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New Zealand Equivalent to International Accountingn8tad 21The Effects of Changes

in Foreign Exchange Rates (NZ IAS 21)is set out in paragraphs 1-62 and the Appendix.
NZ IAS 21 is based on International Accounting Stadddr The Effects of Changes in
Foreign Exchange Rates (IAS 21) (2003) initially issued by the InternatanAccounting
Standards Committee (IASC) and subsequently revisedhe International Accounting
Standards Board (IASB). All the paragraphs have lequthority but retain the IASC
format of the Standard NZ IAS 21 should be readhim ¢ontext of its objective and the
IASB’s Basis for Conclusions on IAS 24nd the New Zealand Equivalent to the IASB
Conceptual Framework for Financial Reporting (NZ Framework). NZ IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors provides a basis for
selecting and applying accounting policies in theesmce of explicit guidance.

Any additional material is shown with grey shadingheTparagraphs are denoted with
“NZ” and identify the types of entities to which tharagraphs apply.

This Standard uses the terminology adopted innat@nal Financial Reporting Standards
(IFRSs) to describe the financial statements ahdraglements. NZ IAS Bresentation of
Financial Statements (as revised in 2007) paragraph 5 explains thatiestother than
profit-oriented entities seeking to apply the Stnddmay need to amend the descriptions
used for particular line items in the financialtstaents and for the financial statements
themselves. For example, profit/loss may be reteto as surplus/deficit and capital or
share capital may be referred to as equity.
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Introduction to NZ IAS 21

This Standard prescribes how to account for foraigmrency transactions and foreign
operations, and how to translate financial statesiemd a presentation currency.

In adopting 1AS 21 for application as NZ IAS 21 no mhes have been made to the
requirements of IAS 21.

Profit-oriented entities, other than qualifying ides applying any differential reporting

concessions, that comply with NZ IAS 21 will simultansly be in compliance with

IAS 21. Public benefit entities using the “NZ” pamaghs in the Standard that specifically
apply to public benefit entities may not simultangly be in compliance with IAS 21.

Whether a public benefit entity will be in compli@with IAS 21 will depend on whether
the “NZ” paragraphs provide additional guidance fumblic benefit entities or contain

requirements that are inconsistent with the cormedpg IASB Standard and will be

applied by the public benefit entity.

Differential Reporting

Qualifying entities are given several concessionthéorequirements of this Standard (as
identified in the Standard).
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New Zealand Equivalent to International
Accounting Standard 21

The Effects of Changes in Foreign
Exchange Rates (NZ IAS 21)

Objective

1

An entity may carry on foreign activities in two vgaylt may have transactions in
foreign currencies or it may have foreign operatiorin addition, an entity may
present its financial statements in a foreign cwye The objective of this

Standard is to prescribe how to include foreignency transactions and foreign
operations in the financial statements of an ety how to translate financial
statements into a presentation currency.

2 The principal issues are which exchange rate(s)st® and how to report the
effects of changes in exchange rates in the fimdstatements.

Scope

3 This Standard shall be applied:

(@) in accounting for transactions and balances irforeign currencies,
except for those derivative transactions and balams that are within
the scope of NZ IAS 39Financial Instruments. Recognition and
Measurement;

(b) in translating the results and financial posion of foreign operations
that are included in the financial statements of tk entity by
consolidation, proportionate consolidation or the gquity method; and

(c) in translating an entity’s results and financal position into a
presentation currency.

4 NZ IAS 39 applies to many foreign currency derivagi and, accordingly, these

are excluded from the scope of this Standard. Homyvélrese foreign currency
derivatives that are not within the scope of NZ IAS(89 some foreign currency
derivatives that are embedded in other contrages)wathin the scope of this
Standard. In addition, this Standard applies whererity translates amounts
relating to derivatives from its functional currgrto its presentation currency.

