New Accounting
Standards and
Interpretations for

Tier 1 for-profit Entities

For 30 June 2025 year-end reports

New and changed requirements

We provide you with an overview of the accounting
pronouncements issued by the New Zealand
Accounting Standards Board (NZASB or the Board)
as of 30 June 2025, which:

= Must be applied for the first time for
30 June 2025 year-ends

= May be applied early for 30 June 2025 year-
ends if specific criteria are met

Implementing new accounting standards often
impacts entities beyond their financial reporting
functions. This publication is intended to:

= Support better conversations about accounting
changes with your stakeholders

= Help you respond in a timely manner to all
accounting changes in your next financial report

= Keep you focused on future changes in financial
reporting and their impact on your
implementation efforts

The better the question.
The better the answer.
The better the world works.

P
) §

Shape the future

with confidence

Accounting change disclosures
Financial statements are required to:

= Present the impact of the initial application of
new accounting standards applied

= Disclose the possible impact of the initial
application of forthcoming accounting
standards not yet applied or otherwise indicate
the reason for not doing so

Please note that Tier 2 for-profit entities applying
the Reduced Disclosure Requirements are not
required to disclose the possible impact of
accounting pronouncements issued, but for which
adoption has not yet commenced.

Remain alert to further changes

This publication is updated as of 30 June 2025. Any
pronouncements issued after this date (up until the
date of authorisation of your financial report) must
also be considered. Our Eye on Reporting
newsletters will keep you informed of further
changes.



https://www.ey.com/en_nz/services/ifrs
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Catalogue of new accounting pronouncements issued as of

30 June 2025

New pronouncements! that must be applied for
30 June 2025 year-ends

Amendments to NZ IAS 1 - Classification of Liabilities as Current or Non-Current

and Non-Current Liabilities with Covenants
Amendments to NZ IFRS 16 - Lease Liability in a Sale and Leaseback

Amendments to NZ IAS 7 and NZ IFRS 7 - Disclosures of Supplier Finance
Arrangements

Amendments to FRS 44 - Disclosure of Fees for Audit Firms' Services

New pronouncements that may be applied early for
30 June 2025 year-ends if specific requirements are met*

Amendments to NZ IAS 21 - Lack of Exchangeability

Amendments to NZ IFRS 9 and NZ IFRS 7 - Classification and Measurement of
Financial Instruments

Annual Improvements to NZ IFRS 2024

Amendments to NZ IFRS 1 First-time Adoption of NZ IFRS

Amendments to NZ IFRS 7 Financial Instruments: Disclosures

Amendments to NZ IFRS 9 Financial Instruments

Amendments to NZ IFRS 10 Consolidated Financial Statements

Amendments to NZ |AS 7 Statement of Cash Flows

NZ IFRS 18 Presentation and Disclosure of Financial Statements

Amendments to NZ IFRS 10 and NZ IAS 28 - Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture

Amendments to NZ IFRS 9 and NZ IFRS 7 - Contracts Referencing Nature
Dependent Electricity

L For full access to NZ IFRSs please visit https://www.xrb.govt.nz/
2 Commences annual reporting periods beginning on or after this date

Comn;:r;g(zement Application date?
1 January 2024 1 July 2024
1 January 2024 1 July 2024
1 January 2024 1 July 2024
1 January 2024 1 July 2024

Comn:iear::gment Application date?
1 January 2025 1 July 2025
1 January 2026 1 July 2026
1 January 2026 1 July 2026
1 January 2027 1 July 2027
1 January 2028 1 July 2028
1 January 2026 1 July 2026

3 Assuming that the entity has not early adopted the pronouncement according to specific provisions in the Standard
4 The ability to early adopt new standards and amendments will depend on the specific commencement and application date requirements of

each new standard or amendment

Return to the contents page
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https://www.xrb.govt.nz/

Catalogue of IFRIC agenda decisions

IFRIC agenda decisions published from 1 January 2024 to 30 June 2025

Merger between a parent and its subsidiary in separate financial statements

Payments contingent on continued employment during handover periods (IFRS 3)

Climate-related commitments (IAS 37)

Disclosure of revenue and expenses for reportable segments (IFRS 8)

Classification of cash flows related to variation margin calls on ‘collateralised-to-market' contracts
Recognition of Revenue from Tuition Fees (IFRS 15)

Recognition of Intangible Assets from Climate-related Expenditure (IAS 38)

Guarantees Issued on Obligations of Other Entities

Month of issue Page
January 2024 14
April 2024 14
April 2024 14
July 2024 15
January 2025 16
April 2025 16
April 2025 17
April 2025 18

Return to the contents page
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Classification of liabilities

Amendments to NZ IAS 1 Classification
of Liabilities as Current or Non-Current

Commences to apply for annual reporting periods
beginning on or after 1 January 2024.

