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New Zealand Equivalent to International AccountBigndard 16°roperty, Plant and
Equipment (NZ IAS 16)is set out in paragraphs 1-83 and the Appendix. IANZ 16 is
based on International Accounting StandardRperty, Plant and Equipment
(IAS 16) (2003) initially issued by the InternatadrAccounting Standards Committee
(IASC) and subsequently revised by the Internatiohecounting Standards Board
(IASB). All the paragraphs have equal authority betain the IASC format of the
Standard when it was adopted by the IASB. NZ I8Sshould be read in the context
of its objective and the IASB’s Basis for Conclusioon IAS 16, the New Zealand
Preface and the New Zealand Equivalent to the IABBamework for the Preparation
and Presentation of Financial Statements (NZ Framework). NZ IAS 8Accounting
Palicies, Changes in Accounting Estimates and Errors provides a basis for selecting
and applying accounting policies in the absenoexpficit guidance.

Any additional material is shown with grey shadinbhe paragraphs are denoted with
“NZ" and identify the types of entities to whichetiparagraphs apply.

This Standard uses the terminology adopted in maténal Financial Reporting
Standards (IFRSs) to describe the financial statésnand other elements. NZ IAS 1
Presentation of Financial Statements (as revised in 2007) paragraph 5 explains that
entities other than profit-oriented entities segkin apply the Standard may need to
amend the descriptions used for particular linm#eén the financial statements and for
the financial statements themselves. For exampiijt/loss may be referred to as
surplus/deficit and capital or share capital maydferred to as equity.
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HISTORY OF AMENDMENTS

Table of Pronouncements — NZ IAS 1@&roperty, Plant and Equipment

This table lists the pronouncements establishirg) substnatially amending NZ IAS
16. The table is based on amendments approved3@sNovember 2008.

Pronouncements Date approvedEarly operative | Effective date
(ASRB date (annual
approval) reporting

periods... on
or after ...)

NZ IAS 16 Property, Plant and | Nov 2004 1 Jan 2005 1 Jan 2007

Equipment (Approval 9)

Approval of NZ IFRS 6 April 2005 1 Jan 2006 1 Jan 2007

Exploration for and Evaluation | (Approval 54) | Early application

of Mineral Resources encouraged

Framework for Differential Jun 2005 1 Jan 2005 1 Jan 2007

Reporting for Entities Applying | (Approval 62)
the New Zealand Equivalents to
IFRSs Financial Reporting
Standards Reporting Regime
(Framework for Differential

Reporting)

Amendment to th&ramework | Dec 2005 1 Jan 2005 1 Jan 2007
for Differential Reporting (Approval 76)

NZ IAS 23Borrowing Costs Jul 2007 Early application 1 Jan 2009
(revised 2007) (Approval 90) | permitted

NZ IAS 1 Presentation of Nov 2007 Early application 1 Jan 2009
Financial Satements (Approval 94) | permitted

(revised 2007)

Omnibus amendments (2007-1) Nov 2007 | Early application 1 Jan 2008
(Approval 95) | permitted

NZ IFRS 3Business Feb 2008 Early application 1 Jan 2009
Combinations (revised 2008) | (Approval 98) | permitted

Improvements to NZ IFRSs June 2008 | Early application 1 Jan 2009
(Approval 102)| permitted

Amendments to NZ IAS 23 | Nov 2008 Early application 1 Jan 2009
Borrowing Costs (Approval 110)| permitted
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Table of Amended Paragraphs in NZ IAS 16

Paragraph affected | How affected By ... [date]

Paragraph 3 Amended NZ IFRS 6
[April 2005]

Paragraph 5 Amended Improvements to NZ IFRSs
[June 2008]

Paragraph NZ 5.3 Inserted Amendment toRheamework for
Differential Reporting
[Dec 2005]

Paragraph NZ 5.4 Inserted Amendment toRhemework for
Differential Reporting
[Dec 2005]

Paragraph NZ 5.5 Inserted Amendment toRheamework for
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[Dec 2005]

Paragraph 6 Amended Improvements to NZ IFRSs
[June 2008]

Paragraph NZ 15.2 Amended Omnibus amendments (2P07-
[Nov 2007]

Paragraph 23 Amended NZ IAS 23
[Jul 2007]

Paragraph NZ 33.14| Amended NZ IAS 23
[Jul 2007]

Paragraph NZ 33.14| Amended Amendments to NZ IAS 23
[Nov 2008]

Paragraph 39 Amended NZ IAS 1
[Nov 2007]

Paragraph NZ 39.2 Amended NZ IAS 1
[Nov 2007]

Paragraph 40 Amended NZIAS 1
[Nov 2007]

Paragraph NZ 40.1 Amended NZ IAS 1
[Nov 2007]
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Table of Amended Paragraphs in NZ IAS 16
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Paragraph NZ 40.1A| Inserted NZ IAS 1
[Nov 2007]

Paragraph 44 Amended NZ IFRS 3
[Feb 2008]
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[June 2008]
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[June 2008]
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Introduction to NZ IAS 16
This Standard:

(a) prescribes requirements for recognition, mesmant at recognition, measurement
after recognition, and derecognition of propertgnpand equipment;

(b) prescribes requirements for depreciation angaibment of property plant and
equipment;
(c) prescribes disclosures in relation to propptant and equipment.

In adopting IAS 16 for application as NZ IAS 16 tf@lowing changes have been
made.

For all entities NZ I1AS 16:

(a) requires that valuations be conducted by aegaddent valuer, or by an employee
with sufficient experience except where there is amtive market or readily
available price indices that establish the itemar fvalue with reasonable
reliability. (paragraphs NZ 35.1 — NZ 35-3)

(b) includes guidance explaining that the cost rhaday be used for investment
properties only where the fair value of the investmproperty is not reliably
determinable on a continuing basis, as permittedN&y IAS 40, paragraph 53,
(paragraph NZ 5.2); and

(c) requires entities to disclose details in relatio the valuers and the total fair value
of the property, plant, and equipment. (paragragh/iX.2).

For public benefit entities NZ IAS 16:

(d) includes examples of property, plant, and eapeipt held by public benefit entities
(paragraph NZ 5.1);

(e) includes a definition of public benefit entiti@paragraph NZ 6.1);

(H requires that property, plant and equipmentuiregl at no cost or for a nominal
cost be recognised initially at fair value and ttie# amount of the donation or
subsidy be recognised in the statement of compedeenncome (paragraph
NZ 15.1);

(g) includes guidance on application of depreciaggdacement cost for public benefit
entities (paragraphs NZ 33.1 to NZ 33.14);

(h) permits public benefit entities to account fewaluation of property, plant and
equipment on a class basis (paragraphs NZ 39. 40\NFto NZ 40.2);

(i) includes guidance regarding the use of assetagement plans by public benefit
entities (paragraphs NZ 61.1 and NZ 61.2); and

() exempts public benefit entities from disclositngstoric cost information for
revalued assets (paragraph NZ 77.1).