See also NZ SIC-Ihtroduction of the Euro.
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This Standard does not apply to hedge accouriitindgoreign currency items,
including the hedging of a net investment in a ifpmeoperation. NZ IAS 39
applies to hedge accounting.

This Standard applies to the presentation ofrdityts financial statements in a
foreign currency and sets out requirements forréisellting financial statements
to be described as complying with New Zealand equiNgaléo International

Financial Reporting Standards (NZ IFRSs) and Inténal Financial Reporting

Standards (IFRSs). For translations of financidbrimation into a foreign

currency that do not meet these requirements Stsisdard specifies information
to be disclosed.

This Standard does not apply to the presentati@nstatement of cash flows of
cash flows arising from transactions in a foreigrrency, or to the translation of
cash flows of a foreign operation (see NZ IASt&tement of Cash Flows).

Qualifying Entities
NZ 7.1

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 not required to

@) translate transactions measured in a foreignwrency using the spot
exchange rate between the functional currency andhé foreign
currency at the date of the transaction as requiredy paragraph 21 of
this Standard. If transactions are not translatedat the rate in effect at
the date of the transaction then transactions se#tl in the accounting
period shall be translated at the settlement rateand transactions
unsettled at the end of the reporting period shalbe translated using
the closing rate in accordance with paragraph 23 ahis Standard; or

(b) comply with the disclosure requirements in this Standard denoted wh
an asterisk (*).

Definitions

8

The following terms are used in this Standard wit the meanings specified:
Closing rate is the spot exchange rate at the end of the repamg period.

Exchange difference is the difference resulting from translating a gien
number of units of one currency into another currercy at different exchange
rates.

Exchangerate is the ratio of exchange for two currencies.

Fair value is the amount for which an asset could be exchandjeor a liability
settled, between knowledgeable, willing parties inan arm’s length
transaction.
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Foreign currency is a currency other than the functional currency 6 the
entity.

Foreign operation is an entity that is a subsidiary, associate, jotrventure or
branch of a reporting entity, the activities of which are based or conducted in
a country or currency other than those of the repating entity.

Functional currency is the currency of the primary economic environmen
in which the entity operates.

A group is a parent and all its subsidiaries.

Monetary items are units of currency held and assets and liabiligs to be
received or paid in a fixed or determinable numbeof units of currency.

Net investment in a foreign operation is the amount of the reporting entity’s
interest in the net assets of that operation.

Presentation currency is the currency in which the financial statementsre
presented.

Spot exchange rate is the exchange rate for immediate delivery.
Elaboration on the Definitions

Functional currency

9 The primary economic environment in which an gntperates is normally the
one in which it primarily generates and expenddicadn entity considers the
following factors in determining its functional cancy:

(a) the currency:

0] that mainly influences sales prices for goodd aervices (this will
often be the currency in which sales prices forgt®ods and
services are denominated and settled); and

(ii) of the country whose competitive forces andulagons mainly
determine the sales prices of its goods and sexvice

(b) the currency that mainly influences labour, enal and other costs of
providing goods or services (this will often be therency in which such
costs are denominated and settled).

10 The following factors may also provide evidendeam entity’s functional
currency:

(@) the currency in which funds from financing aitt&s (ie issuing debt and
equity instruments) are generated.

(b) the currency in which receipts from operatingivittes are usually
retained.

© Copyright 12
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The following additional factors are considereddietermining the functional

currency of a foreign operation, and whether itcfiomal currency is the same as
that of the reporting entity (the reporting entity,this context, being the entity
that has the foreign operation as its subsidiaignth, associate or joint venture):

(@) whether the activities of the foreign operatiare carried out as an
extension of the reporting entity, rather than becarried out with a
significant degree of autonomy. An example of therfer is when the
foreign operation only sells goods imported frora teporting entity and
remits the proceeds to it. An example of the tatevhen the operation
accumulates cash and other monetary items, inoypenses, generates
income and arranges borrowings, all substantiallisitocal currency.

