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New Zealand Equivalent to International Financial &&pg Standard 9Financial
Instruments (NZ IFRS 9) is set out in paragraphs 1.1-8.2.13 #&mpbendices A-C.
NZ IFRS 9 is based on International Financial RepgrStandard Financial Instruments
(IFRS 9) as published by the International AccountBtandards Board (IASB) in 2009.
All the paragraphs have equal authority. Paragraplm|d type state the main principles.
Terms defined in Appendix A are in italics the fitshe they appear in the NZ IFRS.
Definitions of other terms are given in the GlossalNZ IFRS 9 should be read in the
context of its objective and the IASB’s Basis fornClusions on IFRS 9 and the New
Zealand Equivalent to the IASBConceptual Framework for Financial Reporting
(NZ Frameworl. NZ IAS 8 Accounting Policies, Changes in Accounting Estimated
Errors provides a basis for selecting and applying actiogrpolicies in the absence of
explicit guidance.

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

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

Reasons for issuing the IFRS

IN1

IN2

IN3

IN4

INS

IAS 39 Financial Instruments: Recognition and Measuremeets out the
requirements for recognising and measuring findresaets, financial liabilities
and some contracts to buy or sell non-financiam#e The International
Accounting Standards Board (IASB) inherited IAS 39frits predecessor body,
the International Accounting Standards Committee.

Many users of financial statements and otheer@dted parties have told the
IASB that the requirements in IAS 39 are difficult tmderstand, apply and
interpret. They have urged the IASB to develop a mstandard for financial
reporting for financial instruments that is prineifpbased and less complex.
Although the IASB has amended IAS 39 several timesladfy requirements,
add guidance and eliminate internal inconsistencieshas not previously
undertaken a fundamental reconsideration of reppfor financial instruments.

Since 2005, the IASB and the US Financial AccounBtandards Board (FASB)
have had a long-term objective to improve and simfie reporting for financial
instruments. This work resulted in the publicatiém aiscussion papeReducing
Complexity in Reporting Financial Instrumeniis March 2008. Focusing on the
measurement of financial instruments and hedgeustitw, the paper identified
several possible approaches for improving and siyid) the accounting for
financial instruments. The responses to the papedicated support for a
significant change in the requirements for repgrtfinancial instruments. In
November 2008 the IASB added this project to itsvactagenda, and in
December 2008 the FASB also added the project tm#sada.

In April 2009, in response to the input receivad its work responding to the
financial crisis, and following the conclusions dfet G20 leaders and the
recommendations of international bodies such asFthancial Stability Board,
the IASB announced an accelerated timetable fonoapg IAS 39. As a result, in
July 2009 the IASB published an exposure dr&fhancial Instruments:
Classification and Measuremerfbllowed by IFRS 9Financial Instrumentsn
November 2009.

In developing IFRS 9 the IASB considered inplitained in response to its
discussion paper, the report from the Financiasi€dvisory Group published
in July 2009, the responses to the exposure dradt ather discussions with
interested parties, including three public roundbleaa held to discuss the
proposals in that exposure draft. The IASB staff alstained additional feedback
from users of financial statements and others tjlnoan extensive outreach
programme.
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The IASB’s approach to replacing IAS 39

ING

IN7

IN8

IN9

The IASB intends that IFRS 9 will ultimately rep& IAS 39 in its entirety.
However, in response to requests from interestedepdtiat the accounting for
financial instruments should be improved quickhe 1ASB divided its project to
replace IAS 39 into three main phases. As the IASBptetas each phase, as
well as its separate project on the derecognitiofinaincial instruments, it will
delete the relevant portions of IAS 39 and creatptdrs in IFRS 9 that replace
the requirements in IAS 39. The IASB aims to replek® 39 in its entirety by
the end of 2010.

The IASB included proposals for the classificatend measurement of financial
liabilities in the exposure draft that preceded $& In that exposure draft the
IASB also drew attention to the discussion pagaedit Risk in Liability
Measuremenpublished in June 2009. In their responses t@xpesure draft and
discussion paper, many expressed concern abougmsgry changes in an
entity's own credit risk in the remeasurement ofbilises. During its
redeliberations on the classification and measun¢rogfinancial liabilities, the
IASB decided not to finalise the requirements faraficial liabilities before
considering those issues further and analysingilplesapproaches to address the
concerns raised by respondents.

Accordingly, in November 2009 the IASB issued thamters of IFRS 9 relating

to the classification and measurement of finanagdets. The IASB addressed
those matters first because they form the foundatioa standard on reporting
financial instruments. Moreover, many of the conseexpressed during the
financial crisis arose from the classification andasurement requirements for
financial assets in IAS 39.

The IASB sees this first instalment on classifmaand measurement of financial
assets as a stepping stone to future improvementisei financial reporting of
financial instruments and is committed to complgtits work on classification
and measurement of financial instruments expedityou

Next steps

IN10

IFRS 9 is the first part of Phase 1 of the IASPBroject to replace IAS 39. The
main phases are:

(@) Phase 1: Classification and measurement. Thesexe draft~inancial
Instruments: Classification and Measuremepublished in July 2009,
contained proposals for both assets and liabiliighin the scope of
IAS 39. The IASB is committed to completing its work dinancial
liabilities expeditiously and will include requirems for financial
liabilities in IFRS 9 in due course.

(b) Phase 2: Impairment methodology. On 25 June 2089ASB published
a Request for Information on the feasibility of @éxpected loss model for
the impairment of financial assets. This formed ltlasis of an exposure
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draft, Financial Instruments: Amortised Cost and Impairmentblished
in November 2009 with a comment deadline of 30 JW2The IASB

is also setting up an expert advisory panel toeskithe operational issues
arising from an expected cash flow approach.

(c) Phase 3: Hedge accounting. The IASB has stadecbmsider how to
improve and simplify the hedge accounting requineimef IAS 39 and
expects to publish proposals shortly.

IN11 In addition to those three phases, the IASB ighbt in March 2009 an exposure
draft Derecognition (proposed amendments to IAS 39 and IFR&imancial
Instruments: Disclosur@sRedeliberations are under way and the IASB expects
to complete this project in the second half of 2010

IN12 As stated above, the IASB aims to have replad&d39 in its entirety by the end
of 2010.

IN13 The IASB and the FASB are committed to achigvby the end of 2010 a
comprehensive and improved solution that providesmparability
internationally in the accounting for financial ingments. However, those
efforts have been complicated by the differing ecbjtimetables established to
respond to the respective stakeholder groups. ®@Bland FASB have
developed strategies and plans to achieve a compsele and improved
solution that provides comparability internatiogal\s part of those plans, they
reached agreement at their joint meeting in Octdd@99 on a set of core
principles designed to achieve comparability amahgparency in reporting,
consistency in accounting for credit impairmentsgd aeduced complexity of
financial instrument accounting.

Main features of the NZ IFRS

IN14 New Zealand Equivalent to International FinancRkporting Standard 9
(NZ IFRS 9) is based on IFRS 9.

IN15 Chapters 4 and 5 of NZ IFRS 9 specify how artgstiould classify and measure
financial assets, including some hybrid contrattey require all financial assets
to be:

(a) classified on the basis of the entity's bussnesdel for managing the
financial assets and the contractual cash flow cieniatics of the
financial asset.

(b) initially measured at fair value plus, in these of a financial asset not at
fair value through profit or loss, particular tranton costs.

(c) subsequently measured at amortised cost ovdhie.

IN16 These requirements improve and simplify therapgh for classification and
measurement of financial assets compared with thairements of NZ IAS 39.
They apply a consistent approach to classifyingrfoial assets and replace the
numerous categories of financial assets in NZ 1ASe3@h of which had its own
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classification criteria. They also result in onepairment method, replacing the
numerous impairment methods in NZ IAS 39 that arigenfthe different
classification categories.

Compliance with IFRS 9

Profit-oriented entities, other than qualifyiegtities applying any differential
reporting concessions, that comply with NZ IFRS 9l wimultaneously be in

compliance with IFRS 9. Public benefit entitiesngsany “NZ” paragraphs in

the Standard that specifically apply to public H#nesntities may not

simultaneously be in compliance with IFRS 9. Whethgublic benefit entity

will be in compliance with IFRS 9 will depend on whetlttee “NZ” paragraphs

provide additional guidance for public benefit &ati or contain requirements
that are inconsistent with the corresponding IASBh&sad and will be applied
by the public benefit entity.
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New Zealand Equivalent to International
Financial Reporting Standard 9  Financial
Instruments (NZ IFRS 9)

Chapter 1 Objective
1.1 The objective of this NZ IFRS is to establismgiples for the financial reporting
of financial assetghat will present relevant and useful informationusers of

financial statements for their assessment of theuas, timing and uncertainty
of the entity’s future cash flows.

Chapter 2 Scope

2.1 An entity shall apply this NZ IFRS to all asseithin the scope of NZ IAS 39
Financial Instruments: Recognition and Measurement

Chapter 3 Recognition and derecognition

3.1 Initial recognition of financial assets

3.1.1 An entity shall recognise a financial asset iits statement of financial
position when, and only when, the entity becomes ps to the contractual
provisions of the instrument (see paragraphs AG34 ah AG35 of
NZ IAS 39). When an entity first recognises a finanal asset, it shall classify
it in accordance with paragraphs 4.1-4.5 and measaerit in accordance with
paragraph 5.1.1.

3.1.2 Aregular way purchase or salef a financial asset shall be recognised and
derecognised in accordance with paragraphs 38 an@A&556 of NZ IAS 39.

Chapter 4 Classification

4.1 Unless paragraph 4.5 applies, an entity shall adsify financial assets as
subsequently measured at eitheamortised cost or fair value on the basis of
both:

(@) the entity’s business model for managing therfancial assets; and

(b)  the contractual cash flow characteristics of théinancial asset.

© Copyright 10



4.2

4.3

4.4

4.5

4.6

4.7

4.8

NZ IFRS 9

A financial asset shall be measured at amortisemst if both of the following
conditions are met:

(a) the asset is held within a business model whosejective is to hold
assets in order to collect contractual cash flows.

(b)  the contractual terms of the financial asset ge rise on specified dates
to cash flows that are solely payments of principadnd interest on the
principal amount outstanding.

Paragraphs B4.1-B4.26 provide guidance on how to alypthese conditions.

For the purpose of this NZ IFRS, interest is casideration for the time value
of money and for the credit risk associated with tB principal amount
outstanding during a particular period of time.

A financial asset shall be measured at fair vaduunless it is measured at
amortised cost in accordance with paragraph 4.2.

Option to designate a financial asset at fair value
through profit or loss

Notwithstanding paragraphs 4.1-4.4, an entity ay, at initial recognition,
designate a financial asset as measured at fair val through profit or loss if
doing so eliminates or significantly reduces a meagement or recognition
inconsistency (sometimes referred to as an ‘accoumy mismatch’) that would
otherwise arise from measuring assets or liabilite or recognising the gains and
losses on them on different bases. (See paragraghS4D-AG4G of NZ IAS 39.)

Embedded derivatives

An embeddederivativeis a component of a hybrid contract that alsoudek a
non-derivative host—with the effect that some of ¢hsh flows of the combined
instrument vary in a way similar to a stand-aloneivé¢ive. An embedded
derivative causes some or all of the cash flows akfagrwise would be required
by the contract to be modified according to a dpEtiinterest rate, financial
instrument price, commodity price, foreign exchamgee, index of prices or
rates, credit rating or credit index, or other &hle, provided in the case of a non-
financial variable that the variable is not specitd a party to the contract. A
derivative that is attached to financial instrumentbut is contractually
transferable independently of that instrument, @ b different counterparty, is
not an embedded derivative, but a separate finkinstument.

If a hybrid contract contains a host that is wthin the scope of this NZ IFRS,
an entity shall apply the requirements in paragrapls 4.1-4.5 to the entire
hybrid contract.

If a hybrid contract contains a host that is no within the scope of this
NZ IFRS, an entity shall apply the requirements in mgragraphs 11-13 and
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AG27-AG33B of NZ IAS 39 to determine whether it must gearate the
embedded derivative from the host. If the embeddedierivative must be
separated from the host, the entity shall:

(a) classify the derivative in accordance with eitbr paragraphs 4.1-4.4
for derivative assets or paragraph 9 of NZ IAS 39 forall other
derivatives; and

(b) account for the host in accordance with other NAFRSSs.

Reclassification

4.9 When, and only when, an entity changes its busss model for managing
financial assets it shall reclassify all affectedirfancial assets in accordance
with paragraphs 4.1-4.4.

Chapter 5 Measurement

5.1 Initial measurement of financial assets

5.1.1 At initial recognition, an entity shall measue a financial asset at its fair
value (see paragraphs 48, 48A and AG69-AG82 of NZ IA®Bplus, in the
case of a financial asset not at fair value througlprofit or loss, transaction
costs that are directly attributable to the acquidiion of the financial asset.

5.2 Subsequent measurement of financial assets

5.2.1 After initial recognition, an entity shall meaure a financial asset in
accordance with paragraphs 4.1-4.5 at fair value €& paragraphs 48, 48A
and AG69-AGB82 of NZ IAS 39) or amortised cost.

5.2.2 An entity shall apply the impairment requirements in paragraphs 58-65 and
AG84-AG93 of NZ IAS 39 to financial assets measured amortised cost.

5.2.3 An entity shall apply the hedge accounting qairements in paragraphs 89-102
of NZ IAS 39 to a financial asset that is designateds ahedged item (see
paragraphs 78-84 and AG98-AG101 of NZ IAS 39).

5.3 Reclassification

5.3.1 If an entity reclassifies financial assets iaccordance with paragraph 4.9, it
shall apply the reclassification prospectively fromthe reclassification date.
The entity shall not restate any previously recogsied gains, losses or
interest.

© Copyright 12



5.3.2

5.3.3

NZ IFRS 9

If, in accordance with paragraph 4.9, an ertij reclassifies a financial asset so
that it is measured at fair value, its fair value $ determined at the

reclassification date. Any gain or loss arising froma difference between the
previous carrying amount and fair value is recognied in profit or loss.

If, in accordance with paragraph 4.9, an ertij reclassifies a financial asset so
that it is measured at amortised cost, its fair vale at the reclassification date
becomes its new carrying amount.

5.4 Gains and losses

541

5.4.2

5.4.3

544

545

A gain or loss on a financial asset that is mgured at fair value and is not
part of a hedging relationship (see paragraphs 8962 of NZ IAS 39) shall be
recognised in profit or loss unless the financial sset is an investment in an
equity instrument and the entity has elected to present gains andskes on
that investment in other comprehensive income in @&ordance with

paragraph 5.4.4.

A gain or loss on a financial asset that is msured at amortised cost and is
not part of a hedging relationship (see paragraph89-102 of NZ IAS 39)

shall be recognised in profit or loss when the finacial asset is derecognised,
impaired or reclassified in accordance with paragrph 5.3.2, and through the

amortisation process.

A gain or loss on financial assets that are

(a) hedged items (see paragraphs 78-84 and AG98—-AGIdfINZ IAS 39)
shall be recognised in accordance with paragraph€98102 of
NZ IAS 39.

(b) accounted for using settlement date accountinghall be recognised in
accordance with paragraph 57 of NZ IAS 39.

Investments in equity instruments

At initial recognition, an entity may make anirrevocable election to present
in other comprehensive income subsequent changes time fair value of an
investment in an equity instrument within the scopeof this NZ IFRS that is
not held for trading.

If an entity makes the election in paragraph4, it shall recognise in profit or
loss dividends from that investment when the ergtitight to receive payment of
the dividend is established in accordance with NZ 18&Revenue

Chapter 6 Hedge accounting — not used
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Chapter 7 Disclosures — not used
Chapter 8 Effective date and transition

8.1 Effective date

8.1.1 An entity shall apply this NZ IFRS for annuaripds beginning on or after
1 January 2013. Earlier application is permittécnl entity applies this NZ IFRS
in its financial statements for a period beginnbefore 1 January 2013, it shall
disclose that fact and at the same time apply tienaiments in Appendix C.

8.2 Transition

8.2.1 An entity shall apply this NZ IFRS retrospeelyy in accordance with NZ IAS 8
Accounting Policies, Changes in Accounting Estimated Errors except as
specified in paragraphs 8.2.4-8.2.13. This NZ IFR&IlIsnot be applied to
financial assets that have already been derecabrasethe date of initial
application.

8.2.2 For the purposes of the transition provisionsaragraphs 8.2.1 and8.2.3-8.2.13,
the date of initial application is the date when amtity first applies the
requirements of this NZ IFRS. The date of initighkgation may be:

(a) any date between the issue of this NZ IFRS anB&¥ember 2010, for
entities initially applying this NZ IFRS before 1niery 2011; or

(b) the beginning of the first reporting periodvitich the entity adopts this
NZ IFRS, for entities initially applying this NZ IFR®n or after
1 January 2011.

8.2.3 If the date of initial application is nottae beginning of a reporting period, the
entity shall disclose that fact and the reasons using that date of initial
application.

