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New Zealand Equivalent to International Accountingn8tad 1Presentation of Financial
Statement§NZ IAS 1)is set out in paragraphs 1-140 and Appendices ABanNZ IAS 1

is based on International Accounting StandarBrésentation of Financial Statements
(IAS 1), as revised by the International Accountirtgn@ards Board (IASB) in 2007. All
the paragraphs have equal authority. NZ IAS 1 gshbalread in the context of its objective
and the IASB’s Basis for Conclusions on IAS 1, the N2ealand Preface and the
New Zealand Equivalent to the IASBamework for the Preparation and Presentation of
Financial StatementdNZ Frameworl. NZ IAS 8 Accounting Policies, Changes in
Accounting Estimates and Erropovides a basis for selecting and applying actogn
policies 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 ahdratlements. NZ IAS Bresentation of
Financial Statementgas revised in 2007) paragraph 5 explains thatientother than
profit-oriented entities applying the Standard magd to amend the descriptions used for
particular line items in the financial statementsl for the financial statements themselves.
For example, profit/loss may be referred to as lsgfdeficit and capital or share capital
may be referred to as equity.
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Introduction

IN1

International Accounting Standard Bresentation of Financial Statements
(IAS 1) replaces IAS Presentation of Financial Statemerftevised in 2003) as

amended in 2005. IAS 1 sets overall requirementthpresentation of financial

statements, guidelines for their structure and mmimh requirements for their

content.

Reasons for revising IAS 1

IN2

IN3

IN4

The main objective of the International AccougtiBtandards Board in revising
IAS 1 was to aggregate information in the financtatements on the basis of
shared characteristics. With this in mind, the IA88nsidered it useful to

separate changes in equity (net assets) of ary ehitng a period arising from

transactions with owners in their capacity as owfrers other changes in equity.
Consequently, the IASB decided that all owner charigesquity should be

presented in the statement of changes in equifyarately from non-owner

changes in equity.

In its review, the IASB also considered FASB StaamNo. 130Reporting
Comprehensive Incom@&FAS 130) issued in 1997. The requirements in IAS 1
regarding the presentation of the statement of cehgmsive income are similar
to those in SFAS 130; however, some differences remad those are identified
in paragraph BC106 of the Basis for Conclusions.

In addition, the IASB'’s intention in revising IABwas to improve and reorder
sections of IAS 1 to make it easier to read. The IAS&bjective was not to
reconsider all the requirements of IAS 1.

Main features of NZ IAS 1

INS

ING

IN7

NZ IAS 1 (as revised in 2007) is based on IAS lréassed in 2007). NZ IAS 1
affects the presentation of owner changes in eguitiof comprehensive income.
It does not change the recognition, measurementisclosure of specific
transactions and other events required by otherR¥RSE.

NZ IAS 1 requires an entity to present, in a stegst of changes in equity, all
owner changes in equity. All non-owner changes initgqiie comprehensive
income) are required to be presented in one staeafecomprehensive income
or in two statements (a separate income statemedt anstatement of
comprehensive income). Components of compreheirsbegne are not permitted
to be presented in the statement of changes inyequi

NZ IAS 1 requires an entity to present a statenoérfinancial position as at the
beginning of the earliest comparative period in anplete set of financial
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IN8

IN9

statements when the entity applies an accountingyptrospectively or makes
a retrospective restatement, as defined in NZ IA4&&unting Policies, Changes
in Accounting Estimates and Errorer when the entity reclassifies items in the
financial statements.

NZ IAS 1 requires an entity to disclose reclassifion adjustments and income
tax relating to each component of other comprelenisicome. Reclassification
adjustments are the amounts reclassified to poofibss in the current period that
were previously recognised in other comprehensigerire.

NZ IAS 1 requires the presentation of dividendsogmised as distributions to
owners and related amounts per share in the statehehanges in equity or in
the notes. Dividends are distributions to ownershiirtcapacity as owners and
the statement of changes in equity presents all pelr@nges in equity.

Changes from previous requirements

IN10O

IN11

IN12

IN13

10

The main changes from the previous version o AZ 1 are described below.

A complete set of financial statements

The previous version of NZ IAS 1 used the titleslance sheet’ and ‘cash flow
statement’ to describe two of the statements withoomplete set of financial
statements. NZ IAS 1 uses ‘statement of financialitipms and ‘statement of
cash flows’ for those statements. The new titlesctfinore closely the function
of those statements, as described in the FNi#nework (see
paragraphs BC14-BC21 of the IASB’s Basis for Coriohs).

NZ IAS 1 requires an entity to disclose compagatnformation in respect of the

previous period, ie to disclose as a minimum tweath of the statements and
related notes. It introduces a requirement to ohelin a complete set of financial
statements a statement of financial position athatbeginning of the earliest
comparative period whenever the entity retrospelgtiegplies an accounting

policy or makes a retrospective restatement ofstemits financial statements, or
when it reclassifies items in its financial statetsehe purpose is to provide
information that is useful in analysing an entityfimancial statements (see
paragraphs BC31 and BC32 of the IASB’s Basis forallmions).

Reporting owner changes in equity and
comprehensive income

The previous version of NZIAS 1 required the sprgation of an income
statement that included items of income and expesmmgnised in profit or loss.
It required items of income and expense not resm@ghin profit or loss to be
presented in the statement of changes in equiggtiher with owner changes in
equity. It also labelled the statement of changegdquity comprising profit or
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loss, other items of income and expense and tleetsfbf changes in accounting
policies and correction of errors as ‘statememneobgnised income and expense’.
NZ IAS 1 now requires:

(a) all changes in equity arising from transactiomith owners in their
capacity as owners (ie owner changes in equity) torbsented separately
from non-owner changes in equity. An entity is notngiged to present
components of comprehensive income (ie non-ownenggsin equity)
in the statement of changes in equity. The purpsge provide better
information by aggregating items with shared chamstics and
separating items with different characteristics (samgraphs BC37 and
BC38 of the IASB’s Basis for Conclusions).

(b) income and expenses to be presented in onerstat (a statement of
comprehensive income) or in two statements (a sepBreome statement
and a statement of comprehensive income), separdtem owner
changes in equity (see paragraphs BC49-BC54 ofAB8’s Basis for
Conclusions).

(c) components of other comprehensive income todisplayed in the
statement of comprehensive income.

(d) total comprehensive income to be presenteddrfibancial statements.

Other comprehensive income—reclassification
adjustments and related tax effects

NZ IAS 1 requires an entity to disclose incomerlating to each component of
other comprehensive income. The previous versioNDfAS 1 did not include
such a requirement. The purpose is to provide wsighstax information relating
to these components because the components oftentdvarates different from
those applied to profit or loss (see paragraphs BBE&68 of the IASB’s Basis
for Conclusions).

NZ IAS 1 also requires an entity to disclose assification adjustments relating
to components of other comprehensive income. Rsfilzetion adjustments are
amounts reclassified to profit or loss in the cotngeriod that were recognised in
other comprehensive income in previous periods. purpose is to provide users
with information to assess the effect of such reifmsitions on profit or loss (see
paragraphs BC69-BC73 of the IASB’s Basis for Coriohs).

Presentation of dividends

The previous version of NZIAS 1 permitted distiee of the amount of
dividends recognised as distributions to equityded (now referred to as
‘owners’) and the related amount per share in theorire statement, in the
statement of changes in equity or in the notes. A1 requires dividends
recognised as distributions to owners and relateduats per share to be
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presented in the statement of changes in equity tite notes. The presentation
of such disclosures in the statement of comprekierisicome is not permitted
(see paragraph BC75 of the IASB’s Basis for Conolus)j. The purpose is to
ensure that owner changes in equity (in this cas#rjliitions to owners in the
form of dividends) are presented separately from-omwner changes in equity
(presented in the statement of comprehensive income

New Zealand specific changes

IN17

IN18

12

All entities

In adopting IAS 1 for application as NZ IAS 1 ttelowing changes have been
made in respect of all entities. NZ IAS 1:

@)
(b)

©

(d)

(e)

®
(@

includes additional definitions (paragraph NZ)8.

explains that financial statements may be ghbeli as part of a financial
report which includes financial statements, nonsiial statements such
as statements of service performance and supplamyentformation
which is additional to the information in financiand non-financial
statements (paragraph NZ 14.1);

requires that an entity disclose the statubase under which the financial
statements are prepared (where applicable), thgrdg®in of the entity
as a profit-oriented entity or a public benefit ignt details of any
differential reporting concessions applied and risses regarding
compliance with Generally Accepted Accounting Pradticdew Zealand
(NZ GAAP) (paragraphs NZ 15.1 to NZ 15.3 and NZ 114.1);

notes that the Financial Reporting Act 1993he televant regulatory
framework for many entities in New Zealand (paragrajizs19.1 and
NZ 19.2);

requires that an entity that has publishedgeotve financial statements
shall present a comparison of the prospective @izdustatements with the
historical financial statements for the relevantqu (paragraphs NZ 46.1
and NZ 46.2);

requires the disclosure of fees to auditors addnations made
(paragraphs NZ 105.1 and NZ 105.2); and

where an entity prepares a statement of semp@éormance, includes
requirements  for the  presentation of such  statesnent
(paragraphs NZ 138.1 to NZ 138.10).

Profit-oriented entities, other than qualifyingntities applying differential

reporting concessions, that comply with NZ IAS 1 wilingltaneously be in

compliance with IAS 1. Such entities will also beeatdl assert compliance with
IFRSs as required by paragraph 15.

© Copyright
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IN20

IN21

IN22
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Public benefit entities

In adopting IAS 1 for application as NZ IAS 1 tlelowing changes have been
made in respect of public benefit entities. NZ IAS 1

(a) includes additional definitions specific to fiab benefit entities
(paragraphs NZ 8.2 and NZ 8.3);

(b) does not require that public benefit entitiessent a statement of financial
position as at the beginning of the earliest compag period in the
circumstances required by paragraph 10(f) and 39(c)

(c) includes additional guidance on assessing whetheentity is a going
concern (paragraphs NZ 26.1 and NZ 26.2); and

(d) permits public benefit entities that have edecto disclose expenses using
the function of expense method to disclose expedsssified by output
(paragraph NZ 103.1).

Public benefit entities that elect to apply tfedlowing paragraphs will not
comply with the requirements of IAS 1:

(@) paragraph NZ 10.1 which allows a public benefiitgno not provide a
statement of financial position as at the beginnioflg the earliest
comparative period when it would otherwise be requlired

(b) paragraph NZ 16.1 which does not require puiicefit entities to assert
compliance with IFRSs; and

(c) paragraph NZ 103.1 which varies the requirementparagraph 103 in
respect of disclosure of expenses.

NZ IAS 1 acknowledges that public benefit entitreay not be in compliance
with IFRSs and exempts them from asserting compdiandth |FRSs
(paragraphs NZ 16.1 and NZ 16.2).

Qualifying entities

NZ IAS 1 defines qualifying entities (paragraph 812). Qualifying entities are
given several concessions to the specific requingsnef this Standard (as
identified in the Standard). Qualifying entitiespaping these concessions will
not comply with IAS 1.

NZ IAS 1 acknowledges that qualifying entities lgp differential reporting
concessions will not be in compliance with IFRSs ax@mpts them from
asserting compliance with IFRSs (paragraph NZ 16.3).

13 © Copyright



NZ IAS 1

New Zealand Equivalent to International
Accounting Standard 1

Presentation of Financial Statements
(NZ IAS 1)

Objective

1 This Standard prescribes the basis for presentatif general purpose
financial statements to ensure comparability boith whe entity’s financial
statements of previous periods and with the firenstatements of other
entities. It sets out overall requirements for gresentation of financial
statements, guidelines for their structure and mmimn requirements for their
content.

Scope

2 An entity shall apply this Standard in preparing and presenting general
purpose financial statements in accordance with NewZealand
equivalents to International Financial Reporting Sandards (NZ IFRSS).

3 Other NZIFRSs set out the recognition, measun¢nend disclosure
requirements for specific transactions and othentss

4 This Standard does not apply to the structure eomtent of condensed
interim financial statements prepared in accordamite NZ IAS 34 Interim
Financial Reporting However, paragraphs 15-35 apply to such financial
statements. This Standard applies equally to dities including those that
present consolidated financial statements and thlbae present separate
financial statements as defined in NZ IAS €onsolidated and Separate
Financial Statements

5 This Standard uses terminology that is suitablepirofit-oriented entities,
including public sector business entities. If @éesit with not-for-profit
activities in the private sector or the public seapply this Standard, they
may need to amend the descriptions used for péatidine items in the
financial statements and for the financial stateémemselves.

6 Similarly, entities that do not have equity afirdsl in NZ IAS 32Financial
Instruments: Presentatiofeg some mutual funds) and entities whose share
capital is not equity (eg some co-operative ersfitimay need to adapt the
financial statement presentation of members’ othahilers’ interests.

14 © Copyright
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Qualifying Entities

NZ 6.1

NZ 6.2

NZ 6.3

NZ 6.4

Entities which qualify for differential reporting concessions in accordance
with the Framework for Differential Reporting for Entities Applying the New
Zealand Equivalents to International Financial Reporting Standards
Reporting Regime (2005) and which elect to account for income taxemder
the income taxes payable method, as permitted by NAS 12 |ncome
Taxes, are not required to disclose the amount of incoméax relating to
each component of other comprehensive income, as quéred by
paragraph 90 of this Standard.

