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Agenda

1. General Importance of Non-Current Assets  (NCA) in the PS
2. Purpose of Resources in the PS vs. Purpose of PS Accounting
3. General challenges of Accounting for NCA in the PS
4. Specific Challenges for Selected Types of Assets

- Infrastructure Assets
- Heritage Assets
- Natural Resources 



1. General Importance of NCA in the PS
• Main purpose of governments is the long-te rm, re liable  provis ion of

s e rvices to their citizens
• This requires to a large extent long-life assets especially in the area of

infras truc ture
• Finally, governments have a stewardship obligation to preserve as s e ts

of his torica l, cultura l or a rtis tic importance for future generations
• Besides that, the majority of na tura l re s ources are public goods which

are managed and governed by governments
• Consequentally, non-current assets represent a significant part of total 

assets in governments´ balance sheets



1. General Importance of NCA in the PS

49,8%

(Source: Financial Statements of the Government of New Zealand for the year ended 30 June 2023, 5 October 2023)



1. General Importance of NCA in the PS

(Source: Financial Statements of the Government of New Zealand for the year ended 30 June 2023, 5 October 2023)

Financial



1. General Importance of NCA in the PS

22,8%

(Source: Financial Report of the United States Government Fiscal Year 2023, February 15, 2024)



2. Purpose of holding a resource in the public sector

Service  provis ion
 - sovere ign tasks
(e.g. infrastructure)

Service  provis ion
- volontary tasks /market 

partic ipant
(e.g. shares  in entities)

Inves tment in the  future
(e.g. research/intangible assets ; 

natural resources)

Preservation
(e.g. art collections, museums, 

natural resources)



2. Purpose of Public Sector Accounting 
• Objective of PSA: to provide information that is useful for users of

GPFRs for accountability purposes and decision making (IPSASB 
CF Capter 2, para. 2.1)

 In relation to NCA: providing useful information on public
resources (and their cost) for current and future service provision

• Therefore meas urement objective : (…) most fairly reflect the cost
of services, the operational capacity and the financial capacity
that is useful in holding the entity to account and for decision
making purposes (IPSASB CF Chapter 7, para. 7.2.)



2. Coverage of PSA depending on purpose

Service  provis ion
 - sovere ign tasks
(e.g. infrastructure)

Service  provis ion
- volontary tasks /market 

partic ipant
(e.g. shares  in entities)

Inves tment in the  future
(e.g. research/intangible assets ; 

natural resources)

Preservation
(e.g. art collections, museums, 

natural resources)

Service  provis ion
 - sovere ign tasks
(e.g. infrastructure)

Service  provis ion
- volontary tasks /market 

partic ipant
(e.g. shares  in entities)

= coverage of Public Sector Accounting / Financial Statements



3. General Challenges of Accounting for NCA  
• Ownership – less  importance of ownership for service provision in the PS  conflict 

with importance of ownership for accounting

• Unit of Account – many assets  are complex networks / systems, with s ignificant 
differences in useful lifes  / in consumption of resources (IPSAS 45.8: judgment required 
to define the relevant unit of measure for recognition)

• Availability of Data
• In the implementation phase of accrual accounting – lack of historical data especially for 

long-term assets
• For ongoing accounting - central accounting vs. decentralized management

• Capitalization thresholds - factors to be considered: information needs, materiality, 
cost-benefit (IPSAS 45.IG10-14, IPSAS 45.BC 28 ff.)

• Deciding on the appropriate measurement basis  depending on the purpose of 
holding the asset  determines the usefulness  of information for users!



3. General Challenges of Accounting for NCA  
• Deciding on the appropriate measurement basis:

• Accounting policy choice  – historic cost vs. current value model
 Judgment: choose the accounting policy that is  relevant (accountability/decision 
making) and satisfies  the QC´ s (understandability, timeliness, comparability, 
verifiability) (IPSAS 45.BC44) 

• Current Value : the primary objective for which an entity holds an item is  
an important consideration when determining the CV Basis  (IPSAS 45.27)

• Revaluations  should be made with sufficient regularity to ensure that 
carrying amounts do not differ materially from current value at reporting 
date (IPSAS 45.29)  

Purpos e!



