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The Public Accountants and Auditors Board (PAAB), Zimbabwe, was established by section 4 of the
Public Accountants and Auditors Act, 1995 (as amended) (the Act). Public accountants (public
auditors) are defined in the Act as any person registered by the PAAB to provide public accountancy
services (public audit services) to any person, including a public company or statutory body. PAAB is
the National Standards Setter in Zimbabwe responsible for endorsing and adopting international
accounting standards, international standards on auditing and international public sector accounting
standards when they meet certain criteria for prescription by statutory regulation by PAAB in
accordance with section 44(2)(a) of the Act. PAAB is responsible for defining and enforcing ethical
practice and discipline among registered public accountants and public auditors and setting Ethics
standards (section 5(1)(d) of the Act); and representing the views of the accountancy profession on
national, regional and international issues (section 5(1)(g) of the Act). PAAB also plays a role in

accountancy-specific education (section 5(1)(h) of the Act).

Further information about PAAB can be obtained at www.paab.org.zw

Any questions arising from this submission should be directed to:

Admire Ndurunduru Elles Mukunyadze
Secretary Standards and Research

Public Accountants and Auditors Board Public Accountants and Auditors Board

72 Harare Drive 72 Harare Drive
Mount Pleasant Mount Pleasant
Harare Harare
Zimbabwe Zimbabwe

Tel: + 263 4301 063, + 263 4 301 096 Tel: + 2634301063, +263 4 301 095, + 263 8644 106
Mobile: + 263 772 833 555 548
Email: secretary@paab.org.zw Mobile: +263 773 488 754

Email: standards@paab.org.zw
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Our ref: PAAB/NR/1

CP: NATURAL RESOURCES

PAAB is pleased to present its comments on this Exposure Draft, which have been reviewed by

PAAB’s Public Sector Accounting Standards Committee (PSASC).

There is growing demand for accountability in the management of natural resources and we applaud
the IPSASB for prioritizing this project. Our general view is that it is important that GPFR reflect
natural resources whether as amounts in financial statements or as disclosures. Our general view is

that :

a. Subsoil resources — there is huge existence and measurement uncertainty that will affect the
recognition of such resources. Entities may find themselves having to disclose these based
on available information.

b. Water and Living Resources — demonstration of control is extremely difficult without human
intervention. Entities may find themselves having to disclose these based on available

information.

Response to Specific Matters for Comment
Detailed comments on the Specific Matters for Comment are provided in the attached Annex.

We hope this is a helpful contribution to IPSASB’s work in this area.

George Mahembe Admire Ndurunduru Elles Mukunyadze

Chairman, PSASC Secretary, PAAB Standards and Research, PAAB



ANNEX

Natural Resources Consultation Paper

There is growing demand for accountability in the management of natural resources and we applaud
the IPSASB for prioritizing this project. Our general view is that it is important that GPFR reflect
natural resources whether as amounts in financial statements or as disclosures. Our general view is

that :

c. Subsoil resources — there is huge existence and measurement uncertainty that will affect the
recognition of such resources. Entities may find themselves having to disclose these based
on available information.

d. Water and Living Resources — demonstration of control is extremely difficult without human
intervention. Entities may find themselves having to disclose these based on available

information.

We agree with proposal in the IPSAS’s Preliminary view 1. a). We believe the resource must have

service potential or the ability to generate economic benefits and should still meet the definitions
of asset in the conceptual framework. We also agree with (b) as a distinguishing factor between
natural resources and other resources which are man made.. (c) We partially agree with c. The
test for natural state is a difficult one and more guidance should be provided to help user apply
judgement in the preparation of financial statements. What constitutes human intervention
various from one situation to the next and in some instances, natural resources are not
deliberately modified for example pollution, poaching could be considered human intervention

but this is not deliberate effort to modify the natural resource.




We foresee problems in differentiating between natural and other resources as explained in the
response for Preliminary View 1. An entity may be able to demonstrate control and future service
potential as well ability to measure the resource but there will be issues in classifying the
underlying asset as either natural or any other resource. The effect is that entities will end up
holding resources that can generate economic benefits and/ service potential but failing to
account for them using the current guidance in IPSAS or under natural resources. We propose that
the scope of the natural resources project be extended a bit to accommodate such resources that
may have been modified but currently out of scope for existing standards. Another way could be
to consider the time period after human intervention and whether such human intervention is

deliberate or not for example human intervention from pollution or poaching.

The PAAB sees a strong connection between the two projects. Most natural resources may fail to
meet the recognition criterial under the standard on natural resources and thus reporting on

sustainability with regards such natural resources becomes very important.




PAAB agrees to the proposal as this is constituent with recognition for all other assets.

PAAB agrees with the proposal. IFRS however provides entities with an accounting policy to chose
whether to expense or capitalize such expenditure. We believe that entities should be provided
with guidance on the extend to which they can expense these costs. This will avoid situation
where an entity will provide misleading financial performance especially when an entity ends up
reporting a deficit due to recognizing these expenses. We believe that the public could be issued
with a guidance that stipulates thresholds which will see certain levels of such expenditure being

automatically capitalized.

PAAB agrees with the proposal.




PAAB agrees as long as control can be demonstrated. Most public sector entities can demonstrate

control as result of legislation and other such pronouncement thus in such cases it would meet

the definition of an asset.

PAAB agrees with the proposal. It is in some instances difficult to measure with a degree of
reliability the amount and quality of subsoil resources and this gives rise to existence uncertainty.
In practice, different techniques and experts will come with significantly different estimations

based on their models proving that there is significant existence uncertainty.

PAAB agrees with the preliminary view. We are of the view as stated above the estimation
approaches normally results in too much variability to support recognition in financials statement.
There is a lost of uncertainty on the price that such assets could be sold at and much more

uncertainty on the costs to bring them to be ready to be sold




PAAB agrees with the proposal. Whereas it is true that the water described in a) will be difficult to
recognize due to difficulties in managing and monitoring such water, a detailed disclosure may be
necessary just to demonstrate that any entity has a resource which they control and owns but
were unable to measure it reliably. This is because this water can later be impounded into

reservoirs e.t.c where it will then be managed and monitored.

PAAB agrees with this view. However we foresee a gap where certain assets are scoped out of this
project but still not covered under the existing IPSAS. An example the government may put
boundaries for the purpose of controlling poaching of wild animals. This could be regarded as
human intervention and therefore scoped out. Such animals may fail to meet scoping within the
existing IPSAS. Another example is where government construct fireguards to prevent fire from
spreading is sections of the forest. This can be regarded as human intervention leading to assets

being scoped out but such assets will not be covered by existing IPSAS.




PAAB agrees with the view. Living resources can serve multiple purposes and, as such,

determining an appropriate measurement basis for their operational value could be difficult. In
circumstances where measurement cannot be made, we agree the living resource should not be
recognised as an asset in the GPFS. However, as with other types of natural resources, they should

be disclosed as supplementary information in entities’ financial reports.




