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- Foreword -

Over the years, there has been increasing awareness about environmental issues across
the globe and growing concern about the depletion and degradation of the natural
resources. Many nations like Australia, Canada, China, France, Germany have attained
various levels of achievement as far as environmental accounting is concerned. In India,
environmental accounting is still in nascent stage with a number of studies conducted in
the past and in recent times. Notable among them is the Report on Green National
Accounts in India - A Framework devised by a Group constituted by the Ministry of
Statistics and Programme Implementation, Government of India and chaired by Professor Sir Partha
Dasgupta. Also, the MoSPI has painstakingly consolidated the data on physical stock and quality of
major natural resources in their publications titled EnviStats 2018 and 2019.

However, despite these positive developments, a system of collation of a periodic database in the shape
of an Asset Account on available natural resources linked with inter-related factors like revenues and
costs involved in exploitation of such resources, their sustainability for the future generations is still to
be achieved. Such a database would be extremely helpful in monitoring the sustainability of resources,
effective decision making and ensuring good governance besides attaining other pressing obligations
like the sustainable development goals - ensuring future for all and climate change.

It is with this idea and the mandate of the Government Accounting Standards Advisory Board (GASAB)
in suggesting an accounting framework for enhancing the quality of decision making and public
accountability in mind, GASAB under my guidance conceived the idea of preparing a Concept Paper on
the subject, about two years back.

[t gives me immense pleasure to state that the GASAB Secretariat has come up with the Concept Paper
on Natural Resource Accounting in India in such a short time. The Paper, while complementing the good
efforts of the United Nations in implementing NRA across the world, inter-alia, envisions
implementation of NRA in phased manner, first in the States, and then at the national level and
encompasses various issues like preparation of Asset Accounts, bringing the Government as well as the
private sector under the ambit of NRA, mapping the issues and challenges, floating the idea of a
disclosure statement on receipts and expenditure related to exploitation of natural resources. The way
forward is carefully crafted in alignment with the requirements of System of Environmental and
Economic Accounting - Central Framework and with these ambitious targets laid over a time frame of
about 10 years, India would be able to achieve half of the four stage implementation plan of NRA
envisaged by SEEA - CF and find place among the select countries reaching this far, till date.

I would like to appreciate the team under the guidance of Shri K K Srivastava, Additional Deputy CAG
(GASAB) , Shri Ashok Sinha and Ms Asha Rani Rungta, Principal Directors and others in the Secretariat
such as Shri Sudipta N Biswas, Sr. Admn Officer who have put wholehearted efforts in making this Paper,
a reality. I would also like to thank the Vice Chancellor of Delhi University, Director General of the
Economic and Resources Institute (TERI), MoSPI, and other members of the GASAB Board for their
unstinting support for making this Paper, a success. [ would also like to compliment the Director
General of Audit, Environment and Scientific Departments and also the Director General, International
Center for Environment Audit & Sustainable Development for quickly peer reviewing the Paper before
its finalisation.

I dedicate this Concept Paper on Natural Resource Accounting in India to the welfare of the future
generations of this country - Jai Hind.

17 July 2020 ‘Ja_’

NEW DELHI (Anita Pattanaygk)
Deputy CAG & Chairperson, GASAB
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- Message -

-~ HRd TXON

/ "Sn?)mm". Government of India
h uiera w4 srdma sraf-aa g3
e Ministry of Statistics and Programme Implementation
_ ; IRER Y 7a,wwe 7, 78 el —110001
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PRAVIN SRIVASTAVA E’% E-mail ; secretary@mospi.gov.in
Secretary & Chief Statistician of India LSS YEARS OF

THE MAHATMA

The sustainable development dialogue has brought to the fore the direct and indirect impact of human
activity on the environment and there is now a consensus that continuing economic growth and human
welfare are integrally dependent on the benefits obtained from the environment. The critical trade-offs
between managing ecosystems and environmental resources for future sustainable economic and social
development need to be understood for effective policy interventions. The UN System of Environmental
Economic Accounting (SEEA) provides a sound framework for understanding the inter-relatedness and
impact of the key actors in ecosystem accounting. Environmental accounting or Natural Resource
Accounting (NRA) helps frame policy responses as well as to enable their evaluation.

