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New Zealand Equivalent to International Accountingn8tad 29Financial Reporting in
Hyperinflationary Economies (NZ IAS 29)is set out in paragraphs41. NZ IAS 29 is
based on International Accounting Standard IAS Hnancial Reporting in
Hyperinflationary Economies (IAS 29) (reformatted 1994) issued by the Internmadlo
Accounting Standards Committee (IASC) and adoptedhey International Accounting
Standards Board (IASB). All the paragraphs have lequthority but retain the IASC
format of the Standard when it was adopted by the IABR IAS 29 should be read in the
context of the IASB’s Basis for Conclusions on IAS&8] the New Zealand Equivalent to
the IASBConceptual 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 theemce 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 innatenal Financial Reporting Standards
(IFRSs) to describe the financial statements ahdraglements. NZ IAS Presentation of
Financial Statements (as revised in 2007) paragraph 5 explains thatientother than
profit-oriented entities seeking to apply the Stmddmay need to amend the descriptions
used for particular line items in the financialtetaents 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 29

The Standard addresses those situations where téy isn or has a subsidiary that is,
operating in a hyperinflationary economy.

In adopting IAS 29 for application as NZ IAS 29 no mpes have been made to the
requirements of IAS 29.

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

concessions, that comply with NZ IAS 29 will simultansly be in compliance with

IAS 29. 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 29.

Whether a public benefit entity will be in compligwith IAS 29 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 must comply with all the provia®in NZ IAS 29.

7 © Copyright



NZ 1AS 29

New Zealand Equivalent to International
Accounting Standard 29

Financial Reporting in Hyperinflationary
Economies (NZ IAS 29)

Scope

1

This Standard shall be applied to the financial tatements, including the
consolidated financial statements, of any entity wdse functional currency
is the currency of a hyperinflationary economy.

In a hyperinflationary economy, reporting of agérg results and financial
position in the local currency without restatementot useful. Money loses
purchasing power at such a rate that comparisormafuats from transactions
and other events that have occurred at differenegj even within the same
accounting period, is misleading.

This Standard does not establish an absolute atate@hich hyperinflation is
deemed to arise. It is a matter of judgement whestatement of financial
statements in accordance with this Standard becomesssary. Hyperinflation
is indicated by characteristics of the economicirmvnent of a country which
include, but are not limited to, the following:

(€) the general population prefers to keep its wdalhon-monetary assets or
in a relatively stable foreign currency. Amountdarfal currency held are
immediately invested to maintain purchasing power;

(b) the general population regards monetary amauwsitén terms of the local
currency but in terms of a relatively stable foreigurrency. Prices may
be quoted in that currency;

(c) sales and purchases on credit take place @gpthat compensate for the
expected loss of purchasing power during the cneelitod, even if the
period is short;

(d) interest rates, wages and prices are linkedptica index; and

(e) the cumulative inflation rate over three yearapproaching, or exceeds,
100%.

It is preferable that all entities that report the currency of the same
hyperinflationary economy apply this Standard friv@ same date. Nevertheless,
this Standard applies to the financial statemehtmg entity from the beginning

As part oflmprovements to NZ IFRSs issued in June 2008, the terms used in NZ IAS 29 ehanged to
be consistent with other NZ IFRSs as follows: (aptket value’ was amended to ‘fair value’, and (b)
‘results of operations’ and ‘net income’ were ameshtb ‘profit or loss’.
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of the reporting period in which it identifies theigence of hyperinflation in the
country in whose currency it reports.

The restatement of financial statements

5

10

Prices change over time as the result of vargpeific or general political,
economic and social forces. Specific forces sushclaanges in supply and
demand and technological changes may cause indiviglices to increase or
decrease significantly and independently of eadterot In addition, general
forces may result in changes in the general lefgdrices and therefore in the
general purchasing power of money.

Entities that prepare financial statements orhterical cost basis of accounting
do so without regard either to changes in the gérlexel of prices or to
increases in specific prices of recognised asselialulities. The exceptions to
this are those assets and liabilities that thetyerdi required, or chooses, to
measure at fair value. For example, property, tpkmd equipment may be
revalued to fair value and biological assets areegaly required to be measured
at fair value. Some entities, however, presentfifed statements that are based
on a current cost approach that reflects the effe€tchanges in the specific
prices of assets held.

In a hyperinflationary economy, financial statemse whether they are based on a
historical cost approach or a current cost approach useful only if they are
expressed in terms of the measuring unit currenthatend of the reporting
period. As a result, this Standard applies to thmary financial statements of
entities reporting in the currency of a hyperirilatry economy. Presentation of
the information required by this Standard as a Eupent to unrestated financial
statements is not permitted. Furthermore, sepgm&sentation of the financial
statements before restatement is discouraged.

