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• Introduction 

•Asset capitalisation- GRAP.
•Practical Example.
•Disclosure Requirements.
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• GRAP STANDARDS 

• GRAP 3 - Accounting Policies, Changes in 
Accounting Estimates and Errors

• GRAP 17-Property Plant and Equipment
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Important Definitions

Property, plant and equipment are tangible items that:
(a)are held for use in the production or supply of goods or services, for 
rental to others, or for administrative purposes; and
(b)are expected to be used during more than one reporting period.

Useful life is:
(a)the period over which an asset is expected to be available for use by an 
entity; or
(b)the number of production or similar units expected to be obtained from 
the asset by an entity.
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Important Definitions

Recognition 

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.
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Infrastructure assets

Some assets are commonly described as “infrastructure assets”. While there 
is no universally accepted definition of infrastructure assets, these assets 
usually display some or all of the following characteristics:

(a)they are part of a system or network;
(b)they are specialised in nature and do not have alternative uses;
(c)they are immovable; and
(d)they may be subject to constraints on disposal.

Examples of infrastructure assets include road networks, sewer systems, 
water and power supply systems and communication networks.
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Initial costs
“although not directly increasing the future economic benefits or service 
potential of any particular existing item of property, plant and equipment, 
may be necessary for an entity to obtain the future economic benefits or 
service potential from its other assets”

Example : Transport, Import duties, levies , feasibility study costs, 
professional fees, costs of site preparation; initial delivery and handling 
costs; installation and assembly costs; costs of testing .
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Initial costs

• its purchase price, including import duties and non-refundable purchase 
taxes, after deducting trade discounts and rebates;

• any costs directly attributable to bringing the asset to the location and 
condition necessary for it to be capable of operating in the manner 
intended by management;

• the initial estimate of the costs of dismantling and removing the item 
and restoring the site on which it is located,
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Subsequent costs 

Repairs and Maintence 

Under the recognition principle an entity recognises in the carrying amount 
of an item of property, plant and equipment the cost of replacing part of 
such an item when that cost is incurred if the recognition criteria are met

The carrying amount of those parts that are replaced is derecognised in 
accordance with the derecognition provisions of this Standard
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Issues faced by Municipalities:

WIP and Capital conversion 

Capital project finances are complex and are made more complex with the use of 
cumulative certificates, which are very often misinterpreted.

The payments are difficult to check without a thorough knowledge of the methods 
used for developing them. 
This includes:
Calculation of retention and maximum retention
Materials on Site
Previous payments
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Solution:
Use or develop a system that test the inputs to the payment and confirms that all 
parameters are correct. ( No payments processed that have not been run through 
this system)

Ensure that the same system keeps a record of all capital project payments and is 
able to track expenditure against the contracted amount including any variations.

Ensure that the same system is able to report on Contract expenditure at FYE –
Contracts Register, Commitments Register, Retention Register.
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Capitalisation – Measurement 

• Important factors to consider when capitalizing infrastructure:

• Verification of Physical assets.
• Bills of quantities.
• As Built drawings.
• Completion Certificates – Practical Certificates.
• General ledger.- Track complete expenditure 
• WIP Register 
• Progress Reports

• What do you do if No Practical Certificate or Completion has been issued but 
infrastructure is being used? 

• What do you do if the project is abandoned ?
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Capitalisation – Measurement 
• Refer to practical example of work in progress capitalisation
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Capitalisation – Measurement 
• Refer to practical example of work in progress capitalisation
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Capitalisation – Measurement 
• Refer to practical example of work in progress capitalisation

Calculations of Culvert = Cost allocated on BOQ plus cost of additional 
expenditure not directly allocated to a structure. ( This split is done based 
on a ratio of total cost not allocated being – cost of Culvert divided by total 
cost allocated , multiplied by total cost unallocated.)

