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RESPONSES TO THE WRITTEN COMMENT RECEIVED ON EXPOSURE DRAFT 110 ON 

POST-IMPLEMENTATION REVIEW OF SELECTED STANDARDS OF GRAP  

The Accounting Standards Board (Board) approved an Exposure Draft requesting 

participation in the Post-implementation Review of Selected Standards of GRAP in April 2013. 

The Exposure Draft was published on the ASB‟s website and a Notice was also published in 

the Government Gazette on the 3
rd

 of May 2013 (Notice 36418). The comment period closed 

on 18 October 2013, but was further extended by the Board to 15 January 2014 to enable 

consultation with relevant stakeholders.  

The results of the formal comment process are summarised in this document. The comments 

received have been analysed based on the questions outlined in the questionnaires published 

by the Board, along with any general comments noted by respondents. The responses to the 

questions have been separated into two parts:  

 Part I outlines the analysis of the responses received by preparers of the financial 

statements; and  

 Part II outlines the analysis of the responses received by users of the financial 

statements. 

An analysis of the stakeholders that submitted responses is included in the table below. 

In addition to the completed questionnaires received, the Exposure Draft was discussed with 

a number of constituents by way of workshops or meetings.  Comments received during these 

sessions are analysed in a separate document.  
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CLASSIFICATION OF COMMENT RECEIVED ON ED 110 POST-IMPLEMENTATION REVIEW OF 

SELECTED STANDARDS OF GRAP  

No. Name/Organisation Interests represented 

 National public entities  

1 SARS (submitted online) Preparers 

2 Afrikaanse Taalmuseum Preparers 

 Local government  

3 DL O‟Connor (audit committee member of Umgungundlovu 

District Municipality) 

User 

4 City of Cape Town (submitted responses to both user and 

preparer questions) 

User and preparer 

5 Western Cape Provincial Treasury (submitted responses to both 

user and preparer questions) 

User and preparer 

6 Cacadu Municipality Preparer 

7 Nelson Mandela Bay Metropolitan Municipality Preparer 

8 Elundini Municipality (completed by consultant) Preparer 

9 Intergovernmental Relations: Local Government (National 

Treasury) 

Preparer 

10 Free State Provincial Treasury (two separate responses) 

- Treasury 

- Institute of Municipal Engineers of South Africa 

Preparer 

11 Drakenstein Municipality (submitted online) Preparer 

12 Swartland Municipality (submitted online) Preparer 

 National government  

13 Department of Basic Education (submitted online) Preparer 
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PART I – SUMMARY AND ANALYSIS OF COMMENT 

RECEIVED ON THE POST-IMPLEMENTATION REVIEW – 

PREPARER PERSPECTIVE 
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No. Comment  Analysis and response to comment Action 

PART A - GENERAL COMMENTS 

1. Mr O’Connor   

1.1 It may seem strange/unusual and possibly even 

unacceptable that an audit committee member is 

answering your questionnaire (as a preparer of AFS) 

and hence I am not going to answer specific 

questions that but rather make some general 

comments from experience in trying to do the Audit 

committee review prior to submission of AFS to AG 

for audit and hopefully assist you and ourselves. 

Noted. Responses from all stakeholders 

are welcomed as part of the post-

implementation review.  

None.  

1.2 In a small municipal environment at year end the 

involvement of Internal Audit and the Audit committee 

in reviewing AFS is critical. An enthusiastic willing 

and helpful Internal Audit manager has been of great 

assistance this year.  We do however find ourselves 

doing more than just review in many instances to 

assist in meeting the AG deadlines. 

Noted. The observations made will be 

communicated to the National Treasury, 

which develops guidance on governance 

within the public sector.  

Communicate the need for guidance on 

governance to the OAG. 

1.3 Hence my answer to your query an importance of 

skill and competency of accounting staff at a senior 

level on a scale of 1-5 with respect to impact on the 

entity would be 20. 

See response to 1.2 above.   
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1.4 We are too far down the food chain to really assess 

the skills at Treasury level but on limited involvement 

has left an extremely favourable impression on the 

accounting side. I personally would however query 

Treasury‟s capacity on assisting with IT audits 

(promised to us and never fulfilled) and also their 

training/coaching capacity for smaller municipalities 

possibly also their reviews could go beyond just 

looking at AFS. (MPAC) 

Noted.  None.  

1.5 Please Note:  I don‟t for one second suggest that an 

extension of deadlines (for submission of AFS to AG) 

would achieve anything. I believe all deadlines and 

the MFMA have been of great assistance to CFO's 

although they might not admit it at present. 

Noted. None.  

1.6 I believe that both GRAP 16 and 17 have achieved a 

great deal and as staff get more used to them it will 

only get better.  However there is a real risk in 

smaller Municipalities that management will just rely 

on the “rates valuation” (every 3 years) and not apply 

their minds sufficiently to the important issues such 

as impairment, correct depreciation rates, split of 

property between GRAP 16 and 17. This would 

probably be as results of staff skill and relevant 

training. I think relying on the AG to follow up on such 

matters would defeat the object, i.e. having 

management supply accurate up to date financial 

Noted. A number of issues have been 

raised during this review relating to the 

incorrect application of the principles 

GRAP 16 and GRAP 17 in relation to the 

use of the information in the valuation roll. 

The valuation roll and its linkages with the 

principles in the Standards of GRAP will 

need to be clarified. The Secretariat will 

issue a FAQ, as well as communicate this 

issue with the National Treasury for 

possible inclusion in the GRAP Guides. 

 

Communicate the need for guidance to the OAG. 

The ASB Secretariat will develop a FAQ.  
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information to Council on a regular (monthly) basis 

rather than having the AG change matters at year 

end. Internal audit could play a big role here. 

1.7 Possibly the most important assistant to small 

municipalities would be: 

(a) Great emphasis, training on the importance of 

GRAP‟s, following them, understanding them, 

e.g.  GRAP 104 gives tremendous guidance 

on the overall requirements of a set of AFS 

and CFO‟s should be encouraged to compose 

a perfect set of financials with their own 

financials. 

(b) Training, suggestions to CFO‟s and 

accountants on detailed preparations and 

early planning for timing of work to be done at 

year end. Presumably the long term plan 

would be to ensure (with time) that the year 

end is just another month end. 

Noted. As the National Treasury is 

responsible for issuing detailed guidance 

and developing appropriate training 

interventions, these recommendations will 

be communicated with the Office of the 

Accountant-General.  

Communicate to the OAG regarding the need for 

training.  
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PART B - SPECIFIC MATTERS FOR COMMENT 

Question 1 – Types of assets held by government 

(a) Has separating assets on this basis resulted in changes in the way in which assets are managed and controlled at an entity level? Please provide an indication 

of whether these changes are positive or negative or both? 

(b) What practical challenges do you experience in distinguishing assets that meet the definition of property, plant and equipment and those that meet the definition 

of investment property and describe these? Indicate whether these challenges arise from:  

(i) The requirement of the Standard being too onerous. If yes, why?  

(ii) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means?  

1.1 City of Cape Town 

1.1.1 No. Noted. No action required.  None. 

1.1.2 The City of Cape Town has not experienced any 

challenges to distinguishing assets that meet the 

definition of property, plant and equipment and those 

that meet the definition of investment property. 

Noted. No action required.   

1.2 Western Cape Provincial Government 

1.2.1 Accounting standards have not changed how the 

municipalities operate, but rather how the 

municipalities do their reporting. Municipalities use 

their assets basically for service delivery not for 

Noted. Although municipalities (and other 

public sector entities) primarily hold 

assets for service delivery, they do hold 

properties that are rented to others or held 

None.  



 
SUMMARY AND ANALYSIS OF WRITEN COMMENT ON ED 110 

                                 

9 

 

appreciation of asset value. Even the assets that are 

rented, they are not rented out at a profit. 

The change of reporting to GRAP framework is 

costing municipalities large sum of amounts, realising 

the value of the assets is costly.  

for capital appreciation.  

 

Noted. While the Board is aware of the 

costs incurred by entities, these costs 

often do not relate solely to the adoption 

and application of Standards of GRAP. 

The costs often relate to the upgrade of IT 

systems, compiling historical records etc. 

which relate to financial management 

reforms broadly and not just accounting 

and reporting.  

1.2.2 The standard does not give practical examples that 

are relevant to municipalities and consequently the 

standard becomes open to different interpretations. 

For example the accounting treatment of: 

(a) The caravan park: and  

(b) Low cost housing units in other municipalities. 

The interpretation of standards is different from one 

preparer or user to another because of non-existence 

of practical examples that are relevant to 

municipalities (especially when you have different 

interpretation from that of the external auditors). 

Noted. The classification of assets 

between investment property and 

property, plant and equipment is based on 

whether the assets are used in fulfilling an 

entity‟s service delivery objectives. A 

number of issues relating to the 

classification of assets have been raised 

during the review. The Board will review  

GRAP 16 and GRAP 17 to assess what 

changes could be made to the Standard, 

in particular, the examples, to ensure 

more consistent application. The GRAP 

Guides issued by the OAG could also be 

reviewed to clarify the treatment of known 

examples. This will be communicated to 

Review of principles and examples in GRAP 16 and 

GRAP 17 to clarify the classification of investment 

property and property, plant and equipment.  

Communicate the need for more specific guidance 

to the OAG. 
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the OAG.  

1.3 Cacadu Municipality 

1.3.1 At the District Municipality, we do not have 

Infrastructural assets that require separation.  

Therefore, the impact of implementing this was 

minimal. 

Noted. No action required.  None.  

1.3.2 We have not experienced any challenges in 

distinguishing between investment property or 

property, plant and equipment. 

The only issue which raises concerns is the fact that 

property is derecognised upon a Council resolution/ 

decision taken to dispose of the property and not 

when the property is transferred into the name of the 

transferee or new owner. 

Noted. No action required.  

 

 

Noted. A number of issues have been 

raised about the recognition and 

derecognition of properties (particularly 

land). The Board has agreed to develop 

an Interpretation on the recognition and 

derecognition of land. This interpretation 

will be developed in consultation to the 

OAG, which has already developed 

guidance for assets that are subject to the 

Government-wide Immoveable Asset 

Management Act (GIAMA). The GRAP 

Guides issued by the OAG could also be 

updated to provide additional guidance on 

this issue. This will be communicated to 

 Interpretation on the recognition and derecognition 

of property to be developed by the Board. 

Communicate the need for guidance on the 

recognition and derecogntiion of land to the OAG.  
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the OAG.   

1.4 Nelson Mandela Bay Metropolitan Municipality 

1.4.1 No, the engineering and facilities management 

sections always managed the assets in their 

responsibility at a micro level. The implementation of 

GRAP have now also required Budget and Treasury 

to also report at that detailed level because GRAP 

requires that assets are reported at a component 

level not at a global level as it was applied before the 

introduction of GRAP 16 & GRAP 17. 

Noted. No action required.  None. 

1.4.2 Yes, due to the nature of the municipal business it is 

at times difficult to classify between PPE and 

investment property. Assets at local government level 

in the NMBM are created for service delivery and in 

many instances income received from the rental of a 

municipal facility is incidental which becomes a big 

annual debate with the Auditor General as to what 

constitute Investment Property. The requirements of 

the standards were clear but the contention is with 

the interpretation of the Auditor General. 

Noted. See the response to 1.2.2 above.   

1.5 Elundini Municipality 

1.5.1 No significant changes in how assets are managed.  Noted. No action required. None.  
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1.5.2 No significant challenges experienced. Noted. No action required.  None. 

1.6 Intergovernmental Relations: Local Government 

1.6.1 The objective of the separation is understood as 

being to disclose assets that are not utilized for 

service delivery separately. GRAP 16 is the standard 

that must be used to present assets that are held as 

investment or with the aim at generating separate 

income through rental agreements or economic 

trends in generating a good return on investment. 

The fact that investment assets are now shown 

separately as required by GRAP 16 exposes bad 

management practices as far as unproductive assets 

are concerned that are held for investment purposes 

only. It now forces accountants to reflect on the 

reasons for keeping the asset as well as the 

expected return on investment. Performance can be 

measured against the assets and the management 

decision. The changes are positive as far as the 

presentation is concerned. Decisions can be based 

on transparent information in that it is now expected 

to be disclosed separately.   

The changes are positive in both investment assets 

and other property plant and equipment held as 

assets. 

Noted. No action required.  

 

 

 

 

 

The positive impact the Standards have 

had on influencing management practices 

is noted.  

 

 

 

 

 

 

Noted. No action required.  

None.  
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1.6.2 The first practical challenge will be that municipalities 

do not have an identified use of the assets in terms 

of the classification. Property, plant and equipment 

are already disclosed in the statement of financial 

position and are easy to match in terms of the 

definition. The investment requirement will need 

every municipality to scrutinize their asset register 

and attach a reason for keeping the asset to it. This 

will be a good clean up exercise that municipalities 

should be doing on individual assets. The difficulty 

might be where no reason exists why an asset is 

kept and this will open a grey area that might be 

abused. Auditors will have to be very careful in 

evaluating and it might end up with a difference in 

opinion.  

The standard is clear and not too onerous. The 

implementation practice and the problem relating to it 

is the challenge. The cost benefit analysis might give 

a different picture, because if the municipalities are 

going to outsource the work it might cost a lot in 

providing information that might have limited benefit 

from a financial management point of view. The 

benefit should be measured in both financial terms as 

well as accounting benefit only. 

The observation is noted. A clear decision 

of management, e.g. Council decisions, 

minutes of meetings etc., regarding the 

use of an asset is required to support the 

application of the Standards. To ensure 

that practitioners can support decisions 

and alleviate matters of interpretation, it 

may be useful to include suggestions of 

what evidence may be required to support 

classifications of assets in the financial 

statements in existing guidance. This 

issue will be communicated to the OAG.  

 

 

Noted. As the classification requires clear 

management decisions, it would be 

difficult and/or inappropriate to outsource 

such work. A clear message should be 

communicated in this regard.  