(&) Qualifying entities applying this concessionhat present components|
of other comprehensive income net of related tax fefcts shall
disclose the aggregate amount of income tax relagno components
of other comprehensive income in the notes.

(b) Qualifying entities applying this concessionhiat present components|
of other comprehensive income before related tax fetts with one
amount shown for the aggregate amount of income taselating to
those components are not required to disclose tlanount of income
tax relating to each component of other compreheng income.

Qualifying entities are not required to pregnt a statement of changes ir
equity in accordance with paragraph 106 in the fobwing circumstances:

(&) there have been no transactions between thetiy and the entity’s
owners in their capacity as owners during the currat or previous
period; and

(b) there have been no adjustments to the openirzplance of retained
earnings for the current or previous period.

A qualifying entity that does not comply with paragraph 106 shall include
in its financial statements a statement to this eétct and the reasons why.

Qualifying entities are not required to distose write-downs of inventories
to net realisable value and reversals of such writdowns as required in
paragraph 98(a). Qualifying entities are still reqired to disclose write-
downs of property, plant and equipment to recoverale amount and
reversals of such write-downs in accordance with pagraph 98(a).

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

© Copyright 15
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NZ 6.5 Qualifying entities that apply an accountingoolicy retrospectively or make
a retrospective restatement of items in their finanial statements or
reclassify items in their financial statements, are@equired to prepare only
the two statements of financial position required aithe end of the current
period and at the end of the previous period and a& not required to
prepare a third statement of financial position atthe beginning of the
earliest comparative period as required in paragrap 39(c).

Definitions
7 The following terms are used in this Standard wh the meanings
specified:

General purpose financial statements (referred to as ‘financial
statements’) are those intended to meet the needsusers who are not in
a position to require an entity to prepare reports tailored to their
particular information needs.

Impracticable Applying a requirement is impracticable when the atity
cannot apply it after making every reasonable effdrto do so.

International Financial Reporting Standards (IFRSs) are Standards and
Interpretations adopted by the International Accourting Standards
Board (IASB). They comprise:

(&) International Financial Reporting Standards;
(b) International Accounting Standards; and

(c) Interpretations developed by the International Financial
Reporting Interpretations Committee (IFRIC) or the former
Standing Interpretations Committee (SIC).

Material Omissions or misstatements of items are materiaf they could,

individually or collectively, influence the economt decisions that users
make on the basis of the financial statements. Matality depends on the

size and nature of the omission or misstatement jugd in the

surrounding circumstances. The size or nature of th item, or a
combination of both, could be the determining facto

Assessing whether an omission or misstatementdcimfluence economic
decisions of users, and so be material, requiressideration of the
characteristics of those users. The New Zealandiviigmt to the
International Accounting Standards Boar8&tsmmework for the Preparation
and Presentation of Financial Statemen(blZ Frameworf states in
paragraph 25 that ‘users are assumed to have anad@le knowledge of
business and economic activities and accountingaandlingness to study
the information with reasonable diligence.” Therefothe assessment needs
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to take into account how users with such attributesld reasonably be
expected to be influenced in making economic decssi

Notes contain information in addition to that presentedin the statement
of financial position, statement of comprehensive ncome, separate
income statement (if presented), statement of chaeg in equity and
statement of cash flows. Notes provide narrative deriptions or

disaggregations of items presented in those statente and information

about items that do not qualify for recognition inthose statements.

Other comprehensive income comprises items of income and expense
(including reclassification adjustments) that are ot recognised in profit
or loss as required or permitted by other NZ IFRSs.

The components of other comprehensive income ieclud

(@ changes in revaluation surplus (see NZ IASPtéperty, Plant and
Equipmentand NZ IAS 38ntangible Asse)s

(b) actuarial gains and losses on defined bendéihsp recognised in
accordance with paragraph 93A of NZ IASH®ployee Benefits

(c) gains and losses arising from translating tharfcial statements of a
foreign operation (see NZ IAS Zlhe Effects of Changes in Foreign
Exchange Ratés

(d) gains and losses on remeasuring availabledlerfinancial assets (see
NZ IAS 39Financial Instruments: Recognition and Measurerjient

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

Owners are holders of instruments classified as equity.

Profit or loss is the total of income less expenses, excludingeth
components of other comprehensive income.

Reclassification adjustments are amounts reclassified to profit or loss in
the current period that were recognised in other comprehensive income
in the current or previous periods.

Total comprehensive income is the change in equity during a period
resulting from transactions and other events, othethan those changes
resulting from transactions with owners in their cgacity as owners.

Total comprehensive income comprises all componaiigrofit or loss’ and
of ‘other comprehensive income’.

Although this Standard uses the terms ‘other cetrgmsive income’, ‘profit
or loss’ and ‘total comprehensive income’, an gntitay use other terms to
describe the totals as long as the meaning is.df@arexample, an entity may
use the term ‘net income’ to describe profit oslos

© Copyright 17
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All Entities

NZ 8.1

The following terms are used in this Standar with the meanings specified:

Inputs are the resources used to produce the goods and\éees which are
the outputs of the entity.

New Zealand equivalents to International Financial Reporting Standards
(NZ IFRSs) are Standards and Interpretations approed by the Accounting
Standards Review Board (ASRB) comprising New Zealand egvalents to:

(a) International Financial Reporting Standards;
(b) International Accounting Standards; and
(c) International Interpretations.

Outcomes are the impacts on, or consequences for, the commity resulting
from the existence and operations of the entity.

Outputs are the goods and services produced by the entity.

NZ 8.2

NZ 8.3

Public Benefit Entities

The following terms are used in this Standat with the meaning specified:

Material In addition to the definition of “Material” given in paragraph 7,
omissions or misstatements of items are material they could, individually
or collectively, influence the decisions or assesents of users made on the
basis of the financial statements.

Public benefit entities are reporting entities whose primary objective isto

provide goods or services for community or social dnefit and where any
equity has been provided with a view to supportinghat primary objective

rather than for a financial return to equity holders.

Owners In the context of this Standard “owners” may alsomean those with
equity interests established by other mechanisms sl as deed or statute.

Qualifying Entities

NZ 8.4

The following term is used in this Standardvith the meaning specified:

Qualifying entities are entities which meet the requirements of the
Framework for Differential Reporting for Entities Applying the New Zealand
Equivalents to International Financial Reporting Standards Reporting Regime
to qualify for differential reporting concessions n standards.

8A

18

The following terms are described in NZ IAS Bnancial Instruments:
Presentationand are used in this Standard with the meaningifige in
NZ IAS 32:

€) puttable financial instrument classified as aquity instrument
(described in paragraphs 16A and 16B of NZ IAS 32)

(b) an instrument that imposes on the entity arigahibn to deliver to
another party a pro rata share of the net assetiseoéntity only on
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liquidation and is classified as an equity instramédescribed in
paragraphs 16C and 16D of NZ IAS 32).

Financial statements

10

Purpose of financial statements

Financial statements are a structured repregamtaf the financial position

and financial performance of an entity. The objexf financial statements
is to provide information about the financial pasit financial performance
and cash flows of an entity that is useful to aemdnge of users in making
economic decisions. Financial statements also shwmav results of the

management’s stewardship of the resources entrustél To meet this

objective, financial statements provide informatarout an entity’s:

(a) assets;

(b) liabilities;

(c)  equity;

(d) income and expenses, including gains and lpsses

(e) contributions by and distributions to owners their capacity as
owners; and

)] cash flows.

This information, along with other information ihet notes, assists users of
financial statements in predicting the entity’'suf@ cash flows and, in
particular, their timing and certainty.

Complete set of financial statements

A complete set of financial statements comprises

(&) a statement of financial position as at the endf the period,;
(b) a statement of comprehensive income for the ped;
(c) astatement of changes in equity for the period

*(d) a statement of cash flows for the period;

(e) notes, comprising a summary of significant accmting policies
and other explanatory information; and

*(f) a statement of financial position as at the bginning of the earliest
comparative period when an entity applies an accodimg policy
retrospectively or makes a retrospective restatemérof items in its
financial statements, or when it reclassifies item its financial
statements.
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An entity may use titles for the statements otherhtan those used in this
Standard.

Public Benefit Entities
NZ 10.1 Public benefit entities are not required tqresent a statement of financial

position as at the beginning of the earliest compative period in the
circumstances required by paragraph 10(f) and paragaph 39(c).

11

12

13

14

An entity shall present with equal prominence &l of the financial
statements in a complete set of financial statememnt

As permitted by paragraph 81, an entity mayerethe components of profit
or loss either as part of a single statement ofpzehensive income or in a
separate income statement. When an income statesnprésented it is part
of a complete set of financial statements and dielllisplayed immediately
before the statement of comprehensive income.

Many entities present, outside the financialesteents, a financial review by
management that describes and explains the matorésaof the entity’s

financial performance and financial position, ahe principal uncertainties it
faces. Such a report may include a review of:

(&) the main factors and influences determiningriial performance,
including changes in the environment in which théte operates, the
entity’s response to those changes and their eféedd the entity’s
policy for investment to maintain and enhance feialnperformance,
including its dividend policy;

(b) the entity’'s sources of funding and its tardetatio of liabilities to
equity; and

(c) the entity’'s resources not recognised in treestent of financial
position in accordance with NZ IFRSs.

Many entities also present, outside the findnstatements, reports and
statements such as environmental reports and vatided statements,
particularly in industries in which environmentaicfors are significant and
when employees are regarded as an important usemp.giReports and
statements presented outside financial statemestoutside the scope of
NZ IFRSs.

All Entities
NZ 14.1 Financial statements may be published asapg of a financial report

which includes financial statements, non-financialstatements such as
statements of service performance and supplementarynformation
which is additional to the information in financial and non-financial
statements.

20
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General features

Fair presentation and compliance with IFRSs

15 Financial statements shall present fairly the fiancial position, financial
performance and cash flows of an entity. Fair presgation requires the
faithful representation of the effects of transactins, other events and
conditions in accordance with the definitions and ecognition criteria for
assets, liabilities, income and expenses set outtire NZ Framework. The
application of NZ IFRSs, with additional disclosurewhen necessary, is
presumed to result in financial statements that adeve a fair

presentation.
All Entities
NZ 15.1 An entity shall disclose in the notes:

@ the statutory base, if any, under which the fiancial statements are
prepared;

(b) whether, for the purposes of complying with Geerally Accepted
Accounting Practice in New Zealand (NZ GAAP), it isa profit-
oriented or public benefit entity;

(c) if, for the purposes of complying with NZ GAAR it is a qualifying
entity and has applied differential reporting concasions. In
accordance with NZ IAS 8, such an entity shall didose the criteria
which establish the entity as a qualifying entity dr differential
reporting and the extent to which the entity has aplied available
differential reporting concessions; and

(d) a statement that the financial statements haveeen prepared in

accordance with NZ GAAP, together with a descriptio of the
financial reporting standards applied by the entity.
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NZ 15.2

NZ 15.3

A number of entities are required by legjisin (for example, the Financia
Reporting Act 1993 and the Public Finance Act 1989)prepare general
purpose financial statements that comply with GAAPThe legislative
definitions of GAAP in these Acts refer to financieporting standards
which have been approved by the ASRB. Financigbnting standards
approved by the ASRB include NZ IFRSs, and otheraktial Reporting
Standards. NZ IFRSs contain requirements and go@apecific to certain
types of entities and provide concessions in i@hato entities qualifying for
differential reporting. An entity asserting congpice with NZ GAAP
therefore needs to describe for readers the fiahneporting standards that
have been applied by the entity. For example:

@ a profit-oriented entity not applying diffeteth reporting concessions
would state: “The financial statements have beeepared in
accordance with NZ GAAP. They comply with NZ IFR@&sd other
applicable Financial Reporting Standards, as apiatepfor profit-
oriented entities”;

(b) a public benefit entity not applying differattreporting concessions
would state: “The financial statements have beeepared in
accordance with NZ GAAP. They comply with NZ IFR@&sd other
applicable Financial Reporting Standards, as apjatepfor public
benefit entities”; and

(©) an entity qualifying for differential reportinand applying differential
reporting concessions would state: “The finandi@lesnents have begn
prepared in accordance with NZ GAAP. They compithWZ IFRSs
and other applicable Financial Reporting Standaadsappropriate for
profit-oriented entities/public benefit entitiesatqualify for and apply
differential reporting concessions”.

An entity shall not assert compliance wittNZ IFRSs, and other applicable
Financial Reporting Standards, as appropriate for hat entity unless the
financial statements comply with all the relevant equirements of those
standards.

16

22

An entity whose financial statements comply witiFRSs shall make an
explicit and unreserved statement of such compliamcin the notes. An
entity shall not describe financial statements asotnplying with IFRSs
unless they comply with all the requirements of IFFSs.

© Copyright



NZIAS 1

Public Benefit Entities
NZ 16.1 Public benefit entities are not required tacomply with the requirements of

NZ 16.2 Public benefit entities are permitted teseat compliance with IFRS

paragraph 16.