The Ministry of Statistics and Programme Implementation has taken several initiatives for environmental
accounting while collaborating with key stakeholders from different domains within the UN SEEA
framework and brought out a few environmental accounts. The Ministry is making efforts to ensure that
that the frameworks adopted in India are at par with the international standards. India has also become
a member of the UN Committee of Experts on Environmental Accounting. Recognising that assessing the
wide panorama of environmental aspects is challenging, it is important that there is better coordination
amongst agencies and synergies evolved in the administrative data systems so that they can cater to the
requirements as envisaged in the SEEA framework.

The Concept Paper on Natural Resource Accounting in India from the GASAB Secretariat is a step
towards garnering this coordination and assisting the Government of India in developing environmental
accounts by identifying the goals and the challenges, and recommending strategies to facilitate regular
production of accounts of the natural resources.

This document puts on record the short-term goals and directions to the States to devise procedures for
compilation and regular updation of accounts for land, water, minerals and forests, as also the revenues
and expenditure related to these resources. The Report lays the foundation for improving the periodicity
and robustness of natural resource accounts in the coming years. The suggestion of having an
overarching agency under the CAG to monitor collection of information and preparation of Asset
Accounts in the States will go a long way in accelerating the implementation process.

A specific recommendation of the report is to compile information from the Finance Accounts to
understand the revenues from exploitation of natural resources while keeping a tab of the total stock of
natural resources. By integrating these two areas, the implications for sustainability of different patterns
of production and consumption can be examined for the future generation, and there is a sound basis for
framing alternative action plans and policies for course corrections.

We appreciate the role played by GASAB in emphasizing that environmental accounting is fundamental to
good environmental governance and a meaningful shift towards holistic sustainability.

o B,

(Pravin Srivastava)
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Economic growth over decades has largely been an outcome of our continued
reliance on natural resources. The current paradigm of resource-led economic
development sees a coupling between the availability of natural resources and
economic growth. Growth is clearly the major engine to create livelihood
options; its reliance on increased resource use has however has ted to many
negative externalities. Deforestation leading to land degradation and loss of
natural carbon sinks, or overexploitation of exhaustible mining resources
leading to ambient air pollution are two common examples of the impacts due
to the overuse of natural resources. These two examples also bring out the
challenges of irreversible long term consequences in the continuing use of
forestry or mining resources as a means of fostering economic growth,

Addressing this challenges requires us to assess the stocks and flows of natural
resources because, as is often said, ‘what cannot be measured cannot be
managed’. In addressing the larger goal of sustainable consumption and
production, as outlined under UNSDG {UN Sustainable Development Goal} 12,
countries are increasingly using resources and environment accounts to
understand the extent of resource degradation, and to design innovative
policies that can reverse growing resource depletion. There is also growing
acknowledgment of the potential resource security challenges in India and the
consequent need for the identification of appropriate measures that will
decouple economic growth and resource exploitation so that we are able to
achieve the economic growth and job creation necessary to move our fellow
citizens out of poverty, but without a commensurate increase in resource flows.
The solution lies in the sustainability science that can help us achieve circular
economy, based on the BR principles that need to be embedded in our
development paradigm.

| compliment the GASAB (Government Accounting Standards Advisory Board)
Secretariat, in developing the concept paper ‘On Natural Resource Accounting
in India’. The document is extremely relevant and well timed in providing fresh
perspectives towards finding instruments that can enable the decoupling
between resource availability and economic growth, and in strengthening
India’s commitment of the UNSDGs. The diversity of resources and their usage
across sectors and regions and value chains will warrant greater engagement
across various stakeholders and further strengthen co-operation not only for
data sharing but greater exchange of practices that can facilitate a transition to
resource efficiency in India.
A

_/‘mjmhur)
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- Message -

The Government Accounting Standards Advisory Board (GASAB) has been established in August 2002
by the Comptroller & Auditor General of India with the support of the Government of India. GASAB is a
representative body of the Central and State Governments with the responsibility of formulating,
proposing and improving standards of government accounting and financial reporting
(www.gasab.gov.in). The Board, inter-alia, includes representatives of heads of all accounting services, JS
Budget, Government of India, four State Governments in rotation, heads of the Institute of Chartered
Accountants of India, Institute of Cost Accountants of India among others and headed by Deputy CAG as
the Chairperson. In addition to its endeavour on formulating Government Accounting Standards, GASAB
had also been working on natural resource accounting for nearly two years.

