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New Zealand Equivalent to International Financial &&pg Standard 7Financial
Instruments: DisclosuréNZ IFRS 7) is set out in paragraphs 1-45 and Apicesd\—E.
NZ IFRS 7 is based on International Financial RepgrStandard Financial Instruments:
Disclosures(IFRS 7) (2005) published by the International Agating Standards Board
(IASB). All the paragraphs have equal authority.rageaphs in bold type state the main
principles. Terms defined in Appendix A are in italithe first time they appear in the
Standard. Definitions of other terms are givenhi@ Glossary. NZ IFRS 7 should be read
in the context of its objective and the IASB’s Ba$is Conclusions on IFRS 7, the
New ZealandPrefaceand the New Zealand Equivalent to the IASBamework for the
Preparation and Presentation of Financial Stateme(t¥ Frameworf. Nz IAS 8
Accounting Policies, Changes in Accounting Estimated Errors provides a basis for
selecting and applying accounting policies in theemce 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 Rresentation of
Financial Statementgas revised in 2007) paragraph 5 explains thatiestother than
profit-oriented entities seeking to apply the Stmddmay need to amend the descriptions
used for particular line items in the financialtetaents and for the financial statements
themselves. For example, profit/loss may be reteto as surplus/deficit and capital or
share capital may be referred to as equity.
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HISTORY OF AMENDMENTS

Table of Pronouncements — NZ IFRS Financial | nstruments: Disclosures

This table lists the pronouncements establishind) @mending NZ IFRS 7. The table is
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Pronouncements Date approved |Early operative |Effective date
(ASRB date (annual
approval) reporting

periods... on
or after ...)
Reclassification of Financial Oct 2008 Restricted Prospective
AssetdAmendments to (Approval 109) |retrospective application
NZ IAS 39Financial application from 1 Nov
Instruments: Recognition and permitted back to| 2008 (not
Measuremenand NZ IFRS 7 Dec 2008 1 July 2008 annual period
Financial Instruments: (Approval 111) commencing)
Disclosure}
Improving Disclosures about | March 2009 Early application |1 Jan 2009
Financial Instruments (Approval 115) |permitted
(Amendments to NZ IFRS 7
Financial Instruments:
Disclosure}
Limited Exemption from March 2010 Early application |1 July 2010
Comparative NZ IFRS 7 (Approval 129) | permitted
Disclosures for First-time
Adopters(Amendment to
NZ IFRS 1)
Improvements to NZ IFRSs July 2010 Early application |1 Jan 2011
(Approval 131) | permitted
Minor Amendments to NZ IFRSsJuly 2010 Immediate Immediate
(Approval 132)
Disclosures—Transfers of Nov 2010 Early application |1 July 2011
Financial Asset¢Amendments tg (Approval 135) |permitted
NZ IFRS 7)
Table of Amended Paragraphs in NZ IFRS 7
Paragraph affected How affected By ... [date]
Contents Amended Amendments to NZ IFRS 7
[Sep 2006]

Introduction Amended Amendments to NZ IFRS 7
[Sep 2006]

Introduction Amended Minor Amendments
[July 2010]