Profit-oriented entities that comply with NZ IAS 14ill simultaneously be in
compliance with IAS 16.
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Public benefit entities applying paragraphs NZ 181Z 39.1, NZ 40.1 to NZ 40.2 and
NZ 77.1 will not comply with IAS 16. Public benefntities applying paragraphs
NZ 33.1 to NZ 33.13 may not comply with IAS 16.

Differential Reporting

Qualifying entities are given several concessianthe requirements of this Standard
(as identified in the Standard).

© Copyright 10
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New Zealand Equivalent to International Accounting
Standard 16

Property, Plant and Equipment (NZ IAS 16)
OBJECTIVE

1

The objective of this Standard is to prescriteeabcounting treatment for property,
plant and equipment so that users of the finanstatements can discern
information about an entity’s investment in its pecty, plant and equipment and
the changes in such investment. The principalessn accounting for property,
plant and equipment are the recognition of thetasske determination of their
carrying amounts and the depreciation charges amghirment losses to be
recognised in relation to them.

SCOPE

2

This Standard shall be applied in accounting forproperty, plant and

equipment except when another Standard requires opermits a different

accounting treatment.

This Standard does not apply to:

(a) property, plant and equipment classified adl fiet sale in accordance with
NZ IFRS 5Non-current Assets Held for Sale and Discontinued Operations;

(b) biological assets related to agricultural attiysee NZ IAS 41Agriculture);

(c) the recognition and measurement of exploratiod evaluation assets (see
NZ IFRS 6Exploration for and Evaluation of Mineral Resources); or

(d) mineral rights and mineral reserves such as makural gas and similar
non-regenerative resources.

However, this Standard applies to property, plamt aquipment used to develop

or maintain the assets described in (b)-(d).

Other Standards may require recognition of am itef property, plant and

equipment based on an approach different fromithiditis Standard. For example,

NZ IAS 17 Leasesrequires an entity to evaluate its recognitionroftam of leased

property, plant and equipment on the basis of thasfer of risks and rewards.

However, in such cases other aspects of the adogumnéatment for these assets,

including depreciation, are prescribed by this 8tad.

An entity using the cost model for investment gendy in accordance with

NZ IAS 40Investment Property shall use the cost model in this Standard.

11 © Copyright
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Public Benefit Entities

NZ 5.1 Examples of property, plant and equipmernd Hy public benefit entitieg
include, but are not limited to:
(a) water reticulation systems;
(b) sewerage systems;
(c) roads and pavements; and
(d) artefacts of cultural or historical significan

All Entities

NZ 5.2 Under NZ IAS 40, paragraph 53, an entitgasmitted to use the cost model
for investment properties only where the fair vabighe investment property is
not reliably determinable on a continuing basisisTarises when, and only when,

comparable market transactions are infrequent dachative reliable estimates of
fair value are not available.

Qualifying Entities

Nz 5.3 Entities which qualify for differential reporting concessions in
accordance with the Framework for Differential Reporting for Entities
Applying the New Zealand Equivalents to International Financial Reporting
Standards Reporting Regime (2005) are permitted to adopt the same rates aof
depreciation for financial reporting as for incometax purposes except when
assets have been revalued in accordance with theveduation model in
NZ IAS 16. If this exemption is taken, the entityis not required to comply
with the requirements of paragraphs 51 and 61.

NZ 5.4 Qualifying entities are not required to compy with the disclosure
requirements in this Standard denoted with an astask (*).

Nz 5.5 Qualifying entities are not required to provde a reconciliation between
the carrying amount at the beginning and end of theperiod as required by
paragraph 73(e). However, entities using this exgmtion must still comply
with sub paragraphs 73(e)(v) to 73(e)(vii) which rguire disclosure, by each
class of property, plant and equipment, of impairmet losses recognised
impairment losses reversed and depreciation.

DEFINITIONS

6 The following terms are used in this Standard wi the meanings specified:

Carrying amount is the amount at which an asset is recognised aftéeducting

any accumulated depreciation and accumulated impament losses.

Cost is the amount of cash or cash equivalents paid dhe fair value of other

consideration given to acquire an asset at the timef its acquisition or

construction or, where applicable, the amount attduted to that asset when

© Copyright 12



NZ IAS 16

initially recognised in accordance with the specifi requirements of other
New Zealand equivalents to IFRSs, eg NZ IFRS Share-based Payment.

Depreciable amount is the cost of an asset, or other amount substited for
cost, less its residual value.

Depreciation is the systematic allocation of the depreciable amnt of an asset
over its useful life.

Entity-specific value is the present value of the cash flows an entitipects to
arise from the continuing use of an asset and froiits disposal at the end of its
useful life or expects to incur when settling a libility.

Fair value is the amount for which an asset could be exchangjebetween
knowledgeable, willing parties in an arm’s length tansaction.

An impairment loss is the amount by which the carrying amount of an sset
exceeds its recoverable amount.

Property, plant and equipment are tangible items that:

(a) are held for use in the production or supply ofgoods or services, for
rental to others, or for administrative purposes; ad

(b) are expected to be used during more than one ped.

Recoverable amount is the higher of an asset'’s fair value less codts sell and
its value in use.

The residual value of an asset is the estimated amount that an entityould
currently obtain from disposal of the asset, aftededucting the estimated costs
of disposal, if the asset were already of the agadiin the condition expected
at the end of its useful life.

Useful lifeis:

(a) the period over which an asset is expected te lavailable for use by an
entity; or

(b) the number of production or similar units expeted to be obtained from
the asset by an entity.

Public Benefit Entities
NZ 6.1 The following term is used in this Standardvith the meaning specified:

Public benefit entities are reporting entities whose primary objective isto
provide goods or services for community or social énefit and where any
equity has been provided with a view to supportinghat primary objective
rather than for a financial return to equity holders.
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RECOGNITION

7

10

The cost of an item of property, plant and equiprant shall be recognised as an

asset if, and only if:

(a) it is probable that future economic benefits aciated with the item will
flow to the entity; and

(b) the cost of the item can be measured reliably.

Spare parts and servicing equipment are usuadlyied as inventory and
recognised in profit or loss as consumed. Howeawejor spare parts and stand-by
equipment qualify as property, plant and equipnv@mn an entity expects to use
them during more than one period. Similarly, iéthpare parts and servicing
equipment can be used only in connection with amibf property, plant and
equipment, they are accounted for as property plag equipment.

This Standard does not prescribe the unit of oreafor recognition, ie what
constitutes an item of property, plant and equipmdrhus, judgement is required
in applying the recognition criteria to an entitgigecific circumstances. It may be
appropriate to aggregate individually insignificétetns, such as moulds, tools and
dies, and to apply the criteria to the aggregabeeva

An entity evaluates under this recognition pplec all its property, plant and
equipment costs at the time they are incurred. s&lw®sts include costs incurred
initially to acquire or construct an item of propgmplant and equipment and costs
incurred subsequently to add to, replace partrafeovice it.

