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FILE REF: Attachment 6(a) 

BACKGROUND  

1. As an outcome of the post-implementation review, the Board made amendments to 

certain aspects of the Standards of GRAP on Investment Property (GRAP 16) and 

Property, Plant and Equipment (GRAP 17). These amendments along with the 

consequential amendments to other Standards of GRAP were approved in 2015, and 

became effective for entities in the 2016/17 reporting period.  

2. Following their implementation, the Board agreed to add a project to its work 

programme to review the effectiveness of the amendments. The objective of the 

project was to determine whether the amendments have been applied, and evaluate 

the effectiveness of the amendments in addressing the key issues identified during the 

post-implementation review.  

3. In this memorandum, the Secretariat provides feedback on the key findings of the 

review, and the Technical Committee recommendations as to whether any further work 

should be undertaken based on those findings.  

4. The Technical Committee’s recommendations considered the proposals by the project 

group members. 

 
CONSULTATIONS UNDERTAKEN IN THE REVIEW 

5. The approved project brief (see attachment 6(b)) sets out how the review should be 

undertaken. In particular, the Board agreed that the project should include a desktop 

review of entities’ financial statements and consultation with stakeholders. A 

representative sample of entities was selected for the desktop review (see Annexure 

A).  
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6. The desktop review and feedback from consultations was supplemented by a 

questionnaire to stakeholders. A total of 21 responses were received from preparers 

(see Annexure D).  

7. Stakeholder participation included both preparers and users of the financial 

statements, as well as auditors and consultants (see Annexure C).  

8. The Technical Committee considered the groups of stakeholders and total number of 

organisations that participated in the project. Based on that analysis, the Technical 

Committee agreed that sufficient consultation was undertaken to enable the Board to 

make decisions about the project. 

ACTIONS REQUESTED #1 

The Board is requested to NOTE the consultations undertaken, and to CONFIRM the 

view that sufficient consultation was undertaken.  

 

FEEDBACK FROM STAKEHOLDERS  

9. Generally the results were encouraging and indicated that majority of entities that 

participated in the project have applied the amendments, and confirmed that the 

amendments had enhanced their understanding of the requirements in the Standards.   

10. This support is also evidenced in the responses to the questionnaire where the 

majority of respondents agreed with the key aspects of the amendments. The 

Technical Committee considered the results of the desktop review (see Annexure B), 

detailed verbal responses from the face-to-face consultations and the written 

responses on the questionnaire.  

11. The table below summarises the key findings of the review, along with the Technical 

Committee’s proposed actions. 

 

 



 

 

Table 1 – Summary of key findings of the review, along with the proposed actions 

 

 Findings Proposed action 

Amendment #1 – Clarifying the distinction between investment property and PP&E 

General 

Feedback 

The amendments enhanced preparers’ understanding of the principles in 

GRAP 16.  

No further action required.  

Specific 

issues 

Request for additional guidance to assist with: 

(a) Classification of cemeteries as either heritage assets or PP&E. 

(a) Provide guidance in existing FAQs dealing with 

heritage assets. 

(b) Distinction between inventory and investment property. 

 

(b) Sufficient guidance in GRAP 12/16 and asset 

decision tree provides further guidance. 

(c) Classification of stadiums and airports. 

 

(c) Sufficient guidance in GRAP 16/17 and asset 

decision tree provides further guidance. 

(d) Treatment of transfers to/from investment property as it is unclear 

what triggers the change in use. 

(d) Consider the IASB’s Amendments to IAS 40 to 

better explain when assets are transferred in 

the improvements project 2019.  

Amendment #2 – Introducing an indicator-based approach for reviewing useful lives and residual values 

General 

Feedback 

The amendments were useful and have alleviated the burden of 

undertaking detailed annual reviews.  

Issues identified point to a lack of understanding of 

how to account for fully depreciated assets and are 

not issues about the requirements themselves.  

Review existing FAQs to see how these can 

amended to address the issues identified in the 

project. 

Use other platforms to communicate the accounting 

treatment, for example articles and newsletters. 

Specific 

issues 

There is uncertainty about when and how to treat fully depreciated assets. 

The reasons for the increased occurrence of fully depreciated assets 

include: 

-  Assets are not regularly replaced due to budget constraints. 

- Reviews are delayed until the last moment making it difficult to 
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adjust/extend useful lives automatically.  

- Changes to useful lives are seen as changes in accounting policies. 

Amendment #3 – Clarifying the use of external valuers 

General 

Feedback 

Useful that the Standards allow the use of internal experts. None of the 

entities involved in the project had used an internal expert.  

The amendments have addressed the issues 

identified by the Board in the post-implementation 

review. Practice still needs to develop regarding the 

use of internal experts. No further action required. 

