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New Zealand Equivalent to International Accountir®tandard 32 Financial
Instruments: PresentationNZ IAS 32) is set out in paragraphs 1-100 and the
Appendix. NZIAS 32 is based on International Agcting Standard 3Financial
Instruments: Presentation (IAS 32) (2003) initially issued by the Internata
Accounting Standards Committee (IASC) and subsefyumvised by the International
Accounting Standards Board (IASB). All the parggdrs have equal authority but
retain the IASC format of the Standard when it wdepted by the IASB. NZ IAS 32
should be read in the context of its objective #r@|ASB’s Basis for Conclusions on
IAS 32, the New ZealandPreface and the New Zealand Equivalent to the IASB
Framework for the Preparation and Presentation ofindacial Statements
(NZ Framewor. NZ IAS 8 Accounting Policies, Changes in Accounting Estimate
and Errors provides a basis for selecting and applying acdognpolicies in the
absence of explicit 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 tat&@nal Financial Reporting
Standards (IFRSs) to describe the financial statésn@nd other elements. NZ IAS 1
Presentation of Financial Statemer(ss 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 linmgeén the financial statements and for
the financial statements themselves. For examplijt/loss may be referred to as
surplus/deficit and capital or share capital maydjerred to as equity.
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Introduction to NZ IAS 32

The Standard contains requirements for the preemtaf financial instruments. In
November 2005, NZ IAS 32 was amended by relocasifhgdisclosures relating to
financial instruments to NZ IFRS 7Financial Instruments: Disclosures. In
February 2008, NZIAS 32 was amended by requirimgnes puttable financial
instruments and some financial instruments thatosepon the entity an obligation to
deliver to another party a pro rata share of the awsets of the entity only on
liquidation to be classified as equity (See revigadendments to NZ IAS 32 and
NZ IAS 1—Puttable Financial Instruments and Obligations Axis on Liquidation
(February 2008)).

In adopting IAS 32 for application as NZ IAS 32 obanges have been made to the
requirements of IAS 32.

Entities that comply with NZ IAS 32 will simultanesly be in compliance with
IAS 32.

Differential Reporting
Qualifying entities must comply with all the proiass in NZ IAS 32.
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New Zealand Equivalent to International Accounting
Standard 32

Financial Instruments: Presentation (NZ IAS 32)

OBJECTIVE
1 [Deleted by IASB]

2 The objective of this Standard is to establisingyples for presenting financial

instruments as liabilities or equity and for offs®d financial assets and financial
liabilities. It applies to the classification ofn&ncial instruments, from the

perspective of the issuer, into financial assetsancial liabilities and equity

instruments; the classification of related interelétidends, losses and gains; and
the circumstances in which financial assets andnfifal liabilities should be

offset.

The principles in this Standard complement thiaciples for recognising and
measuring financial assets and financial liabditien NZ IAS 39 Financial
Instruments: Recognition and Measuremaentg for disclosing information about
them in NZ IFRS Financial Instruments: Disclosures

SCOPE
4 This Standard shall be applied by all entities toall types of financial

instruments except:

(a) those interests in subsidiaries, associates goint ventures that are
accounted for in accordance withNZ IAS 27 Consolidated and Separate
Financial Statements, NZ IAS 28 Investments in Associates or NZ IAS 31
Interests in Joint Ventures. However, in some cases, NZIAS 27,
NZ IAS 28 or NZ IAS 31 permits an entity to accountfor an interest in a
subsidiary, associate or joint venture using NZ IAS89; in those cases,
entities shall apply the requirements of this Standrd. Entities shall also
apply this Standard to all derivatives linked to irterests in subsidiaries,
associates or joint ventures.

(b) employers’ rights and obligations under employe benefit plans, to which
NZ IAS 19 Employee Benefits applies.

(c) [deleted by IASB]

(d) insurance contracts as defined in NZIFRS 4lnsurance Contracts.
However, this Standard applies to derivatives thatare embedded in
insurance contracts if NZ IAS 39 requires the enti to account for them
separately. Moreover, an issuer shall apply this t8ndard to financial
guarantee contracts if the issuer applies NZ IAS 39 recognising and
measuring the contracts, but shall apply NZ IFRS 4f the issuer elects, in
accordance with paragraph 4(d) of NZ IFRS 4, to aply NZ IFRS 4 in
recognising and measuring them.
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(e) financial instruments that are within the scopeof NZ IFRS 4 because they
contain a discretionary participation feature. The issuer of these
instruments is exempt from applying to these featws paragraphs 15-32
and AG25-AG35 of this Standard regarding the distiction between
financial liabilities and equity instruments. However, these instruments
are subject to all other requirements of this Standrd. Furthermore, this
Standard applies to derivatives that are embeddechithese instruments
(see NZ IAS 39).

(f) financial instruments, contracts and obligatiors under share-based
payment transactions to which NZ IFRS 2Share-based Payment applies,
except for

(i) contracts within the scope of paragraphs 8-10 fothis Standard, to
which this Standard applies,

(i) paragraphs 33 and 34 of this Standard, which l&all be applied to
treasury shares purchased, sold, issued or cancealléen connection
with employee share option plans, employee share mase plans,
and all other share-based payment arrangements.

5-7 [Deleted by IASB]
8 This Standard shall be applied to those contract® buy or sell a non-financial

item that can be settled net in cash or another fancial instrument, or by
exchanging financial instruments, as if the contras were financial
instruments, with the exception of contracts that wre entered into and
continue to be held for the purpose of the receipbr delivery of a non-
financial item in accordance with the entity’s expeted purchase, sale or usage
requirements.

There are various ways in which a contract to dugell a non-financial item can
be settled net in cash or another financial insémimor by exchanging financial
instruments. These include:

(&) when the terms of the contract permit eithetypto settle it net in cash or
another financial instrument or by exchanging firiahinstruments;

(b) when the ability to settle net in cash or apotfinancial instrument, or by
exchanging financial instruments, is not explicitthe terms of the contract,
but the entity has a practice of settling similanttacts net in cash or another
financial instrument, or by exchanging financiatmiments (whether with the
counterparty, by entering into offsetting contraotsby selling the contract
before its exercise or lapse);

(c) when, for similar contracts, the entity hasracgice of taking delivery of the
underlying and selling it within a short periodexftlelivery for the purpose of
generating a profit from short-term fluctuationspgrice or dealer’'s margin;
and

(d) when the non-financial item that is the subje€tthe contract is readily
convertible to cash.

© Copyright 14
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A contract to which (b) or (c) applies is not eptkiinto for the purpose of the
receipt or delivery of the non-financial item incacdance with the entity’'s
expected purchase, sale or usage requirements,aandrdingly, is within the
scope of this Standard. Other contracts to whattagraph 8 applies are evaluated
to determine whether they were entered into andimam to be held for the
purpose of the receipt or delivery of the non-ficiahitem in accordance with the
entity’s expected purchase, sale or usage requirsinand accordingly, whether
they are within the scope of this Standard.

A written option to buy or sell a non-financiedm that can be settled net in cash
or another financial instrument, or by exchangingarficial instruments, in
accordance with paragraph 9(a) or (d) is withingbepe of this Standard. Such a
contract cannot be entered into for the purposthefreceipt or delivery of the
non-financial item in accordance with the entitgdgpected purchase, sale or usage
requirements.

DEFINITIONS (see also paragraphs AG3-AG23)

11

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

A financial instrument is any contract that gives rise to a financial ass®f one
entity and a financial liability or equity instrume nt of another entity.

A financial asset is any asset that is:
(a) cash;
(b) an equity instrument of another entity;
(c) a contractual right:
(i) to receive cash or another financial asset froranother entity; or

(i) to exchange financial assets or financial liabties with another entity
under conditions that are potentially favourable tothe entity; or

(d) a contract that will or may be settled in the atity’s own equity
instruments and is:

(i) a non-derivative for which the entity is or maybe obliged to receive a
variable number of the entity’s own equity instruments; or

(i) a derivative that will or may be settled otherthan by the exchange of
a fixed amount of cash or another financial assebf a fixed number
of the entity’s own equity instruments. For this mrpose the entity’s
own equity instruments do not include puttable finacial instruments
classified as equity instruments in accordance witlparagraphs 16A
and 16B, instruments that impose on the entity an hdigation to
deliver to another party a pro rata share of the neassets of the entity
only on liquidation and are classified as equity istruments in
accordance with paragraphs 16C and 16D, or instrunmgs that are
contracts for the future receipt or delivery of theentity’'s own equity
instruments.

15 © Copyright



NZ IAS 32

A financial liability is any liability that is:
(a) a contractual obligation:
(i) to deliver cash or another financial asset toreother entity; or

(i) to exchange financial assets or financial lialbities with another entity
under conditions that are potentially unfavourableto the entity; or

(b) a contract that will or may be settled in the atity’s own equity
instruments and is:

(i) a non-derivative for which the entity is or maybe obliged to deliver a
variable number of the entity’s own equity instruments; or

(i) a derivative that will or may be settled otherthan by the exchange of a
fixed amount of cash or another financial asset foa fixed number of
the entity’s own equity instruments. For this purpose the entity’s own
equity instruments do not include puttable financiad instruments that
are classified as equity instruments in accordanogith paragraphs 16A
and 16B, instruments that impose on the entity anhdigation to deliver
to another party a pro rata share of the net assetsf the entity only on
liquidation and are classified as equity instrumens in accordance with
paragraphs 16C and 16D, or instruments that are thaselves contracts
for the future receipt or delivery of the entity’s own equity instruments

As an exception, an instrument that meets the defition of a financial liability
is classified as an equity instrument if it has althe features and meets the
conditions in paragraphs 16A and 16B or paragraph46C and 16D.

