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This Standard was issued on 10 May 2018 by the New Zealand Accounting Standards Board of the External
Reporting Board pursuant to section 12(a) of the Financial Reporting Act 2013.

This Standard is a disallowable instrument for the purposes of the Legislation Act 2012, and pursuant to
section 27(1) of the Financial Reporting Act 2013 takes effect on 7 June 2018.

Reporting entities that are subject to this Standard are required to apply it in accordance with the effective date,
which is set out in Part C.

In finalising this Standard, the New Zealand Accounting Standards Board has carried out appropriate consultation
in accordance with section 22(1) of the Financial Reporting Act 2013.

This Standard has been issued to amend the scope of FRS-42 Prospective Financial Statements and align its
requirements with the current statutory financial reporting environment.
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AMENDMENTS TO THE SCOPE OF FRS-42

Part A

Introduction

This Standard amends the scope of FRS-42 Prospective Financial Statements so that it applies only to an entity that is
required by legislation or regulation to present general purpose prospective financial statements in accordance with
generally accepted accounting practice (GAAP). Most references to prospective financial information have also been
removed as part of clarifying the scope of FRS-42.

The amendments also align the requirements in FRS-42 with the current statutory financial reporting environment and
the mandate of the XRB/NZASB to issue standards for entities with a statutory obligation to prepare, or that opt under
an enactment to prepare, general purpose financial reports in accordance with accounting standards issued by the XRB.

Minor editorial corrections have also been made to align the terminology with that used in NZ IFRS.
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Part B: Amendments to FRS-42 Prospective Financial Statements

Scope

This Standard applies to Tier 1 and Tier 2 for-profit entities.

The Introduction is amended. New text is underlined and deleted text is struck through.

Main features of the Standard

FRS-42 applies where an entity is required,—er—choeses; by legislation or regulation to present general purpose
prospective financial statements infermation that comply with generally accepted accounting practice. Entities applying
the Standard are required to present a complete set of general purpose prospective financial statements for the reporting
period for which interim or annual historical general purpose financial statements will subsequently be presented.

Paragraphs 1, 3 and 10 are amended, paragraph 3A is added and paragraphs 4,5, 6, 7, 8 and 9 are
deleted. Paragraph 1.1 is provided for context. New text is underlined and deleted text is struck
through.

Objective

1 The objective of this Standard is to establish principles and specify minimum disclosures for entities that are
required by legislation or regulation to present general purpose prospective financial statements (hereafter
also referred to as “prospective financial statements”—exeest—whem—e&henmse—stated) in accordance Wlth
generally accepted accounting practice. A
financiakinformationtThis Standard requires that an entlty presentlng general purpose prospectlve fmanual
information statements presents a complete set of prospective financial statements using the best information
that could reasonably be expected to be available and which meet certain qualitative characteristics.

Scope

11 This Standard applies only to Tier 1 and Tier 2 for-profit entities.

2 [Deleted]

3 An entity shall apply this Standard where it is required by legislation or requlation;-erchoeses; to

present general purpose prospective financial statements in_accordance with generally accepted
accounting practice information.

3A An entity is encouraged to apply all the requirements in this Standard when it chooses, to present general
purpose prospective financial statements.

4 [Deleted |GenemLpurposemspeeHveﬂaaneaLm#emmﬂmmdades—meH+mﬂed—t&

5 [Deleted]An—entity—shal-apply inciples—i i anda
6 [Deleted] jve i i arhi j
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An entity whose prospective financial statements comply with FRS-42 shall make an explicit and
unreserved statement of such compliance in the notes. Prospective financial statements shall not be
described as complying with FRS-42 unless they comply with all the requirements of FRS-42. An entity
shall not describe prospective financial statements as complying with IFRSs. An entity wishing to
assert that prospective financial statements comply with NZGAAP may assert compliance with
FRS-42 and NZ-GAAP as it relates to prospective financial statements.

Paragraphs 37, 38 and 40 are amended. New text is underlined and deleted text is struck through.