(b) whether transactions with the reporting entitg a high or a low
proportion of the foreign operation’s activities.

(c) whether cash flows from the activities of theefgn operation directly
affect the cash flows of the reporting entity and eradily available for
remittance to it.

(d) whether cash flows from the activities of theefgn operation are
sufficient to service existing and normally expectdebt obligations
without funds being made available by the reporéntity.

When the above indicators are mixed and thetifumal currency is not obvious,
management uses its judgement to determine thdiduat currency that most
faithfully represents the economic effects of tmelerlying transactions, events
and conditions. As part of this approach, managérgeres priority to the
primary indicators in paragraph 9 before considgrithe indicators in
paragraphs 10 and 11, which are designed to prostdtional supporting
evidence to determine an entity’s functional cucsen

An entity’s functional currency reflects the urligieg transactions, events and
conditions that are relevant to it. Accordingly,cerdetermined, the functional
currency is not changed unless there is a chantf®ge underlying transactions,
events and conditions.

If the functional currency is the currency ohgperinflationary economy, the
entity’s financial statements are restated in ataoce with NZ IAS 2%inancial
Reporting in Hyperinflationary Economies. An entity cannot avoid restatement
in accordance with NZ IAS 29 by, for example, adoptasy its functional
currency a currency other than the functional cwyedetermined in accordance
with this Standard (such as the functional curresfdys parent).

Net investment in a foreign operation

An entity may have a monetary item that is reage from or payable to a
foreign operation. An item for which settlement &ther planned nor likely to
occur in the foreseeable future is, in substancegad of the entity’'s net
investment in that foreign operation, and is actedrfor in accordance with
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15A

16

paragraphs 32 and 33. Such monetary items maydadbng-term receivables
or loans. They do not include trade receivablesaate payables.

The entity that has a monetary item receivdbben or payable to a foreign
operation described in paragraph 15 may be anyidiabs of the group. For
example, an entity has two subsidiaries, A and B.sllidry B is a foreign
operation. Subsidiary A grants a loan to SubsidiBrySubsidiary A’s loan
receivable from Subsidiary B would be part of thditg's net investment in
Subsidiary B if settlement of the loan is neithiemmed nor likely to occur in the
foreseeable future. This would also be true if Slibsy A were itself a foreign
operation.

Monetary items

The essential feature of a monetary item iglat io receive (or an obligation to
deliver) a fixed or determinable number of unitscafrency. Examples include:
pensions and other employee benefits to be paidsh; provisions that are to be
settled in cash; and cash dividends that are résedras a liability. Similarly, a
contract to receive (or deliver) a variable numbérthe entity’'s own equity
instruments or a variable amount of assets in wtiiehfair value to be received
(or delivered) equals a fixed or determinable numdifeunits of currency is a
monetary item. Conversely, the essential featdire won-monetary item is the
absence of a right to receive (or an obligatiodébver) a fixed or determinable
number of units of currency. Examples include: ants prepaid for goods and
services (eg prepaid rent); goodwill; intangibleedssinventories; property, plant
and equipment; and provisions that are to be setilethe delivery of a non-
monetary asset.

Summary of the approach required by this standard

17

18

In preparing financial statements, each entity-etivbr a stand-alone entity, an
entity with foreign operations (such as a parentidioreign operation (such
as a subsidiary or branch)—determines its functianarency in accordance
with paragraphs 9-14. The entity translates foretgmrency items into its
functional currency and reports the effects of stremslation in accordance
with paragraphs 20-37 and 50.

Many reporting entities comprise a number ofvidial entities (eg a group is
made up of a parent and one or more subsidiariggrious types of entities,
whether members of a group or otherwise, may hawestments in associates or
joint ventures. They may also have branchess fteicessary for the results and
financial position of each individual entity incled in the reporting entity to be
translated into the currency in which the reporterdity presents its financial
statements. This Standard permits the presentetioency of a reporting entity
to be any currency (or currencies). The resuld famancial position of any
individual entity within the reporting entity whosenfctional currency differs

© Copyright 14



19

NZ IAS 21

from the presentation currency are translated inco@ance with
paragraphs 38-50.