However, public benefit entities applying New Zealeequivalents to IFRS
may not be in compliance with IFRSs in circumstanadere public benefi
entity considerations have led to requirements #natinconsistent with th
corresponding IFRS requirement.

D~ 0 O

Qualifying Entities
NZ 16.3 Qualifying entities applying differentiaéporting concessions will not be |n

—

compliance with IFRSs and therefore shall not cgragth the requirements
paragraph 16. Qualifying entities which are profiented entities and whic
have elected not to apply any of the differengéglarting concessions availaljle
in the Framework for Differential Reportingire required to comply wit
paragraph 16.

=

=

17

18

19

In virtually all circumstances, an entity acl@sva fair presentation by
compliance with applicable NZ IFRSs. A fair presdiain also requires an
entity:

(@) to select and apply accounting policies in agaoce with NZ IAS 8
Accounting Policies, Changes in Accounting Estimaad Errors
NZ IAS 8 sets out a hierarchy of authoritative guide that
management considers in the absence of an NZ IR&Specifically
applies to an item.

(b)  to present information, including accountindiges, in a manner that
provides relevant, reliable, comparable and undedstble
information.

(c) to provide additional disclosures when commp@mwith the specific
requirements in NZ IFRSs is insufficient to enalers to understand
the impact of particular transactions, other evemtd conditions on
the entity’s financial position and financial perftance.

An entity cannot rectify inappropriate accounting policies either by
disclosure of the accounting policies used or by s or explanatory
material.

In the extremely rare circumstances in which maagement concludes
that compliance with a requirement in an NZIFRS wald be so
misleading that it would conflict with the objective of financial
statements set out in the NZ&ramework, the entity shall depart from that
requirement in the manner set out in paragraph 20 fi the relevant
regulatory framework requires, or otherwise does nb prohibit, such a
departure.
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All Entities

NZ 19.1 The Financial Reporting Act 1993 estabkshiae relevant regulator
framework for many entities in New Zealand. It as example of a
regulatory framework which prohibits departurestirthe requirements in a
NZ IFRSs as described in paragraph 19. Where &ty ém subject to the
requirements of the Financial Reporting Act and siders that financia
statements prepared in accordance with NZ IFRSsappticable Financia
Reporting Standards do not give a true and faw\oé the matters to which
they relate, an entity shall apply the requiremaetsout in paragraph 23 and
disclose the information and explanations requingthe Financial Reporting
Act.

NZ 19.2 Entities which are required to prepareritial statements in accordance wjth
a regulatory framework other than the Financial dtépg Act will need to
ascertain whether that regulatory framework permitprohibits departure
from the requirements of NZ IFRSs in the circumstn described i
paragraph 19. T

<

>

uy

20 When an entity departs from a requirement of an NZIFRS in
accordance with paragraph 19, it shall disclose:

(a) that management has concluded that the finandiastatements
present fairly the entity’s financial position, financial performance
and cash flows;

(b) that it has complied with applicable NZ IFRSs,except that it has
departed from a particular requirement to achieve a fair
presentation;

(c) the title of the NZ IFRS from which the entity has departed, the
nature of the departure, including the treatment that the
NZ IFRS would require, the reason why that treatmen would be
so misleading in the circumstances that it would ¢dlict with the
objective of financial statements set out in the NEramework, and
the treatment adopted; and

(d) for each period presented, the financial effecdvf the departure on
each item in the financial statements that would hz been
reported in complying with the requirement.

21 When an entity has departed from a requirement foan NZ IFRS in a
prior period, and that departure affects the amouns recognised in the
financial statements for the current period, it shdl make the disclosures
set out in paragraph 20(c) and (d).

22 Paragraph 21 applies, for example, when anyea¢iparted in a prior period
from a requirement in an NZ IFRS for the measurdroéassets or liabilities
and that departure affects the measurement of elsangassets and liabilities
recognised in the current period’s financial staats.
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In the extremely rare circumstances in which maagement concludes
that compliance with a requirement in an NZIFRS wald be so
misleading that it would conflict with the objective of financial
statements set out in the NZramework, but the relevant regulatory
framework prohibits departure from the requirement, the entity shall, to
the maximum extent possible, reduce the perceivedisteading aspects of
compliance by disclosing:

(@ the title of the NZIFRS in question, the natue of the
requirement, and the reason why management has cdaoded that
complying with that requirement is so misleading in the
circumstances that it conflicts with the objective of financial
statements set out in the NZ&ramework; and

(b) for each period presented, the adjustments toaeh item in the
financial statements that management has concludedould be
necessary to achieve a fair presentation.

For the purpose of paragraphs 19-23, an itemfofmation would conflict
with the objective of financial statements wheddes not represent faithfully
the transactions, other events and conditions thatither purports to
represent or could reasonably be expected to represid, consequently, it
would be likely to influence economic decisions mdxy users of financial
statements. When assessing whether complying wéheaific requirement
in an NZIFRS would be so misleading that it wowdnflict with the
objective of financial statements set out in the F{@mework management
considers:

(a8 why the objective of financial statements ist mehieved in the
particular circumstances; and

(b)  how the entity’s circumstances differ from thasf other entities that
comply with the requirement. If other entities imsar circumstances
comply with the requirement, there is a rebuttgiesumption that
the entity’s compliance with the requirement woubdt be so
misleading that it would conflict with the objedativof financial
statements set out in the NiZamework

Going concern

When preparing financial statements, managemenshall make an
assessment of an entity’s ability to continue asgoing concern. An entity
shall prepare financial statements on a going conaoe basis unless
management either intends to liquidate the entity oto cease trading, or
has no realistic alternative but to do so. When maagement is aware, in
making its assessment, of material uncertainties ta&ted to events or
conditions that may cast significant doubt upon theentity’s ability to

continue as a going concern, the entity shall diszde those uncertainties.
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When an entity does not prepare financial statemeston a going concern
basis, it shall disclose that fact, together withhe basis on which it
prepared the financial statements and the reason whthe entity is not
regarded as a going concern.

In assessing whether the going concern assumpigo appropriate,
management takes into account all available inftionaabout the future,
which is at least, but is not limited to, twelve mios from the end of the
reporting period. The degree of consideration ddpesn the facts in each
case. When an entity has a history of profitablerafions and ready access
to financial resources, the entity may reach a kmimn that the going
concern basis of accounting is appropriate witlmtailed analysis. In other
cases, management may need to consider a wide odirfgetors relating to
current and expected profitability, debt repaymsciiedules and potential
sources of replacement financing before it cansBaitself that the going
concern basis is appropriate.

Public Benefit Entities
NZ 26.1 Assessments of the going concern assumptiy not be predicated on the

NZ 26.2 For individual entities, in assessing wikeetlthe going concern basis |is

solvency test usually applied to profit-orientedtitees. There may be
circumstances where the usual going concern tédiguidity and solvency
appear unfavourable, but other factors suggesttiiea¢ntity is nonetheless|a
going concern. For example:

(a) the power to levy rates or taxes may enablaesentities to be
considered as a going concern even though they opayate for
extended periods with negative equity; and

(b) an assessment of an entity’s statement ohéiia position at the engd
of the reporting period may suggest that the gomncern
assumption is not appropriate. However, there tmaymulti-year
funding agreements, or other arrangements, in plzaewill ensure
the continued operation of the entity.

appropriate, management may need to consider a veidge of factors
surrounding current and expected performance, fiateand announced
restructurings of organisational units, estimatesesenue or the likelihood
of continued funding from bodies such as the gawemt, and potentia|
sources of replacement financing.

27

28

26

Accrual basis of accounting

An entity shall prepare its financial statements except for cash flow
information, using the accrual basis of accounting.

When the accrual basis of accounting is usedrgity recognises items as
assets, liabilities, equity, income and expenshe @lements of financial
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statements) when they satisfy the definitions awbgnition criteria for those
elements in the NEramework

Materiality and aggregation

An entity shall present separately each materiallass of similar items. An
entity shall present separately items of a dissindl nature or function
unless they are immaterial.

Financial statements result from processingelamgmbers of transactions or
other events that are aggregated into classes diggoto their nature or
function. The final stage in the process of aggtiegaand classification is the
presentation of condensed and classified data,haaonm line items in the
financial statements. If a line item is not indivaly material, it is
aggregated with other items either in those statésnar in the notes. An item
that is not sufficiently material to warrant segargresentation in those
statements may warrant separate presentation imoties.

An entity need not provide a specific disclostequired by an NZ IFRS if
the information is not material.

Offsetting

An entity shall not offset assets and liabilitie or income and expenses,
unless required or permitted by an NZ IFRS.

An entity reports separately both assets arbilitias, and income and
expenses. Offsetting in the statements of compraherincome or financial
position or in the separate income statement (@s@nted), except when
offsetting reflects the substance of the transacto other event, detracts
from the ability of users both to understand tlamsactions, other events and
conditions that have occurred and to assess thg/ srfuture cash flows.
Measuring assets net of valuation allowances—fang{e, obsolescence
allowances on inventories and doubtful debts allmea on receivables—is
not offsetting.

NZ IAS 18Revenuealefines revenue and requires an entity to medsurte
the fair value of the consideration received oenemble, taking into account
the amount of any trade discounts and volume relthi entity allows. An
entity undertakes, in the course of its ordinartivities, other transactions
that do not generate revenue but are incidentddganain revenue-generating
activities. An entity presents the results of sudmnsactions, when this
presentation reflects the substance of the traiesast other event, by netting
any income with related expenses arising on thees@mansaction. For
example:

(& an entity presents gains and losses on theosh$mf non-current
assets, including investments and operating adsgetdeducting from
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the proceeds on disposal the carrying amount offiset and related
selling expenses; and

(b) an entity may net expenditure related to a isiom that is recognised
in accordance with NZ IAS 3Provisions, Contingent Liabilities and
Contingent Assetand reimbursed under a contractual arrangement
with a third party (for example, a supplier's wantya agreement)
against the related reimbursement.

In addition, an entity presents on a net baaissgand losses arising from a
group of similar transactions, for example, foregxthange gains and losses
or gains and losses arising on financial instrusehneld for trading.
However, an entity presents such gains and lossparately if they are
material.

Frequency of reporting

An entity shall present a complete set of finama statements (including
comparative information) at least annually. When anentity changes the
end of its reporting period and presents financiaktatements for a period
longer or shorter than one year, an entity shall diclose, in addition to the
period covered by the financial statements:

(a) the reason for using a longer or shorter periodand

(b) the fact that amounts presented in the financiastatements are not
entirely comparable.

Normally, an entity consistently prepares finahstatements for a one-year
period. However, for practical reasons, some estiprefer to report, for
example, for a 52-week period. This Standard doégreclude this practice.

Comparative information

Except when NZ IFRSs permit or require otherwisg an entity shall
disclose comparative information in respect of thg@revious period for all
amounts reported in the current period’s financial statements. An entity
shall include comparative information for narrative and descriptive
information when it is relevant to an understanding of the current
period’s financial statements.
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An entity disclosing comparative information lklmesent, as a minimum,
two statements of financial position, two of ea¢hhe other statements, and
related notes. When an entity applies an accoumtiigy retrospectively or
makes a retrospective restatement of items iririgm€ial statements or when
it reclassifies items in its financial statemeiittshall present, as a minimum,
three statements of financial position, two of eatthe other statements, and
related notes. An entity presents statements ah@iial position as at:

(@ the end of the current period,

(b)  the end of the previous period (which is thmeas the beginning of
the current period), and

(c)  the beginning of the earliest comparative pkrio

In some cases, narrative information providethefinancial statements for
the previous period(s) continues to be relevanthim current period. For
example, an entity discloses in the current pedethils of a legal dispute
whose outcome was uncertain at the end of the irnatedyg preceding

reporting period and that is yet to be resolvedertldenefit from information
that the uncertainty existed at the end of the idiately preceding reporting
period, and about the steps that have been takémgdihe period to resolve
the uncertainty.

When the entity changes the presentation or clgification of items in its
financial statements, the entity shall reclassify amparative amounts
unless reclassification is impracticable. When theentity reclassifies
comparative amounts, the entity shall disclose:

(@) the nature of the reclassification;

*(b)  the amount of each item or class of items thds reclassified; and
(c) the reason for the reclassification.
When it is impracticable to reclassify comparatie amounts, an entity
shall disclose:
(8) the reason for not reclassifying the amounts,ral
(b)  the nature of the adjustments that would have éen made if the

amounts had been reclassified.

Enhancing the inter-period comparability of mmf@tion assists users in
making economic decisions, especially by allowihg &ssessment of trends
in financial information for predictive purposes. dome circumstances, it is
impracticable to reclassify comparative informatifor a particular prior
period to achieve comparability with the currentipé. For example, an
entity may not have collected data in the prioliqui{s) in a way that allows
reclassification, and it may be impracticable toreate the information.

NZ IAS 8 sets out the adjustments to comparatifmation required when
an entity changes an accounting policy or corraatsrror.
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Consistency of presentation

45 An entity shall retain the presentation and clasfication of items in the
financial statements from one period to the next uess:

(@) it is apparent, following a significant changen the nature of the
entity’s operations or a review of its financial satements, that
another presentation or classification would be mag appropriate
having regard to the criteria for the selection andapplication of
accounting policies in NZ IAS 8; or

(b) an NZ IFRS requires a change in presentation.