An equity instrument is any contract that evidences a residual interesh the
assets of an entity after deducting all of its liaitities.

Fair value is the amount for which an asset could be exchangedr a liability
settled, between knowledgeable, willing parties ian arm’s length transaction.

A puttable instrument is a financial instrument that gives the holder tle right
to put the instrument back to the issuer for cash oanother financial asset or
is automatically put back to the issuer on the oceuence of an uncertain
future event or the death or retirement of the instument holder.

12 The following terms are defined in paragrapH 814 IAS 39 and are used in this
Standard with the meaning specified in NZ 1AS 39.

e amortised cost of a financial asset or finaniédility

e available-for-sale financial assets

e derecognition

e derivative

« effective interest method

« financial asset or financial liability at fair e through profit or loss
« financial guarantee contract

e firm commitment
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« forecast transaction

* hedge effectiveness

* hedged item

« hedging instrument

¢ held-to-maturity investments
* loans and receivables

e regular way purchase or sale
e transaction costs.

In this Standard, ‘contract’ and ‘contractu&far to an agreement between two or
more parties that has clear economic consequehegéghe parties have little, if
any, discretion to avoid, usually because the agee is enforceable by law.
Contracts, and thus financial instruments, may takariety of forms and need not
be in writing.

In this Standard, ‘entity’ includes individualsartnerships, incorporated bodies,
trusts and government agencies.

PRESENTATION

Liabilities and Equity (see also paragraphs AG13-AG14J and
AG25-AG29A)

15

16

The issuer of a financial instrument shall clasty the instrument, or its
component parts, on initial recognition as a finanial liability, a financial asset
or an equity instrument in accordance with the sub&nce of the contractual
arrangement and the definitions of a financial liallity, a financial asset and
an equity instrument.
When an issuer applies the definitions in paxplgrll to determine whether a
financial instrument is an equity instrument ratttesin a financial liability, the
instrument is an equity instrument if, and onlybiéth conditions (a) and (b) below
are met.
(@) The instrument includes no contractual oblaati
(i) to deliver cash or another financial assetriother entity; or
(i) to exchange financial assets or financial llitibs with another entity
under conditions that are potentially unfavourabléhe issuer.
(b) If the instrument will or may be settled in tissuer's own equity instruments,
it is:
(i) a non-derivative that includes no contractubligation for the issuer to
deliver a variable number of its own equity instents; or
(i) a derivative that will be settled only by thgsuer exchanging a fixed
amount of cash or another financial asset for adfirumber of its own
equity instruments. For this purpose the issuews equity instruments
do not include instruments that have all the festuand meet the
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conditions described in paragraphs 16A and 16Bavagraphs 16C and
16D, orinstruments that are contracts for the future momi delivery of
the issuer’s own equity instruments.

A contractual obligation, including one arising froa derivative financial
instrument, that will or may result in the futueceipt or delivery of the issuer’s
own equity instruments, but does not meet conditi@) and (b) above, is not an
equity instrument. As an exception, an instruntbat meets the definition of a
financial liability is classified as an equity insinent if it has all the features and
meets the conditions in paragraphs 16A and 16Bamagraphs 16C and 16D.

Puttable instruments

16A A puttable financial instrument includes a cantual obligation for the issuer to
repurchase or redeem that instrument for cash othan financial asset on
exercise of the put. As an exception to the dedinibf a financial liability, an
instrument that includes such an obligation issifeex] as an equity instrument if
it has all the following features:

(a) It entitles the holder to a pro rata sharehefdntity’s net assets in the event
of the entity’s liquidation. The entity’s net assafe those assets that remain
after deducting all other claims on its assetsrérpta share is determined
by:

(i) dividing the entity’s net assets on liquidatimmo units of equal
amount; and

(i) multiplying that amount by the number of theits held by the
financial instrument holder.

(b) The instrument is in the class of instrumehés ts subordinate to all other
classes of instruments. To be in such a classigtruiment:

() has no priority over other claims to the assdtthe entity on
liquidation, and

(i) does not need to be converted into anothdrunsent before it is in the
class of instruments that is subordinate to akottasses of
instruments.

(c) All financial instruments in the class of ingtents that is subordinate to all
other classes of instruments have identical featUfer example, they must
all be puttable, and the formula or other methodduso calculate the
repurchase or redemption price is the same fonstftuments in that class.

(d) Apart from the contractual obligation for thesuer to repurchase or redeem
the instrument for cash or another financial astet,instrument does not
include any contractual obligation to deliver cashanother financial asset
to another entity, or to exchange financial assetfinancial liabilities with
another entity under conditions that are potentialhfavourable to the
entity, and it is not a contract that will or mag bettled in the entity’s own
equity instruments as set out in subparagraph {othe definition of a
financial liability.
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(e) The total expected cash flows attributableh® instrument over the life of
the instrument are based substantially on thetpoofioss, the change in the
recognised net assets or the change in the faievaf the recognised and
unrecognised net assets of the entity over the difethe instrument
(excluding any effects of the instrument).

16B For an instrument to be classified as an equisgrument, in addition to the
instrument having all the above features, the issugst have no other financial
instrument or contract that has:

(a) total cash flows based substantially on thditpoo loss, the change in the
recognised net assets or the change in the faievall the recognised and
unrecognised net assets of the entity (excluding effects of such
instrument or contract) and

(b) the effect of substantially restricting or fig the residual return to the
puttable instrument holders.

For the purposes of applying this condition, théitgrshall not consider non-

financial contracts with a holder of an instrumdascribed in paragraph 16A that
have contractual terms and conditions that arelairto the contractual terms and
conditions of an equivalent contract that mightuscbetween a non-instrument
holder and the issuing entity. If the entity candetermine that this condition is
met, it shall not classify the puttable instrumasitan equity instrument.

Instruments, or components of instruments, that impse on the entity an
obligation to deliver to another party a pro rata $are of the net assets of the
entity only on liquidation

16C Some financial instruments include a contrdatbéigation for the issuing entity
to deliver to another entity a pro rata share ®hiét assets only on liquidation.
The obligation arises because liquidation eithereigain to occur and outside the
control of the entity (for example, a limited liémtity) or is uncertain to occur but
is at the option of the instrument holder. As anegtion to the definition of a
financial liability, an instrument that includescéuan obligation is classified as an
equity instrument if it has all the following feads:

(a) It entitles the holder to a pro rata shareheféntity’s net assets in the event
of the entity’s liquidation. The entity’s net assate those assets that remain
after deducting all other claims on its assets.ré\ata share is determined
by:

(i) dividing the net assets of the entity on licatidn into units of equal
amount; and

(i) multiplying that amount by the number of theits held by the
financial instrument holder.

(b) The instrument is in the class of instrumehtd ts subordinate to all other
classes of instruments. To be in such a classitaiment:

(i) has no priority over other claims to the assdtthe entity on
liquidation, and
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16D

(i) does not need to be converted into anothdrunsent before it is in the
class of instruments that is subordinate to akottasses of
instruments.

(c) All financial instruments in the class of ingtments that is subordinate to all
other classes of instruments must have an iderta#tactual obligation for
the issuing entity to deliver a pro rata shargshet assets on liquidation.

For an instrument to be classified as an equisfrument, in addition to the
instrument having all the above features, the issuest have no other financial
instrument or contract that has:

(a) total cash flows based substantially on thditpoo loss, the change in the
recognised net assets or the change in the faievaf the recognised and
unrecognised net assets of the entity (excluding aeffects of such
instrument or contract) and

(b) the effect of substantially restricting or fig the residual return to the
instrument holders.

For the purposes of applying this condition, théitershall not consider non-

financial contracts with a holder of an instrumdascribed in paragraph 16C that
have contractual terms and conditions that arelairto the contractual terms and
conditions of an equivalent contract that mightuwcbetween a non-instrument
holder and the issuing entity. If the entity candetermine that this condition is
met, it shall not classify the instrument as anitggostrument.

Reclassification of puttable instruments and instrunents that impose on the entity
an obligation to deliver to another party a pro rat share of the net assets of the
entity only on liquidation

16E

16F

An entity shall classify a financial instrumeas an equity instrument in
accordance with paragraphs 16A and 16B or paragrapt and 16D from the
date when the instrument has all the features asgtarthe conditions set out in
those paragraphs. An entity shall reclassify arfiia instrument from the date
when the instrument ceases to have all the featreseet all the conditions set
out in those paragraphs. For example, if an emdgeems all its issued non-
puttable instruments and any puttable instrumérasremain outstanding have all
the features and meet all the conditions in papEwa6A and 16B, the entity
shall reclassify the puttable instruments as equsgtruments from the date when
it redeems the non-puttable instruments.

An entity shall account as follows for the asslfication of an instrument in
accordance with paragraph 16E:

(a) It shall reclassify an equity instrument agrercial liability from the date
when the instrument ceases to have all the feature®et the conditions in
paragraphs 16A and 16B or paragraphs 16C and TI8B.financial liability
shall be measured at the instrument's fair value tlee¢ date of
reclassification. The entity shall recognise imiggany difference between
the carrying value of the equity instrument andftiievalue of the financial
liability at the date of reclassification.
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(b) It shall reclassify a financial liability as @ty from the date when the
instrument has all the features and meets the tionsliset out in paragraphs
16A and 16B or paragraphs 16C and 16D. An equisyriment shall be
measured at the carrying value of the financiability at the date of
reclassification.

