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Recent Exposure Drafts 
The Financial Reporting Standards Board (FRSB) continues to issue exposure drafts as part 
of the convergence process with International Financial Reporting Standards (IFRS). The 
following exposure drafts have been recently issued for comment:

ED NZ IAS-24: Related Party Disclosures

New Zealand Standards Affected

SSAP-22: Related Party Disclosures

ED-91: Related Party Disclosures (2002)

Major Changes to Existing Practice

• The defi nition in ED NZ IAS-24 is more comprehensive than SSAP-22 as it specifi cally 
covers key management personnel (including directors), close family members of key 
management personnel, entities controlled, jointly controlled, or signifi cantly infl uenced 
by key management personnel or their close family members, and post employment 
benefi t plans. 

• Additional disclosures are required under ED NZ IAS-24 particularly of key management 
personnel compensation in total and for each of the following categories:

- short term employee benefi ts

- post employment benefi ts

- other long term benefi ts

- termination benefi ts, and

- equity compensation benefi ts.

• ED NZ IAS-24 does not specifi cally require disclosure of transactions that take place at a 
nil or nominal value as required by SSAP-22. 

• ED NZ IAS-24 is not proposed to replace ED-91. The FRSB plans to consider whether 
additional New Zealand disclosures should be developed based on ED-91 and is seeking 
comment on this. 

• ED-91 includes more detailed disclosures on remuneration and transactions with 
individual directors.

ED NZ IAS-28: Investments in Associates

New Zealand Standard Affected

FRS-38: Accounting for Investments in Associates
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Major Changes to Existing Practice

Scope

ED NZ IAS-28 exempts investments in associates held by venture capital organisations, 
mutual funds, unit trusts or similar entities including investment-linked insurance funds from 
the standard. No such “exemption is included in FRS-38. This exemption is only available 
where on initial recognition these investments are designated as “fair value through profit or 
loss” in accordance with ED NZ IAS-39, with changes in fair value being included in profit or 
loss in the period of change.

Definition of Significant Influence

• FRS-38 states that significant influence is unlikely to exist where the investee operates 
under long-term restrictions which impair significantly its ability to make distributions to 
the investor. ED NZ IAS-28 does not have this exemption as the IASB believes that such 
restrictions by themselves do not preclude the existence of significant influence.

Circumstances where Equity Accounting is not Applied

• ED NZ IAS-28 has less stringent requirements for exempting an investment in an associate 
held for sale from being equity accounted when compared to FRS-38. These investments 
are classified as held for trading and accounted for in accordance with NZ IAS-39, which 
requires that the investment be measured at fair value with changes in fair value taken 
through income.

• A parent which does not have to prepare consolidated financial statements is also 
exempted from having to equity account any associates.

• IASB ED-4: Disposal of Non-current Assets and Presentation of Discontinued Operations 
proposes an amendment that when an investment in an associate meets the criteria for 
classification as a non-current asset held for sale the investment is measured at the lower 
of its carrying amount and fair value less costs to sell, and is presented separately on the 
face of the balance sheet.

Discontinuation of the Equity Method

• ED NZ IAS-28 specifies that once the investment ceases to qualify as an associate because 
the investor ceases to have significant influence over the investee, the investment is 
accounted for in accordance with NZ IAS-39 with the carrying value at that date being 
regarded as its cost.

Disclosures

• NZ IAS-28 requires certain disclosures that are not required by FRS-38, such as 
summarised financial information for associates.

Invitation to Comment – Proposed NZ IAS-41: Agriculture

New Zealand Standard Affected

There is no financial reporting standard in New Zealand.  

Current guidance are; ED-90: Agriculture of which is based on IAS-41, Technical Practice 
Aid No. 5: Valuation of Livestock in the Financial Statements of Farming Enterprises, TPA-7: 
Accounting for Bloodstock Enterprises and the Research Bulletin 117: Accounting for Forestry 
Activities in New Zealand.

ED-90: Agriculture was issued before a decision was made to adopt IFRS. ED-90 is 
substantially the same as IAS-41 and the FRSB has decided not to reissue but have asked for 
additional comments on the adoption of the proposed NZ IAS-41.

Major Changes to Existing Practice

NZ IAS-41 requires that on initial recognition and at each reporting date, entities will be 
required to account for biological assets1 related to agricultural activity now at fair value less 
estimated point-of-sale costs2. Any gain or loss arising from recognition of or a change in fair 
value of a biological asset is to be included in the profit or loss for the period it was incurred 
in.

1 Per the Proposed NZ IAS-41, a biological asset is a living animal or plant.

2  Point-of-sale costs include commissions to brokers and dealers, levies by regulatory agencies and commodity  
exchanges, and transfer taxes and duties.
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IASB Exposure Draft 6: Exploration for and Evaluation of Mineral Resources

New Zealand Standard Affected

There is no current New Zealand financial reporting standard. Technical Practice Aid TPA-6: 
Accounting for Extractive Industries is the sole New Zealand pronouncement on extractive 
industries.

Overview of ED-6

ED-6 is not a comprehensive standard dealing with exploration for and evaluation of mineral 
resources. It permits entities to use their previous accounting policies with a couple of 
exceptions. It specifies certain costs which cannot be included in exploration and evaluation 
assets. It also specifically requires entities that recognise exploration and evaluation assets to 
test such assets for impairment in accordance with IAS-36: Impairment of Assets. However, 
the entities may test for impairment on the basis of a cash-generating unit for exploration 
and evaluation assets rather than the cash-generating unit that might otherwise be required 
by IAS-36.

Required disclosures include:

• The amounts in the entity’s financial statements that arise from exploration and evaluation 
expenditures

• The level at which the entity assesses exploration and evaluation assets for impairment

• Accounting policies for exploration and evaluation.