Communicate the need for guidance on supporting 

evidence to the OAG.  
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1.7 Free State Provincial Treasury – IMESA 

1.7.1 Positive: For the first time all stakeholders can see 

the value, size and condition of the asset stocks 

(portfolios) they have responsibility for. Asset 

managers, Senior staff, councillors, user‟s 

ratepayers, and the provincial and National 

Governments. It represents a great step forward 

towards the optimal management of our huge public 

asset portfolios. 

The positive impact of the Standards is 

noted.  

None.  

1.7.2 Lack of records and data related to assets: This 

takes time and resources, but must be done if 

Strategic Integrated Assets Management (SIAM) is 

to be achieved. Government assistance with 

undertaking this work would help.  

Standard Asset Registers & Componentization: 

However the production of standard asset registers, 

componentization.  

Standard Cost Unit Values for RSA Regions/ 

Locations: The use of standard asset unit value 

tables approved by NT would significantly reduce the 

cost and improve the quality of what is being 

produced.  

Delphi Group Approaches The use of „delphi 

groups‟ for data collection and condition assessment 

Noted. A number of respondents 

indicated that the standardisation of 

components of assets, values, etc. would 

significantly reduce the costs incurred by 

municipalities to comply with the 

Standards. This recommendation will be 

communicated to the OAG.  

 

 

 

 

 

 

Communicate to the OAG regarding the 

recommendation that standardised guidance on 

componentisation, asset values etc. be developed.   
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would also help. See IMESA Manual on this 

approach.  

Suggested Solution: IMESA have produced the 

web based tool suite IIMS which is capable of 

producing these outcomes. We suggest that the NT 

work to make the improvements to this.   

1.8 Free State Provincial Treasury – Department of Finance 

1.8.1 Yes. The changes have allowed entities to separate 

investment property from other property, thus 

allowing for easy control and management of assets 

and are benefiting the entity in terms of generating 

income. 

Noted. No action required.  None.  

1.8.2 Usage of judgement in determining of an asset is an 

investment property can be problematic as it is based 

on an individual‟s judgement. 

Noted. The use of judgement is critical in 

determining the most appropriate 

accounting for particular assets. No action 

required.  

None.  

1.9 Drakenstein Municipality 

1.9.1 In my view there has not been a significant change in 

the manner assets are managed or controlled. The 

differentiation is merely regarded as an accounting 

function in the majority of Municipalities I have been 

involved in. 

Noted. No action required.  None.  
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1.9.2 - The Definition of PPE, includes the phrase "for 

rental to others", which in certain circumstances 

seems confusing if compared to that of Investment 

property. The issue can be bridged by removing the 

“Rental to others” 

 

 

 

 

 

- Par 10 of GRAP 16 contains illustrations of items 

that would be regarded as Investment property, one 

of which is "Land with an undetermined use", this in 

the context of a Municipality is very difficult to 

determine and more often subject to subjective views 

between Auditors and Municipalities/Entities. 

Noted. GRAP 17 refers to “rental to 

others” because if a property cannot be 

classified as an investment property (e.g. 

when a building is partially owner 

occupied and rented to another party), it 

can still be classified as property, plant 

and equipment. Also, other types of 

assets could be rented to others in lease 

arrangements. As a result, it is 

appropriate to continue to refer to “rental 

to others”. The wording of the Standard or 

the GRAP Guides issued by the OAG 

could however be clarified. This issue will 

be communicated to the OAG.  

Noted. See the response in 1.2.2. and 

1.6.2. 

Communicate the need to clarify the definition of 

property, plant and equipment and investment 

property to the OAG.  

1.10 Swartland Municipality 

1.10.1 Both, the positive about the unbundling of Assets is 

that you get a clearer picture of the real life span of 

assets and therefore better budgeting can be done in 

terms of future replacement of the asset. The cost 

implication of the unbundling of assets is huge. The 

Asset Register becomes too big and difficult to 

The positive effects, as well as the 

consequences related to the adoption of 

the Standards of GRAP, are noted.  

The effect of not having cash backed 

reserves will be raised with the Budget 

Communicate to the Budget Office about the fact 

that concerns have been raised about the lack of 

cash backed reserves for depreciation. 
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administrate. The impact of depreciation results in a 

deficit on the statement of financial performance, 

which is not cash backed. Safe guarding of assets 

and preventing of fraud. 

Office at the National Treasury. 

1.10.2 In some instances the use of an asset is not clear for 

example land, and therefore cannot clearly be 

distinguished between an Investment Property and 

PPE 

Noted. See the response in 1.2.2. and 

1.6.2. 

 

1.11 SARS 

1.11.1 Separating assets into PPE and Intangible Assets 

would not have an effect on how assets are 

managed and controlled. 

Noted. No action required.  None.  

1.11.2 SARS does not own Investment Property and can 

therefore not answer this question. 

Noted. No action required. None.  

1.12 Afrikaanse Taalmuseum 

1.12.1 The ATM is a small public entity and although the 

impact was small, was it positive. 

Noted. No action required. None.  

1.12.2 In general, I would suggest that some kind of 

practical example can be given in the Standards.  

(Like what the user will experience when applying 

the Standards.)  It just makes it easier to help the 

Noted. The GRAP Guides issued by the 

OAG provide this practical guidance.  

None.  
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user understand exactly what you need the user to 

do. 

Question 2 – Reflecting assets in the financial statements at a value 

What practical challenges have you experienced in reflecting all assets owned and controlled by your entity on the statement of financial position and describe 

these? Indicate whether these challenges arise from:  

(a) The recognition of the asset, componentisation of the asset or initial measurement?  

(b) The requirement of the Standard being too onerous. If yes, why? 

(c) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means? 

2.1 City of Cape Town 

 During implementation of the GRAP standards, 

recognition of all owned assets was a challenge. The 

City had to enlist the help of external consultants to 

identify all assets and break these assets down into 

their components. Currently the biggest challenge 

stems from identification and recognition of donated 

assets. 

Noted. Appropriate systems need to be 

implemented at the municipality, preferably 

centrally, to identify any assets donated to the 

municipality. While this is not a Standards 

issue, the concern will be raised to the OAG as 

appropriate guidance could be included in the 

GRAP Guides.  

Communicate the need for guidance on 

processes to support identification of donated 

assets to the OAG.  

2.2 Western Cape Provincial Government 

 The right of assets of the municipalities is currently an 

issue as the assets that were transferred to 

municipalities are not yet in the municipality‟s name in 

Noted. Similar concerns were raised by other 

respondents to the review. See the response 

to 1.3.2.  

Communicate the need for guidance on the 

level of componentisation of assets to the 

OAG. ASB Secretariat to develop a FAQ.  
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the Deeds‟ Office. They are just registered as 

belonging to Government in the Deeds‟ Office. 

Challenges: 

 Componentisation: GRAP is not up to what 

extend or level should componentisation be done. 

 Reversing the componentisation from the least 

level to grouping of assets: e.g. If the streetlights 

were componentised to the platinum cover, the 

long pole and wiring, can the componentisation be 

reversed in the following year to having just the 

streetlight as a component or even componentise 

them per street? 

 Accounting for golf course as investment property 

or as PPE. 

 

 

 

Noted. See the response in 1.7.2 above. 

Noted. The level of componentisation and 

changes in the components is not specifically 

addressed in GRAP 17 as this is not a 

Standards-level issue. Guidance will need to 

be developed to address this issue. If 

standardised guidance is developed as 

mentioned in 1.7.2, then that guidance will 

need to indicate how to migrate from current 

practices to those values.  

The level of componentisation indicated in the 

response is not in line with the intention of the 

Standard. As a result, the Secretariat will issue 

a FAQ  explaining the intention of the principle 

in GRAP 17 regarding componentisation.  

Noted. See the response in 1.2.2 above.  

 

 

 

2.3 Cacadu Municipality 

 We have not experienced any challenges relating to 

this matter.  

Noted. No action required.  None.  
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2.4 Nelson Mandela Bay Metropolitan Municipality 

  The recognition of inherited assets from various 

municipalities during the formation of a Metropolitan 

at a nil balance required such identifiable assets to 

be valued at fair value hence resulting into an 

unplanned expenditure to be incurred by the 

municipality. For many of these assets there exists 

no active market to realistically determine its fair 

value. This created a huge challenge 

 The requirement was too onerous because such a 

requirement meant a shift from the then 

methodology of costing and valuation to as new 

methodology. Lots of consultation between the 

concerned people was required. 

 The requirements clear after extensive consultation 

with the concerned staff. 

Noted. No action required.  

 

 

 

 

 

 

Noted. No action required.  

 

 

 

Noted. No action required.  

None.  

2.5 Elundini Municipality 

 No significant challenges experienced.  Noted. No action required.  None.  

2.6 Intergovernmental Relations: Local Government 

 The question of why showing an asset in the statement 

of financial position is irrelevant as it is at the core of 

Noted. No action required.  None.  
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accounting principles. The statement of financial 

position is one of the core statements and consist of 

assets, liabilities and owner‟s equity. Without assets it 

will never balance nor will it serve any purpose. 

In practice the componentisation of assets in terms of 

GRAP 17.15 and 17.16 is a huge problem for 

implementation. The identification of such parts of an 

asset at any stage before it is replaced (the specific 

part) is impossible and suppliers are not willing to 

identify those parts nor are they willing to assist in 

determining the value of the component at time of 

purchase. Imagine componentising a refuse removal 

truck in the asset register as well as in the AFS. It is 

not practical and will lead to thumb suck and 

continuous audit queries. 

The following extract is according to the definition on 

entity-specific value which is problematic in the AFS. 

“Entity-specific value is the present value or service 

potential of the benefits an entity expects to arise from 

the continuing use of an asset and from its disposal at 

the end of its useful life or expects to incur when 

settling a liability.”  

This standard is generally of academic value and will 

not materially improve the quality of the financial 

reporting. The effort and cost relating to getting the 

information and obtaining a clean audit on it will not 

 

 

 

 

Noted. These concerns have also been raised 

by other respondents. See the response in 

1.7.2 which proposes developing standardised 

values for components (Note: this could 

include percentages that specific components 

represent in common municipal assets).  

As the statement of financial position and the 

related notes represent an aggregation of 

assets and liabilities, there is no direct effect of 

componentisation on the presentation in the 

financial statements. Componentisation only 

affects the accuracy of the depreciation 

amount recognised in the reporting period.  

Noted. Entity specific values are only really 

relevant when determining value in use for 

impairment purposes. The IPSASB is 

developing a conceptual framework for the 

public sector that will address the 

measurement of assets and liabilities. 

Following the development of this framework, 

there is likely to be significant changes to the 
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suffice the benefit deriving from it. measurement requirements in the existing 

Standards. These changes will enhance the 

relevance of measurement bases used to 

measure assets and liabilities in the public 

sector.  

2.7 Free State Provincial Treasury – IMESA 

 See points made in 1 above. Noted. No action required.  None.  

2.8 Free State Provincial Treasury - Department of Finance 

 These challenges arise from the componentisation and 

measurement of the assets. In some instances it is not 

clear as to what extend are we supposed to go with 

regards to componentisation. 

Assumptions that are used in the measurement of 

assets also creates problems. This is in particular 

where the value of the asset has to be determined 

using the replacement cost. 

Noted. See the response in 1.7.2 above.  

 

 

Noted. The use of assumptions is critical in 

measuring both assets and liabilities for 

accounting purposes. Sufficient information 

should however be provided in the financial 

statements about these assumptions.  

 

 

 

 

None.  

2.9 Drakenstein Municipality 

 (a) No clear guidelines exist to componentise 

especially infrastructure assets. Currently there are 

a few guidelines (for example the “Local 

Government Asset Management guideline” issued 

Noted. See the response in 1.7.2 and 2.2 

above. 
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in 2008, but even this has been questioned by 

some auditors. There is thus a disparity between 

Municipalities as to the level to which assets should 

be componentised.  

(b) No, the requirement is not onerous. 

The standard is not unclear, but clear guidelines should 

be developed by NT to ensure consistency in 

componentisation between entities. 

 

 

 

 

Noted. No action required.  

Noted. See the response in 1.7.2. 

 

 

 

None. 

2.10 Swartland Municipality 

 It is important to recognise the asset. The source of 

finance of the asset is important. The useful life of the 

asset is important; however the result in unbundling 

requires the knowledge of an expert which results in 

huge cost. In respect of 2.2 (c) it creates a huge 

problem when municipalities use different ways of 

asset valuation. It is also problematic with the transfer 

of houses to owners because some take years to do it 

which indicates it‟s still the municipalities asset but the 

municipality have not for years controlled the asset, but 

on a deed search it will show under the municipalities 

name. 

Noted. See the responses in 1.3.2 (clarification 

on accounting for property using legal title or 

control) and 1.7.2 (possible standardised 

guidance on componentisation of assets etc.).  

The Standards do not specifically require 

information to be disclosed about how assets 

are funded. This may be more relevant for 

internal management purposes than for users 

of the financial statements. No action 

proposed.  

 

 

 

 

None. 

2.11 SARS 

 a) None b) I do not think that the requirements of the Noted. No action required.  None.  
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statement are too onerous c) I do not think that the 

requirements of the standard are unclear. 

2.12 Afrikaanse Taalmuseum 

 We had no problem in showing an asset on the 

statement of financial position and assigning a value as 

our assets were already in an asset register with the 

necessary values. 

Noted. No action required. None.  

Question 3 – The use of valuing assets 

(a) What measurement basis has your entity used to measure its investment property and various classes of property, plant and equipment? Why? 

(b) What practical challenges have you experienced in applying the measurement basis selected? Indicate whether these challenges arise from:  

(i) The requirement of the Standard being too onerous. If yes, why? 

(ii) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means? 

3.1 City of Cape Town 

3.1.1 Cost method as it is the most practical and easy to 

apply. 

Noted. No action required.  None.  