This Standard also permits a stand-alone eptéparing financial statements or
an entity preparing separate financial statementsccordance with NZ IAS 27

Consolidated and Separate Financial Statements to present its financial
statements in any currency (or currencies). Ifahsty’s presentation currency
differs from its functional currency, its resultadafinancial position are also

translated into the presentation currency in acmed with paragraphs 38-50.

Reporting foreign currency transactions in the
functional currency

20

21

22

23

Initial recognition

A foreign currency transaction is a transactioat is denominated or requires
settlement in a foreign currency, including trarigens arising when an entity:

(@) buys or sells goods or services whose priceeiihinated in a foreign
currency;

(b) borrows or lends funds when the amounts payableeceivable are
denominated in a foreign currency; or

(c) otherwise acquires or disposes of assets, arsnor settles liabilities,
denominated in a foreign currency.

A foreign currency transaction shall be recordedon initial recognition in the
functional currency, by applying to the foreign curency amount the spot
exchange rate between the functional currency anchée foreign currency at
the date of the transaction.

The date of a transaction is the date on whiehtrdinsaction first qualifies for
recognition in accordance with NZ IFRSs. For pradtireasons, a rate that
approximates the actual rate at the date of thesaetion is often used, for
example, an average rate for a week or a month rbighised for all transactions
in each foreign currency occurring during that péri However, if exchange
rates fluctuate significantly, the use of the agerarate for a period is
inappropriate.

Reporting at the end of the subsequent reporting
periods

At the end of each reporting period:

(a) foreign currency monetary items shall be translted using the closing
rate;
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(b) non-monetary items that are measured in termsfchistorical cost in a
foreign currency shall be translated using the exdnge rate at the
date of the transaction; and

(c) non-monetary items that are measured at fair viae in a foreign
currency shall be translated using the exchange ras at the date when
the fair value was determined.

24 The carrying amount of an item is determineddnjunction with other relevant
Standards. For example, property, plant and egemprmay be measured in
terms of fair value or historical cost in accordangith NZ IAS 16 Property,
Plant and Equipment. Whether the carrying amount is determined orbtes of
historical cost or on the basis of fair value, hietamount is determined in a
foreign currency it is then translated into thediimnal currency in accordance
with this Standard.

25 The carrying amount of some items is determibgdomparing two or more
amounts. For example, the carrying amount of itamées is the lower of cost
and net realisable value in accordance with NZ IAIBv@ntories. Similarly, in
accordance with NZ IAS 3@mpairment of Assets, the carrying amount of an
asset for which there is an indication of impairmisnthe lower of its carrying
amount before considering possible impairment saad its recoverable
amount. When such an asset is non-monetary amde&sured in a foreign
currency, the carrying amount is determined by canng:

(@) the cost or carrying amount, as appropriagésiated at the exchange rate
at the date when that amount was determined (ieatkeat the date of the
transaction for an item measured in terms of hisabcost); and

(b) the net realisable value or recoverable amaasappropriate, translated
at the exchange rate at the date when that valuedetasmined (eg the
closing rate at the end of the reporting period).

The effect of this comparison may be that an impairt loss is recognised in the
functional currency but would not be recognisedhi& foreign currency, or vice
versa.

26 When several exchange rates are available,afeeused is that at which the
future cash flows represented by the transactiofbatance could have been
settled if those cash flows had occurred at the ureasent date. If
exchangeability between two currencies is tempordaitking, the rate used is
the first subsequent rate at which exchanges cautddrle.