Amendments to NZ IAS 1 Non-current
Liabilities with Covenants

Commences to apply for annual reporting periods
beginning on or after 1 January 2024.

A liability is classified as current if the entity has no
right at the end of the reporting period to defer
settlement for at least 12 months after the
reporting period. The NZASB issued amendments to
NZ IAS 1 Presentation of Financial Statements (NZ
IAS 1) - Classification of Liabilities as Current or
Non-Current to clarify the requirements for
classifying liabilities as current or non-current. In
particular:

= The amendments specify that the conditions
existing at the end of the reporting period are
those used to determine whether a right to
defer settlement of a liability exists.

= Management's intention or expectation does not
affect the classification of liabilities.

= |n cases where an instrument with a conversion
option is classified as a liability, the transfer of
equity instruments would constitute the
settlement of the liability for the purpose of
classifying it as current or non-current.

A consequence of the first amendment is that a
liability would be classified as current if its
repayment conditions failed their test at the
reporting date, despite those conditions only
becoming effective in the 12 months after the end
of the reporting period.

In response to this possible outcome, in May 2023,
the NZASB issued Amendments to NZ IAS 1 Non-
current Liabilities with Covenants to:

= Clarify that only covenants with which an entity
must comply on or before the reporting date will
affect a liability's classification as current or
non-current

= Add presentation and disclosure requirements
for non-current liabilities subject to compliance
with future covenants within the next 12
months

= Clarify specific situations in which an entity
does not have a right to defer settlement for at
least 12 months after the reporting date

These amendments apply retrospectively.

Resources

IFRS Developments Issue 159: Amendments to
classification of liabilities as current or non-current
(Updated July 2020)

IFRS Developments Issue 209: The IASB amends the
requirements for classification of non-current
liabilities with covenants (November 2022)

Return to the contents page 5
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https://www.ey.com/en_gl/technical/ifrs-technical-resources/amendments-to-classification-of-liabilities-as-current-or-non-current
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Leases

Amendments to NZ IFRS 16 - Lease
Liability in a Sale and Leaseback

Commences to apply for annual reporting periods
beginning on or after 1 January 2024.

In November 2022, the Board issued Lease Liability
in a Sale and Leaseback (Amendments to NZ IFRS
16 Leases (NZ IFRS 16)).

In a sale and leaseback transaction, where the
transfer of the asset meets the requirements of NZ
IFRS 15 Revenue from Contracts with Customers
(NZ IFRS 15) to be accounted for as an asset sale,
NZ IFRS 16 requires the seller-lessee to measure
the right-of-use asset arising from the leaseback at
the proportion of the previous carrying amount of
the asset that relates to the right of use retained by
the seller-lessee. The standard, however, does not
specify how the liability arising in a sale and
leaseback is measured. This can be a significant
issue when there are variable lease payments.
Exclusion of variable lease payments from the initial
recognition of the right-of-use asset and leaseback
liability could result in the recognition of a gain or
loss on the right-of-use asset retained.

The issue has been addressed in the amendment,
which specifies that the seller-lessee measures the
lease liability arising from the leaseback in such a
way that they do not recognise any gain or loss on
the sale and leaseback related to the right-of-use
asset retained.

After the commencement date, in a sale and
leaseback transaction, the seller-lessee applies
paragraphs 29 to 35 of NZ IFRS 16 to the right-of-
use asset arising from the leaseback and
paragraphs 36 to 46 of NZ IFRS 16 to the lease
liability arising from the leaseback. In applying

paragraphs 36 to 46, the seller-lessee determines
‘lease payments' or ‘revised lease payments' in such
a way that the seller-lessee would not recognise any
amount of the gain or loss that relates to the right
of use retained by the seller-lessee. Applying these
requirements does not prevent the seller-lessee
from recognising, in profit or loss, any gain or loss
relating to the partial or full termination of a lease,
as required by paragraph 46(a) of NZ IFRS 16.

The amendment does not prescribe specific
measurement requirements for the lease liability
arising from a leaseback. The seller-lessee will need
to establish an accounting policy that results in
information that is relevant and reliable, in
accordance with NZ IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors (NZ IAS
8).

The amendment, however, includes examples
illustrating the initial and subsequent measurement
of the lease liability in a sale and leaseback
transaction with variable lease payments that do
not depend on an index or rate. The amendment
may represent a significant change in accounting
policy for entities that enter into sale and leaseback
transactions with such variable payments.