No Contractual Obligation to Deliver Cash or Anothe Financial Asset
(paragraph 16(a))

17

18

With the exception of the circumstances desdribeparagraphs 16A and 16B or
paragraphs 16C and 16D, a critical feature in difitating a financial liability
from an equity instrument is the existence of at@mtual obligation of one party
to the financial instrument (the issuer) eitherd&diver cash or another financial
asset to the other party (the holder) or to exchdimgancial assets or financial
liabilities with the holder under conditions thae gotentially unfavourable to the
issuer. Although the holder of an equity instrumeray be entitled to receive a
pro rata share of any dividends or other distriingiof equity, the issuer does not
have a contractual obligation to make such distidims because it cannot be
required to deliver cash or another financial agsanother party.

The substance of a financial instrument, rathan its legal form, governs its

classification in the entity’s statement of finaalgposition. Substance and legal
form are commonly consistent, but not always. Sdimencial instruments take

the legal form of equity but are liabilities in stidnce and others may combine
features associated with equity instruments antlifes associated with financial
liabilities. For example:

(a) a preference share that provides for mandagmgmption by the issuer for a
fixed or determinable amount at a fixed or deteahla future date, or gives
the holder the right to require the issuer to reudé¢iee instrument at or after a
particular date for a fixed or determinable amoismg financial liability.

(b) a financial instrument that gives the holder tight to put it back to the issuer
for cash or another financial asset (a ‘puttablgtriment’) is a financial
liability, except for those instruments classifiéd equity instruments in
accordance with paragraphs 16A and 16B or paragraplt and 16D. The
financial instrument is a financial liability evewhen the amount of cash or
other financial assets is determined on the bdsis dndex or other item that
has the potential to increase or decrease. Tleaxe of an option for the
holder to put the instrument back to the issuerctash or another financial
asset means that the puttable instrument meetsldfieition of a financial
liability, except for those instruments classified equity instruments in
accordance with paragraphs 16A and 16B or paragraplt and 16D. For
example, open-ended mutual funds, unit trusts,npeships and some co-
operative entities may provide their unitholdersnoembers with a right to
redeem their interests in the issuer at any timec&sh, which results in the
unitholders’ or members’ interests being classifisdinancial liabilities, except
for those instruments classified as equity instnimein accordance with
paragraphs 16A and 16B or paragraphs 16C and H&inever, classification
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as a financial liability does not preclude the abdescriptors such as ‘net asset
value attributable to unitholders’ and ‘change @t asset value attributable to
unitholders’ in the financial statements of an tgnthat has no contributed
equity (such as some mutual funds and unit traets lllustrative Example 7) or
the use of additional disclosure to show that totembers’ interests comprise
items such as reserves that meet the definiti@yoity and puttable instruments
that do not (see lllustrative Example 8).

If an entity does not have an unconditional trighh avoid delivering cash or

another financial asset to settle a contractuabatibn, the obligation meets the
definition of a financial liability, except for tise instruments classified as equity
instruments in accordance with paragraphs 16A &Rl dr paragraphs 16C and
16D. For example:

(@)

(b)

a restriction on the ability of an entity tdisfy a contractual obligation, such
as lack of access to foreign currency or the needhtain approval for
payment from a regulatory authority, does not neghé entity’s contractual
obligation or the holder’s contractual right untfes instrument.

a contractual obligation that is conditional ancounterparty exercising its
right to redeem is a financial liability because thntity does not have the
unconditional right to avoid delivering cash or #a financial asset.

A financial instrument that does not explicélstablish a contractual obligation to
deliver cash or another financial asset may estabéin obligation indirectly
through its terms and conditions. For example:

@)

(b)

a financial instrument may contain a non-finahobligation that must be

settled if, and only if, the entity fails to makestributions or to redeem the
instrument. If the entity can avoid a transfeca$h or another financial asset
only by settling the non-financial obligation, tHi@mancial instrument is a

financial liability.

a financial instrument is a financial liabilitl/ it provides that on settlement
the entity will deliver either:

(i) cash or another financial asset; or

(i) its own shares whose value is determined teer substantially the value
of the cash or other financial asset.

Although the entity does not have an explicit cactmal obligation to deliver

cash or another financial asset, the value of tia@essettlement alternative is
such that the entity will settle in cash. In anyem®t, the holder has in

substance been guaranteed receipt of an amounistlaatleast equal to the
cash settlement option (see paragraph 21).

Settlement in the Entity’s Own Equity Instruments (paragraph 16(b))

21 A contract is not an equity instrument solelgdigse it may result in the receipt or
delivery of the entity’s own equity instruments.n Antity may have a contractual
right or obligation to receive or deliver a numioéiits own shares or other equity
instruments that varies so that the fair valueheféntity’s own equity instruments
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to be received or delivered equals the amountettntractual right or obligation.
Such a contractual right or obligation may be fdixad amount or an amount that
fluctuates in part or in full in response to chage a variable other than the
market price of the entity's own equity instrumer(egy an interest rate, a
commodity price or a financial instrument pricd)wo examples are (a) a contract
to deliver as many of the entity’s own equity instients as are equal in value to
CU100, and (b) acontract to deliver as many of the gstitown equity
instruments as are equal in value to the valueOff dunces of gold. Such a
contract is a financial liability of the entity eveéhough the entity must or can
settle it by delivering its own equity instrumentf. is not an equity instrument
because the entity uses a variable number of itsexyuity instruments as a means
to settle the contract. Accordingly, the contrdoes not evidence a residual
interest in the entity’s assets after deducting#its liabilities.

Except as stated in paragraph 22A, a contratt whill be settled by the entity
(receiving or) delivering a fixed number of its owquity instruments in exchange
for a fixed amount of cash or another financiakass an equity instrument. For
example, an issued share option that gives thetemarty a right to buy a fixed

number of the entity’s shares for a fixed pricefor a fixed stated principal

amount of a bond is an equity instrument. Chaigeke fair value of a contract
arising from variations in market interest rateattdo not affect the amount of
cash or other financial assets to be paid or redeior the number of equity
instruments to be received or delivered, on sedl@nof the contract do not
preclude the contract from being an equity instmimeAny consideration received
(such as the premium received for a written optionvarrant on the entity’s own
shares) is added directly to equity. Any consitlerapaid (such as the premium
paid for a purchased option) is deducted directynf equity. Changes in the fair
value of an equity instrument are not recognisethénfinancial statements.

22A If the entity’s own equity instruments to lexeived, or delivered, by the entity

23

upon settlement of a contract are puttable findnigciatruments with all the
features and meeting the conditions described magraphs 16A and 16B, or
instruments that impose on the entity an obligatmdeliver to another party a pro
rata share of the net assets of the entity onljgoidation with all the features and
meeting the conditions described in paragraphs 48 16D, the contract is a
financial asset or a financial liability. This incles a contract that will be settled
by the entity receiving or delivering a fixed numbef such instruments in
exchange for a fixed amount of cash or anothenfiizd asset.

With the exception of the circumstances desdribeparagraphs 16A and 16B or
paragraphs 16C and 16D, a contract that containgbligation for an entity to

purchase its own equity instruments for cash othardinancial asset gives rise to a
financial liability for the present value of thedeamption amount (for example, for
the present value of the forward repurchase pop#ipn exercise price or other

" In this Standard, monetary amounts are denominatedrrency units’ (CU).
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redemption amount). This is the case even if thetract itself is an equity
instrument. One example is an entity’s obligatiomder a forward contract to
purchase its own equity instruments for cash. Wtien financial liability is
recognised initially under NZ IAS 39, its fair valu(the present value of the
redemption amount) is reclassified from equity. b&quently, the financial
liability is measured in accordance with NZ IAS 39f the contract expires
without delivery, the carrying amount of the fin@idiability is reclassified to
equity. An entity’s contractual obligation to phese its own equity instruments
gives rise to a financial liability for the preserglue of the redemption amount
even if the obligation to purchase is conditionaltbe counterparty exercising a
right to redeem (eg a written put option that githes counterparty the right to sell
an entity’s own equity instruments to the entity ddfixed price).

A contract that will be settled by the entityidering or receiving a fixed number
of its own equity instruments in exchange for aatale amount of cash or another
financial asset is a financial asset or finandalbility. An example is a contract
for the entity to deliver 100 of its own equity fnsments in return for an amount
of cash calculated to equal the value of 100 ountegsld.

Contingent Settlement Provisions

25

A financial instrument may require the entitydeliver cash or another financial
asset, or otherwise to settle it in such a way ithabuld be a financial liability,
in the event of the occurrence or non-occurrencenagrtain future events (or on
the outcome of uncertain circumstances) that ayerzk the control of both the
issuer and the holder of the instrument, such esaage in a stock market index,
consumer price index, interest rate or taxationuireqnents, or the issuer’s future
revenues, net income or debt-to-equity ratio. T™seer of such an instrument
does not have the unconditional right to avoidwilhg cash or another financial
asset (or otherwise to settle it in such a way ithabuld be a financial liability).
Therefore, it is a financial liability of the issuenless:

(a) the part of the contingent settlement provigtat could require settlement in
cash or another financial asset (or otherwise @hsuway that it would be a
financial liability) is not genuine;

(b) the issuer can be required to settle the otitigan cash or another financial
asset (or otherwise to settle it in such a way thatould be a financial
liability) only in the event of liquidation of thesuer; or

(c) the instrument has all the features and méetsonditions in paragraphs 16A
and 16B.