8.2.4 At the date of initial application, an entiliyall assess whether a financial asset
meets the condition in paragraph 4.2(a) on the sbadi the facts and
circumstances that exist at the date of initial ligppon. The resulting
classification shall be applied retrospectivelgspective of the entity’s business
model in prior reporting periods.

8.25 If an entity measures a hybrid contract at falue in accordance with
paragraph 4.4 or paragraph 4.5 but the fair vafuda® hybrid contract had not
been determined in comparative reporting periolds, fair value of the hybrid
contract in the comparative reporting periods shalthe sum of the fair values of
the components (ie the non-derivative host andethbedded derivative) at the
end of each comparative reporting period.
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8.2.6

8.2.7

8.2.8

8.2.9

8.2.10

NZ IFRS 9

At the date of initial application, an entityall recognise any difference between
the fair value of the entire hybrid contract at ttae of initial application and the
sum of the fair values of the components of theridybontract at the date of
initial application:

(@) in the opening retained earnings of the repgrtperiod of initial
application if the entity initially applies this NERS at the beginning of a
reporting period; or

(b) in profit or loss if the entity initially apm@s this NZ IFRS during a
reporting period.

At the date of initial application, an entitiay designate:

(a) a financial asset as measured at fair valueutiir profit or loss in
accordance with paragraph 4.5; or

(b) an investment in an equity instrument as at failue through other
comprehensive income in accordance with paragraph.5.

Such designation shall be made on the basis ofattte and circumstances that
exist at the date of initial application. That dlifisation shall be applied
retrospectively.

At the date of initial application, an entity:

(@) shall revoke its previous designation of aritial asset as measured at
fair value through profit or loss if that financiakset does not meet the
condition in paragraph 4.5.

(b) may revoke its previous designation of a finahesset as measured at
fair value through profit or loss if that financiasset meets the condition
in paragraph 4.5.

Such revocation shall be made on the basis of ahts fand circumstances that
exist at the date of initial application. That dlifisation shall be applied
retrospectively.

At the date of initial application, an enti#pall apply paragraph 103M of
NZ IAS 39 to determine when it:

(@) may designate financial liability as measured at fair value through profit
or loss; and

(b) shall or may revoke its previous designationaofinancial liability as
measured at fair value through profit or loss.

Such revocation shall be made on the basis of ahts fand circumstances that
exist at the date of initial application. That dlifisation shall be applied
retrospectively.

If it is impracticable (as defined in NZ IAS 8r an entity to apply
retrospectively theeffective interest methodr the impairment requirements in
paragraphs 58-65 and AG84-AG93 of NZ IAS 39, the entifl $reat the fair
value of the financial asset at the end of eachpewative period as its amortised
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cost. In those circumstances, the fair value offthancial asset at the date of
initial application shall be treated as the new dised cost of that financial asset
at the date of initial application of this NZ IFRS.

8.2.11 If an entity previously accounted for anestwnent in an unquoted equity
instrument (or a derivative that is linked to andsinbe settled by delivery of
such an unquoted equity instrument) at cost in r@eswe with NZ IAS 39, it
shall measure that instrument at fair value atdéie of initial application. Any
difference between the previous carrying amount #id value shall be
recognised in the opening retained earnings ofeperting period that includes
the date of initial application.

8.2.12  Notwithstanding the requirement in paragraghl8 an entity that adopts this
NZ IFRS for reporting periods beginning before lukag 2012 need not restate
prior periods. If an entity does not restate pperiods, the entity shall recognise
any difference between the previous carrying amandtthe carrying amount at
the beginning of the annual reporting period thatludes the date of initial
application in the opening retained earnings (drebtcomponent of equity, as
appropriate) of the reporting period that inclutfesdate of initial application.

8.2.13 If an entity prepares interim financial rgpoin accordance with NZ IAS 34
Interim Financial Reportinghe entity need not apply the requirements in this
NZ IFRS to interim periods prior to the date of i@mitapplication if it is
impracticable (as defined in NZ IAS 8).

© Copyright 16



NZ IFRS 9

Appendix A
Defined terms

This appendix is an integral part of the NZ IFRS.

reclassification The first day of the first reporting period follovgrthe change in business
date model that results in an entity reclassifying fioiahassets.

The following terms are defined in paragraph 11 of IN& 32 Financial Instruments:
Presentatioror paragraph 9 of NZ IAS 39 and are used in this NZ9Rvith the meanings
specified in NZ IAS 32 or NZ IAS 39:

(a) amortised cost of a financial asset or findraility
(b) derivative

(c) effective interest method

(d) equity instrument

(e) fair value

® financial asset

(9) financial instrument

(h) financial liability

0] hedged item

0] hedging instrument

(k) held for trading

0] regular way purchase or sale
(m) transaction costs.
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Appendix B
Application guidance

This appendix is an integral part of the NZ IFRS.

Classification

The entity’s business model for managing
financial assets

B4.1 Paragraph 4.1(a) requires an entity to chadsifancial assets as subsequently
measured at amortised cost or fair value on thésafsthe entity’s business
model for managing the financial assets. An entiiseases whether its financial
assets meet this condition on the basis of thectibgeof the business model as
determined by the entity’'s key management persofasetiefined in NZ IAS 24
Related Party Disclosurgs

B4.2 The entity’s business model does not depenchamagement’s intentions for an
individual instrument. Accordingly, this conditiors inot an instrument-by-
instrument approach to classification and shouldiétermined on a higher level
of aggregation. However, a single entity may haveentban one business model
for managing its financial instruments. Therefoctassification need not be
determined at the reporting entity level. For exlEn@n entity may hold a
portfolio of investments that it manages in oraecollect contractual cash flows
and another portfolio of investments that it marsageorder to trade to realise
fair value changes.

B4.3 Although the objective of an entity’'s businessdel may be to hold financial
assets in order to collect contractual cash flows, entity need not hold all of
those instruments until maturity. Thus an entityissiness model can be to hold
financial assets to collect contractual cash flowsnewhen sales of financial
assets occur. For example, the entity may sefianfiial asset if:

(@) the financial asset no longer meets the entityvestment policy (eg the
credit rating of the asset declines below that ireguby the entity’s
investment policy);

(b) an insurer adjusts its investment portfoliaréflect a change in expected
duration (ie the expected timing of payouts); or

(c) an entity needs to fund capital expenditures.

However, if more than an infrequent number of satesreade out of a portfolio,
the entity needs to assess whether and how such a@esonsistent with an
objective of collecting contractual cash flows.
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The following are examples of whe

NZ IFRS 9

n the objectifan entity’s business model

may be to hold financial assets to collect the @mttial cash flows. This list of

examples is not exhaustive.

Example

Analysis

Example 1

An entity holds investments to colle wpther information, the financial assets’
their contractual cash flows but wouéfir values from a liquidity perspective

sell an investment in particular
circumstances.

Although an entity may consider, amorng

(ie the cash amount that would be realised
if the entity needs to sell assets), the

entity’s objective is to hold the financia
assets and collect the contractual cash
flows. Some sales would not contradict
that objective.

Example 2
An entity’s business model is to

purchase portfolios of financial assateollect the contractual cash flows. The

such as loans. Those portfolios may

may not include financial assets withmake a profit by selling them.

incurred credit losses. If payment or
the loans is not made on a timely
basis, the entity attempts to extract
contractual cash flows through varig
means—for example, by making
contact with the debtor by mail,
telephone or other methods.

In some cases, the entity enters intg
interest rate swaps to change the
interest rate on particular financial
assets in a portfolio from a floating
interest rate to a fixed interest rate.

The objective of the entity’s business
model is to hold the financial assets and

1=

%'ptity does not purchase the portfolio t

The same analysis would apply even if
the entity does not expect to receive al| of
llee contractual cash flows (eg some of|the
dimancial assets have incurred credit
losses).

Moreover, the fact that the entity has
entered into derivatives to modify the
cash flows of the portfolio does not in
itself change the entity’s business modgel.
If the portfolio is not managed on a fair
value basis, the objective of the busingss
model could be to hold the assets to
collect the contractual cash flows.

Example 3

An entity has a business model with
the objective of originating loans to
customers and subsequently to sell
those loans to a securitisation vehic
The securitisation vehicle issues
instruments to investors.

The originating entity controls the
securitisation vehicle and thus
consolidates it.

The consolidated group originated the
loans with the objective of holding them
to collect the contractual cash flows.

However, the originating entity has an
@bjective of realising cash flows on the
loan portfolio by selling the loans to the
securitisation vehicle, so for the purposes
of its separate financial statements it
would not be considered to be managing
this portfolio in order to collect the
contractual cash flows.

continued..
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B4.5

B4.6

B4.7

B4.8

B4.9

Example Analysis

The securitisation vehicle collects the
contractual cash flows from the loans
and passes them on to its investors

It is assumed for the purposes of this
example that the loans continue to be
recognised in the consolidated
statement of financial position becalise
they are not derecognised by the
securitisation vehicle.

One business model in which the objective istadiold instruments to collect
the contractual cash flows is if an entity managespgerformance of a portfolio
of financial assets with the objective of realisiagh flows through the sale of
the assets. For example, if an entity actively rgasa portfolio of assets in order
to realise fair value changes arising from chanigesredit spreads and yield
curves, its business model is not to hold thosetas® collect the contractual
cash flows. The entity’'s objective results in actlweying and selling and the
entity is managing the instruments to realise falue gains rather than to collect
the contractual cash flows.

A portfolio of financial assets that is managaod whose performance is
evaluated on a fair value basis (as described riagoaph 9(b)(ii) of NZ IAS 39)

is not held to collect contractual cash flows. Alaqyortfolio of financial assets
that meets the definition of held for trading ig held to collect contractual cash
flows. Such portfolios of instruments must be meaduat fair value through

profit or loss.

Contractual cash flows that are solely payments
of principal and interest on the principal amount
outstanding

Paragraph 4.1 requires an entity (unless paphg4.5 applies) to classify a
financial asset as subsequently measured at aswrtisst or fair value on the
basis of the contractual cash flow characteristfdh® financial asset that is in a
group of financial assets managed for the colleabibthe contractual cash flows.

An entity shall assess whether contractual dlsts are solely payments of
principal and interest on the principal amount tanding for the currency in
which the financial asset is denominated (see asagoaph B5.13).

Leverage is a contractual cash flow charatierisf some financial assets.
Leverage increases the variability of the contralctash flows with the result
that they do not have the economic characterisfi@sterest. Stand-alone option,
forward and swap contracts are examples of finamasisets that include leverage.
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Thus such contracts do not meet the condition magraph 4.2(b) and cannot be
subsequently measured at amortised cost.

Contractual provisions that permit the iss(ierthe debtor) to prepay a debt
instrument (eg a loan or a bond) or permit the éo(é@ the creditor) to put a debt
instrument back to the issuer before maturity tesutontractual cash flows that
are solely payments of principal and interest anghincipal amount outstanding
only if:

(a) the provision is not contingent on future egeother than to protect:

0] the holder against the credit deterioratiorihef issuer (eg defaults,
credit downgrades or loan covenant violations), athange in
control of the issuer; or

(i)  the holder or issuer against changes in relevaxation or law;
and

(b) the prepayment amount substantially represemtpaid amounts of
principal and interest on the principal amount @rnding, which may
include reasonable additional compensation forehdy termination of
the contract.

Contractual provisions that permit the issoreholder to extend the contractual
term of a debt instrument (ie an extension optiesylt in contractual cash flows
that are solely payments of principal and interest the principal amount

outstanding only if;

(a) the provision is not contingent on future egeother than to protect:

0] the holder against the credit deteriorationihaf issuer (eg defaults,
credit downgrades or loan covenant violations) ochange in
control of the issuer; or

(i) the holder or issuer against changes in relevaxation or law;
and

(b) the terms of the extension option result intcactual cash flows during
the extension period that are solely payments ioicfral and interest on
the principal amount outstanding.

A contractual term that changes the timingraount of payments of principal or
interest does not result in contractual cash float tre solely principal and
interest on the principal amount outstanding uniess

€) is a variable interest rate that is considenator the time value of money
and the credit risk (which may be determined aiahitecognition only,
and so may be fixed) associated with the principabwant outstanding;
and

(b) if the contractual term is a prepayment optiorgets the conditions in
paragraph B4.10; or

(c) if the contractual term is an extension optiamgets the conditions in
paragraph B4.11.
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B4.13

The following examples illustrate contractoash flows that are solely payments
of principal and interest on the principal amounttstanding. This list of

examples is not exhaustive.

Instrument

Analysis

Instrument A

Instrument A is a bond with a
stated maturity date. Paymen
of principal and interest on the
principal amount outstanding
are linked to an inflation index
of the currency in which the
instrument is issued. The
inflation link is not leveraged
and the principal is protected.

The contractual cash flows are solely payme
of principal and interest on the principal amo
outstanding. Linking payments of principal an
vinterest on the principal amount outstanding

an unleveraged inflation index resets the time

value of money to a current level. In other
words, the interest rate on the instrument refl
‘real’ interest. Thus, the interest amounts are
consideration for the time value of money on
principal amount outstanding.

However, if the interest payments were index
to another variable such as the debtor’s
performance (eg the debtor’s net income) or
equity index, the contractual cash flows are n
payments of principal and interest on the
principal amount outstanding. That is becaus
the interest payments are not consideration f
the time value of money and for credit risk
associated with the principal amount
outstanding. There is variability in the
contractual interest payments that is inconsis
with market interest rates.

nts
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Instrument B

Instrument B is a variable
interest rate instrument with a
stated maturity date that pern
the borrower to choose the
market interest rate on an
ongoing basis. For example, 3
each interest rate reset date,
borrower can choose to pay
three-month LIBOR for a threg
month term or one-month
LIBOR for a one-month term.

The contractual cash flows are solely payme
of principal and interest on the principal amo
outstanding as long as the interest paid over
iiée of the instrument reflects consideration fo
the time value of money and for the credit ris
associated with the instrument. The fact that
L IBOR interest rate is reset during the life of
frestrument does not in itself disqualify the
instrument.

However, if the borrower is able to choose to
pay one-month LIBOR for three months and
that one-month LIBOR is not reset each mon
the contractual cash flows are not payments
principal and interest.

The same analysis would apply if the borrow:
is able to choose between the lender’s publis
one-month variable interest rate and the lend
published three-month variable interest rate.
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continued..
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Instrument

Analysis

However, if the instrument has a contractual
interest rate that is based on a term that exce
the instrument’s remaining life, its contractua
cash flows are not payments of principal and
interest on the principal amount outstanding.
example, a constant maturity bond with a five
year term that pays a variable rate that is res
periodically but always reflects a five-year
maturity does not result in contractual cash
flows that are payments of principal and inte
on the principal amount outstanding. That is
because the interest payable in each period i
disconnected from the term of the instrument
(except at origination).

Instrument C

Instrument C is a bond with a
stated maturity date and pays
variable market interest rate.
That variable interest rate is
capped.

The contractual cash flows of both:
(@) aninstrument that has a fixed interest 1
a and
(b) an instrument that has a variable intere
rate
are payments of principal and interest on the
principal amount outstanding as long as the
interest reflects consideration for the time val
of money and for the credit risk associated w
the instrument during the term of the instrum
Therefore, an instrument that is a combinatig
of (a) and (b) (eg a bond with an interest rate
cap) can have cash flows that are solely
payments of principal and interest on the
principal amount outstanding. Such a feature|
may reduce cash flow variability by setting a
limit on a variable interest rate (eg an interes
rate cap or floor) or increase the cash flow
variability because a fixed rate becomes
variable.

Instrument D
Instrument D is a full recourse
loan and is secured by
collateral.

The fact that a full recourse loan is collaterali
does not in itself affect the analysis of whethg
the contractual cash flows are solely paymen
of principal and interest on the principal amo
outstanding.

23 © Copyright
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B4.14

The following examples illustrate contractcash flows that are not payments of

principal and interest on the principal amount tanding. This list of examples

is not exhaustive.

Instrument

Analysis

Instrument E

Instrument E is a bond that is
convertible into equity instrumen
of the issuer.

The holder would analyse the convertible
bond in its entirety. The contractual cash
flows are not payments of principal and
interest on the principal amount outstandi
because the interest rate does not reflect
consideration for the time value of money

to the value of the equity of the issuer.

and the credit risk. The return is also linke|

ng
only

d

Instrument F

Instrument F is a loan that pays
inverse floating interest rate (ie t
interest rate has an inverse
relationship to market interest
rates).

)

The contractual cash flows are not solely
Rayments of principal and interest on the
grincipal amount outstanding.

The interest amounts are not consideratio

for the time value of money on the princip
amount outstanding.

© Copyright
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Instrument

Analysis

Instrument G

Instrument G is a perpetual

the instrument at any point and p
the holder the par amount plus
accrued interest due.

Instrument G pays a market
interest rate but payment of inter
cannot be made unless the issug
able to remain solvent immediats
afterwards.

Deferred interest does not accrug
additional interest.

instrument but the issuer may cal &

The contractual cash flows are not payme
of principal and interest on the principal
mount outstanding. That is because the
J3suer may be required to defer interest
ayments and additional interest does not
accrue on those deferred interest amount
As a result, interest amounts are not
consideration for the time value of money
Bgie principal amount.
;g'nterest accrued on the deferred amoun
e contractual cash flows could be paymg
of principal and interest on the principal
camount outstanding.

