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1. BACKGROUND AND PURPOSE  

The Secretariat provides an overview of emerging issues at each Board meeting.  

At the last meeting, the Secretariat outlined emerging issues related to the adoption and/or 

application of the Standards of GRAP.  

2. REPORTING FRAMEWORK FOR TRIBAL AUTHORITIES 

At the last Board meeting it was noted that, due to a change in legislation governing traditional 

authorities, the Premiers in each province are responsible for determining the reporting 

framework for the authorities. The following actions were agreed:  

• The “Reporting Frameworks at a Glance” published by the Secretariat should be updated 

to reflect the change in legislation. The revised document has been published. 

• The change in legislation should be communicated at a trilateral meeting. The last 

trilateral meeting focused on the implications of COVID-19 rather than general financial 

management issues. The matter will be considered for discussion the next meeting.  

3. APPLICATION OF GRAP 109 ON ACCOUNTING BY PRINCIPALS AND AGENTS  

General  

Queries were raised during the last two audit cycles about the identification of principal-agent 

arrangements at departments. The guidance in the Modified Cash Standard (MCS) on 

principal-agent arrangements is based on the principles in GRAP 109. The resolution of the 

queries has resulted in disagreements between the auditors and auditees. In one instance, 

this has resulted in legal action brought by the Western Cape Provincial Government against 

the AGSA – discussion included below.  
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Although no specific issues were raised by entities applying Standards of GRAP during the 

last audit cycles, the counterparty to many of the departmental arrangements is a public entity 

or municipality. The Secretariat issued a FAQ last year explaining the identification of principal-

agent arrangements when applying Standards of GRAP to mitigate potential questions in this 

area. 

Outcome of legal action – Western Cape Provincial Government versus AGSA 

Judgement was delivered on the court case between the Western Cape Provincial 

Government and the AGSA on 8 June 2020. A copy of the judgement has been provided for 

information purposes. At a high level, the implications are as follows: 

Implications for the Auditor-General – process surrounding expression of an audit opinion 

(a) The judgement implies that the opinions issued by the Auditor-General are subject to 

the Promotion of Administrative Justice Act, which means that the opinions can be 

appealed/challenged for procedural fairness.  

(b) The ruling that the AGSA’s opinions could be set aside means that entities in similar 

positions could arguably follow a court process to have their audit opinions 

reviewed/altered.  

Implications for the National Treasury – legality of the Modified Cash Standard  

(c) The ruling indicates that the National Treasury has the authority to determine norms and 

standards for financial reporting. The National Treasury prescribes the modified cash 

basis of accounting for departments in the Treasury Regulations. This was considered 

legal.  

(d) The Modified Cash Standard, i.e. the document issued by the OAG outlining the detailed 

principles to be applied is not legally binding. This finding was made on the basis that 

the document was not issued in terms of a specific process, for example, as a Regulation 

in terms of the PFMA.  

Implications for the ASB 

(e) The judgement deals with the classification of expense items in the MCS. As a result, 

there is currently no direct implication for the Standards of GRAP.  

(f)  As the principles in the MCS are drawn from GRAP 109, there are issues that will need 

to be considered by the ASB. While the judgement seemed to focus on the application 

of principal-agent arrangements in law rather than accounting principles, it is important 

to understand the key considerations applied by the Court in arriving at its conclusions. 

A key consideration of the Court – which is supported in GRAP 109 and the FAQ issued 

– is the existence of an arrangement between the parties outlining the relationship. The 

testimony of experts will also need to be reviewed.  

Way forward 

The AGSA is deciding whether to appeal the ruling. The National Treasury was not a 

respondent to the court case. They are however also deciding what action needs to be taken 

(if any) to remedy the findings outlined in the judgement.  

From an ASB perspective, the Secretariat will analyse the court judgement and identify 

potential issues that may need to be considered by the Board. The details of the arrangements 
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outlined in the judgement are such that it is not possible to determine - based on that 

information - whether a different conclusion would have been reached on the existence of a 

principal-agent arrangement. The National Treasury prepared a position paper on the 

transactions that are the subject of the judgement. This document has been shared with the 

Secretariat as this may provide the detail of the arrangements needed for the analysis. 

The Technical Committee recommended that this analysis be discussed at the September 

2020 Technical Committee and Board meeting.  

4. ADOPTION OF STANDARDS OF GRAP BY SARS 

Background 

In terms of Directive 6, SARS is required to comply with Standards of GRAP by 31 March 

2023. Directive 6 was revised in 2017 by the Board after a request from SARS to do so. The 

revision allows SARS an additional 5-year period to adopt Standards of GRAP.  

After the extension of the transitional period, SARS established a steering committee 

comprising members of their executive committee (including the CFO) and managers 

responsible for system reforms and GRAP implementation, the Secretariat of the ASB, and 

officials of the OAG and AGSA. The steering committee met on a few occasions to discuss 

SARS’s plan for adopting Standards of GRAP, and progress against that plan. A key 

dependency highlighted by SARS on the achievement of the deadline was the availability of 

funding for the implementation of a revised SAP system, including obtaining new licences, 

cleansing of existing data, implementing change management processes, etc.  

