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Approved Minutes of the Meeting of the 
IPSASB CONSULTATIVE ADVISORY GROUP 

Virtual Meeting 

Held on June 14, 2021 

1. Attendance, Opening Remarks and Approval of Minutes (Agenda Item 1) 

 Members  

Present: Thomas Müller-Marqués Berger (Chair) 
Rosa Aldea Busquets 
Janique Caron  
Kathryn Cearns 
Anwaruddin Chowdhury 
Adnan Chughtai 
Fabienne Colignon 
Tiago Joanaz de Melo 
Paul Gisby 
Inge Grässle 
Chai Kim 
Jeanette Makgolo 
Gustavo Adolfo Smith Mansilla  
Firmansyah Nazaroedin 
Isabell Nehmeyer-Srocke 
Kevin Page 
Karen Sanderson 
Geoffrey Simpson 
Agnieszka Stachniak 
Frans van Schaik 
Sheila Weinberg 
Timothy Williamson 
Samih Yousef 
Qi Zhang 

 

Apologies: Hans-Christian Mangelsdorf  

 IPSASB Staff 

Present: Ian Carruthers, IPSASB Chair 
Amon Dhliwayo, IPSASB 
João Fonseca, IPSASB 
Edwin Ng, IPSASB 
Ross Smith, IPSASB 
Joanna Spencer, IPSASB 
John Stanford, IPSASB 
Eileen Zhou, IPSASB 
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Staff Apologies: Dave Warren, IPSASB 

The IPSASB Consultative Advisory Group (CAG) Chair, Mr. Müller-Marqués Berger welcomed the 
members of the IPSASB CAG to the CAG virtual meeting.  

The minutes of the December 07, 2020, CAG meeting were approved.  

2. IPSASB Program and Technical Director’s Report on Work Program / CAG 
Report Back (Agenda Item 2) 

IPSASB Program and Technical Director, Ross Smith, updated the CAG on the progress of ongoing 
projects and provided an overview of significant changes to the current work program since the 
December 2020 CAG meeting. 

The CAG members commented as follows: 

• Mr. Müller-Marqués Berger indicated the Institute of Accountants in Germany noted the number 
of EDs out for comment might result in ED79 receiving fewer comments because it is viewed 
as less controversial. 

• Ms. Cearns agreed and warned that her jurisdiction could also find it difficult to respond to all 
EDs. 

• Mr. Smith reminded CAG members the IPSASB extended the consultation period from 4 to 
6 months because these EDs were issued as a package. 

Mr. Smith informed the CAG the IPSASB is expecting to approve the Mid-Period Work Program 
Consultation at the June 2021 IPSASB meeting. Mr. Smith thanked the CAG for its input to the 
document. The IPSASB will hold several regional virtual roundtables, work with regional partners and 
engage constituents in various parts of the world and use their inputs to finalize the document.  

Mr. Smith also noted that responses to IPSAS 5, Borrowing Costs-Amendments to Non-Authoritative 
Guidance supported the proposals to add additional public sector specific non-authoritative examples 
to the current standard. The IPSASB intends to approve these non-authoritative changes at the 
June 2021 IPSASB meeting. 

The CAG members had no further comments.  

3. Natural Resources (Agenda Item 3) 

IPSASB Principal, Edwin Ng, introduced Agenda Item 3, covering two issues:  

• Recognition and disclosure:  
o Provided an overview of the IPSASB’s revised general description of natural resources; 

and clarified that those activities related to natural resources such as development of the 
natural resource or the cost of extracting these resources are distinct and accounted for 
separately from the underlying natural resource; and 

o Proposed that an item is recognized as an asset in the financial statements if it meets 
the description of natural resources and satisfies the recognition criteria. Information on 
these items should be disclosed if the items do not meet the recognition criteria but fit 
into the description of natural resources1. 

• Measurement of natural resources: 

 
1  The Natural Resources Task Force (Task Force) has not yet decided whether the items should be disclosed in the notes to 

the financial statements or as supplementary information in an entity’s broader GPRFs. 
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o The IPSASB Conceptual Framework identifies two sources of uncertainty that are 
relevant in the recognition of an element: uncertainty over the existence of an element 
and measurement uncertainty.  

Mr. Ng asked CAG members to consider the following questions for issue 1: 

• Question 1 – Do you agree with the proposed general description of natural resources? 
• Question 2 – Do you foresee any challenges with the proposed approach over recognized and 

unrecognized natural resources? 
• Question 3 – Do you agree that the main challenge regarding the accounting for natural 

resources is the impact of existence on their recognition? 