Initial Costs

11

ltems of property, plant and equipment may beumed for safety or
environmental reasons. The acquisition of suctpgmy, plant and equipment,
although not directly increasing the future ecoroibénefits of any particular
existing item of property, plant and equipment, rbaynecessary for an entity to
obtain the future economic benefits from its othssets. Such items of property,
plant and equipment qualify for recognition as &sbecause they enable an entity
to derive future economic benefits from relatedetssn excess of what could be
derived had those items not been acquired. Fanpbe a chemical manufacturer
may install new chemical handling processes to dpmpth environmental
requirements for the production and storage of deogs chemicals; related plant
enhancements are recognised as an asset becaogetliem the entity is unable
to manufacture and sell chemicals. However, tlsilti@ag carrying amount of
such an asset and related assets is reviewed fmiriment in accordance with
NZ IAS 36 Impairment of Assets.

Subsequent Costs

12

Under the recognition principle in paragraplaft entity does not recognise in the
carrying amount of an item of property, plant argipment the costs of the
day-to-day servicing of the item. Rather, thesstxa@re recognised in profit or
loss as incurred. Costs of day-to-day servicirgy @imarily the costs of labour
and consumables, and may include the cost of gmaats. The purpose of these
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expenditures is often described as for the ‘repaics maintenance’ of the item of
property, plant and equipment.

Parts of some items of property, plant and egeigt may require replacement at
regular intervals. For example, a furnace may iregeelining after a specified
number of hours of use, or aircraft interiors sashseats and galleys may require
replacement several times during the life of th&aine. Items of property, plant
and equipment may also be acquired to make a Ilesgudntly recurring
replacement, such as replacing the interior waflsa douilding, or to make a
non-recurring replacement. Under the recognitioingiple in paragraph 7, an
entity recognises in the carrying amount of an itefnproperty, plant and
equipment the cost of replacing part of such am itghen that cost is incurred if
the recognition criteria are met. The carrying amoof those parts that are
replaced is derecognised in accordance with thecdgnition provisions of this
Standard (see paragraphs 67-72).

A condition of continuing to operate an itenpobperty, plant and equipment (for
example, an aircraft) may be performing regular anapspections for faults

regardless of whether parts of the item are replad®’hen each major inspection
is performed, its cost is recognised in the cagyamount of the item of property,
plant and equipment as a replacement if the retogniriteria are satisfied. Any

remaining carrying amount of the cost of the prasiinspection (as distinct from
physical parts) is derecognised. This occurs mBgas of whether the cost of the
previous inspection was identified in the trangacttin which the item was

acquired or constructed. If necessary, the estidhatost of a future similar

inspection may be used as an indication of whattst of the existing inspection
component was when the item was acquired or carstiu

MEASUREMENT AT RECOGNITION

15

An item of property, plant and equipment that qualifies for recognition as an
asset shall be measured at its cost.

Public Benefit Entities
NZ 15.1 In respect of public benefit entities, notithstanding paragraph 15,

NZ 15.2 In most instances when property, plant eqdipment is acquired, the cgst

where an asset is acquired at no cost, or for a namal cost, the cost is its fair
value as at the date of acquisition. The fair vakl of the asset received must be
recognised in the statement of comprehensive income

of the item provides a measure of its value toehtity at the date of acquisition.
When property, plant and equipment is donatedheracquisition is subsidised,
the cost of the item (if any) is not a reliableigadion of its value to the entity.
This Standard therefore requires the fair valusumh items to be determined as a
substitute for the cost of purchase, and the amofiihe donation or subsidy
received to be recognised as income in the stateofi@omprehensive income.
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Elements of Cost

16

17

18

19

20

The cost of an item of property, plant and eongipt comprises:

(a) its purchase price, including import duties aod-refundable purchase taxes,
after deducting trade discounts and rebates.

(b) any costs directly attributable to bringing thsset to the location and
condition necessary for it to be capable of opegaith the manner intended by
management.

(c) the initial estimate of the costs of dismamgliand removing the item and
restoring the site on which it is located, the gafion for which an entity
incurs either when the item is acquired or as aequence of having used the
item during a particular period for purposes ofti@n to produce inventories
during that period.

Examples of directly attributable costs are:

(a) costs of employee benefits (as defined in NZ 129 Employee Benefits)
arising directly from the construction or acquditiof the item of property,
plant and equipment;

(b) costs of site preparation;

(c) initial delivery and handling costs;

(d) installation and assembly costs;

(e) costs of testing whether the asset is funitgpproperly, after deducting the
net proceeds from selling any items produced winileging the asset to that
location and condition (such as samples produceenwhsting equipment);
and

(f) professional fees.

An entity applies NZ IAS Pnventoriesto the costs of obligations for dismantling,

removing and restoring the site on which an itetodéated that are incurred during

a particular period as a consequence of having tireeilem to produce inventories

during that period. The obligations for costs acted for in accordance with

NZIAS 2 or NZIAS 16 are recognised and measuradatcordance with

NZ IAS 37Provisions, Contingent Liabilities and Contingent Assets.

Examples of costs that are not costs of an @éproperty, plant and equipment

are:

(a) costs of opening a new facility;

(b) costs of introducing a new product or servicelgding costs of advertising
and promotional activities);

(c) costs of conducting business in a new locatiowith a new class of customer
(including costs of staff training); and

(d) administration and other general overhead costs

Recognition of costs in the carrying amount ofi@m of property, plant and
equipment ceases when the item is in the locatiohcandition necessary for it to
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be capable of operating in the manner intended dyagement. Therefore, costs
incurred in using or redeploying an item are netuded in the carrying amount of
that item. For example, the following costs ard mxluded in the carrying
amount of an item of property, plant and equipment:

(a) costs incurred while an item capable of opegain the manner intended by
management has yet to be brought into use or isatgzk at less than full
capacity;

(b) initial operating losses, such as those incufdile demand for the item’s
output builds up; and

(c) costs of relocating or reorganising part ooélhn entity’s operations.

Some operations occur in connection with thestrantion or development of an
item of property, plant and equipment, but are metessary to bring the item to
the location and condition necessary for it to pable of operating in the manner
intended by management. These incidental opesatiay occur before or during
the construction or development activities. Foaragle, income may be earned
through using a building site as a car park unbihatruction starts. Because
incidental operations are not necessary to bringitam to the location and

condition necessary for it to be capable of opegath the manner intended by
management, the income and related expenses ofleittal operations are

recognised in profit or loss and included in thesspective classifications of
income and expense.