46 For example, a significant acquisition or disgdpsor a review of the
presentation of the financial statements, mightgesg that the financial
statements need to be presented differently. Antyerthanges the
presentation of its financial statements only ié tbhanged presentation
provides information that is reliable and more valg to users of the
financial statements and the revised structurekadyl to continue, so that
comparability is not impaired. When making suchnges in presentation, an
entity reclassifies its comparative information iaccordance with
paragraphs 41 and 42.

Prospective financial statements

All Entities

NZ 46.1 Where an entity has published general pugse prospective financial
statements for the period of the financial statemes, the entity shall
present a comparison of the prospective financialtatements with the
historical financial statements being reported. Eplanations for major
variations shall be given.

NZ 46.2 Financial Reporting Standard No. 42ospective Financial Statements
defines general purpose prospective financial staitgs. Legislative or othe
requirements may require a comparison with oridynapublished
information, the most recently published informatior both.

=

Structure and content

Introduction

a7 This Standard requires particular disclosuresha statement of financial
position or of comprehensive income, in the sepanatome statement (if
presented), or in the statement of changes inyquil requires disclosure of
other line items either in those statements ohénrtotes. NZ IAS Btatement
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of Cash Flowssets out requirements for the presentation of désh
information.

This Standard sometimes uses the term ‘disadosur a broad sense,
encompassing items presented in the financial reeés. Disclosures are
also required by other NZ IFRSs. Unless speciftethe contrary elsewhere
in this Standard or in another NZ IFRS, such dsales may be made in the
financial statements.

Identification of the financial statements

An entity shall clearly identify the financial satements and distinguish
them from other information in the same published @cument.

NZ IFRSs apply only to financial statements, aiod necessarily to other
information presented in an annual report, a raguojafiling, or another

document. Therefore, it is important that users detinguish information

that is prepared using NZ IFRSs from other infororathat may be useful to
users but is not the subject of those requirements.

An entity shall clearly identify each financialstatement and the notes. In
addition, an entity shall display the following information prominently,
and repeat it when necessary for the information pesented to be
understandable:

(@ the name of the reporting entity or other mean®f identification,
and any change in that information from the end ofthe preceding
reporting period;

(b)  whether the financial statements are of an indidual entity or a
group of entities;

(c) the date of the end of the reporting period othe period covered
by the set of financial statements or notes;

(d) the presentation currency, as defined in NZ IA1; and

(e) the level of rounding used in presenting amoustin the financial
statements.

An entity meets the requirements in paragrapbypresenting appropriate
headings for pages, statements, notes, columnghantlke. Judgement is

required in determining the best way of presensugh information. For

example, when an entity presents the financialestahts electronically,

separate pages are not always used; an entityptiesants the above items to
ensure that the information included in the finahcstatements can be
understood.

An entity often makes financial statements manederstandable by
presenting information in thousands or millionsumiits of the presentation
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currency. This is acceptable as long as the emtitgloses the level of
rounding and does not omit material information.

Statement of financial position

Information to be presented in the statement of fin ancial
position

As a minimum, the statement of financial positio shall include line items

that present the following amounts:

(&) property, plant and equipment;

(b)  investment property;

(c) intangible assets;

(d) financial assets (excluding amounts shown undée), (h) and (i));

(e) investments accounted for using the equity metidl;

) biological assets;

(g) inventories;

(h) trade and other receivables;

0] cash and cash equivalents;

*() the total of assets classified as held for saland assets included in

disposal groups classified as held for sale in aagdance with
NZ IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations;

(k)  trade and other payables;

)] provisions;

(m) financial liabilities (excluding amounts showrunder (k) and (1));

(n) liabilities and assets for current tax, as defied in NZIAS 12
Income Taxes,

(o) deferred tax liabilities and deferred tax asset, as defined in
NZ IAS 12;

*(p) liabilities included in disposal groups clasdied as held for sale in
accordance with NZ IFRS 5;

(@) non-controlling interest, presented within equty; and
()  issued capital and reserves attributable to owers of the parent.

An entity shall present additional line items, badings and subtotals in
the statement of financial position when such presgation is relevant to
an understanding of the entity’s financial position
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When an entity presents current and non-currentissets, and current and
non-current liabilities, as separate classificatioa in its statement of
financial position, it shall not classify deferredtax assets (liabilities) as
current assets (liabilities).

This Standard does not prescribe the order ondbin which an entity
presents items. Paragraph 54 simply lists itemsétea sufficiently different
in nature or function to warrant separate presemtain the statement of
financial position. In addition:

€)) line items are included when the size, naturfuioction of an item or
aggregation of similar items is such that sepagsentation is
relevant to an understanding of the entity’s finahposition; and

(b) the descriptions used and the ordering of itemsaggregation of
similar items may be amended according to the satfirthe entity
and its transactions, to provide information thatrélevant to an
understanding of the entity’s financial positionorFexample, a
financial institution may amend the above deswimi to provide
information that is relevant to the operations @ifiancial institution.

An entity makes the judgement about whetherrasgnt additional items
separately on the basis of an assessment of:

(@) the nature and liquidity of assets;
(b)  the function of assets within the entity; and
(c) the amounts, nature and timing of liabilities.

The use of different measurement bases for rdiffe classes of assets
suggests that their nature or function differs atrefore, that an entity
presents them as separate line items. For exanddferent classes of
property, plant and equipment can be carried ataroat revalued amounts in
accordance with NZ IAS 16.

Current/non-current distinction

An entity shall present current and non-currentassets, and current and
non-current liabilities, as separate classificatioa in its statement of
financial position in accordance with paragraphs 6676 except when a
presentation based on liquidity provides informatia that is reliable and

more relevant. When that exception applies, an e shall present all

assets and liabilities in order of liquidity.

Whichever method of presentation is adopted, aantity shall disclose the
amount expected to be recovered or settled after m® than twelve
months for each asset and liability line item thatcombines amounts
expected to be recovered or settled:

(&8 no more than twelve months after the reportingperiod, and
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(b)  more than twelve months after the reporting peiod.

When an entity supplies goods or services withirtlearly identifiable
operating cycle, separate classification of cureamd non-current assets and
liabilities in the statement of financial positiprovides useful information by
distinguishing the net assets that are continuoasiyulating as working
capital from those used in the entity’s long-terpei@tions. It also highlights
assets that are expected to be realised withicuhent operating cycle, and
liabilities that are due for settlement within geme period.

For some entities, such as financial institugjoa presentation of assets and
liabilities in increasing or decreasing order afulidity provides information
that is reliable and more relevant than a curremtfturrent presentation
because the entity does not supply goods or sarvigéhin a clearly
identifiable operating cycle.

In applying paragraph 60, an entity is permitieghresent some of its assets
and liabilities using a current/non-current classiion and others in order of
liquidity when this provides information that isliadble and more relevant.
The need for a mixed basis of presentation migiseawvhen an entity has
diverse operations.

Information about expected dates of realisatbrassets and liabilities is
useful in assessing the liquidity and solvency of entity. NZ IFRS 7
Financial Instruments: Disclosuregquires disclosure of the maturity dates
of financial assets and financial liabilities. Fiicéal assets include trade and
other receivables, and financial liabilities inctuttade and other payables.
Information on the expected date of recovery of-nmmetary assets such as
inventories and expected date of settlement fbiliiees such as provisions is
also useful, whether assets and liabilities arestfied as current or as non-
current. For example, an entity discloses the amotimventories that are
expected to be recovered more than twelve monthstak reporting period.

Current assets

An entity shall classify an asset as current whe

(a) it expects to realise the asset, or intends $&ll or consume it, in its
normal operating cycle;

(b) it holds the asset primarily for the purpose oftrading;

(c) it expects to realise the asset within twelve anths after the
reporting period; or

(d) the asset is cash or a cash equivalent (as aefil in NZ IAS 7)
unless the asset is restricted from being exchangemt used to
settle a liability for at least twelve months afterthe reporting
period.

An entity shall classify all other assets as non-ctent.
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This Standard uses the term ‘non-current’ téuhe tangible, intangible and
financial assets of a long-term nature. It does pmathibit the use of
alternative descriptions as long as the meanictes.

The operating cycle of an entity is the timewsstn the acquisition of assets
for processing and their realisation in cash omhceguivalents. When the
entity’s normal operating cycle is not clearly itiéable, it is assumed to be
twelve months. Current assets include assets (@sdhventories and trade
receivables) that are sold, consumed or realisecpaas of the normal
operating cycle even when they are not expectdxt teealised within twelve
months after the reporting period. Current ass&ts aclude assets held
primarily for the purpose of trading (examples utg some financial assets
classified as held for trading in accordance with INS 39) and the current
portion of non-current financial assets.

Current liabilities

An entity shall classify a liability as currentwhen:

(@) it expects to settle the liability in its norm&operating cycle;
(b) it holds the liability primarily for the purpos e of trading;

(c)  the liability is due to be settled within twehe months after the
reporting period; or

(d) it does not have an unconditional right to defesettlement of the
liability for at least twelve months after the repating period (see
paragraph 73). Terms of a liability that could, atthe option of the
counterparty, result in its settlement by the issueof equity
instruments do not affect its classification.

An entity shall classify all other liabilities as ron-current.

Some current liabilities, such as trade payaldled some accruals for
employee and other operating costs, are part ofvréing capital used in
the entity’s normal operating cycle. An entity déigs such operating items
as current liabilities even if they are due to letled more than twelve
months after the reporting period. The same noopatating cycle applies to
the classification of an entity’s assets and liibg. When the entity’s normal
operating cycle is not clearly identifiable, itassumed to be twelve months.

Other current liabilities are not settled ag pérthe normal operating cycle,
but are due for settlement within twelve monthgrathe reporting period or
held primarily for the purpose of trading. Examplase some financial
liabilities classified as held for trading in acdance with NZ IAS 39, bank
overdrafts, and the current portion of non-currdimancial liabilities,

dividends payable, income taxes and other non-tygagables. Financial
liabilities that provide financing on a long-termadis (ie are not part of the
working capital used in the entity’s normal opergtcycle) and are not due
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for settlement within twelve months after the rejpgy period are non-current
liabilities, subject to paragraphs 74 and 75.

An entity classifies its financial liabilities @urrent when they are due to be
settled within twelve months after the reportingipe, even if:

(@) the original term was for a period longer thaalve months, and

(b) an agreement to refinance, or to reschedulenpats, on a long-term
basis is completed after the reporting period aeibre the financial
statements are authorised for issue.

If an entity expects, and has the discretionyetinance or roll over an
obligation for at least twelve months after the amipg period under an
existing loan facility, it classifies the obligaticas non-current, even if it
would otherwise be due within a shorter period. deev, when refinancing
or rolling over the obligation is not at the didgva of the entity (for
example, there is no arrangement for refinancirig® entity does not
consider the potential to refinance the obligatowl classifies the obligation
as current.

When an entity breaches a provision of a longrtkvan arrangement on or
before the end of the reporting period with theeefffthat the liability
becomes payable on demand, it classifies the itialait current, even if the
lender agreed, after the reporting period and leetbe authorisation of the
financial statements for issue, not to demand payme a consequence of the
breach. An entity classifies the liability as currbecause, at the end of the
reporting period, it does not have an unconditioiwdt to defer its settlement
for at least twelve months after that date.

However, an entity classifies the liability aanrcurrent if the lender agreed
by the end of the reporting period to provide aqekof grace ending at least
twelve months after the reporting period, withinieththe entity can rectify
the breach and during which the lender cannot ddrimamediate repayment.

In respect of loans classified as current ligéd, if the following events
occur between the end of the reporting period dmed date the financial
statements are authorised for issue, those evestsdiaclosed as non-
adjusting events in accordance with NZ IASHQents after the Reporting
Period

(a) refinancing on a long-term basis;
(b) rectification of a breach of a long-term loaraagement; and

(c) the granting by the lender of a period of graxeectify a breach of a
long-term loan arrangement ending at least twelemths after the
reporting period.
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Information to be presented either in the statement of
financial position or in the notes

An entity shall disclose, either in the statemerof financial position or in
the notes, further subclassifications of the linetéms presented, classified
in a manner appropriate to the entity’s operations.

The detail provided in subclassifications degeond the requirements of
NZ IFRSs and on the size, nature and function efamounts involved. An
entity also uses the factors set out in paragr&loSdecide the basis of
subclassification. The disclosures vary for eaemitfor example:

€) items of property, plant and equipment aregtjsegated into classes
in accordance with NZ IAS 16;

(b) receivables are disaggregated into amountsivedde from trade
customers, receivables from related parties, prapays and other
amounts;

(c) inventories are disaggregated, in accordanceh WNZ IAS 2
Inventories into classifications such as merchandise, pradiuct
supplies, materials, work in progress and finispedds;

(d)  provisions are disaggregated into provisiomsfoployee benefits and
other items; and

(e) equity capital and reserves are disaggregatedrarious classes, such
as paid-in capital, share premium and reserves.

