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Commenting on this Exposure Draft 

The Accounting Standards Board (the Board) seeks comment on the Exposure Draft of the 

proposed Interpretation of the Standards of GRAP (IGRAP) on Recognition and 

Derecognition of Land (ED 151).  

Various legislative requirements in the South African public sector govern the ownership, 

custodianship and/or the use of land. Questions arise as to how these legislative 

requirements impact the recognition and/or derecognition of land when the accounting 

principles in the Standards of GRAP are applied. The objective of the proposed IGRAP is 

to provide guidance on when an entity should recognise and derecognise land as an asset 

in its financial statements.  

This Exposure Draft outlines amendments made by the Board to the proposed 

Interpretation of the Standards of GRAP on Recognition and Derecognition of Land (ED 

139) as a result of comments received during the public consultation process. This 

Exposure Draft is therefore a re-exposure of ED 139 along with the proposed amendments 

thereto. The key differences between ED 151 and ED 139 are highlighted in the 

“Background” section of this Invitation to Comment. 

The proposals in this Exposure Draft may be modified in the final document in the light of 

comment received. Comment should be submitted in writing so as to be received by 15 

December 2016. Email responses are preferred. Unless respondents to this Exposure 

Draft specifically request confidentiality, their comment is a matter of public record once the 

Guideline has been issued. Comment should be addressed to: 

The Chief Executive Officer 

Accounting Standards Board 

P O Box 74219 

Lynnwood Ridge 

0040 

Fax: +2711 697 0666 

E-mail Address: info@asb.co.za 
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INTRODUCTION  

Standards of Generally Recognised Accounting Practice 

The Accounting Standards Board (the Board) is required in terms of the Public Finance 

Management Act, Act No. 1 of 1999, as amended (PFMA), to determine generally 

recognised accounting practice referred to as Standards of Generally Recognised 

Accounting Practice (GRAP). 

The Board must determine GRAP for: 

(a) departments (including national, provincial and government components); 

(b) public entities; 

(c) trading entities (as defined in the PFMA); 

(d) constitutional institutions; 

(e) municipalities and boards, commissions, companies, corporations, funds or other 

entities under the ownership control of a municipality; and 

(f) Parliament and the provincial legislatures.  

The above are collectively referred to as “entities”.  

The Board has approved the application of International Financial Reporting Standards 

(IFRSs) issued by the International Accounting Standards Board for:  

(a) public entities that meet the criteria outlined in Directive 12 on The Selection of an 

Appropriate Reporting Framework by Public Entities; and 

(b) entities under the ownership control of any of these entities. 

Financial statements should be described as complying with Standards of GRAP only if 

they comply with all the requirements of each applicable Standard of GRAP and any 

related Interpretations of the Standards of GRAP.   

Any limitation of the applicability of specific Standards or Interpretations of the Standards 

of GRAP is made clear in those Standards or Interpretations of the Standards of GRAP. 

All paragraphs in the Interpretations of the Standards of GRAP have equal authority. The 

status and authority of appendices are dealt with in the preamble to each appendix. This 

Interpretation of the Standards of GRAP should be read in the context of its objective, its 

basis for conclusions if applicable, the Preface to Standards of GRAP, the Preface to the 

Interpretations of the Standards of GRAP and the Framework for the Preparation and 

Presentation of Financial Statements.  

Standards of GRAP and Interpretations of Standards of GRAP should also be read in 

conjunction with any directives issued by the Board prescribing transitional provisions, as 
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well as any regulations issued by the Minister of Finance regarding the effective dates of 

the Standards of GRAP, published in the Government Gazette. 

Reference may be made to a Standard of GRAP that has not been issued at the time of 

issue of this Interpretation of the Standards of GRAP. This is done to avoid having to 

change the Standards already issued when a later Standard is subsequently issued. 

Paragraph .11 of the Standard of GRAP on Accounting Policies, Changes in Accounting 

Estimates and Errors provides a basis for selecting and applying accounting policies in the 

absence of explicit guidance. 

 

 

 
 
 
  
 



 
  ED 151 

 

 
Issued October 2016 6      Interpretation of the Standard of GRAP on  

Recognition and Derecognition of Land 
 

 

Background to the development of this Exposure Draft 

During the Post-implementation Review of the Standards of GRAP on Investment Property 

(GRAP 16) and Property, Plant and Equipment (GRAP 17), respondents highlighted issues 

on the recognition and derecognition of land. It was specifically questioned whether land 

should be recognised and derecognised by an entity based on legal title or control, and it 

was further questioned at which point land should be derecognised from an entity’s financial 

statements. 