This Concept Paper is a result of GASAB's efforts towards helping the causes of environmental
accounting in India, climate change, and sustainable development goals and inter-alia proposes specific
formats for Asset Accounts in respect of four major natural resources, namely, Mineral & Energy
Resources, Water Resources, Forestry & Wildlife Resources and Land Resources. The formats of Asset
Accounts has been designed in keeping with the prescriptions of System of Environmental and Economic
Accounting - Central Framework which allows flexibility to embed country specific needs. Undoubtedly,
this is a major step towards implementation of NRA in the country and the formats of Asset Accounts
proposed through this Paper are novel in their own ways and some of these formats had been tested
through pilots/samples prepared and found to be feasible and implementable.

The Paper proposes to commence with preparation of Asset Accounts on Mineral and Energy Resources
in the States in the first instance and gradually move on to the national level by 2022-23. No doubt,
preparation of Asset Accounts for all the resources planned to be implemented till 2024-25 may face
some challenges like system of data generation and collection which will eventually be subsumed and
settle down with the passage of time. Preparation of the Asset Accounts would definitely help the
entities and the country at large to capture and consolidate information/data on resources which will
further add value and help the cause of monitoring the sustainability of resources, effective decision
making and ensuring good governance.

Here, 1 would like to recognise the huge effort put in by the team consisting of Shri Ashok Sinha,
Principal Director and Shri Sudipta Narayan Biswas, Senior Administrative Officer in not only preparing
this Concept Paper within a very short time but also conceiving and designing the way forward for
implementation of NRA in India in alignment with the prescriptions of SEEA - CF; and also designing
specific formats for Asset Accounts and highlighting other related issues. 1 would also like to
compliment the members of the internal working group, the Accountants General in the States for
providing timely inputs while framing this Paper.

[ sincerely hope that the Concept Paper will be well received by the stakeholders in the Government and
private sector and taken forward for implementation. Also, I am sure that the Paper would be a
stimulant for various interest groups among the academia in India and also abroad.

0
17 July 2020 AY((W\?\ ’

(K K Srivastava)
NEW DELHI Additional Deputy CAG, GASAB
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- Message -

The information on the availability, usage, replenishment/ depletion of natural resources is the need of
the hour. The pollution and other environmental issues are depleting and degrading the natural
resources at an alarming rate. Several Statutes and regulations have been passed by the Government of
India to administer these resources on sustainable basis but as compared to several other countries
around the world, India is still at nascent stage requiring urgent public indulgence. The Institute of
Chartered Accountants of India on its part has established Sustainability Reporting Standards Board for
formulation of standards, doing research and to work closely with various stakeholders including GASAB
in this direction.

Natural Resource Accounting (NRA), an accounting framework to compile data relating to natural
resources, is a way to prepare India to achieve Sustainable Development Goals (SDG) 2030. NRA would
help in taking decisions not only about further usage of natural resources but also for ascertaining
sustainability of these resources for future generation. NRA can also play important role in assessing
environmental aspects of the projects being undertaken, be it by the Government, private or through
public-private partnership models.

This paper prepared by GASAB covers in detail what are natural resources, what is NRA, valuation of
resources, progress so far in India with regard to NRA, role of NRA in SDG and the initiatives in other
countries, issues and challenges in NRA, participation of private sector in NRA, way forward for
implementation of NRA in India, etc. It also provides detailed guidance about preparation of asset
accounts in respect of various natural resources such as mineral, energy, water, forestry, wildlife, land
along with disclosure on receipts and expenditure related to NRA.