37

38

39
40

The prospective eash—flew statement of cash flows shall separately disclose major classes of gross cash
receipts and gross cash payments arising from each of the following categories of cash flows, except to the
extent that such cash flows are reported on a net basis, as permitted by the relevant standard:

(@)
In the prospective statement of cash flows statement:

@

Where an entity presents prospective financial information in addition to the information reported in the
prospective financial statements, the relationship of that additional information to the information reported in
the prospective financial statements shall be explained. For example, where an entity presents a prospective
amount for earnings before interest, tax, depreciation and revaluation movements in addition to a prospective
income-statement of profit and loss and other comprehensive income that includes the minimum disclosures
in paragraphs 31 to 33, the relationship of prospective earnings before interest, tax, depreciation and
revaluation movements to the prospective profit or loss shall be explained. The explanation may be by way
of reconciliation.
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Paragraphs 45 and 46 are amended and paragraphs 42 and 43 are deleted. Paragraphs 41 and 44
are provided for context. New text is underlined and deleted text is struck through.

4

42

43

44

45

46

Accounting policies

Prospective financial statements shall be prepared in accordance with the accounting policies expected
to be used in the future for reporting historical general purpose financial statements.

|De|eted| Where—a

Periods covered by prospective financial statements

The reporting periods covered by prospective financial statements shall coincide with those for which
interim or annual historical general purpose financial statements will subsequently be presented.

When an entity presents historical general purpose financial statements for a period for which prospective
financial statements have previously been presented, the comparative requirements in FRS-44 New Zealand
Additional Disclosures (paragraphs 11.1 and 11.2) are relevant. Where legislation or regulation requires
prospective financial statements infermation to be prepared for a reporting period which differs from the period
for which historical general purpose financial statements erinfermation will subsequently be presented, an entity
is compelled to comply with such legislation or regulation. However, in such cases the entity may be able to
comply with both this Standard and the relevant legislation or regulation by presenting prospective financial
infermation statements for the balance of the current reporting period and for the subsequent interim or annual
reporting period.

The number of reporting periods covered by prospective financial statements may vary considerably
depending on the relevant legal requirements and the purpose and objective for which the prospective
financial statements are prepared. In general, the greater the number of future reporting periods included in
prospective financial statements, the more unreliable and uncertain the prospective financial statements
become. Entltles should exeruse caution about publlshlng prospectlve fmanual statements for perlods

Paragraphs 63 and 64 are deleted. New text is underlined and deleted text is struck through.

63

64

Disclosure of accounting policies
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Paragraph 71 is amended, paragraph 72G is added and the definition of general purpose prospective
financial information in Appendix A is deleted. New text is underlined and deleted text is struck
through.

71 Comparison of prospective financial statements with actual financial results is an essential element of
accountability. In the case of issuers FMC reporting entities a comparison of actual financial results against
the originally published statements is important because it provides users with a comparison of actual
performance with the projected performance at the time the entity raised funds. Some entities provide long-
term prospective financial statements which are updated annually, prior to the beginning of the year. In such
cases a comparison of actual financial results with the most recent prospective financial statements published
prior to the beginning of the period is generally relevant. Where information is revised during the course of
a year, the reasons for revising the information and an explanation of the differences between the originally
published prospective financial statements and the historical financial statements should be given.

Effective date

72

72G Amendments to the Scope of FRS-42, issued in May 2018, amended paragraphs 1, 3, 10, 37, 38, 40, 45, 46
and 71, added paragraph 3A and deleted paragraphs 4-9, 42, 43, 63 and 64, and the definition of general
purpose prospective financial information in Appendix A. An entity shall apply those amendments for
prospective financial statements published on or after 1 January 2019. Earlier application is permitted.

Appendix A
Defined terms

This Appendix is an integral part of the Standard.

i ol inf .

general purpose prospective Future-oriented financial statements prepared for external users who are unable
financial statements to require, or contract for, the preparation of special reports to meet their specific
information needs.
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Paragraph BC1 is amended, headings are inserted above paragraphs BC1 and BC2 and
paragraphs BC4—BC8 and the related heading are added. New text is underlined and deleted text is
struck through.

NZASB Basis for Conclusions on
FRS-42 Prospective Financial Statements

This Basis for Conclusions accompanies, but is not part of, FRS-42.