Recognition of exchange differences

27 As noted in paragraphs 3(a) and 5, NZ IAS 39 appliehedge accounting for
foreign currency items. The application of hedgeoainting requires an entity to
account for some exchange differences differemtlynfthe treatment of exchange
differences required by this Standard. For examiN[& IAS 39 requires that
exchange differences on monetary items that qualifedging instruments in a
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cash flow hedge are recognised initially in othempeehensive income to the
extent that the hedge is effective.

Exchange differences arising on the settlementf enonetary items or on
translating monetary items at rates different fromthose at which they were
translated on initial recognition during the period or in previous financial
statements shall be recognised in profit or loss ithe period in which they
arise, except as described in paragraph 32.

When monetary items arise from a foreign cuiyemansaction and there is a
change in the exchange rate between the transadét®m and the date of

settlement, an exchange difference results. Whenransaction is settled within

the same accounting period as that in which it geclirall the exchange

difference is recognised in that period. However, mtiee transaction is settled

in a subsequent accounting period, the exchanderetiice recognised in each
period up to the date of settlement is determingethb change in exchange rates
during each period.

When a gain or loss on a non-monetary item is cegnised in other
comprehensive income, any exchange component of tlgain or loss shall be
recognised in other comprehensive income. Convergelwhen a gain or loss
on a non-monetary item is recognised in profit or dss, any exchange
component of that gain or loss shall be recognised profit or loss.

Other Standards require some gains and lossdse toecognised in other
comprehensive income. For example, NZ IAS 16 requsmme gains and losses
arising on a revaluation of property, plant andipopent to be recognised in
other comprehensive income. When such an asseteasured in a foreign
currency, paragraph 23(c) of this Standard requinesrevalued amount to be
translated using the rate at the date the valudetermined, resulting in an
exchange difference that is also recognised inrabmprehensive income.

Exchange differences arising on a monetary itenthat forms part of a

reporting entity’s net investment in a foreign opeation (see paragraph 15)
shall be recognised in profit or loss in the sepata financial statements of the
reporting entity or the individual financial statements of the foreign
operation, as appropriate. In the financial staterents that include the
foreign operation and the reporting entity (eg conglidated financial

statements when the foreign operation is a subsidig, such exchange
differences shall be recognised initially in othecomprehensive income and
reclassified from equity to profit or loss on dispsal of the net investment in
accordance with paragraph 48.

When a monetary item forms part of a reportingitgs net investment in a
foreign operation and is denominated in the fumaticcurrency of the reporting
entity, an exchange difference arises in the fore@peration’s individual

financial statements in accordance with paragraph 2B such an item is

denominated in the functional currency of the fgnebperation, an exchange
difference arises in the reporting entity's separdinancial statements in
accordance with paragraph 28. If such an item i®uhdémated in a currency other
than the functional currency of either the repartimtity or the foreign operation,
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34

35

36

37

an exchange difference arises in the reportingtyentiseparate financial
statements and in the foreign operation’s individfiaancial statements in
accordance with paragraph 28. Such exchange diffeseare recognised in other
comprehensive income in the financial statement thclude the foreign
operation and the reporting entity (ie financiatsments in which the foreign
operation is consolidated, proportionately consiéd or accounted for using the
equity method).

When an entity keeps its books and recordscurieency other than its functional
currency, at the time the entity prepares its fai@nstatements all amounts are
translated into the functional currency in accom#anvith paragraphs 20-26.
This produces the same amounts in the functionaleoay as would have

occurred had the items been recorded initiallyhie tunctional currency. For

example, monetary items are translated into thetfomal currency using the

closing rate, and non-monetary items that are medson a historical cost basis
are translated using the exchange rate at theofi#tte transaction that resulted in
their recognition.

Change in functional currency

When there is a change in an entity’s functionaturrency, the entity shall
apply the translation procedures applicable to thenew functional currency
prospectively from the date of the change.

As noted in paragraph 13, the functional currentyan entity reflects the
underlying transactions, events and conditions #rat relevant to the entity.
Accordingly, once the functional currency is detered, it can be changed only
if there is a change to those underlying transasti@vents and conditions. For
example, a change in the currency that mainly erfles the sales prices of goods
and services may lead to a change in an entityistional currency.