The cost of a self-constructed asset is detewminirsing the same principles as for
an acquired asset. If an entity makes similartagee sale in the normal course of
business, the cost of the asset is usually the santhe cost of constructing an
asset for sale (see NZ IAS 2). Therefore, anyrmateprofits are eliminated in
arriving at such costs. Similarly, the cost of atmal amounts of wasted material,
labour, or other resources incurred in self-comsiing an asset is not included in
the cost of the asset. NZ IAS Brrowing Costs establishes criteria for the
recognition of interest as a component of the cagramount of a self-constructed
item of property, plant and equipment.

Measurement of Cost

23

24

The cost of an item of property, plant and eopgpt is the cash price equivalent at
the recognition date. If payment is deferred belymormal credit terms, the
difference between the cash price equivalent anddtal payment is recognised
as interest over the period of credit unless satdrest is capitalised in accordance
with NZ IAS 23

One or more items of property, plant and equitmeay be acquired in exchange
for a non-monetary asset or assets, or a combmaifomonetary and non-
monetary assets. The following discussion referply to an exchange of one
non-monetary asset for another, but it also appdied| exchanges described in the
preceding sentence. The cost of such an itemagfepty, plant and equipment is
measured at fair value unless (a) the exchangesaction lacks commercial
substance or (b) the fair value of neither the tagsived nor the asset given up is
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25

26

27

28

reliably measurable. The acquired item is measurdtis way even if an entity
cannot immediately derecognise the asset given lfighe acquired item is not
measured at fair value, its cost is measured at#nging amount of the asset
given up.

An entity determines whether an exchange traiosabas commercial substance
by considering the extent to which its future cligtvs are expected to change as a
result of the transaction. An exchange transadtascommercial substance if:

(a) the configuration (risk, timing and amount) tbé cash flows of the asset
received differs from the configuration of the caBbws of the asset
transferred; or

(b) the entity-specific value of the portion of thatity’s operations affected by
the transaction changes as a result of the exchande

(c) the difference in (a) or (b) is significantatVe to the fair value of the assets
exchanged.

For the purpose of determining whether an exchdragesaction has commercial
substance, the entity-specific value of the portahthe entity’'s operations
affected by the transaction shall reflect postdash flows. The result of these
analyses may be clear without an entity havingetdgsm detailed calculations.

The fair value of an asset for which comparaideket transactions do not exist is
reliably measurable if (a) the variability in thange of reasonable fair value
estimates is not significant for that asset or tti® probabilities of the various
estimates within the range can be reasonably asbtessl used in estimating fair
value. If an entity is able to determine reliakig fair value of either the asset
received or the asset given up, then the fair vafuine asset given up is used to
measure the cost of the asset received unlessitheafue of the asset received is
more clearly evident.

The cost of an item of property, plant and emgipt held by a lessee under a
finance lease is determined in accordance with AZ 17 Leases.

The carrying amount of an item of property, pland equipment may be reduced
by government grants in accordance with NZ |ASA2Bounting for Government
Grants and Disclosure of Government Assistance.

MEASUREMENT AFTER RECOGNITION

29

An entity shall choose either the cost model iparagraph 30 or the
revaluation model in paragraph 31 as its accountingpolicy and shall apply
that policy to an entire class of property, plant ad equipment

Cost Model

30

After recognition as an asset, an item of propéy, plant and equipment shall
be carried at its cost less any accumulated depration and any accumulated
impairment losses.
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Revaluation Model

31 After recognition as an asset, an item of propéy, plant and equipment whose
fair value can be measured reliably shall be carrig¢ at a revalued amount,
being its fair value at the date of the revaluationless any subsequent
accumulated depreciation and subsequent accumulatetinpairment losses.
Revaluations shall be made with sufficient regulaty to ensure that the
carrying amount does not differ materially from that which would be
determined using fair value at the end of the repdmg period.

32 The fair value of land and buildings is usuallgtermined from market-based
evidence by appraisal that is normally undertakgnpbofessionally qualified
valuers. The fair value of items of plant and pquént is usually their market
value determined by appraisal.

33 If there is no market-based evidence of fain@dlecause of the specialised nature
of the item of property, plant and equipment aralitbm is rarely sold, except as
part of a continuing business, an entity may needstimate fair value using an
income or a depreciated replacement cost approach.

Public Benefit Entities

NZ 33.1 In the context of this Standard and intrefato public benefit entities,
depreciated replacement cost is a method of valudhiat is based on an estimate
of:

(a) inthe case of property:
(i) the fair value of land; plus

(i) the current gross replacement costs of inaproents less allowances for
physical deterioration, and optimisation for obsotnce and relevant
surplus capacity; and

(b) in the case of plant and equipment, the ctrgeoss replacement cost less
allowances for physical deterioration, and optiriisafor obsolescence and
relevant surplus capacity.

NZ 33.2 Fair value is defined in paragraph 6 ofstt8tandard. Depreciated
replacement cost is an acceptable estimate ofaih@dlue of an asset only where
the fair value of the asset is not able to be loglidetermined using market-based
evidence in accordance with paragraph 33 of tlasdird.

NZ 33.3 In the context of this Standard and intrefato public benefit entities,
depreciated replacement cost is based on the negifod cost of a specific asse
In principle, it reflects the service potential esdied in the asset. However, jn
some cases the reproduction cost of the specifietas adjusted for optimisatio
in determining depreciated replacement cost.

—

>
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NZ 33.4 Optimisation refers to the process by whicleast-cost replacement optipn
is determined for the remaining service potentitlan asset. This process
recognises that an asset may be technically olzssiesr over-engineered, or the
asset may have greater capacity than that requidethce optimisation minimises,
rather than maximises, a resulting valuation whalternative lower cost
replacement options are available. In determirdegreciated replacement cost,
optimisation is applied for obsolescence and relesarplus capacity.

NZ 33.5 Obsolescence may arise from factors suchow@snoded design and
functionality of an asset and changed code req@nésnpreventing reconstructign
of an asset in its current form. In determiningpréeiated replacement cost,
optimisation for obsolescence is made by reducheg reproduction cost of the
specific asset held to the cost of a modern egentasset that provides equivalent
service potential to that of the specific assetlhel

NZ 33.6 Surplus capacity may arise from either ealesign or from surplus
components of an asset. In determining deprecraf@dcement cost, optimisatian
is applied only to surplus capacity that is notuiegd currently and for which there
is no reasonable prospect it will ever be requiredtilising an asset in its current
form. Optimisation is not applied to surplus capathat, while rarely or never
used, is necessary for stand-by or for safety mepo

NZ 33.7 In determining depreciated replacement, dbst extent of any reduction in
value for surplus capacity subject to optimisatimpends on whether that surplus
capacity has an alternative use to the currentofiske asset. Where there is no
alternative use, the optimised value of the surpamacity is zero. Where there|is
an alternative use, the optimised value of thelgarpapacity is the value of the
highest and best alternative use of that capacity.