The amendment to NZ IFRS 16 is applied
retrospectively to sale and leaseback transactions
entered into after the beginning of the annual
reporting period in which an entity first applied NZ
IFRS 16.

Resource

IFRS Developments Issue 206: IASB amends IFRS 16
for lease liability measurement in a sale and

leaseback transaction (September 2022)

Return to the contents page 6
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Key requirements

Financial instruments

Amendment to NZ IAS 7 and NZ IFRS 7
- Disclosures of Supplier Finance
Arrangements

Commences to apply for annual reporting periods
beginning on or after 1 January 2024.

The amendment provides clarification on the
characteristics of supplier finance arrangements. It
also introduces new disclosure requirements to
assist users in understanding the effects of supplier
finance arrangements on an entity’s liabilities, cash
flows and exposure to liquidity risk.

A supplier finance arrangement, as clarified by the
amendment, has the following characteristics:

= One or more finance providers pay amounts an
entity owes to its suppliers

= The entity settles the amounts with the finance
providers at the same time or after the date the
finance providers pay the suppliers

= Asaresult, the finance providers provide the
entity with extended payment terms, or the
suppliers with early payment terms, compared
to the original due dates

The amendments require disclosures on the impact
of supplier finance arrangements on liabilities and
cash flows, including:

= Terms and conditions

= The line items in which the supplier finance
arrangement financial liabilities are presented

= Carrying amounts, showing separately those for
which the finance providers have settled the
corresponding trade payables

= The range of payment due dates of the financial
liabilities owed to the finance providers and for
comparable trade payables that are not part of
those arrangements

= The types and effects of non-cash changes,
which prevent the carrying amounts of the
financial liabilities from being comparable

The amendments also include supplier finance
arrangements as an example of relevant disclosure
for quantitative liquidity risk disclosures under NZ
IFRS 7 Financial Instruments: Presentation (NZ IFRS
7), and provide guidance on the aggregation and
disaggregation of information.

Resource

IFRS Developments Issue 217: Supplier finance
arrangements - new disclosure requirements

(May 2023)

Amendments to NZ IFRS 9 and NZ IFRS
7 - Amendments to the Classification
and Measurement of Financial
Instruments

Commences to apply for annual periods beginning
on or after 1 January 2026.

The NZASB issued Amendments to the
Classification and Measurement of Financial
Instruments (Amendments to NZ IFRS 9 and NZ
IFRS 7), which:

= Clarify that a financial liability is derecognised
on the 'settlement date’, i.e., when the related
obligation is discharged, cancelled, expired or
the liability otherwise qualifies for derecognition

= Introduce an accounting policy option to
derecognise financial liabilities that are settled
through an electronic payment system before
the settlement date if certain conditions are met

= For the purpose of classifying a financial asset,
clarify how to assess the contractual cash flow
characteristics of financial assets that include
environmental, social, and governance (ESG)-
linked features and other similar contingent
features

= Clarify how non-recourse features and
contractually linked instruments are assessed
for the purpose of applying the solely payment
of principal and interest (SPPI) test when
determining the measurement basis of financial
assets

Return to the contents page 7
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= Require additional disclosures in NZ IFRS 7 for
financial assets and liabilities with contractual
terms that reference a contingent event
(including those that are ESG-linked), and equity
instruments classified at fair value through
other comprehensive income

Entities can early adopt the amendments that relate
to the classification of financial assets and the
related disclosures, and apply the other
amendments later, if specific requirements are met.

Resource

IFRS Developments Issue 228: IASB issues
amendments to classification and measurement of
financial instruments (June 2024)

Applying IFRS: Amendments to classification and
measurement of financial instruments
(November 2024)

Annual Improvements to NZ IFRS 2024 -
Amendments to NZ IFRS 9

Commences to apply for annual periods beginning
on or after 1 January 2026.

The NZASB has made the following narrow scope
amendments to NZ IFRS 9 Financial Instruments (NZ
IFRS 9):

= Derecognition of lease liabilities: Paragraph
2.1 of NZ IFRS 9 has been amended to clarify
that when a lessee determines that a lease
liability has been extinguished in accordance
with NZ IFRS 9, the lessee is required to apply
NZ IFRS 9.3.3.3 and recognise any resulting
gain or loss in profit or loss. However, the
amendments do not address how a lessee
distinguishes between a lease modification as
defined in NZ IFRS 16 and an extinguishment of
a lease liability in accordance with NZ IFRS 9.

= Transaction Price: Paragraph 5.1.3 of NZ IFRS
9 has been amended to replace the reference to
‘transaction price as defined by NZ IFRS 15’
with ‘the amount determined by applying NZ
IFRS 15’ to avoid confusion.

