
 

 

 

 

 

 

 

 

 

 

 

DUCHARME ARTICLE on ASB DIRECTIVE 11  

ONCE-OFF CHANGE FROM REVALUATION /  

FAIR VALUE MODEL TO COST MODEL 

 
When entities first adopted GRAP or specific standards of GRAP, decisions had to be made between the 

various accounting options allowed by these requirements.  For instance, at initial adoption of the relevant 

GRAP standards, entities had to make an accounting policy choice as to which measurement bases were 

to be applied to various assets.  
 

Below is an illustrative comparison of various measurement bases.  
 

Standard of GRAP 

Measurement bases 
GRAP 

Reference Cost 

model 

Fair value 

model 

Revaluation 

model 

GRAP 16:  Investment Property X X  GRAP 16.36 

GRAP 17:  Property, plant and equipment X  X GRAP 17.32 

GRAP 31:  Intangible Assets X  X GRAP 31.70 

GRAP 103:  Heritage Assets X  X GRAP 103.32 

 
In consideration of these various measurement bases, entities unfortunately did not have a practical 

understanding of the application and challenges related to each of the options available in terms of the 

GRAP standards. Subsequent to initial adoption, entities might have discovered that the inappropriate 

accounting policy choice was taken on initial adoption.  
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For example: 
 

Entity A adopted Standard of GRAP on 1 July 2008.  At initial adoption, the Revaluation model 

was elected as the measurement basis for their Property, plant and equipment: Infrastructure.  

Subsequently the entity discovered that reliable revaluation amounts were not available for such 

infrastructure. 
 

Entity B adopted Standards of GRAP on 1 April 2008.  At initial adoption, the Fair value model 

was elected as the measurement basis for their Investment property.  Subsequently the entity 

discovered that reliable fair values were not available for such properties. In terms of GRAP 16, a 

temporary change from the Fair value model to the Cost model was allowed, but then once 

reliable fair values became available GRAP 16 requires the application of the Fair value model 

once again as this was initially elected by Entity B. 
 

 

Directive 11:  Once-off change to cost model 
 

In 2014, the ASB issued Directive 11 ‘Changes in measurement bases following the initial adoption of 

Standards of GRAP’ to assist with this challenge, through provisions to change its accounting policy on a 

once-off basis.  In terms of Directive 11, entities are able to take advantage of the provisions for a “once-

off accounting policy change” within a period of three years following the latter of: 

 the expiry date of the transitional provisions applied on the initial adoption of the GRAP Standards, 

 the effective date of Directive 11 (i.e. financial statement periods commencing on or after 

1 April 2015).  In terms of Directive 11, earlier application is also permitted. 

 

In terms of the Standards of GRAP, a change in accounting policy is only allowed if: 

 per GRAP 3.13(a), is required by a Standard of GRAP; or 

 per GRAP 3.13(b), results in the financial statements providing reliable and more relevant 

information about the effects of transactions, other events or conditions on the entity’s financial 

position, financial performance or cash flows. 

 

Directive 11.05 states that the change in accounting policy as allowed by GRAP 3.13(b) can be applied, in 

that entities who initially adopted the fair value model or revaluation model may change to the cost model, 

as set out per the table below.  This once-off change will only be allowed when the entity made an 

inappropriate accounting policy choice on the initial adoption of the Standards of GRAP, allowing for a 

change from revaluation / fair value model to cost model. Thus for such once-off change from the fair 

value / revaluation model to the cost model, an entity need not prove that this change in accounting policy 

results in the financial statements providing reliable and more relevant information about the effects of 

transactions, other events or conditions on the entity’s financial position, financial performance or cash 

flows.     
 

Measurement basis 
Change in measurement basis 

allowed by GRAP 3 

Once-off change 

allowed by Directive 11 

Cost model 
Prior to the issue of Directive 11, an 

entity was only able to change from 

cost model to the revaluation/fair 

value model. 

This change had to be accounted for 

in terms of the normal provisions of 

GRAP 3 Accounting Policies, Changes 

in Accounting Estimates and Errors. 

Not applicable 

Fair Value model: 

GRAP 16 Investment Property 
Change to Cost model 

Revaluation model:  

GRAP 17 PPE 

GRAP 31 Intangible assets 

GRAP 103 Heritage Assets 

Change to Cost model 
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Applying Directive 11:  Changing to cost model 

Directive 11.06 states that if an entity elects to apply Directive 11, and change from the Revaluation / Fair 

value model to the Cost model, the requirements of GRAP 3 Accounting Policies, Changes in Accounting 

Estimates and Errors have to be applied (GRAP 3.21 to .22), since the once-off change will result in a 

change in accounting policy.  The impact thereof can be summarised as: 

 

1 

Transitional 

provisions 

GRAP 3.21 

Accounting for the change has to be done in accordance with the 

specific transitional provisions of the related asset GRAP Standard. 

 

2 

Retrospective 

application 

GRAP 3.24 – 3.29 

Retrospective application has to be applied.  Through this application, 

the cost model will be applied as if in use from the entity’s initial 

adoption of GRAP, resulting in adjustments to be made to the opening 

balances. 

This will have an impact on various line items such as asset cost, 

accumulated depreciation/amortisation, depreciation, amortisation, 

the accumulated surplus and the corresponding asset registers.  

Due consideration should also be made on the availability and detail 

of supporting documentation for the cost values used, especially in 

consideration of componentised assets such as infrastructure. Lack 

of sufficient documentation may negatively impact the external audit.  

3 
Disclosure 

GRAP 3.31 

Disclosure in terms of: 

a. the nature of the change in accounting policy; 

b. the reasons why applying the new accounting policy provides 

reliable and more relevant information; 

c. for the current period and each prior period presented, to the 

extent practicable the amount of the adjustment for each 

financial statement line item affected; 

d. the amount of the adjustment relating to periods before 

those presented, to the extent practicable; and 

e. if retrospective application is impracticable for a particular 

prior period, or for periods before those presented, the 

circumstances that led to the existence of that condition and 

a description of how and from when the change in accounting 

policy has been applied. 
 

 

For more information  

For more information as to GRAP assistance and support, give us a call or send us an email: 
 

 

Francois Conradie CA(SA) 
 

082 926 1780 
fconradie@ducharmeconsulting.co.za 

 

George Ducharme CA(SA) 
 

082 335 7319 
gducharme@ducharmeconsulting.co.za 

 

Luyanda Mbekeni CA(SA) 
 

083 261 9684 
lmbekeni@ducharmeconsulting.co.za 

 

 

 

 

 

 

 

As at issue of this article, the information in this article is correct in considerations of these matters. These may change over time with new 

requirements and information.  This article does not represent a legal opinion or professional advice, and it is advised that due consideration be given to 

all the applicable facts on the application of accounting standards, with necessary professional guidance, prior to its application. 

 


