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DATE:  6 JULY 2005 
MEMO TO: MEMBERS OF THE IPSASB 
FROM: DUNCAN RUSSELL (UK ASB PROJECT MANAGER) AND JOHN 

STANFORD 
SUBJECT: HERITAGE ASSETS-SUMMARISED VIEWS OF BOARD OF UK ASB 

AND IPSASB SUB-COMMITTEE 
 
ACTION REQUIRED 
The Board is asked to: 
• note the staffs’ summaries of the views of the UK Board and the IPSASB Sub-

Committee to the Issues Paper sent out in first distribution and Next Steps in the 
progression of the Project. 

 
VIEWS OF UK BOARD 

The Issues Paper was considered by the UK Accounting Standards Board at its meeting on 
23 June 2005. It was noted that the Paper was quite deliberately aiming for a set of proposals 
that, while remaining faithful to concepts wherever possible, offered a pragmatic approach to 
the practical problems that arise in accounting for heritage assets.  The Board indicated its 
support for the propositions made in the Issues Paper subject to the following comments that 
will be addressed in developing the Discussion Paper: 

Scope 

The scope of the Discussion Paper should clearly encompass non-collection heritage assets 
such as ancient monuments and nature reserves so that the accounting proposals are clearly 
applicable to all types of heritage asset. 

Valuation approach 

In determining whether a valuation approach is practical the Discussion Paper might consult 
on: 

• relaxation of the existing accounting requirements for subsequent revaluation, for 
example independent revaluation at intervals greater than 5 years; the wider use of art 
market indices for revaluation purposes and encouraging rolling programmes of 
revaluations; and 

• whether cost might be an appropriate basis for measurement in some circumstances.  

It was noted that there are a number of practical difficulties associated with the valuation of 
heritage assets and that the Discussion Paper should propose that a fallback approach be 
mandated where valuation is not practical.  It was suggested that the size of a collection of 
heritage assets should not of itself determine a non-valuation approach if most of the value 
rests in a small number of objects. 
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Fallback approach 

Under the disclosure approach it is proposed to report the acquisition of heritage assets 
together with grants and cash donations funding their acquisition outside of the income and 
expenditure statement. It was suggested the Discussion Paper should make clear this only 
applies to grant and cash donations specifically for the acquisition of heritage assets.  It was 
noted that this approach is not inconsistent with the accounting treatment for capital grants in 
UK SSAP 4, Accounting for Government Grants and IAS 20, Government Grants, which 
permit the grant to be deducted from the purchase price of the asset and so be reported 
outside of the income and expenditure statement.  

Enhanced disclosures 

There was some concern that information might be lost in switching from capitalisation of 
acquisition costs to a disclosure approach although the enhanced disclosures recommended 
in the Issues Paper would compensate for this. 

 

VIEWS OF IPSASB SUB-COMMITTEE 
 
All members of the Sub-Committee (Australia, France, New Zealand, South Africa and the 
United Kingdom) have submitted comments on the Issues Paper. The full text of 
submissions is available from staff on request. The main comments are highlighted below: 
 
Scope 
 
 All respondents commented on the narrowness of the scope. They considered that it 
concentrates too much on collections in museums and galleries. As they had in the earlier 
comments on the project outline South Africa and Australia again highlighted the importance 
of addressing “natural heritage assets”. The United Kingdom also felt that some 
consideration of natural assets should be included. Australia considered that there should be 
less emphasis on the form of asset and more attention to what constitutes “heritage 
attributes”. As highlighted above the Board of the UK ASB also had similar views on the 
narrowness of the Scope and this will lead to a modified and broader approach in the 
Discussion Paper. 
 
Conceptual Issues 
 
South Africa commented that the Issues Paper reflects an assumption that all heritage items 
meet the definition of an asset by generating future economic benefits or service potential. 
This is debatable and the Discussion Paper should address the question explicitly. 
 
Elsewhere a number of respondents commented, from a conceptual perspective, on the 
proposed additional statement for presenting transactions relating to heritage assets. New 
Zealand expressed reservations about the overall conceptual justification on the basis that the 
general recognition criteria require that an asset be recognized when it can be measured 
reliably and the future economic benefits or service potential are probable. South Africa 
considered that the effect of any flow of funds related to acquisitions and disposals should be 
recognized in the performance statement. More generally South Africa considers that a 
proliferation of additional statements including the illustrative Statement of Change in 
Recognized Net Assets shown as an attachment to the Issues Paper is undesirable. 
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Clarification of when disclosures would be required 
 
Both the United Kingdom and New Zealand commented that, as currently drafted at 
paragraph 1.3 of the Issues Paper, the requirements relating to disclosure where valuation is 
determined to be impractical are ambiguous. It should be made clear that the suggested 
Disclosure Approach is required when valuation is deemed impractical and not just 
permitted. There was a more general view that the enhanced disclosures provide relevant 
information to users, regardless of whether there has been recognition, and some uncertainty 
as to how the disclosures for “recognized” heritage assets would differ from disclosures 
where there had not been recognition. In fact the UK ASB Project Manager has confirmed 
that the current intention is for the same disclosures to be made regardless of whether 
recognition had taken place. 
 