3. General Challenges – 
identify the holding 
purpose to provide 
relevant information 

• Purpose not only defines recognition, but also the 
measurement of non-current assets

(Source: Financial Statements of the Government of New Zealand for the year ended 30 June 2023, 5 October 2023)



3. General Challenges – 
identify the holding 
purpose to provide 
relevant information

• Purpose is  also relevant within the respective classes 
of assets, like e.g. land and buildings

(Source: Consolidated Financial Statements of the Government of the United Kingdom for the year ended 30 March 
2023, Note 1.12, Updated 20 October 2023 )



3. General Challenges – Regular Revaluations

(Source: Financial Statements of the Government of New Zealand for the year ended 30 June 2023, 5 October 2023)



3. General 
Challenges – Regular 
Revaluations

Source: Financial Statements  of 
the
Government of New Zealand
for the year ended 30 June 2023 
(5 October 2023)



3. General 
Challenges – Regular 
Revaluations

Source: Financial Statements  of the
Government of New Zealand
for the year ended 30 June 2023 (5 
October 2023)



3. General challenges – information usefulness

(Source: UK, House of Commons, Annual Report and Accounts 2022/23, Notes to the Financial Statements, p. 151))



4. Specific challenges - Infrastructure
• Ownership – legal ownership vs. other indicators for control

 Legal ownership is only one of multiple indicators (e.g. access to the resource or the enforceable
right to service potential)  (IPSAS 45.AG10)

An entity may demonstrate that it controls an asset even without legal ownership – substance over
form (IPSAS 45.AG11)! 

• Availability of information – often in different entities/departments, close
communication needed (understanding for accounting needed in operational 
departments)

• Ownership – often complex ownership situations for different components of
infrastructure assets

• Example: land under/over PP&E (IPSAS 45.IG1 -5)

• Intitial recognition/measurement – component approach (IPSAS 45.41, IPSAS 45.AG6 + AG24-26)

• Subsequent cost - capitalize vs. expense (service, replacement, inspection - IPSAS 45.AG13-15; IG9)



4. Challenges Infra-
structure –
component approach

Source: Financial Statements  of the
Government of New Zealand
for the year ended 30 June 2023 (5 
October 2023)



4. Specific challenges – Heritage Assets
• Common understanding of „Heritage“
 characteristics: restrictions on use, irreplacable, indefinite life (IPSAS 
45.AG2-3)

• Clarifying the purpose of accounting for Heritage Assets?
 operational vs. non-operational (IPSAS 45 BC25 ff.)

• Definition of the recognition perimeter – what is in scope for PSA?
 „normal“ PP&E recognition criteria apply (meets the definition of an 

asset, is reliably measureable) (IPSAS 45.6)

 if not measureable: disclosures in the notes (IPSAS 45.7; IPSAS 45.77)

• Given the specific characteristics of Heritage: determining the
appropriate measurement basis  



4. Heritage Assets –
Examples: United 
States 

• Stewardship PP&E: value may be indeterminable or 
meaningless

• Includes stewardship land and heritage assets

(Source: Financial Report of the United States Government Fiscal Year 2023, February 15, 2024; Note 26 on p. 159)



4. Specific 
challenges –
Heritage Assets

Source: Financial Statements  of 
the
Government of New Zealand
for the year ended 30 June 2023 
(5 October 2023)



4. Specific challenges – Natural Resources
• Definition of Natural Resources – necessary in order to allow clear scoping of accounting for NR

 Current proposal of IPSASB: naturally occuring, embodies service potential or the capability to generate
economic benefits

• Defining the perimeter of accounting for NR  – which information is useful for readers?
Current proposal of IPSASB: application of „normal“ asset recognition criteria
Specific challenges, like

- existence uncertainty (IPSASB: because of that, subsoil resources are generally not recognized as assets),
- demonstration of control (IPSASB: control is not possible for NRs like free-flowing water (ocean, lakes etc.))
- proof of service potential (IPSASB: recognize NR held for preservation if preservation can lead to service
potential which contributes to achieving the objectives of the entity)

• Identifying the appropriate measurement basis – especially for NRs which are acquired in non-
exchange transactions
Current proposal of IPSASB: NR acquired in non-exchange transactions shall be measured at deemed cost

according to IPSAS 46 (deemed cost = current value measurement basis). 
Specific challenges, like

- measurement uncertainty (IPSASB: CV can be measured reliably if variability of CV range is not s ignificant
or the probabilities of the various estimates within that range can be reasonably assessed)

((Source: IPSASB March 2024 meeting, Agenda paper 7.3.1, Draft ED Natural Resources)



Thank you!

Thomas Müller-Marqués Berger
Mail: thomas@mmb-consult.com
Phone: +49 160 99080667

mailto:thomas@mmb-consult.com
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