Earlier application is permitted if certain
requirements are met.

Resource

IFRS Developments Issue 229: IASB issues narrow-
scope amendments to five IFRS accounting
standards (June 2024)

Annual Improvements to NZ IFRS 2024 -
Amendments to NZ IFRS 7

Commences to apply for annual periods beginning
on or after 1 January 2026.

The NZASB has made the following narrow scope
amendment to NZ IFRS 7:

= Gain or loss on derecognition (paragraph B38):
updated the language on unobservable inputs
and added a cross reference to NZ IFRS 13 Fair
Value Measurement (NZ IFRS 13)

= Introduction to implementation guidance
(paragraph IG1): clarified that the guidance
does not necessarily illustrate all the
requirements in the referenced paragraphs of
NZ IFRS 7, nor does it create additional
reguirements

= Disclosure of deferred difference between fair
value and transaction price (paragraph 1G14):
amended mainly to make the wording consistent
with the requirements in NZ IFRS 7, and with
the terminology used in NZ IFRS 9 and NZ IFRS
13

= Credit risk disclosures (paragraph IG20B):
amended to simplify the explanation of which
aspects of NZ IFRSs are not illustrated in the
example

Earlier application is permitted if specific
requirements are met.

Resource

IFRS Developments Issue 229: IASB issues narrow-
scope amendments to five IFRS accounting
standards (June 2024)

Return to the contents page 8
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Amendments to NZ IFRS 9 and NZ IFRS
7 - Contracts Referencing Nature
Dependent Electricity

Commences to apply for annual periods beginning
on or after 1 January 2026.

Nature-dependent electricity contracts help entities to
secure their electricity supply from sources such as wind
and solar power. The amount of electricity generated
under these contracts can vary based on uncontrollable
factors such as weather conditions. This amends NZ IFRS
7 and NZ IFRS 9 to allow entities to better reflect these
contracts in the financial statements. The amendments:

. Clarify the application of the ‘own-use’ criteria
to nature-dependent electricity contracts.

=  Permit hedge accounting if these contracts are
used as hedging instruments.

. Add new disclosure requirements to enable
users of financial statements to better
understand the effect of these contracts on an
entity's financial performance and cash flows.

When applying the ‘own-use’ criteria, the sale of unused
nature-dependent electricity will be in accordance with an
entity’s expected purchase or usage requirements
provided that specified criteria are met. In particular, an
entity will be a net purchaser of electricity if it buys
sufficient electricity to offset any sales of unused
electricity - in the same market in which that electricity
was sold. This would allow the contracts to remain outside
the scope of NZ IFRS 9.

The amendments also allow an entity to designate a
variable nominal volume of forecast electricity

transactions as a hedged item, if specified criteria are met.

Earlier application is permitted if specific requirements are
met.

Resource

IFRS Developments issue 234 - Nature-dependent
Electricity - IFRS 9 and IFRS 7 amendments

Return to the contents page
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Audit fees

Amendment to FRS-44 - Disclosure of
Fees for Audit Firms' Services

Commences to apply for annual reporting periods
beginning on or after 1 January 2024.

The amendment to NZ FRS 44 New Zealand
Additional Disclosures (FRS-44) aims to address
concerns about the quality and consistency of
disclosures an entity provides about fees paid to its
audit or review firm for different types of services.

The enhanced disclosures are expected to improve
the transparency, and consistency of disclosures
about fees paid to an entity's audit or review firm.

Entities are required to disclose the fees incurred
for services received from their audit or review
firm, and a description of each service, using the
following specified categories:

= Audit or review of the financial statements

= Each type of other service performed by the
entity’s audit or review firm, using the following
categories:

= Audit or review-related services

= Other assurance services, and other agreed-
upon procedures engagements

= Taxation services

= Other services
The amendment also requires entities to separately
disclose the fees paid to the entity's audit or review
firm, as well as any other audit or review firms

engaged in any element of the audit or review of the
financial statements.

Resource

Quality Holdings (New Zealand) Limited - lllustrative
Financial Statements

Return to the contents page
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Group accounts

Amendments to NZ IFRS 10 and NZ IAS
28 - Sale or Contribution of Assets
between an Investor and its Associate or
Joint Venture

Commences to apply for annual reporting periods
beginning on or after 1 January 2028°.

The amendments to NZ IFRS 10 Consolidated
Financial Statements (NZ IFRS 10) and NZ IAS 28
Investments in Associates and Joint Ventures (NZ
IAS 28) clarify that a full gain or loss is recognised
when a transfer to an associate or joint venture
involves a business as defined in NZ IFRS 3 Business
Combinations (NZ IFRS 3).