The financial statements of an entity whose funicnal currency is the

currency of a hyperinflationary economy, whether tley are based on a
historical cost approach or a current cost approachshall be stated in terms
of the measuring unit current at the end of the reprting period. The

corresponding figures for the previous period requied by NZIAS 1

Presentation of Financial Statements (as revised in 2007) and any information
in respect of earlier periods shall also be stateth terms of the measuring
unit current at the end of the reporting period. For the purpose of
presenting comparative amounts in a different pressation currency,

paragraphs 42(b) and 43 of NZ IAS 21The Effects of Changes in Foreign

Exchange Rates apply.

The gain or loss on the net monetary position siebe included in profit or
loss and separately disclosed.

The restatement of financial statements in atmare with this Standard requires
the application of certain procedures as well agy¢ntent. The consistent
application of these procedures and judgements fsenod to period is more
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11

12

13

14

15

16

17

18

important than the precise accuracy of the regulamounts included in the
restated financial statements.

Historical cost financial statements

Statement of financial position

Statement of financial position amounts notaakeexpressed in terms of the
measuring unit current at the end of the repontiadod are restated by applying
a general price index.

Monetary items are not restated because theglegady expressed in terms of
the monetary unit current at the end of the repgrperiod. Monetary items are
money held and items to be received or paid in mone

Assets and liabilities linked by agreement tonges in prices, such as index
linked bonds and loans, are adjusted in accordaitbethe agreement in order to
ascertain the amount outstanding at the end ofgperting period. These items
are carried at this adjusted amount in the reststegdment of financial position.

All other assets and liabilities are non-monetaBpme non-monetary items are
carried at amounts current at the end of the reygpperiod, such as net realisable
value and fair value, so they are not restated. otler non-monetary assets and
liabilities are restated.

Most non-monetary items are carried at cosbet less depreciation; hence they
are expressed at amounts current at their datequiigition. The restated cost, or
cost less depreciation, of each item is determinedpplying to its historical cost
and accumulated depreciation the change in a depriza index from the date of
acquisition to the end of the reporting period.r Erample, property, plant and
equipment, inventories of raw materials and merdism goodwill, patents,
trademarks and similar assets are restated fromd#tes of their purchase.
Inventories of partly-finished and finished goods eestated from the dates on
which the costs of purchase and of conversion wexgriiad.

Detailed records of the acquisition dates of $eof property, plant and
equipment may not be available or capable of estima In these rare
circumstances, it may be necessary, in the firsiogeof application of this
Standard, to use an independent professional aseessf the value of the items
as the basis for their restatement.

A general price index may not be available foe fheriods for which the
restatement of property, plant and equipment isiired by this Standard. In
these circumstances, it may be necessary to usstenmate based, for example,
on the movements in the exchange rate between ti@idoal currency and a
relatively stable foreign currency.

Some non-monetary items are carried at amoumtert at dates other than that
of acquisition or that of the statement of finahpiasition, for example property,
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23
24
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26
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plant and equipment that has been revalued at samtier date. In these cases,
the carrying amounts are restated from the datieeofevaluation.

The restated amount of a non-monetary item dsiaed, in accordance with
appropriate NZ IFRSs when it exceeds its recoverableunt. For example,
restated amounts of property, plant and equipmgotdwill, patents and
trademarks are reduced to recoverable amount asthted amounts of
inventories are reduced to net realisable value.

An investee that is accounted for under the gguitthod may report in the
currency of a hyperinflationary economy. The stagat of financial position and
statement of comprehensive income of such an iegesire restated in
accordance with this Standard in order to calculaeinvestor’'s share of its net
assets and profit or loss. When the restated finhstatements of the investee are
expressed in a foreign currency they are transktetbsing rates.

The impact of inflation is usually recognised borrowing costs. It is not
appropriate both to restate the capital expenditaanced by borrowing and to
capitalise that part of the borrowing costs that gensates for the inflation
during the same period. This part of the borrowdogts is recognised as an
expense in the period in which the costs are indurre

An entity may acquire assets under an arrangeitiatt permits it to defer
payment without incurring an explicit interest cteargWhere it is impracticable
to impute the amount of interest, such assetseatated from the payment date
and not the date of purchase.

[Deleted by IASB]

At the beginning of the first period of applicati of this Standard, the
components of owners’ equity, except retained egmiand any revaluation
surplus, are restated by applying a general pnmex from the dates the
components were contributed or otherwise arose. Auagluation surplus that
arose in previous periods is eliminated. Restat¢gined earnings are derived
from all the other amounts in the restated statémiefinancial position.