This paper prepared keeping in mind the Indian scenario, proposes to initiate the preparation of Asset
Accounts in the States that can gradually be expanded to the national level in a phased manner. This
paper also mentions that to facilitate NRA, each State may constitute an NRA Cell with representatives
from the administrative departments in the State Governments, Statistical Department, Accountants
General (Audit and A&E).

I congratulate the Government Accounting Standards Advisory Board (GASAB) and all other

contributory agencies for their efforts in bringing out the Concept Paper on the novel concept of Natural
Resource Accounting in India.

I hope that this Concept Paper would prove immensely beneficial to various stakeholders.

New Delhi
(CA. Atul Kumar Gupta)
July 23,2020 President, ICAI
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PREFACE

Environmental and natural resources make an important contribution to long-term economic
performance and can be considered economic assets, even when they do not enter the market
transactions directly. As natural resources are crucial for manufacturing as well as having
inbuilt value for existence of inter-generations, the idea of natural capital has the prospective to
bring together economic and environmental welfare by integrating the significance of natural
capital in decision making process.

The need for natural accounting took its first step at the UN Conference on Human
Environment in 1970 when the relationship between economic development and
environmental degradation was discussed. The Brundtland Commission articulated the idea of
close association between the environment and economic activities for the first time in 1987
which was followed up by environmental accounting and the Earth Summit at Rio de Janeiro in
1992. In line with these developments, the UN released the international standards for the
compilation of national accounts in 1993 which was revised in 2009. Simultaneously, the UN
also adopted the System of Environmental and Economic Accounting - Central Framework in
2012.

Many countries are using their environmental accounts to track pollution; the use of natural
resources, such as water, forests, and mineral deposits; and environmental protection
expenditures. The accounts are also used in policy analysis and resource management decision
making. In India, the CSO under the MoSPI has been spearheading the work and since the year
2000, more than 150 studies have been conducted. India is also a partner in the Natural Capital
Accounting and Valuation of Ecosystem Services' project launched by the United Nations which,
at present, is proposed in five countries including India. Meanwhile, CSO has issued
supplement on Environment Accounts in September 2018 wherein the physical stock of four
natural resources across India have been enumerated. Subsequently, CSO has also brought out
the EnviStats 2019 based on the quality characteristics namely soil nutrient index and water
quality accounts.

This concept paper intends to present a broad outline about the concept of NRA vis-a-vis its
interrelation with sustainable development goals and climate change (Chapter I, II and III),
development of environmental accounting (Chapter 1V), Valuation of resources (Chapter V),
progress made by various countries and in India (Chapter VI and VII), Role of SAI, India
(Chapter VIII), natural resources available in India - their listing, governance and imposition of
revenues thereon (Chapter IX). The paper proposes a three pronged way forward - short, mid
and long term goals inter-alia encompassing the issues and challenges which are at Chapters X
to XV. This paper also proposes to bring the private sector under the process of NRA (Chapter
XVI). The last Chapter XVII discusses about the receipts and expenditure related to NRA and
bringing them under single umbrella as a disclosure statement.
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MAKING OF THIS PAPER

Natural Resource Accounting is being dealt upon in GASAB for quite some time but it gained
momentum in recent years. An internal working group (IWG) was formed in 2018 with
members from CAG, MoEFCC, MoSPI etc. A list showing members of the IWG is at
Annexure - A. The IWG met twice to discuss the issues and challenges of implementing NRA in
India and probable ways forward. Besides, two workshops on NRA have been conducted at the
CAG's International Centre for Environment Audit and Sustainable Development at Jaipur
during the years 2019 and 2020 where eminent speakers across ministries, research scholars,
non-government organisations etc working in the field spoke on various subjects related to
NRA. Also, there were a number of workshops on NRA at the knowledge center of GASAB
(CAG's Regional Training Institute) at Allahabad where the Group Officers and staff members of
CAG from the field Offices attended.