The fact that Instrument G is perpetual do
not in itself mean that the contractual cash
flows are not payments of principal and
interest on the principal amount outstandi
In effect, a perpetual instrument has
continuous (multiple) extension options.
Such options may result in contractual cas
flows that are payments of principal and
interest on the principal amount outstandi
if interest payments are mandatory and m
be paid in perpetuity.

Also, the fact that Instrument G is callable
does not mean that the contractual cash f
are not payments of principal and interest
the principal amount outstanding unless it
callable at an amount that does not
substantially reflect payment of outstandin
principal and interest on that principal. Evs
if the callable amount includes an amount
that compensates the holder for the early
termination of the instrument, the contract]
cash flows could be payments of principal
and interest on the principal amount
outstanding.

nts
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B4.15

In some cases a financial asset may haveaobnél cash flows that are described

as principal and interest but those cash flows dorepresent the payment of
principal and interest on the principal amount tarntding as described in
paragraphs 4.2(b) and 4.3 of this NZ IFRS.
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B4.16  This may be the case if the financial assptesents an investment in particular
assets or cash flows and hence the contractuaffloaghare not solely payments
of principal and interest on the principal amountstanding. For example, the
contractual cash flows may include payment for fesctwther than consideration
for the time value of money and for the credit rassociated with the principal
amount outstanding during a particular period wieti As a result, the instrument
would not satisfy the condition in paragraph 4.2{his could be the case when a
creditor’s claim is limited to specified assetsloé debtor or the cash flows from
specified assets (for example, a ‘non-recoursarfamal asset).

B4.17  However, the fact that a financial asset is-memourse does not in itself
necessarily preclude the financial asset from mgetthe condition in
paragraph 4.2(b). In such situations, the credigorequired to assess (‘look
through to’) the particular underlying assets ashcllows to determine whether
the contractual cash flows of the financial assétdelassified are payments of
principal and interest on the principal amount tartding. If the terms of the
financial asset give rise to any other cash flowdimit the cash flows in a
manner inconsistent with payments representing jpahcand interest, the
financial asset does not meet the condition in graggh 4.2(b). Whether the
underlying assets are financial assets or non-fiahrassets does not in itself
affect this assessment.

B4.18 If a contractual cash flow characteristic & genuine, it does not affect the
classification of a financial asset. A cash flow releteristic is not genuine if it
affects the instrument’s contractual cash flows amythe occurrence of an event
that is extremely rare, highly abnormal and verljkety to occur.

B4.19 In almost every lending transaction the d¢ogtdi instrument is ranked relative to
the instruments of the debtor’s other creditors.ifstrument that is subordinated
to other instruments may have contractual cash fltived are payments of
principal and interest on the principal amount tanding if the debtor's non-
payment is a breach of contract and the holderahesntractual right to unpaid
amounts of principal and interest on the princgrabunt outstanding even in the
event of the debtor's bankruptcy. For example,aadrreceivable that ranks its
creditor as a general creditor would qualify as hgypayments of principal and
interest on the principal amount outstanding. Tkithe case even if the debtor
issued loans that are collateralised, which in tentof bankruptcy would give
that loan holder priority over the claims of thengmal creditor in respect of the
collateral but does not affect the contractualtrigithe general creditor to unpaid
principal and other amounts due.

Contractually linked instruments

B4.20  In some types of transactions, an entity préyritise payments to the holders of
financial assets using multiple contractually lidkénstruments that create
concentrations of credit risk (tranches). Eachdn@has a subordination ranking
that specifies the order in which any cash flowsegated by the issuer are
allocated to the tranche. In such situations, tiiddrs of a tranche have the right
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B4.22

B4.23

B4.24

B4.25
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to payments of principal and interest on the pgatamount outstanding only if
the issuer generates sufficient cash flows to gahigfher-ranking tranches.

In such transactions, a tranche has cashdt@sacteristics that are payments of
principal and interest on the principal amount tautding only if:

(a) the contractual terms of the tranche being ssesk for classification
(without looking through to the underlying pool afidncial instruments)
give rise to cash flows that are solely paymentgrofcipal and interest
on the principal amount outstanding (eg the inter@® on the tranche is
not linked to a commodity index);

(b) the underlying pool of financial instruments shahe cash flow
characteristics set out in paragraphs B4.23 and4nd

(c) the exposure to credit risk in the underlyiraplpof financial instruments
inherent in the tranche is equal to or lower thanekposure to credit risk
of the underlying pool of financial instruments r(fexample, this
condition would be met if the underlying pool oftingnents were to lose
50 per cent as a result of credit losses and uallerircumstances the
tranche would lose 50 per cent or less.

An entity must look through until it can idéptthe underlying pool of
instruments that are creating (rather than padsirggigh) the cash flows. This is
the underlying pool of financial instruments.

The underlying pool must contain one or mostruments that have contractual
cash flows that are solely payments of principal amdrest on the principal
amount outstanding.

The underlying pool of instruments may atsdude instruments that:

(a) reduce the cash flow variability of the instruntsein paragraph B4.23
and, when combined with the instruments in parag®g23, result in
cash flows that are solely payments of principal amtrest on the
principal amount outstanding (eg an interest rage ar floor or a contract
that reduces the credit risk on some or all ofitis¢ruments in paragraph
B4.23); or

(b) align the cash flows of the tranches with thehctigws of the pool of
underlying instruments in paragraph B4.23 to adddifferences in and
only in:

0] whether the interest rate is fixed or floating;

(i) the currency in which the cash flows are denated, including
inflation in that currency; or

(iii)  the timing of the cash flows.

If any instrument in the pool does not mebke tconditions in either
paragraph B4.23 or paragraph B4.24, the conditioparagraph B4.21(b) is not
met.
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B4.26

If the holder cannot assess the conditionspamagraph B4.21 at initial
recognition, the tranche must be measured at &irev If the underlying pool of
instruments can change after initial recognitiorsirth a way that the pool may
not meet the conditions in paragraphs B4.23 an@484he tranche does not meet
the conditions in paragraph B4.21 and must be mmedsat fair value.

Measurement

B5.1

B5.2

B5.3

B5.4

Initial measurement of financial assets

The fair value of a financial asset at initetognition is normally the transaction
price (ie the fair value of the consideration giveree also paragraph AG76 of
NZ IAS 39). However, if part of the consideration givisnfor something other
than the financial instrument, the fair value of tfinancial instrument is
estimated using a valuation technique (see parbhgrapG74-AG79 of
NZ IAS 39). For example, the fair value of a longiteloan or receivable that
carries no interest can be estimated as the preakr of all future cash receipts
discounted using the prevailing market rate(s)h¢driest for a similar instrument
(similar as to currency, term, type of interesérand other factors) with a similar
credit rating. Any additional amount lent is an exge or a reduction of income
unless it qualifies for recognition as some otlypetof asset.

If an entity originates a loan that bears Hrarket interest rate (eg 5 per cent
when the market rate for similar loans is 8 per );entd receives an upfront fee
as compensation, the entity recognises the loés ftir value, ie net of the fee it

receives.

Subsequent measurement of financial assets

If a financial instrument that was previousécagnised as a financial asset is
measured at fair value and its fair value decreasé®sw zero, it is a financial
liability measured in accordance with NZ IAS 39. Howevstbrid contracts with
financial asset hosts are always measured in acocedsith NZ IFRS 9.

The following example illustrates the accoogtior transaction costs on the initial
and subsequent measurement of a financial asseturedaat fair value with
changes through other comprehensive income in @aocoe with paragraph 5.4.4.
An entity acquires an asset for CU1Qflus a purchase commission of CU2.
Initially, the entity recognises the asset at CUID2e reporting period ends one
day later, when the quoted market price of thetass€U100. If the asset were
sold, a commission of CU3 would be paid. On thae dtoe entity measures the
asset at CU100 (without regard to the possible cssiom on sale) and recognises
a loss of CU2 in other comprehensive income.

1

In this NZ IFRS monetary amounts are denominatéclirrency units (CU)'.
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Investments in unquoted equity instruments (and con tracts
on those investments that must be settled by delive ry of
the unquoted equity instruments)

All investments in equity instruments and caais on those instruments must be
measured at fair value. However, in limited circumsé&s, cost may be an
appropriate estimate of fair value. That may becte if insufficient more recent
information is available to determine fair value, ibthere is a wide range of
possible fair value measurements and cost repsedbatbest estimate of fair
value within that range.

Indicators that cost might not be represergatf fair value include:

(@) a significant change in the performance of ithestee compared with
budgets, plans or milestones.

(b) changes in expectation that the investee’snieah product milestones
will be achieved.

(c) a significant change in the market for the Btee’s equity or its products
or potential products.

(d) a significant change in the global economyhar économic environment
in which the investee operates.

(e) a significant change in the performance of caraple entities, or in the
valuations implied by the overall market.

)] internal matters of the investee such as fracoinmercial disputes,
litigation, changes in management or strategy.

(9) evidence from external transactions in the stee’s equity, either by the
investee (such as a fresh issue of equity), or rapsters of equity
instruments between third parties.

The list in paragraph B5.6 is not exhaustAm.entity shall use all information
about the performance and operations of the ingdbi@ becomes available after
the date of initial recognition. To the extent tlaaty such relevant factors exist,
they may indicate that cost might not be represimetaf fair value. In such
cases, the entity must estimate fair value.

Cost is never the best estimate of fair vdlreinvestments in quoted equity
instruments (or contracts on quoted equity instmis)e
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B5.9

B5.10

B5.11

B5.12

Reclassification

Paragraph 4.9 requires an entity to recladsigncial assets if the objective of
the entity’'s business model for managing thosenfired assets changes. Such
changes are expected to be very infrequent. Suahgels must be determined by
the entity’s senior management as a result of eatenr internal changes must be
significant to the entity’'s operations and demais to external parties.

Examples of a change in business model includéotlmving:

(@) An entity has a portfolio of commercial loansttlit holds to sell in the
short term. The entity acquires a company that gesi@ommercial loans
and has a business model that holds the loansder do collect the
contractual cash flows. The portfolio of commerdigns is no longer for
sale, and the portfolio is now managed together fith acquired
commercial loans and all are held to collect thetaztual cash flows.

(b) A financial services firm decides to shut dows fietail mortgage
business. That business no longer accepts new lsgsamel the financial
services firm is actively marketing its mortgagarigortfolio for sale.

A change in the objective of the entity’s Ingsis model must be effected before
the reclassification date. For example, if a finahservices firm decides on
15 February to shut down its retail mortgage busireesl hence must reclassify
all affected financial assets on 1 April (ie thesfiday of the entity’'s next
reporting period), the entity must not accept netairenortgage business or
otherwise engage in activities consistent with itevier business model after
15 February.

The following are not changes in business mode

(@) a change in intention related to particularaficial assets (even in
circumstances of significant changes in market itmms).

(b) a temporary disappearance of a particular mdokdinancial assets.

(c) a transfer of financial assets between partthefentity with different
business models.

Gains and losses

Paragraph 5.4.4 permits an entity to maké&ranocable election to present in
other comprehensive income changes in the fairevaluan investment in an
equity instrument that is not held for trading. §helection is made on an
instrument-by-instrument (ie share-by-share) basSmounts presented in other
comprehensive income shall not be subsequenthsfeeed to profit or loss.
However, the entity may transfer the cumulative gainloss within equity.
Dividends on such investments are recognised iritpyofoss in accordance with
NZ IAS 18 Revenuaunless the dividend clearly represents a recogépart of
the cost of the investment.
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An entity applies NZ IAS 2The Effects of Changes in Foreign Exchange Rates
to financial assets that are monetary items in @eowe with NZ IAS 21 and
denominated in a foreign currency. NZ IAS 21 recquismy foreign exchange
gains and losses on monetary assets to be recdgimiserofit or loss. An
exception is a monetary item that is designatealteiging instrumenh either a
cash flow hedge (see paragraphs 95-101 of NZ IAS BY) bedge of a net
investment (see paragraph 102 of NZ IAS 39).

Paragraph 5.4.4 permits an entity to maké&ranocable election to present in
other comprehensive income changes in the fairevaluan investment in an
equity instrument that is not held for trading. Buan investment is not a
monetary item. Accordingly, the gain or loss that psesented in other
comprehensive income in accordance with paragragpld tncludes any related
foreign exchange component.

If there is a hedging relationship betweeroa-derivative monetary asset and a
non-derivative monetary liability, changes in tleeign currency component of
those financial instruments are presented in poofibss.

Transition

B8.1

Financial assets held for trading

At the date of initial application of this NZRKS, an entity must determine
whether the objective of the entity's business mddelmanaging any of its
financial assets meets the condition in paragragfe)or if a financial asset is
eligible for the election in paragraph 5.4.4. Fbattpurpose, an entity shall
determine whether financial assets meet the definiti held for trading as if the
entity had acquired the assets at the date ohifiplication.
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Appendix C
Amendments to other NZ IFRSs

Except where otherwise stated, an entity shallyapm amendments in this appendix when
it applies NZ IFRS 9. Amended paragraphs are shoitmmnew text underlined and deleted
text struck through.

NZ IFRS 1 First-time Adoption of New Zealand
Equivalents to International Financial Reporting

Standards

NZ IFRS 1 (as revised in December 2008)

C1 In NZ IFRS 1First-time Adoption of New Zealand Equivalents tteitnational
Financial Reporting Standard@s revised in December 2008), paragraph 29 is
amended and paragraphs 29A and 39B are added@sdoll

29

29A

39B

An entlty is permltted to designate a previouslgognised financial asset

as a financial asset-orfiraaHiability-at measured at
fair value through profit or loss-era-financiabasas-availableforsale in
accordance with paragraph D19A. The entity shall dgglthe fair value
of financial assets-erfinanciakiabilities so dpmted-into-each-category
at the date of designation and their classificatiod carrying amount in
the previous financial statements.

An entity is permitted to designate a previousbgognised financial
liability as a financial liability at fair value thugh profit or loss in
accordance with paragraph D19. The entity shall dégcthe fair value of
financial liabilities so designated at the datedesignation and their
classification and carrying amount in the previfinancial statements.

NZ IFRS 9Financial Instrumentsamended paragraphs 29, B1 and D19
and added paragraphs 29A, B8, D19A-D19C, E1 and EZn#ity shall
apply those amendments when it applies NZ IFRS 9.

c2 In Appendix B, paragraph Bl, B2 and B5 are aménémd a heading and
paragraph B8 are added as follows:

Bl

© Copyright

An entity shall apply the following exceptions:

(a) derecognition of financial assets and financiddbilities
(paragraphs B2 and B3);

(b) hedge accounting (paragraphs B4—B6);, and
(c) non-controlling interests (paragraph B7).; and
(d) classification and measurement of financiaétséparagraph B8).
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B2

B8

B8
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Except as permitted by paragraph B3, a firsetadopter shall apply the
derecogntion requirements in NZ IAS 3%inancial Instruments:
Recognition and Measuremamspectively for transactions occurring on
or after-1January-2004 the date of transition tolNZSs. -tr-etherwords
For example, if a first-time adopted derecognsied-derivative financial
assets or non-derivative financial liabilities irccardance with its
previous GAAP as a result of a transaction that oedubbefore-1-Jdanuary
2004 the date of transition to NZ IFRSSs, it shall recognise those assets
and liabilities in accordance with NZ IFRSs (unlebgyt qualify for
recogntion as a result of a later transaction engv

An entity shall not reflect in its opening New Zmal equivalents to
IFRSs statement of financial position a hedgingtiehship of a type that
does not qualify for hedge accounting in accordamitie NZ IAS 39 (for

example, many hedging relationships where the hegdigistrument is a
cash instrument or written option; or where the hddgstrument is a net

position;—er-where-the-hedge—covers-interest risla-iheld-to-maturity
investment).

Classification and measurement of financial
assets

An entity shall assess whether a financial assstsnthe conditions in
paragraph 4.2 of NZ IFRS 9 on the basis of the fant$ circumstances
that exist at the date of transition to NZ IFRSs.

In Appendix D (Exemptions from other IFRSs), paaahs D19 and D20 are
amended and paragraphs D19A-D19C are added as follows.

D19 NZIAS 39 permits a financial liability-asset-te-Hesighated-en-initial
recognition—as—avaiablefor-sale—or-a-financiagtiament (provided it
meets certain criteria) to be designated as—a-¢iabmsset-or financial
I|ab|I|ty at fair value through proflt or loss. Desp this requirement

) an entity is permitted to designate, at theedait transition to
NZ IFRSs, any-finaneial-asset or financial liabilgy at fair value
through profit or loss provided the—asset or ligpiimeets the
criteria in paragraph 9(b)(i), 9(b)(ii) or 11A of NAS 39 at that
date.