The effect of a change in functional currencgdsounted for prospectively. In
other words, an entity translates all items intorbe functional currency using
the exchange rate at the date of the change. éghdting translated amounts for
non-monetary items are treated as their histogosit. Exchange differences
arising from the translation of a foreign operatmneviously recognised in other
comprehensive income in accordance with paragraphar®l 39(c) are not
reclassified from equity to profit or loss untiktkdisposal of the operation.

Use of a presentation currency other than the funct  ional
currency

38

Translation to the presentation currency

An entity may present its financial statementarig currency (or currencies). If
the presentation currency differs from the entitylenctional currency, it
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translates its results and financial position ittte presentation currency. For
example, when a group contains individual entitieshwdifferent functional
currencies, the results and financial position afheentity are expressed in a
common currency so that consolidated financiakstants may be presented.

The results and financial position of an entitywhose functional currency is
not the currency of a hyperinflationary economy shhl be translated into a
different presentation currency using the followingprocedures:

(a) assets and liabilities for each statement ofrféncial position presented
(ie including comparatives) shall be translated athe closing rate at
the date of that statement of financial position;

(b) income and expenses for each statement of corepensive income or
separate income statement presented (ie includingmparatives) shall
be translated at exchange rates at the dates of thr@nsactions; and

(c) all resulting exchange differences shall be regnised in other
comprehensive income.

For practical reasons, a rate that approxinmhte®xchange rates at the dates of
the transactions, for example an average rateHerperiod, is often used to
translate income and expense items. However, if angh rates fluctuate
significantly, the use of the average rate for @ogkis inappropriate.

The exchange differences referred to in pardgd&gc) result from:

(@) translating income and expenses at the exchatge at the dates of the
transactions and assets and liabilities at thergasite.

(b) translating the opening net assets at a closatgy that differs from the
previous closing rate.

These exchange differences are not recognised dfit mr loss because the
changes in exchange rates have little or no detfett on the present and future
cash flows from operations. The cumulative amodinhe exchange differences
is presented in a separate component of equity digposal of the foreign

operation. When the exchange differences relate toreign operation that is

consolidated but not wholly-owned, accumulated exgbadifferences arising

from translation and attributable to non-contralimterests are allocated to, and
recognised as part of, non-controlling interestshi@ consolidated statement of
financial position.

The results and financial position of an entitywwhose functional currency is
the currency of a hyperinflationary economy shall le translated into a
different presentation currency using the followingprocedures:

(a) all amounts (ie assets, liabilities, equity itas, income and expenses,
including comparatives) shall be translated at theclosing rate at the
date of the most recent statement of financial pa#bn, except that

(b) when amounts are translated into the currency o a
non-hyperinflationary economy, comparative amountsshall be those
that were presented as current year amounts in theelevant prior
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44
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year financial statements (ie not adjusted for sulexjuent changes in
the price level or subsequent changes in exchangetes).

When an entity’s functional currency is the curency of a hyperinflationary
economy, the entity shall restate its financial staments in accordance with
NZ IAS 29 before applying the translation method sebut in paragraph 42,
except for comparative amounts that are translatednto a currency of a non-
hyperinflationary economy (see paragraph 42(b)). Wen the economy ceases
to be hyperinflationary and the entity no longer restates its financial
statements in accordance with NZ IAS 29, it shall esas the historical costs
for translation into the presentation currency the amounts restated to the
price level at the date the entity ceased restatints financial statements.

Translation of a foreign operation

Paragraphs 45-47, in addition to paragraphs 38@ply when the results and
financial position of a foreign operation are tiated into a presentation currency
so that the foreign operation can be included & fthancial statements of the
reporting entity by consolidation, proportionat@solidation or the equity method.