An entity shall disclose the following, eithern the statement of financial
position or the statement of changes in equity, dn the notes:

(8) for each class of share capital:
*(i) the number of shares authorised;

(i)  the number of shares issued and fully paid, ashissued but
not fully paid;

*(iiiy  par value per share, or that the shares haveno par value;

(iv) a reconciliation of the number of shares outsinding at the
beginning and at the end of the period;

(v) the rights, preferences and restrictions attacing to that
class including restrictions on the distribution ofdividends
and the repayment of capital;

(vi) shares in the entity held by the entity or byits subsidiaries
or associates; and

(vii) shares reserved for issue under options andoatracts for
the sale of shares, including terms and amounts; dn

(b) a description of the nature and purpose of eacheserve within
equity.

© Copyright 37



NZ IAS 1

80

80A

81

82

38

An entity without share capital, such as a partership or trust, shall
disclose information equivalent to that required by paragraph 79(a),
showing changes during the period in each categomyf equity interest,
and the rights, preferences and restrictions attadhg to each category of
equity interest.

If an entity has reclassified

(@) a puttable financial instrument classified as a equity instrument,
or

(b)  an instrument that imposes on the entity an oligation to deliver
to another party a pro rata share of the net assetsf the entity
only on liquidation and is classified as an equitynstrument

between financial liabilities and equity, it shall disclose the amount
reclassified into and out of each category (finanal liabilities or equity),
and the timing and reason for that reclassification

Statement of comprehensive income

An entity shall present all items of income an&xpense recognised in a
period:
(@ in a single statement of comprehensive income,

(b) in two statements: a statement displaying compents of profit or
loss (separate income statement) and a second staént
beginning with profit or loss and displaying compomnts of other
comprehensive income (statement of comprehensivecome).

Information to be presented in the statement of
comprehensive income

As a minimum, the statement of comprehensive inme shall include line
items that present the following amounts for the peéod:

(&) revenue;

(b) finance costs;

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

(d) tax expense;
*(e)  a single amount comprising the total of:
(0 the post-tax profit or loss of discontinued oprations and

(i)  the post-tax gain or loss recognised on the rasurement to
fair value less costs to sell or on the disposal tife assets or
disposal group(s) constituting the discontinued opation;
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® profit or loss;

() each component of other comprehensive incomeaskified by
nature (excluding amounts in (h));

(h)  share of the other comprehensive income of assates and joint
ventures accounted for using the equity method; and

0] total comprehensive income.

An entity shall disclose the following items inthe statement of
comprehensive income as allocations for the period:

(a) profit or loss for the period attributable to:
0] non-controlling interest, and
(i)  owners of the parent.
(b)  total comprehensive income for the period attthutable to:
0] non-controlling interest, and
(i)  owners of the parent.

An entity may present in a separate income stateent (see paragraph 81)
the line items in paragraph 82(a)—-(f) and the disolsures in
paragraph 83(a).

An entity shall present additional line items, badings and subtotals in
the statement of comprehensive income and the sepae income
statement (if presented), when such presentation iselevant to an
understanding of the entity’s financial performance

Because the effects of an entity’s various &g transactions and other
events differ in frequency, potential for gain ass$ and predictability,

disclosing the components of financial performanassists users in
understanding the financial performance achievatliamrmaking projections

of future financial performance. An entity includadditional line items in

the statement of comprehensive income and in thara& income statement
(if presented), and it amends the descriptions asedlthe ordering of items
when this is necessary to explain the elementsnah€ial performance. An

entity considers factors including materiality aheé nature and function of
the items of income and expense. For example, andial institution may

amend the descriptions to provide information tlstrelevant to the

operations of a financial institution. An entity e not offset income and
expense items unless the criteria in paragraph&anat.

An entity shall not present any items of incomeor expense as
extraordinary items, in the statement of comprehenge income or the
separate income statement (if presented), or in theotes.
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Profit or loss for the period

An entity shall recognise all items of income @hexpense in a period in
profit or loss unless an NZ IFRS requires or permis otherwise.

Some NZ IFRSs specify circumstances when atyemgtognises particular
items outside profit or loss in the current periNd. IAS 8 specifies two such
circumstances: the correction of errors and thescéffof changes in
accounting policies. Other NZ IFRSs require or pecamponents of other
comprehensive income that meet the INZmeworks definition of income

or expense to be excluded from profit or loss (sagraph 7).

Other comprehensive income for the period

An entity shall disclose the amount of income xarelating to each
component of other comprehensive income, includingeclassification
adjustments, either in the statement of compreheng income or in the
notes.

An entity may present components of other cohmarsive income either:

(a) net of related tax effects, or

(b)  before related tax effects with one amount shdar the aggregate
amount of income tax relating to those components.

An entity shall disclose reclassification adjustents relating to
components of other comprehensive income.

Other NZ IFRSs specify whether and when amopir@giously recognised in
other comprehensive income are reclassified to itprof loss. Such
reclassifications are referred to in this Standaad reclassification
adjustments. A reclassification adjustment is ideldi with the related
component of other comprehensive income in theoddtat the adjustment
is reclassified to profit or loss. For example,ngaiealised on the disposal of
available-for-sale financial assets are includegrwfit or loss of the current
period. These amounts may have been recognisethér comprehensive
income as unrealised gains in the current or previperiods. Those
unrealised gains must be deducted from other cdmpsive income in the
period in which the realised gains are reclassif@éegrofit or loss to avoid
including them in total comprehensive income twice.

An entity may present reclassification adjustteeim the statement of
comprehensive income or in the notes. An entitysg@mnéing reclassification

" Refer to paragraph NZ 6.1 of this Standard for acdption of the concession available to certain
qualifying entities in respect of this requirement.
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adjustments in the notes presents the componentghef comprehensive
income after any related reclassification adjustisien

Reclassification adjustments arise, for example,disposal of a foreign
operation (see NZ IAS 21), on derecognition of kde-for-sale financial
assets (see NZ IAS 39) and when a hedged foreeastaction affects profit
or loss (see paragraph 100 of NZ IAS 39 in relatmoash flow hedges).

Reclassification adjustments do not arise omgés in revaluation surplus
recognised in accordance with NZ IAS 16 or NZ IAS@ on actuarial gains
and losses on defined benefit plans recognised doordance with

paragraph 93A of NZ IAS 19. These components amegmsed in other

comprehensive income and are not reclassifieddbtmr loss in subsequent
periods. Changes in revaluation surplus may besfeared to retained
earnings in subsequent periods as the asset isonselgen it is derecognised
(see NZ IAS 16 and NZ IAS 38). Actuarial gains dosses are reported in
retained earnings in the period that they are miised as other
comprehensive income (see NZ IAS 19).

Information to be presented in the statement of
comprehensive income or in the notes

When items of income or expense are material, antity shall disclose
their nature and amount separately.

Circumstances that would give rise to the sepadésclosure of items of
income and expense include:

(@) write-downs of inventories to net realisabléueaor of property, plant
and equipment to recoverable amount, as well asrsals of such
write-downs;

(b)  restructurings of the activities of an entitpdareversals of any
provisions for the costs of restructuring;

(c) disposals of items of property, plant and emépt;
(d)  disposals of investments;
*(e) discontinued operations;
® litigation settlements; and
(g) other reversals of provisions.
An entity shall present an analysis of expensescognised in profit or loss
using a classification based on either their naturer their function within

the entity, whichever provides information that is reliable and more
relevant.
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100 Entities are encouraged to present the analysiparagraph 99 in the
statement of comprehensive income or in the sepangabme statement (if
presented).

101 Expenses are subclassified to highlight comptsnef financial performance

that may differ in terms of frequency, potentialr fgain or loss and
predictability. This analysis is provided in onetwb forms.

102 The first form of analysis is the ‘nature ofperse’ method. An entity
aggregates expenses within profit or loss accordimgheir nature (for
example, depreciation, purchases of materials,sp@m costs, employee
benefits and advertising costs), and does notoestk them among functions
within the entity. This method may be simple to lggdpecause no allocations
of expenses to functional classifications are reamys An example of a
classification using the nature of expense methas ifollows:

Revenue
Other income X
Changes in inventories of finished goods and work in progress
Raw materials and consumables used

Employee benefits expense

Depreciation and amortisation expense

X X X X X

Other expenses
Total expenses X)

Profit before tax X

42 © Copyright



103

NZIAS 1

The second form of analysis is the ‘functionegpense’ or ‘cost of sales’
method and classifies expenses according to thestibn as part of cost of
sales or, for example, the costs of distributiormdministrative activities. At

a minimum, an entity discloses its cost of saledeurthis method separately
from other expenses. This method can provide malevant information to

users than the classification of expenses by nahue allocating costs to
functions may require arbitrary allocations and oiwe considerable

judgement. An example of a classification using thaction of expense

method is as follows:

Revenue X
Cost of sales X)
Gross profit X
Other income X
Distribution costs X)
Administrative expenses X)
Other expenses X)
Profit before tax X

Public Benefit Entities

NZ 103.1 Public benefit entities that have elediedlisclose expenses using the

function of expense method, may disclose expenkessified by output
Similar individual outputs may be aggregated. Rulilenefit entities
disclosing expenses classified by output are npaired to disclose cost @
sales. However, such entities are required to tpmiph the requirements o
paragraph 104.

—+ =

104

105

An entity classifying expenses by function sHaldisclose additional
information on the nature of expenses, including d#eciation and
amortisation expense and employee benefits expense.

The choice between the function of expense adeténd the nature of
expense method depends on historical and industtprs and the nature of
the entity. Both methods provide an indicationhafde costs that might vary,
directly or indirectly, with the level of sales @roduction of the entity.

Because each method of presentation has meritifferaht types of entities,

this Standard requires management to select theemiation that is reliable
and more relevant. However, because informatiothermature of expenses
is useful in predicting future cash flows, addiabrdisclosure is required
when the function of expense classification is uskd paragraph 104,

‘employee benefits’ has the same meaning as inA&19.
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All Entities
NZ 105.1

(@)

(b)

*NZ 105.2

An entity shall disclose, either on the & of the income statement o
in the notes, fees to auditors, disclosing separétdees to:

each (if more than one) auditor of the parent entit for:

0
(ii)

(iii)

(iv)

any other auditor(s) of entities in the group (notincluding the parent
entity) for audit fees being fees for the audit ofthe financial
statements.

An entity shall disclose, either on theakce of the income statement of
in the notes, the total amount of donations made.

audit fees being fees for the audit of the financiastatements;

audit related fees being fees for assurance and adéd services
that are reasonably related to the performance oftte audit or

review of the financial statements and are not repted under

paragraph (a)(i). An entity shall describe the naire of the

services comprising the fees disclosed under thigtegory;

tax fees being fees for tax compliance, tax advicend tax
planning services. An entity shall describe the riare of the
services comprising the fees disclosed under thiategory; and

all other fees being fees for services other thahdse reported
in paragraphs (a)(i) through (a)(iii). An entity shall describe
the nature of the services comprising the fees diesed under
this category; and

Statement of changes in equity

106 An entity shall present a statement of changes equity showing in the
statement:

(a) total comprehensive income for the period, shang separately the
total amounts attributable to owners of the parentand to non-
controlling interests;

(b) for each component of equity, the effects of tespective
application or retrospective restatement recogniseth accordance
with NZ IAS 8; and

(c) [deleted by IASB]

(d) for each component of equity, a reconciliationbetween the

44

carrying amount at the beginning and the end of theperiod,
separately disclosing changes resulting from:

@
(ii)

profit or loss;
each item of other comprehensive income; and
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(i) transactions with owners in their capacity asowners, showing
separately contributions by and distributions to owers and
changes in ownership interests in subsidiaries thatdo not
result in a loss of control.

An entity shall present, either in the statemdrof changes in equity or in
the notes, the amount of dividends recognised asstlibutions to owners
during the period, and the related amount per share

In paragraph 106, the components of equityudes| for example, each class
of contributed equity, the accumulated balance athe class of other
comprehensive income and retained earnings.

Changes in an entity’s equity between the lbginand the end of the
reporting period reflect the increase or decreasisinet assets during the
period. Except for changes resulting from transastiwith owners in their

capacity as owners (such as equity contributicgecquisitions of the entity’s

own equity instruments and dividends) and trangactiosts directly related

to such transactions, the overall change in eqiiityng a period represents
the total amount of income and expense, includiragngy and losses,

generated by the entity’s activities during thatiqek

NZ IAS 8 requires retrospective adjustmentsffect changes in accounting
policies, to the extent practicable, except whem tilansition provisions in

another NZ IFRS require otherwise. NZ IAS 8 alsquiees restatements to
correct errors to be made retrospectively, to theerd practicable.

Retrospective adjustments and retrospective resgates are not changes in
equity but they are adjustments to the openingricalaf retained earnings,
except when an NZIFRS requires retrospective éagist of another

component of equity. Paragraph 106(b) requiredatisce in the statement of
changes in equity of the total adjustment to eaomponent of equity

resulting from changes in accounting policies amgparately, from

corrections of errors. These adjustments are disdidor each prior period
and the beginning of the period.

Statement of cash flows

Cash flow information provides users of finahatatements with a basis to
assess the ability of the entity to generate cashcash equivalents and the
needs of the entity to utilise those cash flows.IN& 7 sets out requirements
for the presentation and disclosure of cash fldarmation.
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Notes
Structure

112 The notes shall:

(@) present information about the basis of preparabn of the financial
statements and the specific accounting policies us@ accordance
with paragraphs 117-124;

(b) disclose the information required by NZIFRSs hat is not
presented elsewhere in the financial statements; en

(c) provide information that is not presented elseWere in the
financial statements, but is relevant to an undersinding of any of
them.