This Concept Paper was prepared in the GASAB Secretariat in CAG's Office by a core team
consisting of Shri Ashok Sinha, Principal Director and Shri Sudipta Narayan Biswas, Senior
Administrative Officer. This included research works on available information/data on the
subject from diverse sources some of which are detailed in bibliography, conceiving and
chalking out the proposed way forward divided into three term strategies along with the
formats of the Asset Accounts and inclusion of private entities under the ambit of NRA,
identifying the probable issues and challenges to be handled while implementation of NRA in
India besides designing the overall layout of the Paper. Shri K K Srivastava, Additional Deputy
CAG, GASAB monitored and supervised the work and Ms Anita Pattanayak, Deputy CAG &
Chairperson, GASAB provided overall vision and guidance for the project. The first draft of the
paper was prepared between August and December 2019 and released in January 2020.

The first draft paper was shared with the members of senior management in CAG, all the
Accountants General (both Audit and Accounts & Entitlements) across the country, members of
the IWG and also the members of the Board of GASAB. The draft Paper was preliminarily
discussed in the 35th GASAB Board meeting held on 3 February 2020 and was subsequently
put up to the CAG for appraisal on 6 February 2020.

In order to involve the academia with this Paper, a team led by Additional Deputy CAG (GASAB)
met with the Vice Chancellor (VC) of Delhi University (January 2020) at the instance of
Chairperson, GASAB for seeking assistance on various environmental related initiatives of
GASAB and also to peer review the concept paper. The VC, DU has nominated three subject
experts from the Department of Environmental Studies. The subject specialists from DU agreed
to the proposal of this Paper to start with the Asset Accounts on Mineral & Energy Resources.
Another meeting was held between a team led by Additional Deputy CAG (GASAB) and
representatives of The Energy and Resources Institute (TERI) in February 2020 on preparation
of Concept Paper on NRA with the request to review the Paper. During the meeting, the experts
of TERI largely agreed with the outline of the Paper.
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Responses have been received from MoSPI (member of internal working group), Chief General
Manager, Reserve Bank of India (member of GASAB Board) and a number of field Offices of CAG
which have been appropriately incorporated in the Paper.

As the draft paper envisaged implementation of NRA in phases and proposed for taking up the
Asset Accounts in respect of mineral and energy resources in the first phase, pilot studies on
the above are underway in three States namely Andhra Pradesh, Uttar Pradesh and Rajasthan.

The second draft of this Paper was finalised in June 2020 and shared with the Secretaries to the
Government of India in the MoSPI, MoEFCC, Ministry of Mines; Jal Shakti and Land Resources;
all the State Governments in the Finance Department, members of the Board of GASAB;
technical advisors of GASAB, all Accountants General across the country for their information
with the request to share their comments/suggestions, if any, for improving the Paper.
Comments/suggestions received till 20 July 2020 had been incorporated in the Paper.

In order to ensure an independent evaluation of this Paper, Offices of the Director General,
International Center for Environment Audit & Sustainable Development at Jaipur and Director
General of Audit, Environment & Scientific Departments Audit at New Delhi have peer reviewed
the Paper in July 2020. Their comments/suggestions have been taken into consideration while
finalising the Paper.

The contribution of these Offices in quickly reviewing the Paper as also the
comments/suggestions of other entities, academia are gratefully acknowledged.
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The following comments were received on the Paper, till date of printing:

- [ am very sure that GASAB will do gazab with this noble endeavour. All the very best to the entire
team. This will help us in assessing the humongous volume of natural resources in the country and
[ am sure all Ministries will come forward in its implementation -

Hon'ble Shri Babul Supriyo,
Minister of State for Environment, Forest and Climate Change
(During digital launch of the Concept Paper on 28 July 2020)

- We Congratulate the team that worked on the Concept Paper for the comprehensive coverage of
the topic -

Member of Board, GASAB and
Technical Advisor, Reserve Bank of India,

- MoSPI appreciates that the short, medium and long term goals given in the Concept Paper are
well aligned with the Report on Green National Accounting in India prepared by Professor Sir
Partha Dasgupta. MoSPI also appreciates the objective of bringing the State Governments on
board to collectively collaborate and contribute to the compilation of natural resource accounts of
the country -

Ministry of Statistics & Programme Implementation,
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Development Goals (SDG), 2030. I also appreciate the GASAB to skilfully craft the long, medium &
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interest and to the Indian economy, would suggest that the Members of the ICAI can also
contribute in NRA by providing assistance to the Government of India in identification and
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valuation methods prescribed in the concept paper -

