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T h e  S t a n d a rd s  o f  G e n e ra l l y  R e co g n i s e d  A cco u n t i n g  Pra c t i ce  ( G R A P)  2 3 ,
" R eve n u e  f ro m  N o n - exc h a n g e  Tra n s a c t i o n s  (Ta xe s  a n d  Tra n s fe r s ) ,"
d e l i n ea te s  t h e  a cco u n t i n g  t rea t m e n t  fo r  reve n u e  a r i s i n g  f ro m  n o n -
exc h a n g e  t ra n s a c t i o n s .  I n  t h i s  s t a n d a rd ,  t h e  te r m s  ' co n d i t i o n s '  a n d
' re s t r i c t i o n s '  a re  i m p o r t a n t  a n d  m ea n  d i f fe re n t  t h i n g s  fo r  f i n a n c i a l
re p o r t i n g .  Kn ow i n g  t h e  d i f fe re n ce  i s  key  to  re p o r t i n g  f i n a n ce s
co r re c t l y ,  e s p e c i a l l y  i n  S o u t h  A f r i c a ’s  p u b l i c  s e c to r ,  w h e re  i t ' s  co m m o n
to  re ce i ve  a n d  u s e  t ra n s fe r re d  a s s e t s .  

T h i s  a r t i c l e  ex p l a i n s  w h a t  G R A P  2 3  s ay s  a b o u t  co n d i t i o n s  a n d
re s t r i c t i o n s  a n d  w h a t  t h i s  m ea n s  fo r  a u d i to r s  a n d  a cco u n t a n t s  wo r k i n g
i n  t h e  S o u t h  A f r i c a n  p u b l i c  s e c to r .

Def in in g  Con di t ions  an d Restr ic t ions  in  GRAP 23
G R A P  2 3  d e f i n e s  a  ‘co n d i t i o n ’  o n  t ra n s fe r re d  a s s e t s  a s  a  s t i p u l a t i o n
t h a t  re q u i re s  t h e  re c i p i e n t  to  co n s u m e  t h e  a s s e t  a s  s p e c i f i e d  o r  to
re t u r n  t h e  f u t u re  e co n o m i c  b e n e f i t s  o r  s e r v i ce  p o te n t i a l  to  t h e
t ra n s fe ro r .  I n  e s s e n ce ,  a  co n d i t i o n  i m p o s e s  a  p re s e n t  o b l i g a t i o n  o n  t h e
re c i p i e n t  to  t ra n s fe r  f u t u re  e co n o m i c  b e n e f i t s  o r  s e r v i ce  p o te n t i a l .
Co n s e q u e n t l y ,  w h e n  a n  e n t i ty  re ce i ve s  a n  a s s e t  w i t h  a  co n d i t i o n ,  i t
i n i t i a l l y  re co g n i ze s  a n  a s s e t ,  reve n u e ,  a n d  a  l i a b i l i ty .  

I n  co n t ra s t ,  a  re s t r i c t i o n  o n  t ra n s fe r re d  a s s e t s  l i m i t s  o r  s p e c i f i e s  h ow
t h e  a s s e t  c a n  b e  u s e d  b u t  d o e s  n o t  re q u i re  t h e  a s s e t ,  o r  i t s  a s s o c i a te d
e co n o m i c  b e n e f i t s  o r  s e r v i ce  p o te n t i a l ,  to  b e  re t u r n e d  to  t h e  t ra n s fe ro r
i f  u s e d  d i f fe re n t l y .  A s  a  re s u l t ,  u n l i ke  a  co n d i t i o n ,  a  re s t r i c t i o n  d o e s  n o t
c rea te  a  p re s e n t  o b l i g a t i o n  fo r  t h e  re c i p i e n t  to  re t u r n  f u t u re  e co n o m i c
b e n e f i t s  o r  s e r v i ce  p o te n t i a l .  A cco rd i n g l y ,  t h e  re c i p i e n t  i n i t i a l l y
re co g n i s e s  o n l y  a n  a s s e t  a n d  co r re s p o n d i n g  reve n u e .

T h e  c r i t i c a l  fa c to r  i n  d i f fe re n t i a t i n g  b e twe e n  a  co n d i t i o n  a n d  a
re s t r i c t i o n  i s  t h e  e n fo rcea b i l i ty  a n d  l i ke l i h o o d  o f  e n fo rce m e n t  o f  t h e
re q u i re m e n t  to  re t u r n  t h e  a s s e t  o r  i t s  f u t u re  e co n o m i c  b e n e f i t s .  I f  s u c h
a  re q u i re m e n t  ex i s t s  a n d  i s  e n fo rcea b l e ,  i t  i s  a  co n d i t i o n ,  i f  n o t ,  i t  i s  a
re s t r i c t i o n .  T h i s  p r i n c i p l e  e m p h a s i s e s  s u b s t a n ce  ove r  fo r m .  

