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DEFINITIONS AND ABBRIVIATIONS

Asset: - means a resource, tangible or intangible, controlled by the entity as a result of past events
which is expected to last more for than twelve months and from which future economic benefits or

service potential are expected to flow to the entity.

Asset management: - means management of the assets of the municipal entity as required by

municipal legislation which inter alia includes the compilation and updating of a fixed asset register.

Class of Assets: - means a grouping of assets of a similar nature or function in an entity’s operations

that is shown as a single item for the purpose of disclosure in the financial statements.

Carrying Amount: - The amount at which an asset is included in the statement or financial position

after deducting any accumulated depreciation and any impairment losses thereon.

Chief Financial Officer: - Chief Financial Officer of Centlec or the official acting in that capacity.

Cost Price: - The amount of cash or cash equivalents paid or the fair value of the other consideration

given to acquire an asset at the time of its acquisition or construction.

Depreciation: This is the systematic allocation of the cost of use of an asset over its useful life.

Depreciable amount: - The cost of an asset, or other amount substituted for cost in the financial

statements, less its residual value.

Fair Value: - The amount for which an asset could be exchanged or a liability settled, between
knowledgeable, willing parties in an arm's length transaction.

FAR: - Fixed Assets Register preferably in computerized format and maintained strictly in accordance
with this policy, which shall reflect all the assets of the municipal entity and meet all the requirements
of GRAP 17.

GRAP: - Standards of Generally Recognised Accounting Practice.

MFMA: - Municipal Finance Management Act no. 56 of 2003.

IAS: - International Accounting Standards.
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Impairment: - An asset is impaired when the carrying amount exceeds its recoverable amount.
PPE: - Property, Plant & Equipment — These are tangible assets that are held for use in the production
or supply of goods or services, for rental to others, or for administrative purposes and are expected to

be used during more than one reporting period.
Residual value: - The estimated amount that the municipal entity would currently obtain from disposal
of the asset after deducting the estimated costs of disposal, if the asset were already of the age and

in the condition expected at the end of its useful life.

Recoverable amount: The estimated amount which the municipal entity expects to obtain for an asset

at the end of its useful life after deducting the expected costs of disposal.

SCM: - Supply Chain Management

Useful life: - the period over which an asset is expected to be available for use by the municipal entity,

or the number of production or similar units expected to be obtained from the asset by the entity.

Value in use: - Is the present value of estimated future cash flows expected to arise from the

continuing use of an asset and from its disposal at the end of its useful life.

LEGAL FRAMEWORKS APPLICABLE TO THE POLICY

This policy must comply with all relevant legislative requirement including:

- The Constitution of the Republic of South Africa, 1996

- Municipality Structures Act, 1998

- Municipal Systems Act, 2000

- Local Government Capital Assets Management Guidline, 2008

- Municipal Finance Management Act No 56 of 2003

It must also comply with standards specified by the Accounting Standards Board.

The relevant currently recognized accounting standards include:
- GRAP 17-Property,Plant and Equipment;
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- GRAP 16- Investment property;
- GRAP 21 and 26- Impairment of assets;
- GRAP 31- Intangible assets;
- GRAP 13- Leases;
- GRAP 12- Inventory;
- GRAP 11- Construction contracts and GRAP 100- Assets held for sale and discontinued
operations
And any GRAP standard that is applicable to assets.
This policy does not overrule the requirement to comply with other policies like supply chain or budget

policies.
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SECTION 1:OBJECTIVES

The Asset Management Policy provides direction for the management, accounting and control of

Property, Plant & Equipment (Fixed Assets) owned or controlled by the municipal entity.

SECTION 2:ROLE OF THE CHIEF EXECUTIVE OFFICER

As Accounting Officer of the municipal entity, the Chief Executive Officer shall be the principal
custodian of all the municipal entities fixed assets, and shall be responsible for ensuring that the fixed

asset management policy is scrupulously applied and adhered to.