CA. Atul Kumar Gupta
President, ICAI
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- The Concept paper is a noteworthy step towards linking the financial flows from natural
resources to the depletion in physical stocks and usage. It identifies the many benefits that would
accrue from Natural Resource Accounting like, (a) Resource management (b) Monitoring of
sustainable development goals (c) Combating Climate Change and (d) being an aid to
Environment Impact Assessment. It has also brought the focus on Agenda 21 and stated that an
important step is the establishment of better measurement of the crucial role of the environment
as a source of natural capital and as a sink for by products generated during the production of
man- made capital and other human activities.

In the Concept Paper, there have been painstaking efforts to formulate formats for Asset Accounts
for Mineral & Energy, Water, Forestry and Land Sectors. The timelines set in this Paper are fairly
ambitious and would have to be aligned with the ground reality of data flows in the various
sectors and sub-sectors -

Ministry of Environment, Forest & Climate Change,
Statistics Division
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EXECUTIVE SUMMARY

Taking its initial steps in the 1970s, sustainability of natural resources and its accounting in
the overall framework of national accounts has been gaining importance, decades after
decades. While some countries have gone ahead with implementing resource accounting in
some ways or the other, the United Nations has been working on the subject and came out
with successive frameworks on NRA, the latest being the System of Environmental and
Economic Accounting - Central Framework in 2012 which is the latest internationally
accepted framework for natural resource accounting across the world.

The concept of NRA has been gaining momentum in India as well with number of studies
carried out under the aegis of the Ministry of Statistics and Programme Implementation.
However, despite the efforts at different levels, it is undenying that at present, a
consolidated database on availability and physical extraction/use of natural resources,
revenue generated therefrom, expenditure incurred on extraction and mitigation of
environmental degradation and sustainability of resources is not available in the States as
well at the national level. Such a database will be immensely helpful for having a broad
idea of the available resources, revenues expected therefrom, costs involved and their
sustainability for the future generations.

Keeping the above in view and the mandate of the Government Accounting Standards
Advisory Board in suggesting accounting framework for enhancing the quality of decision
making and public accountability in mind, this Concept Paper is a result of GASAB's efforts
towards helping the causes of environmental accounting in India, climate change, and
sustainable development goals and inter-alia proposes a detailed way forward segregating
the implementation strategy into short, medium and long term goals with suggestive
formats for preparation of Asset Accounts in respect of four major natural resources
namely mineral & energy resources, water resources, land resources and forestry & wildlife
resources. The formats of Asset Accounts have been designed in keeping with the
prescriptions of SEEA - CF which allows flexibility to embed country specific needs, e.g., the
Asset Accounts on Mineral & Energy Resources incorporate information on illegal mining
while the Asset Accounts of Water Resources require information to be provided
separately for surface water and ground water, taxed and untaxed water supplies etc.
Similarly, the Asset Account on Forestry and Wildlife Resources is designed to capture
illegal felling of trees and also to include the data on wildlife resources including
encroachment and poaching cases. The Asset Account on Land Resources requires the
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entities to provide information on acquisition and further allotment of land by Government
for industrial and other purposes.

These additionalities proposed in the Asset Accounts would definitely help the entities and
the country at large to capture and consolidated information/data on resources which will
further add value and help the cause of monitoring the sustainability of resources, effective
decision making and ensuring good governance.

The Paper also maps tentative issues and challenges that may come up during the course of
implementation process. Another important issue flagged in this Paper is recognising the
role of private players and bringing them under the overall framework of NRA by
proposing specific reporting requirements so that the entire spectrum of resource
extraction and utilisation and management of residuals/effluents can be covered under one
umbrella. The Paper proposes to initiate the preparation of Asset Accounts in the States
and then gradually expanded to the national level. Upon preparation of Asset Accounts in
the States and in the Union, these Asset Accounts can also form part of the Finance
Accounts of the States and Union, in the long run, after necessary approvals.