3.1.2 Initial recognition of assets was problematic due to a 

lack of records to establish initial cost. 

Noted. As this issue relates to the first time 

adoption of assets, no action required.  

None. 
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3.2 Western Cape Provincial Government 

3.2.1 Most municipalities measure PPE at cost less 

depreciation and impairment and also measure 

Investment Property at fair value model. It is less 

expensive to measure the PPE at cost, as the 

measuring using revaluation model would have cost 

the municipalities more on consultants to revalue the 

assts.  

Noted. No action required.  None.  

3.2.2 It is  a challenge to determine the remaining  useful life 

of some assets due to the issue that the assets have 

always been there (non-availability of records) and 

probably will be forever e.g. Water pipes 

Noted. Assessing the remaining useful lives of 

assets requires that management (from both 

financial and technical disciplines) make 

appropriate estimates based on technical 

specifications of assets, past use of the asset 

etc. As they are estimates, they can be 

changed by management where appropriate. 

While certain infrastructure may exist into 

perpetuity, the various components will need to 

be replaced. As a consequence, it is the useful 

lives of these components that need to be 

estimated.  

Based on the response, the Secretariat will 

develop a FAQ outlining how useful lives could 

be assessed for infrastructure assets.  

ASB Secretariat to develop a FAQ.  
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3.3 Cacadu Municipality 

3.3.1 PPE is measured on the cost less accumulated 

depreciation and accumulated impairment basis.  

Investment property is measured on the Fair value 

model.  

Noted. No action required.  None.  

3.3.2 We have not experienced any challenges in applying 

the measurement criteria to PPE or Investment 

Property.  

Noted. No action required.  None.  

3.4 Nelson Mandela Bay Metropolitan Municipality 

3.4.1 All assets either PPE or IP are measured at historical 

costs because such costs are easily obtainable that 

fair value. 

Fair value costing or any other method could have 

been expensive due to the limitation of sources at the 

disposal of the municipality. 

Noted. No action required.  None.  

3.4.2 Yes, the process required a lot of consultation and lots 

of overtime expenditure was required for application 

and implementation. The standard was clear. 

Noted. No action required.  None.  

3.5 Elundini Municipality 

3.5.1 The cost model was adopted for both investment Noted. No action required.  None.  
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property and PPE. Elundini does not have the staff 

capacity to do fair value assessment annually, and 

therefore the cost model was the easier route.  

3.5.2 No significant challenges were experienced in the 

current year.  

Noted. No action required.  None.  

3.6 Intergovernmental Relations: Local Government 

3.6.1 The valuation was done on a cost basis and improved 

by impairment and the fair value principle. The 

valuation is based on the best guess of management 

and no external professional people were involved. 

(This would be a typical answer from municipalities) 

National Treasury is of the opinion that no choice 

should be allowed for the recognition value as it 

complicates the comparative figures and confuses the 

municipalities. The opinion is that the recognition value 

should be prescriptive being at initial cost as per 

GRAP17.17 and GRAP17.118, and not at revaluation 

and fair value should only come in with the impairment 

principle. GRAP 17.32 should be changed to allowing 

only GRAP17.33. This fact and the monetary impact 

must be presented in the form of a prescribed note on 

the topic in the AFS. The whole concept of fair value in 

municipalities in terms of revaluations by a person with 

a professional qualification (GRAP 17.35) in this 

regard results in huge amount of money being paid for 

Noted. Many respondents to the review 

indicated that, in many instances, external 

valuation professionals were (and are still) 

used extensively. Some did however note that 

internal staff are utilised.  

Noted. The Board debated whether any 

measurement alternatives should be 

eliminated. The Board agreed to retain the 

current measurement alternatives so that 

entities could, amongst others, consider users‟ 

needs in deciding what measurement basis to 

apply.  

 

GRAP 17 states the following: “The fair value 

of items of plant and equipment is usually 

undertaken by appraisal. An appraisal of the 

value of the asset is normally undertaken by a 

member of the valuation profession, who holds 

 

 

 

 

 

 

Include rationale for not eliminating 

measurement alternatives in the Basis for 

Conclusions as part of the review of GRAP 16 

and GRAP 17.  
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the revaluation to be done on a yearly basis and in 

terms of professional conduct. The cost benefit 

analysis is one of the problem areas and already 

scarce resources might be better utilized.  

 

 

 

 

 

 

 

 

Investment assets: 

Fair value is used without any depreciation of the 

asset. In cases where there is a rental contract the 

value of the contract is added to the value of the 

investment asset. 

Property, plant and equipment: 

These assets are reflected at fair value but every 5 

years a revaluation is done to determine cases where 

the fair value differ materially from the actual 

revaluation of the asset. Impairment is done and the 

value is then changed. This revaluation is done as a 

a recognised and relevant professional 

qualification”. [own emphasis added]. GRAP 

17 does not require that a professional valuer 

is used. Other respondents to the review 

indicated similar issues regarding the use of 

experts for valuing asset, including that the 

professional must be external to the entity. 

This is not the intention of GRAP 17. The 

wording on the use of valuers will be 

considered when reviewing GRAP 16 and 

GRAP 17.  

 

The value of the rental contract will not 

necessarily be added to the value of the asset, 

but is however considered when determining 

the fair value of the asset.  

 

 

 

 

GRAP 17 does not specify the valuation 

intervals that should be applied by entities 

where they revalue their assets. Entities 

should assess at every reporting date whether 

the value of the assets reflected in the financial 

 

Clarify wording of GRAP 17 regarding the use 

of valuation professionals. 

 

 

 

 

 

 

 

 

None 
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management activity and no external or professional 

valuator is appointed for this exercise (It might be 

happening in the metros that external valuators are 

used). The normal review (not revaluation) of asset 

values is done every reporting period. 

GRAP17.08 is very problematic from an accounting 

perspective. The standard determines that “Spare 

parts and servicing equipment are usually carried as 

inventory in terms of the Standard of GRAP on 

Inventories and recognised in surplus or deficit as 

consumed. However, major spare parts and stand-by 

equipment qualify as property, plant and equipment 

when an entity expects to use them during more than 

one period. Similarly, if the spare parts and servicing 

equipment can be used only in connection with an item 

of property, plant and equipment, they are accounted 

for as property, plant and equipment.” This statement 

is not agreed with as it does not comply with the 

requirement that the item becomes an asset when it is 

used to generate economic benefit. The fact that the 

asset is not utilized does not qualify it as an asset and 

will confuse the application of the standard. Our 

opinion is that it can only become an asset (PPE) 

when installed in the main asset and being used as 

part of the complete unit that generates economic 

benefit over time. 

Heritage assets: 

statements at year end differs materially from 

the fair value. Where there are material 

differences, a revised value must be 

determined. GRAP 17 does not require the use 

of external valuers in either determining the 

values of assets, or in reviewing whether the 

existing values need to be revised.    

The contention that spare parts are not assets 

until they are installed into assets and used is 

noted. The definition of an asset does not 

require that the economic benefits or service 

potential must currently be generated by the 

asset. The definition of an asset instead 

requires that it must be probable that future 

economic benefits or service potential will flow 

to the entity (which implies either at present or 

in the future). Consequently, spare parts are 

assets of the entity. Also, because the spare 

parts could be sold or transferred to other 

parties, they embody economic benefits while 

they are held but not used.  

 

Noted. GRAP 103 allows entities to disclose 

heritage assets where the cost or fair value 

cannot be determined.  

While “fair value” is referred to in many 

 

None.  

 

 

 

 

 

 

 

 

None.  
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GRAP17.07 determines that “The cost of an item of 

property, plant and equipment shall be recognised as 

an asset if, and only if: 

(a) it is probable that future economic benefits or 

service potential associated with the item will flow to 

the entity, and 

(b) the cost or fair value of the item can be measured 

reliably.” 

This requirement makes it very difficult for 

municipalities as far as heritage assets (and other PPE 

to a large extent) is concerned. Most municipal assets 

falls into the category as described in GRAP17.36 as 

there is not an active market in place to test the fair 

value principle. 

instances, substitutes or proxies for fair value 

are permitted for certain types of assets, e.g. 

depreciated replacement cost is allowed for 

specialised items of property, plant and 

equipment, while replacement cost is allowed 

for heritage assets.  Also see the response in 

2.6 above.  

 

 

None.  

 

None.  

3.6.2 The practical challenges in municipalities are the lack 

of skills and resources to do the measurement. At the 

end a best guess is used and management approve 

the valuation. The AG might differ but based on the fact 

that it is a management decision the difference is 

between the management appraisal and that of the 

AG. Who is correct is the question and because of the 

fact that the AG has the last say in his/her audit opinion 

statements are qualified. In short the standards leaves 

space for subjective opinions which will always create 

a problem and will always be left at the discretion of 

Noted. While differences may occur between 

preparers and auditors when they exercise 

professional judgement, these are not 

expected to occur frequently. To minimise 

these differences of opinion, the Board has 

added a project on its work plan to develop a 

paper on the application of materiality in the 

public sector. This is due to be issued during 

2014. When the Secretariat becomes aware of 

these issues, it engages with the relevant 

stakeholders to ensure that the intention of the 

 

Work on the development of a Discussion 

Paper on the application of materiality is 

already underway.  
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individuals. Standards is being consistently applied.  

3.7 Free State Provincial Treasury - IMESA 

3.7.1 See points made above. Noted. No action required.  None.  

3.7.2 See points made above. Noted. No action required.  None.  

3.8 Free State Provincial Treasury – Department of Finance 

 Not applicable.  Noted. No action required.  None.  

3.9 Drakenstein Municipality 

3.9.1 Investment property – Fair value model 

PPE – Land & Buildings – Revaluation model 

PPE – Other – Cost model 

It is unknown why the Municipality chose the 

Revaluation model for land and buildings, as it has 

been difficult to implement. On a yearly basis we 

receive audit queries as the auditors find it difficult to 

understand. Other Municipalities use the cost model for 

land and buildings. 

Noted. No action required.  None.  

3.9.2 No Comments 

GRAP 17.61 states that Depreciation of an asset 
begins when it is available for use, i.e. when it is in the 

Noted.  

A key factor to consider in assessing when an 

entity should commence depreciating an asset 

Communicate relevant examples to the OAG.  
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location and condition necessary for it to be capable of 
operating in the manner intended by management.  
Further implementation guidance is needed to 
practically implement this requirement – For example 
our Municipality has a sewerage pipeline which has 
been sitting in Work-in-progress for 2 years, the two 
parts of the pipeline can only be put into use, once a 
section over the river has been installed, which can 
only be done once a permit is granted. In my view this 
pipeline should only start to depreciate once it is finally 
commissioned and put into use (i.e. effluent starts 
flowing in the pipe). Our auditors have different 
interpretations, and feel that once it has been 
completed (i.e. practical completion certificate been 
issued) that it should start to depreciate.  

It should be considered that any infrastructure will not 

deteriorate significantly (thus the need for 

depreciation), whilst not in use.  

is whether it is available for use, i.e. when it is 

in the location and condition necessary for it to 

be capable of operating in the manner 

intended by management. This may vary 

depending on the nature of the asset. The 

example highlighted may be useful in updating 

the GRAP Guides to highlight how this 

assessment should be made, and how it might 

vary from asset to asset. This example will be 

provided to the to the OAG.  

Noted. All factors, including those noted in the 

response, will need to be considered by 

entities when assessing the useful lives of 

assets.  

3.10 Swartland Municipality 

3.10.1 Swartland Municipality use the cost method. The re-

valuation method would have been too expensive and 

too time constraining. 

Noted. No action required.  None.  

3.10.2 Due to the age of infrastructure and the lack of 

information (records no longer exists) the purchasing of 

assets, it was difficult to determine the real value of the 

historical value of assets and therefore estimated 

Noted. No action required.  None.  
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values has been used. 

3.11 SARS 

3.11.1 Not applicable Noted. No action required.  None.  

3.11.2 a) No b) No Noted. No action required. None.  

3.12 Afrikaanse Taalmuseum 

3.12.1 We used the actual cost of the asset for property, plant 

and equipment. 

Noted. No action required. None.  

3.12.2 No challenges experienced for property, plant and 

equipment. 

Noted. No action required. None.  

Question 4 – Depreciation and what it says about an asset 

(a) What depreciation method does your entity apply to depreciate its assets and why? 

(b) What practical challenges have you experienced in calculating depreciation and describe these? Indicate whether these challenges arise from:  

(i) The requirement of the Standard being too onerous. If yes, why? 

(ii) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means?  

(c) What practical challenges have you experienced annually reviewing the useful lives, depreciation methods and residual values of assets? Indicate whether these 

challenges arise from:  

(i) The requirement of the Standard being too onerous. If yes, why? 
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(ii) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means?  

4.1 City of Cape Town 

4.1.1 Straight line method. Noted. No action required.  None.  

4.1.2 The City has a number of assets with carrying value of 

zero that is still in use. This caused challenges to 

defend the accuracy of depreciation to the auditors. 

Normal depreciation is automatically calculated by the 

City‟s accounting system. 

Useful lives (and consequently depreciation 

rates) should be reviewed by entities on an 

annual basis. Where expectations differ from 

prior periods, the useful lives and/or rates 

should be adjusted. As entities are required to 

review useful lives and depreciation rates at 

every reporting date, any fully depreciated 

assets that are still in use should be reviewed 

and appropriate adjustments made to 

previously recognised depreciation. The 

Secretariat has issued a FAQ outlining how 

these assessments should be done and the 

related adjustments processed.  

None.  

4.1.3 Practical challenges arise from the identification of 

assets where the useful lives and residual value needs 

to be revised due to the size of the municipality. 

Residual values are also subjective. It would help if the 

ASB can issue practical guidance for determining 

residual values. 