Settlement Options

26

27

When a derivative financial instrument gives ongarty a choice over how it is
settled (eg the issuer or the holder can choose tetnent net in cash or by
exchanging shares for cash), it is a financial adser a financial liability unless
all of the settlement alternatives would result irit being an equity instrument.

An example of a derivative financial instrumeyith a settlement option that is a
financial liability is a share option that the issitan decide to settle net in cash or
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by exchanging its own shares for cash. Similatyne contracts to buy or sell a
non-financial item in exchange for the entity’s oequity instruments are within
the scope of this Standard because they can bedseither by delivery of the non-
financial item or net in cash or another finanamstrument (see paragraphs 8-10).
Such contracts are financial assets or financiabillties and not equity
instruments.

Compound Financial Instruments
(see also paragraphs AG30-AG35 and lllustrative Exaples 9-12)

28

29

30

31

The issuer of a non-derivative financial instrurent shall evaluate the terms of
the financial instrument to determine whether it cantains both a liability and an
equity component. Such components shall be classd separately as financial
liabilities, financial assets or equity instruments in accordance with
paragraph 15.

An entity recognises separately the componehta @inancial instrument that
(a) creates a financial liability of the entity afi) grants an option to the holder of
the instrument to convert it into an equity instennof the entity. For example, a
bond or similar instrument convertible by the holdeto a fixed number of
ordinary shares of the entity is a compound fingih@nstrument. From the
perspective of the entity, such an instrument cdsepr two components: a
financial liability (a contractual arrangement telider cash or another financial
asset) and an equity instrument (a call option tymgrthe holder the right, for a
specified period of time, to convert it into a fikaumber of ordinary shares of the
entity). The economic effect of issuing such astriiment is substantially the
same as issuing simultaneously a debt instrumeth an early settlement
provision and warrants to purchase ordinary shamesssuing a debt instrument
with detachable share purchase warrants. Accdsding all cases, the entity
presents the liability and equity components sdphrén its statement of financial
position.

Classification of the liability and equity compmts of a convertible instrument is
not revised as a result of a change in the likeléhthat a conversion option will be
exercised, even when exercise of the option mayeappo have become
economically advantageous to some holders. Holaerg not always act in the
way that might be expected because, for exampéetak consequences resulting
from conversion may differ among holders. Furthemn the likelihood of
conversion will change from time to time. The 8¢ contractual obligation to
make future payments remains outstanding untilsitektinguished through
conversion, maturity of the instrument or some pthensaction.

NZ IAS 39 deals with the measurement of findnessets and financial liabilities.
Equity instruments are instruments that evidenoesalual interest in the assets of
an entity after deducting all of its liabilitiesTherefore, when the initial carrying
amount of a compound financial instrument is aftedato its equity and liability
components, the equity component is assigned #idua amount after deducting
from the fair value of the instrument as a whole #mount separately determined
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for the liability component. The value of any dative features (such as a call
option) embedded in the compound financial instmimather than the equity
component (such as an equity conversion optionjnégtuded in the liability

component. The sum of the carrying amounts asdigméhe liability and equity
components on initial recognition is always equatite fair value that would be
ascribed to the instrument as a whole. No gaifoes arises from initially
recognising the components of the instrument ségstra

32 Under the approach described in paragraph &ljsguer of a bond convertible
into ordinary shares first determines the carrgngpunt of the liability component
by measuring the fair value of a similar liabilifycluding any embedded non-
equity derivative features) that does not have sso@ated equity component.
The carrying amount of the equity instrument repnésd by the option to convert
the instrument into ordinary shares is then deteechiby deducting the fair value
of the financial liability from the fair value ohé compound financial instrument
as a whole.

Treasury Shares(see also paragraph AG36)

33 If an entity reacquires its own equity instrumets, those instruments
(‘treasury shares’) shall be deducted from equity. No gain or loss shall be
recognised in profit or loss on the purchase, saléssue or cancellation of an
entity’s own equity instruments. Such treasury shees may be acquired and
held by the entity or by other members of the condimated group.
Consideration paid or received shall be recognisedirectly in equity.

34 The amount of treasury shares held is disclgspdrately either in the statement
of financial position or in the notes, in accordanath NZ IAS 1Presentation of
Financial Statements An entity provides disclosure in accordance with
NZ IAS 24 Related Party Disclosuresf the entity reacquires its own equity
instruments from related parties.

Interest, Dividends, Losses and Gaingee also paragraph AG37)

35 Interest, dividends, losses and gains relating ta financial instrument or a
component that is a financial liability shall be re&ognised as income or
expense in profit or loss. Distributions to holdes of an equity instrument
shall be debited by the entity directly to equitynet of any related income tax
benefit. Transaction costs of an equity transactio shall be accounted for as a
deduction from equity, net of any related income ta benefit.

36 The classification of a financial instrument adinancial liability or an equity
instrument determines whether interest, dividefalses and gains relating to that
instrument are recognised as income or expenseofit pr loss. Thus, dividend
payments on shares wholly recognised as liabildiesrecognised as expenses in
the same way as interest on a bond. Similarlypgyand losses associated with
redemptions or refinancings of financial liabilgiare recognised in profit or loss,
whereas redemptions or refinancings of equity imsénts are recognised as
changes in equity. Changes in the fair value ofegnity instrument are not
recognised in the financial statements.
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37 An entity typically incurs various costs in iBgy or acquiring its own equity
instruments. Those costs might include registnatmd other regulatory fees,
amounts paid to legal, accounting and other prafaat advisers, printing costs
and stamp duties. The transaction costs of artyettansaction are accounted for
as a deduction from equity (net of any related inedax benefit) to the extent
they are incremental costs directly attributablethe equity transaction that
otherwise would have been avoided. The costs oéarty transaction that is
abandoned are recognised as an expense.

38 Transaction costs that relate to the issue afrapound financial instrument are
allocated to the liability and equity componentghad instrument in proportion to
the allocation of proceeds. Transaction costs ftblate jointly to more than one
transaction (for example, costs of a concurrergraff) of some shares and a stock
exchange listing of other shares) are allocatdtidee transactions using a basis of
allocation that is rational and consistent withikntransactions.

39 The amount of transaction costs accounted fa deduction from equity in the
period is disclosed separately under NZ IAS 1. Télated amount of income
taxes recognised directly in equity is includedhia aggregate amount of current
and deferred income tax credited or charged totgghat is disclosed under
NZ IAS 12Income Taxes

40 Dividends classified as an expense may be pexbeim the statement of
comprehensive income or separate income statenfepteented) either with
interest on other liabilities or as a separate .itémaddition to the requirements of
this Standard, disclosure of interest and dividéadsibject to the requirements of
NZIAS 1 and NZIFRS 7. In some circumstances,abse of the differences
between interest and dividends with respect toermtuch as tax deductibility, it
is desirable to disclose them separately in theestant of comprehensive income
or separate income statement (if presented). &@isoks of the tax effects are
made in accordance with NZ IAS 12.

41 Gains and losses related to changes in theimgraynount of a financial liability
are recognised as income or expense in profit €8 &ven when they relate to an
instrument that includes a right to the residutgriest in the assets of the entity in
exchange for cash or another financial asset (sagmph 18(b)). Under
NZ IAS 1 the entity presents any gain or loss agdrom remeasurement of such
an instrument separately in the statement of cohgm&ve income when it is
relevant in explaining the entity’s performance.

Offsetting a Financial Asset and a Financial Liabity
(see also paragraphs AG38 and AG39)

42 A financial asset and a financial liability shdlbe offset and the net amount
presented in the statement of financial position wén, and only when, an
entity:

(a) currently has a legally enforceable right to geoff the recognised amounts;
and
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(b) intends either to settle on a net basis, or tealise the asset and settle the
liability simultaneously.

In accounting for a transfer of a financial asset that does not qualify for
derecognition, the entity shall not offset the trasferred asset and the
associated liability (see NZ IAS 39, paragraph 36).

This Standard requires the presentation of firassets and financial liabilities
on a net basis when doing so reflects an entityfseeted future cash flows from
settling two or more separate financial instrumemhen an entity has the right to
receive or pay a single net amount and intendsoted it has, in effect, only a
single financial asset or financial liability. @ther circumstances, financial assets
and financial liabilities are presented separatelyn each other consistently with
their characteristics as resources or obligatidrikeoentity.

Offsetting a recognised financial asset and aogmised financial liability and
presenting the net amount differs from the dereitiognof a financial asset or a
financial liability. Although offsetting does ngtve rise to recognition of a gain or
loss, the derecognition of a financial instrumerttanly results in the removal of the
previously recognised item from the statement wérficial position but also may
result in recognition of a gain or loss.

A right of set-off is a debtor’s legal right, lepntract or otherwise, to settle or
otherwise eliminate all or a portion of an amoune do a creditor by applying
against that amount an amount due from the creditorunusual circumstances,
a debtor may have a legal right to apply an amduetfrom a third party against
the amount due to a creditor provided that themnisgreement between the three
parties that clearly establishes the debtor’s righset-off. Because the right of
set-off is a legal right, the conditions supportthg right may vary from one legal
jurisdiction to another and the laws applicablettie relationships between the
parties need to be considered.

