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EXECUTIVE SUMMARY – ED 151 PROPOSED IGRAP ON RECOGNITION AND 
DERECOGNITION OF LAND  

This Executive Summary provides 

and overview of Exposure Draft 151 

on the proposed Interpretation of the 

Standards of GRAP on Recognition 

and Derecognition of Land  

 

 
Overview 

The Accounting Standards Board issued ED 151 Proposed Interpretation of the 

Standards of GRAP (IGRAP) on Recognition and Derecognition of Land in October 

2016. ED 151 outlines amendments made by the Board to the proposed Interpretation 

of the Standards of GRAP on Recognition and Derecognition of Land (ED 139) as a 

result of comments received during the public consultation process.  

 
Project objectives  

ED 151 applies to the initial recognition and derecognition of land in an entity’s financial 

statements. The proposed IGRAP lists indicators that an entity applies to assess control 

of land. 

Next steps  The proposals in ED 151 will be modified in the final document in the light of comment 

received from respondents during the comment process.  

Comment deadline 
The comment deadline is 15 December 2016.  
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Background to the project  

History  
 

In response to questions raised by respondents during the Post-implementation Review of the Standards of GRAP on 

Investment Property (GRAP 16) and Property, Plant and Equipment (GRAP 17), the Board agreed to develop an 

Interpretation of the Standards of GRAP (IGRAP) to provide guidance on whether land should be recognised by an entity 

based on legal title or on control, and when land should be derecognised from an entity’s financial statements. The Board 

issued a proposed IGRAP on Recognition and Derecognition of Land (ED 139) during December 2015 with comment due 

on 15 June 2016. The principles in this proposed IGRAP were based on the Framework for the Preparation and 

Presentation of Financial Statements, the IPSASB’s Conceptual Framework and the principles in existing Standards of 

GRAP. 

Following the comment received during the public consultation process on ED 139, the Board agreed to make a number 

of amendments to the proposed IGRAP. The Board believes that these amendments are necessary to respond to 

concerns raised by stakeholders, and to make the principles in the proposed IGRAP more precise and easier to apply. As 

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

Key amendments made to 
ED 139  

The key differences between ED 139 and ED 151 are as follows: 

 combining two of the indicators of control proposed in ED 139 into a single indicator;  

 proposing an effective date of 1 April 2019 for the proposed IGRAP;  

 proposing that an improvement to GRAP 13 on Leases, which was approved by the Board as part of its 2009 

Improvements Project, be aligned with the effective date of the proposed IGRAP;  

 clarifying the scope of the proposed IGRAP in relation to the measurement, presentation and disclosure 

requirements in accounting for land; and  

 clarifying that the disclosures required in the proposed IGRAP can be made in individually, in total, or for groups 

of land.  
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Overview of ED 151  

Scope 

What guidance is provided 
in the proposed IGRAP? 

The proposed IGRAP outlines principles that enable an entity to assess whether it controls land based on legal 

ownership or other rights.  

In addition, the proposed IGRAP also considers when an entity should derecognise land from its financial statements, 

and who should account for land where there is joint control of the land.   

What aspects are excluded 
from the scope of the 

proposed IGRAP?  

Assessing control of buildings and other structures is not addressed in the proposed IGRAP, as buildings and other 

structures on the land are accounted separately from the land.  

 

What guidance should be 
applied once control of land 
is, or is not, demonstrated? 

When control of land is demonstrated after applying the principles in the proposed IGRAP, the entity accounts for the 

land by applying the applicable Standards of GRAP to classify, initially and subsequently measure the land, and to 

present and disclose information to the users of the financial statements. The Standards of GRAP that are considered 

include the Standards of GRAP on Inventories, Investment Property, Property, Plant and Equipment or Heritage Assets. 

If control of the land is not demonstrated, the entity applies the applicable Standards of GRAP to derecognise the land 

from its financial statements where the land has been recognised as its asset. 
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Assessing control of land  

What are the indicators that 
are applied to assess 

control of land? 

An entity applies judgement in applying the following two indicators of control: 

(a) legal ownership; or 

Legal ownership refers to the registered title deed holder of the land or when a change in ownership is recorded by 

way of an endorsement on the existing title deed.  

(b) the right to direct access to land, and to restrict or deny the access of others to land. 

The right to direct access to land and to restrict or deny access, enables the entity to decide how, and by whom the 

land can be used. This right demonstrates an entity’s ability to direct the future economic benefits or service potential 

of the land. The right is not limited to restricting or denying physical access to the land. 

If one entity has the right to direct access to, and restrict or deny the access of others to land while another entity is the 

legal owner of land, substance over form determines that the land is controlled by the entity that has the right to direct 

access to land, and to restrict or deny the access of others to land. 

How are the indicators of 
control evidenced? 

The indicators of control are evidenced in a binding arrangement that is entered into between parties. The binding 

arrangement confers enforceable rights and obligations on the parties to the arrangement. A binding arrangement can be 

evidenced in several ways: 

(a) a contract concluded between the parties;  

(b) legislation, supporting regulations or similar means including, but not limited to  laws, regulation, policies, decisions 

concluded by authorities such as cabinet, executive committees, boards, municipal councils and ministerial orders; 

or  

(c) through the operation of law, including common law. 

The entity needs to assess, at each reporting date, whether there were any changes made to the binding arrangement 

that may impact its initial assessment of control of the land. 
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Assessing control of land  

Who controls land where 
one entity is the legal owner 

and another entity is the 
custodian of the land? 

The custodian’s responsibilities in terms of legislation or similar means involve acquiring the land, managing the land 

throughout its life cycle, and disposing of land subject to the relevant legislative requirements. These responsibilities 

therefore give the custodian the right to direct access to and restrict or deny access of others to land. As such the 

custodian, rather than the legal owner, controls the land.   

How should joint controlled 
land be accounted for? 

When joint control over land is established through a binding arrangement, the Standard of GRAP on Interests in Joint 

Ventures applies. 

Disclosures  

What information is 
disclosed in the financial 

statements? 

In addition to providing the disclosures required in other Standards of GRAP in relation to land, an entity that controls the 

land, but is not the legal owner or the custodian appointed in terms of  legislation, shall disclose: 

(a) the carrying value of land that is recognised in accordance with that relevant Standard of GRAP; and  

(b) key judgements made and assumptions applied to conclude that it controls the land.  

Where the entity is the legal owner or the custodian of the land, but concludes that it does not control the land, it shall 

disclose key judgements made and assumptions applied to conclude that it does not control the land. 

The disclosure requirements required in the IGRAP can be made in total, individually or for groups of land. 
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Transitional arrangements  

Should the IGRAP be 
applied prospectively or 

retrospectively? 

The IGRAP is applied prospectively to binding arrangements relating to land that exist on initial adoption. Any 

adjustments that result from the initial adoption are made against the opening balance of accumulated surplus or deficit. 

The IGRAP is also applied to any new land arrangements entered into after the IGRAP becomes effective.    

If the land’s acquisition cost 
is not known on the date of 
adoption, how should the 

land be valued? 

If the acquisition cost is not known on the date of adoption of the IGRAP, the entity can determine a deemed cost by 

applying Directive 7 The Application of Deemed Cost. 



EXECUTIVE SUMMARY         

ED 151 – RECOGNITION AND DERECOGNITION OF LAND  

7 
This Executive Summary has been prepared by the Secretariat of the ASB for information purposes only. It has not been reviewed, approved or otherwise acted on by the 
Board. 

 
 

How to access information 

Access information on the 

ASB and its work 

programme online 

Visit our website on www.asb.co.za 

: @ASB_SA 

: Accounting Standards Board 
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