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Commenting on this Exposure Draft 

The Accounting Standards Board (the Board) seeks comment on the Exposure Draft of the 
proposed transitional provisions for the initial adoption of the Standard of GRAP on 
Accounting by Principals and Agents (GRAP 133). Once approved by the Board, these 
transitional provisions will be included in Directives 2 to 4, and 8 containing the transitional 
provisions and transitional arrangements for entities required to apply Standards of GRAP. 
Directive 6 will also be updated as a result of issuing the Standard of GRAP on Accounting 
by Principals and Agents.  

The proposals in this Exposure Draft may be modified in the final documents in the light of 
comment received.   

Comment should be submitted in writing so as to be received by 16 October 2015. Email 
responses are preferred. Unless respondents to this Exposure Draft specifically request 
confidentiality, their comment is a matter of public record once the directives to the 
Standards of GRAP have been amended and issued. Comment should be addressed to:  

The Chief Executive Officer  

Accounting Standards Board  

P O Box 74219  

Lynnwood Ridge  

0040  

Fax: +2711 697 0666   

Email Address: info@asb.co.za  

 

Copyright © 2015 by the Accounting Standards Board.  

All rights reserved. No part of this publication may be reproduced, stored in a retrieval 
system, or transmitted, in any form or by any means, electronic, mechanical, 

photocopying, recording, or otherwise, without the prior permission of the Accounting 
Standards Board. The approved text is published in the English language. 

Permission to reproduce limited extracts from the publication will usually not be withheld. 
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INTRODUCTION 

Standards of Generally Recognised Accounting Practice 

The Accounting Standards Board (the Board) is required in terms of the Public Finance 
Management Act, Act No. 1 of 1999, as amended (PFMA), to determine generally 
recognised accounting practice referred to as Standards of Generally Recognised 
Accounting Practice (GRAP). 
The Board must determine GRAP for: 

(a) departments (including national and provincial and government components); 

(b) public entities; 

(c) trading entities (as defined in the PFMA); 

(d) constitutional institutions; 

(e) municipalities and boards, commissions, companies, corporations, funds or other 
entities under the ownership control of a municipality; and 

(f) Parliament and the provincial legislatures.  

The above are collectively referred to as “entities”. 

The Board has approved the application of Statements of Generally Accepted Accounting 
Practice (GAAP), as codified by the Accounting Practices Board and issued by the South 
African Institute of Chartered Accountants as at 1 April 2012, to be GRAP for:  

(a) government business enterprises (as defined in the PFMA); 

(b) any other entity, other than a municipality, whose ordinary shares, potential ordinary 
shares or debt are publicly tradable on the capital markets; and 

(c) entities under the ownership control of any of these entities. 

The Board has approved the application of International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board to be GRAP for these 
entities where they are applying IFRSs. 

Section 89(1)(b) of the PFMA, requires the Board to prepare and publish directives and 
guidelines concerning the Standards of GRAP as set in paragraph 89(1)(a) of the PFMA. 
The Preface to the Standards of GRAP determines that directives will be used to set 
transitional provisions and transitional arrangements for the entities required to comply 
with Standards of GRAP. Directives issued by the Board in terms of section 89(1)(b) of the 
PFMA therefore have the same authority as the Standards of GRAP.  

Directives should be read in conjunction with the relevant Standard(s) of GRAP, as well as 
the Preface to the Directives issued by the Accounting Standards Board. 
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Background and purpose of this Exposure Draft 

The Standard of GRAP on Accounting by Principals and Agents (GRAP 109) was 
approved by the Board as a final Standard of GRAP at its meeting held in July 2015. As a 
result, the Board needs to develop transitional provisions to assist entities with the initial 
adoption of this Standard. Once approved by the Board, the transitional provisions for 
GRAP 109 will be included in Directives 2 to 4, and 8, and Directive 6 amended 
accordingly.   

The Board, in consultation with the trilateral parties, proposes an effective date of 1 April 
2017 for GRAP 109. 

The purpose of this Exposure Draft is to outline and solicit comment on the proposed 
transitional provisions for the initial adoption of GRAP 109.  

Issues considered when developing transitional provisions for principal-agent 
arrangements  

At present, the only guidance available to entities to assess whether they are a principal or 
an agent in an arrangement is in GRAP 9 Revenue from Exchange Transactions. This 
guidance is based on a risks and rewards based assessment. This risks and rewards 
based assessment has yielded inconsistencies in practice. Also, as GRAP 9 focused only 
on revenue transactions, it was often unclear to entities how they should assess expense 
transactions undertaken in a principal-agent arrangement.  

As a result of these issues, the Board issued GRAP 109.  The criteria used to assess 
whether an entity is a principal or an agent in GRAP 109 are based on an assessment of 
control rather than risks and rewards.  

The approaches in the previous guidance and the newly issued Standard are vastly 
different and may result in transactions being classified differently. Given the difference in 
approaches and the potential outcome of applying these, the Board is of the view that 
GRAP 109 should be applied retrospectively. Retrospective application ensures that (a) 
comparable information is made available in the financial statements, and (b) provides 
users with relevant information to measure the performance of entities and to hold them 
accountable for the activities they undertake.  

Due process and timetable 

The due process followed by the Board in developing the proposed transitional provisions 
to be included in Directives 2 to 4, and 8, and to revise Directive 6, is for the Board to 
receive comment on the proposals set out in this Exposure Draft from preparers, users, 
auditors, standard-setters and other parties with an interest in public sector financial 
reporting. Accordingly, all interested parties are invited to provide comment.  

