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mine restoration costs under Iranian national accounting standards and IAS 37 and to
identify the major areas of convergence and divergence between the two frameworks. This
applied study employed a descriptive-analytical, documentary, and comparative design. The
primary sample consisted of exactly two standards: Iranian Accounting Standard No. 4,
“Provisions, Contingent Liabilities and Contingent Assets,” and IAS 37, “Provisions, Contingent Liabilities and Contingent
Assets.” Data were collected using a researcher-developed comparative analysis checklist and analyzed through directed
qualitative content analysis and clause-by-clause comparison. The analytical dimensions included the nature of obligations,
recognition criteria, initial measurement, risk and uncertainty, discounting, changes in estimates, the relationship between
restoration obligations and mining assets, and presentation and disclosure requirements. Each comparison was classified as
complete convergence, partial convergence, or substantive difference. Of the 29 accounting requirements compared, 15
cases, representing 51.72%, showed complete convergence, 9 cases, representing 31.03%, showed partial convergence, and
5 cases, representing 17.24%, were classified as substantive differences. Accordingly, 82.75% of the examined items
demonstrated at least partial convergence. The highest level of convergence was found in recognition criteria, including the
existence of a present obligation, occurrence of a past obligating event, probability of resource outflow, and reliable
estimation. The principal differences concerned subsequent measurement, changes in discount rates, adjustments to the
carrying amount of the related mining asset, distinction between unwinding of discount and revisions in estimates, and
disclosure of uncertainties regarding the amount and timing of settlement. Iranian accounting requirements are substantially
aligned with IAS 37 in the fundamental principles governing environmental provisions; however, implementation-level
differences in subsequent measurement, asset-related adjustments, and uncertainty disclosures may reduce comparability
and transparency in mining companies’ financial statements, indicating a need for more detailed implementation guidance
and greater alignment with international requirements.
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Extended Abstract

Introduction

Environmental liabilities have become an increasingly important component of financial reporting, particularly in
industries whose activities generate substantial long-term ecological obligations. Mining is one of the clearest examples
because extraction activities can create legally enforceable or constructive obligations related to dismantling facilities,
stabilizing mining areas, restoring land, rehabilitating vegetation, managing tailings, treating contaminated water, and
returning mining sites to an environmentally acceptable condition after operations cease. These obligations may arise during
the operating life of a mine even though the associated cash outflows occur many years later. Consequently, the accounting
treatment of environmental provisions is closely connected with the faithful representation of liabilities, assets, expenses,
and future cash commitments. High-quality financial reporting requires information that is relevant, sufficiently reliable,
transparent, and capable of supporting economic decision-making (Mesioye & Bakare, 2024; Smieliauskas et al., 2022).
Materiality is also central because environmental restoration liabilities can significantly affect users' assessment of financial
position, profitability, liquidity, and long-term risk (Avi, 2022). The issue is especially important in mining, where
environmental consequences may continue after extraction has ended and where mine-impacted water, waste materials,
soil degradation, and other residual effects may require long-term remediation and monitoring (Clay et al., 2022). At the same
time, the growing importance of environmental, social, and governance performance has increased expectations that
companies recognize and disclose environmental obligations in a transparent manner. Previous studies have linked ESG
performance to corporate performance, financing conditions, green innovation, and managerial environmental awareness
(Devi & Sapna, 2024; Osanlou & Esmaili Khatibani, 2025; Sajadi-Rad & Darabi, 2025). Environmental accounting is therefore
no longer limited to recording direct operating expenses; it increasingly serves as an accountability mechanism through which
the economic consequences of environmental degradation are incorporated into corporate reporting (Hosseini et al., 2026).
The measurement of mine restoration provisions is nevertheless challenging because the final expenditure may depend on
future inflation, regulatory developments, technological changes, the physical condition of the site, expected remediation
methods, the remaining life of the mine, and discount rates. Such estimates require substantial professional judgment and
technical expertise, similar to other accounting areas characterized by valuation uncertainty (Boritz & Timoshenko, 2024).
Auditor judgment may likewise be influenced by environmental conditions, internal organizational capabilities, workload
pressures, and the availability of reliable evidence (Lopez & Greenwald, 2022; Shamsadini et al., 2025). From a broader
reporting perspective, international convergence is intended to improve comparability, but formal adoption or alignment
with IFRS does not necessarily eliminate differences in interpretation and implementation. Evidence from different
jurisdictions indicates that convergence is shaped by institutional arrangements, professional practice, regulatory traditions,
and the specific reporting environment (Shkulipa, 2023; Tlemsani et al., 2023; Uzma, 2023). Differences between accounting
frameworks can influence not only recognition and measurement but also auditing costs, reporting timeliness, and users'
interpretation of financial statements (Winiarska, 2024; Zhou et al., 2022). Furthermore, controversies surrounding complex
accounting areas demonstrate that standard setting frequently involves balancing conceptual consistency, measurement
reliability, and decision usefulness (Crumbley et al., 2023; Durocher & Georgiou, 2022; Fernandez et al., 2024). Environmental
restoration provisions raise similar issues because they combine legal obligations, uncertain estimates, long-term discounting,
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resources are involved and the consequences of inadequate recognition may ultimately be transferred to future shareholders,
governments, or communities (Dabbaghi et al., 2026; Malgas & Zondi, 2021). Legal and regulatory environments further
affect how enforceable and constructive obligations are interpreted in practice (Olsson, 2023). In addition, the growing use
of advanced analytical and artificial-intelligence-based tools in financial reporting may enhance the assessment of complex
estimates, although such technology cannot replace clear recognition and measurement rules (Huang et al., 2026). Against
this background, the present study aimed to comparatively examine the recognition, initial and subsequent measurement,
presentation, and disclosure requirements for environmental provisions and mine restoration costs under Iranian national
accounting standards and IAS 37 and to identify the major areas of convergence and substantive difference between the two
frameworks.