Noted. Several respondents have noted that 

reviewing useful lives and residual values has 

been onerous in practice, particularly where 

entities have large volumes of assets. The 

Board will consider whether an indicator based 

approach (similar to that applied for 

impairment) may alleviate the amount of 

Consider the development of an indicator-

based approach to the assessment of residual 

values and useful lives.  
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detailed work that needs to be done on an 

annual basis. This will be undertaken as part of 

the review of GRAP 16 and GRAP 17.  

Based on other responses received, the 

Secretariat will liaise to the OAG about the 

possibility of issuing standardised guidance in 

this area.  

4.2 Western Cape Provincial Government 

4.2.1 The straight line method, it is easier and therefore the 

municipalities use it in preference of the other methods. 

Noted. No action required.  None.  

4.2.2 Determining the remaining useful life of an asset that 

has an indefinite use is quite a challenge. 

Noted. It is unclear what is meant by 

“indefinite” life assets. While many 

infrastructure assets are likely to be used into 

perpetuity, they do have specific useful lives. 

See the response in 3.2.2 above.  

 

4.2.3 When the useful life of an asset has reached its end 

and the asset is still in a working condition. As 

mentioned in 4.3 above, it is difficult to determine a 

useful life of an asset that has indefinite lifespan. 

Noted. See the response in 4.1.1 above.   

4.3 Cacadu Municipality 

4.3.1 Assets are depreciated on the straight-line method Noted. No action required.  None.  
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over the estimated useful life of the asset.  

4.3.2 We have not experienced any challenges in calculating 

depreciation on PPE or Investment Property.  

Noted. No action required.  None.  

4.3.3 We have not experienced any challenges in this 

regard.  We have developed a systematic approach to 

determine the estimated useful lives of the assets.  We 

have also determined a percentage for each asset 

class which determines the residual value of a 

particular asset. 

Noted. No action required. None.  

4.4 Nelson Mandela Bay Metropolitan Municipality 

4.4.1 Depreciation tells us that the asset is losing value 

hence when drafting annual budgets the necessary 

plans have to put in place towards replacing such 

assets. For example IT equipment and IT systems that 

require constant update and changes in technology. 

Make use of the straight-line balance method based on 

useful-lives agreed upon by the engineers and 

accountants and it is the most reliable method for the 

form for a municipality. 

Noted. No action required. None.  

4.4.2 Yes, the requirements of componentisation were 

extremely onerous.  GRAP 17 implementation required 

a change in computer systems and a costly upgrade of 

computer hardware to enable them to calculate 

Noted. No action required. None.  
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depreciation by component. This increased 

consultation costs, employee overtime and hard-ware 

changes. Due to the volumes of transactions involve 

for component depreciation monthly depreciation 

calculation have become too costly since the system 

would run out of storage space in a very short period of 

time. The requirement was clear. 

4.4.3 Not onerous but during the 1
st
 adoption of the standard 

a process of create a methodology for such was 

essential. The implementation of this requirement has 

resulted in an increase in staff complement, 

consultation fees and overtime. The Auditor General in 

Nelson Mandela Bay always view the annual reviewing 

of useful life‟s performed by the internal professionals 

with suspicion which put a heavy burden on the 

municipality to appoint consultant to satisfy the  Auditor 

General. Standard was clear but its implementation is 

costly. 

Noted. There is no requirement in the 

Standards of GRAP to utilise external valuers 

and other professionals to determine the value 

of, and make assumptions about, assets held 

at entities.  

Where internal staff has the necessary 

expertise and reliable information is available, 

then internal staff should be used. The 

Secretariat will engage with the relevant 

stakeholders to ensure that the intention of the 

Standards is appropriately applied.  

See the response in 3.6.1 above.  

Engagement with stakeholders regarding the 

use of internal experts.  

4.5 Elundini Municipality 

4.5.1 Assets are depreciated on the straight line method. 

Management adopted this method as it is the easiest 

method to apply.  

Noted. No action required.  None.  
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4.5.2 Changes in useful lives.  Asset registers do not always 

have the function to accurately calculate the effect of 

changes in useful lives.  Asset registers are dumped 

into Excel which is used for these calculations for the 

new remaining useful lives. 

Noted. While the National Treasury does not 

have direct responsibility over the 

implementation of IT systems at municipalities, 

this observation will be given to them as this 

may inform their assessment of future IT 

requirements in the public sector.  

Inform the National Treasury of the current 

shortcomings in IT systems regarding the 

change of depreciation rates and useful lives.  

4.5.3 Elundini being a low capacity municipality has had 

challenges in reviewing the useful lives of the assets 

and had to source consultants to assist with this 

process.  We agree that the review of useful lives 

should take place, but it is very challenging to do it on 

an annual basis. 

Noted. See the response in 4.1.3 above.   

4.6 Intergovernmental Relations: Local Government 

4.6.1 Depreciation means that the portion of depreciation 

that appears in the statement of financial performance 

reflect the economic use of the assets for the year of 

reporting that forms part of the expenditure.  

The straight line method is used by most municipalities. 

Being the case why do we not standardize this 

accounting standard and only allow for one method 

which will not only improve reporting but achieve 

standard reporting principles. 

Noted.  

 

 

 

Noted. The Board agreed to retain the 

alternatives as only a limited number of 

respondents suggested eliminating the 

alternative treatments.    

None.  

4.6.2 The clean-up and identification of the assets, the Noted.  None.  
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breaking down of assets into components and the 

value to the assets were a huge challenge.  

GRAP 17.48 to GRAP 17.52 is clear that the intention 

of separate portions of the asset being depreciated 

separately only if it is significant to the total cost of the 

asset. The example in GRAP17.49 makes it difficult for 

municipalities to cost the different portions of a road 

that is budget as one whole separate. The cost of a 

road with curbs, storm water, tar, street lighting etc. is 

not kept separately which makes it impossible to report 

on separately (other than per proportion). The history 

makes it even more difficult for municipalities to provide 

separate information. The question should be asked 

whether it add any value to the statement of financial 

position in a local authority because a road is used as 

one complete asset and not in portions. This aspect is 

onerous as far as the standard are concerned and it 

makes it very difficult for auditors to express an opinion 

and for municipalities to obtain a clean audit. It is 

suggested that the standard be changed.  

The standard is clear but the “significant” value is 

debatable and leaves space for personal interpretation. 

This can however be covered or addressed through the 

accounting policy of a council but will differ from 

municipality to municipality. Comparing result are 

always complicated when there is room for own 

standards within standards. 

 

 

The concerns around the level of 

componentisation, and the range of practices 

across entities, are noted. As noted above, 

standardised guidance may assist in this 

regard. The Secretariat will liaise with the 

relevant stakeholders and issue explanatory 

material clarifying the intention of the 

Standard.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Work on the development of a Discussion 

Paper on the application of materiality is 

already underway.  
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GRAP17.63 “the useful life of an asset may be shorter 

than its economic life.” may create interpretation 

challenges between the municipality and the office of 

the AG. Clarity is needed that it is not about the 

interpretation of the useful life versus the economic life 

but rather that an asset is not used in providing 

economic benefit because of the fact that it has 

reached its useful life that a certain practice of 

depreciation is necessary.   

 

The difference between the useful life and 

economic life indicates that a residual value 

needs to be determined by the entity. Not all 

assets have residual values. The Secretariat 

has issued a FAQ to clarify this issue.  

 

 

 

None.  

  

4.6.3 The reviewing of the useful lives of assets that 

determines the depreciation is done in a subjective 

manner because of the fact that it is only an opinion 

and the purpose of such an action (if only subjective) is 

of no value in annual financial statements. It might be 

used to manipulate the results in the statement of 

financial performance by reducing or increasing the 

depreciation and then to change it again in the next 

year if circumstances has changed. The users of the 

financial statements will find it difficult to rely on the 

value of the assets and so will the office of the auditor 

general in expressing an opinion. The opinion of the 

auditor will again be subjective and although 

prescribed in the accounting policy it will still be 

subjective. 

 The same argument goes for the residual amount. If 

one look at the definition of “residual value” is states 

“The residual value of an asset is the estimated 

Noted. While there may be a risk that entities 

manipulate their results through the 

depreciation recognised, clear evidence and 

assumptions must be made (and documented) 

by management to support any changes.  

 

 

 

 

 

 

 

Noted. The Standard requires that you 

determine a residual value based on the 

current price of the asset, based on its 

None.  

 

 

 

 

 

 

 

 

 

 

None.  
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amount that an entity would currently obtain from 

disposal of the asset, after deducting the estimated 

costs of disposal, if the asset was already of the age 

and in the condition expected at the end of its useful 

life.” It is a mixture between net current value and 

future value. The ASB should be clear on the valuation. 

condition at the end of its useful life. As a 

result, a current value is obtained, using an 

estimate of what the condition of the asset may 

be in future periods.  

4.7 Free State Provincial Treasury – IMESA 

4.7.1 We have used straight line, but have the 

information to undertake decay curve or condition 

Based Depreciation (CBD)   

It tells us the cost of the rate of consumption of the 

asset. 

Noted. GRAP 17 requires that the depreciation 

method should reflect the consumption of 

economic benefits or service potential of the 

asset. While the rate may need to be revised 

depending on the condition of the asset, the 

method should best reflect how the asset is 

consumed (which extends beyond an 

assessment of condition only).   

None.  

4.7.2 We have not found it too onerous. Our previous 

comments related to the issues that have arisen and 

our suggestions for improvement. 

Noted. See previous responses.  None.  

4.7.3 We believe that the requirements are too onerous.  

Throughout the world the full revaluation of long lived 

infrastructure assets is only done on a 4 or 5 year 

basis, generally related to the political election term. 

Nothing much changes in that time for most assets.  

 

Noted. Revaluations of assets are only 

required where an entity elects to apply the 

revaluation model. See 4.1.3 above regarding 

the proposal to develop an indicator based 

approach to the assessment of residual values 

None.  
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Good maintenance systems allow us to revised the 

lives of some assets and their condition, but this is 

done as part of normal management. 

Management (SIAM) activity. Annual revaluations 

always include new assets and disposals (of course) 

but the bulk assets are just revalued using a simple set 

of construction cost indices (CCI) generally produced 

by relevant Government Statistical Departments. This 

approach reduces the cost of revaluation greatly. 

and useful lives.  

4.8 Free State Provincial Treasury – Department of Finance 

4.8.1 N/A Noted. No action required.  None.  

4.8.2 N/A Noted. No action required. None.  

4.8.3 a) The fact that the reviewing has to be done annually 

is challenging in that sometimes the asset needs an 

expert to do the review. This ends up being a costly 

exercise for small municipalities without the skills to 

perform the exercise 

b) Issuing of interpretations and guidance will go a long 

way in dealing with the challenges.  

Noted. See the responses in 4.4.1. 

 

 

 

Noted. Specific proposals have been noted in 

response to comments raised by other 

respondents.  

 

 

 

 

None.  
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4.9 Drakenstein Municipality 

4.9.1 Straight line method, I don‟t know of any municipalities 

who use any other method. The reason for this is that 

it is easier to calculate. 

Noted. No action required.  None. 

4.9.2 The Standard is not onerous or unclear. Noted. No action required. None.  

4.9.3 (a) The Standard is onerous in its requirement to 

assess useful lives on a yearly basis. My 

Municipality has in excess of 20 000 movable asset 

and with current asset systems used it is not 

possible to verify each and every one, what to say 

to use to re-estimate the useful lives. It would be 

suggested that guidance be developed that would 

ease the process, for example by developing a set 

of criteria that should be considered before 

adjusting the useful lives of assets (similar to the 

impairment indicators). 

(b) The requirement is more onerous, than unclear. 

Noted. See the response in 4.1.1 above.   

4.10 Swartland Municipality 

4.10.1 Straight line method. Most popular and easy to 

calculate the depreciation. 

Noted. No action required.  None.  

4.10.2 It was difficult in the beginning with the unbundling to 

determine the real age of the infrastructure due to 

Noted. No action required. None.  
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purchase dates unknown and the future useful life of 

the asset. 

4.10.3 Due the impact of the unbundling which extended the 

asset register, it is difficult for the engineers to review 

all assets because it is thousands op assets. Due to 

the fact that the entity cannot rely 100% on the review, 

it becomes more an exercise of “thumb suck” and the 

entity of real values is missed. Residual values are only 

calculated on vehicles. 

Noted. See the response in 4.1.1. above.   

4.11 SARS 

4.11.1 Depreciation is based on the expected time frame over 

which the asset will be used 

Noted. No action required. None.  

4.11.2 a) No b) No Noted. No action required. None.  

4.11.3 a) No b) Due to the amount of assets it is not possible 

to assess the useful lives and residual value assets on 

an individual basis. The standard can maybe give more 

guidance on this issue. 

Noted. See the response in 4.1.1 above.   

4.12 Afrikaanse Taalmuseum 

4.12.1 We use the straight line method. Noted. No action required. None.  

4.12.2 We experienced no challenges in calculating the Noted. No action required. None.  
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depreciation. 

4.12.3 No challenges experienced. Noted. No action required. None.  

Question 5 – Impairment and what it says about an asset 

What practical challenges have you experienced in impairing assets and describe these? Indicate whether these challenges arise from:  

(a) The requirement of the Standard being too onerous. If yes, why? 

(b) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means? 

5.1 City of Cape Town 

 Practical challenges arise from the identification of 

assets that needs to be impaired due to the size of the 

municipality. 

Based on comments received during the 

review, it may be that entities are undertaking 

detailed impairment assessments, when more 

simpler alternatives may be appropriate to 

satisfy the intention of the Standards (e.g. 

desktop reviews of asset performance 

standards, market values etc.).  

Guidance could be developed in this area to 

ensure that an appropriate level of assessment 

is done by entities without undertaking detailed 

assessments and inspections as is currently 

done.  

The Board agreed to review GRAP 21 and 26 

after the comments received during the 

Guidance on assessing impairment to be 

included in the review of GRAP 21 and GRAP 

26 already on the ASB‟s work plan.  
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2012/13 improvements project. This guidance 

could be considered as part of that project.  