The Chief Executive Officer or his duly delegated representative is responsible to:

e Ensure implementation of the approved Asset Management Policy as required in terms of section
63 of the Municipal Finance Management Act (MFMA).

o Verify assets in possession of the Entity, during the course of the financial year.

e Keep a complete and balanced record of all assets in possession of the Entity.

e Report in writing all asset losses, where applicable, to Entity.

e Ensure that assets are valued and accounted for in accordance with a statement of GRAP.

e Ensure that assets are properly maintained and safeguarded.

SECTION 3:ROLE OF THE CHIEF FINANCIAL OFFICER

The Chief Financial Officer shall be the custodian of the fixed asset register of the Municipal entity,
and shall ensure that a complete, accurate and up-to-date computerised fixed asset register is
maintained. No amendments, deletions or additions to the fixed asset register shall be made other
than by the Chief Financial Officer or by an official acting under the written instruction of the Chief

Financial Officer.

31 Asset Management Division

3.1.1  Shall ensure that complete records of asset items are kept, verified and balanced
regularly.

3.1.2 Shall ensure that all movable assets are properly tagged and accounted for.

3.1.3  Shall conduct an annual audit inventory by scanning selected movable assets and compare

this inventory with the Directorates asset sign offs. (See also 23.2)
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3.1.4 The asset verification report shall reflect any discrepancies between the articles found during
verification and the record referred to in the point above;

3.1.5 Shall ensure that the Fixed Asset Register is balanced annually with the general ledger and
the financial statements.

3.1.6 Shall ensure adequate bar codes to exercise the functions relating to asset controls are
available at all times.

3.1.7 Shall provide the Auditor-General or his personnel, on request, with the financial records
relating to assets belonging to Board as recorded in the Fixed Asset Register.

3.1.8 Shall ensure that all audit queries are resolved in a timely manner.

3.1.9 Shall ensure that the relevant information relating to the calculation of depreciation is
obtained from the Directorates and provided to the Finance Executive Manager in the
prescribed format.

3.1.10 Shall ensure that asset acquisitions are allocated to the correct asset code.

3.1.11 Shall ensure that, before accepting an obsolete or damaged asset or asset inventory item, a
completed asset disposal form, counter signed by the Asset Management Division, is
presented.

3.1.12 Shall ensure that a verifiable record is kept of all obsolete, damaged and unused asset or
asset inventory items received from the Directorates.

3.1.13 Shall compile a list of the items to be auctioned in accordance with their guidelines in the
Supply Chain Management (SCM) Policy.

3.1.14 Shall compile and circulate a list of unused movable assets to enable other Directorates to
obtain items that are of use to them.

3.1.15 Shall ensure that the Supply Chain Management is notified of any auctioning or disposing of

written-off asset or asset inventory items.

3.2 The General Manager: Budget Preparation & Reporting

3.2.1  Shall ensure that the capital budget as submitted by the Directorates is approved. A clear
description of the funding source is also required.

3.2.2 Shall release capital funds only after receiving written authority and a clear and concise
description of the item to be purchased as well as an allocated responsible person for this
asset.

3.2.1 Shall ensure that any changes in the capital budget, with regards to funds transferred or

project description changes are communicated to the Asset Management Division.
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3.3 The General Manager: Financial Management

3.3.1  Shall ensure that invoices authorized for payment are matched to the goods received note /
proof before processing such payment.

3.3.2 Shall ensure that all new asset acquisitions have been allocated assets/fleet numbers by the
Asset Management Division, before payments is made.

3.3.3 Shall if any doubt exists as to whether the invoice is in accordance with SCM policy, query
the payment with the relevant Directorate and shall not process a payment until the invoice

meets the SCM policy criteria.

3.4 Property Management

3.4.1 Shall ensure that when land and/or property acquisition and/or disposal the title deed number
and description of the asset shall be provided to the Manager Accounting Services as per

the relevant title deed.