NZ 33.8 To illustrate the distinction describecbaragraph NZ 33.7 between surplus
capacity not having an alternative use to the ciuse of the asset and that which
does, consider the following example. Assume dgated replacement cost is to
be determined for a network of water pipes wheeeptipe diameter is greater than
currently required or ever expected to be requiiadluding that necessary far
stand-by or for safety purposes). There is alstiserete segment of the piping
network that is similarly not required for the @mt use of the asset but which can
be closed off and used for other purposes, suehliggiid storage facility. In this
case, the surplus diameter of the piping would ®edarded for valuation
purposes but the surplus segment of the piping avétwvould be valued at its
highest and best alternative use.

NZ 33.9 In most cases, surplus capacity subjeabptimisation is expected to he
disregarded in determining the depreciated replaoémost of an asset. Such
surplus capacity is unlikely to have an alternatige unless it is physically and
operationally separable from the required capacity.
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NZ 33.10 In determining depreciated replacement, agstimisation for obsolescenge
and relevant surplus capacity is applied only t® elktent that it reflects the most
probable use of the asset that is physically ptessitppropriately justified, legall
permissible and financially feasible.

NZ 33.11 As evident from the definition of depreethreplacement cost, optimisation
is applied only in determining the depreciated aepment cost of plant and
equipment and in determining an estimate of theuevadf the improvement
component of the depreciated replacement cost aggsty. Optimisation is n
applied in determining the value of the land congrinof the depreciate
replacement cost of property. The value of thel lemmponent will always reflegt
the fair value of the actual land held, in term$ofh its size and location.

Nz 33.12 In instances where the land is underatilighe fair value of the land will
determined by reference to the highest and bestfusech land. For example, in
a case where specialised manufacturing facilities lacated in a prime central
business district site but the operation would tie & be run from a smaller sized
and/or less valuable alternative site offering slaene service potential, the fair
value of the land would be the open market valu¢hef entire central business
district-located site.

NZ 33.13 The fair value of land would normally betefmined from market-based
evidence. However, in the rare instances wherensite works have been carried
out in order to prepare land for use in the ergitipusiness, available mar
evidence will normally relate to land of the sanmeesand in the same general
vicinity but which is priced for uses that are safiimal relative to the use far
which the works were carried out. In these rastainces the fair value of the land
should be determined by having regard to the reph@nt cost of the land. F
example, consider the case where an airport orqumnpany acquires a section (of
seabed, fills it in and builds a seawall in ordeiptoduce flat land for use in the
entity’s business. The reclaimed land is in thec{®e location where the entity
requires land. Market evidence may exist for othed of the same size and in the
same general vicinity as the reclaimed land, bat tther land is not suitable fq
the use intended by the entity. Thus, the markiele@ce on the fair value of that
other land is not relevant to the reclaimed lamd] the best indicator of the fajr
value of the reclaimed land would be the replacegnoesst of that land. Land
resulting from extensive works by a local or centgovernment body in
constructing new roading provides a similar example

=
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NZ 33.14 If an entity elects to capitalise borrogvircosts in accordance wit

0

NZ IAS 23, an amount equal to the amount of borngwcosts that would b
embodied in the fair value of the asset is includech component of depreciat
replacement cost. The inclusion of such an amasirst component of depreciat
replacement cost is consistent with the principhelarlying the inclusion in the
initial cost of an asset of borrowing costs eligifibr capitalisation as permittted K
NZ IAS 23. The amount to be included as a compbneh depreciated
replacement cost is determined on the basis cdvheage debt-to-equity ratio ar
average cost of debt applicable to entities unéergathe same activities as th
entity reporting.

W @
o o

<

o Q

34

35

The frequency of revaluations depends upontiheges in fair values of the items
of property, plant and equipment being revalued.hew the fair value of a
revalued asset differs materially from its carryangount, a further revaluation is
required. Some items of property, plant and eqeimpnexperience significant and
volatile changes in fair value, thus necessitatingual revaluation. Such frequent
revaluations are unnecessary for items of propetant and equipment with only
insignificant changes in fair value. Instead, &ynibe necessary to revalue the item
only every three or five years.

When an item of property, plant and equipmenteigalued, any accumulated
depreciation at the date of the revaluation istét@n one of the following ways:

(a) restated proportionately with the change indhess carrying amount of the
asset so that the carrying amount of the asset edimluation equals its
revalued amount. This method is often used whemasset is revalued by
means of applying an index to determine its deptedireplacement cost.

(b) eliminated against the gross carrying amourthefasset and the net amount
restated to the revalued amount of the asset. mbihod is often used for
buildings.

The amount of the adjustment arising on the restateé or elimination of

accumulated depreciation forms part of the increasiecrease in carrying amount

that is accounted for in accordance with paragr&shand 40.

All Entities
NZ 35.1 Subject to paragraph NZ 35.3 valuations shigbe conducted either:

NZ 35.2 The fair value of property, plant and equémt is determined or reviewed

(a) by an independent valuer; or

(b) where an entity employs a person sufficientlyxperienced to conduct a
valuation, by that person, so long as the valuatiomas been subject tg
review by an independent valuer.

by an independent valuer who holds a recognised ratelant professiong
qualification and who has recent experience inltloation and category of th
property, plant and equipment being valued.

[¢)
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NZ 35.3 For plant and equipment, where there is aractive market or readily
available price indices that establish the item’sdir value with reasonable
reliability, the valuation need not be conducted orreviewed by an
independent valuer or experienced employee.

36 If an item of property, plant and equipment is evalued, the entire class of
property, plant and equipment to which that asset blongs shall be revalued.

37 A class of property, plant and equipment isauping of assets of a similar nature
and use in an entity’s operations. The following examples of separate classes:
(d) land;

(b) land and buildings;

(c) machinery;

(d) ships;

(e) aircraft;

() motor vehicles;

(g) furniture and fixtures; and
(h) office equipment.

38 The items within a class of property, plant aeduipment are revalued
simultaneously to avoid selective revaluation ofeas and the reporting of
amounts in the financial statements that are aurexbf costs and values as at
different dates. However, a class of assets mayebalued on a rolling basis

provided revaluation of the class of assets is deteg within a short period and
provided the revaluations are kept up to date.

39 If an asset's carrying amount is increased as ®esult of a revaluation, the
increase shall be recognised in other comprehensiigcome and accumulated
in equity under the heading of revaluation surplus. However, the increase
shall be recognised in profit or loss to the exterthat it reverses a revaluation
decrease of the same asset previously recognisegiofit or loss.

Public Benefit Entities

NZ 39.1 Public benefit entities may account for resluations of property, plant
and equipment on a class of asset basis.