The CAG members commented on Question 1 as follows: 

• Ms. Cearns supported the description but cautioned there could be a risk of confusing the 
description and the criteria for recognition. It was important to keep testing the description.  

• Ms. Colignon commented the natural resources project is important from a public interest 
perspective. However, Ms. Colignon cautioned that the three proposed attributes of natural 
resources in the general description may leave the scope widely open. For example, Ms. 
Colignon questioned how reliable the assessment of the service potential (or of the generation 
of economic benefits) of a natural item may be.  

• Mr. Chowdhury suggested adding “subject to depletion” to the “remains in its natural state” 
criterion. 

• Mr. Ng responded that depletion is not included in the general description of natural resources 
because only when a resource is no longer in its natural state, is it depleted (based on existing 
IPSAS literature). For example, ore that is extracted becomes inventory and the guidance of it 
is in IPSAS 12, Inventories.  

• Mr. Williamson supported the description of natural resources. Mr. Williamson also asked what 
the consequences of the description of natural resources were to accounting for items such as 
carbon assets. Once the distinction is made, how are these items brought into the financial 
statements? 

• Mr. Müller-Marqués Berger concurred that there are instances where items are changing from 
naturally occurring to non-naturally occurring when they are harvested and vice versa and 
questioned how this distinction is made?  

• Mr. van Schaik supported the description but questioned why the draft CP was only limited to 
subsoil resources, living resources and water. Mr. van Schaik advised that the draft CP should 
provide guidance on solar energy and wind power because these are important sustainable 
resources.  

• Mr. Carruthers responded the draft CP provides the generic description of natural resources 
and separate chapters on accounting for subsoil resources, living resources and water. The 
general principles could possibly be applied to other types of natural resources. The project 
also focuses on the natural resources that could be recognized and not recognized in the 
financial statements.  

• Mr. Simpson noted that the second attribute, “remains in its natural state” should be changed 
to “is in its natural state” because the word, “remains” could be misinterpreted. Mr. Simpson 
added that it is very difficult to determine what “human intervention” is for these types of natural 
resources. For example, water never changes, it is just moved around and certain parts of a 
forest could be impacted by human intervention, and some forests may have been planted 
many years ago. 

• Mr. Müller-Marqués Berger concurred and enquired whether water in artificial lakes fit the 
description of natural resources and whether human intervention occurs when water in rivers 
is redirected. 
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• Ms. Kim questioned the usefulness or applicability of the attribute, ”remains in natural state”. 
The attribute could only be applicable for subsoil resources and maybe not so applicable for 
living resources and water. Ms. Kim asked whether cultural tourism impact the ability of the 
natural resource to remain in its original natural state. Ms. Kim encouraged the development of 
examples to clarify the meaning of the “is in its natural state”. 

• Mr. Zhang supported the description but questioned the usefulness of information on natural 
resources in financial statements. Some natural resources such as mineral reserves can 
generate economic benefits. However, in many circumstances, natural resources may be 
preserved for environmental and ecological protection. Such natural resources may satisfy the 
description, but their monetary value may not be easily reflected in the service potential. Mr. 
Zhang advised that the measurement model and bases to value such natural resources should 
be carefully determined. 

• Mr. Ng responded that water is in its natural state when it is free flowing including evaporation 
and seepage. Water is taken out of its natural state when it is no longer free flowing. For 
example, water in dams or artificial lakes could still be in its natural state because the water is 
moving, evaporating. Water is no longer in its natural state when its in storage tanks and 
treatment facilities. 

• Ms. Nehmeyer-Srocke supported the description and advised that more illustrative guidance is 
needed to elaborate what is a natural resource and what is not a natural resource because it is 
not always clear. 

• Mr. Yousef also supported the description and concurred that more illustrative examples are 
needed. For example, is fresh water, salt in the water and fish in the sea, natural resources?  

• Ms. Cearns advised that the boundary between agriculture assets and natural resources should 
be explored to ensure that the distinction is clear.  

• Ms. Sanderson supported the description and cautioned that the scope, boundaries and the 
intersection between mankind, human intervention and natural resources were complex areas 
that needed to be considered. For example, is a forest planted 100 years ago a natural 
resource?  