Specific 

issues 

Concern raised that auditors may not place any reliance on valuations 

undertaken by an internal expert.  

When developing amendments and the related 

FAQ, no issues were identified by the auditors 

regarding the use of internal experts. However, the 

Secretariat should raise the matter with the AGSA 

and the section 4(3) auditors to understand the audit 

implications, if any, and whether any action is 

required.  

Request for guidance to assess whether the internal expert has the 

requisite competence to undertake valuations in accordance with the 

Standards.  

Guidance cannot be included in the Standards. The 

National Treasury is developing a framework for 

reporting on infrastructure assets – consider if such 

guidance is appropriate for that framework.  

Amendment #4 – Deleting encouraged disclosures 

General 

Feedback 

Generally, encouraged disclosures are not provided. However, from the 

entities that continued to provide these disclosures – they disclosed 

information on fully depreciated assets and assets retired from use.  

The continued disclosure of fully depreciated assets 

emanates from the uncertainties about when and 

how to make the required adjustments. Processes 

around adjusting useful lives are also not automated 

thus requiring time and effort to complete.  

Specific 

issues 

Suggestion made for the Board to consider reinstating the disclosure of 

information on fully depreciated assets so that entities are required to 

provide that information to enhance accountability over fully depreciated 

Fully depreciated assets are an accounting 

anomaly. Adding a requirement for the disclosure of 

fully depreciated assets would contradict the 
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assets.  requirements in the Standards to reassess the 

useful lives of assets on an ongoing basis. No 

further action required. 

Amendment #5 – Introducing additional capital WIP disclosures 

General 

Feedback 

Disclosing capital WIP information is beneficial in enhancing accountability 

for funds provided to entities and for decision making purposes.  

 

The amendments have addressed the issues 

identified by the Board in the post-implementation 

review. Standardising the requirements would be 

too prescriptive and onerous for those entities with 

operations that are not capital intensive. Therefore, 

allow practice to develop as entities have only 

applied the amendments for one reporting period. 

The Board can monitor and reassess in later years if 

standardised disclosures are more appropriate.  

The Board should consider standardising the disclosures for consistency 

and comparability purposes.  

Specific 

issues 

FAQs developed are useful however consider making it clearer that the % 

model used in the example is not the only way to determine what 

‘significantly longer’ means.  

Amend the existing FAQ to clarify the use of the % 

model in the example.  

Amendment #6 – Introducing additional repairs and maintenance disclosures 

General 

Feedback 

Mixed views expressed – the additional disclosures did not receive as 

much support as the other amendments. Those respondents that were not 

in favour of the amendments indicated practical challenges of allocating 

expenditure incurred to different asset types while others had difficulties 

allocation specific costs on an asset by asset basis.  Clarify in the existing FAQ that paragraph .89 of 

GRAP 17 does not prescribe how repairs and 

maintenance should be calculated. 

 

Specific 

issues 

Based on the general feedback, it became clear that the difficulties around 

allocating specific costs to different assets arose because the 

requirements in the Standards were misunderstood. Some entities 

interpreted the requirement to disclose the bases for determining repairs 

and maintenance to mean that specific costs (i.e. materials and employee 

costs) should be included in the amount of repairs and maintenance.  



 

 

ACTIONS REQUESTED #2 

The Board is requested to NOTE the key findings of the review and to INDICATE 

whether it agrees with the proposed actions. 

WAY FORWARD 

12. Based on the findings of the review, the Technical Committee was of the view that 

none of the issues related to the requirements in the Standards themselves, therefore 

no proposals were made to amend the initial amendments made by the Board in 2015.  

13. The Technical Committee observed that the issues raised by participants mostly 

related to behavioural issues. The Technical Committee agreed that a Research Paper 

should be developed to communicate the findings of the review. The Technical 

Committee indicated that the findings should be shared with relevant stakeholders to 

change practitioners’ behaviour around specific issues, such as fully depreciated 

assets, and to also proactively manage future audit outcomes. The Secretariat was 

directed to identify key stakeholders that should be consulted when the Research 

Paper has been finalised.  

14. The Technical Committee agreed that the Secretariat should consider other platforms 

(i.e. articles and newsletter) to raise awareness about some of the issues identified in 

the review.  
 