Impl icat ions  for  th e  South  Af r ican  Publ ic  Sec tor

I n  t h e  S o u t h  A f r i c a n  p u b l i c  s e c to r ,  e n t i t i e s  f re q u e n t l y  re ce i ve  f u n d i n g
o r  a s s e t s  f ro m  o t h e r  g ove r n m e n t  e n t i t i e s ,  d o n o r s ,  o r  o t h e r
o rg a n i s a t i o n s .  T h e s e  t ra n s fe r s  o f te n  co m e  w i t h  s t i p u l a t i o n s  o n  h ow  t h e
f u n d s  o r  a s s e t s  a re  to  b e  u t i l i s e d .  A cc u ra te l y  c l a s s i f y i n g  t h e s e
s t i p u l a t i o n s  a s  e i t h e r  co n d i t i o n s  o r  re s t r i c t i o n s  i s  p a ra m o u n t  fo r
co r re c t  f i n a n c i a l  re p o r t i n g  i n  a cco rd a n ce  w i t h  G R A P  2 3 .

D I F F E R E N C E S  B E T W E E N  C O N D I T I O N S  A N D  R E S T R I CT I O N S  I N  G RA P  2 3  A N D
T H E I R  I M PACT  O N  S A ’ S  P U B L I C  S E CT O R



M i s c l a s s i f i c a t i o n  c a n  l ea d  to  m a te r i a l  m i s s t a te m e n t s  i n  f i n a n c i a l
s t a te m e n t s ,  a f fe c t i n g  t h e  p e rce i ve d  f i n a n c i a l  p o s i t i o n  a n d
p e r fo r m a n ce  o f  p u b l i c  s e c to r  e n t i t i e s .  Fo r  i n s t a n ce ,  i n co r re c t l y
t rea t i n g  a  co n d i t i o n  a s  a  re s t r i c t i o n  co u l d  re s u l t  i n  a n  u n d e r s t a te m e n t
o f  l i a b i l i t i e s ,  w h i c h  co u l d  d i s to r t  t h e  e n t i ty ' s  f i n a n c i a l  h ea l t h .  T h i s  i s
p a r t i c u l a r l y  s i g n i f i c a n t  i n  a  s e c to r  w h e re  a cco u n t a b i l i ty  a n d
t ra n s p a re n c y  a re  o f  u t m o s t  i m p o r t a n ce .

Fu r t h e r m o re ,  t h e  d i s t i n c t i o n  i m p a c t s  t h e  t i m i n g  o f  reve n u e
re co g n i t i o n .  Co n d i t i o n s  n e ce s s i t a te  t h e  d e fe r ra l  o f  reve n u e
re co g n i t i o n  u n t i l  t h e  co n d i t i o n s  a re  m e t ,  w h e rea s  reve n u e  a s s o c i a te d
w i t h  re s t r i c t i o n s  i s  re co g n i s e d  i m m e d i a te l y .  T h i s  d i f fe re n ce  c a n
s i g n i f i c a n t l y  a f fe c t  t h e  re p o r te d  reve n u e  i n  a  g i ve n  p e r i o d ,  i n f l u e n c i n g
key  f i n a n c i a l  ra t i o s  a n d  i n d i c a to r s  u s e d  by  s t a ke h o l d e r s  to  a s s e s s  t h e
e n t i ty ' s  f i n a n c i a l  m a n a g e m e n t .

Impa c t  on  Audi tors  an d  Accountants  in  th e  South  Af r ican  Publ ic
Sec tor
Au d i to r s  a n d  a cco u n t a n t s  i n  t h e  S o u t h  A f r i c a n  p u b l i c  s e c to r  p l ay  a
c r u c i a l  ro l e  i n  e n s u r i n g  t h e  co r re c t  a p p l i c a t i o n  o f  G R A P  2 3 .  T h ey  m u s t
p o s s e s s  a  t h o ro u g h  u n d e r s t a n d i n g  o f  t h e  n u a n ce s  b e twe e n  co n d i t i o n s
a n d  re s t r i c t i o n s  to  p rov i d e  a cc u ra te  f i n a n c i a l  re p o r t i n g  a n d  a u d i t
o p i n i o n s .