• Mr. Smith Mansilla supported the description. He advised that the CP should provide guidance 
on what happens when new species are introduced into an ecosystem. Specifically, when their 
origin had human intervention and the new species integrates into nature.  

• Ms. Caron supported the description because it distinguishes natural resources and inventory. 
Ms. Caron advised that examples will also be critical to clarify the distinction.  

The CAG members commented on Question 2 as follows: 

• Ms. Colignon asked how the IPSASB would draw the line to determine those unrecognized 
natural resources that will be disclosed in the notes to the financial statements and the broader 
general purpose financial reports (GPFRs) and those unrecognized natural resources that will 
not be disclosed. For example, should all rivers be disclosed in financial statement notes or 
GPFRs because they fit in the general description of natural resources?  

• Ms. Sanderson supported the approach that those items that meet the definition of an asset 
should be in the statement of financial position. Ms. Sanderson added items that fit the 
description of natural resources and do not satisfy the recognition criteria should be part of the 
GPFRs in other reports. Ms. Sanderson cautioned that it could be onerous to disclose every 
river and stream. 

• Mr. Gisby acknowledged that disclosures promote stewardship and reduce the possibility for 
expropriation. However, he cautioned there are costs and practical constraints to recognizing 
natural resources because of inherent uncertainties (existence uncertainty and measurement 
uncertainty). Disclosing these resources increases the perception that the natural resources 
are available to be exploited.  
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• Ms. Stachniak advised that unrecognized natural resources should be disclosed in the notes to 
the financial statements. The disclosure of these unrecognized natural resources should be 
limited to addressing the issues relevant to financial reporting to avoid disclosure overload.  

• Ms. Cearns concurred that disclosure of natural resources could be onerous. Ms. Cearns added 
the uncertainty around natural resources is not limited to existence. The next stage in deciding 
whether the definition of an asset is met is also important. For example, it may also be difficult 
to determine control and past event arising from control.  

• Ms. Weinberg cautioned about including natural resources in the statement of financial position. 
For example, elected officials could take credit for the natural resources that are recognized or 
disclosed. Elected officials could also exploit these natural resources. Ms. Weinberg advised 
natural resources should be distinguished from financial resources as we are considering 
financial information. 

• Mr. van Schaik commented the government of the Netherlands has included natural gas in the 
statement of financial position for statistical reporting purposes. The challenge has not been 
determining the existence of the natural gas but how much is economically exploitable. Mr. van 
Schaik advised that the draft CP should ask constituents to comment on what is exploitable. 

• Mr. Yousef acknowledged one of the main challenges is existence uncertainty. He also advised 
the IPSASB to consider the rights to the natural resource. For example, Ethiopia, Sudan and 
Egypt are not sure who has the rights to the natural resource of the Nile River. Natural resources 
are jointly controlled by different jurisdictions. Each jurisdiction will value and disclose the item 
differently in their financial statements.  

The CAG members commented on Question 3 as follows: 

• Mr. Gisby agreed that existence uncertainty is the most difficult area. However, Mr. Gisby 
advised the IPSASB to not underestimate the difficulty of measurement uncertainty, in particular 
to living resources. Mr. Gisby asked how this interacts with sovereign powers on natural 
resources. Mr. Gisby recalled discussing in December 2020 that recognition of subsoil 
resources occurs when a contract/arrangement comes into effect. If this is still the approach, 
he wondered whether the existence uncertainty issue will be largely resolved. 

• Mr. Ng responded that the sovereign power and licenses are separate assets. One could 
recognize a license purchased from a government. However, this does not mean you will find 
a specific amount of the resource when you explore. Therefore, these are separate assets and 
are not linked. 

• Mr. Smith added that this relates to a point that Mr. van Schaik made about existence 
uncertainty. For subsoil resources, entities often have a license to research, develop and 
explore. Until extraction occurs the quantum of the subsoil resource is unknown or if it is 
economically recoverable.  

• Mr. Williamson asked how the private sector values these items when getting a license and 
how they move that from exploration to certifying the asset to a production license. The 
licensing process is what the mining companies call de-risking their assets. Private sector 
entities turn their investments in natural resources from a speculative venture, where 80% may 
result in nothing, to a production license with value attached to it. There might be value in 
learning from the private sector. 

• Mr. Müller-Marqués Berger noted that the private sector has an advantage as they have an 
acquisition cost when purchasing a license. The government is creating the license which is 
more difficult to value.  