The incorporation of the results and financ@gipon of a foreign operation with
those of the reporting entity follows normal condation procedures, such as the
elimination of intragroup balances and intragrogmsactions of a subsidiary (see
NZ IAS 27 and NZ IAS 31nterests in Joint Ventures). However, an intragroup
monetary asset (or liability), whether short-term long-term, cannot be
eliminated against the corresponding intragroupillig (or asset) without
showing the results of currency fluctuations in tbensolidated financial
statements. This is because the monetary itenegepts a commitment to
convert one currency into another and exposesdperting entity to a gain or
loss through currency fluctuations. Accordingly, tie consolidated financial
statements of the reporting entity, such an exchatifference is recognised in
profit or loss or, if it arises from the circumstas described in paragraph 32, it is
recognised in other comprehensive income and adetedu in a separate
component of equity until the disposal of the fgreoperation.

When the financial statements of a foreign dpmraare as of a date different
from that of the reporting entity, the foreign ogéon often prepares additional
statements as of the same date as the reportiity’®rinancial statements.
When this is not done, NZ IAS 27 allows the use oifferent date provided that
the difference is no greater than three monthsaatdstments are made for the
effects of any significant transactions or otheerds that occur between the
different dates. In such a case, the assets ahilitles of the foreign operation
are translated at the exchange rate at the erfteakporting period of the foreign
operation. Adjustments are made for significaning/es in exchange rates up to
the end of the reporting period of the reportingitgnin accordance with
NZ IAS 27. The same approach is used in applying éfgeity method to
associates and joint ventures and in applying ptigpate consolidation to joint
ventures in accordance with NZ IAS R&estmentsin Associates and NZ IAS 31.
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Any goodwill arising on the acquisition of a forggn operation and any fair

value adjustments to the carrying amounts of assetnd liabilities arising on

the acquisition of that foreign operation shall betreated as assets and
liabilities of the foreign operation. Thus they shll be expressed in the
functional currency of the foreign operation and shll be translated at the

closing rate in accordance with paragraphs 39 and24

Disposal or partial disposal of a foreign operation

On the disposal of a foreign operation, the cunhative amount of the
exchange differences relating to that foreign opet@n, recognised in other
comprehensive income and accumulated in a separatemponent of equity,
shall be reclassified from equity to profit or loss(as a reclassification
adjustment) when the gain or loss on disposal is cegnised (see NZ IAS 1
Presentation of Financial Statements (as revised in 2007)).

In addition to the disposal of an entity’s eatinterest in a foreign operation, the
following are accounted for as disposals even ifdtiity retains an interest in the
former subsidiary, associate or jointly controlEdity:

(a) the loss of control of a subsidiary that inésc foreign operation;

(b) the loss of significant influence over an assicthat includes a foreign
operation; and

(c) the loss of joint control over a jointly conltesl entity that includes a
foreign operation.

On disposal of a subsidiary that includes aiforeoperation, the cumulative

amount of the exchange differences relating to thegign operation that have

been attributed to the non-controlling interestllde derecognised, but shall not
be reclassified to profit or loss.

On the partial disposal of a subsidiary that inludes a foreign operation, the
entity shall re-attribute the proportionate share d the cumulative amount of
the exchange differences recognised in other comprensive income to the
non-controlling interests in that foreign operation In any other partial
disposal of a foreign operation the entity shall relassify to profit or loss only
the proportionate share of the cumulative amount of the exchange
differences recognised in other comprehensive incam

A partial disposal of an entity’s interest ifioaeign operation is any reduction in
an entity’s ownership interest in a foreign operatiexcept those reductions in
paragraph 48A that are accounted for as disposals.

An entity may dispose or partially dispose ofiiterest in a foreign operation
through sale, liquidation, repayment of share ehmt abandonment of all, or
part of, that entity. A write-down of the carryinghaunt of a foreign operation,
either because of its own losses or because ofngaiiment recognised by the
investor, does not constitute a partial dispos&lccordingly, no part of the
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foreign exchange gain or loss recognised in ottmmprehensive income is
reclassified to profit or loss at the time of a eaitown.