© Copyright




NZ IFRS 7

Table of Amended Paragraphs in NZ IFRS 7

Paragraph affected How affected By ... [date]
Various Terminology NZ IAS 1
changed [Nov 2007]
Paragraph 3 Amended Amendments to NZ IAS 32 and NZ IAS 1
[Feb 2008]
Paragraph 3(a) Amended Improvements to NZ IFRSs
[June 2008]
Paragraph 3(c) Deleted NZ IFRS 3
[Feb 2008]
Paragraph NZ 5.1 Inserted Amendments to NZ IFRS 7
[Sep 2006]
Paragraph NZ 5.1 Amended Amendments to NZ IFRS 4
[Sept 2007]
Paragraph NZ 5.1 Amended Minor Amendments
[July 2010]
Paragraph NZ 5.2 Inserted Amendments to NZ IFRS 7
[Sep 2006]
Paragraph NZ 5.3 Inserted Amendments to NZ IFRS 4
[Sept 2007]
Paragraph 12 Amended Reclassification of Financial Assets
[Oct 2008]
Paragraph 12A Inserted Reclassification of Financial Assets
[Oct 2008]
Paragraph 13 and Deleted Disclosures—Transfers of Financial Assets|
preceding heading [Nov 2010]
Paragraphs 14-16 Amended Amendments to NZ IFRS 7
(Diff Rep) [Sep 2006]
Paragraph 20 and Amended NZ IAS 1
preceding heading [Nov 2007]
Paragraph 21 Amended NZ IAS 1
[Nov 2007]
Paragraphs 23— 42 |Amended Amendments to NZ IFRS 7
(Diff Rep) [Sep 2006]
Paragraph 23(c) Amended NZ IAS 1
[Nov 2007]

9 © Copyright



NZ IFRS 7

Table of Amended Paragraphs in NZ IFRS 7

Paragraph affected How affected By ... [date]
Paragraph 23(d) Amended NZ IAS 1
[Nov 2007]
Paragraph 27 Amended NZ IAS 1
[Nov 2007]
Paragraph 27 Amended Improving Disclosures
[Mar 2009]
Paragraph 27A Inserted Improving Disclosures
[Mar 2009]
Paragraph 27B Inserted Improving Disclosures
[Mar 2009]
Paragraph 32A Inserted Improvements to NZ IFRSs
[July 2010]
Paragraph 34 Amended Improvements to NZ IFRSs
[July 2010]
Paragraph 36 Amended Improvements to NZ IFRSs
[July 2010]
Paragraph 37 Amended Improvements to NZ IFRSs
[July 2010]
Paragraph 38 Amended Improvements to NZ IFRSs
[July 2010]
Paragraph 39 Amended Improving Disclosures
[Mar 2009]
Paragraph 42A and |Inserted Disclosures—Transfers of Financial Assets|
preceding heading [Nov 2010]
Paragraph 42B Inserted Disclosures—Transfers of Financial Assets|
[Nov 2010]
Paragraph 42C Inserted Disclosures—Transfers of Financial Assets
[Nov 2010]
Paragraph 42D Inserted Disclosures—Transfers of Financial Assets
[Nov 2010]
Paragraph 42E Inserted Disclosures—Transfers of Financial Assets|
[Nov 2010]
Paragraph 42F Inserted Disclosures—Transfers of Financial Assets|

[Nov 2010]

© Copyright

10



NZ IFRS 7

Table of Amended Paragraphs in NZ IFRS 7

Paragraph affected

How affected

By ... [date]

Paragraph 42G Inserted Disclosures—Transfers of Financial Assets|
[Nov 2010]
Paragraph 42H Inserted Disclosures—Transfers of Financial Assets|
[Nov 2010]
Paragraph 44M Inserted Disclosures—Transfers of Financial Assets|
[Nov 2010]
Paragraph 44A Inserted NZ IAS 1
[Nov 2007]
Paragraph 44B Inserted NZ IFRS 3
[Feb 2008]
Paragraph 44B Amended Improvements to NZ IFRSs
[July 2010]
Paragraph 44C Inserted Amendments to NZ IAS 32 and NZ IAS 1
[Feb 2008]
Paragraph 44D Inserted Improvements to NZ IFRSs
[June 2008]
Paragraph 44E Inserted Reclassification of Financial Assets
[Oct 2008]
Paragraph 44E Amended Reclassification of Financial Assets
[Dec 2008]
Paragraph 44F Inserted Reclassification of Financial Assets
[Dec 2008]
Paragraph 44G Inserted Improving Disclosures
[Mar 2009]
Paragraph 44G Amended Limited Exemption from Comparative
NZ IFRS 7 Disclosures for First-time Adopt
[March 2010]
Paragraph 44K Inserted Improvements to NZ IFRSs
[July 2010]
Paragraph 44L Inserted Improvements to NZ IFRSs
[July 2010]
Paragraph NZ 44.1 Inserted Amendments to NZ IFRS 7
[Sep 2006]
Paragraph NZ 44.2 Inserted Amendments to NZ IFRS 7
[Sep 2006]