• Mr. Williamson responded that as part of the license, the private sector must report to the 
government what is found. On that basis the public sector should have quantity information if 
they are administering the licenses.  
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• Ms. Stachniak commented that existence uncertainty is not the main challenge, but the first 
challenge that should be dealt with. Measurement uncertainty is also a challenge for this 
project. 

• Ms. Cearns noted the link between existence and measurement uncertainty is the volume 
metric. A resource might exist, but one might not be able to assess the volume of it. The private 
sector does not disclose proven and unproven reserves in the statement of financial position 
until these resources are extracted.  

• Mr. Zhang commented that the judgment of existence of natural resources should rely on 
discovery technology. Even if we think the resource exists, it will be prudent not to recognize 
the resource until extraction is assured.  

• Mr. Melo asked if groundwater will be addressed in the draft CP because there is an issue 
regarding groundwater in Portugal. Over exploration and the elimination of forests reduce what 
is being stored in a natural way.  

4. Revenue and Transfer Expenses (Agenda Item 4) 

IPSASB Manager, Standards Development and Technical Projects, Eileen Zhou introduced Agenda 
Item 4 and provided:  

• A summary of how CAG member input from December 2020 has supported the IPSASB in its 
progress on the Revenue project (Issue 1); and  

• An overview of the proposed approach to evaluate transactions from the transfer provider’s 
perspective when applying Exposure Draft (ED) 72, Transfer Expenses (Issue 2). 

Ms. Zhou asked CAG members to consider the following questions: 

• Question 1 – Are there additional factors CAG members advise the IPSASB to consider as the 
Revenue project progresses? 

• Question 2 – Do CAG members agree with the proposed approach to consider the transfer 
provider’s perspective in evaluating transfer expenses transactions and revising the proposed 
accounting guidance to address constituents’ concerns? 

The CAG members commented on Question 1 as follows: 

• Ms. Cearns commended the progress of the project and noted that clarity and ease of use of 
the Standards will make a difference to users.  Ms. Cearns added Standards could be stress 
tested by getting people who are not familiar with the Standards to consider if they are usable.  

• Ms. Colignon noted that beyond the assertion that revenue arising from performance 
obligations represents a minority of public sector revenues, it could be useful to place emphasis 
on revenue from non-binding arrangements (as most revenues in the public sector are 
attributable to taxes and transfers).  

• Ms. Zhou responded that the delineation occurred because ED 70, Revenue with Performance 
Obligations was intended to be aligned with IFRS 15, Revenue from Contracts with Customers 
which provides guidance for exchange-type transactions. The difference between revenue with 
performance obligations and revenue without performance obligations best reflected alignment 
with IFRS while also providing guidance specific to public sector transactions.  

• Mr. Carruthers concurred that in deciding to reorder the Standards, staff analyzed the various 
revenues of a sample of public sector entities to determine what type of revenue transaction it 
would likely be categorized as under ED 70 or ED 71. The flowchart in ED 71, Revenue without 
Performance Obligations also provides a visual of the process and navigation through the 
revenue guidance. It is expected that a lot of revenues in the public sector would arise without 
a binding arrangement. Mr. Carruthers agreed with Ms. Cearns on the need to stress test the 
Standards and noted he planned to invite some users to be part of the drafting group to provide 
input. 
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• Mr. Melo advised that a pragmatic approach should be followed to consider implementation 
issues and identify the high value transactions. The changes currently proposed will help the 
IPSASB obtain acceptance by politicians and to account for implementation considerations.   

• Mr. Zhang advised that the principles of a present obligation and performance obligation need 
to be provided in a clearer way to show their relationship. Performance obligation is a subset 
of present obligation. For example, all performance obligations are present obligations but not 
all present obligations are performance obligations. However, ED 71 defines a present 
obligation as a duty to act or perform in a particular way and may give rise to a liability in respect 
of any transaction without a performance obligation. This may be interpreted that a present 
obligation excludes a performance obligation. Mr. Zhang suggested using the term “non-
performance obligation” instead of present obligation. 

• Ms. Zhou responded that the use of the term, present obligation is consistent with the IPSASB’s 
Conceptual Framework. The current description will be revisited to ensure that staff clarifies 
that performance obligations are a subset of present obligations to avoid any confusion. 