At the steering committee meeting held on 1June 2020, SARS indicated that they do not have 

the necessary resources to fully implement the changes to their system. This means that they 

are unable meet the deadline of 31 March 2023. It was discussed whether alternative 

processes – other than the full SAP system implementation - could be adopted to comply with 

Standards of GRAP. For example, if 11 PAYE payments are received for the year, could the 

12th payment and any other tax revenue be estimated and a journal processed for financial 

statement purposes.  

SARS indicated that it is not feasible to implement alternative processes as the underlying tax 

systems being used are operational rather than accounting systems. This means that the 

account balance is adjusted on an ongoing basis for changes, interest, penalties, revised 

submissions, etc. and it is not possible to determine the account balance at a point in time. 

They indicated that they tried these alternative processes in 2002 and the data was so 

unreliable that their financial statements would have been disclaimed. They also noted that 

this was a resource intensive process.  

At the meeting, SARS requested the following changes to Directive 6: 

• to allow progressive application of the Standard to the different tax types; and  

• an extension to the deadline of 31 March 2023. There was no indication of what timeframe 

may be needed, and the suggestion was to allow adoption when resources become 

available.  

The Secretariat indicated that the first amendment is not needed as this is already allowed in 

Directive 6. On the extension of the timeframe, the Secretariat explained that this would need 

to be considered by the Board based on a formal submission from SARS.  

 



 

4 

Way forward 

While no formal submission has been received from SARS, the Technical Committee 

discussed the feedback provided by the Secretariat at its last meeting. The Technical 

Committee was of the view that a recommendation should be made to the Board indicating 

the following:  

(a) The request to extend the deadline should not be considered. The deadline has already 

been extended by the Board. The previous extension has resulted in other entities 

questioning why a special dispensation is given to SARS.  

(b) SARS should approach the Minister of Finance to amend the Gazette requiring the 

adoption of Standards of GRAP for the tax collection activities of SARS. The Minister 

could either amend the date of adoption, or the basis of accounting used for tax collection 

activities (or any other action he deems appropriate).   

5. ADOPTION OF GRAP BY CET COLLEGES 

The feedback received from the SAICA team on the adoption of GRAP by CET colleges is 

outlined below. [Note: there are 9 CET colleges].  

One of the key issues resulting in the adverse audit outcomes was the reconciliation of 

amounts in BAS and Persal. From discussion with a member of the SAICA team assisting the 

colleges, it seems as if significant progress has been made on these reconciliations and 

amounts that cannot be reconciled are likely to be considered immaterial. It is anticipated that 

this would result in an improvement in the audit outcomes.  

The team from SAICA will be assisting the colleges until February 2021.  

No specific issues have been raised with the Secretariat regarding the application of GRAP. 

  

Timing of AFS: 

Financial year 2015 2016 2017 2018 

Gazetted submission date 31-Mar-19 30-Jun-19 30-Sep-19 31-Dec-19 

On time 1 2 7 7 

Late 8 7 2 2 

  

Audit opinions: 

Financial year 2015 2016 2017 2018 

Disclaimer 9 9 8 7 

Adverse 0 0 1 1 

Qualified 0 0 0 1 
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6. ADOPTION OF NEWLY EFFECTIVE PRONOUNCEMENTS 

There are a number of pronouncements that were effective from 1 April 2019. To increase 

awareness about the pronouncements and their implications, the Secretariat had undertaken 

and/or planned several outreach initiatives with preparers and others from February to April. 

Some of these sessions had to be cancelled due to the lockdown. Many have not been 

rescheduled because either: 

(a) the host organisations have been unable to host, or participate in, online workshops until 

recently; and/or  

(b) the timing of the intervention is no longer suitable given the proximity to the submission 

of financial statements.  

Several materials are however available on the website such as YouTube videos and articles 

explaining the pronouncements.  

7. ACCOUNTING IMPLICATIONS OF COVID-19 

The Secretariat issued a document explaining the potential implications of COVID-19 on the 

financial statements. The document was not developed with the objective of providing detailed 

accounting guidance on specific issues, but rather highlights potential issues that entities 

should consider. The OAG and AGSA were given an opportunity to comment on the document 

before being issued.  

The Secretariat has presented the content of the document in various sessions, and questions 

were raised about the classification of assets and impairment. These issues have been 

addressed in a separate Appendix that accompanies the document. This Appendix will be 

updated as new issues arise.  

8. FREQUENTLY ASKED QUESTIONS 

The following new FAQs have been issued during this quarter.  

• How statutory receivables arise (issued in May 2020).  

• The interaction between the Guideline on Accounting for Housing Arrangements 

Undertaken in terms of the National Housing Programme and GRAP 23 on Revenue 

from Non-exchange Transactions (Taxes and Transfers) (to be discussed at the June 

2020 PSAF meeting) 

ACTIONS REQUESTED 

The Board is requested to NOTE the contents on this memorandum. 