D19A An entity may designate a financial asset assomea at fair value

through profit or loss in accordance with paragrdfhof NZ IFRS 9 on
the basis of the facts and circumstances that akigte date of transition
to NZ IFRSs.
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D19B

D19C

D20

An entity may designate an investment in antggostrument as at fair
value through other comprehensive income in acecm&avith paragraph
5.4.4 of NZ IFRS 9 on the basis of the facts anduoirstances that exist
at the date of transition to NZ IFRSs.

If it is impracticable (as defined in NZ IAS &rfan entity to apply
retrospectively the effective interest method ore thmpairment
requirements in paragraphs 58—-65 and AG84-AG93 of NZ38Sthe
fair value of the financial asset at the date afsition to NZ IFRSs shall
be the new amortised cost of that financial assetteadate of transition to
NZ IFRSs.

notwithstanding the requirements of paragraphsd 9, an entity may
apply the requiremetns in the last sentence of NZ 38 paragraph AG76

and in paragraph AG76A.-in-either-of-the-followingways

{a——prospectively to transactions entered into orafter the date of
transition to NZ IFRSs-25 October2002; or

{B)——prospectively-to-transactions-entered-intordftdanuary-2004.

In Appendix E (Short-term exemptions from NZ IFRSsg), heading and
paragraphs E1 and E2 are added as follows:

El

E2

© Copyright

Exemption from the requirement to restate
comparative information for NZ IFRS 9

In its first NZ IFRS financial statements, an itgnthat (a) adopts
NZ IFRSs for annual periods beginning before 1 Jgnu012 and
(b) applies NZ IFRS 9 shall present at least ona yéacomparative
information. However, this comparative informationedenot comply
with NZ IFRS 9 or NZ IFRS Financial Instruments: Disclosureso the
extent that the disclosures required by NZ IFRSIdteeto assets within
the scope of NZ IFRS 9. For such entities, referencethe ‘date of
transition to IFRSs’ shall mean, in the case of RR$ 9 and NZ IFRS 7
only, the beginning of the first IFRS reporting ipelc

An entity that chooses to present comparativerimmtion that does not
comply with NZ IFRS 9 and NZ IFRS 7 in its first yexdrtransition shall:

(@) apply the recognition and measurement requinesTaf its previous
GAAP in place of the requirements of NZ IAS 39 &id IFRS 9 to
comparative information about assets within thepeaf NZ IFRS 9.

(b) disclose this fact together with the basis usedorepare this
information.

(c) treat any adjustment between the statemeninahdial position at
the comparative period’s reporting date (ie theestent of financial
position that includes comparative information ungwevious
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GAAP) and the statement of financial position &t $tart of theirst
IFRS reporting periodie the first period that includes information
that complies with NZ IFRS 9 and NZ IFRS 7) as agsfrom a
change in accounting policy and give the disclosuegjuired by
paragraph 28(a)-(e) and (f)(i) of NZIAS 8. Parabgras(f)(i)
applies only to amounts presented in the stateroérfinancial
position at the comparative period’s reporting date

(d) apply paragraph 17(c) of NZ IAS 1 to provide diddial
disclosures when compliance with the specific requénets in
NZ IFRSs is insufficient to enable users to undedsténe impact
of particular transactions, other events and candit on the
entity’s financial position and financial perforntan

NZ IFRS 1 (issued 2004)

In NZ IFRS 1First-time Adoption of New Zealand Equivalents mteinational
Financial Reporting Standard§ssued in November 2004 and amended at May
2008), paragraphs 25A, 26 and 43A are amended amdaph 25AA, a heading
and paragraphs 34D-34G, a heading above parag@iphai®d paragraphs 36D,
36E and 47M are added.

25A  NZ IAS 39Financial Instruments: Recognition and Measurenparmits
a financial -asset liability to be designated ontiahi recognition as
: . o . o
as-a-financial-assdinancial liability at fair
value through profit or loss provided it meets aricriteria. Despite this

requlrement a first-time adopter of NZ IFRSs—exept-apply—in-the

enmyls perm|tted to de5|gnate at the dateam‘sﬂtlon to NZ IFRSs
any-finaneial-asset-or financial liability as at fealue through profit
or loss provided the-asset or liability meets thiga in paragraph
9(b)(i), 9(b)(ii) or 11A of NZ IAS 39 at that date.

{e)  an-entity thatpresents.
) ... -at-the-same-time-they-are-designated-dairatalue-through
profitorloss.

25AA NZ IFRS 9Financial Instrumentpermits a financial asset to be designated
on initial recognition as a financial asset measuat fair value through
profit or loss provided that the financial assetetaethe criterion in
paragraph 4.5 of NZ IFRS 9. Despite this requirdimerfirst-time adopter
of NZ IFRSs is permitted to designate, at the dateansition to NZ IFRSs,
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26

34D

34E

34F

34G

36D

© Copyright

any financial asset as measured at fair value ¢ffirguofit or loss provided
the asset meets the criterion in paragraph 4.52dFRS 9 at that date.

This NZ IFRS prohibits retrospective applicatafrsome aspects of other
NZ IFRSs relating to:

@)

(d) assets classified as held for sale and diswoeti operations
(paragraphs 34A and 34B);-and

(e) some aspects of accounting for non-controllimgerests
(paragraph 34C).; and

() classification and measurement of financial eéss(paragraphs

34D-34G).

Classification and measurement of financial assets

An entity shall assess whether a financial asssts the conditions in
paragraph 42 of NZ IFRSBinancial Instrument®n the basis of the facts
and circumstances that exist at the date of tiansib NZ IFRSs.

An entity may designate a financial asset assored at fair value
through profit or loss in accordance with paragrd@hof NZ IFRS 9 on
the basis of the facts and circumstances that akite date of transition
to NZ IFRSs.

An entity may designate an investment in antggostrument as at fair
value through other comprehensive income in acecm&lavith paragraph
5.4.4 of NZ IFRS 9 on the basis of the facts anduairstances that exist
at the date of transition to NZ IFRSs.

If it is impracticable (as defined in NZ IAS &rfan entity to apply
retrospectively the effective interest method ore thmpairment

requirements in paragraphs 58—-65 and AG84-AG93 of NZ38Sthe

fair value of the financial asset at the date afsition to NZ IFRSs shall
be the new amortised cost of that financial asstteatlate of transition to
NZ IFRSs.

Exemption from the requirement to restate
comparative information for NZ IFRS 9

In its first NZ IFRS financial statements, antitgnthat (a) adopts
NZ IFRSs for annual periods beginning before 1 Jgnu012 and
(b) applies NZ IFRS 9 shall present at least ona yéacomparative
information. However, this comparative informationedenot comply
with NZ IFRS 9 or NZ IFRS 7, to the extent that thecttisures required
by NZ IFRS 7 relate to assets within the scope oflRNZS 9. For such
entities, references to the ‘date of transitiodlRBSs’ shall mean, in the

36



NZ IFRS 9

case of NZ IFRS 9 and NZ IFRS 7 only, the beginnifithe first IFRS
reporting period.

36E  An entity that chooses to present comparatif@nmtion that does not
comply with NZ IFRS 9 and NZ IFRS 7 in its first yexrtransition shall:

(a) apply the recognition and measurement requingsnef its
previous GAAP in place of the requirements of NZ IAS a3
NZ IFRS 9 to comparative information about assetdiwithe
scope of NZ IFRS 9.

(b) disclose this fact together with the basis usedorepare this
information.

(c) treat any adjustment between the statemennahéial position at
the comparative period’s reporting date (ie thetestent of
financial position that includes comparative infation under
previous GAAP) and the statement of financial positibthe start
of the first NZ IFRS reporting periodie the first period that
includes information that complies with NZ IFRS 9 and
NZ IFRS 7) as arising from a change in accountingpand give
the disclosures required by paragraph 28(a)-(e) @g of
NZ IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors. Paragraph 28(f)(i) applies only to amounts presnt
in the statement of financial position at the corafige period’s
reporting date.

(d) apply paragraph 17(c) of NZ IAS 1 to provide diddial
disclosures when compliance with the specific requénets in
NZ IFRSs is insufficient to enable users to undedsténe impact
of particular transactions, other events and candit on the
entity’s financial position and financial perforntan

43A  An entity is permitted to designate a previousigognised financial asset
or-financia-iability-as-a-financial-asset-or-fivagal-iability as measured
at fair value through profit or loss in accordamgéh paragraph 25AA or
a previously recognised financial liability as adncial liability at fair
value through profit or loss-er-a-financial-assetaaailablefor-sale in
accordance with paragraph 25A. The entity shall d&the fair value of
financial assets or financial liabilities so desitpu-into-each-category at
the date of designation and their classificatiod earrying amount in the
previous financial statements.

47M NZ IFRS 9, issued in November 2009, amended papag 25A, 26 and
43A and added paragraphs 25AA, 34D-34G, 36D and 36E.nkity e
shall apply those amendments when it applies NZ IGRS
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NZ IFRS 3 Business Combinations

NZ IFRS 3 (2008)

C5 In NZ IFRS 3Business Combinatior(as revised in 2008), paragraphs 16, 42 and
58 are amended and paragraph 64A is added as follows:

16 In some situations, NZ IFRSs provide for difféerancounting depending
on how an entity classifies or designates a pasicakset or liability.
Examples of classifications or designations thatabquirer shall make on
the basis of the pertinent conditions as they eaighe acquisition date
include but are not limited to:

(@) classification of particular financial assetadaliabilities as
measured-a-financial-asset-ortiability at faiueathrough-profit-or
less, or_at amortised cost-as-a-financial-assalablaforsale-or
held—to—maturity, in accordance with NZ IFRSBinancial
Instrumentsand NZ IAS 39Financial Instruments: Recognition
and Measurement

(b) designation of a derivative instrument as agireglinstrument in
accordance with NZ IAS 39; and

(c) assessment of whether an embedded derivativaildshbe
separated from-the a host contract outside theesebplZ IFRS 9
in accordance with NZ IAS 39 (which is a matter of
‘classification’ as this IFRS uses that term).

42 In a business combination achieved in stagesadquirer shall remeasure
its previously held equity interest in the acquiggeits acquisition-date
fair value and recognise the resulting gain or,lifsany, in profit or loss
or other comprehensive income, as appropriateritm peporting periods,
the acquirer may have recognised changes in theevaf its equity
interest in the acquiree in other comprehensiverme-{for—example,
because-the-investment-was—classified-as—availablsdle). If so, the
amount that was recognised in other comprehensigenia shall be
recognised on the same basis as would be requirdt iicquirer had
disposed directly of the previously held equityenesst.

58
(b) Contingent consideration classified as an assatliability that:

0] is a financial instrument and is within the seopf
NZ IFRS 9 or NZ IAS 39 shall be measured at fair value
with any resulting gain or loss recognised eithguriofit or
loss or in other comprehensive income in accordavite
that NZ IFRS 9 or NZ IAS 39 as applicable.
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(ii) is not within the scope of NZ IFRS 9 or NZ IAS 8Ball be
accounted for in accordance with NZ IAS 37 or other
IFRSs as appropriate.

64A NZIFRS 9, issued in November 2009, amended paphg 16, 42 and 58.
An entity shall apply those amendments when it apilig IFRS 9.

NZ IFRS 4 Insurance Contracts

C6 Paragraphs 3 and 45 are amended and paragr@phk d4dded as follows:

3 This NZ IFRS does not address other aspects @uatiog by insurers,
such as accounting for financial assets held byrers and financial
liabilities issued by insurers (see NZ IAS Fnancial Instruments:
Presentation NZ IAS 39 Financial Instruments: Recognition and
Measurementand NZ IFRS 7 _and NZ IFRS 9), except in the traoms
provisions in paragraph 45.

45 Notwithstanding paragraph 4.9 of NZ IFRS 9-wWheringurer changes
its accounting policies for insurance liabilitigs,is permitted, but not
required, to reclassify some or all of its finah@asets as measured ‘at
fair value -through-profit-erloss’. This reclassition is permitted if an
insurer changes accounting policies when it firgllias this NZ IFRS and
if it makes a subsequent policy change permittepémagraph 22. The
reclassification is a change in accounting policgt &lZ IAS 8 applies.

41C NZ IFRS 9, issued in November 2009, amended pphg 3 and 45. An
entity shall apply those amendments when it appigsFRS 9.

NZ C6.1 In Appendix C of NZ IFRS 4 paragraph 2.1Added as follows:

2.1A Where a life insurer has early adopted NZ IFRSnancial Instruments
all _references to NZ IAS 3%inancial Instruments: Recognition and
Measurementshall be read as including a reference to NZ IFRS 9
Financial Instruments

NZ C6.2 In Appendix D of NZ IFRS 4 paragraph 2.1A isexdids follows:

2.1A Where an entity that issues insurance corstrather than a lifer insurer,
has early adopted NZ IFRS Rinancial Instrumentsall references to
NZ IAS 39 Financial Instruments: Recognition and Measurensirall be
read as including a reference to NZ IFREiancial Instruments

NZ IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations

Cc7 In paragraph 5(c), the reference to ‘NZ IASF3®ancial Instruments: Recognition
and Measuremenis replaced with ‘NZ IFRS inancial Instruments
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NZ IFRS 7 Financial Instruments: Disclosures

C8 In the rubric, the reference to ‘Appendices Aisfamended to ‘Appendices A—C
and Appendix E’. In paragraph 4 the referenceN IAS 39’ and in paragraph 5
the first reference to ‘NZ IAS 39’ are replaced WNZ IAS 39 and NZ IFRS 9'. A
heading and paragraphs 11A, 11B, 12B-12D, 20A afid—44J are added,
paragraphs 12 and 12A are deleted and paragra@s82,9, 20, 29 and 30 are
amended as follows:

2 The principles in this Standard complement thiacfples for recognising,
measuring and presenting financial assets andcfaddiabilities in NZ IAS 32
Financial Instruments: Presentatigrand NZ IAS 39inancial Instruments:
Recognition and Measurememtd NZ IFRS Financial Instruments.

3 This Standard shall be applied by all entitiesatiotypes of financial
instruments, except:

(a) those interests in subsidiaries, associatggimrventures that are
accounted for in accordance with NZ IAS Zbnsolidated and
Separate Financial StatementdNZ IAS 28 Investments in
Associates or NZ IAS 3interests in Joint Ventureglowever, in
some cases, NZ IAS 27, NZ IAS 28 or NZ IAS 31 permits an
entity to account for an interest in a subsidi@gsociate or joint
venture using NZ IAS 39 and NZ IFRS 9; in those casptities
shall apply the requirements of this Standard.tiestishall also
apply this Standard to all derivatives linked totenests in
subsidiaries, associates or joint ventures unléss derivative
meets the definition of an equity instrument in MSI32.

8 The carrying amounts of each of the following gatées, as specified
defined in_NZ IFRS 9 or NZ IAS 39, shall be disclosgither in the
statement of financial position or in the notes:

(@) financial assets measured at fair value thropgifit or loss,
showing separately (i) those designated as such pitial
recognition and (ii) those mandatority—classifiesi measured at
fair value-held-fertrading in accordance with NZ B-BJAS-39;.

(b)—(d) [deleted]

b))  held-to-maturity-investments;

{e)  loans-and-receivables;

&) availlabledor-sale financial-assets;

(e) financial liabilities at fair value through pitoor loss, showing
separately (i) those designated as such uponliregagnition and
(i) those_that meet the definition efclassifiesileeld for trading in
accordance-with NZ IAS 39-and.

® financial assets-iabilities measured at ansedi cost.
(Q) financial liabilities measured at amortisedtcos
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(h) financial assets measured at fair value througther
comprehensive income.

If the entity has designated-a—tean—orreceivdblegroup—of-loans—or

receivables) as measured at fair value-throughitppefloss_a financial

asset (or group of financial assets) that would milse be measured at
amortised cost, it shall disclose:

(a) the maximum exposure toedit risk (see paragraph 36(a)) of the
lean-orreceivable financial asset (or group-ohbarreceivables
financial assets) at the end of the reporting perio

(b) the amount by which any related credit derivedivor similar
instruments mitigate that maximum exposure to tmesk.

(c) the amount of change, during the period andutatively, in the
fair value of the—-lean—or—receivable financial das@ group of
leans-orreceivables financial assets) that ishatible to changes
in the credit risk of the financial asset deterrdiegéher:

(d) the amount of the change in the fair value y eelated credit
derivatives or similar instruments that has ocairdarring the
period and cumulatively since theloan-erreceigdiviancial asset
was designated.

Financial assets measured at fair value
through other comprehensive income

If an entity has designated investments in tyquistruments to be
measured at fair value through other compreherisa@ne, as permitted
by paragraph 5.4.4 of NZ IFRS 9, it shall disclose:

(@) which investments in equity instruments havenbeéesignated to
be measured at fair value through other comprehemscome.

(b) the reasons for using this presentation altemma

(c) the fair value of each such investment at the ef the reporting
period.

(d) dividends recognised during the period, shoveaparately those
related to investments derecognised during thertiggoperiod
and those related to investments held at the erttieofeporting
period.

(e) any transfers of the cumulative gain or lossiwitequity during
the period including the reason for such transfers.
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11B

12B

12C

12D

20
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If an entity derecognised investments in eginistruments measured at
fair value through other comprehensive income dyrihe reporting
period, it shall disclose:

(@) the reasons for disposing of the investments.
(b) the fair value of the investments at the datdepecognition.