5.2 Western Cape Provincial Government 

 There is a cost implication that goes with impairing the 

assets as there should be testing performed each and 

every year for signs of impairment. 

Request: It is possible that the GRAP standards could 

be amended to give allowance of impairment maybe to 

be every 3 years. The same way that is done with 

revaluation of properties, every 4 years, there should 

be a similar way for impairment as well. 

Also according to the municipal officials, it is not yet 

clear with some assets whether they cash generating 

or non-cash generating assets. This identification has 

an impact on how to impair the assets.  

Noted. The Standards currently only require an 

entity to consider whether there are any 

indications that an asset may be impaired at 

reporting date – detailed testing is only 

required where such indications exist.  

See the response in 5.1 above.  

 

Noted. This issue has been identified during 

2012/13 improvements project and, as a result, 

the Board has added a project to its work 

programme to review GRAP 21 and GRAP 26. 

To be considered as part of the existing project 

of the Board to review GRAP 21 and GRAP 

26.  

5.3 Cacadu Municipality 

 An impairment loss is recognised when there is an 

indication that the condition of the asset has 

deteriorated or the asset is no longer useful or the 

period of economic benefits that will flow to the entity 

has reduced to certain conditions.  The asset will then 

be impaired to ensure that the value is in line with the 

benefits that will be derived by the asset. 

Noted. No action required.  None. 
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5.4 Nelson Mandela Bay Metropolitan Municipality 

 Currently not onerous but during the 1
st
 adoption a 

methodology had to be established to meet the 

requirement. This also includes training and continuous 

consultation with various stakeholders. Standard was 

clear. 

Noted. No action required. None.  

5.5 Elundini Municipality 

 Elundini being a low capacity municipality has had 

challenges with impairment testing especially on 

infrastructure to the lack of qualified staff. This was 

also outsourced to a consultant to assist.  

Noted. No action required. None.  

5.6 Intergovernmental Relations: Local Government 

 “An impairment loss of a cash-generating asset is 

the amount by which the carrying amount of an asset 

exceeds its recoverable amount.” 

“An impairment loss of a non-cash-generating 

asset is the amount by which the carrying amount of 

an asset exceeds its recoverable service amount.” 

What does it mean in practice? 

Noted. See the response in 5.2 above.  

The difference between cash-generating and 

non-cash-generating assets, to which 

recoverable amount and recoverable service 

amounts are linked, has been identified during 

2012/13 improvements project and, as a result, 

the Board has added a project to its work 

programme to review GRAP 21 and GRAP 26. 
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5.7 Free State Provincial Treasury – IMESA 

 See our response in Part A  section 8.1 Noted. No action required.  None.  

5.8 Free State Provincial Treasury – Department of Finance  

 Determination of impairment on an annual basis.  Noted. No action required.  None.  

5.9 Drakenstein Municipality 

 It is extremely difficult in practice to identify whether an 

asset is impaired – i.e. how to identify the impairment 

indicators as listed in GRAP 21.21. The Standards are 

unclear how to test for impairment and practical 

guidance especially in regards to the impairment 

indicators for infrastructure in a municipal environment 

would be extremely useful.  

GRAP 21 & 26 deals with the impairment of non-cash 

generating and cash generating assets. The basic 

requirement distinguishing these two standards is 

identifying whether an asset is cash or non-cash 

generating. Although certain guidance has been 

provided by the ASB in its recent FAQ (“Accounting for 

Infrastructure”), there is still a lot of uncertainty in 

municipalities (and disagreements with auditors) as to 

whether infrastructure such as water and electricity or 

its individual components should be cash- or non-cash 

Noted. See the response in 5.2 above.  

This issue has been identified during 2012/13 

improvements project and, as a result, the 

Board has added a project to its work 

programme to review GRAP 21 and GRAP 26. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
SUMMARY AND ANALYSIS OF WRITEN COMMENT ON ED 110 

                                 

49 

 

generating assets. A further practicality which is mostly 

forgotten, is if for example a component within a water 

network is regarded as a cash generating asset, how 

one would calculate its value in use - the present value 

of the estimated future cash flows expected to be 

derived from the continuing use of the asset and from 

its disposal at the end of its useful life. It is unlikely that 

a single component within an infrastructure network 

would have separate determinable cash flows, thus the 

larger cash generating unit will most likely have to be 

considered for impairment. This in itself poses a 

problem in determining the future cash flows of a cash 

generating unit, as the variables for inflows are 

problematic and cannot be determined with sufficient 

certainty - the large number water debtors, with 

varying risk profiles, the uncertainty of future debtor 

patters as well as the lack of data to be able to do such 

a detailed data-modelling. 

In regards to impairments and many other asset 

issues, have resulted in heated disagreements 

between auditors and preparers of financial 

statements, due to different interpretations of the 

requirements of the Accounting Standards. 

 

It is not the intention of the Standards that 

impairment be assessed for components of 

assets. This will clarified in a FAQ.  

 

 

 

 

Secretariat to issue a FAQ clarifying that 

impairment not considered on components of 

assets.  

5.10 Swartland Municipality 

 To determine the impairment value of an asset is not 

always possible and not all have a market value 

Noted. No action required.  None.  
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therefor it is more a estimate and not exact. 

5.11 SARS 

 I am not aware of any challenges. Noted. No action required. None.  

5.12 Afrikaanse Taalmuseum 

 No response. Noted. No action required. None.  

Question 6 – Disposals of assets 

What practical challenges have you experienced in accounting and reporting on the disposal of assets and describe these? Indicate whether these challenges arise 

from:  

(a) The requirement of the Standard being too onerous. If yes, why? 

(b) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means? 

6.1 City of Cape Town 

 No practical challenges. All assets are disposed of 

through a public auction. The auction is administered 

by the third party. 

Noted. No action required. None.  

6.2 Western Cape Provincial Government 

 Not much however, how does one account for assets 

that were recognised as Non-Current Asset held for 

Noted. The Board has revised GRAP 100 and 

withdrawn the requirements related to non-

None.  
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sale in the previous but the municipality did not get to 

sell assets as there could not be a buyer on the 

stipulated price. So in this year‟s financial statement 

the municipality is going to disclose them again as non-

current assets held for sale. GRAP does not give 

guidance for such scenarios. 

current assets held for sale 

6.3 Cacadu Municipality 

 Assets can only be disposed of by a resolution of 

Council and in terms of the Supply Chain Management 

Policy.  To ensure that assets are safeguarded and 

controlled, the transparency of the detail provided in 

the AFS will highlight assets that were disposed of 

without the necessary authorisation. 

Noted. The nature of this information is to 

outline whether appropriate governance 

processes have been followed by the Council. 

While this information may be useful to users, 

it is more appropriate for reporting outside the 

financial statements. As a result, the Board did 

not support adding these disclosures to the 

Standards of GRAP.  

None.  

6.4 Nelson Mandela Bay Municipality 

 The Standard was not too onerous but presented a 

number of challenges for infrastructure that is 

underground. The new requirements of GRAP 17 

relating to components required longer detailed 

assessment of each component which is time 

consuming and present challenges to complete the 

condition assessment during a financial period.  

Noted. See the responses to section 5 above.   
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The standard is clear. 

6.5 Elundini Municipality 

 No significant challenges experienced.  Noted. No action required. None.  

6.6 Intergovernmental Relations: Local Government 

 In my opinion the reasoning behind the separate 

disclosure of assets disposals is to provide the user of 

the financial statements with the disposal amount so 

that the practice of selling assets to cover other 

financial liabilities or expenditure can be identified. The 

providers of finance use a lot of ratio analysis as well 

as assumptions to develop a profile of the client before 

they make any funds available. Such practices might 

be negative and might impact on the financial stability 

of the entity. 

The standard is not too onerous and is clear enough. 

Noted. See the response in 6.3 above.  None.  

6.7 Free State Provincial Treasury – IMESA 

 We have no great issues with this aspect. See our 

response in part A.  

Noted. No action required. None.  

6.8 Free State Provincial Treasury – Department of Finance 

 None.  Noted. No action required. None.  
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6.9 Drakenstein Municipality 

 No comments Noted. No action required. None.  

6.10 Swartland Municipality 

 Auctions of assets to sell assets as a bundle and it is 

not easy to get amounts per asset. Therefore we will 

give amounts per bundle on website and not per asset. 

Noted. The Standard does not require values 

per asset.  

None.  

6.11 SARS 

 I am not aware of any challenges. Noted. No action required. None.  

6.12 Afrikaanse Taalmuseum 

 No response. Noted. No action required. None.  

Question 7 – Acquisitions of assets 

What practical challenges have you experienced in accounting and reporting on the acquisitions of assets and describe these? Indicate whether these challenges 

arise from:  

(a) The requirement of the Standard being too onerous. If yes, why? 

(b) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means? 
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7.1 City of Cape Town 

 No practical challenges. The City‟s accounting system, 

SAP, has excellent controls that ensure that all 

acquisitions of a capital nature are accounted and 

reported correctly. 

Noted. No action required. None.  

7.2 Western Cape Provincial Government 

 The problem with the reporting and accounting for 

acquisitions of new assets is componentisation of 

assets. This cannot be done monthly as it is a costly 

exercise and municipalities do it yearly, and because it 

is done yearly it creates a risk for accuracy in 

measurement of assets. 

Auditors do not accept that assets to be recognised as 

Work-In-Progress over a period of two years, even 

though some constructions take up to three years to be 

completed. Even if the certificate from an engineer is 

submitted as Work-in-Progress, still do not accept it 

therefore guidance is needed. 

Noted. These concerns have been noted and 

addressed above.  

 

 

 

Noted. The Standard does not prescribe the 

length of time that projects should take to 

complete. Based on the feedback from other 

respondents, it was suggested that additional 

information be included in the financial 

statements about the status of capital work in 

progress. This proposal would enhance 

accountability and transparency as users could 

assess the length taken to complete projects and 

performance related to capital projects. The 

Board will develop additional disclosures to 

provide more information about capital work in 

Amendments to GRAP 16 outlining 

additional disclosures on capital work in 

progress.  
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progress to users of the financial statements as 

part of its review of GRAP 16 and GRAP 17. 

These disclosures will resolve the issue raised.  

7.3 Cacadu Municipality 

 No challenges experienced.  Noted. No action required. None.  

7.4 Nelson Mandela Bay Municipality 

 Not so onerous. Made it easy to identify additions and 

to compare with budget. Requirement was clear. 

Noted. No action required. None.  

7.5 Elundini Municipality 

 No significant challenges experienced.  Noted. No action required. None.  

7.6 Intergovernmental Relations: Local Government 

 The same as in number 6. The only difference is that in 

this case it informs the users of the financial 

statements of new assets that are introduce. On the 

positive side it improves the liquidity and on the 

negative side it increases the operational side for 

example the maintenance budget. 

Noted. No action required. None.  

7.7 Free State Provincial Treasury – IMESA 
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 No issue with this aspect. Noted. No action required. None.  

7.8 Free State Provincial Treasury – Department of Finance 

 None.  Noted. No action required. None.  

7.9 Drakenstein Municipality 

 No comments. Noted. No action required. None.  

7.10 Swartland Municipality 

 To control the AR with the General Ledger. Noted. No action required. None.  

7.11 SARS 

 SARS has not experienced any challenges in this 

area. 

Noted. No action required. None.  

7.12 Afrikaanse Taalmuseum 

 No response. Noted. No action required.  
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Question 8 – Disclosures 

(a) What practical challenges have you experienced in providing the disclosures required by the Standards and describe these? Indicate whether these challenges 

arise from:  

(i) The requirement of the Standard being too onerous. If yes, why?  

(ii) The requirement of the Standard being unclear. If yes, how could this be addressed, e.g. by clarifying the Standard, by issuing the Interpretation, by issuing 

additional implementation guidance, or other means? 

(b) In preparing the financial statement, what criteria do you apply in determining whether to provide the information outlined in the encouraged disclosures? 

(c) In your view, is there any other information that is not currently disclosed in the financial statements that users would find relevant in assessing accountability 

over, and making decisions about, assets? 

8.1 City of Cape Town 

8.1.1 (a) Disclosure relating to assets with a carrying value 

of zero that is still in use. 

Noted. Given the issues raised by respondents 

related to fully depreciated assets still in use, 

the Board will reconsider the encouraged 

disclosures as part of the review of GRAP 16 

and GRAP 17.  

Consider encouraged disclosures as part of 

the review of GRAP 16.  

8.1.2 (b) Management‟s estimate of materiality. Noted. No action required. None.  

8.1.3 (c) No Noted. No action required. None.  

8.2 Western Cape Provincial Government 

8.2.1 (a) The municipality do not have many challenges on Noted. See the response in 8.1.1. above.   
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disclosing the assets except when the useful life of 

an asset has reached its end. 

8.2.2 (b) In terms of disclosure the municipalities would 

consider legislative requirements. As long as there is 

a standard, law or regulation to comply with in terms 

of disclosure, the municipality would disclose the 

required additional information. 

Noted. No action required. None. 

8.2.3 (c) No, all necessary information in the view of the 

preparers is disclosed in the AFS regarding assets. 

Noted. No action required. None.  

8.3 Cacadu Municipality 

8.3.1 (a) None. Noted. No action required. None. 

8.3.2 (b) The municipality uses Caseware to draft the AFS.  

Caseware is updated on an annual basis and takes 

all new requirements into account.  The note is 

therefore populated accordingly.  This is then 

checked against the GRAP checklist to ensure that 

the disclosure is complete. 

Noted. No action required.  None.  

8.3.3 (c) No.  Noted. No action required. None.  

8.4 Nelson Mandela Bay Municipality 

8.4.1 Requirement not onerous. Standard was clear.  Noted. No action required. None.  
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8.4.2 Requirements are adjusted from the General Ledger 

or system point of view in order to align such 

reporting to be smooth less. 

Noted. No action required. None.  

