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TO:  MEMBERS OF THE TECHNICAL COMMITTEE 

FROM: JEANINE POGGIOLINI 

SUBJECT: APPLICATION OF DIRECTIVE 11 AND THE EXEMPTION FROM 

APPLYING GRAP 103 

DATE: 23 MAY 2018 

FILE REF: Attachment 6(b) 

BACKGROUND 

GRAP 103 Heritage Assets was effective from 1 April 2012. The transitional provisions 

allowed entities three years within which to recognise heritage assets. As a result, 

entities were required to comply in full with GRAP 103 by 31 March 2015 (or 30 June 

2015 for municipalities and their entities).  

The Minister of Finance exempted the entities reporting to the Department of Arts and 

Culture from the measurement requirements of GRAP 103 for the 2015/16 and 

2016/17 reporting periods. There was however no specific exemption provided for the 

2014/2015 reporting period. In this year, if entities did not comply with GRAP 103, they 

were qualified.  

The effect of the exemption for the 2015/16 and 2016/17 reporting periods is that 

specific museums and similar organisations (both nationally and provincially) are only 

required to comply in full with GRAP 103 for the 31 March 2018 reporting period.  

The Secretariat has had a number of engagements with the national Department and 

the entities that report to it about the application of GRAP 103. At one of the 

engagements, entities raised concerns about applying fair value on an ongoing basis. 

It seems as if some entities may have incorrectly adopted the revaluation model in 

GRAP 103.  
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With the initial measurement of heritage assets often requiring fair value, entities may 

have misunderstood that they can still choose between the cost or revaluation model 

for subsequent measurement. When entities initially adopted other asset-related 

Standards, a similar practice was observed.  

As a result of the practices applied by entities in adopting the other asset-related 

Standards, the Board issued Directive 11. The Directive permits entities to revert from 

the revaluation (or fair value model) to the cost model for specified Standards 

(including GRAP 103). The Board agreed that the period of time in which an entity can 

change its accounting policy should be limited to three years. Paragraph 9 of Directive 

11 indicates the following:  

An entity can only take advantage of the provisions in this Directive within a 

period of three years following the expiry of the transitional provisions 

applied on the initial adoption of the Standards of GRAP, or the effective 

date of this Directive, whichever is later. 

Directive 11 was effective from 1 April 2015.  

ISSUE TO BE CONSIDERED  

In considering whether the entities that applied the exemption granted by the Minister 

of Finance can apply Directive 11, it is important to consider whether they would qualify 

in terms of the maximum period allowed in the Directive. 

Directive 11 allows entities a maximum period of three years from the expiry of the 

transitional provisions or the effective date of the Standard, whichever is applicable. 

The transitional provisions expired on 31 March 2015. This means entities would have 

until 31 March 2018 to apply the Directive. This date coincides with the provision that 

indicates that entities have three years from the effective date of the Directive. As 

entities that applied the exemption will only comply with GRAP 103 for the first time this 

year, the Secretariat believes that the impact of the exemption granted by the Minister 

of Finance should be considered.  

The wording of the exemption indicates that the entities were given exemption from the 

measurement requirements of the Standard rather than extending the transitional 

provisions. While this may be of importance in form, the substance of the exemption is 

that entities were granted additional time to fully comply with the Standard. Given that 

these entities have already expressed concerns about the adoption of GRAP 103, the 

Secretariat believes that, based on substance over form, the requirements of Directive 

11 should be read with the exemption granted by the Minister. The effect is that entities 

should be allowed three years from 31 March 2018 to change from the revaluation to 

the cost model in GRAP 103.  

ACTION REQUESTED 

Members are requested to INDICATE with the Secretariat’s view or PROVIDE further 

direction.  

 

 