3.5 Supply Chain Management

3.5.1 Shall procure and /or dispose of assets via auction or public tender or any other approved
method in accordance with the provisions in the Supply Chain Management (SCM) Policy.
3.5.2 To ensure that the Bid Adjudication / Bid Specification Committee must comply with and be

constituted in accordance with the prescription of the SCM policy.

SECTION 4:ROLE OF OTHER EXECUTIVE MANAGERS

4.1 Executive Manager: Corporate Services

4.1.1 Shall ensure that no monies are paid out on termination of employee services without
receiving the relevant asset return form signed off by the relevant department.
4.1.2 Shall ensure that every asset return form is counter signed by the Asset Management

Division before processing the termination of service.

4.2 All Directorates

4.2.1  Shall ensure that employees in their Directorates adhere to the approved Asset Management

Policies.

Page | 8



Centlec (SoC) Ltd - Asset Management Policy

4.2.2 Shall ensure that an employee with delegated authority has been nominated to implement
and maintain physical control over assets in the Directorate. The Asset Management
Division must be notified of who the responsible person/s is. Although authority has been
delegated, the responsibility to ensure adequate physical control over each asset remains
with the Executive Manager.

4.2.3 Shall ensure that assets are properly maintained in accordance with their respective asset
maintenance policies.

4.2.4 Shall ensure that the assets of the entity are not used for private gain.

4.2.5 Shall ensure that all their movable assets as reflected on the Fixed Asset Register are bar-
coded where possible.

4.2.6 Shall ensure that the Asset Management Division is notified of any changes in the status of
the assets under the Executive Manager’s control. This must be done on the prescribed
form and include the following:

(i) Movements/Disposals which relate to the transfer of assets (inter
Directorate transfers).

(ii) Changes in the estimated useful lives of assets for depreciation purposes.

(iii) Changes in depreciation methods to best reflect an assets pattern of use.

(iv) The identification of impairment losses on assets by following the procedures as
outlined in section 20 of this policy document.

4.2.7 Shall certify in writing that they have assessed and identified impairment losses on all assets
at year end.

4.2.8 Shall ensure that all obsolete and damaged asset items, accompanied by the relevant asset
form and attached disposal forms, are handed in to the Asset Management Division without
delay.

4.2.9 Shall ensure that the correct cost element and description are being used before authorizing
any requisitions.

4.2.10 Shall not procure any asset until the asset number is obtained, asset number allocated and
will ensure that assets are bar-coded by the Asset Management Division and insured by the
Finance Directorate.

4.2.11 the detailed projects as created must be categorized and clearly identified as follows:

(a) Tangible Assets
Immovable Assets:
e Infrastructure assets
e Buildings
e Land
e Asset under construction (Only an asset after completion)

¢ Investment Properties
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Movable Assets:

Bins and Containers
Emergency Equipment
Furniture and Fittings
Motor Vehicles

Office Equipment
Plant and Equipment
Other

(b) Intangible Assets (See Clause 11)

Computer programs
Licensing rights
Servitudes

Other

SECTION 5: DEFINITION OF AN ASSET

5.1 Definition of an Asset

An asset is a resource controlled by the municipal entity as a result of past events and from which

future economic benefits or service potential is expected to flow to the municipal entity. Alternatively

an asset can be described as a resource, tangible or intangible, controlled by the municipal entity

which is expected to last for more than twelve months and from which future economic benefits or

service potential will flow.

The definition has three components, which must all be satisfied in order to be classified as ‘an asset'

in an accounting sense. They are relevant to all forms of assets:

5.1.1 The municipal entity has the capacity to control the service potential or future economic

benefits of the asset, that it has control of the economic benefits or service potential of the

asset rather than 'physical' control;

5.1.2 The service potential or future economic benefits arose from past transactions or events

existing on reporting date (that is future assets cannot be recognised in the financial

statements); and

5.1.3 The asset has future service potential or economic benefit for the municipal entity. The future

economic benefit embodied in an asset is the potential to contribute, directly or indirectly, to
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the flow of cash and cash equivalents to the municipal entity. The potential may be a
productive one that is part of the operating activities of the municipal entity. It may also take
the form of convertibility into cash or cash equivalents or a capability to reduce cash outflows,
such as when an alternative process lowers the costs of providing a service.

