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PROJECT BRIEF FOR APPROVAL 

Name of project Post-implementation review of GRAP 109 on Accounting by 

Principals and Agents 

Project timeframe Project commence – Q1 2022/23 

Project complete – Q42 2023/24 

Project manager Tsholo TshokeElizna van der Westhuizen 

Complexity of project The project is complex as it requires (a) requires consultation with a range 

of stakeholders – with varying backgrounds and level of proficiency in 

accounting/finances; and (b) requires a critical analysis of the comments 

received to identify trends and proposed actions.  

Rating Urgency High Medium Low 

Impact High Medium Low 

Resources 

required 

High Medium Low 

PROJECT OVERVIEW 

Area of consideration Comment 

Project outcome  

Project objective The purpose of the project is to consult with stakeholders to assess if the 

Standard is meeting its intended objective and to identify application or 

other issues. 

Key issues that need to be addressed 

as part of this project 

Scope of the post-implementation review (PIR) 

The review PIR will:  

(a) assess whether the Standard is meeting its intended objective; and 

(b) identify application and other issues related to the implementation of 

GRAP 109.  

The stakeholders to be consulted include:  

(a) Users of the financial statements.  

(b) Preparers of financial statements.  

(c) Auditors and other assurance providers.  

 Nature of output to be developed 

The project will be undertaken in three phases:  

• Phase 1 – Desktop review of financial statements and targeted 

stakeholder engagement to identify potential issues with the 

application of GRAP 109. This part of the review The desktop review 

will be limited to assessing compliance with the presentation and 
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disclosure requirements of GRAP 109. The outcomes of the desktop 

review and stakeholder engagement will be used to develop the 

Exposure Draft in Phase 2.  

• Phase 2 – Development of Exposure Draft to be used during the 

consultation with stakeholders. The Exposure Draft outlines the key 

questions that will be the subject of discussions with stakeholders or 

stakeholder groups.  

• Phase 3 – Analyse comments received during consultations and 

propose actions to the Board.  

Any subsequent phases will be identified based on the proposals to, and 

recommendedations actions approved by, the Board.  

 Previous deliberations by the Board  

Issues were raised during previous audit cycles by departments regarding 

the application of the principal-agent concepts outlined in the Modified 

Cash Standard (MCS). As the MCS is based on GRAP 109, the Board 

has monitored developments in this area. 

There have been no specific deliberations to date, other than considering 

an analysis of potential issues arising from the Western Cape court 

judgement.  

 Guidance developed by the Secretariat in response to issues raised by 

stakeholders 

In response to the MCS issues raised, the Secretariat developed a FAQ 

which outlines a process to assess whether GRAP 109 should be applied, 

and then whether an entity is a principal or agent in an arrangement. The 

FAQ was issued in November 2019. The FAQ was updated in March 2021 

based on the review of the Western Cape court judgement. 

 Key issues to be considered 

GRAP 109 was applied for the first time in the 2019/2020 reporting period 

(or for 2021 for TVET and CET colleges). A thorough review of annual 

financial statements will be done to identify additional issues when the 

project brief is re-tabled for consideration by the Board in March 2022.  

The issues outlined in the Western Cape court judgement – which relate 

to the MCS environment – are the only potential issues identified to date.  

Identification of principal-agent arrangements and related matters 

From the various questions being raised in the judgement (and other 

matters raised in the MCS environment which are all similar) the 

Secretariat has observed the following:  

• Entities do not assess whether a principal-agent arrangement exists 

before applying the principles in GRAP 109. As a first step, entities 
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assess which party is a principal or an agent, rather than establishing 

whether the arrangement is in the scope of GRAP 109 at all.  

• Entities fail to adequately identify how a binding arrangement arises, 

e.g. contract, legislation, or combination.  

• Entities frequently do not document how the parties to the 

arrangement either meet the criteria to be an agent or not, based on 

the terms and conditions of an arrangement.  

• Entities often confuse “protective” rights in arrangements such as 

monitoring or oversight with “substantive rights” which demonstrate 

the rights and obligations that would lead to an entity being a principal 

or an agent.  

It is not possible to assess whether entities have applied GRAP 109 

correctly in respect of the issues outlined above based on a desktop 

review. These issues will be discussed with targeted stakeholders in 

phase 1, and would need to be discussed with stakeholders as part of 

Phase 2.  

Presentation and disclosure of information 

The project brief will be updated prior to commencing the project based 

on a review of AFS to identify potential issuesThe desktop review found 

that entities do not comply with the disclosure requirements of GRAP 109: 

• Boilerplate information – Entities use boilerplate information for 

accounting policies which does not provide any information about the 

entity’s specific arrangements.  