11 © Copyright



NZ IFRS 7

Table of Amended Paragraphs in NZ IFRS 7

paragraph B31

Paragraph affected How affected By ... [date]

Paragraph NZ 45.1 Amended Amendments to NZ IFRS 7
[Sep 2006]

Appendix A Amended Improving Disclosures

liquidity risk [Mar 2009]

Appendix B Amended NZ IAS 1

paragraph B5 [Nov 2007]

Appendix B Amended Improving Disclosures

heading preceding [Mar 2009]

paragraph B10A

Appendix B Inserted Improving Disclosures

paragraph B10A [Mar 2009]

Appendix B Amended Improving Disclosures

paragraph B11 [Mar 2009]

Appendix B Inserted Improving Disclosures

paragraph B11A [Mar 2009]

Appendix B Inserted Improving Disclosures

paragraph B11B [Mar 2009]

Appendix B Inserted Improving Disclosures

paragraph B11C [Mar 2009]

Appendix B Inserted Improving Disclosures

paragraph B11D [Mar 2009]

Appendix B Inserted Improving Disclosures

paragraph B11E [Mar 2009]

Appendix B Inserted Improving Disclosures

paragraph B11F [Mar 2009]

Appendix B Deleted Improving Disclosures

paragraphs B12-B16 [Mar 2009]

Appendix B Inserted Disclosures—Transfers of Financial Assets|

paragraph B29 and twpo [Nov 2010]

preceding headings

Appendix B Inserted Disclosures—Transfers of Financial Assets|

paragraph B30 [Nov 2010]

Appendix B Inserted Disclosures—Transfers of Financial Assets|

[Nov 2010]

© Copyright

12



NZ IFRS 7

Table of Amended Paragraphs in NZ IFRS 7

Paragraph affected

How affected

By ... [date]

Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B32 and [Nov 2010]
preceding heading
Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B33 and [Nov 2010]
preceding heading
Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B34 and [Nov 2010]
preceding heading
Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B35 [Nov 2010]
Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B36 [Nov 2010]
Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B37 and [Nov 2010]
preceding heading
Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B38 and [Nov 2010]
preceding heading
Appendix B Inserted Disclosures—Transfers of Financial Assets|
paragraph B39 and [Nov 2010]
preceding heading
Introduction to Amended Amendments to NZ IFRS 7
Appendix C [Sep 2006]
Appendix E Inserted Amendments to NZ IFRS 7
[Sep 2006]
Appendix E Amended Improving Disclosures
paragraph E19 [Mar 2009]
Appendix E Amended Improving Disclosures
paragraph E20 [Mar 2009]
Appendix E Amended Improving Disclosures
paragraph E21 [Mar 2009]

13 © Copyright



NZ IFRS 7

Introduction to NZ IFRS 7

In recent years, the techniques used by entitiesniasuring and managing exposure to
risks arising from financial instruments have ewahvand new risk management concepts
and approaches have gained acceptance. In additiany public and private sector
initiatives have proposed improvements to the dmale framework for risks arising from
financial instruments.

The International Accounting Standards Board beett users of financial statements
need information about an entity’'s exposure tosrigkhd how those risks are managed.
Such information can influence a user’'s assessifetite financial position and financial
performance of an entity or of the amount, timimgl aincertainty of its future cash flows.
Greater transparency regarding those risks allows isenake more informed judgements
about risk and return.

Consequently, the IASB concluded that there was al rieerevise and enhance the
disclosures in IAS 3Misclosures in the Financial Statements of Banks &milar
Financial Institutionsand IAS 32Financial Instruments: Disclosure and PresentatioAs
part of this revision, the IASB removed duplicatielisclosures and simplified the
disclosures about concentrations of risk, credk, fiquidity risk and market risk in IAS 32.