(c) the cumulative gain or loss on disposal.

An entity shall disclose if, in the current geyious reporting periods, it
has reclassified any financial assets in accordavitte paragraph 4.9 of
NZ IFRS 9. For each such event, an entity shallaksc

(@) the date of reclassification.

(b) a detailed explanation of the change in busine®del and a
qualitative description of its effect on the erstyfinancial
statements.

(c) the amount reclassified into and out of eadbgury.

For each reporting period following reclassifion until
derecognition, an entity shall disclose for asgetdassified so that
they are measured at amortised cost in accordaitbeparagraph 4.9
of NZ IFRS 9:

(a) the effective interest rate determined on #ie df reclassification;
and

(b) the interest income or expense recognised.

If an entity has reclassified financial asssisthat they are measured at
amortised cost since its last annual reporting,dashall disclose:

(a) the fair value of the financial assets at thd ef the reporting
period; and

(b) the fair value gain or loss that would have beetognised in
profit or loss during the reporting period if thedncial assets had
not been reclassified.

An entity shall disclose the following items otame, expense, gains or
losses either in the statement of comprehensivamiecoor in the notes:

(@) net gains or net losses on:

0] financial assets-erfinancial-liabilities meesl at fair value
through profit or loss, showing separately thosdfiancial
assets-or-financial-liabilities designated as swygbn initial
recognition, and those-en-financial-assets-or-figdiabilities
that are_mandatorily measured at fair value-classéis-held
fortrading in accordance with NZ IFRS-9HAS 39;.

(i—(iv) [deleted]
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(v) financial liabilities-measured-at-amertisedtcatsfair value
through profit or loss, showing separately those on

financial liabilities designated as such upon _aiti
recognition, and those on financial liabilities ttinaeet the
definition of held for trading in NZ IAS 39.

(vi) financial assets measured at amortised cost.

Vii financial liabilities measured at amortisenkt;

(viii) financial assets measured at fair value tigto other
comprehensive income.

(b) total interest income and total interest expe(walculated using
the effective interest method) for financial assetsfirancial
liabilities that are measured at amortised codinancial liabilities
not at fair value through profit or loss;

(c) fee income and expense (other than amountsuded! in
determining the effective interest rate) arisingnir

0] financial assets —or—financial—liabilites mesasd at
amortised cost or financial liabilities that aret red fair
value through profit or loss; and

(ii) trust and other fiduciary activities that rétsim the holding
or investing of assets on behalf of individualg)sts,
retirement benefit plans, and other institutions;

(d)

An entity shall disclose an analysis of the gaiirloss recognised in the
statement of comprehensive income arising from dheecognition of
financial assets measured at amortised cost, shaseparately gains and
losses arising from derecognition of those findnassets. This disclosure
shall include the reasons for derecognising thises€ial assets.

Disclosures of fair value are not required:

(a) when the carrying amount is a reasonable appation of fair
value, for example, for financial instruments swh short-term
trade receivables and payables;

(b) for an-investment-in-equity-instruments-thatrd-have-a-guoted
market—price—ih—an—active—market- or derivativeakdid to

investments in equity instruments that do not regeioted market

price in an active market that are-such-equityrimsents,—that-is
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measured at cost in accordance with NZ IAS 39 becisigheir
fair value cannot be measured reliably; or

(c) for a contract containing a discretionary ma#pttion feature (as
described in NZ IFRS 4) if the fair value of thaafigre cannot be
measured reliably.

*30 In the cases described in paragraph 29(b) epdaf entity shall disclose
information to help users of the financial statetaemake their own
judgements about the extent of possible differehet®een the carrying
amount of those-financial-assets-erfinanciaHigbs contracts and their
fair value, including:

(@)

44H NZ IFRS 9, issued in November 2009, amendedgpaphs 2, 3, 8, 9, 20,
29 and 30, added paragraphs 11A, 11B, 12B-12D andad@Adeleted
paragraphs 2 and 12A. It also amended the last zeatagf Appendix A
(Defined terms) and paragraphs B1, B5, B10, B22B2d, and deleted
Appendix D (Amendments to NZ IFRS 7 if the Amendments to
NZ IAS 39 Financial Instruments: Recognition and Meesent—Fhe
Fair Value Optionhave not been applied). An entity shall apply those
amendments when it applies NZ IFRS 9.

441  When an entity first applies NZ IFRS 9, it shdifclose for each class of
financial assets at the date of initial application

(@) the original measurement category and carryiagiount
determined in accordance with NZ IAS 39;

(b) the new measurement category and carrying amdatatmined in
accordance with NZ IFRS 9;

(c) the amount of any financial assets in the state of financial
position that were previously designated as measatréair value
through profit or loss but are no longer so dedigpa
distinguishing between those that NZ IFRS 9 requarentity to
reclassify and those that an entity elects to ssifia

An entity shall present these quantitative disclesuin tabular
format unless another format is more appropriate.

44J When an entity first applies NZ IFRS 9, it shdiéclose qualitative
information to enable users to understand:

(a) how it applied the classification requirememisNZ IFRS 9 to
those financial assets whose classification hasgdthas a result
of applying NZ IFRS 9.

(b) the reasons for any designation or de-designatif financial
assets or financial liabilities as measured at Yailue through
profit or loss.
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C9 In Appendix A (Defined terms), the last paragrapamended as follows:

The following terms are defined in paragraph 11 ofIN& 32 or paragraph 9 of
NZ IAS 39 and are used in the Standard with the mgaspecified in NZ IAS 32

and NZ IAS 39.
. amortised cost of a financial asset or finanidility
- available-for-sale financial-assets
. derecognition
. derivative
. effective interest method
. equity instrument
. fair value
. financial asset
. financial-assetor financial liability at fair ks through profit or loss
. ; . G il liabilitvheld faati
. financial guarantee contract
. financial instrument
. financial liability
. forecast transaction
. hedging instrument
. held for trading
. held-to-maturity-investments
- leans-and-receivables
. regular way purchase or sale
C10 In Appendix B (Application guidance), paragrapiis B5, B10, B22 and B27 are

amended as follows:

B1 Paragraph 6 requires an entity to group findringruments into classes
that are appropriate to the nature of the inforamatlisclosed and that take
into account the characteristics of those finanicistruments. The classes
described in paragraph 6 are determined by thdyeatid are, thus,
distinct from the categories of financial instrurteenspecified in
NZ IAS 39 and NZ IFRS 9 (which determine how finanéretruments
are measured and where changes in fair value avgnised).
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BS

B10

B22
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Paragraph 21 requires disclosure of the measmebasis (or bases) used
in preparing the financial statements and the o#wounting policies
used that are relevant to an understanding ofitlaadial statements. For
financial instruments, such disclosure may include:

(@) for financialassets-or financial liabilitiesegignated as at fair
value through profit or loss:

0] the nature of thefinaneial-assets or finandmtilities the
entity has designated as at fair value throughitpsotoss;

(ii) the criteria for so designating such—financiasets—or
financial liabilities on initial recognition; and

(i)  how the entity has satisfied the conditionsparagraph 9,
11A or 12 of NZ IAS 39 for such designation. For
instruments designated in accordance with paragdayh
of the definition of a-financial-asset or finandiability at
fair value through profit or loss in NZ IAS 39, that
disclosure includes a narrative description of the
circumstances underlying the measurement or retogni
inconsistency that would otherwise arise. For insents
designated in accordance with paragraph (b)(ii) oé t
definition of a-finaneial-asset-or financial liabjl at fair
value through profit or loss in NZ IAS 39, that dsuire
includes a narrative description of how designatbifiair
value through profit or loss is consistent with #mgity’s
documented risk management or investment strategy.

(aa) for financial assets designated as measurégiratalue through
profit or loss:

() the nature of the financial assets the entdg designated
as measured at fair value through profit or loss;

(i)  how the entity has satisfied the criteria irrggg@raph 4.5 of
NZ IFRS 9 for such designation.

(b) [deleted by IASB] the criteria for designatingancial assets as
available for sale.

(©

Activities that give rise to credit risk and tlssociated maximum
exposure to credit risk include, but are not limite:

(@) granting loans—and—receivables to customerspdening deposits
with other entities. In these cases, the maximunogxye to credit
risk is the carrying amount of the related finahassets.

(b)

Interest rate risk arises on interest-bearing financial instruments
recognised in the statement of financial positegleans-and-receivables
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and debt instruments acquired or issued) and one sdimancial
instruments not recognised in the statement ohfiia position (eg some
loan commitments).

B27 In accordance with paragraph 40(a), the seitgitdf profit or loss (that
arises, for example, from instruments measuredsiflad-as at fair value
through profit or loss—and—impairments—ofavailaldesalefinancial
assets) is disclosed separately from the sengitivibther comprehensive
income -equity- (that arises, for example, from itwesits in equity
instruments _whose changes in fair value are prederite other

comprehensive income-classified-as-available-fi®) sa

Cl1 Appendix D (Amendments to NZ IFRS 7 if the Amendmen NZ IAS 39
Financial Instruments: Recognition and Measuremédrtte—Fair Value Option
have not been applied) is deleted.

NZ C11.1In Appendix E of NZ IFRS 7 paragraph C2.1Added as follows:

C 2.1AWhere a financial institution has early agopNZ IFRS 9Financial
Instruments all references to NZ IAS 3%inancial Instruments:
Recognition and Measuremesitall be read as including a reference to
NZ IFRS 9Financial Instruments

NZ IAS 1 Presentation of Financial Statements

C12 In paragraph 7, the definition of ‘other contesive income’ and
paragraphs 68, 82, 93, 95 and 123 are amendedaaadraph 139E is added as
follows:

7

Other comprehensive income comprises items of income and
expense (including reclassification adjustments) #t are not
recognised in profit or loss as required or permited by other
NZ IFRSs.

The components of other comprehensive income ieclud
@

(d) gains and losses-en+remeasuring-availabledierfinancial-assets
{see—IAS—— 39 Financial—Instruments:—Recognition—and
Measurementfrom investments in equity instruments measuted a
fair value through other comprehensive income goeatance with
paragraph 5.4.4 of NZ IFRSFnancial Instruments

(e) the effective portion of gains and losses cugigg instruments in
a cash flow hedge (see NZ IAS 39).

68 The operating cycle of an entity ... Currenetssalso include assets held
primarily for the purpose of trading (examples irt# some financial assets
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82

93

95

123

139E

© Copyright

that meet the definition cf-classified as heldtfading in-accerdance-with
NZ IAS 39) and the current portion of non-curréntificial assets.

As a minimum, the statement of comprehensive ino@ shall include
line items that present the following amounts forte period:

(a) revenue;

(aa) Qgains and losses arising from the derecognitioof financial
assets measured at amortised cost;

(b)  finance costs;

(c) share of the profit or loss of associates andipnt ventures
accounted for using the equity method;

(ca) if a financial asset is reclassified so that is measured at fair
value, any gain or loss arising from a difference étween the
previous carrying amount and its fair value at the
reclassification date (as defined in NZ IFRS 9);

(d)

Other NZ IFRSs specify whether and when amounts iqusly

recognised in other comprehensive income are mafiles to profit or

loss. Such reclassifications are referred to ins ti$tandard as
reclassification adjustments. A reclassificatioruatinent is included with
the related component of other comprehensive inciontee period that

the adjustment is reclassmed to proflt or Iossr—éeample—gmns—malsed

epless—ef—the—eu#em—penod These amounts magz baen recogmsed in

other comprehensive income .

Reclassification adjustments arise, for exampiedisposal of a foreign
operation (see NZ IAS 21),-en-derecognition-of-iade-for-sale-financial
assets{seelAS-39) and when a hedged forecasattam affects profit or
loss (see paragraph 100 of NZ IAS 39 in relatiocash flow hedges).

In the process of applying the entity’'s accmgnpolicies, management
makes various judgements, apart from those invghaatimations, that
can significantly affect the amounts it recognizes the financial
statements. For example, management makes jud¢gemeatetermining:

(a) [deleted by IASB] whether financial assets arkl le maturity
investments;

(b)
NZ IFRS 9, issued in November 2009, amendedid¢fiaition of ‘other

comprehensive income’ in paragraph 7 and paragré@h82, 93 and 95.
An entity shall apply those amendments when it apflig IFRS 9.
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NZ IAS 2 Inventories

C13 Paragraph 2(b) is amended and paragraph 404l agdellows:

2

This Standard applies to all inventories, except:

(b)  financial instruments (see NZ IAS 32Financial Instruments:
Presentation, anrd NZ IAS 39 Financial Instruments:
Recognition and Measurement and NZ IFRS 9 Financial

| nstruments); and

40A NZ IFRS 9, issued in November 2009, amended papag2(b). An entity

shall apply that amendment when it applies NZ IFRS 9.

NZ IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

Cl14 Paragraph 53 is amended and paragraph 54A ésl addollows:

53

S54A

Hindsight should not be used when applying a nesgwating policy to,
or correcting amounts for, a prior period, eithermaking assumptions
about what management’s intentions would have be@npirior period or
estimating the amounts recognised, measured otogést in a prior

period. For example—when—%—enﬂ%y—ee#eets—a—ppened—e%r—m

te—maféumy—m_addmgn When an entlty correctsprmr perlod error in
calculating its liability for employees’ accumuldtesick leave in
accordance with NZ IAS 1Bmployee Benefitst disregards information
about an unusually severe influenza season duhiagnext period that
became available after the financial statementgHerprior period were
authorised for issue. The fact that significantinestes are frequently
required when amending comparative information priesk for prior

periods does not prevent reliable adjustment orrection of the

comparative information.

NZ IFRS 9Financial Instrumentsissued in November 2009, amended
paragraph 53. An entity shall apply that amendmenerwh applies
NZ IFRS 9.
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NZ IAS 12 Income Taxes

C15 In the rubric the reference to ‘paragraphs 1li9&mended to ‘paragraphs 1-96’.
Paragraph 20 is amended and paragraph 96 is addetfoavs:

20 New Zealand equivalents to International FinanRigporting Standards
permit or require certain assets to be carrieciatvhlue or to be revalued
(see, for example, NZ IAS 1Broperty, Plant and EquipmenitiZ IAS 38
Intangible AssetsNZ IFRS 9Financial InstrumentdAS-39-Financial
InstrumentsRecoghitioh—and-Measuremant! NZ IAS 40Investment
Property). In some jurisdictions, the revaluation or othestatement of an
asset to fair value affects taxable profit (taxs)d®r the current period. As
aresult,....

96 NZ IFRS 9, issued in November 2009, amended pgshg?20. An entity
shall apply that amendment when it applies NZ IFRS 9.

NZ IAS 18 Revenue

C1l6 In the rubric the reference to ‘paragraphs 1lis38mended to ‘paragraphs 1-39'.
Paragraph 6(d) and the last sentence of paragrdpharé amended and
paragraph 39 is added as follows:

6 This Standard does not deal with revenue arisimg:f

(d) changes in the fair value of financial assatsfinancial liabilities or
their disposal (see NZ IFRSFnancial Instrumentsnd NZ IAS 39
Financial Instruments: Recognition and Measurerpent

11 In most cases ... The difference between the flirevand the nominal
amount of the consideration is recognised as istemevenue in
accordance with paragraphs 29 and 30 and in acamedaith NZ IAS 39
and NZ IFRS 9.

39 NZ IFRS 9, issued in November 2009, amended pgvhgr6(d) and 11.
An entity shall apply those amendments when it aplig IFRS 9.

NZ IAS 21 The Effects of Changes in Foreign Exchang e
Rates

C17 Paragraphs 3(a), 4 and 52(a) are amended sagtg@ah 60C is added as follows:
3 This Standard shall be applied{footnote omitted]

(@) in accounting for transactions and balances in forign
currencies, except for those derivative transactiom and
balances that are within the scope of NZ IAS 3%inancial
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60C
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Instruments: Recognition and Measurement and NZ IFRS 9
Financial | nstruments;

NZ IFRS 9 and NZ IAS 39 apply—applies to many fameurrency

derivatives and, accordingly, these are excludedchfthe scope of this
Standard. However, those foreign currency derivatilias are not within
the scope of NZ IFRS 9 and NZ IAS 39 (eg some foragrrency
derivatives that are embedded in other contracts)dthin the scope of
this Standard. In addition, this Standard applieswén entity translates
amounts relating to derivatives from its functionalirrency to its
presentation currency.

An entity shall disclose:

*(@) the amount of exchange differences recogniseéd profit or loss
except for those arising on financial instruments reasured at
fair value through profit or loss in accordance wih NZ IFRS 9
and NZ IAS 39; and

(b)
NZ IFRS 9, issued in November 2009, amended @phg 3(a), 4 and
52(a). An entity shall apply those amendments whappties NZ IFRS 9.