Any gain or loss resulting from the sale or
contribution of assets that does not constitute a
business, however, is recognised only to the extent
of unrelated investors' interests in the associate or
joint venture.

These amendments are applied prospectively.
Earlier application is permitted if certain
requirements are met.

5 The NZASB initially deferred the effective date of these
amendments to 1 January 2020, subsequently deferred the

Annual Improvements to NZ IFRS 2024 -
Amendments to NZ IFRS 10 - De Facto
Agent

Commences to apply for annual periods beginning
on or after 1 January 2026. Early application is
permitted.

This amendment clarifies that the relationship
described in NZ IFRS 10.B74 is just one example of
a de facto agent relationship that might exist
between the investor and other parties. The
intention of this amendment is to remove the
inconsistency with the requirement in NZ IFRS
10.B73, which requires an entity to use judgement
to determine whether other parties are acting as de
facto agents.

Earlier application is permitted if certain
requirements are met.

Resource

IFRS Developments Issue 229: IASB issues narrow-
scope amendments to five IFRS accounting
standards (June 2024)

effective date of these amendments to 1 January 2025, and
then to 1 January 2028.

Return to the contents page 11
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Presentation and disclosure

NZ IFRS 18 Presentation and Disclosure
in Financial Statements

Commences to apply for annual reporting periods
beginning on or after 1 January 2027.

NZ IFRS 18 Presentation and Disclosures in
Financial Statements (NZ IFRS 18) has been issued
to improve how entities communicate in their
financial statements, with a particular focus on
information about financial performance in the
statement of profit or loss. The key presentation
and disclosure requirements established by NZ IFRS
18 are:

= The presentation of newly defined subtotals in
the statement of profit or loss

= The disclosure of management-defined
performance measures (MPM)

= Enhanced requirements for grouping
information (i.e., aggregation and
disaggregation)

NZ IFRS 18 is accompanied by limited conseqguential
amendments to the requirements in other
accounting standards, including NZ IAS 7.

NZ IFRS 18 introduces three new categories for
classification of all income and expenses in the
statement of profit or loss: operating, investing, and
financing. Additionally, entities will be required to
present subtotals for 'operating profit or loss’,
‘profit or loss before financing and income taxes,’
and ‘profit or loss.’

For the purposes of classifying income and
expenses into one of the three new categories,
entities will need to assess their main business
activity, which will require judgement. There may be
more than one main business activity.

NZ IFRS 18 also requires several disclosures in
relation to MPMs, such as how the measure is
calculated, how it provides useful information, and a

reconciliation to the most comparable subtotal
specified by NZ IFRS 18 or another standard.

NZ IFRS 18 will replace NZ IAS 1.

Resources

IFRS Developments Issue 223: The IASB issues IFRS
18 Presentation and Disclosure in Financial
Statements (April 2024)

Applying IFRS - A closer look at IFRS 18 (July 2024)

Return to the contents page 12
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Other topics

Amendment to NZ IAS 21 - Lack of
Exchangeability

Commences to apply for annual reporting periods
beginning on or after 1 January 2025.

The NZASB amended NZ IAS 21 The Effects of
Changes in Foreign Exchange Rates (NZ IAS 21),
requiring entities to apply a consistent approach in
determining:

= Whether a currency is exchangeable into
another currency

= The spot exchange rate to use when it is not
exchangeable

The amendment creates a new definition of
exchangeable, which explains that a currency is
exchangeable into another currency when:

= An entity can obtain the other currency within a
time frame that allows for a normal
administrative delay

= A market or exchange mechanism creates
enforceable rights and obligations over an
exchange transaction

The amendment also clarifies that a currency is not
exchangeable into another currency:

= If an entity can only obtain an insignificant
amount of the other currency

= At the measurement date for the specified
purpose

When a currency is not exchangeable:

= An entity shall estimate the spot exchange rate

= The estimate would reflect the rate at which an
orderly exchange transaction would take place
at the measurement date between market
participants under prevailing economic
conditions

= The entity must also disclose information on
how the lack of exchangeability affects, or is
expected to affect, the entity's financial
performance, financial position, and cash flows

Earlier application of the amendments is permitted
if specific requirements are met.

Resource

IFRS Developments Issue 220: Amendments to IAS
21: Lack of Exchangeability (September 2023)

Annual Improvements to NZ IFRS 2024 -
Amendments to NZ IFRS 1

Commences to apply for annual periods beginning
on or after 1 January 2026.

NZ IFRS 1 First-time Adoption of NZ IFRS (NZ IFRS
1) B5 and B6 have been amended to include cross
references to the qualifying criteria for hedge
accounting in NZ IFRS 9 6.4.1(a), (b), and (c). These
amendments are intended to address the potential
confusion arising from inconsistencies between the
wording in NZ IFRS 1 and the requirements for
hedge accounting in NZ IFRS 9.