NZ 39.2 If the carrying amount of a class of asseis increased as a result of a
revaluation, public benefit entities that elect toaccount for revaluations on a
class of asset basis shall recognise the net rewion increase in other
comprehensive income and accumulate it in equity uer the heading of
revaluation surplus. However, the net revaluationincrease shall be
recognised in profit or loss to the extent that itreverses a net revaluation
decrease of the same class of assets previouslyogtised in profit or loss.
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40 If an asset’s carrying amount is decreased asrasult of a revaluation, the

decrease shall be recognised in profit or loss. M&ver, the decrease shall be

recognised in other comprehensive income to the exit of any credit balance

existing in the revaluation surplus in respect of hat asset. The decrease

recognised in other comprehensive income reducesettamount accumulated

in equity under the heading of revaluation surplus.

Public Benefit Entities
NZ 40.1 If the carrying amount of a class of assefs decreased as a result of

revaluation, public benefit entities that elect toaccount for revaluations on a
class of assets basis under paragraph NZ 39.1 shakcognise the net
revaluation decrease in profit or loss. However hte net revaluation decrease
shall be recognised in other comprehensive income the extent of any credit
balance existing in any revaluation surplus in resect of that same class o
asset. The decrease recognised in other comprehimesincome reduces the

amount accumulated in equity under the heading ofevaluation surplus.

NZ 40.1AThe increase or decrease in a class of ess carrying amount
recognised in other comprehensive income in accordee with

paragraph NZ 39.2 and NZ 40.1 shall be presented as component of other
comprehensive income in the statement of other comghensive income (see

NZ IAS 1 (as revised in 2007)).

NZ 40.2 Public benefit entities that elect to adopthe class of asset basis unde

paragraph NZ 39.1 shall offset revaluation increase and revaluation
decreases relating to individual assets within thatlass of property, plant and

equipment, but shall not offset such revaluation ioreases and revaluation

decreases in respect of assets in different classes

D

=

41 The revaluation surplus included in equity isprect of an item of property, plant
and equipment may be transferred directly to rethiearnings when the asset is
derecognised. This may involve transferring theoletof the surplus when the

asset is retired or disposed of. However, sontbeburplus may be transferred

as

the asset is used by an entity. In such a casgrtiount of the surplus transferred
would be the difference between depreciation bamedhe revalued carrying
amount of the asset and depreciation based ons#&t’s original cost. Transfers

from revaluation surplus to retained earnings atemade through profit or loss.

42 The effects of taxes on income, if any, resglfirom the revaluation of property,
plant and equipment are recognised and discloseddardance with NZ IAS 12

Income Taxes.
Depreciation
43 Each part of an item of property, plant and equdment with a cost that is

significant in relation to the total cost of the iem shall be depreciated

separately.
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An entity allocates the amount initially recaggd in respect of an item of
property, plant and equipment to its significanttpaand depreciates separately
each such part. For example, it may be appropt@igepreciate separately the
airframe and engines of an aircraft, whether ownedubject to a finance lease.
Similarly, if an entity acquires property, plantdarquipment subject to an
operating lease in which it is the lessor, it may dppropriate to depreciate
separately amounts reflected in the cost of thamithat are attributable to
favourable or unfavourable lease terms relativeaoket terms.

A significant part of an item of property, pland equipment may have a useful
life and a depreciation method that are the samehasuseful life and the
depreciation method of another significant parthaft same item. Such parts may
be grouped in determining the depreciation charge.

To the extent that an entity depreciates seggratome parts of an item of
property, plant and equipment, it also depreciatgsarately the remainder of the
item. The remainder consists of the parts of thenithat are individually not

significant. If an entity has varying expectatidios these parts, approximation
techniqgues may be necessary to depreciate the mderain a manner that
faithfully represents the consumption pattern andgeful life of its parts.

An entity may choose to depreciate separatelyéts of an item that do not have
a cost that is significant in relation to the tatabt of the item.

The depreciation charge for each period shall beecognised in profit or loss
unless it is included in the carrying amount of anther asset.

The depreciation charge for a period is usuadlyognised in profit or loss.
However, sometimes, the future economic benefitbaglied in an asset are
absorbed in producing other assets. In this cése, depreciation charge
constitutes part of the cost of the other asseti@imtluded in its carrying amount.
For example, the depreciation of manufacturing otamd equipment is included in
the costs of conversion of inventories (see NZ BAS Similarly, depreciation of
property, plant and equipment used for developraetivities may be included in
the cost of an intangible asset recognised in decme with NZ IAS 38ntangible
Assets.

Depreciable Amount and Depreciation Period

50

51

52

The depreciable amount of an asset shall be allted on a systematic basis
over its useful life.

The residual value and the useful life of an assshall be reviewed at least at
each financial year-end and, if expectations diffefrom previous estimates,
the change(s) shall be accounted for as a changean accounting estimate in
accordance with NZ IAS 8 Accounting Policies, Changes in Accounting
Estimatesand Errors.

Depreciation is recognised even if the fair eatd the asset exceeds its carrying
amount, as long as the asset’s residual value nimtesxceed its carrying amount.
Repair and maintenance of an asset do not negatestid to depreciate it.
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57

58

The depreciable amount of an asset is deternsifteddeducting its residual value.
In practice, the residual value of an asset isnoftesignificant and therefore
immaterial in the calculation of the depreciableoant.

The residual value of an asset may increase nm@unt equal to or greater than
the asset’s carrying amount. If it does, the &ssddpreciation charge is zero
unless and until its residual value subsequenttyeadses to an amount below the
asset’s carrying amount.

Depreciation of an asset begins when it is akl for use, ie when it is in the

location and condition necessary for it to be cépalh operating in the manner

intended by management. Depreciation of an agsetes at the earlier of the date
that the asset is classified as held for saler{cluded in a disposal group that is
classified as held for sale) in accordance with INRS 5 and the date that the
asset is derecognised. Therefore, depreciatiors do¢ cease when the asset
becomes idle or is retired from active use unlégs asset is fully depreciated.

However, under usage methods of depreciation theedmtion charge can be zero
while there is no production.

The future economic benefits embodied in antasse consumed by an entity
principally through its use. However, other fastorsuch as technical or
commercial obsolescence and wear and tear whilasaat remains idle, often
result in the diminution of the economic benefhatt might have been obtained
from the asset. Consequently, all the followingtdas are considered in
determining the useful life of an asset:

(a) expected usage of the asset. Usage is asskgsederence to the asset’s
expected capacity or physical output.

(b) expected physical wear and tear, which dependsperational factors such as
the number of shifts for which the asset is to lseduand the repair and
maintenance programme, and the care and mainteonétioe asset while idle.

(c) technical or commercial obsolescence arisingnfchanges or improvements
in production, or from a change in the market desnéor the product or
service output of the asset.

(d) legal or similar limits on the use of the assmich as the expiry dates of
related leases.

The useful life of an asset is defined in teohthe asset’'s expected utility to the
entity. The asset management policy of the emtify involve the disposal of
assets after a specified time or after consumpifoa specified proportion of the
future economic benefits embodied in the asseterdfbre, the useful life of an
asset may be shorter than its economic life. Htienation of the useful life of the

asset is a matter of judgement based on the exgerief the entity with similar

assets.