In response, the Board issued the proposed Interpretation of the Standards of GRAP on 

Recognition and Derecognition of Land (ED 139) during December 2015 with comment due 

on 15 June 2016.  

Amendments made to ED 139 following comment received during the due process 

Following the comment received during the public consultation process on ED 139, the 

Board agreed to make a number of amendments to the proposed IGRAP. The Board 

believes that these proposed amendments are necessary to respond to concerns raised by 

stakeholders, and to make the principles in the proposed IGRAP more precise and easier to 

apply. As these amendments are substantive, further feedback is needed from stakeholders.  

The key differences between ED 139 and ED 151 are outlined in the paragraphs below. 

A comprehensive analysis of the written and verbal comments received to ED 139, and the 

Board’s responses thereto, have been published in the ASB’s website. 

Indicators of control  

In developing the principles in ED 139, the Board noted that control may be evidenced by 

the following indicators: 

 legal ownership; or 

 the right to access the land, and to restrict or deny the access of others to the land; 

and/or 

 the existence of an enforceable right to service potential or the ability to generate future 

economic benefits arising from the land.  

These indicators of control were based on the principles in the Framework, and the 

IPSASB’s Conceptual Framework for General Purpose Financial Reporting by Public Sector 

Entities. 

In developing ED 139, the Board drew from the principles in the Standard of GRAP in 

Leases (GRAP 13) in assessing whether control exists. The Board concluded that an entity 
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recognises that land as an asset in its financial statements if it is able to demonstrate that it 

uses land, and has an enforceable right to generate future economic benefits or service 

potential arising from the land for a significant period of time, irrespective of whether the 

legal ownership is transferred to the entity. 

Respondents to ED 139 expressed concerns with the requirement that the use of the land 

needs to reflect a significant period of time as what is deemed “significant” may result in 

different views and interpretations. Respondents also requested that the difference between 

the indicators relating to an entity’s right to direct access to the land, and to restrict or deny 

the access of others to the land, and the indicator on an enforceable right granted to an 

entity to use the land, should be explained.  

As a result, the Board reconsidered the third indicator of control. The Board agreed that, 

where an entity has the right to use the land for a period of time, this right of use should be 

for an indefinite period. The Board also noted that because it may be difficult to assess 

whether indefinite use has been granted without assessing either parties’ intentions in the 

arrangement, the entity should also be able to demonstrate that it has certain substantive 

rights in order for it to control land. For an entity to demonstrate that it has substantive rights, 

the Board noted that the indicators currently listed in paragraph .27 of the Exposure Draft 

should be considered.  

The Board therefore agreed to combine the second and third indicator of control. 

Paragraphs .24 to .34 have been amended to explain that when an entity has been granted 

a right to use land for a period of time, control of the land will be assessed if the entity has 

substantive rights to the land that enables it to direct access to the land, or to restrict or deny 

the access of others to the land. For the entity to demonstrate control of land when it has 

been granted a right to use land, the right of use needs to be for an indefinite period of time.  

Following the above proposal, the illustrative examples in Appendix A have also been 

amended to reflect the application of the revised indicators of control.  

The Board also clarified control of land where one entity is the custodian of land while 

another entity is the legal owner. The Board further clarified that where an entity is the 

custodian of land in terms of legislation or similar means, the land or its associated rights 

cannot be transferred to another entity unless that entity is also a custodian in terms of 

legislation. Control of the land therefore remains with legislative custodian.   

Effective date of the proposed Interpretation of the Standards of GRAP 

The Board proposed the prospective application of ED 139 to binding arrangements that 

exist on the date of adoption, as it was of the view that retrospective application will result in 

the application of hindsight.  
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Respondents to ED 139 supported this proposal, but a number of respondents made the 

observation that the Board should consider the effective date of the IGRAP in relation to 

financial management reforms that are currently being undertaken in the public sector. In 

addition, observations were also made that additional time may be required to implement the 

principles in the IGRAP. 

To accommodate these financial management reforms, such as projects undertaken by the 

national and provincial Departments of Public Works to update their asset registers and the 

implementation of mSCOA, the Board proposes an effective date of 1 April 2019 for the 

proposed IGRAP.  