8.4.3 Formalisation of the preparation and disclosure the 

Appendix documents in the annual financial 

statements. 

Noted. The formalisation of reporting practices, 

formats, etc. vests to the OAG. This issue will 

be raised with the National Treasury.  

Liaison with the National Treasury about 

standardised reporting at a local government 

level.  

8.5 Elundini Municipality  

8.5.1 (a) No other challenges than what was already 

mentioned.  

Noted. No action required. None. 

8.5.2 (b) Management determines whether it will be cost 

effective to disclose the encouraged disclosures and 

whether the users of the AFS will actually use the 

information.  

Noted. No action required. None. 

8.5.3 (c) No.  Noted. No action required. None.  

8.6 Intergovernmental Relations: Local Government 

8.6.1 (a) No response.    

8.6.2 (b) GRAP17.85: 

“Users of financial statements may also find the 

following information relevant to their needs: 

Noted. See the response in 8.1.1 above.   
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(a) the carrying amount of any item of property, plant 

and equipment that was not used for any period of 

time during the reporting period that significantly 

impacted the delivery of goods and services of the 

entity;” 

 (b) the gross carrying amount of any fully 

depreciated property, plant and equipment that is still 

in use; 

(c) the carrying amount of property, plant and 

equipment retired from active use and not classified 

as held for sale in accordance with the Standard of 

GRAP on Non-current Assets Held for Sale and 

Discontinued Operations; and 

(d) when the cost model is used, the fair value of 

property, plant and equipment when this is materially 

different from the carrying amount. 

Therefore, entities are encouraged to disclose these 

amounts.” 

Yes, municipalities may provide such information but 

once part of the reporting mechanism like the AFS it 

must be audited and the AG must express an 

opinion which will rest on additional audit evidence 

and will also increase audit cost. If it is not a 

requirement then it should not form part of the 

Standards of GRAP. If the accounting officer wants 

to include it in a report he does not need accounting 
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standards to do it. It is suggested that the whole 

GRAP17.85 and other pieces that is discretionary 

should be deleted. 

8.6.3 (c) No response.  Noted. No action required.  None.  

8.7 Free State Provincial Treasury – IMESA 

8.7.1 The standard disclosure requirements are adequate. 

However the production of standard registers and 

asset values will make this easier.  

The key issue missing from disclosures are all the 

information relating to asset performance and levels 

of service and business risk exposure as stated 

previously. This can only be producing asset 

management plans as prescribed under IMESA‟s 

SIAM process. 

Noted. See the response  None.  

8.7.2 No comment.  Noted. No action required. Noted.  

8.7.3 Yes. See point 8.3 above and 8.1 in part A.  Noted. No action required. None.  

8.8 Free State Provincial Treasury – Department of Finance 

8.8.1 None.  Noted. No action required. None.  

8.8.2 Usefulness of the information.  Noted. No action required. None.  
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8.8.3 No.  Noted. No action required. None. 

8.9 Drakenstein Municipality 

8.9.1 No comments. Noted. No action required. None.  

8.9.2 It depends on the availability of information. If GRAP 

17.85 is considered only sub-par b‟s information 

would be regularly available. 

Noted, see the response to 8.6.2 above.   

8.9.3 No.  Noted. No action required. None.  

8.10 Swartland Municipality 

 (a) No response.  

(b) No response.  

(c) CFO views management maintenance 

programme. 

Noted. No action required.  None.  

8.11 SARS 

 (a) I am not aware of any challenges.  

(b) Materiality and usefulness to the user. 

(c) I think that the disclosure requirements currently 

in the standard is sufficient. 

Noted. No action required. None.  
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8.12 Afrikaanse Taalmuseum 

 No response. Noted. No action required. None.  

Question 9 – Main factors that affect compliance with Standards 

Financial management environment 

9.1 Management information 

 (a) Do you prepare management information that includes a statement of financial position? 

(b) If you do prepare this information, how often is it prepared? 

(c) Who in the organisation (job title or job description rather than a name) (a) prepares this information and (b) who reviews this information? 

9.1.1 City of Cape Town 

 (a) Yes.  

(b) Monthly.  

(c) Accounting and Budget Offices prepare and 

Directors and Executive Management reviews.  

Noted. No action required. None.  

9.1.2 Western Cape Provincial Government 

 (a) Yes, all municipalities do prepare management 

information that includes a statement of financial 

position.  

Noted. No action required. None. 
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(b) This information is prepared monthly as they 

have to comply with MFMA section 71 reporting.  

(c) Preparers of AFS; it depends from municipality to 

municipality (Budget & Accounting), but it is 

ultimately reviewed by the CFO. 

9.1.3 Cacadu Municipality 

 (a) This is prepared when the monthly Treasury 

returns are prepared.  

(b) Monthly, Quarterly, Annually 

(c) Preparer – Accountant Budget and Reporting, 

Review – Manager Finance  

Noted. No action required. None.  

9.1.4 Nelson Mandela Bay Municipality 

 (a) Yes.  

(b) Twice a year, mid-year reporting and annual 

reporting.  

(c) Prepared by Senior Accountant for AFS & Acc 

Policy and reviewed by Assistant Director – 

Financial Statements and Reporting. 

Noted. No action required. None.  

9.1.5 Elundini Municipality 

 (a) Yes.  Noted. No action required. None.  
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(b) Annually.  

(c) Prepared by consultant and reviewed by the CFO 

and audit committee.  

9.1.6 Intergovernmental Relations: Local Government 

 (a) It should be yes with comments on financial 

wealth that is created.  

(b) I suggest at least in terms of the NT reporting.  

Noted. No action required. None.  

9.1.7 Free State Provincial Treasury – IMESA 

 Not applicable.  Noted. No action required. None. 

9.1.8 Free State Provincial Treasury – Department of Finance 

 N/A.  Noted. No action required. None.  

9.1.9 Drakenstein Municipality 

 (a) On a monthly basis a Sec 71 narrative report is 

prepared for the Mayor, on a quarterly basis, a 

Sec 52(d) report and half-yearly the Sec 72 

report to council. The reports do not include a 

Statement of Financial Position. Furthermore Sec 

71 reporting to Provincial Treasury in the 

prescribed format (Schedule C) contains a 

Statement of Financial Position. It should be 

Noted. No action required. None. 
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noted that although a Statement of Financial 

Position is produced, it is not a true reflection of 

the Financial Position of the Municipality at 

month-end, as (due to current capacity problems) 

assets are only capitalised at the end of the year 

(and depreciation retrospectively adjusted to the 

beginning of the year) as well as other GRAP 

year end-adjustments only performed at year-end 

(For example Employee benefits, Provision 

estimates etc.) 

(b) Prepared on a monthly basis in accordance with 

the MFMA. 

(c) Preparers: Manager Budget Information and 

Manager Financial Reporting Reviewers: Senior 

Manager: Financial Management Support and 

Chief Financial Officer. 

9.1.10 Swartland Municipality 

 Yes, Annually, Manager Financial Statements and 

Control.  

Noted. No action required. None.  

9.1.11 SARS 

 Yes Monthly Manager : Financial Accounting and 

Transformation, reviewed by the Chief Financial 

Officer 

Noted. No action required. None.  
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9.1.12 Afrikaanse Taalmuseum 

 (a) No, my training was for GAAP, not GRAP.  

Because we are a very small entity we can‟t 

afford more staff but as PFMA-listed public entity 

we have all the compliance to laws and 

regulations that a large entity would have.  This 

means that we have to do the normal day-to-day 

administration as well as compliance.  With only 

2 months to prepare financial statements and 

information for the annual report, answer and 

help the auditors, do the day-to-day 

administration, have meetings, etc. it‟s difficult to 

see how it is possible to manage this as well.  I 

have to add that we can‟t afford to buy software 

to help with drafting of the financial statements 

which means it will have to be done by hand or 

Excel. 

(b) The financial information is done on a monthly 

basis on Pastel Accounting and the financial 

statements are done yearly. 

(c) Currently the yearly financial statements is done 

by BGR Paarl and reviewed by the Chief 

Financial Officer. 

Noted. No action required. None.  
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9.2 Asset registers 

 (a) Do you have a complete asset register? 

(b) How often is this asset register updated and the information in the register maintained? 

How often is the asset register reviewed and by whom? 

9.2.1 City of Cape Town 

 (a) Yes.  

(b) Weekly.  

(c) Weekly, Head: Assets. 

Noted. No action required. None.  

9.2.2 Western Cape Provincial Government 

 (a) Yes, municipalities do prepare complete GRAP 

compliant asset register.  

(b) Due to capacity constraints within the municipality; 

some asset registers are updated annually (60%) 

and some municipalities update it monthly (40%).  

(c) Some municipalities perform monthly (60%) 

reconciliation of fixed asset register, and some only 

do it annually (40%). 

Noted. No action required. None.  

9.2.3 Cacadu Municipality 
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 (a) Yes.  

(b) Monthly.  

(c) Annually.  

Noted. No action required. None.  

9.2.4 Nelson Mandela Bay Metropolitan Municipality 

 (a) Yes.  

(b) Twice a year when preparing the Mid-Year reports 

and annual financial statements.  

(c) Twice. 

Noted. No action required. None.  

9.2.5 Elundini Municipality 

 (a) Yes.  

(b) Annually.  

(c) Annually by consultants. 

Noted. No action required. None.  

9.2.6 Intergovernmental Relations: Local Government 

 (a) Should be yes.  

(b) Daily as assets are completed and votes be signed 

off as completed.  

(c) Should be monthly by the CFO and quarterly by the 

MM and half yearly by Council.  

Noted. No action required. None.  
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9.2.7 Free State Provincial Treasury – IMESA 

 (a) Yes.  

(b) Updated annually.  

(c) Maintained continuously.  

(d) Reviewed by asset managers and business unit 

heads.  

Noted. No action required. None.  

9.2.8 Free State Provincial Treasury – Department of Finance 

 N/A.  Noted. No action required. None. 

9.2.9 Drakenstein Municipality 

 (a) Yes.  

(b) Only once a year currently (in terms of the 

capitalisation/componentisation of assets). 

However Depreciation runs are performed 

throughout the year. 

(c) Once a year, by the Manager Financial 

Reporting or the FARE. 

Noted. No action required. None.  

9.2.10 Swartland Municipality 

 Yes, Annually (but spreadsheets are kept up to date 

during the year and only imported at the end of year). 

Noted. No action required. None.  



 
SUMMARY AND ANALYSIS OF WRITEN COMMENT ON ED 110 

                                 

71 

 

Register is reviewed continuously by Controller Asset 

and Fleet Management. 

9.2.11 SARS 

 Yes Monthly Manager : Financial Accounting and 

Transformation - reviewed by the Chief Financial 

Officer 

Noted. No action required. None.  

9.2.12 Afrikaanse Taalmuseum 

 (a) Yes, for property, plant and equipment.  We are 

still implementing GRAP103 for heritage assets. 

(b) On a monthly basis. 

(c) Yearly by both internal and external auditors. 

Noted. No action required. None.  

9.3 Audit findings 

 (a) Have any findings been reported by the external auditors on assets in the last reporting period? If yes, briefly describe the period to which the 

findings relate as well as nature of the findings.  

(b) Have these audit findings been resolved or are they raised on an ongoing basis? 

9.3.1 City of Cape Town 

 (a) Yes, 2 findings for 2011/12 financial year.  

Weakness in safeguarding and monitoring of 

assets: The results of the asset verification 

Noted. No action required. None.  
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processes for 2011-12 financial year as 

performed by the City of Cape Town, identified 

items, which could not be accounted for. These 

represent an increase in the number of items that 

could not be verified when compared to the prior 

year.  

Change in accounting estimates - Insufficient 

disclosure with regards to changes in useful 

lives: The following aspects were not sufficiently 

disclosed in annual financial statements:  

 The nature and amount of the change in 

accounting estimate.  

 The effect of the change in estimate on 

the Statement of Financial Performance 

for the current period as well the 

following period.  

As a result, the disclosure in the annual financial 

statements is not in compliance with GRAP 3 

which could affect the overall understandability of 

the annual financial statements.  

(b) All findings have been resolved.  

9.3.2 Western Cape Provincial Government 

 There are findings on assets that have been reported 

by the external auditors and they relate to the period 

Noted. No action required. None.  
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of 2011/2012 financial year. Some of the findings are 

recurring in nature but do not relate to the same 

transactions as that of the previous year: 

 Deeds Search 

 Existence of assets that are in the asset register 

 Completeness of assets in the asset register 

 Measurement and valuation of assets, e.g. 

incorrect calculation of impairment and 

depreciation 

 GRAP compliant asset register 

 Incorrect classification of asset 

 Reconciliation of fixed asset register to general 

ledger account 

 Correct Disclosure 

The municipalities are working on solving these findings 

on an on-going basis throughout the year to prevent 

recurring of the audit findings.  

9.3.3 Cacadu Municipality 

 No. We have however received a finding in the 

current period on Property that was not transferred in 

accordance with a Council resolution taken in 2007 

Noted. No action required. None.  
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and in 2002.  

We have commenced with an internal investigation 

into all properties to ensure that the existence and 

completeness is accurate.  

9.3.4 Nelson Mandela Bay Metropolitan Municipality 

 No. All audit findings are attended into.  Noted. No action required. None.  

9.3.5 Elundini Municipality 

 No significant findings reported. N/A. Noted. No action required. None.  

9.3.6 Intergovernmental Relations: Local Government 

 (a) Majority of municipalities.  

(b) I presume not. 

Noted. No action required. None.  

9.3.7 Free State Provincial Treasury 

 All resolved. Noted. No action required. None.  

9.3.8 Free State Provincial Treasury – Department of Finance 

 N/A.  Noted. No action required. None.  
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9.3.9 Drakenstein Municipality  

 Yes, it mainly related to take-on errors made in 

2007/08. The main issue was that Housing projects 

were incorrectly capitalised in 2007/08, and in the 

past few years not identified by the AG. Subsequent 

expenditure was correctly treated. 