Early application is permitted if certain
requirements are met.

Annual Improvements to NZ IFRS 2024 -
Amendments to NZ IAS 7

Commences to apply for annual periods beginning
on or after 1 January 2026.

Paragraph 37 of NZ IAS 7 Statement of Cash Flows
(NZ IAS 7) has been amended to replace the term
‘cost method' with the phrase ‘at cost,’ following the
deletion of the definition of ‘cost method.’

Early application is permitted if certain
requirements are met.

Resource

IFRS Developments Issue 229: IASB issues narrow-
scope amendments to five IFRS accounting
standards (June 2024)
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The IFRS Interpretations Committee (IFRIC or
Committee) issued no recent interpretations.
However, it issued several agenda decisions on
matters brought to its attention. Whilst IFRIC
agenda decisions do not add or change
requirements in NZ IFRS, entities are required to
consider explanatory material in an applicable
agenda decision when applying NZ IFRS.

Entities need to consider the impact of each agenda
decision, based on their circumstances, and possibly
adopt a change in policy. Agenda decisions do not
have commencement dates and so commence when
issued. However, entities are entitled to sufficient
time® to assess impacts and make required changes.

Below we summarise all IFRIC agenda decisions
published during the period from 1 January 2024 to
30 June 2025.

Merger between a parent and its
subsidiary in separate financial
statements (IAS 27) - January 2024

The IFRIC received a question about how a parent
entity that prepares separate financial statements
applying IAS 27 Separate Financial Statements (IAS
27) accounts for a merger with its subsidiary (which
constitutes a business as defined by IFRS 3) in its
separate financial statements.

The IFRIC observed that in accounting for the
merger transaction in their separate financial
statements, parent entities generally do not apply
the acquisition method in IFRS 3 and that there is
little, if any, diversity in determining whether to
apply IFRS 3 to such a transaction.

Based on its findings, the IFRIC concluded that the
matter above does not have widespread effect and
decided not to add a standard-setting project to the
work plan.

6 The IASB advised that ‘sufficient time’ will depend on the
particular facts and circumstances. Refer IFRS feature article:
Agenda decisions -time is of the essence.

Payments contingent on continued
employment during handover periods
(IFRS 3) - April 2024

The IFRIC received a request about how an entity
accounts for payments to the sellers of a business it
has acquired if those payments are contingent on
the sellers' continued employment during a post-
acquisition handover period. Based on evidence
gathered, the IFRIC observed that for such fact
patterns, entities apply the accounting described in
the Agenda Decision Continuing employment,
published in January 2013, and account for the
payments as compensation for post-combination
services rather than as additional consideration for
the acquisition, unless the service condition is not
substantive.

Based on its findings, the IFRIC concluded that the
matter above does not have widespread effect and
decided not to add a standard-setting project to the
work plan.

Climate-related commitments (IAS 37) -
April 2024

The IFRIC received a request asking it to clarify
whether an entity's voluntary commitment to
reduce or offset its greenhouse gas emissions
creates a constructive obligation for the entity, and
whether it meets the criteria for recognising a
provision under IAS 37 Provisions, Contingent
Liabilities and Contingent Assets (1AS 37).
Additionally, if a provision is recognised, whether
the corresponding amount is recognised as an
expense or as an asset. In the situation considered,
in 20X0 an entity publicly states its commitment:

= To gradually reduce annual greenhouse gas
emissions by at least 60% of its current level by
20X9
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= To offset remaining annual emissions in 20X9
and subsequent years by retiring carbon credits
purchased from the carbon market

The entity publishes a transition plan setting out
how it will gradually modify its manufacturing
methods between 20X1 and 20X9 to achieve the
reduction in annual emissions.

Additionally, the entity takes several other actions
that publicly affirm its intention to fulfil its
commitments.

The IFRIC concluded that whether the entity’s
statement of its commitments to reduce and offset
greenhouse gas emissions creates a constructive
obligation will depend on the facts of the statement
and the circumstances surrounding it.

The IFRIC also concluded that if the statement
creates a constructive obligation:

= The entity does not recognise a provision when
it makes the statement in 20X0. At that time,
the constructive obligation is not a present
obligation as a result of a past event.

= The entity does not recognise a provision
between 20X0 and 20X9 because it does not
have a present obligation as a result of a past
event until it has emitted the greenhouse gases
it has committed to offset.