The CAG members commented on Question 2 as follows: 

• Mr. Tiago agreed that the proposed approach is easier and provides a pragmatic way to 
account for these transactions, especially in a centralized process because the transfer provider 
controls the process on transfer and is able to confirm when the transfer is completed. 

• Mr. Gisby supported the analysis but was not entirely sure that changing the guidance to the 
transfer provider’s perspective would address all the concerns. Mr. Gisby advised the IPSASB 
to consider extending the 5-step public sector performance obligation approach (PSPOA) to 
present obligations. He cautioned that PSPOA only applies to a subset of transfer expenses in 
the public sector and advised the IPSASB to consider a broader approach for present 
obligations where the transfer provider can demonstrate they still have some control over the 
resource being transferred.   

• Ms. Zhou responded and clarified that the change in perspective is the starting point to address 
some of the issues raised by constituents in ED 72. The issues are being addressed from the 
inception of the transaction and through the life of the transaction to ensure the appropriate 
identification of the transfer provider’s rights and obligations. The previous accounting 
principles on recognition and measurement will then be reconsidered. 

• Mr. van Schaik supported the approach to consider the guidance from the transfer provider’s 
perspective and asked if there are instances where the transfer provider and transfer recipient 
are part of the same economic entity, but may account for the same transaction differently? 

• Ms. Zhou responded it is important to consider the accounting from a principled perspective to 
ensure that there is no different accounting between the transfer provider and transfer recipient. 
Present obligations and performance obligations both arise from binding arrangements, which 
have a level of enforceability of the rights and obligations within that arrangement. This will help 
ensure consistency in how the transfer of resources is being accounted for by the two parties 
in the transaction. The IPSASB is addressing issues in both projects at the same time, which 
enables the IPSASB to ensure accounting principles are consistent, and that the accounting 
appropriately captures the nature of the transactions.  

• Ms. Nehmeyer-Srocke agreed the current wording needs to be clarified. The transfer provider 
will struggle to assess the transaction from the transfer recipient’s perspective. There may be 
different opinions on whether it’s fulfilled.  

• Mr. Williamson cautioned that this topic is complicated and advised that transactions should be 
considered from both the transfer provider and transfer recipient’s perspectives. Mr. Williamson 
suggested entities and jurisdictions be provided an accounting policy choice based on the 
capacity or feasibility of that institution, given the complexity and information availability in 
certain jurisdictions.  
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• Ms. Busquets commended the clear and concise presentation and concurred with the approach 
to focus on the transfer provider’s perspective because this will be a good start to address some 
conceptual issues faced in practice. Ms. Busquets also supported the conceptual consistency 
between Revenue and Transfer Expenses Standards. Focusing on the transfer provider 
perspective also shows that the distinction between performance obligations and present 
obligations is not needed for transfer expense accounting.  

• Ms. Sanderson supported the approach to focus on the transfer provider’s perspective because 
the transfer provider is the reporting entity recording the transaction. Ms. Sanderson agreed 
with Ms. Zhou’s comment about this change in perspective being a starting point to address 
other issues, such as accountability and transparency, and ensure that the transfer provider is 
getting value for the funds they transfer.  

• Ms. Grässle noted that this approach is important for political and administrative action to 
determine if their programs are effective. 

• Mr. Carruthers concurred this Standard would address the accounting for appropriations made. 
The controls over the delivery of the program would be the assurance needed by 
parliamentarians on whether transferred resources are being used as required. Guidance is 
intended to help properly account for the appropriate use of the resources, and consider 
whether the binding arrangement indicates a general or specific scheme for a particular 
program.  

• Mr. Zhang supported the approach to focus on the transfer provider’s perspective because it 
better addresses public interest concerns. Mr. Zhang advised the IPSASB to consider whether 
distinguishing the two types of transfer expenses makes sense, and whether different 
accounting approaches are appropriate.  

• Mr. Page agreed with the change in approach to focus on the transfer provider’s perspective. 
Citizens would want transfer providers to have the final say on binding arrangements. Citizens 
would be surprised how many transfers are binding arrangements in nature. 

5. Closing Remarks   

Mr. Müller-Marqués Berger thanked the members for their great contributions and he noted that the 
discussions were focused and allowed the CAG to engage at the appropriate level. He also thanked 
members for their discipline, considering this virtual environment in which the meeting was taking place. 
Mr. Müller-Marqués Berger, thanks staff for the well developed agenda papers, which spurred great 
discussions during the meeting and should provide excellent advice in taking the projects forward.   