NZ IAS 27 Consolidated and Separate Financial
Statements

NZ IAS 27 (2008)

In paragraph IN10 after the reference to ‘NZSI1A9 Financial Instruments:
Recognition and Measuremeig added ‘and NZ IFRS &inancial Instruments
Paragraphs 35, 37, 38 and 40 are amended andaganatBD is added as follows:

C18

35

37

If a parent loses control of a subsidiary, ... Egample, if a subsidiary
has _cumulative exchange differences relatlnq toomeidn operation
available-for-sale—finaneialassets and the pafesés control of the
subsidiary, the parent shall reclassify to profitlass the gain or loss
previously recognised in other comprehensive incameelation to_the
foreign operation-these-assets. Similarly, ...

The fair value of any investment retained in fiener subsidiary at the
date when control is lost shall be regarded as direvilue on initial
recognition of a financial asset in accordance W IFRS 9Financial
Instruments NZJAS—39—Financial—nstruments:—Reecognition—and
Measuremenbr, when appropriate, the cost on initial recogmitof an
investment in an associate or jointly controlletitgn
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38

40

45D

When an entity prepares separate financial statemes, it shall
account for investments in subsidiaries, jointly cotrolled entities and
associates either:

(a) at cost, or
(b) in accordance with NZ IFRS 9 and NZ IAS 39.

The entity shall apply the same accounting for eacttategory of
investments. Investments accounted for at cost sldde accounted for
in accordance with NZ IFRS 5Non-current Assets Held for Sale and
Discontinued Operations when they are classified as held for sale (or
included in a disposal group that is classified adeld for sale) in
accordance with NZ IFRS 5. The_accounting for—measuraent—of
investments-accounted-for in accordance with NZ IFRS and NZ IAS
39 is not changed in such circumstances.

Investments in jointly controlled entities and asociates that are
accounted for in accordance with_NZ IFRS 9 and NZ IAS 8 in the
consolidated financial statements shall be accourmtefor in the same
way in the investor’'s separate financial statements

NZ IFRS 9, issued in November 2009, amended pgphg 35, 37, 38 and
40. An entity shall apply those amendments whengliep NZ IFRS 9.

NZ IAS 27 (2004)

In NZ IAS 27 Consolidated and Separate Financial Stateme(itsued
November 2004) paragraphs 31, 32, 37 and 39 arededemd paragraph 43A is
added as follows:

C19

31

32

37

© Copyright

An investment in an entity shall be accounted foin accordance with
NZ IFRS 9 Financial Instruments and NZ IAS 39 Financial
Instruments; Recognition and Measurement from the date that it
ceases to be a subsidiary, provided that it does thdecome an
associate as defined in NZ IAS 28 or a jointly contlled entity as
described in NZ IAS 31.

The carrying amount of the investment at the dat that the entity
ceases to be a subsidiary shall be regarded as tkest on initial
measurement of a financial asset in accordance withNZ IFRS 9
1AS-39.

When separate financial statements are preparednvestments in
subsidiaries, jointly controlled entities and assdates that are not
classified as held for sale (or included in a dispal group that is
classified as held for sale) in accordance with NIFRS 5 shall be
accounted for either:

(@) at cost, or
(b) in accordance with NZ IFRS 9 and NZ IAS 39.
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The same accounting shall be applied for each caty of
investments. Investments in subsidiaries, jointly antrolled entities
and associates that are classified as held for saler included in a
disposal group that is classified as held for saleh accordance with
NZ IFRS 5 shall be accounted for in accordance witthat IFRS.

39 Investments in jointly controlled entities and asociates that are
accounted for in accordance with NZ IFRS 9 and NZ IAS 8 in the
consolidated financial statements shall be accourtefor in the same
way in the investor’'s separate financial statements

43A NZ IFRS 9, issued in November 2009, amendedgpaphs 31, 32, 37
and 39. An entity shall apply those amendments whenpplies
NZ IFRS 9.

NZ IAS 28 Investments in Associates

NZ IAS 28 (issued November 2004 and amended in 2008 )

C20

NZ IAS 28Investments in Associatéssued November 2004 and amended in
2008) is amended as described below.

The Introduction to NZ IAS 28 is amended as follows:

This Standard prescribes the accounting treatm@ninfestments in associates
except for investments in associates held by ventapital organisations or
mutual funds, unit trusts and similar entities, luging investment-linked
insurance funds, that upon initial recognition @esignated as at fair value
through profit or loss—er-are—classified-as-heldtfading and accounted for in
accordance with NZ IFRS %inancial Instrumentsand NZ IAS 39 Financial
Instruments: Recognition and Measurement

Paragraphs 1 and 18-19A are amended and paragrBpk ddded as follows:

1 This Standard shall be applied in accounting forinvestments in
associates. However, it does not apply to investmsnin associates
held by:

(a) venture capital organisations, or

(b) mutual funds, unit trusts and similar entities including
investment-linked insurance funds

that are_measured-upen-initial-recognition-are-deginated-as at fair
value through profit or loss -or-are-classified-as-bld-for-trading-and
accounted—for in accordance with_NZ IFRS 9Financial Instruments
and NZ IAS 39 Financial Instruments: Recognition and Measurement.
An entity shall measure such-Sueh investments-shdde-measured at
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fair value through profit or loss in accordance wih NZ IFRS 9

1AS-39,with-changes-in-fairvalue recognised-in-p#it-or-loss-in-the
period-ef-the-change. An entity holding such an invement shall make
the disclosures required by paragraph 37(f).

18 An investor shall discontinue the use of the egyi method from the
date when it ceases to have significant influencerer an associate and
shall account for the investment in accordance witiNZ IFRS 9 and
NZ IAS 39 from that date, provided the associate deenot become a
subsidiary or a joint venture as defined in NZ IAS31. On the loss of
significant influence, ...

19 When an investment ceases to be an associate @dccounted for in
accordance with NZ IFRS 9 and NZ IAS 39, the fair vale of the
investment at the date when it ceases to be an asiste shall be
regarded as its fair value on initial recognition & a financial asset in
accordance with NZ IFRS 91AS-39.

19A If an investor loses significant influence oven associate, ... For
example, if an associate has cumulative excharfégretices relating to a
foreign operation-avaiable-for-salefinancial-dssnd the investor loses
significant influence over the associate, the itmeshall reclassify to
profit or loss the gain or loss previously recogdisin other
comprehensive income in relation to the foreignrafien-these-assets. If

41D NZ IFRS 9, issued in November 2009, amended pphg 1 and 18-19A
of this Standard as amended in June 2008. An esitig)l apply those
amendments if using that version of this Standarcerwit applies
NZ IFRS 9.

NZ IAS 28 (2004 excluding 2008 amendments)

Cc21 NZ IAS 28Investments in Associatassued in November 2004 and amended at
31 December 2007, is amended as described below.

The Introduction to NZ IAS 28 is amended as follows:

This Standard prescribes the accounting treatnm@aninfestments in associates
except for investments in associates held by ventapital organisations or
mutual funds, unit trusts and similar entities, luding investment-linked
insurance funds, that upon initial recognition @esignated as at fair value
through profit or loss-erare—classified-as-heldtfading and accounted for in
accordance with NZ IFRS @inancial Instrumentsand NZ IAS 39 Financial
Instruments: Recognition and Measurement
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Paragraphs 1, 18 and 19 are amended and paradrAph d4dded as follows:

1 This Standard shall be applied in accounting forinvestments in
associates. However, it does not apply to investntenin associates
held by:

(a) venture capital organisations, or

(b) mutual funds, unit trusts and similar entities including
investment-linked insurance funds

that are_measured-upen-initial-recognition-are-degjinated-as at fair

value through profit or loss -or-are-classified-as-bld-for-trading-and

accountedfor in accordance with_ NZ IFRS 9inancial Instruments
and NZ IAS 39 Financial Instruments: Recognition and Measurement.

An entity shall measure such-Such investments-shddb-measured at
fair value through profit or loss in accordance wih NZ IFRS 9

period-of-the-change.

18 An investor shall discontinue the use of the egyi method from the
date that it ceases to have significant influencever an associate and
shall account for the investment in accordance witiNZ IFRS 9 and
NZ IAS 39 from that date, provided the associate deenot become a
subsidiary or a joint venture as defined in NZ IAS 31

19 The carrying amount of the investment at the dat that it ceases to be
an associate shall be regarded as its cost on iaiti recognition
measurement as a financial asset in accordance witNZ IFRS 9
1AS-39.

41AA NZ IFRS 9, issued in November 2009, amended paphg 1, 18 and 19
of this Standard as amended at 31 December 2007n#ty shall apply
those amendments if using that version of this d&esh when it applies
NZ IFRS 9.

NZ IAS 31 Interests in Joint Ventures

NZ IAS 31 (issued 2004 and amended in May 2008)

c22 NZ IAS 3linterests in Joint Venturggs amended in May 2008) is amended as
described below.

The Introduction to NZ IAS 31 is amended as follows:
This Standard:

€) prescribes the accounting treatment for intergsjoint ventures except
for interests in joint ventures held by venture itzdporganisations or
mutual funds, unit trusts and similar entities,liiding investment-linked
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insurance funds, that upon initial recognition aesignated as at fair
value through profit or loss—er—are—classified—addhfortrading and
accounted for in accordance with NZ IFRE®ancial Instrumentsand
NZ IAS 39Financial Instruments: Recognition and Measurement

Paragraphs 1, 45-45B and 51 are amended and pama§BC is added as
follows:

1

45

45A

45B

51

© Copyright

This Standard shall be applied in accounting forinterests in joint
ventures and the reporting of joint venture assetsliabilities, income
and expenses in the financial statements of ventusand investors,
regardless of the structures or forms under which lte joint venture
activities take place. However, it does not applytventurers’ interests
in jointly controlled entities held by:

(a) venture capital organisations, or

(b) mutual funds, unit trusts and similar entities including
investment-linked insurance funds

that are_measured-upen-initial-recognition-are-degjinated—as at fair

value through profit or loss -or-are-classified-as-bld-for-trading-and
accounted—for in accordance with_NZ IFRS 9Financial Instruments

and NZ IAS 39 Financial Instruments: Recognition and Measurement.
An entity shall measure such-Such investments-shddbe-measured at
fair value through profit or loss in accordance wih NZ IFRS 9 NZ

AS-39,-with-changes-in-fair-valuerecognised-in-piid—orloss-in-the
period-of-the-change. A venturer holding such an imtrest shall make
the disclosures required by paragraphs 55 and 56.

When an investor ceases to have joint control er an entity, it shall
account for any remaining investment in accordancevith NZ IFRS 9
and NZ IAS 39 from that date, provided that the forme jointly
controlled entity does not become a subsidiary orssociate. From ...

When an investment ceases to be a jointly cowfied entity and is
accounted for in accordance with NZ IFRS 9 and NZ IAS39, the fair
value of the investment when it ceases to be a jdincontrolled entity
shall be regarded as its fair value on initial recgnition as a financial
asset in accordance with NZ IFRS 9-NZH4AS-39.

If an investor loses joint control of an entity For example, if a jointly
controlled entity has cumulative exchange diffeesnielating to a foreign

operation-available-for-salefinancial-assets amel investor loses joint
control of the entity, the investor shall reclagdd profit or loss the gain
or loss previously recognised in other comprehensigome in relation to
the foreign operation-these-assets. If ...

An investor in a joint venture that does not havegoint control shall
account for that investment in accordance with_NZ IRS 9 and
NZ IAS 39 or, if it has significant influence in thejoint venture, in
accordance with NZ IAS 28.
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58C NZIFRS 9, issued in November 2009, amendeagpaphs 1 and 51 of this
Standard as amended at 31 December 2007, and gyatvadl, 45-45B and
51 of this Standard as amended in June 2008. Wigyirsg NZ IFRS 9 an
entity shall also apply the amendments made by NSIB to the version of
this Standard being applied by the entity if usthgt version of this
Standard being applied by the entity.

NZ IAS 31 (2004)

C23

NZ IAS 3linterests in Joint Venturesssued in November 2004 and amended at
31 December 2007, is amended as described below:

The Introduction to NZ IAS 31 is amended as follows:
This Standard:

€) prescribes the accounting treatment for intergsjoint ventures except
for interests in joint ventures held by venture itdporganisations or
mutual funds, unit trusts and similar entities,liiding investment-linked
insurance funds, that upon initial recognition aesignated as at fair
value through profit or loss—er—are—classified—addhiortrading and
accounted for in accordance with NZ IFRE#®ancial Instrumentsand
NZ IAS 39Financial Instruments: Recognition and Measurement

Paragraphs 1 and 51 are amended and paragrapls 88@dd as follows:

1 This Standard shall be applied in accounting forinterests in joint
ventures and the reporting of joint venture assetsliabilities, income
and expenses in the financial statements of ventusand investors,
regardless of the structures or forms under which lte joint venture
activities take place. However, it does not applyotventurers’ interests
in jointly controlled entities held by:

(a) venture capital organisations, or

(b) mutual funds, unit trusts and similar entities including
investment-linked insurance funds

that are_measured-upen-initial-recognition-are-degjinated—as at fair

value through profit or loss -or-are-classified-as-bld-for-trading-and
accounted-for in accordance with_ NZ IFRS 9inancial Instruments
and NZ IAS 39 Financial Instruments: Recognition and Measurement.
An entity shall measure such-Such investments-shddbe-measured at
fair value through profit or loss in accordance wih NZ IFRS 9
the-period-of-the-change.

51 An investor in a joint venture that does not havegoint control shall
account for that investment in accordance with_ NZ IRS 9 and
NZ IAS 39 or, if it has significant influence in thejoint venture, in
accordance with NZ IAS 28.
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58C NZIFRS 9, issued in November 2009, amendeabpaphs 1 and 51 of this

Standard as amended at 31 December 2007, and gqaradr, 45-45B and
51 of this Standard as amended in June 2008. Wheyirg NZ IFRS 9,
an entity shall apply the amendments made by NZSIBRo the version of
this Standard being applied by the entity.

NZ IAS 32 Financial Instruments: Presentation

C24 Paragraphs 3, 12 and 31 are amended and paivé@y8& is added as follows:

3

12

31

97F
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The principles in this Standard complement theciples for recognising
and measuring financial assets and financial ligsl in NZ IFRS 9
Financial Instruments&ind NZ IAS 3% inancial Instruments: Recognition
and Measurementand for disclosing information about them in
NZ IFRS 7Financial Instruments: Disclosures.

The following terms are defined in paragraph 9N&f IAS 39 and are
used in this Standard with the meaning specifidgd4dnAS 39.

. amortised cost of a financial asset or finanidility

- avaitable-forsale-financial-assets

. derecognition

. derivative

. effective interest method

. finaneial-asset-or financial liability at fair ke through profit or
loss

. financial guarantee contract

. firm commitment

. forecast transaction

. hedge effectiveness

. hedged item

. hedging instrument

. held for trading

- held-to-maturity-investments
. loans-and-receivables

. regular way purchase or sale
. transaction costs.

NZ IFRS 9 and NZ IAS 39 deals with the measuremkfibancial assets
and financial liabilities respectively. Equity insinents ...

NZ IFRS 9, issued in November 2009, amended mphg 3, 12, 31,
AG2 and AG30. An entity shall apply those amendments vithepplies
NZ IFRS 9.
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In the Appendix (Application Guidance), paragraphG2 and AG30 are
amended as follows:

AG2 The Standard does not deal with the recognitiormeasurement of
financial instruments. Requirements about- the reitimpn and
measurement are set out in NZ IFRS 9-for of findresaets and NZ IAS
39 for financial liabilities.

AG30 Paragraph 28 applies only to issuers of nondiive compound financial
instruments. Paragraph 28 does not deal with congpofimancial
instruments from the perspective of holders. NZ IFR8eals with the
classification and measurement of financial as$leés are compound
|nstruments from the hoIders perspectwe—NZ—lAS—mls—\M&h—the

NZ IAS 36 Impairment of Assets

C26

In NZ IAS 36, paragraphs 2(e) and 5 are amendédgaragraph 140F is added
as follows:

2 .
(e) financial assets that are within the scope—ef2HAS—39

NZ IFRS 9 Financial I nstruments;

5 This Standard does not apply to financial assétsn the scope ofHAS-39
NZ IFRS 9, investment property measured at faineah accordance with
NZ IAS 40, or biological assets related to agriqalfwactivity measured at
fair value less costs to sell in accordance withiINg 41. However, ...

140F NZ IFRS 9, issued in November 2009, amendedymgphs 2(e) and 5.
An entity shall apply those amendments when it apNig IFRS 9.

NZ IAS 39 Financial Instruments: Recognition and
Measurement

c27

NZ IAS 39Financial Instruments: Recognition and Measurenigramended as
described below.

The Introduction to NZ IAS 39 above the sentence dbopting IAS 39 for
application as NZ IAS 39 no changes have been madbketagequirements of
IAS 39.” is deleted and a new Introduction is addefbfows:

The International Accounting Standards Board haddddcto replace IAS 39
Financial Instruments: Recognition and Measurenwvdr a period of time. The
first instalment, dealing with classification and aserement of financial assets,
was issued as IFRS ®inancial Instrumentsin November 2009. As a
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consequence, part of IAS 39 is being supersedednihtbecome obsolete for
annual periods beginning on or after 1 January 2@8posals to replace the
requirements on impairment and derecognition haentpublished and further
proposals are expected in 2009 and 2010. The rémgaiaquirements of IAS 39
continue in effect until superseded by future ilms&ants of IFRS 9.