• Disclosure requirements not complied with – Entities with principal-

agent arrangements do not comply with the disclosure requirements 

of GRAP 109. The following range of non-compliance was identified:  

o Entities with no accounting policy and no note disclosure on the 

principal-agent arrangement.  

o Entities with accounting policy but no note disclosure (i.e. no 

entity-specific information is provided). 

o Entities with an accounting policy and note disclosure provided 

some information but still lacked information on the significant 

terms and conditions of the arrangement, whether any changes 

occurred during the period, an explanation of the purpose of the 

relationship and any significant risks and benefits of the 

relationship, and for entities acting as a principal - information on 

the resource or cost implications if the arrangement is terminated.  

Environment 
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Legislation or regulatory 

requirements affecting the project 

Western Cape court judgement handed down in June 2020 (and 

subsequent judgements once available) – although the judgement does 

not directly deal with Standards of GRAP, the application through the MCS 

should be assessed. References to specific legislation or case law in the 

judgement may be relevant to assessing the application of GRAP 109.  

Existing accounting guidance in the 

Standards of GRAP, IPSASs or IFRSs 

GRAP 109 on Principals and Agents. 

Assess final guidance on principals and agents included in the final IPSAS 

on Revenue with Performance Obligations and Revenue without 

Performance Obligations if available.   

Frequently Asked Questions dealing with GRAP 109. 

Practices in other countries Review limited to GRAP 109 and its application.  

Use of experts Not applicable.  

Stakeholders 

Entities in the public sector affected 

by this project  

All entities that prepare their financial statements using Standards of 

GRAP.  

Consult with the National Treasury to identify if any issues have arisen in 

the MCS environment that may require amendments to GRAP 109.  

Key stakeholders to be consulted 

during the development of the project 

Internal stakeholders (Secretariat, Technical Committee and Board) to be 

consulted on revision of project brief, development of an Issues Paper 

outlining results of desktop review, and development of Exposure Draft.  

Consult with the National Treasury to identify if any issues have arisen in 

the MCS environment that may require amendments to GRAP 109. 

Key stakeholders to be consulted as 

part of the public consultation 

process 

Stakeholder input and/or consultation is anticipated from the following 

stakeholders: 

Stakeholder participation will primarily include preparers, auditors, users 

and other interested parties.  

Preparers 

A representative group of preparers from public entities, local government, 

legislatures, and colleges.  

Consultants involved in the preparation of financial statements on behalf 

of these entities.  

National Treasury: Office of the Accountant-General and provincial 

treasuries (in their capacity as supporting implementation of the 

Standards).  

Auditors 

Audit firms (specifically technical divisions). 
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A representative group of auditors from the AGSA (specifically ARD and 

if needed, product champions).  

Representatives of auditors and accountants 

Professional bodies (SAICA, CIGFARO, SAIPA and SAIGA).  

SALGA. 

Users 

National Treasury - Public Finance and Budget, and Intergovernmental 

Relations (local government budget and mSCOA team). 

OAG. 

Provincial Treasuries. 

Members of Municipal Finance Committees.  

Audit committee members.   

Linkages  

ASB projects None.  

IPSASB projects Potential IPSAS on Revenue with Performance Obligations and Revenue 

Without Performance Obligations.  

IASB projects None.  

Local reforms in public financial 

management 

The MCS is based on the principles in GRAP 109. As the MCS has been 

the subject of litigation, it is important to assess if any changes are 

deemed necessary to the MCS and/or to assess how issues that have 

been identified are being addressed. The responsibility for the changes to 

MCS is that of the National Treasury. 

Project plan 

Key milestones and timing See Annexure for roadmap.  
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Annexure – Road map for Post-implementation Review of GRAP 109 

 

Milestone Timing Stakeholder Linkages 

1.  Revise project brief and 

draft issues paper 

identifying key issues to 

be addressed 

March June 

2022 

[Q14 

20221/232] 

Internal discussion   

Technical Committee 

Board (based on 

recommendations by Technical 

Committee) 

2.  Draft Exposure Draft for 

review and approval 

June Dec 2022 

[Q31 2022/23] 

Internal review  

Technical Committee 

Board  

3. Consultation on 

Exposure Draft 

pronouncement 

July Jan 20232 

to March Sept 

2023 

[Q42 2022/23 

to Q24 

20232/243] 

Public consultation process  

3.1 Analysis of comments 

received on Exposure 

Draft pronouncement  

June Dec 2023 

[Q31 2023/24] 

Internal review  

Technical Committee 

Board  

3.2 Communication material Mar 2024 

[Q4 2023/24] 

Internal review  

3.32 Actions 

recommendations 
 

To be determined.   

 

Document management 

Prepared by: J Poggiolini 22 July 2020 

Revised by: E van der Westhuizen June 2022 

Approved by:  Board 29 September 2021 

 


