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New Zealand Equivalent to IFRIC Interpretation 7pAjng the Restatement Approach
under NZ IAS 29%inancial Reporting in Hyperinflationary Economies (NZ IFRIC 7) is
set out in paragraphs 1-6 and the Appendix.

NZ IFRIC 7 is based on IFRIC 7 Applying the Restaat Approach under
NZ IAS 29Financial Reporting in Hyperinflationary Economies (IFRIC 7). NZ IFRIC 7
should be read in the context of the IFRIC's BdsisConclusions on IFRIC 7 and the
lllustrative Example for IFRIC 7. The scope anthauty of Interpretations are set out |in
paragraphs 2 and 7-16 of tResface to International Financial Reporting Sandards.

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

Differential Reporting

Qualifying entities that elect to apply the taxeygide method as permitted by the
Framework for Differential Reporting for Entities Applying the New Zealand Equivalents
to International Financial Reporting Standards Reporting Regime, instead of accounting
for income tax in accordance with NZ IAS 18come Taxes (NZ IAS 12), are nof
required to comply with NZ IFRIC 7 paragraph 4 and IRRIC 7 paragraph 5 (insofar
as NZ IFRIC 7 paragraph 5 relates to deferred tax).
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New Zealand Equivalent to IFRIC
Interpretation 7

Applying the Restatement Approach
under NZ IAS 29 Financial Reporting in
Hyperinflationary Economies

(NZ IFRIC 7)

References

. NZ IAS 12Income Taxes
. NZ IAS 29Financial Reporting in Hyperinflationary Economies

Background

1 This Interpretation provides guidance on how t@haghe requirements of
NZ IAS 29 in a reporting period in which an entity rities the existence of
hyperinflation in the economy of its functional mmcy, when that economy was
not hyperinflationary in the prior period, and tkatity therefore restates its
financial statements in accordance with NZ IAS 29.

Issues

2 The questions addressed in this Interpretatien ar

(a) how should the requirement ‘...stated in terrhshe measuring unit
current at the end of the reporting period’ in gaaph 8 of NZ IAS 29 be
interpreted when an entity applies the Standard?

(b) how should an entity account for opening defbtex items in its restated
financial statements?

The identification of hyperinflation is based the entity’s judgement of the criteria in paragr&pbf
NZ IAS 29.
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Consensus

3 In the reporting period in which an entity ideiatf the existence of hyperinflation
in the economy of its functional currency, not mavbeen hyperinflationary in
the prior period, the entity shall apply the reqomients of NZ IAS 29 as if the
economy had always been hyperinflationary. Theegfam relation to non-
monetary items measured at historical cost, théyentopening statement of
financial position at the beginning of the earlipstiod presented in the financial
statements shall be restated to reflect the effédbflation from the date the
assets were acquired and the liabilities were indusreassumed until the end of
the reporting period. For non-monetary items edrin the opening statement of
financial position at amounts current at dates rothan those of acquisition or
incurrence, that restatement shall reflect insthadeffect of inflation from the
dates those carrying amounts were determined umgilend of the reporting
period.

Qualifying Entities

NZ 3.1 Qualifying entities that elect to apply th&es payable method as permitted by the
Framework for Differential Reporting for Entities Applying the New Zealand
Equivalents to International Financial Reporting Sandards Reporting Regime,
instead of accounting for income tax in accordamith NZ IAS 12, are not
required to comply with NZ IFRIC 7 paragraph 4 and IRRIC 7 paragraph %
(insofar as NZ IFRIC 7 paragraph 5 relates to defetax).

4 At the end of the reporting period, deferred téemis are recognised and
measured in accordance with NZ IAS 12. However, theroed tax figures in
the opening statement of financial position for tlegorting period shall be
determined as follows:

(a) the entity remeasures the deferred tax itemsadcordance with
NZ IAS 12 after it has restated the nominal carryamgounts of its non-
monetary items at the date of the opening statewfefihancial position
of the reporting period by applying the measuring at that date.

(b) the deferred tax items remeasured in accordaiitbe(a) are restated for
the change in the measuring unit from the datb@fbpening statement of
financial position of the reporting period to thadeof that reporting
period.

The entity applies the approach in (a) and (bgstating the deferred tax items in
the opening statement of financial position of anynparative periods presented
in the restated financial statements for the répgrperiod in which the entity
applies NZ IAS 29.

5 After an entity has restated its financial statetsieall corresponding figures in
the financial statements for a subsequent repogérgd, including deferred tax
items, are restated by applying the change in tlsoring unit for that
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subsequent reporting period only to the restatednfiial statements for the
previous reporting period.

Effective date

6 This Interpretation becomes operative for antgatifinancial statements that
cover annual accounting periods beginning on oeraft January 2007. For
entities which elect to comply with NZ IFRS Eirst-time Adoption of
New Zealand Equivalents to International Financial Reporting Standards for an
annual accounting period beginning on or after hudey 2005 and before
1 January 2007, this Interpretation becomes operdidr annual accounting
periods beginning on or after 1 March 2006. Eagpplication is encouraged. |If
an entity applies this Interpretation to a periegibning before 1 March 2006, it
shall disclose that fact.

IFRIC lllustrative example

[ This example accompanies but is not part of NZ IFRIC 7.]

IFRIC Basis for Conclusions

BC1-BC25 [Paragraphs BC1-BC25 do not form paNofFRIC 7]
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Appendix

Amendments to the Framework for Differential
Reporting for Entities Applying the New Zealand
Equivalents to International Financial Reporting
Standards Reporting Regime

Entities shall apply the amendments in this appendix for annual periods beginning on or

after 1 January 2007. When an entity complies with NZ IFRS 1 First-time Adoption of
New Zealand Equivalents to International Financigp&ting Standard$or an annual

accounting period beginning on or after 1 January 2005 and before 1 March 2006, the entity

shall apply the amendments for annual accounting periods beginning on or after

1 January 2006. If an entity applies this Interpretation for an earlier period, the amendments

shall be applied for that earlier period.

*kkkk*k

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