113 An entity shall, as far as practicable, presenhotes in a systematic
manner. An entity shall cross-reference each itermithe statements of
financial position and of comprehensive income, ithe separate income
statement (if presented), and in the statements @hanges in equity and
of cash flows to any related information in the nags.

114 An entity normally presents notes in the follogvorder, to assist users to
understand the financial statements and to compam with financial
statements of other entities:

(@) statement of compliance with IFRSs (see papgi®);

(b) summary of significant accounting policies appl (see
paragraph 117);

(c) supporting information for items presented ime tstatements of
financial position and of comprehensive income, tire separate
income statement (if presented), and in the statésnaf changes in
equity and of cash flows, in the order in which leatatement and
each line item is presented; and

(d)  other disclosures, including:

0] contingent liabilities (see NZIAS 37) and uocognised
contractual commitments, and

(i)  non-financial disclosures, eg the entity's dircial risk
management objectives and policies (see NZ IFRS 7).

All Entities

NZ 114.1 The disclosures required by paragrapH BlZ will normally precede th
items set out in paragraph 114.

D

115 In some circumstances, it may be necessargsirathle to vary the order of
specific items within the notes. For example, aritgnmay combine
information on changes in fair value recognisedpimfit or loss with
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information on maturities of financial instrumentslthough the former
disclosures relate to the statement of comprehensigcome or separate
income statement (if presented) and the lattertaeta the statement of
financial position. Nevertheless, an entity retagnsystematic structure for
the notes as far as practicable.

An entity may present notes providing informatiabout the basis of
preparation of the financial statements and speeificounting policies as a
separate section of the financial statements.

Disclosure of accounting policies

An entity shall disclose in the summary of sidficant accounting policies:

(a) the measurement basis (or bases) used in prepay the financial
statements, and

(b) the other accounting policies used that are relant to an
understanding of the financial statements.

It is important for an entity to inform useffsttee measurement basis or bases
used in the financial statements (for example phisal cost, current cost, net
realisable value, fair value or recoverable amobatause the basis on which
an entity prepares the financial statements sigmifly affects users’
analysis. When an entity uses more than one measatebasis in the
financial statements, for example when particullasses of assets are
revalued, it is sufficient to provide an indicatioh the categories of assets
and liabilities to which each measurement basigpied.

In deciding whether a particular accountingiqylshould be disclosed,
management considers whether disclosure would tasssers in
understanding how transactions, other events anditions are reflected in
reported financial performance and financial positiDisclosure of particular
accounting policies is especially useful to usetsemvthose policies are
selected from alternatives allowed in NZ IFRSs.example is disclosure of
whether a venturer recognises its interest in @tljoicontrolled entity using
proportionate consolidation or the equity methazk(BlZ IAS 3linterests in
Joint Ventures Some NZ IFRSs specifically require disclosureafticular
accounting policies, including choices made by mensent between
different policies they allow. For example, NZ IAS requires disclosure of
the measurement bases used for classes of proplamy.and equipment.

Each entity considers the nature of its opematiand the policies that the
users of its financial statements would expectealisclosed for that type of
entity. For example, users would expect an entityject to income taxes to
disclose its accounting policies for income taxasluding those applicable
to deferred tax liabilities and assets. When aiityehtis significant foreign
operations or transactions in foreign currenciesersl would expect
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disclosure of accounting policies for the recogmitiof foreign exchange
gains and losses.

An accounting policy may be significant becaofsthe nature of the entity’s
operations even if amounts for current and prigigols are not material. It is
also appropriate to disclose each significant actiog policy that is not
specifically required by NZ IFRSs but the entitylests and applies in
accordance with NZ IAS 8.

An entity shall disclose, in the summary of ghificant accounting policies
or other notes, the judgements, apart from those wolving estimations
(see paragraph 125), that management has made in ethprocess of
applying the entity’'s accounting policies and thathave the most
significant effect on the amounts recognised in thignancial statements.

In the process of applying the entity’'s accountpolicies, management
makes various judgements, apart from those invghdstimations, that can
significantly affect the amounts it recogniseshe financial statements. For
example, management makes judgements in determining

(@  whether financial assets are held-to-matuntestments;

(b)  when substantially all the significant risksdarewards of ownership
of financial assets and lease assets are trargfer@her entities;

(c) whether, in substance, particular sales of goade financing
arrangements and therefore do not give rise taweeand

(d)  whether the substance of the relationship betwine entity and a
special purpose entity indicates that the entitpteads the special
purpose entity.

Some of the disclosures made in accordancepaithgraph 122 are required
by other NZ IFRSs. For example, NZ IAS 27 requia@sentity to disclose
the reasons why the entity’s ownership interessdua# constitute control, in
respect of an investee that is not a subsidiary éveugh more than half of
its voting or potential voting power is owned ditgaor indirectly through
subsidiaries. NZ IAS 40Investment Propertyrequires disclosure of the
criteria developed by the entity to distinguish astment property from
owner-occupied property and from property held $ate in the ordinary
course of business, when classification of the @riyas difficult.
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Sources of estimation uncertainty

An entity shall disclose information about theassumptions it makes
about the future, and other major sources of estimi#on uncertainty at
the end of the reporting period, that have a signi€ant risk of resulting in
a material adjustment to the carrying amounts of asets and liabilities
within the next financial year. In respect of thoseassets and liabilities,
the notes shall include details of:

(&) their nature, and
(b) their carrying amount as at the end of the repding period.

Determining the carrying amounts of some asaats liabilities requires

estimation of the effects of uncertain future eseon those assets and
liabilities at the end of the reporting period. Fample, in the absence of
recently observed market prices, future-orientelimades are necessary to
measure the recoverable amount of classes of pyomant and equipment,

the effect of technological obsolescence on inuwgegp provisions subject to

the future outcome of litigation in progress, aadd-term employee benefit
liabilities such as pension obligations. Theseneaties involve assumptions
about such items as the risk adjustment to casvsftr discount rates, future
changes in salaries and future changes in pri¢estifg other costs.

The assumptions and other sources of estimatimertainty disclosed in
accordance with paragraph 125 relate to the essnahat require
management’s most difficult, subjective or complexigements. As the
number of variables and assumptions affecting thesiple future resolution
of the uncertainties increases, those judgemermsnbe more subjective and
complex, and the potential for a consequential ratadjustment to the
carrying amounts of assets and liabilities normaltyeases accordingly.

The disclosures in paragraph 125 are not redjior assets and liabilities
with a significant risk that their carrying amoumtsght change materially
within the next financial year if, at the end oéthreporting period, they are
measured at fair value based on recently obsenesttanprices. Such fair
values might change materially within the next ficial year but these
changes would not arise from assumptions or otbarces of estimation
uncertainty at the end of the reporting period.

An entity presents the disclosures in paragi@thin a manner that helps
users of financial statements to understand thgeumnts that management
makes about the future and about other sourcestiofiaion uncertainty. The

nature and extent of the information provided vacgording to the nature of
the assumption and other circumstances. Exampldgdf/pes of disclosures
an entity makes are:

(&) the nature of the assumption or other estimatiwertainty;
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134
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(b)  the sensitivity of carrying amounts to the noelh, assumptions and
estimates underlying their calculation, includifge treasons for the
sensitivity;

(c) the expected resolution of an uncertainty dredrange of reasonably
possible outcomes within the next financial yearréspect of the
carrying amounts of the assets and liabilitiesciéfé; and

(d) an explanation of changes made to past assomgptioncerning those
assets and liabilities, if the uncertainty remainsesolved.

This Standard does not require an entity tolaie budget information or
forecasts in making the disclosures in paragrajth 12

Sometimes it is impracticable to disclose tkterd of the possible effects of
an assumption or another source of estimation teiogy at the end of the
reporting period. In such cases, the entity digdothat it is reasonably
possible, on the basis of existing knowledge, thatomes within the next
financial year that are different from the assumptould require a material
adjustment to the carrying amount of the assetiatility affected. In all
cases, the entity discloses the nature and cargyimmunt of the specific asset
or liability (or class of assets or liabilities¥edted by the assumption.

The disclosures in paragraph 122 of particuldgements that management
made in the process of applying the entity’s actiagrpolicies do not relate
to the disclosures of sources of estimation ungytén paragraph 125.

Other NZ IFRSs require the disclosure of sofrth@assumptions that would
otherwise be required in accordance with paragi®h For example,
NZ IAS 37 requires disclosure, in specified circtemses, of major
assumptions concerning future events affecting seksof provisions.

NZ IFRS 7 requires disclosure of significant asstioms the entity uses in
estimating the fair values of financial assets findncial liabilities that are
carried at fair value. NZIAS 16 requires disclasuof significant

assumptions that the entity uses in estimatindainevalues of revalued items
of property, plant and equipment.

Capital

An entity shall disclose information that enalds users of its financial
statements to evaluate the entity’s objectives, doles and processes for
managing capital.

To comply with paragraph 134, the entity disekthe following:

*(a) qualitative information about its objectivemlicies and processes for
managing capital, including:
0] a description of what it manages as capital;
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(i)  when an entity is subject to externally impdseapital
requirements, the nature of those requirementshamdthose
requirements are incorporated into the managenfezapital;
and

(i)  how it is meeting its objectives for managiogpital.

*(b) summary quantitative data about what it masage capital. Some
entities regard some financial liabilities (eg sonfierms of
subordinated debt) as part of capital. Other estitegard capital as
excluding some components of equity (eg componaritng from
cash flow hedges).

*(c) any changes in (a) and (b) from the previoesqu.
(d)  whether during the period it complied with aexternally imposed
capital requirements to which it is subject.

(e)  when the entity has not complied with such meelly imposed capital
requirements, the consequences of such non-coraplian

The entity bases these disclosures on the infoomairovided internally to
key management personnel.

An entity may manage capital in a number ofysvand be subject to a
number of different capital requirements. For ex@mp conglomerate may
include entities that undertake insurance actwitiad banking activities and
those entities may operate in several jurisdictiothen an aggregate
disclosure of capital requirements and how capgamanaged would not
provide useful information or distorts a financigtatement user’s
understanding of an entity’'s capital resources, #mity shall disclose
separate information for each capital requirementwhich the entity is
subject.

Puttable financial instruments classified as equity

For puttable financial instruments classifiedas equity instruments, an
entity shall disclose (to the extent not disclosezlsewhere):

(@8 summary quantitative data about the amount clasified as equity;

(b) its objectives, policies and processes for magiag its obligation to
repurchase or redeem the instruments when requiredo do so by
the instrument holders, including any changes fronthe previous
period;

(c) the expected cash outflow on redemption or repohase of that
class of financial instruments; and

(d) information about how the expected cash outflovon redemption
or repurchase was determined.
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Other disclosures

137 An entity shall disclose in the notes:

(@ the amount of dividends proposed or declared liere the financial
statements were authorised for issue but not recogged as a
distribution to owners during the period, and the related amount
per share; and

(b) the amount of any cumulative preference divideds not
recognised.

138 An entity shall disclose the following, if notdisclosed elsewhere in
information published with the financial statements

(8 the domicile and legal form of the entity, its country of
incorporation and the address of its registered ofte (or principal
place of business, if different from the registeredffice);

(b) a description of the nature of the entity’'s opeations and its
principal activities;

(c) the name of the parent and the ultimate parentf the group; and

(d) if it is a limited life entity, information reg arding the length of its
life.

Statement of Service Performance

All Entities

NZ 138.1 Where a statement of service performancé presented it shall
describe and disclose the outputs of an entity. 1Silar individual outputs
may be aggregated.

NZ 138.2 This Standard refers to the statementpamagraph NZ 138.1 as
“statement of service performance”. The statemenghtn however, be

differently named in legislation. The aim of sustatements, by whatever

name called, remains the providing of:

(@) narrative and statistics on the entity’s penfance in supplying good
and services; and

(b) information on the effects on the communityttf entity’s existence and

operations.
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NZ 138.3 An entity not required by legislation poepare a statement of service
performance is encouraged to include a statemeseragice performance in its
financial statements where:

(@) the entity receives significant revenue inezhdo benefit third partie
without giving reciprocal benefit or consideratitinthe party providing
the revenue; or

(b) the entity has non-financial objectives of lsumportance that non
financial performance reporting is significant teets of the financial
statements.

Public benefit entities are strongly encourageprépare a statement of service
performance.

14

NZ 138.4 The elements of service performance m@peats, outputs and outcomes.
Where relevant and appropriate for users of thity&nfinancial report, each
output disclosed in the statement of service peréorce is to be described |in
terms of the output’s:

(& quantity;

(b) quality;

(c) time;and

(d) location.

The cost of each output is to be described arudiodisd.

NZ 138.5 The information used to describe serpiedormance is to be selected [so
as to provide a complete description of delivergath output (or aggregation
of outputs) reported, but without undue emphasis easily measured
dimensions, and without resulting in an overloadoaofy partially relevant
statistics.

NZ 138.6 For each output disclosed in a stateroérservice performance, where
practical and appropriate, the outcome(s) to wiih output is intended tp
contribute is to be disclosed.

NZ 138.7 The statement of service performance shabresent both projected
service performance and actual service performance.