Minor findings related to assets that could not be 

identified (existence and completeness issues). 

Audit findings were resolved, but certain internal 

control matters were identified. 

Noted. No action required. None.  

9.3.10 Swartland Municipality 

 None.  Noted. No action required. None.  

9.3.11 SARS 

 No Not applicable. Noted. No action required. None.  

9.3.12 Afrikaanse Taalmuseum 

 No. N/A. Noted. No action required. None.   
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9.4 What are the main factors, drivers, inputs that are required to achieve ongoing compliance with the Standards? 

9.4.1 City of Cape Town 

 Implementation of the correct policies, processes and 

procedures.  

Noted. These observations will be 

communicated to the OAG which is 

responsible for implementation of 

accounting and reporting reforms in the 

public sector.  

Communication to the OAG regarding 

implementation issues.  

9.4.2 Western Cape Provincial Government 

 Technical skill to implement the standards, funding 

and procedures manuals to ensure smooth 

implementation of the accounting standards.  

See the response in 9.4.1 above.   

9.4.3 Cacadu Municipality 

 Being informed, guidance on implementation, 

training, controls to ensure we comply and review.  

See the response in 9.4.1 above.  

9.4.4 Nelson Mandela Bay Municipality 

 We are looking for software that will improve the 

turnaround time and efficiency at reporting time.  

See the response in 9.4.1 above.  
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9.4.5 Elundini Municipality 

 No specific response.  See the response in 9.4.1 above.  

9.4.6 Intergovernmental Relations: Local Government 

 Capacity at municipalities (not only CFOs) See the response in 9.4.1 above.  

9.4.7 Drakenstein Municipality 

 The Municipality appointed a Charted Accountant in 

August 2013, to monitor changes in GRAP and 

ensure on-going compliance to GRAP. 

See the response in 9.4.1 above.  

9.4.8 Swartland Municipality 

 Stringent control over assets.  See the response in 9.4.1 above.  

9.4.9 SARS 

 Policy must be in line with GRAP Preparers must be 

knowledgeable of GRAP. 

See the response in 9.4.1 above.  

9.4.10 Afrikaanse Taalmuseum 

 Understanding the Standards helps to implement and 

comply. 

See the response in 9.4.1 above.  
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9.5 Challenges that compromise your ability to comply with the Standards  

 Please indicate, on a scale of 1 to 5, the extent to which each of the following challenges compromise your ability to comply with the Standards (1 implies 

that it has no impact and 5 implies that the impact is extensive):  

(a) The institutional environment comprising relevant legislation, regulations and accounting system (such as an IT system, Standard Chart of 

Accounts). Please indicate which aspect of the institutional environment affects your ability to comply with the Standards.  

(b) The organisational environment comprising the asset management system (policies, processes, procedures, information technology, etc.). Please 

indicate which aspect of the organisational environment affects your ability to comply with the Standards. 

(c) The individual skills and competencies of staff. Please indicate which level of staff lack capacity and identify the specific skills and competencies 

that are lacking. 

(d) The dependence on stakeholders. Please indicate which stakeholders. 

All Responses dealt with in a separate analysis. 
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Question 9 – Analysis of feedback 

Challenge 1 2 3 4 5  Comments 

Institutional arrangements comprising legislation, regulations and accounting system. 

City of Cape Town  X     

Western Cape Provincial Government     X The continuous changes in accounting standards have an impact on the 

different accounting system that cannot accommodate the changes. 

Cacadu Municipality X      

Nelson Mandela Bay Metropolitan 

Municipality 

    X Not affected.  

Intergovernmental Relations     X  

Free State Provincial Treasury – Dept of 

Finance  

    X Financial system that is not GRAP compliant will compromise the 

municipality‟s ability to comply with Standards of GRAP.  

Drakenstein Municipality X     No / little impact. 

 

SARS X      

Afrikaanse Taalmuseum   X   3 for IT system and training - As staff are not trained in GRAP, but 

GAAP and the accounting system used is based on GAAP.  To 
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compensate for this, the drafting of the annual financial statements is 

contracted, but Supply Chain Management forces us to use own staff as 

it is believed to help curb spending.  In our case, this will mean more 

spending as the training for GRAP cost more than what we budget for, 

software to help with the drafting cost a lot of money that we can‟t afford. 

The organisational environment comprising the asset management system. 

City of Cape Town  X     

Western Cape Provincial Government     X There are insufficient resources in terms of engineers to assist with the 

unbundling of assets. 

 

Cacadu Municipality X      

Nelson Mandela Bay Metropolitan 

Municipality 

    X Not affected. 

Intergovernmental Relations    X   

Free State Provincial Treasury – Dept of 

Finance 

    X Lack of policies and procedures, internal controls, capacity and skills.  

Drakenstein   X   Different Asset registers outside of the financial system is currently being 

used. 

Policies and procedures have not been updated in 6 years, but are 
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currently under review. 

Afrikaanse Taalmuseum  X    2 – will not affect us that much.  Policies, processes, procedures, etc is 

already in place 

The individual skills and competencies 
of staff. 

      

City of Cape Town    X  Asset management within the different municipal departments are 

delegated to staff on a lower level and is only one of the tasks in their 

job.  

Western Cape Provincial Government     X There is insufficient competency to focus on GRAP standards. 

Technical skills on the preparation of the Annual Financial Statements 

are scarce. 

Cacadu Municipality X      

Nelson Mandela Bay Metropolitan 

Municipality 

    X We have 3 personnel at Senior Accountant that are having the SAICA 

auditing training articles. Currently 2 are studying towards their CA(SA) 

qualification.  

Intergovernmental Relations      [No rating]  

Middle and senior management.  

Free State Provincial Treasury – Dept of 

Finance 

    X Municipalities lack the basic accounting skills, and there are also no 

skills to handle the infrastructure.  
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Drakenstein Municipality    X  Staff in the Asset Section does not have sufficient knowledge of GRAP 

and Asset Management. Our Asset section currently comprises of 3 

people, of whom the highest qualification is matric. 

The skills and competencies lacking are as follows: 

- Lack of understanding of how movable assets should be managed – 

Movable assets are only capitalised and marked (barcoded) once a 

year, when a stocktake is performed. 

- Staff do not have the basic skills of performing reconciliations 

between external systems (i.e. the movable system and the asset 

register on the financial system) 

- Reconciliations with other (constantly changing) information are not 

performed – For example a yearly deed dump/reconciliation with the 

valuation roll and the asset register was not previously performed for 

Land and Buildings 

Capacity does not exist in the engineering department 

Afrikaanse Taalmuseum      See response to (a).  

The dependence on stakeholders. 

City of Cape Town      [No rating] Finance managers and asset controllers within the different 

municipal departments.  

Western Cape Provincial Government     X Provincial treasuries and National Treasury.  
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Cacadu Municipality       

Nelson Mandela Bay Metropolitan 

Municipality 

     Did not respond specifically to this question.  

Intergovernmental Relations      [No rating] 

National and provincial Treasuries (oversight), the Accounting Standards 

Board, The Office of the AG, SALGA, DCOG, COGTA, IMFO 

Drakenstein Municipality  X    The use of External engineers to perform the componentisation of 

assets. 

General notes –  

1. Asset management is not seen as an integrated function across the 

institution affecting all departments, but seen as a function of the 

Finance Department. 

2. Due to the technicalities in GRAP Medium and Small Municipalities 

will always have to make use of external consultants to 

componentise assets, and perform other procedures such as asset 

verification, useful life assessments and impairment testing, that is 

unless certain technical points are simplified and proper 

unambiguous practical guidance developed. 

 

 



 
SUMMARY AND ANALYSIS OF WRITEN COMMENT ON ED 110 

                                 

84 
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RECEIVED ON THE POST-IMPLEMENTATION REVIEW – 

USER PERSPECTIVE 
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SUMMARY AND ANALYSIS OF WRITTEN COMMENT RECEIVED ON THE POST-IMPLEMENTATION REVIEW – USER PERSPECTIVE 

No. Comment  Analysis and response to comment Action 

Question 1 – Types of assets held by government 

Does the distinction of assets on this basis provide you with relevant information for accountability and decision-making?  

If yes, what decisions does this information inform?  

If no, please provide reasons why you believe that this distinction does not provide information that is relevant for accountability and decision-making, as well as what 

information you believe would achieve these objectives. 

1.1 Afrikaanse Taalmuseum 

 Yes, but does not affect decision-making for the ATM 

as such. 

Noted. No action required.  None.  

1.2  Free State Provincial Treasury – Department of Finance 

 Investors have to make decisions based on the 

financial statements, other spheres of government 

also make decisions that can be influenced by the 

financial statements of a municipality. 

See the response in Part I, 9.4.1 above.  
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1.3 Free State Provincial Treasury – IMESA 

 Yes but it could be better. With long lived 

infrastructure assets it is important to understand the 

age profile of the asset groups.   

GRAP17 focus areas are: 

1. Knowledge of Assets (responsibility – engineers) 

2. Condition Assessments (responsibility – 

engineers) 

3. Useful Life of Assets (responsibility – engineers) 

4. Impairment (responsibility – engineers) 

5. Componentization  (responsibility – engineers) 

6. Depreciation (responsibility – engineers & 

accountants) 

7. Risk Analysis (responsibility – engineers) 

NB. There is a need to standardize the above as the 

values differ from consultant to consultant. 

Noted. The objective of the financial 

statements is to reflect the economic value 

of assets and their consumption over time, 

and to provide information that facilitates 

accountability and decision-making by users 

of the financial statements.  

The operations of municipalities are asset-

intensive and, it is these assets that 

facilitate service delivery. Users of the 

financial statements may therefore find 

information about how assets are managed 

useful, particularly in the context of 

reviewing performance indicators.   

As a result, reporting on asset management 

in the annual report may enhance and 

complement the financial statements and 

performance information reported. The 

Secretariat will liaise with the National 

Treasury about the feasibility of producing 

such information in the annual report.  

Discuss to the OAG the possibility of developing 

reporting requirements for asset management, to be 

included in the annual report. 

1.4 City of Cape Town 

 Yes – It shows whether the City has a lot of other 

property type of investments that do not form part of 

Noted. No action required.  None.  
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their core service delivery assets. 

1.5 Western Cape Provincial Treasury – Local Government Unit 

 Yes, on how assets are being disclosed in the 

financial statements assist the users to have a 

knowledge and understanding on the value and 

amount of assets that are used in the operations and 

on the delivery of services and also the value of 

assets that are held otherwise.  

Distinguishing the different types of assets and 

understanding on why assets are held in the 

municipality assists on advising the municipality to 

make decisions that will improve its infrastructure 

base which will eventually enhance the quality life of 

local communities.   

Noted. No action required.  None.  

1.6 Department of Basic Education 

 GRAP 16: This standard aims to provide information 

about the Property, plant and equipment that are 

used by the entity to achieve its goals. GRAP 17: 

This standard aims to provide information about the 

Investment property including land and building that 

are held due to their potential increment in value. 

Yes distinguish the short-term from long-term. 

Noted. GRAP 16 and GRAP 17 reflect non-

current assets only. No action required.  

None.  
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Question 2 – Reflecting assets in the financial statements at a value 

Does reflecting all the assets owned or controlled by an entity on the statement of financial position provide information that is useful for accountability and decision-

making?  

If yes, what decisions or assessments has this informed?  

If no, please provide reasons why you believe that reflecting assets on the statement of financial position does not provide information that is useful for accountability 

and decision-making, as well as what information you believe would achieve these objectives. 

2.1 Afrikaanse Taalmuseum 

 Yes, but does not affect decision-making for the ATM 

as such.  Helped with the assessment of heritage 

assets under GRAP 103. 

Noted. No action required.  None.  

2.2  Free State Provincial Treasury – Department of Finance 

 The information assists in providing the information 

about the value for money that the asset is providing. 

Noted. No action required. None.  

2.3 Free State Provincial Treasury – IMESA 

 YES. This information allows all stakeholders and 

officers of the council to better understand the 

assets that deliver their community services.  

Their value and physical condition and the rate of 

their consumption. However there is a need to 

develop additional information as discussed in our 

Noted. See the response in 1.3 above.   
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answer to 8.1. 

The technical registers (from engineers) will provide 

more useful information about assets, e.g. condition 

of asset. 

2.4 City of Cape Town 

 Yes – it shows the value and amount of capital 

assets and infrastructure the City has invested in. If 

the City does not invest enough into capital 

infrastructure it will lead to a breakdown in future 

service delivery. 

Noted. No action required. None.  

2.5 Western Cape Provincial Treasury – Local Government Unit 

 Yes, reflecting all the assets owned and controlled 

by the municipality helps the user to be able to 

assess the extent to which infrastructure assets are 

fundamental to council‟s overall service delivery. 

Noted. No action required. None.  

2.6 Department of Basic Education 

 Showing an asset on financial position provides an 

indication of the resources that is available for 

business planning. 

Noted. No action required. None.  
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Question 3 – The use of valuing assets 

Has the choice of measurement basis used by an entity to report property, plant and equipment and investment property affected your assessments or decisions? If 

yes, how has the choice of measurement basis affected these assessments or decisions? 

Does the fact that entities have a choice of using cost or fair value affect your ability to assess accountability and/or make decisions about assets and to compare 

results across entities? 

3.1 Afrikaanse Taalmuseum 

3.1.1 No.  Noted. No action required. None.  

3.1.2 No. Noted. No action required. None.  

3.2 Free State Provincial Treasury – Department of Finance 

3.2.1 No response.  Noted. No action required. None.  

3.2.2 No. Noted. No action required. None.  

3.3 Free State Provincial Treasury – IMESA 

3.3.1 We have used a high level of componentization. 

This has allowed us to get a more accurate picture.  

We must concentrate on the CRC of an asset. 

Noted. The Standard only requires 

componentisation of components that are 

significant in relation to the cost of the 

asset.  