At the end of the first period and in subsequesriods, all components of
owners’ equity are restated by applying a genetiaepgndex from the beginning

of the period or the date of contribution, if latdthe movements for the period in
owners’ equity are disclosed in accordance with NZ 1AS

Statement of comprehensive income

This Standard requires that all items in théestant of comprehensive income
are expressed in terms of the measuring unit cuaethe end of the reporting
period. Therefore all amounts need to be restayedpplying the change in the
general price index from the dates when the itemsame and expenses were
initially recorded in the financial statements.
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Gain or loss on net monetary position

27 In a period of inflation, an entity holding amcess of monetary assets over
monetary liabilities loses purchasing power and atitye with an excess of
monetary liabilities over monetary assets gainsimasing power to the extent the
assets and liabilities are not linked to a priaeele This gain or loss on the net
monetary position may be derived as the differemsalting from the restatement
of non-monetary assets, owners’ equity and itemsthe statement of
comprehensive income and the adjustment of indeed assets and liabilities.
The gain or loss may be estimated by applying Hange in a general price index
to the weighted average for the period of the diffiee between monetary assets
and monetary liabilities.

28 The gain or loss on the net monetary positioimékided in profit or loss. The
adjustment to those assets and liabilities linkgddreement to changes in prices
made in accordance with paragraph 13 is offset agd#ie gain or loss on net
monetary position. Other income and expense itsodd) as interest income and
expense, and foreign exchange differences relat@uvésted or borrowed funds,
are also associated with the net monetary positiéthough such items are
separately disclosed, it may be helpful if theypmesented together with the gain
or loss on net monetary position in the stateménbmprehensive income.

Current cost financial statements

Statement of financial position

29 Items stated at current cost are not restateause they are already expressed in
terms of the measuring unit current at the endhef reporting period. Other
items in the statement of financial position arstated in accordance with
paragraphs 11 to 25.

Statement of comprehensive income

30 The current cost statement of comprehensive niecobefore restatement,
generally reports costs current at the time at wthehunderlying transactions or
events occurred. Cost of sales and depreciatienmesnorded at current costs at
the time of consumption; sales and other expenseseaorded at their money
amounts when they occurred. Therefore all amouesi io be restated into the
measuring unit current at the end of the reporfirgod by applying a general
price index.

Gain or loss on net monetary position

31 The gain or loss on the net monetary positicaceunted for in accordance with
paragraphs 27 and 28.
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Taxes

The restatement of financial statements in alzoare with this Standard may
give rise to differences between the carrying amafnindividual assets and
liabilities in the statement of financial positicaand their tax base. These
differences are accounted for in accordance with AZ 121ncome Taxes.

Statement of cash flows

This Standard requires that all items in théestent of cash flows are expressed
in terms of the measuring unit current at the eti@ reporting period.

Corresponding figures

Corresponding figures for the previous reporpiegod, whether they were based
on a historical cost approach or a current costagmh, are restated by applying a
general price index so that the comparative firgrstiatements are presented in
terms of the measuring unit current at the end he# teporting period.
Information that is disclosed in respect of earf@riods is also expressed in
terms of the measuring unit current at the endchefreporting period. For the
purpose of presenting comparative amounts in @mifft presentation currency,
paragraphs 42(b) and 43 of NZ IAS 21 apply.

Consolidated financial statements

A parent that reports in the currency of a hygkiionary economy may have
subsidiaries that also report in the currencieshygerinflationary economies.

The financial statements of any such subsidiaryginede restated by applying a
general price index of the country in whose curreihagports before they are
included in the consolidated financial statemessuéd by its parent. Where
such a subsidiary is a foreign subsidiary, itsatest financial statements are
translated at closing rates. The financial statemef subsidiaries that do not
report in the currencies of hyperinflationary ecmies are dealt with in

accordance with NZ IAS 21.

If financial statements with different ends gbaging periods are consolidated,
all items, whether non-monetary or monetary, needbé¢orestated into the
measuring unit current at the date of the consmitifinancial statements.

Selection and use of the general price index

The restatement of financial statements in atmare with this Standard requires
the use of a general price index that reflects gbarin general purchasing power.
It is preferable that all entities that report e tcurrency of the same economy
use the same index.
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Economies ceasing to be hyperinflationary

38 When an economy ceases to be hyperinflationarya@ an entity discontinues
the preparation and presentation of financial statenents prepared in
accordance with this Standard, it shall treat the enounts expressed in the
measuring unit current at the end of the previous eporting period as the
basis for the carrying amounts in its subsequentfiancial statements.

Disclosures

39 The following disclosures shall be made:

(a) the fact that the financial statements and theorresponding figures
for previous periods have been restated for the clmges in the general
purchasing power of the functional currency and, asa result, are
stated in terms of the measuring unit current at tle end of the
reporting period;

(b)  whether the financial statements are based on distorical cost
approach or a current cost approach; and

(c) the identity and level of the price index at te end of the reporting
period and the movement in the index during the cuent and the
previous reporting period.

40 The disclosures required by this Standard aeelet to make clear the basis of
dealing with the effects of inflation in the finaatistatements. They are also
intended to provide other information necessaryriderstand that basis and the
resulting amounts.

Effective date

41. This Standard becomes operative for an entitgancial statements that cover
annual accounting periods beginning on or afteardudry 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.
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