= Asthe entity emits greenhouse gases in 20X9
and subsequent years, it will incur a present
obligation to offset these past emissions. If the
entity has not yet settled that obligation and a
reliable estimate can be made of the amount of
the obligation, the entity recognises a provision.

The IFRIC also observed that if a provision is
recognised, the corresponding amount is
recognised as an expense, rather than as an asset,

7 Specified amounts are amounts included in paragraph 23 of
IFRS 8 Operating Segments, which include revenue from external
customers, revenue from transactions with other operating
segments of the same entity, interest revenue, interest expense,

unless it gives rise to - or forms part of the cost of -
an item that qualifies for recognition as an asset in
accordance with an IFRS Accounting Standard.

The IFRIC concluded that the principles and
requirements in IFRS Accounting Standards provide
an adequate basis for an entity to determine the
accounting for the matters considered and decided
not to add a standard-setting project to the work
plan.

Disclosure of revenue and expenses for
reportable segments (IFRS 8) -
July 2024

IFRS 8 Operating Segments (IFRS 8) requires an
entity to disclose specified amounts” for each
reportable segment if the specified amounts are:

= Included in the measure of segment profit or
loss reviewed by the chief operating decision
maker (CODM)

Or

= Otherwise reqgularly provided to the CODM, even
if it is not included in that measure of segment
profit or loss

The Interpretations Committee received a request
to clarify three main points:

=  Whether an entity is required to disclose the
specified amounts if they are not reviewed
separately by the CODM

= Whether an entity is required to disclose the
specified amounts if the entity presents or
discloses them by applying a requirement in NZ
IFRS, other than paragraph 97 of IAS 1
Presentation of Financial Statements, and

= How an entity determines ‘material items’

depreciation and amortisation, material items of income and
expense disclosed, the entity’s interest in the profit or loss of
associates and joint ventures accounted for by the equity
method, income tax expense or income, and material non-cash
items other than depreciation and amortisation.
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The committee observed the following:

= |FRS 8 requires an entity to disclose the
specified amounts for each reportable segment
when those amounts are:

= Included in the measure of segment profit or
loss reviewed by the CODM, even if they are
not separately provided to or reviewed by
the CODM

Or

= Regqularly provided to the CODM, even if they
are not included in the measure of segment
profit or loss

=  When IAS 1 refers to materiality, it is in the
context of ‘information’ being material. An
entity applies judgement in considering whether
disclosing, or not disclosing, information in the
financial statements could reasonably be
expected to influence decisions that users of
financial statements make on the basis of those
financial statements.

= When disclosing material items of income and
expense, entities should:

= Assess whether information about an item of
income and expense is material in the
context of its financial statements taken as a
whole, by applying paragraph 7 of IAS 1

= Consider how to aggregate information in its
financial statements, by applying paragraph
7of IAS 1

= Consider the nature or magnitude of
information

= Consider the circumstances including, but
not limited to, those in paragraph 98 of 1AS
1, which lists examples of transactions that
might warrant disclosure

Classification of cash flows related to
variation margin calls on ‘collateralised-
to-market' contracts (IAS 7) - January
2025

The IFRIC received a question about how an entity
presents, in its statement of cash flows, the cash
flows related to variation margin call payments
made on contracts to purchase or sell commodities
at a predetermined price and time in the future.

The fact pattern involved a contract to purchase or
sell commodities at a predetermined price and at a
specified time in the future. Such contracts:

=  May be for different purposes, such as to
receive commodities in accordance with
expected usage requirements, to hedge against
fluctuations in prices or for trading purposes

=  Typically have a maturity of up to three years

=  Can be physically or net-cash settled and are
both centrally cleared and collateralised-to-
market. That is, during the life of the contract,
the counterparties make or receive daily
payments based on fluctuations in the fair
value of the contract. These variation margin
call payments represent a transfer of cash
collateral rather than a partial settlement

Based on evidence gathered, the IFRIC concluded
that the matters above do not have widespread
effect and decided not to add a standing-setting
project to the work plan.

Recognition of revenue from tuition fees
(IFRS 15)

The IFRIC received a request about the period over
which an educational institution recognises revenue
from tuition fees.

In the fact pattern considered:

=  Students attend an educational institution for
approximately 10 months of the year
(academic year) and have a summer break of
approximately two months.
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] During the summer break, the academic staff
take a four-week holiday and use the rest of the
time to wrap up the previous academic year
and to prepare for the next academic year.

] During the four-week holiday period, the
academic staff are employed by, and receive
salary from, the educational institution. Non-
academic staff provide some administrative
support, and the educational institution
continues to receive and pay for IT and
cleaning services.