Linked to the above points New Zealand found the term “Disclosure Approach” potentially 
confusing. New Zealand suggested the use of a separate term such as the “Alternative 
Recognition Approach”. There has also been some discussion of what would be the most 
appropriate term in the United Kingdom. 
 
Practicality of valuation 
 
New Zealand expressed concerns about the exemption from the valuation approach on the 
grounds of practicality and suggested that the paper be “tightened” in this area. New Zealand 
also suggested that the problems of obtaining a valuation could be exaggerated.  Whilst 
generally supporting the guiding points set out in the Issues Paper at paragraph 1.3 the 
United Kingdom also felt that the definitions of “practical” and “impractical” need to be 
drawn up very carefully if consistency is to be achieved and elsewhere suggested that 
measuring the extent to which valuations provide benefits to users would be very difficult. 
These issues are under consideration in developing the Discussion Paper. 
 
Benefits of Valuation 
 
New Zealand noted that paragraphs 2.6-2.14 of the Issues Paper set out a number of 
“valuation problems”. New Zealand felt that, in the interests of balance, the forthcoming 
Discussion Paper should: 
 

• set out clearly the benefits which have been put forward for valuing heritage assets 
such as better information for decision making, identification of the opportunity cost 
of purchasing or holding heritage assets; and 

• acknowledge that there are approaches which have been adopted to address those 
problems e.g. cyclical valuations of sections of collections and stratification of 
collections into groups of similar items 

 
The Discussion Paper will allude to the benefits that its proponents attach to the full 
valuation approach. 
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New Zealand also challenged the universal validity of the assertion at paragraph 2.8 of the 
Issues Paper that insurance values are not relevant and suggested that, in many cases, 
insurance values can provide a reasonable proxy for the replacement cost of a collection. 
Staff feels that, to some extent, this may reflect differing views over the extent to which 
active and liquid markets exist for heritage items. 

Location of Stewardship Information and Audit Implications of Non-Financial Information 

Whilst there is considerable support for enhanced stewardship disclosures, regardless of 
recognition, questions were raised as to whether such disclosures should be part of the 
general-purpose financial statements or outside the statements like governance information. 
Concerns were also raised about the “auditability” of such disclosures. 

Current Value v Historical Cost 

No commentators specifically disagreed with the Issues Paper’s strong endorsement of 
current value. However, New Zealand expressed concerns that the proposed approach seems 
to require a higher standard of measurement for heritage assets than for non-heritage assets.  
This is probably not the case for the UK public sector, where the large majority of 
operational assets are on a revaluation model, but may be an issue elsewhere. As indicated 
above the Board of the UK ASB has also questioned whether cost might be an appropriate 
basis for measurement in some circumstances. 

Consistency of Terminology with IPSASs and IFRS 

Australia found some of the wording used is unclear and considered that terminology should 
be consistent with that used by IPSASB and IASB. Australia also considered that it would be 
helpful if the forthcoming Discussion Paper could be benchmarked to IPSASs or IFRS/IAS 
where there are no IPSASs. In the context of terminology Staff notes that the forthcoming 
publication will be a Discussion Paper and, in an effort to engage a wide readership, aims to 
be more discursive than an Exposure Draft proposing a new Standard or changes to an 
existing Standard. 

Budget Reporting Interface 
 
France highlighted the problems that might arise from a budgetary reporting perspective, if 
the effects of acquisitions and disposals are not reported in the income and expenditure 
account. This is not an issue for the UK ASB as the UK ASB’s locus is on the general 
purpose financial statements and not the budget. However, IPSASB’s activity in the budget 
reporting arena means that the relationship between pronouncements on heritage assets and 
budget reporting must be considered as the Project develops. 
 
 
NEXT STEPS 
 
Following the UK ASB’s consideration of the Issues Paper, an early draft Discussion Paper 
was considered at the meeting of the UK ASB’s Public Sector and Not-for-profit Committee 
on 5 July. It is likely that a full draft of the Discussion Paper will go to the Board of UK 
ASB in the early northern hemisphere Autumn. The Discussion Paper will be forwarded to 
the IPSASB Heritage Issues Sub-Committee when it has been considered by the UK Board 
and will be on the agenda for the Cape Town meeting of IPSASB in November/December 
2005. 