Recent IFRIC Draft Interpretations

IFRS includes Interpretations from the International Financial Reporting Interpretations 
Committee (IFRIC), a committee of the IASB. Entities must apply NZ IFRIC Interpretations 
if their financial statements are to be described as being prepared in accordance with NZ 
IFRS. Towards this aim the following four interpretations have been recently released and are 
discussed below.

IFRIC Draft Interpretation D3: Determining whether an Arrangement contains a 
Lease

The draft interpretation provides guidance on:

• determining whether an arrangement is, or contains, a lease as defined in IAS-17: Leases,

• when the assessment or a reassessment of whether an arrangement contains a lease 
should be made, and 

• if an arrangement contains a lease, how the payments for the lease should be separated 
from other payments in the arrangement. 

The draft interpretation does not provide guidance on whether such leases should be 
classified as finance or operating leases.

IFRIC Draft Interpretation D4: Decommissioning, Restoration and Environmental 
Rehabilitation Funds

The purpose of the draft interpretation is to provide guidance on accounting for those 
situations where assets that have been segregated and are administered by independent 
trustees to fund some or all of the costs of decommissioning plant or certain equipment, or 
in undertaking environmental rehabilitation. An entity will need to determine whether it has 
control, joint control or significant influence over the fund in which case it would apply the 
relevant accounting standard. If it does not, then it will account for its right to receive the 
reimbursement from the fund as a reimbursement in accordance with IAS-37: Provisions, 
Contingent Liabilities and Contingent Assets.

The IFRIC’s proposals also include an amendment to IAS-39: Financial Instruments: 
Recognition and Measurement, to exclude from its scope rights to reimbursement for 
expenditure required to settle a liability recognised as a provision.
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IFRIC Draft Interpretation D5: Applying IAS-29: Financial Reporting in 
Hyperinflationary Economies for the First Time.

IAS-29: Financial Reporting in Hyperinflationary Economies requires an entity operating in a 
hyperinflationary economy to restate all the elements of the financial statements, including 
comparatives, to given new values adjusted for inflation, on the basis that hyperinflation 
causes the historic balances to lose relevance. IFRIC Draft Interpretation D5 provides guidance 
on how to apply the requirements of IAS-29 in the first year an entity identifies the existence 
of hyperinflation and commences to restate its financial statements in accordance with IAS-
29.

Corporate Governance
The Securities Commission has released a document outlining the corporate governance 
principles it expects to be generally applied to the governance of entities that have economic 
impact in New Zealand or are accountable in various ways to the public. This includes listed 
issuers, other issuers, state owned enterprises, community trusts, and public sector entities.

The Principles do not impose any new legal obligations on issuers. However they set out 
standards of corporate governance that the Commission expects boards of issuers to observe 
and to report on to their investors and other stakeholders.

The Commission has identified nine principles and has developed guidelines as suggested 
ways of achieving the Principles. Entities do not need to report against each guideline, 
however they should report on how they have achieved each of the Principles. The nine 
Principles are: 

• Ethical Standards

• Board Composition and Performance

• Board Committees

• Reporting and Disclosure

• Remuneration

• Risk Management

• Auditors

• Shareholder Relations

• Stakeholder Interests

The full document Corporate Governance in New Zealand: Principles and Guidelines is 
available via the Securities Commission Website at: http://www.sec-com.govt.nz

Stock Exchange Rules Update
NZX Discipline and Participant Rules and Other miscellaneous changes:

NZX has published a revised version of the following:

• NZX Discipline Rules

• Miscellaneous NZX Listing Rules changes

• NZX Participant Rules

NZX Futures and Options Rules:

The Securities Commission has approved New Zealand Exchange Limited’s rules for regula-
tion of NZX futures and options dealers. 

The key changes to the NZX Listing Rules include:

• the introduction of shareholder approval for director retirement packages;

• existing contractual entitlements grandfathered;

• modification of the requirement for certain Listing Rules to be included in an Issuer’s 
constitution;
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Important Dates
 The FRSB’s timetable is aligned to that of 

the IASB. As the IASB issues standards, the 
FRSB will issue them as NZ IAS or NZ IFRS 
having made additions, where necessary, to 
ensure the standards are sector neutral. As a 
result the NZ agenda is subject to change as 
deliberations of the IASB proceed.

 An up to date timetable is available at: 
www.iasplus.com/agenda/timetabl.htm

 Keep track of these important dates for 
responding on Exposure Drafts to the FRSB.

Comments Due April 2004:

• ED NZ IAS-12: Income Taxes

• ED NZ IAS-28: Investments in Associates

• ED NZ IAS-32: Financial Instruments: 
Presentation and Disclosure

• ED NZ IAS-39: Financial Instruments: 
Recognition and Measurement

• IFRIC Draft Interpretation D5: Applying 
IAS-29: Financial Reporting in 
Hyperinflationary Economies for the First 
Time 

Comments Due May 2004:

• ED NZ IAS-24: Related Party Disclosures

• ED NZ IAS-41: Agriculture

All exposure drafts are available through the 
Institute’s website: www.icanz.co.nz

• requirement in appraisal reports for the Appraiser’s to provide reasons for why the 
transactions are fair;

• revised thresholds for Related Party transactions;

• removal of a need for an organising broker for the quotation of securities that have 
already been listed.

The rules have been submitted to the Minister of Commerce and are proposed to come into 
effect on 3 May 2004.

Visit the NZX Rules page to download the final rules at http://www.nzx.com/regulation.

Deloitte Resources
As well as our regular Accounting Alerts some other sources of support to assist you with 
your financial reporting requirements include:

IFRS Model Financial Statements and Checklists

Available at:

www.iasplus.com/fs/fs.htm
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