Tax effects of all exchange differences

50 Gains and losses on foreign currency transactants exchange differences
arising on translating the results and financiaifpan of an entity (including a
foreign operation) into a different currency maywédax effects. NZ IAS 12
Income Taxes applies to these tax effects.

Disclosure

51 In paragraphs 53 and 5557 references to ‘functional currency’ apply, in tre
case of a group, to the functional currency of thearent.

52 An entity shall disclose:

*(a) the amount of exchange differences recogniséul profit or loss except
for those arising on financial instruments measuredat fair value
through profit or loss in accordance with NZ IAS 39;and

(b) net exchange differences recognised in other mprehensive income
and accumulated in a separate component of equityand a
reconciliation of the amount of such exchange diffences at the
beginning and end of the period.

53 When the presentation currency is different fromthe functional currency,
that fact shall be stated, together with disclosur®f the functional currency
and the reason for using a different presentationwrency.

54 When there is a change in the functional currencof either the reporting
entity or a significant foreign operation, that fad and the reason for the
change in functional currency shall be disclosed.

55 When an entity presents its financial statementsn a currency that is
different from its functional currency, it shall describe the financial
statements as complying with NZ IFRSs and IFRSs onlif they comply with
all the requirements of each applicable NZ IFRS andFRS including the
translation method set out in paragraphs 39 and 42.

56 An entity sometimes presents its financial stet@s or other financial
information in a currency that is not its functibcarrency without meeting the
requirements of paragraph 55. For example, anyemigy convert into another
currency only selected items from its financialtesteents. Or, an entity whose
functional currency is not the currency of a hypBationary economy may
convert the financial statements into another cunyeby translating all items at
the most recent closing rate. Such conversionsnatein accordance with
NZ IFRSs and the disclosures set out in paragraprévequired.
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When an entity displays its financial statementsor other financial
information in a currency that is different from either its functional
currency or its presentation currency and the requiements of paragraph 55
are not met, it shall:

(a) clearly identify the information as supplementay information to
distinguish it from the information that complies with IFRSSs;

(b) disclose the currency in which the supplementgr information is
displayed; and

(c) disclose the entity’s functional currency andhe method of translation
used to determine the supplementary information.

Effective date and transition

58

58A

59-60

60A

60B

60D

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

Net Investment in a Foreign Operation (Amendment to NZ IAS 21), issued in
February 2006, added paragraph 15A and amendedraphag83. An entity shall
apply those amendments for annual periods begirmingr after 1 January 2006.
Earlier application is encouraged.

[Paragraphs 59-60 are not reproduced. @&hsitional provisions in IAS 21 are
not relevant to this Standard.]

NZ IAS 1 (as revised in 2007) amended the tertogoused throughout New
Zealand equivalents to IFRSs. In addition it ameghdaragraphs 27, 383, 37,
39, 41, 45, 48 and 52. An entity shall apply thaseendments for annual periods
beginning on or after 1 January 2009. If an endipplies NZ IAS 1 (revised
2007) for an earlier period, the amendments shallapplied for that earlier
period.

NZ IAS 27 (as amended in 2008) added paragrapiis-48D and amended
paragraph 49. An entity shall apply those amendmerdspectively for annual
periods beginning on or after 1 July 2009. If artitgnapplies NZ IAS 27

(amended 2008) for an earlier period, the amendsnemll be applied for that
earlier period.

Paragraph 60B was amendedi tmprovements to NZ IFRSs issued in July 2010.
An entity shall apply that amendment for annual gesibeginning on or after
1 July 2010. Earlier application is permitted.
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Withdrawal of other pronouncements

6162 [Paragraphs 61 and 62 are not reproduced. Tthelnaival 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.

*kkkk

The amendments contained in this appendix have been incorporated into the relevant
pronouncements published in this volume.
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