of the Public 

Accountants‟ and Auditors‟ Board (PAAB), which is more far-reaching 

and provides for disciplinary action to be taken, for example, when an 

auditor has failed to carry out professional work with the required 

degree of care and skill.  Therefore, an auditor that does not take 

appropriate steps in relation to non-compliance with a Statement of 

GAAP and does not modify his audit report, could be found guilty of 

.08 
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improper conduct by the Disciplinary Committee of the PAAB and the 

Disciplinary Committee of SAICA. 

AC 200 series: Accounting Guidelines and AC 300 series: 

Accounting Opinions 

.12 SAICA previously issued Accounting Guidelines and Accounting 

Opinions, and these have been withdrawn. 

AC 400 series: Interpretations of Statements of Generally 

Accepted Accounting Practice 

.13 The APB took a decision in February 2004 to issue the text of the 

International Financial Reporting Interpretations Committee (IFRIC) 

Interpretations of IFRS in South Africa, without any amendments.  The 

AC 400 series of Interpretations of Statements of GAAP are the exact 

replica of the relevant IFRIC Interpretations, except for some effective 

dates.  To indicate this, every Interpretation of Statements of GAAP has 

a dual numbering system to refer to both the IFRIC and the 

Interpretation of Statements of GAAP numbers. 

.14 Interpretations issued by the APB provide authoritative guidance to 

preparers, auditors and users of financial statements, thus facilitating 

the standardisation of accounting treatment.  Interpretations have the 

same authority as Statements of GAAP and should be read in 

conjunction with the relevant statements. 

In accordance with IAS 1(AC 101) – Presentation of Financial 

Statements, enterprises should comply with Interpretations if their 

financial statements purport to be prepared in compliance with 

Statements of GAAP. 

AC 500 series: South African Statements and 

Interpretations of Statements of Generally Accepted 

Accounting Practice 

.16 From time to time the need arises for the AC 100 series of Statements 

of GAAP to be interpreted for specific aspects, transactions or other 

issues that occur only in the South African context, as such aspects, 

transactions or other issues are not specifically or clearly addressed in 

either the AC 100 series of Statements of GAAP or the AC 400 series 

of Interpretations of Statements of GAAP, which are based on IASB 

 

.15 
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pronouncements.  The APB has thus established the AC 500 series to 

cater for South African Statements and Interpretations of Statements of 

GAAP. 

.17 AC 500 Statements and Interpretations, issued by the APB, provide 

authoritative guidance to preparers, auditors and users of financial 

statements, thus facilitating the standardisation of accounting 

treatments. 

.18 The AC 500 series has the same authority as AC 100 series of 

Statements of GAAP and AC 400 series of Interpretations of 

Statements of GAAP, and should be read in conjunction with them.  

Entities should conform with the AC 500 series if their financial 

statements purport to be prepared in compliance with Statements of 

GAAP. 

.19 IAS 1(AC 101) requires that financial statements should not be 

described as complying with Statements of GAAP unless they comply 

with all the requirements of each applicable Statement and each 

applicable approved Interpretation. 

 

International Pronouncements on Auditing 

.20 The Independent Regulatory Board for Auditors (IRBA) is the statutory 

body controlling the audit profession in South Africa.  It is within the 

powers of the IRBA in terms of the Auditing Professions Act, 2005, to 

prescribe standards with which auditors must comply in performing 

their duties as auditors.  The Committee for Auditing Standards (CFAS) 

was established as a committee of the IRBA for the development and 

issue of auditing standards on its behalf.  On 1 January 2005, the IRBA 

adopted
1
 the entire suite of auditing pronouncements issued by the 

International Auditing and Assurance Standards Board (IAASB) of the 

International Federation of Accountants (IFAC) for use in South Africa.  

The pronouncements adopted, replace the existing South African 

Auditing Standards (SAAS).  The international pronouncements, which 

include practice statements (hereafter referred to as IAASB Standards), 

to be adopted include: 

 International Standards on Auditing, 

 International Standards on Review Engagements, 

                                                           
1   
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 International Standards on Assurance Engagements, 

 International Standards on Related Services, 

 International Standards on Quality Control, and 

 The International Framework for Assurance Engagements. 

