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BACKGROUND  

1. As part of its 2021 to 2023 work programme, the Board undertook a desktop review on 

GRAP 2 on Cash Flow Statements (hereafter referred to as the “the review”). At its 

meeting held in March 2021, the Board considered the results of the review, practical 

challenges in preparing the cash flow statement, and the root causes.  

2. The Board agreed to the following actions at this meeting: 

(a) the findings of the review should be shared with relevant stakeholders;  

(b) awareness of the findings should be shared with preparers through feedback 

sessions, writing articles, publishing social media posts, etc.;  

(c) a Frequent Asked Question (FAQ) should be developed to explain the treatment of 

consumer deposits. The FAQ should be aligned with the guidance in the Fact Sheet 

to GRAP 104(2019);     

(d) the Guideline on The Application of Materiality in Financial Statements (hereafter 

referred to as “the Materiality Guideline”) should be amended to address 

uncertainties on the application of materiality in preparing the cash flow statement; 

and  

(e) a Research Paper should be published that outlines the findings of the review along 

with the Board’s actions.  

3. It was also agreed that the following areas should be addressed in future Board projects: 

(a) the encouraged disclosures in GRAP 2 to present the amount of cash flows arising 

from operating, investing and financing activities of each reportable segment should 

be monitored and if any areas of concern are noted, a proposal for a project could 

be included when the Board consults on its work programme; 
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(b) the encouraged disclosures in all the Standards of GRAP should be reviewed as 

part of the Board’s next Improvements Project; and  

(c) the presentation of cash flow items on a net basis, specifically those that involve a 

principal-agent arrangement, will be considered when the Board undertakes a 

review of GRAP 109.  

4. The Technical Committee considered the draft Research Paper at its meeting held on 1 

June 2021 and made the following recommendations:  

• The title of the Research Paper should be amended to “Desktop Review of the Cash 

Flow Statement Presented in the Financial Statements”.  

• Section 2 of the Research Paper should make a clearer distinction between matters of 

non-compliance and best practices. This section should be redrafted into Part A and 

Part B to deal with each component separately.  

• The executive summary should include an explanation as to what is meant with the 

practices noted during the review.  

5. Subject to these amendments, the draft Research Paper was recommended to the Board 

for its approval.  

6. The Technical Committee debated the nature of the pronouncement. Members noted that 

if reference is made to it being a Research Paper, it could be confused with the research 

undertaken by academics. It was proposed that the results of the review should rather be 

issued in the form of a Directive or Guideline. After some debate, the Technical Committee 

concluded that the nature of pronouncement should remain a Research Paper, but that 

the nature of pronouncements to be developed to reflect the outcomes of desktop reviews 

should be debated when the technical policies are reviewed. The review of the technical 

policies is scheduled for the August and September 2021 Technical Committee and Board 

meetings.  

REVIEW OF THE RESEARCH PAPER 

7. The objective of this memorandum is to present to the Board the draft Research Paper, 

which is included as attachment 6(b) for approval as a final pronouncement.  

ACTION REQUESTED #1 

The Board is requested to CONSIDER the draft Research Paper and, if appropriate, 

APPROVE it as a final pronouncement.  

NEXT STEPS 

8. The publication of the Research Paper will be concluded upon approval by the Board.  

9. The sharing of the findings with the relevant stakeholders and preparers, and the 

development of the FAQ are planned for the next two quarters. The amendments to the 

Materiality Guideline, and the review of the encouraged disclosures in all the Standards 

will be addressed as part of the Board’s next Improvements Project that will commence 

in 2022. The development of FAQs will be monitored as part of the emerging issues.  

ACTION REQUESTED #2 

The Board is requested to NOTE the next steps.  