Exposure Drafts usually have a comment period of three (3) months, although shorter or 
longer periods may be used for certain Exposure Drafts depending on the urgency to issue 



 

 
   ED 133 
 

 
Issued August 2015 5    Proposed Transitional Provisions for 

the Initial Adoption of the Standard 
of GRAP on Accounting by 

Principals and Agents 

the final pronouncement. Upon the closure of the comment period, the Board will consider 
the comment received on the Exposure Draft and may modify the proposed transitional 
provisions in the light of comment received before including the final transitional provisions 
in Directives 2 to 4 and 8, and updating Directive 6. 

Request for comment  

Comment on this Exposure Draft is invited by 16 October 2015. The Board requires that 
respondents express an overall opinion on whether the Exposure Draft is supported in 
general and to supplement this opinion with detailed comment, whether supportive or 
critical, on the principles in the Exposure Draft. Respondents are also invited to provide 
detailed comment identifying the specific paragraphs to which it relates, explaining the 
issue and suggesting alternative wording, with supporting reasoning, where appropriate.  

The basis for accepting or rejecting significant comment will be published on the ASB’s 
website.  
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AMENDMENTS TO DIRECTIVES 

Proposed transitional provisions for GRAP 109 Accounting by 

Principals and Agents to be included in Directives 2 to 4 and 8 

The transitional provisions for the initial adoption of the Standard of GRAP on Accounting 

by Principals and Agents are to be included in the following Directives, after the 

transitional provisions for GRAP 108: 

 Directive 2 Transitional Provisions for Public Entities, Trading Entities, Municipal 

Entities, Public Further Education and Training Colleges, and Constitutional 

Institutions; 

 Directive 3 Transitional Provisions for High Capacity Municipalities;  

 Directive 4 Transitional Provisions for Medium and Low Capacity Municipalities and 

Trading Entities; and  

 Directive 8 Transitional Provisions for Parliament and Provincial Legislatures. 

GRAP 109 Accounting by Principals and Agents  

Transitional provisions 

General 

.01 Changes resulting from the application of the Standard of GRAP on Accounting 

by Principals and Agents shall be accounted for in accordance with the 

requirements of the Standard of GRAP on Accounting Policies, Changes in 

Accounting Estimates and Errors. 

.02 When an entity initially adopts a Standard of GRAP, the Standard of GRAP on 

Accounting Policies, Changes in Accounting Estimates and Errors requires an entity to 

apply the requirements of the Standard being adopted retrospectively. 

Proposed transitional provisions for GRAP 109 Accounting by 

Principals and Agents to be included in Directive 6 

The following consequential amendments are made to Directive 6 Transitional Provisions 
for Revenue Collected by SARS as a result of the issue of the Standard of GRAP on 
Accounting by Principals and Agents. Text that has been added is underlined, while text 
that has been deleted is indicated as struck through.   
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Directive 6 Transitional Provisions for Revenue Collected by SARS 

Transitional provisions 

General 

.07 …. 

.08 As a result of the relief provided in paragraph .07, SARS is not required to comply with 

the recognition, initial and subsequent measurement, and related presentation and 

disclosure requirements of the following Standards of GRAP until the transitional 

provisions in paragraph .07 expire, or revenue is recognised in accordance with the 

relevant Standards of GRAP (whichever is earlier):  

(a) Revenue from Exchange Transactions.  

(b) Inventories, insofar as the Standard applies to the recognition and measurement of 

goods forfeited, seized or otherwise held by SARS, where the eventual proceeds 

from disposing of these goods will result in revenue for the National Revenue Fund 

or another entity.   

(c) Leases, insofar as the Standard applies to recognition and initial measurement of 

revenue and the related receivables, where this will result in revenue for the 

National Revenue Fund or another entity.   

(d) Revenue from Non-exchange Transactions (Taxes and Transfers).  

(e) Provisions, Contingent Liabilities and Contingent Assets, insofar as the Standard 

applies to the recognition and/or measurement of refunds or similar liabilities 

arising from exchange or non-exchange revenue transactions.   

(f) Financial Instruments, insofar as the Standard applies to the recognition and/or 

measurement of receivables related to revenue arising from contractual 

arrangements that otherwise meet the definition of financial instruments.    

(g) Statutory Receivables, insofar as the Standard applies to the recognition and/or 

measurement of receivables that arise from legislation, regulations or similar 

means and otherwise meet the definition of a statutory receivable.   

(h) Accounting by Principals and Agents, insofar as the Standard applies to the 

recognition of receivables and payables related to revenue transactions 
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undertaken as an agent. The Standard should however be used to determine if 

SARS should recognise transactions as an agent or a principal.  

… 

Relief from applying specific Standards of GRAP 

.13 Paragraph .08 outlines the Standards of GRAP that SARS is not required to comply 

with during the six year transitional period. The relief provided in paragraph .08 means 

that SARS is not required to comply with the Standards of GRAP on: 

(a) Revenue from Exchange Transactions, Revenue from Non-exchange 

Transactions (Taxes and Transfers), and Leases in the recognition and 

measurement of revenue, and the recognition and initial measurement of any 

directly associated receivables; 

(b) Accounting by Principals and Agents, in the initial recognition and measurement 

of receivables and payables for transactions undertaken as an agent;  

(b)(c)  Financial Instruments and Statutory Receivables, in the initial and subsequent 

measurement of receivables arising from exchange and non-exchange revenue 

transactions, including the recognition and measurement of interest, penalties or 

other charges levied on outstanding receivables;  

(c)(d)  Inventories, in the recognition and, initial and subsequent measurement, of 

inventories arising from exchange or non-exchange revenue transactions; and 

(d)(e)  Provisions, Contingent Liabilities and Contingent Assets, in the initial recognition 

and measurement (both initial and subsequent) of refunds or similar liabilities 

directly associated with exchange and non-exchange revenue transactions.  

 