Methods and Materials

The study employed an applied, descriptive-analytical, documentary, and comparative research design. The primary
research sample consisted of exactly two core accounting standards: Iranian Accounting Standard No. 4, “Provisions,
Contingent Liabilities and Contingent Assets,” and International Accounting Standard IAS 37, “Provisions, Contingent
Liabilities and Contingent Assets.” These standards were selected purposively because they provide the principal
requirements governing the recognition, measurement, reassessment, presentation, and disclosure of provisions and
uncertain obligations. Complementary accounting requirements relating to property, plant and equipment, dismantling and
restoration obligations, changes in restoration liabilities, and asset-related adjustments were used only as interpretive
supporting material and were not counted as primary sample documents. The unit of analysis was an individual accounting
requirement or rule relevant to environmental obligations, mine closure, site restoration, rehabilitation expenditure,
dismantling costs, discounting, changes in estimates, the relationship between restoration liabilities and mining assets, and
related disclosures. Data were collected through a researcher-developed comparative analysis checklist. The checklist
covered the origin and nature of obligations, legal and constructive obligations, recognition criteria, probability of resource
outflows, reliable estimation, best-estimate principles, risk and uncertainty, time value of money, discount rates, future
events, third-party reimbursements, reassessment of provisions, unwinding of discount, changes in estimates, asset-related
accounting effects, presentation, and disclosure. Mining-specific issues such as facility dismantling, land rehabilitation,
topographic restoration, waste stabilization, contamination remediation, vegetation recovery, and long-term environmental
restoration were also incorporated into the analytical framework. The official texts of both standards were reviewed
repeatedly, relevant provisions were extracted and coded, and corresponding requirements were matched. Directed
qualitative content analysis and clause-by-clause comparative analysis were then applied. Each comparison was classified as
complete convergence, partial convergence, or substantive difference. Complete convergence was assigned when both
frameworks produced essentially equivalent accounting consequences; partial convergence was assigned when the
underlying principle was similar but differences existed in detail, scope, terminology, or implementation; and substantive
difference was assigned when the divergence could materially affect the timing of recognition, the carrying amount of
liabilities or assets, reported expenses, or disclosure quality. No inferential statistical tests were used because the evidence
consisted of regulatory and accounting texts rather than observations from a statistical population.