The existence of an enforceable right to setaofinancial asset and a financial
liability affects the rights and obligations assted with a financial asset and a
financial liability and may affect an entity’'s exqoe to credit and liquidity risk.
However, the existence of the right, by itselfnat a sufficient basis for offsetting.
In the absence of an intention to exercise thet iigho settle simultaneously, the
amount and timing of an entity’s future cash flaave not affected. When an entity
intends to exercise the right or to settle simdtarsly, presentation of the asset and
liability on a net basis reflects more appropriatéle amounts and timing of the
expected future cash flows, as well as the risksvihich those cash flows are
exposed. An intention by one or both parties ttlesen a net basis without the
legal right to do so is not sufficient to justififfsetting because the rights and
obligations associated with the individual finahcésset and financial liability
remain unaltered.

An entity’s intentions with respect to settletnefparticular assets and liabilities
may be influenced by its normal business practitks, requirements of the
financial markets and other circumstances that lnaiy the ability to settle net or
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to settle simultaneously. When an entity has htrif set-off, but does not intend
to settle net or to realise the asset and se#ldidbility simultaneously, the effect
of the right on the entity’s credit risk exposusedisclosed in accordance with
paragraph 36 of NZ IFRS 7.

Simultaneous settlement of two financial instemts may occur through, for
example, the operation of a clearing house in gamsed financial market or a
face-to-face exchange. In these circumstancescésh flows are, in effect,
equivalent to a single net amount and there isxpo®ure to credit or liquidity
risk. In other circumstances, an entity may sewie instruments by receiving and
paying separate amounts, becoming exposed to aisklifor the full amount of
the asset or liquidity risk for the full amount thie liability. Such risk exposures
may be significant even though relatively brief. ccardingly, realisation of a
financial asset and settlement of a financial lipbare treated as simultaneous
only when the transactions occur at the same mament

The conditions set out in paragraph 42 are g#lgarot satisfied and offsetting is

usually inappropriate when:

(@) several different financial instruments areduse emulate the features of a
single financial instrument (a ‘synthetic instrurtign

(b) financial assets and financial liabilities arfsom financial instruments having
the same primary risk exposure (for example, asmetkliabilities within a
portfolio of forward contracts or other derivatiugstruments) but involve
different counterparties;

(c) financial or other assets are pledged as eo#htffor non-recourse financial
liabilities;

(d) financial assets are set aside in trust byldoddor the purpose of discharging
an obligation without those assets having beenpaedeby the creditor in
settlement of the obligation (for example, a sigkinnd arrangement); or

(e) obligations incurred as a result of eventsrmjviise to losses are expected to
be recovered from a third party by virtue of amlanade under an insurance
contract.

An entity that undertakes a number of finanastrument transactions with a
single counterparty may enter into a ‘master ngttarrangement’ with that
counterparty. Such an agreement provides for glesinet settlement of all
financial instruments covered by the agreementhim ¢vent of default on, or
termination of, any one contract. These arrangésnare commonly used by
financial institutions to provide protection agditsss in the event of bankruptcy
or other circumstances that result in a counteypbding unable to meet its
obligations. A master netting arrangement commeandates a right of set-off that
becomes enforceable and affects the realisatiorsatiement of individual
financial assets and financial liabilities onlylfating a specified event of default
or in other circumstances not expected to ariskédmormal course of business. A
master netting arrangement does not provide a l@sisffsetting unless both of
the criteria in paragraph 42 are satisfied. Whisanicial assets and financial
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liabilities subject to a master netting arrangenamet not offset, the effect of the
arrangement on an entity’s exposure to creditigslisclosed in accordance with
paragraph 36 of NZ IFRS 7.

DISCLOSURE
51-95 [Deleted by IASB]

EFFECTIVE DATE AND TRANSITION

96 This Standard becomes operative for an entitgancial statements that cover
annual accounting periods beginning on or afteariudry 2007. Early adoption of
this Standard is permitted only when an entity cliespwvith NZ IFRS IFirst-time
Adoption of New Zealand Equivalents to Internatiof@nancial Reporting
Standardgor an annual accounting period beginning on teraf January 2005.

96A Puttable Financial Instruments and Obligations Aag on Liquidation(revised
Amendments to NZ IAS 32 and NZ IAS 1), issued irbfe@ary 2008, required
financial instruments that contain all the featusesl meet the conditions in
paragraphs 16A and 16B or paragraphs 16C and 1éie tdassified as an equity
instrument, amended paragraphs 11, 16, 17-19, 2222 AG13, AG14 and
AG27, and inserted paragraphs 16A-16F, 22A, 96K, 37 C, AG14A-AG14J
and AG29A. An entity shall apply those amendmeotsahnual periods beginning
on or after 1 January 2009. Earlier applicationpamitted where an entity
complies, or has complied, with New Zealand Eqemato International Financial
Reporting Standard 1First-time Adoption of New Zealand Equivalents to
International Financial Reporting Standardf an entity applies the changes for
an earlier period, it shall disclose that fact amply the related amendments to
NZ IAS 1, NZ IAS 39, NZ IFRS 7 and NZ IFRIC 2 aktbame time.

96BPuttable Financial Instruments and Obligations Agson Liquidationintroduced
a limited scope exception; therefore, an entityllshat apply the exception by
analogy.

96C The classification of instruments under thisegtion shall be restricted to the
accounting for such an instrument under NZ IAS Z INS 32, NZ IAS 39 and
NZ IFRS 7. The instrument shall not be consideradequity instrument under
other guidance, for example NZ IFRSBare-based Payment

97 This Standard shall be applied retrospectively.

97A NZIAS 1 (as revised in 2007) amended the ileotogy used throughout New
Zealand equivalents to IFRSs. In addition it aneghg@aragraph 40. An entity
shall apply those amendments for annual periodsinbiemgy on or after
1 January 2009. If an entity applies NZ IAS 1 {sed 2007) for an earlier period,
the amendments shall be applied for that earlisoge

“In August 2005 the IASB relocated all disclosurelating to financial instruments to IFRSFhancial
Instruments: Disclosures
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97B NZ IFRS 3 (as revised in 2008) deleted pagagrs(c). An entity shall apply that
amendment for annual periods beginning on or dfteluly 2009. If an entity
applies NZ IFRS 3 (revised 2008) for an earlieigibrthe amendment shall also
be applied for that earlier period.

97C When applying the amendments described irgpapa 96A, an entity is required
to split a compound financial instrument with arigdition to deliver to another
party a pro rata share of the net assets of thity @mly on liquidation into separate
liability and equity components. If the liabilityomponent is no longer
outstanding, a retrospective application of thasemdments to NZ IAS 32 would
involve separating two components of equity. Thetfcomponent would be in
retained earnings and represent the cumulativeeistteaccreted on the liability
component. The other component would represenbtiiggnal equity component.
Therefore, an entity need not separate these twoponents if the liability
component is no longer outstanding at the dateplieation of the amendments.

97D Paragraph 4 was amendedimprovements to NZ IFR$ssued in June 2008. An
entity shall apply that amendment for annual pexidmbginning on or after
1 January 2009. Earlier application is permittefl. ah entity applies the
amendment for an earlier period it shall discldss fact and apply for that earlier
period the amendments to paragraph 3 of NZ IFR&avagraph 1 of NZ IAS 28
and paragraph 1 of NZ IAS 31 issued in June 2008ewrtity is permitted to apply
the amendment prospectively.

WITHDRAWAL OF OTHER PRONOUNCEMENTS

98-100 [Paragraphs 98 to 100 of NZ IAS 32 are pptaduced. The withdrawal of
previous IASB pronouncements is not relevant te 8tandard.]
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Appendix

Application Guidance

New Zealand Equivalent to IAS 32Financial I nstruments:
Presentation

This Appendix is an integral part of the Standard.

AG1

AG2

This Application Guidance explains the applimatof particular aspects of the
Standard.

The Standard does not deal with the recognitiomeasurement of financial
instruments. Requirements about the recognitiod ameasurement of
financial assets and financial liabilities are@eattin NZ IAS 39.

Definitions (paragraphs 11-14)
Financial Assets and Financial Liabilities

AG3

AG4

AG5

AG6

Currency (cash) is a financial asset becauseeptesents the medium of
exchange and is therefore the basis on whichak#actions are measured and
recognised in financial statements. A depositaghcwith a bank or similar
financial institution is a financial asset becalisepresents the contractual right
of the depositor to obtain cash from the institutio to draw a cheque or similar
instrument against the balance in favour of a toedn payment of a financial
liability.

Common examples of financial assets represgngincontractual right to
receive cash in the future and corresponding firztiabilities representing a
contractual obligation to deliver cash in the fetare:

(@ trade accounts receivable and payable;
(b) notes receivable and payable;

(c) loans receivable and payable; and

(d) bonds receivable and payable.

In each case, one party’s contractual right teeikex (or obligation to pay)
cash is matched by the other party's correspondbiigjation to pay (or right
to receive).

Another type of financial instrument is one fehich the economic benefit to
be received or given up is a financial asset othan cash. For example, a
note payable in government bonds gives the holdercbntractual right to
receive and the issuer the contractual obligatiodeliver government bonds,
not cash. The bonds are financial assets bechagadpresent obligations of
the issuing government to pay cash. The noté&ésefore, a financial asset of
the note holder and a financial liability of thet@éssuer.

‘Perpetual’ debt instruments (such as ‘perdehands, debentures and capital
notes) normally provide the holder with the contwat right to receive
payments on account of interest at fixed datesnelktg into the indefinite
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future, either with no right to receive a returnpoincipal or a right to a return
of principal under terms that make it very unlikely very far in the future.
For example, an entity may issue a financial imsgnt requiring it to make
annual payments in perpetuity equal to a stateerdst rate of 8 per cent
applied to a stated par or principal amount of @0Q, Assuming 8 per cent
to be the market rate of interest for the instrumehen issued, the issuer
assumes a contractual obligation to make a strddotuwre interest payments
having a fair value (present value) of CU1,000 oitidl recognition. The
holder and issuer of the instrument have a findresset and a financial
liability, respectively.