 

.21 These standards contain basic principles and essential procedures 

together with related guidance in the form of explanatory and other 

material, including appendices. The basic principles and essential 

procedures are to be understood and applied in the context of the 

explanatory and other material that provides guidance for their 

application. It is therefore necessary to consider the whole text of a 

Standard to understand and apply the basic principles and essential 

procedures.  

 

.22 The nature of these standards requires professional accountants to 

exercise professional judgment in applying them. 

  

.23 International Auditing Practice Notes (IAPN) are issued to provide 

interpretive guidance and practical assistance to professional 

accountants in implementing the standards and to promote good 

practice.  

 

.24 Professional accountants should be aware of and consider practice 

statements applicable to the engagement. A professional accountant that 

does not consider and apply the guidance included in the relevant 

practice statement should be prepared to explain how the basic 

principles and essential procedures in the standards addressed by the 

practice statement have been complied with.  

South African Auditing Practice Statements 

.25 Guidance issued over and above the guidance contained in the IAASB 

Standards will in future be issued as South African Auditing Practice 

Statements (SAAPS) by the CFAS of the IRBA.  This would include 

relevant additional guidance identified during the adoption process and 

any other guidance deemed necessary in the future.  The authority 

attaching to SAAPS is the same as the authority attaching to 

International Auditing Practice Notes (IAPN). 
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SAICA Audit and Accounting Guides 

.26 SAICA issues guides in electronic form to give guidance to members 

and associates on important auditing and accounting related issues.  The 

contents of guides that pertain to auditor responsibilities are in most 

instances noted
2
 by the AASB of the PAAB.  These guides address 

specialised industry topics and regulatory requirements. 

 

.27 In a notice to readers at the front of each guide the following wording 

appears:  

“Every effort is made to ensure that the advice given in this guide is 
correct.  Nevertheless that advice is given purely as guidance to 

members of SAICA to assist them with particular problems relating to 

the subject matter of the guide and SAICA will have no responsibility to 
any person for any claim of any nature whatsoever which may arise out 

of or relate to the contents of this guide.” 

 

.28 Nevertheless, being guidelines published by the professional body of 

the accountancy profession, they carry considerable weight.  SAICA‟s 

legal adviser considers that members or associates that are responsible 

for preparing financial statements and do not comply with a guide could 

be called upon by SAICA to explain why they did not do so. 

SAICA Circulars  

.29 A circular‟s status will be determined by the objective for which it was 

issued, and much will depend upon the content of the circular itself. 

.30 In some cases, circulars remind members and associates of their duties 

in respect of other documents, such as SAICA‟s by-laws.   In other 

cases, circulars communicate information; provide guidance on how to 

carry out aspects of assurance work, how to word an assurance report or 

inform members of accounting, legislative or other developments.  The 

CFAS of the IRBA notes the content of circulars that pertain to auditor 

responsibilities3 . In the view of SAICA‟s legal adviser, where guidance 

                                                           
2  When SAICA issues guidance of an audit or assurance nature, the CFAS notes 

the content of SAICA‟s audit and accounting guides that pertain to audit, review, 

other assurance or related service engagements, where an auditor‟s engagement or 

reporting responsibilities are dealt with. In noting the guidance, the CFAS provides 

comment on whether the guidance is aligned in all material respects with the 

relevant pronouncements of the IAASB and the CFAS. 
3. 
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is given, the circular would have the same status as an audit and 

accounting guide referred to above. 

.31 In the case of the circular that deals with fees for audits done on behalf 

of the Auditor-General, members, by virtue of an agreement between 

the profession and the Auditor-General, are bound to charge fees for 

such work in accordance with the circular. 

Discussion Papers and Exposure Drafts 

.32 Discussion papers and exposure drafts are issued to elicit public 

comment and, therefore, they have no standing in themselves. 

Johannesburg                     I S Sehoole 

August 2005      Executive President 
 