Land and buildings are separable assets andcaaunted for separately, even
when they are acquired together. With some exaeptisuch as quarries and sites
used for landfill, land has an unlimited usefuéldnd therefore is not depreciated.
Buildings have a limited useful life and therefaaee depreciable assets. An
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increase in the value of the land on which a bogdstands does not affect the
determination of the depreciable amount of thedig.

If the cost of land includes the costs of siism@ntlement, removal and
restoration, that portion of the land asset is éepted over the period of benefits
obtained by incurring those costs. In some cdkedand itself may have a limited
useful life, in which case it is depreciated in armer that reflects the benefits to
be derived from it.

Depreciation Method

60

61

The depreciation method used shall reflect thegttern in which the asset’s
future economic benefits are expected to be consuthby the entity.

The depreciation method applied to an asset shéle reviewed at least at each
financial year-end and, if there has been a signdant change in the expected
pattern of consumption of the future economic benék embodied in the asset,
the method shall be changed to reflect the changqshttern. Such a change
shall be accounted for as a change in an accountirggstimate in accordance
with NZ IAS 8.

Public Benefit Entities
NZ 61.1 The use of an asset management plan bynaty ¢0 manage items

NZ 61.2 An approach that has previously been adopdig some entities i

property, plant and equipment does not negate Hwinement to charg
depreciation to reflect the consumption of econob®oefits in accordance with
paragraph 60 of this Standard. An appropriate e@ation charge will b
determined only if each significant part of an itewh property, plant an
equipment is depreciated separately as requirgzhlggraph 43 of this Standard.

accounting for infrastructure assets is commonlierred to as the long-run-
average-renewals-approach (LRARA). The expensetHerperiod that results
from the application of LRARA is not an approprig@stimate of depreciation far
the purposes of this Standard. The applicatiohRARA does not comply with
this Standard because the expense for the peridetésmined based on projected
expenditure for a limited future period rather thmased on the consumption of the
service potential embodied in the carrying amodinhe asset.

62

A variety of depreciation methods can be usedllazate the depreciable amount
of an asset on a systematic basis over its usédul These methods include the
straight-line method, the diminishing balance mdthad the units of production

method. Straight-line depreciation results in astant charge over the useful life
if the asset’s residual value does not change. dilnishing balance method

results in a decreasing charge over the useful lifiee units of production method

results in a charge based on the expected usetputouThe entity selects the

method that most closely reflects the expectecepatif consumption of the future

economic benefits embodied in the asset. Thatadathapplied consistently from

period to period unless there is a change in tipeeed pattern of consumption of
those future economic benefits.
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Impairment

63

64

To determine whether an item of property, plamd equipment is impaired, an
entity applies NZ IAS 38mpairment of Assets. That Standard explains how an
entity reviews the carrying amount of its assetsy it determines the recoverable
amount of an asset, and when it recognises, orgevethe recognition of, an
impairment loss.

[Deleted by IASB]

Compensation for Impairment

65

66

Compensation from third parties for items of prgerty, plant and equipment
that were impaired, lost or given up shall be inclded in profit or loss when
the compensation becomes receivable.

Impairments or losses of items of property, ptard equipment, related claims for
or payments of compensation from third parties ang subsequent purchase or
construction of replacement assets are separat®eio events and are accounted
for separately as follows:

(a) impairments of items of property, plant and ipment are recognised in
accordance with NZ IAS 36;

(b) derecognition of items of property, plant anglipment retired or disposed of
is determined in accordance with this Standard;

(c) compensation from third parties for items obgerty, plant and equipment
that were impaired, lost or given up is includeddatermining profit or loss
when it becomes receivable; and

(d) the cost of items of property, plant and eqwepmrestored, purchased or
constructed as replacements is determined in aanoedwith this Standard.

DERECOGNITION

67

68

The carrying amount of an item of property, plann and equipment shall be
derecognised:

(a) on disposal; or

(b) when no future economic benefits are expectedoin its use or disposal.
The gain or loss arising from the derecognitiof an item of property, plant
and equipment shall be included in profit or loss \Wwen the item is
derecognised (unless NZ IAS 17 requires otherwisen@ sale and leaseback).
Gains shall not be classified as revenue.

68AHowever, an entity that, in the course of idiary activities, routinely sells items

of property, plant and equipment that it has heidréntal to others shall transfer
such assets to inventories at their carrying amedrén they cease to be rented
and become held for sale. The proceeds from the afalkuch assets shall be
recognised as revenue in accordance with NZ IASRé&#nue. NZ IFRS 5 does
not apply when assets that are held for sale irotdaary course of business are
transferred to inventories.
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69 The disposal of an item of property, plant agdigment may occur in a variety of
ways (eg by sale, by entering into a finance leaday donation). In determining
the date of disposal of an item, an entity appiles criteria in NZ IAS 18 for
recognising revenue from the sale of goods. NZ IASapplies to disposal by a
sale and leaseback.

70 If, under the recognition principle in paragraphan entity recognises in the
carrying amount of an item of property, plant armgbipment the cost of a
replacement for part of the item, then it derecsgsithe carrying amount of the
replaced part regardless of whether the replaced fpad been depreciated
separately. If it is not practicable for an entitydetermine the carrying amount of
the replaced part, it may use the cost of the ceplent as an indication of what
the cost of the replaced part was at the time & aeguired or constructed.

71 The gain or loss arising from the derecognitiolf an item of property, plant
and equipment shall be determined as the differendeetween the net disposal
proceeds, if any, and the carrying amount of the &m.

72 The consideration receivable on disposal of temiof property, plant and
equipment is recognised initially at its fair valudf payment for the item is
deferred, the consideration received is recognisetially at the cash price
equivalent. The difference between the nominal amhof the consideration and
the cash price equivalent is recognised as intamastnue in accordance with
NZ IAS 18 reflecting the effective yield on the edable.

DISCLOSURE

73 The financial statements shall disclose, for elaclass of property, plant and
equipment:
(a) the measurement bases used for determining tlggoss carrying amount;
(b) the depreciation methods used;
(c) the useful lives or the depreciation rates used

(d) the gross carrying amount and the accumulatedepreciation (aggregated
with accumulated impairment losses) at the beginnimp and end of the
period; and

(e) a reconciliation of the carrying amount at thebeginning and end of the
period showing’

(i) additions;

(i) assets classified as held for sale or included in disposal group
classified as held for sale in accordance with NZFRS 5 and other
disposals

(i) acquisitions through business combinations;

" Refer to paragraph NZ 5.5 of this Standard foescdption of the concession available to qualiyin
entities.
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(iv) increases or decreases resulting from revalumins under
paragraphs 31, 39 and 40 and from impairment losse®cognised or
reversed in other comprehensive income in accordaac with

NZ IAS 36;

(v) impairment losses recognised in profit or lossn accordance with
NZ IAS 36;

(vi) impairment losses reversed in profit or loss i accordance with
NZ IAS 36;

(vii) depreciation;

(viii)the net exchange differences arising on theranslation of the
financial statements from the functional currency nto a different
presentation currency, including the translation of a foreign
operation into the presentation currency of the reprting entity; and

(ix) other changes.
74 The financial statements shall also disclose:

(a) the existence and amounts of restrictions ontleg, and property, plant and
equipment pledged as security for liabilities;

*(b) the amount of expenditures recognised in thearrying amount of an item
of property, plant and equipment in the course ofts construction;

(c) the amount of contractual commitments for the aquisition of property,
plant and equipment; and

*(d) if it is not disclosed separately in the stat@ent of comprehensive income,
the amount of compensation from third parties for tems of property,
plant and equipment that were impaired, lost or gien up that is included
in profit or loss.