Applying IFRS 15, the educational institution
recognises revenue from tuition fees over time. The
request asks whether the educational institution is
required to recognise that revenue

] Evenly over the academic year (10 months)

] Evenly over the annual reporting period (12
months)

= Orover a different period.

The IFRIC concluded that evidence gathered by the
Committee indicated:

] No diversity in accounting for revenue from
tuition fees

= Any differences in the period over which tuition
fee revenue is recognised results from differing
facts and circumstances and do not reflect
diversity in accounting for revenue from tuition
fees

Accordingly, the IFRIC concluded that the matters
above do not have widespread effect and decided
not to add a standing-setting project to the work
plan.

Recognition of Intangible Assets from
climate-related expenditure (IAS 38)

The IFRIC received a request about whether an
entity’s acquisition of carbon credits and
expenditure on research and development activities
meet the requirements in IAS 38 to be recognised
as intangible assets.

The fact pattern considered an entity that:

=  Committed in 2020 and 2021 to reducing a
percentage of its carbon emissions by 2030,
known as the “2030 commitment”

=  Took several affirmative actions including
creating a transition plan, engaging with net
zero-focused investors, publishing its
commitment and plans on its website, investing
in innovation programs (which will involve
creating expert teams of people), to name a
few.

=  Has concluded that its 2030 commitment and
subsequent affirmative actions have created a
constructive or legal obligation applying IAS
37.

As described in the April 2024 Climate related
commitments (IAS 37) agenda decision (refer
above), the entity considers the criteria in
paragraph 14 of IAS 37 for recognising a provision.

Observing that the entity separately assesses
whether it recognises an asset or an expense, the
IFRIC:

= Noted that the IASB has been researching and
engaging with stakeholders about the
prevalence and significance of pollutant pricing
mechanisms (PPMs), including the use of
carbon credits

= Chose to not consider the question about
accounting for acquisitions of carbon credits,
and considered only the question about
accounting for expenditure on research and
development activities

Based on evidence gathered, the IFRIC observed no
material diversity in accounting for expenditure on
research and development activities. Based on its
findings, the IFRIC concluded that the matter
described in the request does not have widespread
effect. Consequently, the Committee decided not to
add a standard-setting project to the work plan.
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Guarantees issued on obligations of
other entities

The IFRIC received a request about how an entity
accounts for guarantees that it issues. The request
described three fact patterns in the context of an
entity’s separate financial statements.

In the fact patterns considered:

=  Anentity issues several types of contractual
guarantees on obligations of a joint venture

=  The entity quarantees to make payments to a
bank, a customer, or another third party in the
event the joint venture fails to meet its
contractual obligations and fails to make
payments when due

The request asks whether the guarantees issued are
financial guarantee contracts to be accounted for in
accordance with IFRS 9 or another IFRS accounting
Standard, such as IFRS 17 Insurance Contracts,
IFRS 15 Revenue from Contracts with Customers
and IAS 37 Provisions, Contingent Liabilities and
Contingent Assets.

Evidence gathered by the IFRIC indicated that, in
practice:

] Entities issue guarantees on obligations of their
joint ventures and other entities (such as
associates, subsidiaries or third parties)

= Those guarantees have a variety of terms and
conditions

= Questions relating to the accounting for issued
guarantees arise both in the context of
separate and consolidated financial statements

The IFRIC observed that an entity:

=  Accounts for a guarantee it issues based on the
scoping and accounting requirements in IFRS

Accounting Standards, not based on the nature
of the entity’'s business activities

=  Applies judgement in determining which IFRS
Accounting Standard applies

=  Applies judgement in considering the specific
facts and circumstances and the terms and
conditions of the guarantee contract, analysing
all terms and conditions—whether explicit or
implicit—unless they have no substance.

The IFRIC noted that based on the scoping
requirements of the accounting standards listed
earlier:

=  Anentity first considers whether a guarantee it
issues is a 'financial guarantee contract’ as
defined in IFRS 9

= A ‘financial guarantee contract’ is ‘a contract
that requires the issuer to make specified
payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make
payment when due in accordance with the
original or modified terms of a debt
instrument’.

] However, the term ‘debt instrument’ is not
defined in IFRS Accounting Standards.

The IFRIC noted that the IASB has discussed
diversity in practice in the interpretation of the term
‘debt instrument’. The IFRIC therefore concluded
that an entity applies judgement in interpreting the
meaning of that term when determining whether a
guarantee is accounted for as a financial guarantee
contract.

With regards to the scoping requirements in IFRS
Accounting Standards, the IFRIC concluded that the
principles and requirements in IFRS Accounting
Standards provide an adequate basis for an entity
to determine how to account for a guarantee that it
issues.

The Committee decided not to add a standard-
setting project to the work plan.
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