5.1.4 Service potential is thus the capacity of an asset, singularly or in combination with other
assets, to contribute directly or indirectly to the achievement of an objective of the municipal
entity.

5.1.5 An asset held under a finance lease, if it meets the remaining criteria of a fixed asset, shall
be so recognized, as the municipal entity has control over such an asset even though it does
not own the asset.

5.2 Role of Assets

5.2.1 The role of assets is to support the delivery of a service to the public. Assets should exist to

support programme delivery.

SECTION 6:FORMAT OF THE FIXED ASSET REGISTER

6.1 Format

The fixed asset register shall be maintained in the format determined by the Chief Financial
Officer, which format shall comply with the requirements of any accounting requirements
which may be prescribed.

Without in any way detracting from the compliance criteria mentioned in the preceding
paragraph, the fixed asset register can reflect the following where management considers it
necessary to provide a true reflection of the entities asset situation ( all the below listed

criteria will not always be applicable):

a) a brief but meaningful description of each asset

b) the date on which the asset was acquired or brought into use

c) the location of the asset

d) the department(s) or vote(s) within which the assets will be used
e) the title deed number, in the case of fixed property

f) the stand number, in the case of fixed property

g) where applicable, the identification number
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h) the original cost, or the revalued amount determined in terms of this policy or the fair value

if no costs are available

i) the (last) revaluation date of the fixed assets subject to revaluation

i) the revalued amount of such fixed assets

k) particulars of the person who did the (last) revaluation

1) accumulated depreciation to date

m) the depreciation charge for the current financial year

n) the carrying value of the asset

0) the method of depreciation

p) Estimated lifespan of the asset

q) impairment losses incurred during the financial year (and the reversal of such losses,

where applicable)

r) the source of financing

s) the current insurance arrangements

t) whether the asset is required to perform basic services

u) whether the asset has been used to secure any debt, and — if so — the nature and duration

of such security arrangements

V) the date on which the asset is disposed off
w) the disposal price
X) the date on which the asset is retired from use, if not disposed-off.

All Executive Managers under whose control any fixed asset falls shall promptly provide the
Chief Financial Officer in writing of any information required to compile the fixed asset
register, and shall promptly advise the Chief Financial Officer in writing of any material

change which may occur in respect of such information.

A fixed asset shall be capitalised, that is, recorded in the fixed asset register, as soon as it is
acquired and when it is available for use in the manner intended by management. If the
asset is constructed over a period of time, it shall be recorded as work-in-progress until it is
available for use in the manner intended by management, where after it shall be appropriately

capitalised as a fixed asset. Due to the duration, complexity and lengthy commissioning

processes the projects assets will be recognised at the end of each financial year.

A fixed asset shall remain in the fixed asset register for as long as it is in physical existence.
The fact that a fixed asset has been fully depreciated shall not in itself be a reason for writing-

off such an asset.
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6.2 Different categories within FAR

6.2.1 The Fixed Asset Register (FAR) for the entity will contain the following types of assets

categorized as tangible assets (movable and immovable)and intangible assets.

Tangible Assets

(a) Immovable Assets:

e  Electrical Infrastructure assets
e Land and Buildings
e Investment properties

. Other assets

(b) Movable Assets:
e  Office Equipment
e  Furniture and Fittings
e  Emergency Equipment
e  Motor Vehicles
e Plant and Equipment
e  Other

(c) Intangible Assets (See Section 11)

Computer programs

Licensing rights
Servitudes
Other

6.2.2 General:

(@) The FAR will consists of all the asset master records of movable assets capitalised.
These assets will be implemented with effect from approval of policy or immediately

after formalization of the FAR.

(b)  Immovable assets on the FAR will not be physically numbered with barcode labels but

will have a unique master record number.
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(c) Capital work-in-progress or incomplete construction work is stated at historic cost.

Deprecation only commences when the asset is available for use.