75 Selection of the depreciation method and esiimaidf the useful life of assets are
matters of judgement. Therefore, disclosure of mirethods adopted and the
estimated useful lives or depreciation rates prewidsers of financial statements
with information that allows them to review the ip@s selected by management
and enables comparisons to be made with otheiiemntiFor similar reasons, it is
necessary to disclose:

(a) depreciation, whether recognised in profit @ssl or as a part of the cost of
other assets, during a period; and

(b) accumulated depreciation at the end of theoderi

76 In accordance with NZ IAS 8 an entity disclod®s nature and effect of a change

in an accounting estimate that has an effect irctiveent period or is expected to

have an effect in subsequent periods. For propetant and equipment, such

disclosure may arise from changes in estimatesn@gpect to:

(a) residual values;

(b) the estimated costs of dismantling, removingestoring items of property,
plant and equipment;
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(c) useful lives; and
(d) depreciation methods.
77 If items of property, plant and equipment are sated at revalued amounts, the
following shall be disclosed:
(a) the effective date of the revaluation;
(b) whether an independent valuer was involved;

(c) the methods and significant assumptions applieth estimating the items’
fair values;

(d) the extent to which the items’ fair values weredetermined directly by
reference to observable prices in an active markebr recent market
transactions on arm’s length terms or were estimatk using other
valuation techniques;

* (e) for each revalued class of property, plant ath equipment, the carrying
amount that would have been recognised had the assebeen carried
under the cost model; and

(f) the revaluation surplus, indicating the changefor the period and any
restrictions on the distribution of the balance toshareholders.

Public Benefit Entities

NZ 77.1 Public benefit entities are not required todisclose, for each revalued
class of property, plant and equipment, the carryig amount that would have
been recognised had the assets been carried undaetcost model, as required
by paragraph 77(e).

All Entities

NZ 77.2 An entity shall disclose in respect of eachkaluation conducted in
accordance with paragraph NZ 35.1:

(a) the name of each valuer;

(b) a statement in respect of each valuer as to wther they are an employee
of the entity or whether they are contracted as amdependent valuer;

(c) the total fair value of property, plant and eaiipment valued by that
valuer;

(d) where the valuation has been conducted by am€mployee of the entity the
name of the independent valuer who reviewed the wation; and
(e) the date(s) of such valuations.
NZ 77.3  Where an entity has not used an independertluer because there ig
an active market or readily available price indiceghat establish the fair value

an item of plant or equipment with reasonable relidility in accordance with
paragraph NZ 35.3, an entity shall disclose this fa.
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78 In accordance with NZ IAS 36 an entity discloseformation on impaired
property, plant and equipment in addition to thfermation required by paragraph
73(e)(iv)-(vi).

79 Users of financial statements may also findftilewing information relevant to
their needs:

(a) the carrying amount of temporarily idle progeplant and equipment;

(b) the gross carrying amount of any fully depresiaproperty, plant and
equipment that is still in use;

(c) the carrying amount of property, plant and pqent retired from active use
and not classified as held for sale in accordante MZ IFRS 5; and

(d) when the cost model is used, the fair valuproperty, plant and equipment
when this is materially different from the carryiamount.

Therefore, entities are encouraged to disclosetha®unts.

TRANSITIONAL PROVISIONS

80 The requirements of paragraphs 24-26 regardinghe initial measurement of
an item of property, plant and equipment acquired n an exchange of assets
transaction shall be applied prospectively only tduture transactions.

EFFECTIVE DATE

81 This Standard becomes operative for an entftpancial statements that cover
annual accounting periods beginning on or aftearfudry 2007. Early adoption of
this Standard is permitted only when an entity cligspwith NZ IFRS 1First-time
Adoption of New Zealand Equivalents to International Financial Reporting
Sandards for an annual accounting period beginning on teraf January 2005.

81A [Not used]

81B NZIAS 1 (as revised in 2007) amended theniteology used throughout New
Zealand equivalents to IFRSs. In addition it aneezhgaragraphs 39, NZ 39.2, 40,
NZ 40.1 and 73(e)(iv) and inserted NZ 40.1A. Antitgnshall apply those
amendments for annual periods beginning on or aftlanuary 2009. If an entity
applies NZ IAS 1 (revised 2007) for an earlier pdrithe amendments shall be
applied for that earlier period.

81C NZ IFRS 3Business Combinations (as revised in 2008) amended paragraph 44.
An entity shall apply that amendment for annualiqoes beginning on or after
1 July 2009. If an entity applies NZ IFRS 3 (reds008) for an earlier period, the
amendment shall also be applied for that earlieoge

81D Paragraphs 6 and 69 were amended and pana@8&p was added by
Improvements to NZ IFRSs issued in June 2008. An entity shall apply those
amendments for annual periods beginning on or dftéanuary 2009. Earlier
application is permitted. If an entity applies #meendments for an earlier period it
shall disclose that fact and at the same time appdyrelated amendments to
NZ IAS 7 Satement of Cash Flows.
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81E Paragraph 5 was amended fiogrovements to NZ IFRSs issued in June 2008. An
entity shall apply that amendment prospectivelyaionual periods beginning on or
after 1 January 2009. Earlier application is paeditif an entity also applies the
amendments to paragraphs 8, 9, 22, 48, 53, 53A, &3B 57 and 85B of
NZ IAS 40 at the same time. If an entity appliee ttmendment for an earlier
period it shall disclose that fact.

WITHDRAWAL OF OTHER PRONOUNCEMENTS

82-83 [Paragraphs 82 and 83 are not reproduceed. withdrawal of previous IASB
pronouncements is not relevant to this Standard.]
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Appendix
Amendments to other pronouncements

The amendments in this appendix shall be applied for annual periods beginning on or
after 1 January 2005. If an entity applies this Sandard for an earlier period, these
amendments shall be applied for that earlier period.

*kkk%k

The amendments contained in this appendix when this Standard was issued in 2003
have been incorporated into the relevant pronouncements published in this volume.
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