ACTIONS REQUESTED #3 

The Board is requested to INDICATE whether it agrees that: 

(a) a Research Paper on the review of amendments should be developed; and 

(b) a stakeholder consultation plan should be developed identifying key stakeholders 

to be consulted when the Research Paper has been finalised. 
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Annexure A – Desktop review sample 
 
Table 1: Number of entities’ financial statements reviewed 
 

Type of entity Total number of entities listed Number of entities reviewed (see Note 1) 

Constitutional institutions 9 1 

National public entities (3A) 153 15 

Provincial public entities (3C) 56 12 

Municipalities 257 17 

Parliament and legislatures 10 1 

TVET colleges 50 5 

Total  51 

 
Note 1 - Basis for the sample size 
 
The sample size is 10% of the total number of entities in each category, with the exception of the municipalities and provincial public entities. 
For municipalities, the sample size is less than 10% as the review comprised of the non-delegated municipalities which are 17 in total, while for 
the provincial entities the sample size is more than 10% as few provincial entities were expected to be part of the face-to-face consultations for 
logistical reasons.  
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Annexure B – Desktop review results 
  
 
Table 2(a): Review of useful lives and residual values 
 

Type of entity Number of entities 
reviewed 

Amendments were 
applied properly 

Amendments were not 
applied 

Amendments were not 
applicable 

Constitutional institutions  1 1 0  

National public entities  15 12 3  

Provincial public entities  12 5 7  

Municipalities 17 11 6  

Parliament and legislatures 1 1 0  

TVET colleges 5 4 1  

Total 51 34 17 0 

 
 
 
Table 2(b): Use of external experts 
 

Type of entity Number of entities 
reviewed 

Amendments were 
applied properly 

Amendments were not 
applied 

Amendments were not 
applicable 

Constitutional institutions  1  1  

National public entities  15  15  

Provincial public entities 12  12  

Municipalities 17  17  

Parliament and legislatures 1  1  

TVET colleges 5  5  

Total 51 0 51 0 
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Table 2(c): Encouraged disclosures 
 

Type of entity Number of entities 
reviewed 

Amendments were 
applied properly 

Amendments were not 
applied 

Amendments were not 
applicable 

Constitutional institutions  1 1 0  

National public entities  15 10 5  

Provincial public entities 12 11 1  

Municipalities 17 13 4  

Parliament and legislatures 1 1 0  

TVET colleges 5 2 3  

Total 51 38 13 0 

 
 
Table 2(d): Capital WIP disclosures 
 

Type of entity Number of entities 
reviewed 

Amendments were 
applied properly 

Amendments were 
applied – but not 

properly 

Amendments were 
not applied 

Amendments were 
not applicable 

Constitutional 
institutions  

1 0 0 0 1 

National public 
entities  

15 5 6 0 4 

Provincial public 
entities 

12 2 3 2 5 

Municipalities 17 9 5 1 2 

Parliament and 
legislatures 

1  0 0 1 

TVET colleges 5  4  1 

Total 51 16 18 3 14 
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Table 2(e): Repairs and maintenance disclosures 
 

Type of entity Number of entities 
reviewed 

Amendments were 
applied properly 

Amendments were 
applied – but not 

properly 

Amendments were 
not applied 

Amendments were 
not applicable 

Constitutional 
institutions 

1 1 0 0 0 

National public 
entities  

15 9 3 1 2 

Provincial public 
entities 

12 2 7 2 1 

Municipalities 17 8 2 4 3 

Parliament and 
legislatures 

1 1 0 0 0 

TVET colleges 5 5    

Total 51 26 12 7 6 
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Annexure C – Number of organisations that participated in the face-to-face consultations 
 
 

Type of entity 

Number of organisations represented 

Preparers - 
municipality 

Preparers - 
entity 

Users Consultants Auditors Other 
interested 

parties 

Total # of 
organisations 
represented 

SALGA and 
CIGFARO 
regional 
roundtable 
sessions 

       

- Gauteng 9  1   2 12 

- KZN 7     1 8 

- Eastern 
Cape 

13   1  2 16 

- Limpopo 12 2 1   1 16 

Roundtable with 
municipalities 

4      4 

Roundtable with 
public entities  

 21     21 

Roundtable with 
users, auditors, 
consultants and 
other technical 
advisors 

   3 2 4 9 

Office of the 
Accountant-
General 

  1    1 

Total 45 23 3 4 2 10 87 
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Annexure D – Number of respondents that responded to the questionnaire 
 
 

Name of Individual/Entity 
Type of individual/entity  

Preparers - municipality Preparers - entity Departments (apply MCS) 

Kuselo Nteleko   

Midvaal Municipality   

Khayalihle Makhubu   

uMhlathuze Municipality   

City of Cape Town   

King Cetshwayo District Municipality   

KwaDukuza Local Municipality   

Technology Innovation Agency   

SARS   

NRCS   

SASSA   

Eastern Cape Rural Development 
Agency 

  

DPW- Property Management 
Trading Entity 

   

Department of Premier    

DESTEA    

Department of Provincial Treasury    

Department of Education    

Department of Social Development    

Department of COGTA    

Department of Public Works and 
Infrastructure 

   

Department of Sports, Arts, Culture 
and Recreation 

   

Total 7 6 8 
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