NZ 138.8 Projected service performance is destiifyepresenting projected outputs
at the beginning of the period which an entity aln@ produce by the end of
the period. These projected outputs will oftendeeved from the annual ar
corporate plan.

NZ 138.9 To report the degree of success in arlgesbjectives, it is necessary fo
present both projected and actual results togetitarfull disclosures of any
changes in objectives during the period.
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Nz 138.10 Actual and projected service performasaeeto be reported consistently
with one another. The information is to be sudfitly specific for performanc
to be assessed.

D

Transition and effective date

139

139A

An entity shall apply this Standard for annpatiods beginning on or after
1 January 2009. Earlier application is permittedlyomhen an entity
complies, or has complied, with NZ IFRSHirst-time Adoption of New
Zealand Equivalents to International Financial Repw Standardsfor an
annual period beginning on or after 1 January 200&n entity adopts this
Standard for an earlier period, it shall discldsa fact.

NZ IAS 27 (as amended in 2008) amended paradgt@fhAn entity shall apply
that amendment for annual periods beginning orfter & July 2009. If an entity
applies NZ IAS 27 (amended 2008) for an earlier geribe amendment shall be
applied for that earlier period. The amendmentldiebpplied retrospectively.

Public Benefit Entities
NZ 139A.1 TheOmnibus Amendments (2008alhended paragraph NZ 8.2. An entity

shall apply that amendment for annual periods beggqon or after 1 January
2009. Early application is permitted. If an entigplies the amendment for an
earlier period it shall disclose that fact.

139B

139C

54

Puttable Financial Instruments and Obligations A on Liquidation
(revised Amendments to NZ IAS 32 and NZ IAS 1)uessin February 2008,
amended paragraph 138 and inserted paragraphs @W,a8d 136A. An
entity shall apply those amendments for annualpsrbeginning on or after
1 January 2009. Earlier application is permittecesghan entity complies, or
has complied, with New Zealand Equivalent to Ind¢ional Financial
Reporting Standard First-time Adoption of New Zealand Equivalents to
International Financial Reporting Standarddf an entity applies the
amendments for an earlier period, it shall disclds® fact and apply the
related amendments to NZ IAS 32, NZ IAS 39, NZ IFR&nd NZ IFRIC 2
Members’ Shares in Co-operative Entities and Simitestrumentsat the
same time.

Paragraphs 68 and 71 were amendetimipyovements to NZ IFRSssued in
June 2008. An entity shall apply those amendmemtarioual periods beginning
on or after 1 January 2009. Earlier applicatiopgsmitted. If an entity applies the
amendments for an earlier period it shall disctbsg fact.
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Qualifying Entities

NZ 139C.1 Thedmnibus Amendment8009-1)inserted new paragraph NZ 6.5. An
entity shall apply that amendment for annual pexribdginning on or afte
1 July 2009. Earlier application is permitted. aif entity applies tha
amendment for an earlier period it shall disclde fact.

Public Benefit Entities

NZ 139C.2 TheOmnibus Amendmen{2009-1) amended paragraph NZ 10.1. An
entity shall apply that amendment for annual pexribdginning on or afte
1 July 2009. Earlier application is permitted. af entity applies tha
amendment for an earlier period it shall disclded fact.

—

—

139D Paragraph 69 was amendedifprovements to NZ IFRSssued in May 2009.
An entity shall apply that amendment for annual gasibeginning on or after
1 January 2010. Earlier application is permittedf an entity applies the
amendment for an earlier period it shall discldes fact.

Withdrawal of NZ IAS 1 (issued 2004)

140 This Standard supersedes NZ IA®tesentation of Financial Statements
issued in 2004 and subsequently revised.
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Appendix A
New Zealand Application Guidance: When is an
entity a public benefit entity?

This appendix is an integral part biZ IAS 1Presentation of Financial Statements.

INTRODUCTION

NZ AG 1 With the introduction of the New Zealanduelents to International
Financial Reporting Standards (NZ IFRSs), reportimgtities will designate
themselves as either profit-oriented entities oblipubenefit entities (PBES).
NZ IAS 1, paragraph NZ 15.1, requires each reporentity to disclose in the
noteswhether, for the purposes of complying with Gergratcepted Accounting
Practice in New Zealand (NZ GAAP), it is a profiiemted entity or a PBE.

NZ AG 2 PBEs are defined as:

. reporting entities whose primary objective isptovide goods or services for
community or social benefit and where any equity baen provided with a view
to supporting that primary objective rather than &financial return to equity
holders.

NZ AG 3 Profit-oriented entities are not definedrather, the term profit-oriented
entities encompass all entities other than PBES emtity must assess whether it is
a PBE or a profit-oriented entity, by consideringpether or not it meets the
definition of a PBE. Assessing whether an entigets the definition of a PBE
requires an entity to determine its primary objesti

NZ AG 4 The form of an entity is unlikely to be anclusive factor in determining
whether or not an entity is a PBE. PBEs are cutetl in many different forms
such as incorporated societies, trusts, statutodyels and even companies. PBEs
include a wide range of entity types, including rities, clubs, and non-
commercial public sector entities. They existhia private sector and in the public
sector and may be small or large. In determinimg designation of an entity
which is a group, it is necessary to consider treracteristics of the group.

NZ AG 5 IFRSs are developed by the IASB for appiaraby profit-oriented entities.
NZ IFRSs, however, apply to the general purposaniiial statements of all New
Zealand reporting entities. Because NZ IFRSs appli?BEs as well as profit-
oriented entitieshe Accounting Standards Review Bog@SRB) agreed that
amendments to the requirements of certain IFRSgldle made to ensure that:

* NZIFRSs are relevant to and can be applied by P8ii$

» the financial information provided by all entiti#s New Zealand remains
useful to users.
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NZ AG 6 The ASRB has, therefore, set out the datéor developing NZ IFRSs in
ASRB Release &he Role of the Accounting Standards Review Boadl the
Nature of Approved Financial Reporting Standards

NZ AG 7 Developing NZ IFRSs in accordance with tiréeria in ASRB Release 8
ensures that where a profit-oriented entity notlydpg differential reporting
concessions prepares its financial report in ccengl with NZ IFRSs, the
financial statements will also comply with IFRSsHowever, where a PBE
prepares its financial report in compliance with WRSs it may not be
appropriate to assert compliance with IFRSs if:

- the PBE has transactions for which the measurenmntrecognition
requirements in an NZ IFRS differ from those in tR®S on which they are
based; or

« the PBE elects to take advantage of concessionagaby an NZ IFRS.

NZ AG 8 As application of certain provisions in NZRSs will mean that an entity
will not be able to assert compliance with IFR$$ hecessary to limit application
of these provisions to PBEs. For this purposes #lso necessary to define PBEs
and provide guidance to assist in determining iéatity is a PBE.

NZ AG 9 NZ IAS 1, paragraph NZ 15.1, requires tegiorting entities disclose in the
notes:

“...a statement that the financial statements havenbprepared in accordance
with NZ GAAP, together with a description of theaficial reporting standards
applied by the entity”

NZ AG 10 A public benefit entity not applying diffntial reporting concessions
would state:

“The financial statements have been prepared inoetance with NZ GAAP.
They comply with NZ IFRSs, and other applicableaRaial Reporting Standards,
as appropriate for public benefit entities”.

PURPOSE

NZ AG 11 The purpose of this New Zealand Applicat®Buidance is to assist entities
preparing general purpose financial statementseterchine whether or not they
are a PBE.

NZ AG 12 In many situations whether an entity igrafit-oriented entity or a PBE
is important because it will affect accounting p@s that have a material effect
onthe preparation and presentation of financiateshents. Inappropriate
classification may result in adoption of inapprepei accounting policies and
failure to provide users with information appropeigdo assessing the financial
performance and position of an entity.

NZ AG 13 Whilst there are relatively few differeiscin accounting requirements for
profit-oriented entities and PBES, application lnyeatity of a single requirement
that is not in accordance with IFRSs will mean #atity is not in compliance with
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IFRSs. In certain cases, depending on the natutbeoactivities of the entity,
designation as a PBE or as a profit-oriented emtitynot have a material impact
on the selection of accounting policies, or on #dlity of an entity to assert
compliance with IFRSs.

DETERMINING THE PRIMARY OBJECTIVE OF AN ENTITY

NZ AG 14 Whether an entity is a PBE is determingdte primary objective of an
entity. In identifying the primary objective of amtity it is necessary to consider
the substance of the entity’'s purpose and whether goods or services are
provided for community or social benefit.

NZ AG 15 Although in general terms PBEs exist toyide goods and services for the
community or social benefit, this does not necélysianply that such entities exist
for the benefit of the public as a whole. Many RBRikist for the direct benefit of a
particular group of people, although it is also gioke that society as a whole
benefits indirectly. For example, a football clekists to promote and encourage
football for the direct benefit of its members. whyver, society as a whole may
benefit through a healthier population and throdlgl provision of organised
activities for its youth.

NZ AG 16 In many cases it will be intuitively obuis whether an entity is a PBE or
not. However, objectively determining the primaryjective of an entity can be
difficult where an entity has multiple objectivemdasuch objectives are not
ranked, or where the objectives are not clearlgdta

NZ AG 17 Paragraphs NZ AG 18 to NZ AG 31 discushkdators that aim to focus on
the substance of an entity’'s purpose and which ldhda¢ considered in
determining whether an entity is a PBE. Thesecattirs are:

« the entity’s founding documents;
* the nature of the benefits;
» the quantum of expected financial surplus;
« the nature of the equity interest; and
» the nature of an entity’s funding.
Founding documents

NZ AG 18 For many entities the governing legislafia constitution, a trust deed, or
other founding documents will specify the objectiva an entity, including for
whom the benefits generated by the entity are dedn For example, the State-
Owned Enterprises Act 1986 states that the prihagective of every State
enterprise is to “operate as a successful busara$so this end, to be —

(a) As profitable and efficient as comparable besses that are not owned by the
Crown; and

(b) A good employer; and
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(c) An organisation that exhibits a sense of sagaponsibility by having regard
to the interests of the community in which it ogesaand by endeavouring to
accommodate or encourage these when able to do so.”

NZ AG 19 The founding documents of an entity magoadpecify the objective of an
entity in terms of the nature of the benefits thétg provides. For example, one
of the objectives of District Health Boards is mprove, promote and protect the
health of people and communities.

NZ AG 20 Many entities are established with muéipbbjectives. For example,
Crown Research Institutes (CRIs) are required ley@hown Research Institutes
Act 1992 (CRI Act) to:

* undertake research for the benefit of New Zealand;
< comply with any applicable ethical standards;

« promote and facilitate application of the resultsesearch and technological
developments;

* be a good employer and exhibit a sense of sogpbresibility; and

e operate in a financially responsible manner ancegee an adequate rate of
return.

NZ AG 21 Where an entity’s founding documents iadkcthat an entity has multiple
objectives, determining which of these objectivestiie primary objective will
depend on an assessment of the substance of thespusf the entity.

NZ AG 22 The founding documents may require antymdi be financially viable or
to generate an adequate rate of return. Howevaerg imancially viable is not in
itself conclusive in distinguishing a profit-oriedtentity from a PBE. There exists a
clear community expectation that PBEs be finangigithble and operate to ensure
that the limited resources at their disposal aesl esfectively.

Nature of the benefits

NZ AG 23 The nature of the benefits provided by emtity will usually indicate
whether an entity is a PBE. For example, if thetgproduces goods or services
that are not provided at market prices, but areigesl to consumers at no cost or
for nominal consideration, the entity is likelylie a PBE.

NZ AG 24 PBEs do not exist to generate benefithim form of a financial return to
equity-holders. That is not to imply that PBEs eregenerate, or aim to generate,
a financial surplus on the net assets employed.weder, where a PBE does
generate a financial surplus, it may be requireéxgected to be used to support
the entity’s primary objective of providing goods services for the community or
for social benefit.

NZ AG 25 PBEs may establish subsidiaries or digchesiness units which operate to
generate a return that can be used to supportrihmany activities of theparent
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entity. Such entities or business units mayphafit-oriented. This fact does not
affect the classification of the parent or grouptgh

Quantum of expected financial surplus

NZ AG 26 Many entities aim to generate revenuesxitess of the expenses incurred.
In order to continue operating all entities neeatideast break even over the long
term. The quantum of the expected surplus willviste a strong indication
whether an entity is a PBE.

NZ AG 27 The objective of profit-oriented entitiés to generate a commercial or
market return - that is, to maximise the finangiturn commensurate with the
relative risks of operating.

NZ AG 28 PBEs do not operate to maximise finanmélrn in this way. PBEs may
plan to generate a financial surplus. However, go@antum of the expected
financial surplus is not expressed in relation toaket return or other measure of
commercial success.

NZ AG 29 PBEs may not quantify the expected finahsurplus, or may do so in
qualitative or general terms only. For examplegatity may specify that it aims
to generate an adequate rate of return, or a fiabearplus sufficient to remain
solvent, or generate a financial surplus sufficiemtrepay any debts within a
certain time period.

Nature of equity interest

NZ AG 30 Where an entity is established to geneadfi@ancial return for the benefit
of the equity-holders the ownership instrumentdgally clearly defined. This is
important for profit-oriented entities because étaitmines the level of benefits
such as dividends and rights to the residual nettas|f an entity does not have
any clear equity-holders or the nature of the ggustrument is unclear, the entity
is likely to be a PBE.

