
 
 

P O Box 7001 
Halfway House 

1685 
Tel: 011 697 0660 
Fax: 011 697 0666  

www.asb.co.za 
 

MINUTES OF THE PROJECT GROUP MEETING ON THE REVIEW OF 

AMENDMENTS TO GRAP 16 AND 17 HELD ON 15 OCTOBER 2018  

  

MEMBERS:   

Preparers S Abraham   SARS 

 H Abrahams  Department of Public Works - 

    PMTE 

M Freeman   Nelson Mandela Bay   

    Municipality 

 K Kramer   Nelson Mandela Bay   

    Municipality 

 A Mzimane   SARS 

 L Nko   SARS 

 K Nteleko   eThekwini Municipality 

 J Pelser   City of Tshwane Municipality 

 E Richards   City of Tshwane Municipality 

 

Other stakeholders H Hermus   National Treasury - OAG 

 I Kotze   CIGFARO 

 C Maeta   COGTA 

 M Mhele   COGTA  

 

Ex Officio A Botha   Standard Setter 

J Poggiolini   Technical Director 

T Tshoke   Standard Setter 

E van der Westhuizen Standard Setter 

http://www.asb.co.za/


2 
 

 

1. WELCOME AND APOLOGIES 

1.1 Project group members were WELCOMED to the meeting.  

1.2 Apologies were NOTED from E Breedt, I Engelmohr, K Mokgokong, and B 

van der Merwe.    

2. REVIEW OF AMENDMENTS TO GRAP 16 AND 17 

2.1 The Secretariat TABLED the following at the meeting: 

 A memorandum from the Secretariat. 

 Summary of written comment received on the questionnaire. 

 Summary of verbal comment received. 

2.2 The project group members NOTED the background and approach to the 

project. 

2.3 The Secretariat PROVIDED details about how the desktop review was 

undertaken and the extent of direct consultations with stakeholders.  

2.4 It was NOTED that a questionnaire was also distributed to supplement the 

desktop review and the feedback received from the direct consultations. 

2.5 The preliminary findings of the desktop review were NOTED.  

2.6 The Secretariat SHARED the feedback from stakeholders which included 

written responses to the questionnaire as well as the verbal comments from 

the direct consultations. 

2.7 It was NOTED that, generally, there was broad support for the amendments 

which is an indication that the amendments have addressed the issues 

identified in the post-implementation review in 2015.  

Distinction between investment property and property, plant and equipment 

2.8 It was NOTED that the majority of participants in the roundtable discussions 

as well as the respondents to the questionnaire (hereafter referred to as 

“participants”) applied the amendments, and confirmed that the amendments 

have enhanced their understanding of the principles in GRAP 16. 

2.9 It was NOTED that the practical challenges shared by participants about the 

time and effort required to review the classification of assets is not something 

that can be resolved by the Standards. 

2.10 It was NOTED that while the examples used in GRAP 16 were helpful, a 

need for more guidance on the classification of certain assets was expressed 

by some participants. 

2.11 The project group AGREED with the Secretariat’s proposals that: 

  Guidance should be provided in the existing FAQs on heritage assets to 

assist with the distinction between PP&E and heritage assets.  

  The guidance in GRAP 16 on the distinction between PP&E and 

investment properties is sufficient to assist entities with the classification 

of airports and stadiums. It was noted that this guidance, together with 
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the asset decision tree, can be helpful in such cases. Similarly, the 

existing guidance in GRAP 12 and GRAP 16 as well as the decision tree 

can be used to distinguish between inventories and investment 

properties.  

Secretariat 

2.12 Some members INDICATED that they found that preparers struggle with 

accounting for transfers to, or from, investment property when there is a 

change in the use of the asset. In particular, it was noted that clarity is sought 

on what triggers a change in use and at what point the transfer should occur.  

2.13 It was NOTED that the IASB has issued Amendments to IAS 40 to clarify that 

a transfer of property to, or from, investment property arises when there is 

evidence of a change in use, and not a change in management’s intention.  

2.14 It was AGREED that the IASB’s amendments may help to resolve the issue. 

The Board will consider these amendments as part of its Improvements 

project that will be undertaken in 2019.  

Secretariat 

2.15 Some members NOTED that the confusion about the classification of 

stadiums and airports may have been caused by the fact that mSCOA 

classifies airports and stadiums as community assets, and previously some 

municipalities had classified these as infrastructure assets.  