A contractual right or contractual obligatiom tteceive, deliver or exchange
financial instruments is itself a financial instram. A chain of contractual
rights or contractual obligations meets the ddbnitof a financial instrument
if it will ultimately lead to the receipt or paynieof cash or to the acquisition
or issue of an equity instrument.

The ability to exercise a contractual right tbe requirement to satisfy a
contractual obligation may be absolute, or it may dontingent on the
occurrence of a future event. For example, a firdnguarantee is a
contractual right of the lender to receive cashmfrthe guarantor, and a
corresponding contractual obligation of the guarath pay the lender, if the
borrower defaults. The contractual right and ditlign exist because of a past
transaction or event (assumption of the guaranwen though the lender’s
ability to exercise its right and the requirememt the guarantor to perform
under its obligation are both contingent on a fatact of default by the
borrower. A contingent right and obligation mde tefinition of a financial
asset and a financial liability, even though suskets and liabilities are not
always recognised in the financial statements. &ofithese contingent rights
and obligations may be insurance contracts withénscope of NZ IFRS 4.

Under NZIAS 17 Leasesa finance lease is regarded as primarily an
entitlement of the lessor to receive, and an obbgaof the lessee to pay, a
stream of payments that are substantially the sasnblended payments of
principal and interest under a loan agreement. [Eksor accounts for its
investment in the amount receivable under the |leastract rather than the
leased asset itself. An operating lease, on therobhand, is regarded as
primarily an uncompleted contract committing thesler to provide the use of
an asset in future periods in exchange for conatiter similar to a fee for a
service. The lessor continues to account for ¢éasdd asset itself rather than
any amount receivable in the future under the emntrAccordingly, a finance
lease is regarded as a financial instrument andmarating lease is not
regarded as a financial instrument (except as dsgardividual payments
currently due and payable).

" In this guidance, monetary amounts are denominatedirrency units’ (CU).
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AG10

AG11

AG12

Physical assets (such as inventories, propplant and equipment), leased
assets and intangible assets (such as patentsaaiginirks) are not financial
assets. Control of such physical and intangibdetascreates an opportunity to
generate an inflow of cash or another financiaéadsut it does not give rise
to a present right to receive cash or another fiizhiasset.

Assets (such as prepaid expenses) for whielutinre economic benefit is the
receipt of goods or services, rather than the righteceive cash or another
financial asset, are not financial assets. Sityilatems such as deferred
revenue and most warranty obligations are not fir@riabilities because the
outflow of economic benefits associated with thesrthie delivery of goods
and services rather than a contractual obligatmnpay cash or another
financial asset.

Liabilities or assets that are not contract{saich as income taxes that are
created as a result of statutory requirements ieghtey governments) are not
financial liabilities or financial assets. Accoingt for income taxes is dealt
with in NZ IAS 12.  Similarly, constructive obligahs, as defined in
NZ IAS 37 Provisions, Contingent Liabilities and Contingendsats do not
arise from contracts and are not financial lialeiit

Equity Instruments

AG13

AG14

Examples of equity instruments include nortghle ordinary shares, some
puttable instruments (see paragraphs 16A and 1&8he instruments that
impose on the entity an obligation to deliver totuer party a pro rata share
of the net assets of the entity only on liquidatisee paragraphs 16C and
16D), some types of preference shares (see paregyrep25 and AG26), and
warrants or written call options that allow the deal to subscribe for or
purchase a fixed number of non-puttable ordinagresh in the issuing entity
in exchange for a fixed amount of cash or anotimamntial asset. An entity’s
obligation to issue or purchase a fixed numbetdwn equity instruments in
exchange for a fixed amount of cash or anothemfirzd asset is an equity
instrument of the entity (except as stated in pa@y 22A). However, if such
a contract contains an obligation for the entitp&y cash or another financial
asset (other than a contract classified as equityaccordance with
paragraphs 16A and 16B or paragraphs 16C and i6B{s0 gives rise to a
liability for the present value of the redemptionmaunt (see
paragraph AG27(a)). An issuer of non-puttable radi shares assumes a
liability when it formally acts to make a distriban and becomes legally
obligated to the shareholders to do so. This n&yhle case following the
declaration of a dividend or when the entity isngeivound up and any assets
remaining after the satisfaction of liabilities bewe distributable to
shareholders.

A purchased call option or other similar cantracquired by an entity that
gives it the right to reacquire a fixed numbertsfawn equity instruments in
exchange for delivering a fixed amount of cash mother financial asset is
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not a financial asset of the entity (except assdtat paragraph 22A). Instead,
any consideration paid for such a contract is dedlfrom equity.

The class of instruments that is subordinate to albther classes
(paragraphs 16A(b) and 16C(b))

AG14A

AG14B

AG14C

AG14D

One of the features of paragraphs 16A and 16CGhat the financial
instrument is in the class of instruments that ubosdinate to all other
classes.

When determining whether an instrument ithsubordinate class, an entity
evaluates the instrument’s claim on liquidationfdswere to liquidate on the
date when it classifies the instrument. An entitigals reassess the
classification if there is a change in relevantwinstances. For example, if
the entity issues or redeems another financiakunstnt, this may affect
whether the instrument in question is in the clagdnstruments that is
subordinate to all other classes.

An instrument that has a preferential rightliquidation of the entity is not
an instrument with an entitlement to a pro rataehd the net assets of the
entity. For example, an instrument has a prefeakritiht on liquidation if it
entitles the holder to a fixed dividend on liquidat in addition to a share of
the entity’s net assets, when other instrumentlénsubordinate class with a
right to a pro rata share of the net assets okthigy do not have the same
right on liquidation.

If an entity has only one class of finandi@truments, that class shall be
treated as if it were subordinate to all othersdas

Total expected cash flows attributable to the insttment over the life of the
instrument (paragraph 16A(e))

AGIl4E

The total expected cash flows of the instminoser the life of the instrument
must be substantially based on the profit or losange in the recognised net
assets or fair value of the recognised and unrésedmet assets of the entity
over the life of the instrument. Profit or loss @hd change in the recognised
net assets shall be measured in accordance witbargl IFRSs.

Transactions entered into by an instrument holder ther than as owner of the
entity (paragraphs 16A and 16C)

AG1l4F

The holder of a puttable financial instrumenan instrument that imposes on
the entity an obligation to deliver to another paatpro rata share of the net
assets of the entity only on liquidation may erntgo transactions with the
entity in a role other than that of an owner. Earaple, an instrument holder
may also be an employee of the entity. Only thehcHisws and the
contractual terms and conditions of the instrumémit relate to the
instrument holder as an owner of the entity shall donsidered when
assessing whether the instrument should be cladsifis equity under
paragraph 16A or paragraph 16C.
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AG14G An example is a limited partnership that hasted and general partners.
Some general partners may provide a guaranteeet@nlity and may be
remunerated for providing that guarantee. In sutlatsons, the guarantee
and the associated cash flows relate to the ingtntifmolders in their role as
guarantors and not in their roles as owners ofethtity. Therefore, such a
guarantee and the associated cash flows would estltrin the general
partners being considered subordinate to the ldnp@rtners, and would be
disregarded when assessing whether the contratdéuals of the limited
partnership instruments and the general partnemsbkipuments are identical.

AG14H Another example is a profit or loss sharimgagement that allocates profit
or loss to the instrument holders on the basienfises rendered or business
generated during the current and previous yearsh Surangements are
transactions with instrument holders in their rakenon-owners and should
not be considered when assessing the featured listparagraph 16A or
paragraph 16C. However, profit or loss sharing ryeanents that allocate
profit or loss to instrument holders based on tbeninal amount of their
instruments relative to others in the class remtes@nsactions with the
instrument holders in their roles as owners andilshbe considered when
assessing the features listed in paragraph 16Amgpaph 16C.

AG14l The cash flows and contractual terms and itimm$ of a transaction between
the instrument holder (in the role as a non-owaed the issuing entity must
be similar to an equivalent transaction that migbtur between a non-
instrument holder and the issuing entity.

No other financial instrument or contract with total cash flows that substantially
fixes or restricts the residual return to the instument holder
(paragraphs 16B and 16D)

AG14J A condition for classifying as equity a fiméal instrument that otherwise
meets the criteria in paragraph 16A or paragrapb i$@hat the entity has no
other financial instrument or contract that has t@pl cash flows based
substantially on the profit or loss, the changéhim recognised net assets or
the change in the fair value of the recognised amm@cognised net assets of
the entity and (b) the effect of substantially riesihg or fixing the residual
return. The following instruments, when entered iah normal commercial
terms with unrelated parties, are unlikely to prgvenstruments that
otherwise meet the criteria in paragraph 16A olagaaph 16C from being
classified as equity:

(a) instruments with total cash flows substantibliysed on specific assets of
the entity.

(b) instruments with total cash flows based onragmage of revenue.

(c) contracts designed to reward individual empésyéor services rendered
to the entity.

(d) contracts requiring the payment of an insiguaifit percentage of profit
for services rendered or goods provided.
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Derivative Financial Instruments

AG15

AG16

AG17

Financial instruments include primary instrumise (such as receivables,
payables and equity instruments) and derivativarfoial instruments (such as
financial options, futures and forwards, intereater swaps and currency
swaps). Derivative financial instruments meet dledinition of a financial
instrument and, accordingly, are within the scopihis Standard.