Noted. See the response to Part I, 3.6.1 
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above.  

3.3.2 The values used should be replacement cost /value 

in a „brownfields‟ environment. See later answers. 

  

If the asset is never likely to deliver the services 

required from it we can assess it. The use of Fair 

value allows one to distort the picture in terms of 

return on asset. 

Noted. See the response in 1.3 regarding 

the possibility of developing standardised 

guidance.  

Noted. Fair value may be more appropriate 

for assets such as land and buildings 

which have economic value, while 

replacement cost is more appropriate for 

infrastructure assets as their main purpose 

is to deliver services.  

None. 

3.4 City of Cape Town 

3.4.1 It would have been nice to have seen what the 

current market value of all the City‟s assets is. This 

inflated value could however have led to incorrect 

decisions based on those huge available surpluses. 

Noted. See the response in 3.3.2 above.   

3.4.2 No. Each method has its own advantages and 

disadvantages. 

Noted. No action required. None.  

3.5 Western Cape Provincial Treasury – Local Government Unit 

3.5.1 Measuring assets at fair value will in most cases 

increase the comprehensive revenue of the 

municipality and while measuring at cost less 

depreciation would cause a decrease in the surplus 

Noted. This is observation is relevant for 

investment property as fair value gains 

and losses are recognised in surplus or 

deficit. For property, plant and equipment, 

None.  



 
SUMMARY AND ANALYSIS OF WRITEN COMMENT ON ED 110 

                                 

92 

 

of the municipality.   

 

When comparing municipalities across the 

province, a non-uniformed measurement basis 

would make it difficult to perform comparisons in 

terms of financial performance and to determine the 

provincial average or similar size municipalities.  

any revaluation gains and losses are 

recognised in a reserve in the statement of 

changes in net assets.  

Noted. See the response in 3.3.2 above.  

3.5.2 Not necessarily, but on situations where 

municipalities would change the accounting policy 

on measurement of assets to take advantage of the 

gain of revaluation of assets if the municipality is 

trying to minimize its deficit. It is a challenge when 

comparisons have to be made across municipalities 

and to ascertain provincial average. 

Noted. See the responses in 3.5.1 and 

3.3.2 above.  

 

3.6 Department of Basic Education 

3.6.1 Analysis of reporting indicates whether an asset is 

appreciating or depreciating for the business 

decision making. 

Noted. No action required. None.  

3.6.2 Yes. Noted. No action required. None.  
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Question 4 – Depreciation and what it says about an asset 

 Does the recognition of depreciation, and the provision of information about how this is calculated, assist you in making assessments of, and make decisions about, 

the use, management and condition of assets?  

If yes, what information in particular has been useful? 

If no, please provide reasons why you believe that depreciation does not provide information that is useful for accountability and decision-making, as well as what 

information you believe would achieve these objectives. 

4.1 Afrikaanse Taalmuseum 

 Yes, it helps determine if an asset is worth 

upgrading or repair against replacing it with a new 

one by determining the cost and how useful it will 

be in the future. 

Noted. No action required. None.  

4.2  Free State Provincial Treasury – Department of Finance 

 No. Noted. No action required. None.  

4.3 Free State Provincial Treasury – IMESA 

 YES. Understanding the depreciation of assets 

enable one to really understand the true cost of 

service delivery.  

When we know the annual operating and 

maintenance costs and add these to the annual 

depreciation we know the real cost of service in 

Noted. See the response in 1.3 above.   
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current cost terms. 

If we add in the WACC return on the written down 

value of the asset we now better understand the 

true economic cost of service – the true 

intergenerational cost.  

Without this, many managers and users always 

assume that capital is free. It is not.  

Depreciation on a straight line is not accurate of 

infrastructure assets. It is better to concentrate on 

condition of assets. 

4.4 City of Cape Town 

 Yes. The disclosure about the useful lives and the 

depreciation for each period was useful. The 

depreciation figure is important as this represents 

the minimum level of capital investment necessary 

to maintain current asset levels. 

Noted. No action required. None.  

4.5 Western Cape Provincial Treasury – Local Government Unit 

 Yes to a certain extent depreciation is supposed to 

be a deduction from the surplus of the municipality 

and be reserved for the replacements of assets. 

Even though municipalities do depreciate their 

assets, some municipalities would still not have a 

Noted. The issue of funding for 

depreciation will be raised with the 

National Treasury.  

 

 

Discuss the issue of funding the replacement of assets 

with the National Treasury.  
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cash-backed capital replacement reserve. 

Alternatively, accumulated depreciation gives an 

indication of remaining useful life of the asset. For 

example, if the disclosed accumulated depreciation 

is 80% of the cost of the assets, then that gives you 

an indication of the remaining useful lives of the 

assets.  

 

 

Noted. No action required. 

 

 

 

None.  

4.6 Department of Basic Education 

 Depreciation reflects the amount of the assets that 

has been consumed during a particular reporting 

period. 

Noted. No action required. None.  

Question 5 – Impairment and what it says about an asset 

Does reflecting an impairment loss in the financial statements, along with information about how this is calculated, provide you with useful information about the 

condition of an entity’s assets?  

If yes, what information in particular has been useful? 

If no, please provide reasons why you believe that impairment does not provide information that is useful for accountability and decision-making, as well as what 

information you believe would achieve these objectives. 

5.1 Afrikaanse Taalmuseum 

 Yes.  Noted. No action required. None.  
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5.2  Free State Provincial Treasury – Department of Finance 

 No. Noted. No action required. None.  

5.3 Free State Provincial Treasury – IMESA 

 Impairment is vital in commercial enterprises with 

marketable assets. It is not as important for not for 

profit – public good infrastructure assets with long 

lives. Providing the valuation process records that 

faults or backlog maintenance outstanding (costs to 

restore) on the assets & its components then all 

requirements are met.  

Impairment is the decline in the future economic 

benefits of service potential of an asset over and 

above the consumption reported through 

depreciation. 

Engineers can supply useful information regarding 

impairment triggers. 

Noted. No action required. 

 

 

 

 

Noted. This information will be useful 

during the review of GRAP 21 and GRAP 

26 to be undertaken by the Board.  

None.  

 

 

 

 

 

 

 

 

Include in GRAP 21 and GRAP 26 review.  

5.4 City of Cape Town 

 Yes – Any major impairment would indicate that 

there could be a problem with the safeguarding of 

City assets. 

Noted. No action required. None.  



 
SUMMARY AND ANALYSIS OF WRITEN COMMENT ON ED 110 

                                 

97 

 

5.5 Western Cape Provincial Treasury – Local Government Unit 

 Yes, since future cannot be predicted the 

assumptions made today may not be valid 

tomorrow and may affect the projected returns on 

the assets. It gives an indication on the redundancy 

of the assets of the municipality and also an 

indication on the usefulness of these assets.  

Noted. The intention of impairment is to 

reflect long term changes in assets (value 

and/or capacity). This can be clarified 

during the review of GRAP 21 and GRAP 

26.  

Include in GRAP 21 and GRAP 26 review. 

5.6 Department of Basic Education 

 Impairment loss reflects the value of the assets that 

has reduced during a particular reporting period. 

Noted. No action required.  None.  

Question 6 – Disposals of assets 

Is the information provided in the financial statements sufficient to enable accountability over the assets disposed of by an entity during the year? If no, what other 

information would you find useful? 

6.1 Afrikaanse Taalmuseum 

 Yes.  Noted. No action required. None.  

6.2  Free State Provincial Treasury – Department of Finance 

 No. Noted. No action required. None.  

6.3 Free State Provincial Treasury – IMESA 
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 The disposals should be clearly shown. The key is 

identifying the actual residual value derived, or the 

final amount written off.  

Noted. See the response in Part I, 6.3 

above.  

 

6.4 City of Cape Town 

 Yes – Major disposals would indicate a possible 

problem in the City‟s asset life cycles. 

Noted. No action required. None.  

6.5 Western Cape Provincial Treasury – Local Government Unit 

 Yes, the information on disposals of assets is 

currently disclosed in the Notes to the AFS & 

Appendix on the financial statements. However it 

will also be useful to provide details (reasons) of 

disposal and specification of the method used to 

dispose the assets as the municipality has to 

consider sustainability implications associated with 

the disposal. 

Noted. See the response in Part I, 6.3 

above.  

 

6.6 Department of Basic Education 

 It will reflect the change in value of assets. eg. if 

you sell your fixed assets, then it will show an 

increase in the bank and decrease in disposed 

assets. 

Noted. No action required.  None.  
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Question 7 – Acquisitions of assets 

Is the information provided in the financial statements sufficient to assess the level of investment in new assets? If no, what other information would you find useful? 

7.1 Afrikaanse Taalmuseum 

 Yes.  Noted. No action required. None.  

7.2  Free State Provincial Treasury – Department of Finance 

 No. Noted. No action required. None.  

7.3 Free State Provincial Treasury – IMESA 

 This is adequate from an „actual investment level‟ 

perspective, but it does not tell the full picture. 

Unless we can understand the average annual 

renewal annuity (AARA) for the investment required 

to sustain the service levels required (renewal) or 

really meet the demand for new services then we 

don‟t have the full picture. By applying good SIAM 

[strategic integrated asset management]  principles 

and producing the future expenditure models and 

associated AARA‟s all stakeholders can better 

identify the funding gap that exists. 

Noted. See the response in 1.3 above.   
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7.4 City of Cape Town 

 Yes – This indicates the City‟s level of capital 

investment into future service delivery. 

Noted. No action required. None.  

7.5 Western Cape Provincial Treasury – Local Government Unit 

 Yes, the information on new additions on assets is 

disclosed in the financial statements seems to be 

adequate, as assets are acquired for service 

delivery, this information assists the user in 

understanding government spending priorities.  

Noted. No action required. None.  

7.6 Department of Basic Education 

 Yes, its important for potential investor to know 

these acquisitions if he/she want to invest in the 

company. 

Noted. No action required. None.  

Question 8 – Disclosures 

Do you use any of the additional information disclosed to assess accountability or inform decision-making? If yes, what assessments or decisions does this inform? 

Have you ever been in a position where you did not find the information that you needed to assess accountability or make decisions in the financial statements? Please 

provide sufficient detail about the information you needed, why you needed it and how you obtained this information.   



 
SUMMARY AND ANALYSIS OF WRITEN COMMENT ON ED 110 

                                 

101 

 

8.1 Afrikaanse Taalmuseum 

8.1.1 No.  Noted. No action required. None. 

8.1.2 No.  Noted. No action required. None.  

8.2  Free State Provincial Treasury – Department of Finance 

 No. Noted. No action required. None.  

8.3 Free State Provincial Treasury – IMESA 

8.3.1 Because GRAP 17 only really addresses value & 

depreciation and doesn‟t address Sustainable 

Infrastructure Asset Management (SIAM) issues 

which bring in the real cost of service provision. 

The truth is that very few organisations can ever 

fund full replacement cost depreciation. We need 

to be able to balance the levels of service provided 

with the ability to fund it. This requires an 

appropriate level of SIAM maturity that tells us the 

following :  

 Replacement Value  

 Written down replacement value  

 Annual Depreciation  

Noted. See the response in 1.3 above.  
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 Future Expenditure models for: 

o Renewal of existing assets  

o Maintenance of existing assets 

o Operations of existing assets 

o New Assets – Growth & Augmentations  

 Including Operations and maintenance  

 The Business Risk Exposure in $ terms if these 

investments are not made.  

It is nice to know the values of the first 3 points 

above, but it is the next items that are critical for the 

sustainable delivery of public services 

8.3.2 Yes. The key issue from my perspective has been 

related to the componentizations of the asset 

register and the variations in values being applied.  

Unless we understand the true condition and 

performance of components of assets we can 

never produce an accurate valuation, and more 

importantly can never undertake any meaningful 

SIAM activities. A minimum standard for asset 

registers should be developed.  

I also see unrealistic valuations being applied. The 

major issue relates to the values being applied 

from „greenfields‟ examples. That is the values 

Noted. See the response in 1.3 above.  

The possibility of developing standardised 

guidance for the following will be raised to 

the OAG:  

 Identifying the components of assets;  

 Valuing the components of assets, and 
replacement values.   

 

Discuss the possibility of developing standardised 

guidance to the OAG.  
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used are for building the asset from scratch in a 

greenfield. No existing assets in place or people or 

traffic etc. The reality is that we need to replace 

these assets in a „brownfields‟ environment. Try 

replacing a sewer or drain in a built up area. I 

firmly believe that we need a standard set of unit 

replacement values (to match the above registers) 

that can be applied across the country. This is a 

task that IMESA is trying to address.  

There are two important assessments that need to 

be done so that informed decisions can be made 

with regard to infrastructure, namely Level of Risk 

and Condition Assessment. 

8.4 City of Cape Town 

8.4.1 Yes – The info of the assets with zero book value 

but still in use is very interesting. This shows what 

level of assets are stretched beyond their intended 

life spans. 

Noted. See the response to Part 1, 8.1.1 

above.  

 

8.4.2 No. Noted. No action required.  None.  

8.5 Western Cape Provincial Treasury – Local Government Unit 

8.5.1 Yes, the information disclosed on finance leased 

assets, assists the user to link the finance lease 

liability to an actual asset. The disclosed 

Noted. No action required. None.  
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encumbered assets, assists the user to know which 

assets the municipality has placed a risk of loss on. 

8.5.2 No. Noted. No action required. None.  

8.6 Department of Basic Education 

8.6.1 Contingent liabilities Accruals Prepayments 

Irregular expenditure 

Noted. Information on contingent liabilities, 

accruals and prepayments are generally 

reported based on the reporting framework 

outlined in the Standards of GRAP. 

Reporting on irregular expenditure is a 

legislative reporting requirement and has 

been developed by the OAG. 

None.  

8.6.2 Bad debts.  Noted. Bad debts are reported in the 

financial statements as “Impairment of 

Financial Assets”.  

None.  

 

 

 