Cost of Culvert R1,049,613.42
Total cost  R1,444,241.20 
Ratio= 0.73
Unallocated cost  R1,151,743.88 
Total unallocated cost allocated to Culvert =  R837,038.74 
Thus total  R1,886,652.16 



Assets Capitalisation and Disclosure

Disclosure

The financial statements shall disclose, for each class of property, plant and 
equipment recognised in the financial statements:

• the measurement bases used for determining the gross carrying amount; 

• the depreciation methods used; 

• the useful lives or the depreciation rates used; 

• the gross carrying amount and the accumulated depreciation (aggregated with 
accumulated impairment losses) at the beginning and end of the period;
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Disclosure

a reconciliation of the carrying amount at the beginning and end of the period 
showing:
• additions;
• disposal;
• acquisitions through a transfer of functions between entities under common 

control, and  entities not under common control or a merger;
• increases or decreases resulting from revaluations ;
• impairment losses recognised in surplus or deficit;
• impairment losses reversed in surplus or deficit ;
• depreciation;
• the net exchange differences arising on the translation of the financial 

statements from the functional currency into a different presentation currency,
• other changes.( Transfer in and out) (Newly identified assets).(Donations).. etc
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Disclosure

The financial statements shall also disclose for each class of property, plant 
and equipment recognised in the financial statements:

• the existence and amounts of restrictions on title and property, plant 
and equipment pledged as securities for liabilities;

• the amount of contractual commitments for the acquisition of property, 
plant and equipment; and

• if it is not disclosed separately on the face of the statement of financial 
performance, the amount of compensation from third parties for items 
of property, plant and equipment that were impaired, lost or given up 
that is included in surplus or deficit.
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Disclosure

An entity shall disclose the following in the notes to the financial statements 
in relation to property, plant and equipment which is in the process of being 
constructed or developed:

• The cumulative expenditure recognised in the carrying value of 
property, plant and equipment. These expenditures shall be disclosed in 
aggregate per class of asset.

• The carrying value of property, plant and equipment that is taking a 
significantly longer period of time to complete than expected, including 
reasons for any delays.
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• The carrying value of property, plant and equipment where construction 
or development has been halted either during the current or previous 
reporting period(s). The entity shall also disclose reasons for halting the 
construction or development of the asset and indicate whether any 
impairment losses have been recognised in relation to these assets.

(Individually or in aggregate, for example per project, per class or another 
relevant basis.)

• An entity shall separately disclose expenditure incurred to repair and 
maintain property, plant and equipment in the notes to the financial 
statements.

• (an entity may include amounts paid to service providers, as well as 
amounts spent on materials and time spent by employees in repairing 
and maintaining the asset(s)
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• If items of property, plant and equipment are stated at revalued 
amounts, the following shall be disclosed:

• the effective date of the revaluation;
• the methods and significant assumptions applied in estimating the 

items’ fair values;
• the extent to which the items’ fair values were determined directly by 

reference to observable prices in an active market or recent market 
transactions on arm’s length terms or were estimated using other 
valuation techniques; and

• the revaluation surplus, indicating the change for the period and any 
restrictions on the distribution of the balance to owners of net assets.
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• capital work-in-progress

• ageing of projects included in capital work-in-progress

• long outstanding or relate to projects that have been stopped, and 
whether impairment has been considered.

(individually or in aggregate, for example per project, per class or 
another relevant basis)
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Question: 

• with regards to capitalisation of internal labour costs, should there be a 
distinction between idle, normal and overtime hours, especially with overtime in 
cases where it is planned overtime and in others where is it unplanned overtime?

• Long unclaimed Retention balances, is there a standard speaking to the write off 
these balances?



GRAP 11- Construction Contracts 

Question: 

• with regards to capitalisation of internal labour costs, should there be a 
distinction between idle, normal and overtime hours, especially with overtime in 
cases where it is planned overtime and in others where is it unplanned overtime?

• Long unclaimed Retention balances, is there a standard speaking to the write off 
these balances?



Thank You!