Derivative financial instruments create rightsd obligations that have the
effect of transferring between the parties to tierument one or more of the
financial risks inherent in an underlying primaipancial instrument. On
inception, derivative financial instruments giveegrarty a contractual right to
exchange financial assets or financial liabilitiw#th another party under
conditions that are potentially favourable, or antcactual obligation to
exchange financial assets or financial liabilitiw#th another party under
conditions that are potentially unfavourable. Hwuere they generallydo not
result in a transfer of the underlying primary ficél instrument on inception
of the contract, nor does such a transfer necégsakie place on maturity of
the contract. Some instruments embody both a rgtit an obligation to
make an exchange. Because the terms of the exelamegdetermined on
inception of the derivative instrument, as pricedinancial markets change
those terms may become either favourable or unfabe.

A put or call option to exchange financial etssor financial liabilities
(ie financial instruments other than an entity’snogquity instruments) gives
the holder a right to obtain potential future eanimmbenefits associated with
changes in the fair value of the financial instrmenderlying the contract.
Conversely, the writer of an option assumes angabtin to forgo potential
future economic benefits or bear potential losséseaonomic benefits
associated with changes in the fair value of theledging financial
instrument. The contractual right of the holded abligation of the writer
meet the definition of a financial asset and arfoial liability, respectively.
The financial instrument underlying an option cantrmay be any financial
asset, including shares in other entities and eéstdoearing instruments. An
option may require the writer to issue a debt ins&nt, rather than transfer a
financial asset, but the instrument underlying tiption would constitute a
financial asset of the holder if the option werereised. The option-holder’s
right to exchange the financial asset under pabytfavourable conditions
and the writer’'s obligation to exchange the finah@sset under potentially
unfavourable conditions are distinct from the uhdeg financial asset to be
exchanged upon exercise of the option. The natitiee holder’s right and of
the writer’'s obligation are not affected by theelikood that the option will be
exercised.

" This is true of most, but not all derivatives, iagsome cross-currency interest rate swaps prihéipa
exchanged on inception (and re-exchanged on mgturit
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AG18

AG19

Another example of a derivative financial mishent is a forward contract to
be settled in six months’ time in which one pattye(purchaser) promises to
deliver CU1,000,000 cash in exchange for CU1,00@f@@e amount of fixed
rate government bonds, and the other party (thersgiromises to deliver
CU1,000,000 face amount of fixed rate governmentdsoin exchange for
CU1,000,000 cash. During the six months, bothigmtave a contractual
right and a contractual obligation to exchangerfaial instruments. If the
market price of the government bonds rises abovel,@0,000, the
conditions will be favourable to the purchaser anthvourable to the seller;
if the market price falls below CU1,000,000, théeef will be the opposite.
The purchaser has a contractual right (a finaresslet) similar to the right
under a call option held and a contractual oblarat{a financial liability)
similar to the obligation under a put option writt¢he seller has a contractual
right (a financial asset) similar to the right unde put option held and a
contractual obligation (a financial liability) sifar to the obligation under a
call option written. As with options, these cowctral rights and obligations
constitute financial assets and financial liakghtiseparate and distinct from
the underlying financial instruments (the bonds aadh to be exchanged).
Both parties to a forward contract have an oblayato perform at the agreed
time, whereas performance under an option contectrs only if and when
the holder of the option chooses to exercise it.

Many other types of derivative instruments ethpa right or obligation to

make a future exchange, including interest rate @amdency swaps, interest
rate caps, collars and floors, loan commitmentse mesuance facilities and
letters of credit. An interest rate swap contraely be viewed as a variation
of a forward contract in which the parties agreemake a series of future
exchanges of cash amounts, one amount calculatbdeference to a floating
interest rate and the other with reference to adfiinterest rate. Futures
contracts are another variation of forward consadiffering primarily in that

the contracts are standardised and traded on &aege.

Contracts to Buy or Sell Non-Financial Items (paragaphs 8-10)

AG20

Contracts to buy or sell non-financial itents bt meet the definition of a
financial instrument because the contractual rigldne party to receive a non-
financial asset or service and the corresponditigaiton of the other party do
not establish a present right or obligation of eitparty to receive, deliver or
exchange a financial asset. For example, contthatsprovide for settlement
only by the receipt or delivery of a non-finandieim (eg an option, futures or
forward contract on silver) are not financial instients. Many commaodity
contracts are of this type. Some are standardisefbrm and traded on
organised markets in much the same fashion as sereative financial
instruments. For example, a commodity futures reghtmay be bought and
sold readily for cash because it is listed for imgdon an exchange and may
change hands many times. However, the partiesigwand selling the contract
are, in effect, trading the underlying commaodityhe ability to buy or sell a
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commodity contract for cash, the ease with whicméy be bought or sold
and the possibility of negotiating a cash settlenoéithe obligation to receive
or deliver the commodity do not alter the fundamaéntharacter of the
contract in a way that creates a financial instmimeNevertheless, some
contracts to buy or sell non-financial items than de settled net or by
exchanging financial instruments, or in which tlea+iinancial item is readily
convertible to cash, are within the scope of than@ard as if they were
financial instruments (see paragraph 8).

A contract that involves the receipt or defvef physical assets does not give
rise to a financial asset of one party and a firddiability of the other party
unless any corresponding payment is deferred estdate on which the
physical assets are transferred. Such is the wikethe purchase or sale of
goods on trade credit.

Some contracts are commodity-linked, but dbineolve settlement through
the physical receipt or delivery of a commodity.hey specify settlement
through cash payments that are determined accotding formula in the
contract, rather than through payment of fixed am®u For example, the
principal amount of a bond may be calculated bylyapg the market price of
oil prevailing at the maturity of the bond to adik quantity of oil. The
principal is indexed by reference to a commoditicgarbut is settled only in
cash. Such a contract constitutes a financialungnt.

The definition of a financial instrument alsecompasses a contract that gives
rise to a non-financial asset or non-financialiligbin addition to a financial
asset or financial liability. Such financial ingtnents often give one party an
option to exchange a financial asset for a nonAfire asset. For example, an
oil-linked bond may give the holder the right tace®ve a stream of fixed
periodic interest payments and a fixed amount shaan maturity, with the
option to exchange the principal amount for a fixqdantity of oil. The
desirability of exercising this option will varydm time to time depending on
the fair value of oil relative to the exchangeaaif cash for oil (the exchange
price) inherent in the bond. The intentions of Hedholder concerning the
exercise of the option do not affect the substasfcthe component assets.
The financial asset of the holder and the finaniizdlility of the issuer make
the bond a financial instrument, regardless of dtteer types of assets and
liabilities also created.

[Deleted by IASB]

Presentation
Liabilities and Equity (paragraphs 15-27)

No Contractual Obligation to Deliver Cash or Anatlkénancial Asset
(paragraphs 17-20)

AG25

Preference shares may be issued with varightst In determining whether a
preference share is a financial liability or an iggunstrument, an issuer
assesses the particular rights attaching to thee sioadetermine whether it
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AG26

exhibits the fundamental characteristic of a finahlkability. For example, a
preference share that provides for redemption apexific date or at the
option of the holder contains a financial liabilihecause the issuer has an
obligation to transfer financial assets to the boldf the share. The potential
inability of an issuer to satisfy an obligation tedeem a preference share
when contractually required to do so, whether beeaaf a lack of funds, a
statutory restriction or insufficient profits orserves, does not negate the
obligation. An option of the issuer to redeem #imares for cash does not
satisfy the definition of a financial liability baase the issuer does not have a
present obligation to transfer financial assetth&shareholders. In this case,
redemption of the shares is solely at the disanaticthe issuer. An obligation
may arise, however, when the issuer of the shar@gises its option, usually
by formally notifying the shareholders of an infentto redeem the shares.

When preference shares are non-redeemabl@pfir@priate classification is
determined by the other rights that attach to the®fassification is based on
an assessment of the substance of the contracttEmigaments and the
definitions of a financial liability and an equitynstrument.  When
distributions to holders of the preference shamdwther cumulative or non-
cumulative, are at the discretion of the issuer tthares are equity
instruments. The classification of a preferencarstas an equity instrument
or a financial liability is not affected by, for @ample:

(&) a history of making distributions;
(b) an intention to make distributions in the fetur

(c) a possible negative impact on the price ofradi shares of the issuer if
distributions are not made (because of restrictampaying dividends on
the ordinary shares if dividends are not paid enpireference shares);

(d) the amount of the issuer’s reserves;
(e) anissuer’s expectation of a profit or lossdqreriod; or

(f) an ability or inability of the issuer to inflnee the amount of its profit or
loss for the period.

Settlement in the Entity’s Own Equity Instrumeptrdgraphs 21-24)
AG27 The following examples illustrate how to cifsglifferent types of contracts

on an entity’s own equity instruments:

(a) A contract that will be settled by the entiégeiving or delivering a fixed
number of its own shares for no future considematir exchanging a
fixed number of its own shares for a fixed amouhtash or another
financial asset, is an equity instrument (except stated in
paragraph 22A). Accordingly, any considerationereed or paid for
such a contract is added directly to or deductedcdy from equity.
One example is an issued share option that givesdhnterparty a right
to buy a fixed number of the entity’s shares fdixad amount of cash.
However, if the contract requires the entity toghase (redeem) its own
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shares for cash another financial asset at a fixegdeterminable date or
on demand, the entity also recognises a finanighllity for the present
value of the redemption amount (with the exceptiéinstruments that
have all the features and meet the conditions ingraphs 16A and 16B
or paragraphs 16C and 16D). One example is arnysntbligation
under a forward contract to repurchase a fixed ramol its own shares
for a fixed amount of cash.