The short, medium and long term goals as envisaged in this Paper are as mentioned below:

Short term goals
Highlights Years covered Challenges to address
® Preparation of Asset Accounts on 2019-20to2021-22 *® Mandating the reporting
mineral and energy resources in States requirements by private sector as to

use of resources, water and release of

e [nitiation and preparation of disclosure -
effluents/ residuals

statement on revenues and expenditure

related to NRA e [dentifying the authority to manage
and monitor online information from
private sector

(Para 10.3.1.1)

NRA to initially commence from States with preparation of Asset Accounts in respect of
Mineral & Energy Resources from the year 2019-20. The Paper proposes specific formats
for Asset Accounts.

(Chapter XI and tables 9 and 10)

Private Sector to be included in overall framework of NRA. Reporting requirements and
formats for reporting the usage of resources and management of effluents/residuals is
proposed.

(Chapter XVI and tables 27 & 28)
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This Paper proposes for a separate disclosure statement for capturing the receipts collected
from as well as expenditure incurred on exploitation of natural resources and related
activities. Indicative formats for the disclosure statement is suggested in this Paper.

(Chapter XVI and tables 27 & 28)

Mid term goals

Highlights Years covered Challenges to address

* Preparation of National Asset Accounts 2022-23 to 2024-25 Periodicity of the Asset Accounts of
on mineral and energy resources Water, Land and Forest resources to

e Preparation of Asset Accounts in respect be decided
of other three resources namely water,

land and forest resources Mapping the periodicity of data

management with the requirement of
e Preparation of supply and use tables in Asset Accounts
physical and monetary terms showing
flow of natural resource inputs, products
and residuals

Decision on the agency which would
prepare the Asset Accounts in
respect of the resources at national
level

(Para 10.3.1.2)

During the mid-term goal period, the Paper proposes to expand the Asset Accounts of
Mineral & Energy Resources to national level by including the natural resources not under
direct control of the States, like the resources in ocean beds which is administered directly
by the Union Government.

The mid-term goals also include proposal for preparation of Asset Accounts in respect of
other three resources namely the Water, land and forestry and wildlife resources. Specific
formats for preparation of these Asset Accounts are also proposed in this Paper. As regards
the Water Accounts, while the Paper proposes for preparation of Asset Accounts on Water
Resources during the mid-term goals (2022-23 onwards), yet, it also suggests that the
States may start preparation of Asset Accounts on experimental basis with immediate
effect.

(Chapters XII, XIII & XIV, tables 16, 20-22, and 25-26)

Long term goals

Highlights Years covered Challenges to address

® Preparation of the economic accounts 2025-26 onwards Nil
highlighting depletion adjusted economic
aggregates; and

® Preparation of functional accounts recording
transactions and other information about
economic  activities  undertaken  for
environmental purposes.
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Subsequent to rolling out of short and mid-term goals which would help India to achieve
the first two of the four stage implementation of NRA as prescribed by the SEEA - CF, work
on the third and fourth stages would need to begin. These are planned post 2024-25.

(Para 10.3.1.3)

As NRA is being taken up for implementation in India, there is bound to be operational
constraints and difficulties in filling up the Asset Accounts. Foreseeing these, the SEEA - CF
has envisaged flexibility in preparation of the Asset Accounts which may evolve with the
passage of time. The entities may also feel free to modify the fields of the suggested formats
in view of practicalities keeping the overall framework and idea of the tables intact. This
Paper proposes setting up NRA Cell in the States with representatives from the
administrative departments of State Governments, Statistical Department, Accountants
General (Audit and A&E) for facilitating preparation of Asset Accounts.

(Para 10.5)

Achievement of the short and mid-term goals by 2024-25 would not only help the entities
with a consolidated database on availability, usage and sustainability of resources vis-a-vis
revenues generated and the costs involved, but also will be a major breakthrough towards
attaining first two out of four stage implementation of NRA as envisioned in the SEEA - CF.