SECTION 7:CLASSIFICATION AND IDENTIFICATION OF PROPERTY, PLANT AND
EQUIPMENT (FIXED ASSETS)

71 Classification

In compliance with the requirements of National Treasury and accounting standards the
Chief Financial Officer shall ensure that all fixed assets are classified under the following
headings and Executive Manager shall in writing provide the Chief Financial Officer with such

information and assistance as is required to compile a proper classification:

Cost Model

Motor vehicles and office equipment are measured at cost less accumulated depreciation

and accumulated impairment losses.

Revaluation Model

Land, buildings and Plant and machinery are measured at revalued amounts, being the fair
value at the date of revaluation less any accumulated depreciation and accumulated
impairment losses. The costs of the day-to-day servicing of property, plant and equipment

are recognised in surplus or deficit as incurred.

(a) Property, Plant and Equipment

e Land (not held as investment assets);

e Buildings excluding buildings classified as investment assets, buildings classified as
Heritage assets and buildings utilised in contributing to the community’s well-being
(Clinics, libraries etc.).

e Infrastructure assets are defined as any asset that is part of a network of similar assets.
These assets usually display some or all of the following characteristics:

— They are part of a system or network,

— They are specialized in nature and do not have alternative uses,
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— They are immovable, and

— They may be subject to constraints on disposal.

Infrastructure can be considered as a single asset or more usefully as a collection of different
assets. Each individual asset shall be measured at its own cost and own lifespan, which will

influence the depreciation of such an asset.

e Capital Finance Lease assets are defined as assets financed by a Finance Lease if it is
identified as such in terms of the requirements of GRAP 13.
e  Other assets are defined as assets utilised in normal operations. Examples are plant

and equipment, motor vehicles and furniture and fittings.

(b) Investment Property

Investment properties are defined as properties that are acquired/held for economic and
capital gains.

The Chief Financial Officer shall adhere to the classifications indicated in the annexure on
fixed asset lives (see Annexure A below), and in the case of a fixed asset not appearing in
the annexure shall use the classification applicable to the asset most closely comparable to

the asset in question.

7.2 Identification

7.2.1 The Chief Executive Officer shall ensure that the municipal entity maintains a fixed asset
identification system which shall be operated in conjunction with its computerised fixed asset

register.

7.2.2 The identification system shall be determined by the Chief Executive Officer, acting in
consultation with the Chief Financial Officer and other Executive Managers, and shall comply
with any legal prescriptions, as well as any requirements of the Auditor-General, and shall

be decided upon within the context of the municipal entity's budget.

7.2.3 Every Executive Manager shall ensure that the asset identification system approved for the
municipal entity is scrupulously applied in respect of all fixed and movable assets controlled or used

by the directorate in question.
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7.3 Verification

7.3.1 The Asset Management Division shall at least once during every financial year provide
all Executive Managers with a comprehensive list of assets which is registered under

their control.

7.3.2 Every Executive Manager shall be responsible for verifying this list with the assets under
their control and investigate any discrepancies arising out of the asset verification
exercise. The Executive Manager of each Directorate will be required to sign and date a
declaration stating that the list of assets verified for his/her Directorate is complete &

accurate except for the discrepancies as reported to the Asset Management Division.

7.3.3 Verification of Moveable Assets

e All the entity’s moveable assets should be verified and counted twice a year (Bi-Annually),

on a need basis there should be monthly counts building up to bi-annual count.

7.3.4  Verification of Immovable Assets

e For new assets, they should be verified for existence and operation immediately after the

completion certificate has been issued.

e All assets that are fully depreciated by year-end (Zero Value) should be verified to determine the

conditions and the need for re-valuation based on the condition of the asset.

e All the remaining assets will be verified by the Maintenance Department on behalf of Asset
Management Division during maintenance checks and provide the details to Asset

Management Division on conditions of the assets.