The ASRB has approved NZ IFRS®hancial Instrument§NZ IFRS 9) which is
based on IFRS 9. As a consequence, part of NZBAS being superseded and will
become obsolete for annual periods beginning @iter 1 January 2013. Proposals
to replace the requirements on impairment and dgretion have been published
and further proposals are expected in 2009 and. 2ZB#remaining requirements of
NZ IAS 39 continue in effect until superseded bifa instalments of NZ IFRS 9.
The Board aims to have replaced IAS 39 in its etytiy the end of 2010.

Paragraph 1 is amended as follows:

1 The objective of this Standard is to establishggles for recognising and
measuring-financial-assets, financial liabilitiesl aome contracts to buy or
sell non-financial items. Requirements for presgntinformation about
financial instruments are in NZ IAS Fnancial Instruments: Presentation
Requirements for disclosing information about fitiahinstruments are in
NZ IFRS 7Financial Instruments: DisclosureRequirements for classifying
and measuring financial assets are in NZ IFR#hancial Instruments

In paragraph 9, the heading ‘Definitions of fouregatries of financial
instruments’ and the definitions of ‘financial asee financial liability at
fair value through profit or loss’ and ‘amortiseasst of a financial asset or
financial liability’ are amended as follows:

Definitions of feur categories of financial instruments

A financial asset or financial liability is held for trading if:

(a) it is acquired or incurred principally for the purpose of selling
or repurchasing it in the near term;

(b) on _initial recognition it is part of a portfolio of identified
financial instruments that are managed together andor which
there is evidence of a recent actual pattern of shisterm

profit-taking; or
() it is a derivative (except for a derivative th& is a financial
guarantee contract or a designated and effective Hging

instrument).
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A financial-asset-or financial liability at fair value through profit or loss
is a financialasset—or financial liability that meets either of the
following conditions.

@)

(b)

It is classified as_meets the definition of heélfor trading. A
financial asset or financial liability is classifiel as held for
trading if:

P ired o | ! orincinall § r

@ L F tolio_of

financial—guarantee—contract—or—a—designated—and
tfoct ol .
Upon initial recognition it is designated by theentity as at fair
value through profit or loss. An entity may use thisdesignation
only when permitted by paragraph 11A, or when doingso
results in more relevant information, because eithe

(i) a group of finaneial-assets, financial liabilitiesor beth
financial assets and financial liabilities is managd and
its performance is evaluated on a fair value basidn
accordance with a documented risk management or
investment strategy, and information about the grop is
provided internally on that basis to the entity’s ley
management personnel (as defined in NZIAS 24
Related Party Disclosures (as revised in-2003 2009)), for
example the entity's board of directors and chief
executive officer.

In NZ IFRS 7, paragraphs 9-10 and 1l—and-B4 requir¢he
entity to provide disclosures about —financial—asset-and
financial liabilities it has designated as at fairvalue through
profit or loss, including how it has satisfied theseconditions
(see paragraphs B4 and B5 of NZ IFRS 7). For instrunms

qualifying in accordance with (ii) above, that disabsure
includes a narrative description of how designatioras at fair
value through profit or loss is consistent with theentity’s
documented risk management or investment strategy.
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It should be noted that paragraphs 48, 48A, 49 and Agendix

A paragraphs AG69-AG82, which set out requirements for
determining a reliable measure of the fair value ot finaneial

asset-or financial liability, apply equally to allitems that are

measured at fair value, whether by designation or tberwise,

or whose fair value is disclosed.

In paragraph 9 the following terms are deleted:

held-to-maturity investments
loans and receivables
available-for-sale financial assets

Paragraphs 10-11A, 13 and 14 are amended as follows:

10

11

11A

© Copyright

An embedded derivative is a component of a hyfmidnbined)_contract
instrument that also includes a non-derivative homttract—with the
effect that some of the cash flows of the combinedtract-instrument
vary in a way similar to a stand-alone derivative..An

An embedded derivative shall be separated from thedst contract
and accounted for as a derivative under this Standd if, and only if:

(b) a separate instrument with the same terms as ¢hembedded
derivative would meet the definition of a derivatie; -and

(c) the hybrid (combined) _contract-irstrament is nd measured at
fair value with changes in fair value recognised improfit or loss
(ie a derivative that is embedded in a—financial—ast—or
financial liability at fair value through profit or loss is not
separated).; and

(d) the host is outside the scope of NZ IFRS 9.

If an embedded derivative is separated, the host ntract shall be
accounted for-under-this-Standard-if-it-is-a-finang@hinstrument,—and
in accordance with_the-ether appropriate_NZ IFRSs-Stadards-if-itis
not-a-financial-instrument. This Standard does notaddress whether
an embedded derivative shall be presented separageh the statement
of financial position.

Notwithstanding paragraph 11, if a contract cordins one or more
embedded derivatives and the host is outside theoge of NZ IFRS 9, an
entity may designate the entire hybrid (combined) antract as a financial
asset or financial liability at fair value through profit or loss unless:
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If an entity is unable to determine reliably fag value of an embedded
derivative on the baS|s of its terms and condn@es-e;ampte-leeeause
agstrument), the
fair value of the embedded derlvatlve is the défme between the fair
value of the hybrid (combined) contractinstrumantl the fair value of
the host contract, if those can be determined utidsrStandard. If the
entity is unable to determine the fair value of #mbedded derivative
using this method, paragraph 12 applies and theicdyzombined)
contractinstrament is designated as at fair vilusugh profit or loss.

An entity shall recognise-a-financial-asset-or a fancial liablity in its
statement of financial position when, and only whenthe entity
becomes a party to the contractual prOV|5|ons of ttn |nstrument {é‘,ee

Paragraphs 26, 27, 31, 33 and 34 are amended@sdol

26

27

31

On derecognition of a financial asset in its eimety, the difference
between:

(a) the carrying amount (measured at the date of decognition)
and

(b)  the-sum-of(i) the consideration received (inading any new
asset obtalned less any new liability assumed)—and)—(any
comprehensive-income-(see-paragraph-55(b))

shall be recognised in profit or loss.

.. The difference between:

@)

(b)  the—sum—of (i) the consideration received for he part
derecognised (including any new asset obtained leasy new

Ilablllty assumed)and—(n)—any—eumeﬂatwe—gam—e#ess—aﬂeeated

When an entity continues to recognise an assei the extent of its
continuing involvement, the entity also recognisesan associated
liability. Despite the other measurement requiremerg in this
Standard and NZ IFRS 9, the transferred asset and # associated
liability are measured on a basis that reflects therights and
obligations that the entity has retained. The assated liability is ...

@)
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33 For the purpose of subsequent measurement, reguged changes in
the fair value of the transferred asset and the assiated liability are
accounted for consistently with each other in accaiance with
paragraph 55 and NZ IFRS 9 paragraph 5.4.1, and shianot be
offset.

34 ...The difference between:

(a) the carrying amount (measured at the date of decognition)
allocated to the part that is no longer recognisedand

(b)  the-sum-of{i) the consideration received forhte part no longer
recognised-and-(ii}-any-cumulative-gain-or-loss-alktated-to-it
| cod i o ;
paragraph-55(b))

shall be recognised in profit or loss. A cumulativegain or loss that
had been recognised in other comprehensive incomes illocated
between the part that continues to be recognised drthe part that is
no longer recognised, on the basis of the relatiiair values of those
parts.

In the section titled ‘Measurement’ the followingealeleted: the headings above
paragraphs 45, 63, 66 and 67; and paragraphs 4508652, 61 and 66—70. The
heading above paragraphs 43 and 58 and paragrapi4,447, 48, 50, 50A, 53-58
and 63 are amended as follows:

Initial measurement of financial-assets-and——
financial liabilities

43 When a—financialasset or financial liability riecognised initially, an
entity shall measure it at its fair value minussplim the case of afinancial
asset—or financial liability not at fair value tlugh profit or loss,
transaction costs that are directly attributabléhmaecgquisition-or issue of
thefinaneialasset-or financial liability.

44

47 After initial recognition, an entity shall measuee all financial liabilities
at amortised cost using the effective interest mettd, except for:

(a) financial liabilities at fair value through profit or loss. Such
liabilities, including derivatives that are liabilities, shall be
measured at fair value except for a derivative liallity that is
linked to and must be settled by delivery of an ungpoted equity
instrument whose fair value cannot be reliably meased,
which shall be measured at cost_(see Appendix A
paragraphs AG80 and AG81).
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53

54
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In determining the fair value of a financial aset or a financial liablity
for the purpose of applying this Standard, NZ IAS 326+ NZ IFRS 7
or NZ IFRS 9, an entity shall apply paragraphs AG69-A®2 of
Appendix A.

An entity: shall not reclassify a financial liablity except in accordance
with paragraphs 53 and 54.

(a) shall not reclassify ...
... after initial recognition.

The following changes in circumstances are eotassifications for the
purposes of paragraph 50:

(a) a derivative that was previously a designatetedfective hedging
instrument in a cash flow hedge or net investmedgaeao longer
qualifies as such;.

(b) a derivative becomes a designated and effectiesiging
instrument in a cash flow hedge or net investmedygbeg

(c) [deleted]

If a reliable measure becomes available for arfneialasset—or
financial liability for which such a measure was peviously not
available, and the-asset-or liability is required & be measured at fair
value if a reliable measure is available (see paregphs—46(c)—-and
47(a)), the-asset-or liability shall be remeasuredt fair value, and the
difference between its carrying amount and fair vale shall be
accounted for in accordance with paragraph 55.

If, as—a—result-of-a-change-in-intention—orabtlyor in the rare

circumstances -that a reliable measure of fair valugs no longer

available (see paragraphs—46{c)—-and 47(a))y—eorbeeethe—two
g ol vt . I :

~It
becomes—appropriate—to—carry—afinancial-asset-or ra entity shall
measure the financial liability at cost-er-amertisel-cost rather than at

fair value,; Tthe fair value carrying-amount of the financial-asset-or
the financial liability on that the date of reclasffication becomes its

new cost.-or-ameortised-cost-as-applicable-Any-prsus-gain-or-los:
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55

56

57

58

© Copyright

. . . . . . ’ .
financial-assetis subsequ_el “5. mpaired-any previs-ga g.s
essl “E.t:. alsﬁbeen eeog Hsed IF'| ot eII €0 .plellene neome
paragraph-67.

A gain or loss arising from a change in the faivalue of a-financial
asset-or financial liability measured at fair_valuethrough profit or

loss that is not part of a hedging relationship (separagraphs 89-102),
shall be recognised in profit or loss—-as-fellews

(a) A gain or loss ...

(b) ... the entity’s right to receive payment is dablished (see
IAS 18).

For finanecialassets—and financial liabilities—arried measured at
amortised cost (see paragraphs-46-and 47), a gainloss is recognised
in profit or loss when the financialasset—or finanial liability is

derecognised—er—impaired, and through the amortisabn process.
However, for financial-assets—or financial liabilites that are hedged
items (see paragraphs 78-84 and Appendix A paragraph&G98—
AG101) the accounting for the gain or loss shall fdw

paragraphs 89-102.

If an entity recognises financial assets usingetlement date
accounting (see paragraph 38 and Appendix A paragraghAG53 and
AG56), any change in the fair value of the asset toe received during
the period between the trade date and the settlemerdate is not
recognised for assets—earried-at-cost-or measured amortised cost
(other than impairment losses). For assets—eafrietheasured at fair
value, however, the change in fair value shall beecognised in profit
or loss or in other comprehensive income, as appropte under
paragraph-55 and paragraph 5.4.1 of NZ IFRS 9.

Impairment and uncollectibility of financial assets
measured at amortised cost

An entity shall assess at the end of each repanyj period whether

there is any objective evidence that a financial ast or group of

financial assets_measured at amortised cost is imjpad. If any such

evidence exists, the entity shall apply paragraph 3 {forfinancial
od isod ) » ial
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carried—at-cost)-or—paragraph—67(for—availablefor salefinancial

assets) to determine the amount of any impairmenoks.
63 If there is objective evidence that an impairmenloss on financial

assets measured-loans-and-receivables-or-held-totmrdty-investments
carried at amortised cost has been incurred, the aount of the loss is
measured as ...

Paragraph 79 is deleted and paragraphs 88(d),,&{l@nd 96(c) are amended as
follows:

88 A hedging relationship qualifies for hedge accouimg under
paragraphs 89-102 if, and only if, all of the follwing conditions are
met.

(d)  The effectiveness of the hedge can be reliabtyeasured, ie the
fair value or cash flows of the hedged item that &
attributable to the hedged risk and the fair value of the
hedging instrument can be reliably measured (see pagraphs
46-and 47(a) and Appendix A paragraphs AG80 and AG8L1 fo
guidance on determining fair value).

89 If a fair value hedge meets the conditions in pagraph 88 during the
period, it shall be accounted for as follows:

(b)  the gain or loss on the hedged item attributalel to the hedged
risk shall adjust the carrying amount of the hedgeditem and
be recognised in profit or loss. This applies if tb hedged item
is otherwise measured at cost—Receghition-of-the-igaor-loss

attributable-to-the-hedged-risk-in-profit-or-loss-pplies-ii-the
; X : ﬁ i ) o

90 If only particular risks attributable to a hedgéem are hedged,
recognised changes in the fair value of the hediged unrelated to the
hedged risk are recognised as set out in paragiagh this Standard and
paragraph 5.4.1 of NZ IFRS 9.

96

(c) if an entity’'s documented risk management sgrafor a particular
hedging relationship excludes from the assessménhedge
effectiveness a specific component of the gainoss lor related
cash flows on the hedging instrument (see paragraph35 and
88(a)), that excluded component of gain or loseegnised in
accordance with paragraph 55 of this Standard aratymgph 5.4.1
of NZ IFRS 9.

67 © Copyright



NZ IFRS 9
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Paragraphs 103L and 103M are added as follows:

103L NZ IFRS 9, issued in November 2009, amendedgpaphs 1, 9-11A, 13,
14, 26(b), 27(b), 31, 33, 34(b), 43, 44, 47, 48, BDA, 53-58, 63, 88(d),
89(b), 90, 96(c), AG3, AG3A, AGAB-AGAE, AG4H, AG4l, AGRG?29,
AG31-AG35, AG50, AG53, AG56, AG64, AG76A, AG80, AGHGS3,
AG84, AG95, AG96 and AG114(a) and deleted paragrdphd6, 50B-52,
61, 6670, 79, AG16-AG26, AG30(b), AG30(f) and AG6&68. An
entity shall apply those amendments when it applie$FRS 9.

103M At the date of initial application of NZ IFRS & entity:

(@) may designate a financial liability as measueddfair value
through profit or loss in accordance with paragr&gh)(i) of
NZ IAS 39.

(b) shall revoke its previous designation of a fiicial liability as
measured at fair value through profit or loss i€rsulesignation
was made at initial recognition in accordance withrageaph
9(b)(i) of NZ IAS 39 and such designation does ndisBathat
condition at the date of initial application of NERS 9.

(c) may revoke its previous designation of a finahdiability as
measured at fair value through profit or loss i€rsuesignation
was made at initial recognition in accordance witlrageaph
9(b)(i) of NZ IAS 39 and such designation satisfiest tcondition
at the date of initial application of NZ IFRS 9.

Such designation shall be made on the basis datie and circumstances
that exist at the date of initial application of NERS 9. That
classification shall be applied retrospectively.

Appendix A of NZ IAS 39 (Application guidande)amended as described below.

Paragraphs AG3, AG3A, AG4B-AG4E, AG4H, AG4l and AG8 amended as
follows:

AG3 ... If neither the equity method nor proportionatensolidation is
appropriate, the entity applies this Standard and INRS 9 to that
strategic investment.

AG3A This Standard and NZ IFRS 9 apply-applies to fthancial assets and
financial liabilities of insurers, other than righand obligations that
paragraph 2(e) excludes because they arise undgracts within the
scope of NZ IFRS 4.

AG4B Paragraph 9 of this Standard and paragraph fANYdFRS 9 allows an
entity to designate a financial asset, a finantiéility, or a group of
financial instruments (financial assets, finandiabilities or both) as at
fair value through profit or loss provided that mipiso results in more
relevant information.

AGA4C The decision of an entity to designate a finalresset or financial liability
as at fair value through profit or loss is simitaran accounting policy

© Copyright 68



NZ IFRS 9

choice (although, unlike an accounting policy clkogit is not required to
be applied consistently to all similar transactjon&hen an entity has
such a choice, paragraph 14(b) of NZ IA8&ounting Policies, Changes
in Accounting Estimates and Errorsquires the chosen policy to result in
the financial statements providing reliable and en@levant information
about the effects of transactions, other events eomtlitions on the
entity’s financial position, financial performanaa cash flows._For
example, in—in the case of designation of a finankability as at fair
value through profit or loss, paragraph 9 setstbattwo circumstances
when the requirement for more relevant informatiorll vlie met.
Accordingly, to choose such designation in accordamith paragraph 9,
the entity needs to demonstrate that it falls withive (or both) of these
two circumstances.