(b) An entity’s obligation to purchase its own gwfor cash gives rise to a
financial liability for the present value of thedeemption amount even if
the number of shares that the entity is obligedefmurchase is not fixed
or if the obligation is conditional on the countary exercising a right to
redeem (except as stated in paragraphs 16A andfi@Bragraphs 16C
and 16D). One example of a conditional obligat®mn issued option
that requires the entity to repurchase its own eshdor cash if the
counterparty exercises the option.

(c) A contract that will be settled in cash or dmot financial asset is a
financial asset or financial liability even if tlaenount of cash or another
financial asset that will be received or deliveisdased on changes in
the market price of the entity’'s own equity (exceqs stated in
paragraphs 16A and 16B or paragraphs 16C and 16D example is a
net cash-settled share option.

(d) A contract that will be settled in a variablenmber of the entity’s own
shares whose value equals a fixed amount or an r@moased on
changes in an underlying variable (eg a commoditgep is a financial
asset or a financial liability. An example is atten option to buy gold
that, if exercised, is settled net in the entitglsn instruments by the
entity delivering as many of those instrumentsrasegual to the value of
the option contract. Such a contract is a findna&set or financial
liability even if the underlying variable is thetgy's own share price
rather than gold. Similarly, a contract that Wik settled in a fixed
number of the entity’s own shares, but the rigltisching to those shares
will be varied so that the settlement value eqaafixed amount or an
amount based on changes in an underlying variabéefinancial asset or
a financial liability.

Contingent Settlement Provisions (paragraph 25)

AG28 Paragraph 25 requires that if a part of aingaht settlement provision that
could require settlement in cash or another firdrasset (or in another way
that would result in the instrument being a finahdiability) is not genuine,
the settlement provision does not affect the diaatibn of a financial
instrument. Thus, a contract that requires setttgnin cash or a variable
number of the entity’s own shares only on the amnee of an event that is
extremely rare, highly abnormal and very unlikety dccur is an equity
instrument. Similarly, settlement in a fixed numbé&an entity’s own shares
may be contractually precluded in circumstancesat@outside the control of
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the entity, but if these circumstances have no igenpossibility of occurring,
classification as an equity instrument is apprdpria

Treatment in Consolidated Financial Statements

AG29

AG29A

In consolidated financial statements, an gnfitesents non-controlling
interests—ie the interests of other parties in é¢leity and income of its
subsidiaries—in accordance with NZ IAS 1 and NZ %S When classifying a
financial instrument (or a component of it) in colidated financial statements,
an entity considers all terms and conditions agteeitveen members of the
group and the holders of the instrument in deteinginvhether the group as a
whole has an obligation to deliver cash or anofimancial asset in respect of
the instrument or to settle it in a manner thatiltesin liability classification.
When a subsidiary in a group issues a financiakunsent and a parent or
other group entity agrees additional terms direetith the holders of the
instrument (eg a guarantee), the group may not hdigeretion over
distributions or redemption. Although the subgidianay appropriately
classify the instrument without regard to these itemthl terms in its
individual financial statements, the effect of athegreements between
members of the group and the holders of the ingniris considered in order
to ensure that consolidated financial statementiectethe contracts and
transactions entered into by the group as a wholethe extent that there is
such an obligation or settlement provision, theérimaent (or the component
of it that is subject to the obligation) is clagsif as a financial liability in
consolidated financial statements.

Some types of instruments that impose a ectual obligation on the entity
are classified as equity instruments in accordamitle paragraphs 16A and
16B or paragraphs 16C and 16D. Classification inoetance with those
paragraphs is an exception to the principles otlserapplied in this Standard
to the classification of an instrument. This exaaptis not extended to the
classification of non-controlling interests in theonsolidated financial

statements. Therefore, instruments classified asityeginstruments in

accordance with either paragraphs 16A and 16B magpaphs 16C and 16D
in the separate or individual financial statemethtat are non-controlling

interests are classified as liabilities in the adidsted financial statements of
the group.

Compound Financial Instruments (paragraphs 28-32)

AG30

AG31

Paragraph 28 applies only to issuers of naivaive compound financial
instruments. Paragraph 28 does not deal with comgbdinancial instruments
from the perspective of holders. NZIAS 39 deaishwhe separation of
embedded derivatives from the perspective of heldércompound financial
instruments that contain debt and equity features.

A common form of compound financial instrumént debt instrument with
an embedded conversion option, such as a bond dineeinto ordinary
shares of the issuer, and without any other emizbdtigivative features.
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Paragraph 28 requires the issuer of such a finkims&ument to present the
liability component and the equity component sefgdyan the statement of
financial position, as follows:

(&) The issuer's obligation to make scheduled paysnef interest and
principal is a financial liability that exists asnlg as the instrument is not
converted. On initial recognition, the fair valuf the liability
component is the present value of the contractudtgrmined stream of
future cash flows discounted at the rate of inteapgplied at that time by
the market to instruments of comparable creditustaand providing
substantially the same cash flows, on the samestebut without the
conversion option.

(b) The equity instrument is an embedded optiocotavert the liability into
equity of the issuer. The fair value of the optammprises its time value
and its intrinsic value, if any. This option hagdue on initial recognition
even when it is out of the money.

On conversion of a convertible instrument atumity, the entity derecognises
the liability component and recognises it as equityhe original equity

component remains as equity (although it may besfesred from one line

item within equity to another). There is no gainlass on conversion at
maturity.

When an entity extinguishes a convertiblerimsent before maturity through
an early redemption or repurchase in which theimaigconversion privileges
are the repurchase or redemption to the liakdlitgi equity components of the
instrument at the date of the transaction. Thehowktused in allocating the
consideration paid and transaction costs to thearagp components is
consistent with that used in the original allocatio the separate components
of the proceeds received by the entity when thevedible instrument was
issued, in accordance with paragraphs 28-32.

Once the allocation of the consideration isleyaany resulting gain or loss is
treated in accordance with accounting principlepliagble to the related
component, as follows:

(@) the amount of gain or loss relating to the iligb component is
recognised in profit or loss; and

(b) the amount of consideration relating to the iggwcomponent is
recognised in equity.
An entity may amend the terms of a convertiblgtrument to induce early
conversion, for example by offering a more favolgatonversion ratio or
paying other additional consideration in the evehtconversion before a
specified date. The difference, at the date thedeare amended, between the
fair value of the consideration the holder receiwss conversion of the
instrument under the revised terms and the fauwevalf the consideration the
holder would have received under the original teisn®cognised as a loss in
profit or loss.
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Treasury Shares (paragraphs 33 and 34)

AG36

An entity’'s own equity instruments are notagweised as a financial asset
regardless of the reason for which they are reaediuiParagraph 33 requires an
entity that reacquires its own equity instruments deduct those equity
instruments from equity. However, when an entigydh its own equity on
behalf of others, eg a financial institution holglits own equity on behalf of a
client, there is an agency relationship and assaltr¢hose holdings are not
included in the entity’s statement of financial itios.

Interest, Dividends, Losses and Gains (paragraph341)

AG37

The following example illustrates the applioat of paragraph 35 to a
compound financial instrument. Assume that a namdative preference
share is mandatorily redeemable for cash in fivargebut that dividends are
payable at the discretion of the entity before tb@emption date. Such an
instrument is a compound financial instrument, whk liability component
being the present value of the redemption amoufiie unwinding of the
discount on this component is recognised in prafifoss and classified as
interest expense. Any dividends paid relate to eljeity component and,
accordingly, are recognised as a distribution dffipror loss. A similar
treatment would apply if the redemption was not dadory but at the option of
the holder, or if the share was mandatorily coriblerinto a variable number of
ordinary shares calculated to equal a fixed amaunan amount based on
changes in an underlying variable (eg commoditidowever, if any unpaid
dividends are added to the redemption amount, tiigeeinstrument is a
liability. In such a case, any dividends are cfastias interest expense.

Offsetting a Financial Asset and a Financial Liabity (paragraphs 42-50)

AG38

AG39

To offset a financial asset and a financiability, an entity must have a
currently enforceable legal right to set off theagnised amounts. An entity
may have a conditional right to set off recogniaetbunts, such as in a master
netting agreement or in some forms of non-recoded®, but such rights are
enforceable only on the occurrence of some futuente usually a default of
the counterparty. Thus, such an arrangement dates@et the conditions for
offset.

The Standard does not provide special treatnfiem so-called ‘synthetic
instruments’, which are groups of separate findringruments acquired and
held to emulate the characteristics of anothemunsént. For example, a
floating rate long-term debt combined with an ietgrrate swap that involves
receiving floating payments and making fixed payteesynthesises a fixed
rate long-term debt. Each of the individual fin@hinstruments that together
constitute a ‘synthetic instrument’ represents atraetual right or obligation
with its own terms and conditions and each may raasferred or settled
separately. Each financial instrument is exposetisks that may differ from
the risks to which other financial instruments exposed. Accordingly, when
one financial instrument in a ‘synthetic instruniéstan asset and another is a
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liability, they are not offset and presented inestity’s statement of financial
position on a net basis unless they meet the iexiter offsetting in paragraph
42.

Disclosure

Financial Assets and Financial Liabilities at FairValue Through Profit or Loss

(paragraph 94(f))
AG40 [Deleted by IASB]
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