7.4 Safekeeping

7.4.1 Section 63 of the Municipal Financial Management Act (Act no 56 2003) determines that the
accounting officer of a municipal entity is responsible for the management of the assets of

the municipal entity, including the safeguarding and the maintenance of those assets.

7.4.2 Section 78 of the Municipal Financial Management Act (Act no 56 2003) determines each

senior manager of a municipal entity and each official of a municipal entity exercising
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financial management responsibilities must take all reasonable steps within their respective
areas of responsibility to ensure that the assets and liabilities of the municipal entity are
managed effectively and that assets are safeguarded and maintained to the extent
necessary. A senior manager or such official must perform the functions subject to the

directions of the accounting officer of the municipal entity.

7.4.3 Every Executive Manager shall be directly responsible for the physical safekeeping of any

fixed asset controlled or used by the Directorate in question.

7.4.4 In exercising this responsibility, every Executive Manager shall adhere to any written
directives issued by the Chief Executive Officer to the Directorate in question, or generally
to all Directorates, in regard to the control of or safekeeping of the municipal entity's fixed

assets.

SECTION 8: DONATED/BEQUEATHED ASSETS

8.1 Definition
An item donated or bequeathed to the entity or acquired by means of an exchange of assets
between the entity and one or more other parties shall be recorded in the fixed asset register
only if it subscribe to the definition of an asset as set out in section 5 above.

8.2 Disclosure of Donated/Bequeathed Assets
Donated assets will be disclosed in the Statement of Financial Position at fair value less
accumulated depreciation at date of acquirement. Fair value being what the asset would cost
in the open market at the date of acquirement. If there is no open market for such assets the

depreciated replacement value will be applied to determine fair value.

The transaction of acquirement will reflect on the Statement of Changes to Net Assets as

“Assets Donated/Bequeathed”

8.3 Budgetary requirements

The same budget requirements as for other fixed assets are applicable.
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SECTION 9: INTANGIBLE ASSETS

9.1

9.11

9.1.4

Definition

Items belonging to the category ‘intangible’ do not have a physical form and meets the

identification criterion in the definition of an intangible asset when it:

is separable, i.e. is capable of being separated or divided from the municipal entity and sold,
transferred, licensed, rented or exchanged, either individually or together with a related

contract, asset or liability; or

arises from contractual or other legal rights (excluding rights granted by statute), regardless
of whether those rights are transferable or separable from the municipal entity or from other

rights and obligations.

Creation of servitudes by way of legislation:

The entity receives certain rights regarding the creation of servitudes through legislation. For
example a municipality may declare servitudes to be registered over certain parts of the land that
falls within the boundaries of the proclaimed township so that the municipal entity can install

infrastructure to provide basic services.
No compensation is required to the landowner for servitudes granted to the municipal entity in
terms of legislation. However costs may be incurred to register the servitudes with the Deeds

Office.

Servitudes granted under these conditions do not meet the ‘identifiable’ criteria because it cannot

be sold, transferred, rented or exchanged freely and are not separable from the municipal entity.

They arise from rights granted in statute, as indicated earlier, are specifically excluded from the

‘identifiable’ criteria.

The cost incurred to register these servitudes (if any) will be expensed and it should not be

capitalised in accordance with GRAP 31.

Creation of servitudes by way of acquisition (including an agreement):
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A municipal entity may need a specific piece of land to install infrastructure, e.g. power cables.
Where the landowner is compensated for the rights received associated with the land, the

registered servitude may be accounted for as an intangible asset.

Servitudes granted under these conditions meet the ‘identifiable’ criteria as they arise from
contractual or other legal rights that are acquired through a binding arrangement rather than by

statute.

The cost incurred to acquire the servitude (i.e. the compensation paid to the land owner) and any
additional costs allowed by GRAP 31 (i.e. costs to bring the asset to the condition and location as

intended by management) will be capitalised at initial recognition in accordance with GRAP 31.

Examples of intangible items are:
e  Computer software (excluding operational software like windows);
e Licensing rights;

. Servitudes.