F i r s t l y ,  a u d i to r s  m u s t  r i g o ro u s l y  a s s e s s  t h e  te r m s  o f  t ra n s fe r
a g re e m e n t s  to  d e te r m i n e  w h e t h e r  s t i p u l a t i o n s  co n s t i t u te  co n d i t i o n s
o r  re s t r i c t i o n s .  T h i s  re q u i re s  c a re f u l  exa m i n a t i o n  o f  t h e  e n fo rcea b i l i ty
o f  a ny  re q u i re m e n t s  to  re t u r n  a s s e t s  o r  f u t u re  e co n o m i c  b e n e f i t s .
Au d i to r s  n e e d  to  g a t h e r  s u f f i c i e n t  a p p ro p r i a te  a u d i t  ev i d e n ce  to
s u p p o r t  t h e i r  co n c l u s i o n s ,  w h i c h  m ay  i nvo l ve  l e g a l  i n te r p re t a t i o n s  a n d
a s s e s s m e n t s  o f  t h e  l i ke l i h o o d  o f  e n fo rce m e n t .

A cco u n t a n t s  a re  re s p o n s i b l e  fo r  t h e  i n i t i a l  re co g n i t i o n  a n d
s u b s e q u e n t  m ea s u re m e n t  o f  reve n u e  a n d  re l a te d  i te m s .  T h ey  n e e d  to
e s t a b l i s h  ro b u s t  i n te r n a l  co n t ro l s  to  e n s u re  t h a t  a l l  t ra n s fe r s  a re
co r re c t l y  c l a s s i f i e d  a n d  a cco u n te d  fo r .  T h i s  i n c l u d e s  m a i n t a i n i n g
d e t a i l e d  d o c u m e n t a t i o n  o f  t ra n s fe r  a g re e m e n t s  a n d  i m p l e m e n t i n g
p ro ce s s e s  to  m o n i to r  co m p l i a n ce  w i t h  s t i p u l a t i o n s .

M o re ove r ,  t h e  e m p h a s i s  o n  co n t ro l  i n  G R A P,  w h i c h  i s  f u n d a m e n t a l  to
a s s e t  re co g n i t i o n ,  a d d s  a n o t h e r  l aye r  o f  co m p l ex i ty .  A cco u n t a n t s  m u s t
a s ce r t a i n  t h a t  t h e  e n t i ty  h a s  t h e  a b i l i ty  to  exc l u d e  o r  re g u l a te  t h e
a cce s s  o f  o t h e r s  to  t h e  b e n e f i t s  o f  t h e  t ra n s fe r re d  a s s e t .  A n
a n n o u n ce m e n t  o f  a n  i n te n t i o n  to  t ra n s fe r  re s o u rce s  d o e s  n o t ,  i n  i t s e l f ,
co n s t i t u te  co n t ro l .  T h e  e n fo rcea b i l i ty  o f  co n t ro l  m u s t  b e  e s t a b l i s h e d
b e fo re  a n  a s s e t  c a n  b e  re co g n i ze d .  



About SAIGA 
The Southern African Institute of Government Auditors is a non-profit professional body that certifies
and develops finance and auditing professionals in the public sector. SAIGA represents a unique brand
of professionals, the Registered Government Auditors (RGA) in the public sector and academia. SAIGA
is the sole provider of the RGA, which is regarded as the highest professional qualification in public
sector auditing.
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- E N D S -  
 I s s u e d  b y  t h e  S o u t h e r n  A f r i c a n  I n s t i t u t e  o f  G o v e r n m e n t  A u d i t o r s

Conclus ion
T h e  a p p r o p r i a t e  d i f f e r e n t i a t i o n  b e t w e e n  c o n d i t i o n s  a n d  r e s t r i c t i o n s  i n
G R A P  2 3  i s  e s s e n t i a l  f o r  a c c u r a t e  a n d  t r a n s p a r e n t  f i n a n c i a l  r e p o r t i n g ,
p a r t i c u l a r l y  i n  t h e  S o u t h  A f r i c a n  p u b l i c  s e c t o r .  M i s c l a s s i f i c a t i o n  c a n
l e a d  t o  m a t e r i a l  m i s s t a t e m e n t s ,  i m p a c t i n g  t h e  r e l i a b i l i t y  o f  f i n a n c i a l
i n f o r m a t i o n  a n d  e r o d i n g  p u b l i c  t r u s t .  A u d i t o r s  a n d  a c c o u n t a n t s  i n  t h i s
s e c t o r  m u s t  h a v e  a  d e e p  u n d e r s t a n d i n g  o f  t h e s e  c o n c e p t s ,  e x e r c i s e
s o u n d  j u d g m e n t ,  a n d  i m p l e m e n t  r o b u s t  c o n t r o l s  t o  e n s u r e  c o m p l i a n c e
w i t h  G R A P  2 3 .  B y  d o i n g  s o ,  t h e y  c o n t r i b u t e  t o  t h e  f i n a n c i a l  i n t e g r i t y
a n d  a c c o u n t a b i l i t y  t h a t  a r e  v i t a l  f o r  e f f e c t i v e  p u b l i c  s e c t o r  g o v e r n a n c e
i n  S o u t h  A f r i c a .


