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1. BACKGROUND AND PURPOSE  

The Secretariat provides an overview of emerging issues at each Technical Committee 

meeting.  

At the last meeting, the Secretariat outlined a number of emerging issues related to the 

adoption and/or application of the Standards of GRAP. The purpose of this memorandum is 

to provide background to those issues and to report on progress, as well as identify any new 

issues that may have been identified.  

2. GENERAL FEEDBACK FROM PFMA 2018 AUDIT CYCLE 

The PFMA audit cycle generally ends on 31 July 2018. The Secretariat has been 

approached on a number of occasions during this audit cycle (particularly after 31 July 2018) 

to provide guidance to the auditee about issues that are the subject of disputes with the 

auditors. The Secretariat has referred these matters to the OAG for resolution in terms of the 

process agreed with the OAG and AGSA.  

The Secretariat observed an increase in the number of queries related to the recognition 

and/or disclosure of services received in-kind during this audit cycle. This is particularly the 

case for buildings used by entities but which are owned by the Department of Public Works. 

A number of questions were raised about when such services should be recognised, and 

how fair value should be determined. The Secretariat will need to liaise with the OAG and 

AGSA about how these queries were resolved and if any action is required from the 

Secretariat.  

The Secretariat will engage with OAG and AGSA to identify any additional issues that arose 

during the audit cycle that may require action by the ASB or Secretariat. Some preliminary 

inputs from the AGSA are provided on the specific matters considered at the last meeting.  
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3. GRAP 103 ON HERITAGE ASSETS 

Background 

GRAP 103 became effective for entities from 1 April 2012. Entities were required to apply 

the Standard retrospectively, but were given a three year transitional period.  

In late 2015 the Department of Arts and Culture (DAC) applied to the Minister of Finance to 

exempt the museums that report to the DAC from the recognition and measurement 

requirements of GRAP 103 by extending the transitional provisions for another three years. 

The exemption was granted by the Minister of Finance. The exemption expired at the end of 

March, and as a result, all entities must comply with GRAP 103 for the reporting period 

ended 31 March 2018.  

The Board has a post-implementation review of GRAP 103 scheduled on its work 

programme for 2019/2020.  

Progress towards adoption 

There were no specific issues raised with the Secretariat about the adoption of GRAP 103 

since the last CFO Forum held with the Department of Arts and Culture and its entities in 

June 2018.  

Preliminary feedback from the AGSA indicates that the most significant issue raised during 

the PFMA audit cycle relates to what constitutes the “measurement date” when determining 

the fair value on the initial recognition of assets in terms of Directive 7 on The Application of 

Deemed Cost. The measurement date should have been 1 April 2012 when the Standard 

was initially adopted. Because of the exemption provided by the Minister of Finance, it 

seems as if entities have not been able to determine values at that date. Valuers assisting 

the entities have indicated that to discount their valuations to that date makes the valuation 

unreliable and that they would not be willing to certify the valuation. A letter was written by 

an affected entity to the OAG requesting guidance on how to proceed.  

4. APPLICATION OF DIRECTIVE 12  

Background 

Directive 12 on The Selection of an Appropriate Reporting Framework by Public Entities 

requires public entities (other than those already applying GRAP) to perform a self-

assessment, using the criteria in the Directive, to identify whether IFRSs or Standards of 

GRAP should be applied. Directive 12 is effective from 1 April 2018.  

Application of Directive 12 

SANRAL again submitted a request to the OAG to apply IFRSs. The OAG issued 

correspondence to SANRAL on 22 August 2018 indicating that, based on the information in 

their submission, there is insufficient grounds for them to apply IFRS.  

5. APPLICATION OF GRAP 109 ACCOUNTING BY PRINCIPALS AND AGENTS 

The Modified Cash Standard (MCS) uses the principles in GRAP 109 to provide guidance to 

departments on how to identify, and account for, principal-agent arrangements. Issues have 

arisen in the MCS environment about how these principles should be interpreted, particularly 

whether a transaction is in fact a principal-agent arrangement.  
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The incorrect identification of transactions as principal-agent arrangements has raised 

issues related to the classification of expenses as either transfer payments or goods and 

services under the MCS. As goods and services are subject to specific procurement 

regulations, the classification/distinction is important. No equivalent distinction exists in the 

Standards of GRAP.  

Although the issues arose in the context of the MCS, there may be implications for entities 

that report using Standards of GRAP as the counterparty to some of the arrangements is a 

public entity or municipality. As the same interpretive guidance in GRAP 109 is not available 

in the MCS, there could be differences in interpretation when applying the modified cash 

basis of accounting and the Standards of GRAP. (Note: Although GRAP 109 is not effective 

as yet, entities may use GRAP 109 to formulate their accounting policies for the 2017/18 and 

2018/19 reporting periods.) 

The OAG has developed guidance to respond to the issues raised on the identification of 

principal-agent arrangements for the MCS environment, as well as on the classification of 

expenses as either goods and services or transfer payments.  

The Secretariat has been monitoring if any specific issues have arisen during the PFMA 

audit cycle regarding GRAP 109. No specific issues have been raised with the Secretariat, 

nor were any issues identified by the AGSA based on preliminary feedback received.  

ACTION REQUESTED 

The Technical Committee is requested to NOTE the issues outlined in the 

memorandum.   