NZ AG 31 The absence of clear equity holders mayifest itself in a number of
ways, including:

< the absence of an individual or entity having atitp participate in any
financial return or in the net assets of the entigre it to be wound up or
otherwise cease to operate; or

e a requirement that in the event the entity ceagpesating any residual net
assets are to be applied to another entity witimilas purpose or to revert to
another PBE. That is, the use of the assets isctafély restricted to
providing goods or services for the benefit of tbenmunity or part thereof.

“Ifa subsidiary or business unit is required toppre general purpose financial reports its desigmas
determined by its own primary objective and not thfathe parent of the group reporting entity. M5 27
Consolidated and Separate Financial Statementsides guidance on consistency of accountingigsl to
be adopted in the preparation of group financiteshents.

60 © Copyright



NZIAS 1

Nature of funding

NZ AG 32 If an entity is funded wholly or primarityrough the sale of goods and
services it may not be a PBE. If an entity relid®lly or primarily on donations
or other contributions that do not establish ariwial interest in the entity, or
which do not reflect a sale and purchase trangactie entity is likely to be a
PBE.

CONFLICTING INDICATORS

NZ AG 33 In some cases the above indicators maflicowith each other in respect
of a single entity and the primary purpose or dfpjecof the entity may not be
obvious. Some indicators may indicate that anterghould be classified as
profit-oriented and others may indicate the endityuld be classified as a public
benefit entity. In this situation professional gednent is required.

CHANGING CLASSIFICATION

NZ AG 34 In certain situations, changing circumsts may lead to a change in an
entity’s classification. For example, a changegyavernment policy may require
that entities previously classified as public béneftities are now to operate on a
commercial basis, or vice versa.

NZ AG 35 Where an entity’s classification changesnf “public benefit entity” to
“profit-oriented entity”, the entity may need topdyp IFRS 1First-time Adoption
of International Financial Reporting Standarde order to assert compliance with
IFRSs. Where an entity’s classification changed, aas a result the entity’'s
accounting policies change, the entity will needettsure it complies with the
requirements of NZ IAS &ccounting Policies, Changes in Accounting Estimate
and Errors

ILLUSTRATIVE EXAMPLES

NZ AG 36 These following examples aim to illustrateplication of the guidance —
When is an Entity a Public Benefit Entity? The mypdes are illustrative only and
do not establish requirements.

NZ AG 37 While specific types of entity are refafreao in the examples, the
circumstances in relation to individual entities ymaary significantly, and
therefore the examples do not conclude as to whétleeentity in question is or is
not a public benefit entity. Rather, the examplkstrate characteristics to be
considered by preparers in reaching a conclusigarding the nature of an
entity’s purpose. In assessing the nature of dityeappropriate weighting needs
to be given to each individual indicator. Depegdon the circumstances some
indicators will provide a stronger indication thathers about the underlying
nature of the entity. The entity will need to cioles each indicator against the
other indicators and make an overall assessmewhether or not the entity is a
public benefit entity.
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ILLUSTRATIVE EXAMPLES: DETERMINING THE
NATURE OF AN ENTITY'S PURPOSE

Scenario 1: Crown Research Institute
Entity A is a company established under sectiooflithe CRI Act.
. Founding documents - The Crown Research Institioe4992

The CRI Act states that the purpose of every CRoisndertake research (section 4)
and sets out the principles of operation CRIs apeeted to follow in fulfilling this
purpose. These principles are set out in sectiohtbe Act and include, for example,
that a CRI should undertake research for the bené&éfNew Zealand, operate in a
financially responsible manner and be a good enaploy

The CRI Act establishes a broad framework for theration of CRIs. The primary

objective (purpose) of CRIs is clearly stated ia @RI Act. The principles set out in

section 5 are detailed, but they are not rankedlagidimplementation can be achieved
in a number of ways. CRIs, therefore, appear teetdiscretion as to how they can
achieve their purpose.

. Nature of the benefits

The key benefit of establishing CRIs is the prouciof research that will benefit
New Zealand. In one sense the CRIs undertake reksdar community or social

benefit. The New Zealand economy and entitiesatper in New Zealand can benefit
from the research undertaken.

However, there may be discretion as to how resefinclings are distributed and in
determining the nature of the research to be uakient Whether or not the Entity A is
a public benefit entity may depend on whether Fmiitdistributes or undertakes
research on a commercial fee-for-service basiswiether it makes its research
findings available free of charge or for a nomicladrge.

. Quantum of the expected financial surplus

The CRI Act requires CRIs to operate in a finargieésponsible manner so that they
maintain their financial viability. On its own nmaaining “financial viability” is a
general requirement and allows discretion as tat Wieafinancial targets should be.

Entity A has in place an operating agreement whh $hareholding Minister. If the
operating agreement specified that Entity shoubd @i generate an expected financial
surplus equivalent to a market return, this wonltidate that Entity A is a profit-oriented
entity. If the operating agreement specified agdtrrate of return, it would be
necessary to consider how that rate of return vessrohined. If, for example, it was
determined after benchmarking against commerciéities) this would indicate that
Entity A was profit-oriented. If the rate of retuwas determined based on ensuring that
Entity A covered its variable costs only, this niragicate that it is a public benefit entity.
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. Nature of equity interest

Entity A is a company. The equity interest is Ire tform of shares owned by the

Shareholding Minister. In the case of Entity Ae tiature of the equity interest is clear.
In addition, there is no restriction on the us@asdets in the event a CRI is sold, wound
up or ceases to operate. However, in this castnenef these factors would appear to
affect the nature of the purpose of the entity.

. Nature of funding

Entity A competes for funding from government amivgite sources. Revenue is
derived through selling research services in a &ditive environment. This may
indicate that Entity A is a profit-oriented entity.

If Entity A relied on donations and grants from gavment and other organisations and
such funds were provided on a non-exchange basssntay indicate that Entity A is a
public benefit entity.

Scenario 2: Charity Shop

A charitable trust is established with objective pybviding health services to the

homeless. The trust receives an annual grant ftenGovernment. The grant is

sufficient to cover operating costs necessary twige basic health care services to a
limited number of people. To meet the increasiagdnd for its services and to fund

an expanded range of services, the trust establaslebarity shop (Company 1).

Company 1 sells second hand bicycles and runsaessitil bicycle hire service. All
profits from Company 1 are returned to the trusstpport the primary objective of
providing health services to the homeless.

. Founding documents — Constitution

Company 1's constitution specifies that its objestis to raise funds to support the
charitable trust.

. Nature of the benefits

The benefits derived from Company 1 are the fureegated through the sale and hire
of bicycles. This may indicate that the shop @it-oriented entity.

If on the other hand the shop is used primarilg &ehicle to promote and publicise the
objective of the trust or to provide employmenthtameless people, then Company 1
may, subject to consideration of other factorsalpeiblic benefit entity.

. Quantum of the expected financial surplus

The directors carefully manage Company 1 to ensumeets its financial targets. The
directors are experienced business people who eldheair time to manage and guide
the operation of Company 1. The directors aimrsuee that the return on the net
assets invested in the shop is at least equivedemimarket return. If Company 1 does
not generate adequate return the directors maymeemd that the trust invest its funds
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in another activity. This may indicate that Compdnis by nature an investment and
therefore profit oriented.

If Company 1 was operated with the objective ofegating a positive financial return
and the level of the return was not determined wéference to market returns, the
shop may be a public benefit entity.

. Nature of equity interest

In the situation described Company 1 is a compa®pd owned and controlled by the
trust. As such the ownership instrument is cleém. the event Company 1 ceases
trading the trust is able to determine how to userasidual assets. This may indicate
that Company 1 is profit oriented.

. Nature of funding

Company 1 raises revenue through the sale anddfitdcycles. Company 1 also
serves as a collection point for donations to thestt Such donations are not the
property of the shop and are banked into a septtetieaccount controlled by the trust.

Given the objective of Company 1 is to maximiseinet the sale and hire of bicycles
must be at market rates. This would indicate tatentity is a profit-oriented entity.

Scenario 3: Private Education Organisation

Entity Q is a private organisation dedicated to vfimg low-cost high quality
education to children who immigrated to New Zealfnoth poverty stricken countries.
Entity Q was established as a trust with an ingredlowment of $5M from the estate of
a wealthy businessperson.

In order to supplement its income Entity Q acceptimited number of fee paying
students. The fees for such students were detedvafter market research into the
pricing of such services. All fee revenue is agghlby Entity Q to its objective of
providing high quality education to children whonmgrated to New Zealand from
poverty stricken countries. The revenue from fagipg students has enabled Entity Q
to expand the range of services it offers and paesd its roll of immigrant children.

. Founding documents

The trust deed establishing Entity Q states thatpilrpose of Entity Q is to provide
high quality education to children who immigratesl New Zealand from poverty
stricken countries. The trust deed also providestEes with broad powers as to how
best to achieve this objective.

The trust deed also requires that, in the eventrtis is wound up, any residual assets
are to be applied to an organisation with similajeotives.

. Nature of the benefits

The nature of the benefits provided by Entity Q e educational services delivered
to the recipient children. The equity provided Eatity Q was for the benefit of
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immigrant children and not for the generation éhancial return. This would indicate
that the entity is a public benefit entity.

The fact that Entity Q also sells education sewite fee paying students at market
rates does not necessarily change the objectitreadntity.

If Entity Q established a subsidiary entity througlhich it ran its commercial
education operations, that subsidiary may be aitpoofnted entity. In this case it
would also be necessary to consider whether thapgreporting entity is a public
benefit entity in its own right.

. Quantum of the expected financial surplus

The trustees carefully manage the resources ottyEptiin order to maximise the
number of immigrant children it can accept and &intain a high quality educational
service. The trustees have a clear operationalgid have established clear financial
targets in order to achieve its objectives.

The financial targets are not expressed in termetofn on equity, but rather in terms
of meeting the development targets set out in therational plan. This may indicate
that the entity is a public benefit entity.

. Nature of equity interest

The trust deed requires that in the event Entitye@ses operating any residual assets
are to be applied to another entity with a simparpose. The use of the assets is
restricted and no individual can benefit privatielym the assets.

This may indicate that the entity is a public bérexftity.

. Nature of funding

Entity Q receives funding from a number of sources:
(i) investment income from the initial endowment;
(i) fee income from fee paying students; and
(iif) donations from other fund raising activities.

The relative levels of funding from each of thesmirses may indicate whether
Entity Q is a profit-oriented entity or a publicrzfit entity. If the majority of funding
is raised from investment income or donations apgliad to the provision of the
education services, then the entity may be a pligiefit entity. If the majority of the
funding is raised through the sale of educatiomises, it may indicate that the entity is
a profit-oriented entity.

Scenario 4: Sports Club

Club AFC is a football club established in a subeira large city. Club AFC is part of
a regional group of clubs that co-operate togetbhasrganise competitions, coaching
and training for a wide range of age-groups, froiye&r-olds through to senior grade
football and representative grades.
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. Founding documents - Constitution

Club AFC is established as a charitable trust.cdtsstitution states that it is a non-profit
entity established to foster participation and tonpote football in its suburb.

This indicates that Club AFC is likely to be a palilenefit entity.
. Nature of the benefits

The benefits provided by Club AFC arise from theordination of football
competitions and the provision of football coachitrgining and other facilities to the
community. Hence, Club AFC provides benefits diseto a particular section of the
public, and society as a whole may benefit indiyecNo individual person has a right
to the equity or to any net surplus generated byGhub. This may indicate that Club
AFC is a public benefit entity.

On the other hand, if Club AFC were to sell its @fuag and training services (eg to
schools, other football clubs, or individuals) armal market rates, this may indicate
that Club AFC is a profit-oriented entity.

. Quantum of the expected financial surplus

The Club manages its finances carefully. Its foalntargets are driven by its plans to
develop its facilities and the services it offerBhis may indicate that Club AFC is a
public benefit entity.

If the Club set financial targets with the objeetiof generating a commercial rate of
return, this may indicate that Club AFC is a profitented entity.

. Nature of equity interest

There is no clear equity instrument. The Constitustates that in the event the Club
is wound up or ceases operating, any residualsaaseto be applied to an organisation
with a similar purpose as Club AFC. This may iadiicthat the Club is a public benefit
entity.

. Nature of funding
Club AFC receives funding from various sources:
(i) membership fees;
(i)  sponsorship;
(i) bar and food sales; and
(iv) community grants.

Membership fees are set at a level to cover thé’€lcosts, after taking into account
the funding expected to be received from other c@sur This may indicate that
Club AFC is a public benefit entity.

If Club AFC received the majority of its fundingofn the sale of football coaching or
training services, or from ticket sales at footbadatches, this may indicate that
Club AFC is a profit-oriented entity.
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Appendix B
Amendments to other pronouncements
The amendments in this appendix shall be appliea@riaual periods beginning on or

after 1 January 2009. If an entity applies thisrétard for an earlier period, these
amendments shall be applied for that earlier period

*kkkk

The amendments contained in this appendix whenStasdard was issued in 2007
have been incorporated into the relevant pronoupogsrpublished in this volume.
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