Findings
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The documentary analysis identified 58 relevant meaning units, comprising 29 requirements extracted from the Iranian
national framework and 29 corresponding requirements from IAS 37 and related interpretive provisions. These units were
consolidated into 29 final paired comparisons across eight major dimensions: origin and nature of the obligation, recognition
conditions, initial measurement, risk and uncertainty, discounting and the time value of money, subsequent measurement
and changes in estimates, the relationship between the restoration obligation and the related mining asset, and presentation
and disclosure. Of the 29 paired accounting requirements, 15 cases, representing 51.72 percent, were classified as complete
convergence; 9 cases, representing 31.03 percent, were classified as partial convergence; and 5 cases, representing 17.24
percent, were classified as substantive differences. Thus, 82.75 percent of the examined requirements demonstrated at least
partial convergence. The highest degree of convergence was observed in recognition criteria. Both frameworks required a
present obligation arising from a past event, a probable outflow of economic resources, and a reliable estimate before a
provision could be recognized. Both also accepted legal obligations and, subject to relevant conditions, constructive
obligations. Significant convergence was also observed in the requirement to use the best estimate of the expenditure needed
to settle the obligation, incorporate relevant risks and uncertainties, review provisions at each reporting date, and reverse
provisions when the probability of an outflow no longer existed. Partial convergence was more common in the treatment of
constructive obligations, the level of guidance concerning probability-weighted outcomes, the treatment of inflation, the
specification of discount rates, and the disclosure of uncertainty. IAS 37 provided greater explicitness regarding the use of a
pre-tax discount rate reflecting current market assessments of the time value of money and risks specific to the liability, while
the Iranian framework was generally consistent in principle but less detailed in implementation. The most important
substantive differences were observed in the accounting for subsequent changes in mine restoration liabilities and their
interaction with the carrying amount of the related mining asset. Under the international framework, changes in the
estimated restoration obligation can produce systematic adjustments to the associated asset, while the increase in the
discounted liability caused solely by the passage of time is distinguished as a financing-related expense. Differences were also
identified in the level of guidance on impairment implications following changes in restoration liabilities. Regarding disclosure,
both frameworks required information on the nature and movement of provisions, but IAS 37 placed more explicit emphasis
on the expected timing of resource outflows, major uncertainties concerning amount or timing, and relevant assumptions.
Overall, the findings indicated substantial conceptual alighment between the two systems but also showed that
implementation-level differences remain capable of affecting reported liabilities, asset carrying amounts, depreciation,
finance costs, and the transparency of environmental information.

Discussion and Conclusion

The findings indicate that the principal accounting logic underlying environmental provisions is largely shared by the
Iranian national framework and IAS 37. The strongest convergence occurs at the recognition stage, suggesting that both
frameworks are based on a common conceptual understanding of when an uncertain environmental obligation becomes
sufficiently concrete to be recognized as a liability. For mining companies, this means that restoration expenditure should not
be deferred merely because settlement will occur in the distant future. Once extraction or another obligating event creates
a present legal or constructive obligation and the associated expenditure can be estimated reliably, the economic burden
should be reflected in the financial statements. This prevents current-period profitability from being overstated through the

omission of restoration costs that are economically generated by present extraction activities. Nevertheless, the study also
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demonstrates that conceptual convergence does not guarantee identical accounting outcomes. The most significant
differences arise after initial recognition, particularly when estimates, discount rates, restoration schedules, or technical
remediation requirements change. These differences are important because mine rehabilitation obligations are inherently
long-term and can be highly sensitive to changes in assumptions. Even modest changes in the discount rate or expected
restoration cost can materially alter the reported liability. If the associated accounting treatment of the related asset is not
equally detailed across frameworks, identical underlying environmental obligations may generate different patterns of asset
valuation, depreciation, finance cost recognition, and profit measurement. The findings therefore suggest that the principal
area requiring further development in the Iranian framework is not the basic recognition principle but the operational
guidance surrounding subsequent measurement. A more explicit distinction between changes caused by revised estimates
and changes resulting solely from the passage of time could improve consistency. Similarly, clearer guidance on adjustments
to the carrying amount of the related asset and the possible need for impairment assessment would reduce diversity in
practice. The disclosure findings also have important implications. Reporting only the closing provision balance is insufficient
for users attempting to assess the economic significance of environmental obligations. For long-lived mining operations, users
also need information about timing, assumptions, major sources of uncertainty, expected cash outflows, and significant
changes in estimates. Improved disclosure in these areas would strengthen comparability and allow investors, creditors,
regulators, auditors, and other stakeholders to distinguish between changes resulting from updated restoration expectations,
discount-rate movements, operational developments, and actual expenditure. The results additionally show that accounting
for environmental provisions should be integrated with broader environmental risk management rather than treated as an
isolated year-end reporting exercise. Reliable measurement requires coordination among accounting personnel, engineers,
environmental specialists, legal advisers, and risk managers because the financial estimate depends on technical and legal
information that extends beyond the accounting function. This is especially important in mining, where site-specific
characteristics can substantially affect the ultimate cost of rehabilitation. In conclusion, the study demonstrates that Iranian
national accounting requirements and IAS 37 are substantially aligned in the fundamental recognition and measurement
principles applicable to environmental provisions and mine restoration costs, but meaningful differences remain in
discounting guidance, subsequent measurement, asset-related adjustments, and disclosure. Strengthening these areas would
improve consistency, comparability, and transparency in the financial reporting of Iranian mining companies and would

provide a more faithful representation of the long-term environmental costs associated with mineral extraction.
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