Assessing useful lives and residual values 

2.16 It was NOTED that most participants supported the use of the indicator 

based approach as it has alleviated the burden to undertake annual reviews.  

2.17 It was NOTED that from the feedback received, it became clear that there is 

still uncertainty about the treatment of fully depreciated assets. Some 

participants were of the view that since it is common for assets to be used 

beyond their economic functionality, that they should be allowed to carry 

these assets at R1. For other participants, the issue of extending useful lives 

and adjusting the financial statements did not make sense. 

2.18 Some members EXPLAINED that fully depreciated assets occur because, in 

practice, the exercise of reviewing the useful lives of assets is only done a 

year before the end of the expected useful life or even later in some cases. 

By then it is too late to make the necessary changes as they also have to 

deal with internal processes of extending useful lives which take time.  

2.19 It was AGREED that the indicator about an “asset is approaching the end of 

its previously expected useful life” may need to be reconsidered, as this may 

have contributed to preparers waiting until the last year to assess and revise 

useful lives of assets. 

Secretariat 

2.20 It was NOTED that in most cases fully depreciated assets are as a result of 

budgetary constraints as entities are now required to keep assets as long as 

possible and “sweat them” before they can be replaced. As a result, some 

entities have adopted the practice of extending the useful lives of these 

assets by one year, each year until they are eventually replaced.  
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2.21 Some members EXPLAINED that another challenge experienced is that once 

assets are fully depreciated, the systems are not designed to allow 

extensions of useful lives, and any calculations and accounting adjustments 

are done manually.  

2.22 Some members QUESTIONED whether extending useful lives of fully 

depreciated assets would be considered a change in accounting policy. 

2.23 It was EXPLAINED that useful lives and deprecation rates are estimates that 

are based on an entity’s facts and circumstances (i.e. financial, technical and 

other factors) and any changes thereto are changes in accounting estimates 

rather than accounting policies.  

2.24 The Secretariat EXPLAINED that the engineers make a distinction between 

an asset’s useful life and “design life” (i.e. how long an asset will function 

for), and that engineers will not agree to extending the design life of an asset. 

It is useful to consider this difference when dealing with fully depreciated 

assets and/or reassessing the useful lives of assets.  

2.25 It was AGREED that the indicators need to be reconsidered to assist with 

addressing some of the difficulties discussed. 

Secretariat 

2.26 The project group SUPPORTED the Secretariat’s recommendation to raise 

awareness about the FAQ 2.2 on fully depreciated assets as a means to 

address the uncertainties about the accounting.  

Secretariat 

2.27 Some members QUESTIONED whether residual values should be estimated 

if public sector assets are being used until they are no longer functional.  

2.28 It was NOTED that in such cases, it is likely that the residual value is 

insignificant because the assets are no longer useable and can only be sold 

as scrap parts.  

Use of external valuers 

2.29 It was NOTED that participants generally supported the use of internal 

experts however none of them had used an internal expert.  

2.30 It was NOTED that a concern was raised that, if valuations are undertaken by 

internal experts, the auditors may not want to place any reliance on those 

valuations.  

2.31 The project group NOTED that when the amendments and the related FAQ 

2.7 were developed, the Secretariat consulted the auditors and no specific 

issues were raised by the auditors. 

2.32 The project group AGREED with the Secretariat’s recommendation that the 

issue should be brought to the attention of the auditors to assess what action 

can be taken (if any). 

2.33 The project group AGREED that the Standards cannot provide guidance 

about assessing the competence of an expert, and that the issue should be 

discussed with the National Treasury to assess what action can be taken (if 

any). 
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Secretariat 

Encouraged disclosures 

2.34 It was NOTED that participants indicated that they no longer disclose the 

encouraged disclosures. 

2.35 It was NOTED that there were a number of entities in the desktop review that 

continued to provide information on fully depreciated assets. A respondent to 

the questionnaire explained that they provide this information as they are still 

in the process of finalising the review of useful lives.  

2.36 The project group members AGREED with the Secretariat’s recommendation 

that the continued disclosure of fully depreciated assets by some entities 

reinforces the need to raise awareness about the FAQ on fully depreciated 

assets which will resolve the uncertainties raised by participants.  