The Board is of the view that by deferring the effective date to 1 April 2019, entities will have 

sufficient time to comply with the requirements of the proposed IGRAP. As a result, no 

additional transitional provisions will be provided for the initial adoption of the proposed 

IGRAP. In considering the need for specific transitional provisions, the Board also noted that 

relief for measuring the land is provided in paragraph .46 by allowing entities to determine 

deemed cost using Directive 7 The Application of Deemed Cost where the acquisition cost of 

land is not available for those binding arrangements that exist on the date of initial adoption 

of the IGRAP.  

Prescribing an effective date of 1 April 2019 allows other stakeholders, such as the National 

Treasury, sufficient time to update existing guidance that is applied by entities in accounting 

for the land, such as the Guidance on Accounting and Reporting for Immovable Assets 

(Property).  

Effective date for improvements made to GRAP 13 Leases in 2009 

During the Board’s 2009 Improvements Project, an amendment was made to the Standard 

of GRAP on Leases (GRAP 13) following an amendment by the International Accounting 

Standards Board. The effective date for this amendment was, however, delayed by the 

Board at that point in time because of the guidance issued by the National Treasury in 

relation to land.  

Paragraph .17 of GRAP 13 requires that when a lease includes both land and building 

elements, an entity needs to assess the classification of each element separately in 

accordance with paragraphs .10 to .16 of that Standard. Paragraph .17 also determines that 

an important consideration as to whether the land element of the lease arrangement is an 

operating or a finance lease, is that land normally has an indefinite economic life. 

Based on the proposals in this Exposure Draft the Board proposes that the improvement to 

GRAP 13 should be made effective. It is proposed that the effective date for the GRAP 13 

improvement should be aligned with the effective date of the proposed IGRAP.  
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A consequential amendment to other Standards of GRAP has been included in Annexure B 

of the revised IGRAP to give effect to this proposal.  

Other amendments 

Scope clarification 

A number of respondents made observations relating to the determination of a value for land 

once control has been assessed. Even though the scope of the proposed IGRAP specifically 

excludes the measurement, presentation and disclosure requirements in accounting for land, 

the scope of the proposed IGRAP was clarified to require that once an entity has assessed 

control of the land, it should refer to the applicable Standard of GRAP to classify, recognise, 

measure, present and disclose the asset in its financial statements.  

As respondents further indicated that they were unsure why the proposed IGRAP excluded 

the recognition and derecognition of structures on land, wording was added to explain why 

land and any structures on the land are accounted for separately.  

Disclosure requirements 

Some respondents noted that the disclosure requirements proposed in ED 139 were 

onerous to apply to land on an individual basis. As the intention of these disclosure 

requirements are not to provide information on an asset-by-asset basis, paragraph .43 and 

the Basis of Conclusions have been clarified to require that the disclosures in paragraphs 

.41 and .42 can be made in total, individually, or for groups of land, to provide relevant 

information to the users of the financial statements for accountability and decision-making 

purposes.  

Due process and timetable 

The Board invites comment on the proposals set out in this Exposure Draft from preparers, 

users, auditors, standard-setters and other parties with an interest in public sector financial 

reporting.  

Upon the closure of the comment period, the Board will consider the comment received on 

the Exposure Draft.  

Request for comment 

Comment on this Exposure Draft is invited by 15 December 2016. The Board requests that 

respondents express an overall opinion on whether the Exposure Draft, in general, is 

supported and to supplement this opinion with detailed comment, whether supportive or 

critical. Respondents are also invited to provide detailed comment identifying the specific 

paragraphs to which it relates, explaining the issue and suggesting alternative wording, with 
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supporting reasoning, where appropriate. The basis for accepting or rejecting significant 

comment will be published on the website. 

The Board would particularly appreciate answers from respondents to the questions posed 

below.  

Specific matters for comment 

1. Do you agree with proposal that the indicator of control on the existence of an 

enforceable right should be combined with the indicator of control on the right to direct 

access, and to restrict or deny access of others to the land, along with the additional 

clarification and explanation included in paragraphs .14 to .34? If not, please explain 

your response?  

2. Do you agree with the proposed effective date of 1 April 2019? If not, please explain 

your response. 

General matters for comment  

As with any other Exposure Draft, comment on any other matter contained in this Exposure 

Draft would also be welcomed. Comment is most helpful if reference is made to a specific 

paragraph or group of paragraphs. 