Introduction

BC1

This Basis for Conclusions summarises the New Zealand Accounting Standards Board’s (NZASB’s)
considerations in amending FRS-42-ir2013.

2013 Amendments

BC2

BC3

The NZASB noted that there was a conflict between the requirements of FRS-42 and the Securities Regulations
2009. In the case of an initial offering of equity securities by a public issuer, the Securities Regulations 2009
(Schedule 1, Clause 11) require the presentation of prospective financial statements for the balance of the
current period, and the subsequent interim or annual accounting period. In contrast, FRS-42 required the
presentation of prospective financial statements for the reporting period for which annual historical general
purpose financial statements will subsequently be presented.

The NZASB considered that it would be desirable for the reporting period requirements in the Regulations and
FRS-42 to be aligned. Having regard to the importance of comparisons between prospective and actual
financial statements, the NZASB amended paragraph 44 of FRS-42 to permit the presentation of prospective
financial statements for an interim period when an entity is proposing to present historical financial statements
for that period. The NZASB considered that this amendment was consistent with the objectives of the Financial
Reporting Standards Board (FRSB) when it originally developed FRS-42. The NZASB noted that the FRSB
had sought to avoid unnecessary differences between the Securities Regulations and FRS-42, whilst
highlighting the importance of being able to compare prospective financial statements with subsequent
historical financial statements.

2018 Amendments to the Scope

BC4

The NZASB reviewed and made changes to the scope of FRS-42 primarily due to changes in the regulatory

BC5

environment (for example, the issuance of the Accounting Standards Framework and changes to regulations).

The NZASB was also made aware of issues arising with the scope of FRS-42. There was uncertainty about to

BC6

which entities the Standard applies and the prospective financial information to which it applies.
The NZASB issued Amendments to the Scope of FRS-42 in May 2018. This amending standard amended the

BC7

scope of FRS-42 so that it applies to entities that are required by legislation or regulation to present general
purpose prospective financial statements in accordance with generally accepted accounting practice (GAAP).
This scope reflects the fact that the NZASB issues financial reporting standards for entities that have a statutory
requirement to prepare GAAP-compliant financial statements.

Most references to prospective financial information were also removed as part of clarifying the scope of

BC8

FRS-42.
The NZASB also took the opportunity to align the requirements in FRS-42 with the current statutory financial

reporting environment by, for example, deleting public sector examples of prospective financial statements
and by deleting requirements about parent entity and group prospective financial statements.
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New italicised text is inserted after the first italicised sentence under the main heading.
Paragraphs BC9—-BC16 and the related heading are deleted. Deleted text is struck through and new
text is underlined.

FRSB Basis for Conclusions on
FRS-42: Prospective Financial Statements

This Basis for Conclusions accompanies, but is not part of, FRS-42.

This Basis for Conclusions has not been revised by the NZASB, except for Paragraphs BC9-BC16 which have been
deleted by the NZASB because they are no longer relevant. This also avoids the risk that they might be read out of
context.

Secope
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A new footnote is added to BC19. New text is underlined and the footnote is indicated by an
asterisk.

Qualitative characteristics

BC19  The FRSB agreed that the Standard should include a discussion of the four qualitative characteristics of
understandability, relevance, reliability and comparability described in the New Zealand Equivalent to the
IASB Framework for the Preparation and Presentation of Financial Statements (NZ Framework) and in
the Statement of Concepts for General Purpose Financial Reporting (Statement of Concepts) and their
applicability to prospective financial statements (paragraphs 16 and 17).= This is based on the premise that
the qualities of useful information for establishing financial reporting standards for historical financial
statements are also applicable to prospective financial statements.

* _ The references to the NZ Framework and the Statement of Concepts in this paragraph are to documents that were relevant
at the time FRS-42 was first issued.

A new footnote is added to the heading References. New text is underlined and the footnote is
indicated by an asterisk.

References”

* __ This Appendix refers to documents that were relevant at the time FRS-42 was first issued. Some of these documents
have since been superseded.

11
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Part C

Effective Date

This Standard is effective for an entity’s prospective financial statements published on or after 1 January 2019.
Earlier application is permitted.
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