Undoubtedly, NRA would also help in attaining other pressing commitments like the
sustainable development goals and targets for reduction in green house gases to mitigate
the devastation caused by climate change. The efforts may then be taken forward with the
aim of achieving the remaining two stages by 2030 - the indicative target of achievement of
Sustainable Development Goals set by the United Nations.
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CHAPTER -1

NATURAL RESOURCE
ACCOUNTING - INTRODUCTORY

11 Introduction

Ecosystem Services - nature's gift to mankind : Human well-being depends
upon healthy ecosystems. They provide the mankind with oxygen to breathe, clean
water, food, natural medicinal substances, and raw materials for industrial goods;
their many services include storing greenhouse gases and providing inspiration for
technical solutions. They also provide a range of cultural services, which
considerably enhance our quality of life — a walk through the forest, the beauty of
flora and fauna, opportunities for recreation and enjoyment, and so on.

However, loss of biodiversity along with the depletion of natural resources and the
resulting degradation of ecosystems are becoming ever more apparent. When
ecosystem services and the benefits they provide are lost, it is difficult and often
highly costly to society to offset this loss. Yet as numerous examples from around
the world have shown, it is worthwhile - not least economically - to protect nature
and ensure the sustainable use of biological diversity.

The concept of Natural Resource refers to all types of environmental assets existing
in the environment and incorporates the broad set of services provided by
ecosystems assets. Natural resource is essential for economic growth, employment,
and, ultimately, prosperity of a country. The benefits derived from environment
range from the use of environmental assets as raw materials for production and
the dependence on environmental conditions for production - the benefits derived
from being able to enjoy nature, we constantly derive benefits from the
environment. The interplay of the environment and the economy is crucial to be
understood by the policy makers while framing the policy for growing economy
using the natural resource on sustainable basis.

There is now widespread international support for the concept and practice of
Natural Resource Accounting (NRA). One of the key international developments
has been the System of National Accounts (SNA) which is an accounting framework
for measuring the economic activities of production, consumption and
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accumulation of wealth in an economy and provides for analyzing and evaluating
the performance of an economy during a period of time. Further, major
development has been adoption of integrated System of Environmental and
Economic Accounting (SEEA) which describes the interrelationship between the
economy and the environment. Unlike the conventional accounting system, this
system provides for computing the depletion of natural resources and
environmental degradation.

India has a long history of research on environmental aspects including ecosystem
services. Although, various regional studies have been carried out in areas of
forest, wetlands, coastal marine etc., a full-fledged national account could not be
compiled. Environmental accounts and NRA is still in developing stage. There is a
need to construct a full-fledged and robust environmental accounting and NRA
methodology to ensure that natural capital, resource depletion and environment
effects are accounted for. This concept paper attempts to bring out the various
challenges and possible way forward to accounting of natural and environment
resources in India.

1.2  Types of natural resources

Natural resources are components that exist in the world without the input of
humans. Natural resources can be divided into:

On the basis of origin:

Biotic- These resources are obtained from the biosphere - living and organic
material such as forests and animals. Fossil fuels such as coal and petroleum are
also biotic resources.

Abiotic - Abiotic resources are those that come from non-living, inorganic material
e.g. land, fresh water, air and heavy metals including ores such as gold, iron, copper,
silver, etc.

On the basis of their stage of development, natural resources may be classified as:

Potential resources - Potential resources are those that exist in a region and may
be used in the future. For example, petroleum occurs with sedimentary rocks in
various regions, but until the time it is actually drilled out and put into use, it
remains a potential resource.

Actual resources - Actual resources are those that have been surveyed, their
quantity and quality have been determined and are being used in present times.

Government Accounting Standards Advisory Board
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Reserve resources - The part of an actual resource which can be developed
profitably in the future is called a reserve resource.

Stock resources - Stock resources are those that have been surveyed but cannot
be used due to lack of technology. For example: oxygen.

Further, natural resources can also be categorized as either renewable or non-
renewable resources:

Renewable resources - These are resources that can be replenished naturally.
Resources are classified as renewable if its rate of replenishment/recovery exceeds
that of the rate of consumption. Resources such as forest, solar energy, air, sea
water etc are not only renewable resources but can continue to replenish
themselves through ecological systems and support the mankind if actions
detrimental to these could be minimised thro