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cirsco |ASB Staff Paper — October 2010

Number of Percentage of
Respondent type respondents respondents
Non governmental organisations 33 23%
Preparers-Qil & Gas 28 20%
National standard setter 13 9%
Preparers-Minerals 11 2%
Investors/analysts/Users 10 7%
Accounting professional bodies 10 7%
Accounting firms 8 6%
Individuals 7 5%
Minerals/Qil & Gas professional bodies 5 4%
Preparer organisations 5 4%
Minerals/Oil & Gas consultants 5 4%
Preparers-related industries 3 2%
Securities regulators 2 1%
Total 141

Number of Percentage of
Geographic region respondents respondents
Europe 78 54%,
North America 27 19%
Asia Pacific excluding Australia/New Zealand 13 9%
Multinational 8 B%
Australia/New Zealand 7 5%
Aftica 5 4%
Middle East 2 1%
South America 2 1%
Total 141 100%
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RESERVFS

NGOQO'’s responses most numerous;
response to Publish What You Pay
Over half responses from Europe
Oil and gas outranks minerals
Smaller companies under-represented
Little response from users of financial
statements
Low response rate on asset
recognition and impairment




& |ASB Staff Paper — Overall

Crirsco

Responses to Discussion Paper

® Board should have an Extractives Project, but mixed
on whether should be extractives only or mixed with
Intangible assets

® Industry-based definitions of resources and reserevs
should be used In future IFRS. But what should be
approach to incorporation; is additional guidance
needed?

® Information obtained from exploration and
development activities should not be viewed as an
enhancement of the property asset
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IASB Staff Paper — Overall
Responses to Discussion Paper

Minerals and Oil and Gas property should be
measured at cost rather than fair value

Disclosure objectives in DP were ok, but

Concerns about level and granularity
. Whether reserve quantities should be subject to audit?

- Should disclosure be in notes to financial statements or
management commentary

. Disclosure could duplicate or be inconsistent with what is
already required by market regulators
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Responses to Discussion Paper

® Publish what you pay had polarized responses:

- Financial reporting issue or social responsibility
reporting issue?

- Would disclosure meet a cost/benefits test?
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crirsco  Resources and Reserves (1)

® CRIRSCO Template viewed as basis of market
regulator disclosure requirements (except USA)

® PRMS used for internal Oil and Gas management;
corresponds closely to market regulator disclosure
requirements in most jurisdictions (including Canada

and USA)

® Widespread acceptance




& Resources and Reserves (2) —

' _Incorporating Definitions intg an IFRS__

How to include definitions inte an IFRS Concerns idenfified by respondents

Include an ambulatory reference to those o Some jurisdictions that incorporate IFRS

definitions. into company law and those laws prohibit
ambulatory references being made to other

For example, the IFRS might say “a reserve is PIOTIOUNCEIENTS.

a mineral reserve as defined by the CRIRSCO
Template (as amended from time to time) or a | ¢ By inserting an ambulatory reference to
reserve as defined by the PRMS (as amended these definitions. the requirements of the
from time to time)™ IFRS could theoretically change when the
CRIRSCO Template or the PRMS is
updated even though the Board may uot
have conducted any due process.

o It is inappropriate for the Board to delegatz
some of its standard-setting authority 1o

third parties.

¢ Respondents queried whether the due
processes followed by CRIRSCO and the
SPE OGRC are sufficiently robust.
independent and transparent.

ICMM

' Tt h N o 1 |
caivining 4 sleosis
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Incorporating

Resources and Reserves (3) —

Definitions into an IFRS

How to include definitions into an IFRS

Concerns identified by respondents

Inelude a static reference ro those definitions

For instance. by specifyving that a reserve is
defined in accordance with a specific version
of the CRIRSCO Template or PRMS that has
been published (eg the 2007 version of the
PRMS).

& Changes to the CRIRSCO Template and
the PRMS wonld require the Board to
initiate a separate project (and undertake its
own due process) so that the definitions
the IFRS and those used by mdustry
remain the same. (Staff note: The
CRIRSCO Template and PRMS are only
intended to be updated once every several
years. )

e Different reserves estimates might need to
be prepared by entities if the CRIRSCO
Template and PRMS definitions were
updated but the Board did not update the
corresponding definitions in the IFRS.

Include specific versions of the CRIRSCO
Template and the PRMS as appendices o the
IFRS

¢ Samie concerns as for static referencing

e The CRIRSCO Template and the PRMS
are lengthy documents that contain too
much derail for appendices to an IFRS.
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Incorporating Definitions into an IFRS

® Some respondents suggested Board define main
principles and let entities use their judgment on
which industry definitions were consistent

® UNFC could be used — not commodity or industry
specific




Resources and Reserves (5) —
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Incorporating Definitions into an IFRS

® Application guidance

- Mostly related to PRMS or US SEC QOil and Gas
2008 update

- Support for Competent Person concept for
resources and reserves estimates and for
International financial reporting




cirsco DP Disclosure Objectives

® Enable users of financial reports to evaluate:
- Value of minerals or oil and gas properties

- Contribution of assets to current period financial
performance

- Risks and uncertainties
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crirsco Disclosure Concerns

® Excessive costs to prepare disclosure
® Responds to wants rather than needs of users

® Significant change to recent updates for 2008 SEC
regulations

® Duplicate or are inconsistent with existing disclosure
requirements for capital markets — work with FASB
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General Comments on Disclosure

Place outside financial statements to avoid audit
But some said, audits could be required

|IASB could have a “best practice guide”

Disclosure of reserves at level of detalil sufficient to
understand an entities operations




crirsco  Prices Used to Estimate Reserves

® Use market participant’s assumption — consistent
with [ASB fair value measurement hierarchy

® Use historical costs — objective and may not reveal
commercially sensitive information
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crirsco  Economic Issues

® Fair value not favored; would require detailed statement of
assumptions and revelation of commercially sensitive
Information

® Disclosure of revenues and costs ok, but disagreement as to
level of breakdown. Board should define:

- Costs to be included in each category

. Whether costs to be presented as accrual or cash flow
information

, - Whether only via performance measures such as unit prices
and production costs




cfifso Agenda Consultation (July 2011)

Threeyearly agenda consultation
on strategic direction aund
overall balance of agenda

"R MINFRAI RESFRVFS INTF?
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crirsco  Strategic Approach

® More diverse IFRS Community — new reporting
ISsues

® More complex market environments

® Convergence of IFRS with US GAAP

® Implementation — response to global financial crisis




cirsco  Considerations (1)

® Need to demonstrate quality and relevance of
standards

® Practices related to implementation and adoption will
diverge




cirsco  Considerations (2)

® Financial reporting

- Develop and update presentation and
disclosure framework

- R+D. Explore interaction between IFRS and
Integrated reporting: “holistic and integrated
account of a company’s strategy and its financial
and non financial performance”

- Fill gaps in IFRS




cirsco  Considerations (3)

® Maintain existing IFRSs

- Post implementation reviews; identify operational
ISsues

- Improve consistency and quality of IFRSs; narrow
scope improvements




chirsco  Thank You

Mufulira,
Zambia
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