9.2 Recognition and measurement

Intangible items are initially recorded at their cost price. Where an intangible asset is acquired
at no cost, or for a nominal cost, the cost shall be its fair value as at date of acquisition. After
initial recognition, the municipal entity shall choose either the cost model or the revaluation

model as its accounting policy.

If an intangible asset in a class of revalued intangible assets cannot be revalued because
there is no active market for this asset, the asset shall be carried at its cost less any

accumulated amortization and impairment losses.

Servitudes are recognised when the assets meet the definition and recognition criteria of an
intangible asset. Otherwise the expenditure incurred is recognised as an expense in surplus

or deficit.

Servitudes are initially recognised at cost (or at fair value if acquired for no cost or nominal
consideration).

Only cost incurred to bringing the asset to its location and condition as intended by
management can be capitalised.

Page | 19



Centlec (SoC) Ltd - Asset Management Policy

9.3

9.4

Servitudes are subsequently measured in accordance with the revaluation model.

Cost model

An intangible asset shall be carried at its cost less any accumulated amortisation and any

accumulated impairment losses.

Revaluation model

An intangible asset shall be carried at a revalued amount, being its fair value at the date of
the revaluation less any subsequent accumulated amortization and any subsequent

accumulated impairment losses.

There is no amortization on servitudes as land is not depreciated. The revalued amount is
taken to the revaluation surplus in net assets (except in the case of reversals). The
revaluation amount will not be determined by an independent valuation, but will be revalued
in conjunction with the valuation roll. Costs previously expensed cannot be capitalised

subsequently.

Useful life

The municipal entity shall assess whether the useful life or service potential of an intangible
asset is finite or indefinite and, if finite, the length of, or number of production or similar units
constituting, that useful life. An intangible asset shall be regarded by the entity as having an
indefinite useful life when, based on an analysis of all of the relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows

or service potential for the entity.

An intangible asset with a finite useful life is amortised and an intangible asset with an

indefinite useful life is not.

Retirements and disposals

An intangible asset shall be de-recognised on disposal; or when no more future economic

benefits or service potential are expected from its use or disposal.
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9.5 Review of useful life assessment
The useful life of an intangible asset that is not being amortised shall be reviewed each
financial period to determine whether events and circumstances continue to support an
indefinite useful life assessment for that asset.

9.6 De-recognition

An asset is de-recognised when it is disposed of or when no future economic benefits or

service potential is expected. Any gain or loss is recognised as surplus or deficit.

SECTION 10: CAPITALISATION CRITERIA

10.1 All asset acquisitions that complies with the definition of PPE.

All items of PPE acquired that comply with the fixed asset definition must be capitalised in
the FAR at cost and be provided for on the capital budget. These items will be bar-coded

(when moveable).

10.2 Group Assets

Are assets of a similar nature and usually purchased as a group.

Group items identified are for example:

e  Furniture and equipment items.

All group asset purchases will not be tagged but must be capitalised on the Fixed Asset

Register as a group and provided for on the capital budget.

Fixed assets with a cost or value of R 1 000 or more per unit depending on the nature of the
asset should be capitalized and recorded in the Fixed Asset Register and depreciated over
its useful life. All assets purchased below R 1 000 will not be capitalized unless the asset
has a useful life of more than one year and meets the recognition criteria of an asset. If the
item has a cost or fair value lower than this capitalization benchmark, it shall be treated as
an ordinary operating expense and written off to the statement of financial performance as

Inventory Asset on purchase and will not be recorded on the Fixed Asset Register.
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Financial Management Division shall, however, ensure that any item with a value less than
R 1 000 (Excl. VAT), and with an estimated useful life of more than one year, shall be
recorded on a separate register as attractive items. Every Executive Manager shall
moreover ensure that the existence of items recorded on such stock sheets is verified from
time to time, and at least once in every financial year, and any amendments which are made

to such stock sheets pursuant to such stock verifications shall be retained for audit purposes.

SECTION 11: CALCULATION OF CAPITALISATION COST OF ASSETS

11.1

Initial Cost

An item of property, p