Secretariat 

Disclosure of capital work in progress (WIP) 

2.37 It was NOTED that participants supported the additional disclosures, but 

raised concerns on the FAQ. In particular, it was noted that the FAQ is too 

generic and that the % model used to explain what “significantly longer” 

means gives the impression that this is the only way to determine 

“significantly longer”.   

2.38 It was AGREED that the FAQ should be amended to indicate that the % 

model used in the example is not the only way to assess what “significantly 

longer” means.  

Secretariat 

2.39 The project group NOTED the support by participants that the disclosures 

should be standardised to achieve consistency. 

2.40 The project group AGREED that it would be difficult to standardise the 

disclosures as entities vary, and that entities with operations that are capital 

intensive, may find the disclosures onerous if it is standardised at a project 

level.  

2.41 It was AGREED that, as the amendments have only been applied for one 

year, the disclosure requirements should be left unchanged and the Board 

can monitor and assess in later years if there is merit for standardisation.  

Secretariat 

2.42 Some members SHARED difficulties experienced in collating information for 

projects that have been halted or where there are significant delays. In 

particular, it was noted that departments within an entity are reluctant to 

share this information as this may result in some project expenditure being 

impaired or written off and result in fruitless and wasteful expenditure for 

those projects. 

Disclosure of repairs and maintenance 

2.43 It was NOTED that two practical challenges were noted from the 

consultations. 



6 
 

  Some preparers noted that it is difficult to disaggregate the information on 

repairs and maintenance to the different asset types as maintenance is 

not usually performed on an asset by asset basis. 

  Some preparers in the local government indicated that mSCOA 

disaggregates information between contracted services, materials and 

employee costs. They indicated that it is difficult to allocate internal costs 

(i.e. materials and employee costs) to the specific assets and in some 

cases to the asset types. In the light of these challenges they indicated 

that they use estimates to allocate the internal costs, and these may not 

be accurate or reliable. 

2.44 The project group NOTED the challenges with some members confirming 

that the allocation of repairs and maintenance to asset types is generally 

difficult. 

2.45 Other members applying mSCOA EXPLAINED that the issue is system-

driven and can easily be resolved if the system is designed to do the 

allocations to different asset types. They noted that they have been able to 

produce the required information because the system is designed to produce 

that information. However, it was noted that the data integrity of some of the 

information may be questionable as they have found that the departments 

within an entity would use incorrect codes when processing the transactions.  

2.46 In other cases, it was NOTED that some entities have resorted to allocating 

all repairs and maintenance to PP&E, when it is difficult to allocate to the 

costs e.g. investment property or heritage assets.  

2.47 The project group members NOTED the Secretariat’s recommendation that 

the requirements in the Standards may have been misunderstood. Entities 

have interpreted the requirement about disclosing the basis used to measure 

repairs and maintenance to mean that specific costs are required to be 

included in repairs and maintenance disclosed.  

2.48 It was AGREED that clarity on the requirements should be provided in an 

FAQ. 

Secretariat 

Summary of written and verbal comment received 

2.49 The project group NOTED the summary of comment received and the 

Secretariat’s proposed responses. 

2.50 It was AGREED that the Secretariat should ensure that the responses reflect 

the project group’s discussion and recommendations.  

Next steps for the project 

2.51 The project group AGREED that the Secretariat should share the findings 

with the auditors to ensure that they have the same understanding of the 

requirements in the Standards. Furthermore, discussions will also be held 

with the National Treasury to share the results of the review. 

2.52 The project group AGREED that a research paper should be developed and 

published as a means to communicate the findings of the review with 

stakeholders.  
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2.53 The project group RECOMMENDED the memorandum, along with the 

summaries of comment received, to the Technical Committee for its 

consideration. 

Secretariat 

3. WAY FORWARD 

3.1 It was NOTED that the Technical Committee will consider the project 

findings, summaries of comment received and the project group’s 

recommendations at its meeting scheduled in November 2018.  

3.2 The Board will consider the Technical Committee’s recommendations and 

decide on the way forward for the project at its meeting scheduled on 29 

November 2018.      

4. GENERAL 

Members were THANKED for their participation in the project group discussion.  

Prepared by:  Tsholo Tshoke 

Reviewed by:  Jeanine Poggiolini 

Date:   29 October 2018 