AG4D Under NZ IAS 39_and NZ IFRS 9 measurement of a Gizhrasset or
financial liability and classification of recogniehanges in its value are
determined by the item’s classification and whetteritem is part of a
designated hedging relationship. Those requiremes#s create a
measurement or recognition inconsistency (sometiraésred to as an
‘accounting mismatch’) when, for example, in theatt® of designation
as at fair value through profit or loss, a finaheisset would be classified
as_measured at fair value in accordance with NZ IBRSailableforsale

e
income) and a liability the entity considers rethteould be measured at
amortised cost (with changes in fair value not redsgd). In such
circumstances, an entity may conclude that itsnfore statements would
provide more relevant information if both the assed the liability were
classified measured as at fair value through poofibss.

AG4E The following examples show when this conditionlddae met. In all
cases, an entity may use this condition to desigfiaancial assets or
financial liabilities as at fair value through pitadr loss only if it meets
the principle in paragraph 9(b)(i) or paragraphef.5lZ IFRS 9.

(@) [deleted] An entity has liabilities ... the valaf liabilities.

(b) An entity has liabilities under insurance coatsa whose
measurement incorporates current information (amnipeed by
NZ IFRS 4, paragraph 24), and financial assetsrisicters related
that would otherwise be classified as available fate sor
measured at amortised cost.

(©

(d) An entity has financial assets, financial liélgs or both that share
a risk, such as interest rate risk, that givestasaepposite changes
in fair value that tend to offset each other arg ¢htity does not
qualify for hedge accounting because none of tegiments is a
derivative. Furthermore, in the absence of hedgewatting there
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is a significant inconsistency in the recognitidrgains and losses.
For example,:

U2

{)  the entity has financed a specified group ofrs by
issuing traded bonds whose changes in fair value ten
offset each other. If, in addition, the entity rkgly buys
and sells the bonds but rarely, if ever, buys agits she
loans, reporting both the loans and the bondsiavédue
through profit or loss eliminates the inconsisteiicythe
timing of recognition of gains and losses that wioul
otherwise result from measuring them both at anwmtis
cost and recognising a gain or loss each time al bisn
repurchased.

Paragraph 9(b)(ii): A group of financialassets; financial liabilities or
beth financial assets and financial liabilities is managed and its
performance is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy

AG4H An entity may manage and evaluate the performanic a group of
financial-assets, financial liabilities er-both dimcial assets and financial
liabilities in such a way that measuring that graidair value through
profit or loss results in more relevant informatiofhe focus in this
instance is on the way the entity manages and eealyzerformance,
rather than on the nature of its financial instratee

AG4l For example m
met—tn-all-cases, an entlty may use thls condnmmdeagnate-ﬁnaneal

assets-or financial liabilities as at fair valueotigh profit or loss-enly if it
meets the principle in paragraph 9(b)(ii) and.

(8)  Fhe-entityls-a-venture-capital-organisatiolAS-28-0FAS31.

{b)  Fthe entity has financial assets and finankéddilities that share
one or more risks and those risks are managed\aidated on a
fair value basis in accordance with a documentedtyaoif asset
and liability management. An example could be aityetttat has
issued ‘structured products’ containing multiple beuded
derivatives and manages the resulting risks oniravédue basis
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using a mix of derivative and non-derivative finehinstruments.
A-similar—financiabinstruments.

If an entity revises its estimates of paymentsegeipts, the entity shall
adjust the carrying amount of the financial assefirmncial liability (or
group of financial instruments) to reflect actuatiaevised estimated cash
flows. The entity recalculates the carrying amougt domputing the
present value of estimated future cash flows afitfencial instrument’'s
original effective interest rate or, when applicatitee revised effective
interest rate calculated in accordance with pardgggh The adjustment
is recognlsed in proflt or Ioss as income or expeﬁsa—ﬂnanelal—asset is

The heading above paragraph AG14 and paragraphs AGRAGB1-AG35 are
amended as follows and the headings above paragrsptié and AG26 and
paragraphs AG16—AG26 and AG30(b) and (f) are deleted.

Financial assets-and-financial-liabilities held for
trading

AG14 ...

AG29

AG31

AG32

Generally, multiple embedded derivatives in aglsinhybrid contract
instrument are treated as a single compound embedieivative.
However, embedded derivatives that are classified egsity (see
NZ IAS 32) are accounted for separately from thoasdified as assets or
liabilities. In addition, if an_hybrid contraet-imament has more than one
embedded derivative and those derivatives relatediféerent risk
exposures and are readily separable and indepenflesich other, they
are accounted for separately from each other.

An example of a hybrid contraetinstrument isnaricial instrument that

gives the holder a right to put the financial instent back to the issuer in
exchange for an amount of cash or other finanaséts that varies on the
basis of the change in an equity or commodity inikext may increase or
decrease (a ‘puttable instrument’). Unless the issue

In the case of a puttable instrument that capuieback at any time for
cash equal to a proportionate share of the net eakee of an entity (such
as units of an open-ended mutual fund or some limkitd investment
products), the effect of separating an embeddegiatize and accounting
for each component is to measure the hybrid contemmbined

instrament at the redemption amount that is payabl¢he end of the
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reporting period if the holder exercised its righput the instrument back
to the issuer.

AG33 The economic characteristics and risks of aneeltded derivative are
closely related to the economic characteristics &slls of the host
contract in the following examples. In these examp#n entity does not
account for the embedded derivative separately ft@host contract.

(a) An embedded derivative in which the underlyingrisinterest rate
or interest rate index that can change the amolniterest that
would otherwise be paid or received on an intereatibg host
debt contract or insurance contract is closelyteelgo the host
contract unless the hybrid contract-combined-imsént can be
settled in such a way that the holder would not recov
substantially all of its recognised investment be tembedded
derivative could at least double the holder’s atitate of return on
the host contract and could result in a rate afrrethat is at least
twice what the market return would be for a contvetit the same
terms as the host contract.

(b)

AG33A When an entity becomes a party to a hybrid @@oed) contract
instrament that contains one or more embedded atardés, paragraph 11
requires the entity to identify any such embeddedlivdtive, assess
whether it is required to be separated from the bastract and, for those
that are required to be separated, measure theatlees at fair value at
initial recognition and subsequently. These reguésts can be more
complex, or result in less reliable measures, theasuring the entire
instrument at fair value through profit or loss.rRbat reason this
Standard permits the entire hybrid contractinsemio be designated as
at fair value through profit or loss.

AG33B Such designation may be used whether paragrdphiequires the
embedded derivatives to be separated from theduwwgtact or prohibits
such separation. However, paragraph 11A would notfyud#signating
the hybrid (combined) contraet-instrament as at ¥alue through profit
or loss in the cases set out in paragraph 11A(a)@ndecause doing so
would not reduce complexity or increase reliability.

AG34 As a consequence of the principle in paragrapantdparagraph 3.1.1 of
NZ IFRS 9, an entity recognises ...

AG35 The following are examples of applying the priteiin paragraph 14 and
paragraph 3.1.1 of NZ IFRS 9:
(a)

Paragraphs AG50, AG53 and AG56 are amended as follows:

AG50 To the extent that a transfer of a financialeastoes not qualify for
derecognition, the transferee does not recognisérémsferred asset as its
asset. The transferee derecognises the cash orcoitigderation paid and
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recognises a receivable from the transferor. If ttaesferor has both a
right and an obligation to reacquire control of #rdire transferred asset
for a fixed amount (such as under a repurchaseagmt), the transferee
may measure-accountfor its receivable at amortieed if it meets the

criteria in paragraph 4.2 of NZ IFRS-9-as-aleareeeivable.

AG53 A regular way purchase or sale of financial asiet®cognised using
either trade date accounting or settlement dateusting as described in
paragraphs AG55 and AG56. An entity shall apply the sarethod-TFhe

method-used-is-applied consistently for all puresaend sales of financial
assets that are classmed in the same way in aanoedwnh NZ IFRS 9

For this purpose assets that are mandatorllv medsa]rfaw value throuqh
profit or loss-heldfortrading form a separateegaty classification from
assets designated as measured at fair value thrprgglt or loss. _In
addition, investments in equity instruments accedtbr using the option
provided in paragraph 5.4.4 of NZ IFRS 9 form a saigaclassification.

AG56 ... In other words, the change in value is not ga®d for assets
measured-carried at-cost or amortised cost; @degnised in profit or loss
for assets classified as financial assets measairddir value through
profit or loss; and it is recognised in other coetnsive income for
investments in equity instruments accounted foraagtordance with
paragraph 5.4.4 of NZ IFRS-9-assetsclassified-aladle forsale.

Paragraphs AG65-AG68 are deleted. The headings aboagragh AG64 and paragraphs
AG64 and AG76A are amended as follows:

Measurement (paragraphs 43—7065)

Initial measurement of financial-assets-and—
financial liabilities (paragraph 43)

AG64 The fair value of a financiaknstrament liatyilion initial recognition is
normally the transaction price (ie the fair valdah® consideration-given
or received, see also paragraph AG76). However, if mdrtthe
consideration given or received is for somethingeotthan the financial
instrument_liability, the fair value of the finaatinstrament liability is
estlmated usmg a valuat|on technique (see papbgrAGM AG79)—For
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AG76A The subsequent measurement of the financiet assfinancial liability

and the subsequent recognition of gains and ladsdkbe consistent with
the requirements of this Standard or NZ IFRS 9 gwraguiate. The
application ...

The heading above paragraph AG80 and paragraphs AGBR@B81 are amended as

follows:

No active market: derivatives on unquoted equity
instruments

AG80

AG81

The fair value of-investments—in—equity-instrmsethat-do—not-have a
guoted-marketprice-in-an-active-market and ddrigatthat are linked to
and must be settled by delivery ef-sueh an unquetpdty instruments
(see paragraphs—46{c)}—and 47(a)) is reliably mabtarif (a)the
variability in the range of reasonable fair valséiraates is not significant
for that instrument or (b) the probabilities of tharious estimates within
the range can be reasonably assessed and usdithiatieg fair value.

There are many situations in which the varigbiiit the range of
reasonable fair value estimates-of-investmentsisitginstruments-that
do-not-have-a-guoted-market-price-and derivatikias dre linked to and

must be settled by delivery ef-sueh an unquotedtgdgustruments (see
paragraphs-46{c}-and 47(a)) is likely not to beigicant. Normally it is
possible to estimate the fair value_of such deinestafinancial-asset that
an entity has acquired from an outside party. Howeifethe range of
reasonable fair value estimates is significant tred probabilities of the
various estimates cannot be reasonably assesseshtian is precluded
from measuring the instrument at fair value.

The headings above paragraph AG84 and paragraphs A@B3@84 are amended as

follows:

AG83 An entity applies NZ IAS 21 te-financial-assets éindncial liabilities

that are monetary items in accordance with NZ IAS 2d @enominated

in a foreign currency. Under NZ IAS 21, any foreigewleange gains and
losses on-menetary-assets-and monetary liabiitiesecognised in profit
or loss. An exception is a monetary item that iSgieged as a hedging
instrument in either a cash flow hedge (see paphgr@5-101) or a hedge
of a net investment (see paragraph 102)—Ferthpoge-ofrecognising
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exchange—component. If there is a hedging relatipnbetween a non-
derivative monetary asset and a non-derivative aondiability, changes

in the foreign currency component of those finanaestruments are
recognised in profit or loss.

Impairment and uncollectibility of financial assets  _
measured at amortised cost (paragraphs 58—7065)__

. ol iod ised
{paragraphs-63—65)-

AG84 Impairment of a financial asset—carried measwke@dmortised cost is
measured using the financial instrument’s origietiéctive interest rate
because discounting at the current market ratatefést would, in effect,
impose fair value measurement on financial asdeit are otherwise
measured at amortised cost. If the terms of a &imhmsset measured at
amortised cost—lean—receivable—or—held-to-matutiyestment are
renegotiated or otherwise modified because of firmtifficulties of the
borrower or issuer, impairment is measured usingottiginal effective
interest rate before the modification of terms.Cl@ws relating to short-
term receivables are not discounted if the effettdscounting is
immaterial. If a financial asset measured at amsedticostlean,+eceivable
or-held-to-maturity-investment has a variable ieserrate, the discount
rate for measuring any impairment loss under papy63 is the current
effective interest rate(s) determined under thetragh As a practical
expedient, a creditor may measure impairment ofinantial asset
measured—earried at amortised cost on the bas@& dhstrument’s fair
value using an observable market price. The cdlionleof the present
value of the estimated future cash flows of a cetkdised financial asset
reflects the cash flows that may result from foreate less costs for
obtaining and selling the collateral, whether orfootclosure is probable.

Paragraphs AG95 and AG96 are amended as follows:
AG95 A financial asset measured—held-to-maturity —itmest—carried at

amortised cost may be designated as a hedgingiinetit in a hedge of
foreign currency risk.

AG96 -An-investmentin-an A derivative that is linkedated must be settled by

delivery of unquoted equity instruments and is cairied at fair value
because its fair value cannot be rellably mease;ed—dewaﬂve—that—ls

mstr-ument (see paragraphs—%(e)- and 47(a)) cahacnle3|gnated as a
hedging instrument.
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Paragraph AG114(a) is amended as follows:
AG114...

(a) As part of its risk management process the yeidientifies a
portfolio of items whose interest rate risk it wisheshedge. The
portfolio may comprise only assets, only liabiktier both assets
and liabilities. The entity may identify two or mopertfolios-{eg
the-entity-may-group-its—available-for-sale-ass$ets-a separate
portfelie), in which case it applies the guidancdobeto each

portfolio separately.

In the heading above paragraph AG133, the refereac&dragraphs 103-108B’ is
amended to ‘paragraphs 103—-108C’.

NZ IFRIC 10 Interim Financial Reporting and Impairment

C29 In the rubric the reference to ‘paragraphs lisl@mended to ‘paragraphs 1-11'.
In the ‘References’ section, a reference to NZ IFRSnancial Instrumentss
added. Paragraphs 1, 2, 7 and 8 are amended, g@inadrl is added and
paragraphs 5 and 6 are deleted as follows:

1

11

© Copyright

An entity is required to assess goodwill for impeEnt at the end of each
reportlng perlod—te—assess—tm;estmems—m—eqmmmmems—and—m

ing
peried and, if required, to recognise an impairnmess at that date in
accordance with NZ IAS 36-and-NZIAS 39. However, ...

The Interpretation addresses the interaction ketviee requirements of
NZ IAS 34 and the recognition of impairment losses gmodwill in
NZ IAS 36 -andcertain-financial-assets - NZIAS 3] ame effect of
that interaction on subsequent interim and anrinahtial statements.

The Interpretation addresses the following issue:

Should an entity reverse impairment losses recedniis an interim period on
goodwill and-investments-in-equity-instruments-amdinancial-assets—carried
at-eost if a loss would not have been recognised, smaller loss would have
been recognised, had an impairment assessmentizonly at the end of a
subsequent reporting period?

An entity shall not reverse an impairment losgadised in a previous
interim period in respect of goodwill or an investrhén either an equity
instrument or a financial asset carried at cost.

NZ IFRS 9, issued in November 2009, amended paphgrl, 2, 7 and 8
and deleted paragraphs 5 and 6. An entity shallyabplse amendments
when it applies NZ IFRS 9.
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NZ IFRIC 12 Service Concession Arrangements
C30 In the ‘References’ section, a reference to RB 9Financial Instrumentss
added. Paragraphs 23-25 are amended and para@@p added as follows:

23 NZ IASs 32 and 39 and NZ IFRSs 7 and 9 apply tdfittencial asset
recognised under paragraphs 16 and 18.

24 The amount due from or at the direction of trentpr is accounted for in
accordance with NZ IFRS-9-NZ1AS-39 as:

(a) at amortised cost-a-lean-orreceivable; or

(b) measured at fair value through profit or lessasailable-for-sale
financial-assetor.

@ if lesi Lo ition, i £air
| | f it 4 it £ Hication
are-met.

25 If the amount due from the grantor is accouritedeitheras—a-lean-or
receivable—or—as—an—available-for-salefinanciaedst amortised cost,
NZ IFRS 9-NZ-1AS-39 requires interest calculated uding effective
interest method to be recognised in profit or loss.

28A NZ IFRS 9, issued in November 2009, amendedgpaphs 23—-25. An
entity shall apply those amendments when it appigsFRS 9.

Amendment to the Framework for Differential Reporting

for Entities Applying the New Zealand Equivalents to

International Financial Reporting Standards Reporting

Regime

NZ C31 In Appendix 1 of théramework for Differential Reporting for Entities Aping
the New Zealand Equivalents to International Finahdreporting Standards

Reporting Regimender the section entitled ‘Full Compliance (No Diffetial
Reporting Concessions)’, the following sentenceldf®bhdded:

FULL COMPLIANCE (No Differential Reporting Concessions)

Qualifying entities must comply with all the provie®in the following standards:
NZ IFRS 80perating Segments

NZ IFRS 9Financial Instruments

FRS-43Summary Financial Statements
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