NZ IFRS 7 is based on IFRS 7.

Main features of the Standard

NZ IFRS 7 applies to all risks arising from all fir@al instruments, except those
instruments listed in paragraph 3. The Standapliepto all entities, including entities that
have few financial instruments (eg a manufacturer sghonly financial instruments are
accounts receivable and accounts payable) and thaséave many financial instruments
(eg a financial institution most of whose assets kattilities are financial instruments).
However, the extent of disclosure required dependshenextent of the entity’'s use of
financial instruments and of its exposure to risk.

The Standard requires disclosure of:

(a) the significance of financial instruments far antity’s financial position and
performance. These disclosures incorporate marlyeofequirements previously
in NZ IAS 32Financial Instruments: Disclosure and Presentation

(b) qualitative and quantitative information abaiposure to risks arising from
financial instruments, including specified minimuisclosures about credit risk,
liquidity risk and market risk. The qualitativesdiosures describe management’s
objectives, policies and processes for managingethisks. The quantitative
disclosures provide information about the extentich the entity is exposed to
risk, based on information provided internally te tentity’'s key management
personnel. Together, these disclosures providevarview of the entity’s use of
financial instruments and the exposures to risky thieate.

© Copyright 14
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The Standard includes in Appendix B mandatory appba guidance that explains how to
apply the requirements in the Standard. IFRS 7&dsompanied by non-mandatory
Implementation Guidance that describes how an emtight provide the disclosures
required by the Standard. This non-mandatory Implegtation Guidance is available
through the IASB.

NZ IFRS 7 supersedes NZ IAS Risclosures in the Financial Statements of Banks and
Similar Financial Institutionsand the disclosure requirements of NZ IAS 32. The
presentation requirements of NZ IAS 32 remain ungled.

The Standard is effective for annual accountingioger beginning on or after
1 January 2007. Earlier application is encouraged.

In adopting IFRS 7 for application as NZ IFRS 7,guaaphs NZ 5.1 and NZ 5.2 have been
included. Paragraphs NZ 5.1 to NZ 5.3 highlight dligerential reporting concessions
available to qualifying entities. Appendix E spe&sfadditional disclosure requirements for
financial institutions.

Profit-oriented entities, other than qualifying iées applying any differential reporting

concessions, that comply with NZ IFRS 7 will simultangly be in compliance with

IFRS 7. Public benefit entities using the “NZ” pgir@phs in the Standard that specifically
apply to public benefit entities may not simultangly be in compliance with IFRS 7.

Whether a public benefit entity will be in complianwith IFRS 7 will depend on whether
the “NZ” paragraphs provide additional guidance pablic benefit entities or contain

requirements that are inconsistent with the cormedipg IASB Standard and will be

applied by the public benefit entity.

Differential Reporting

Qualifying entities are given several concessionthéorequirements of this Standard (as
identified in the Standard).
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New Zealand Equivalent to International
Financial Reporting Standard 7

Financial Instruments: Disclosures
(NZ IFRS 7)

Objective

1 The objective of this Standard is to requiret&rgito provide disclosures in their
financial statements that enable users to evaluate:

@

(b)

the significance of financial instruments fbe tentity’s financial position
and performance; and

the nature and extent of risks arising fromafiaial instruments to which
the entity is exposed during the period and atethd of the reporting
period, and how the entity manages those risks.

2 The principles in this Standard complement thagples for recognising,
measuring and presenting financial assets and diakhabilities in NZ IAS 32
Financial Instruments: Presentatiomnd NZ IAS 39 Financial Instruments:
Recognition and Measurement

Scope

3 This Standard shall be applied by all entitiesltdypes of financial instruments,
except:
(@) those interests in subsidiaries, associategoimt ventures that are

© Copyright

accounted for in accordance with NZ IAS €dnsolidated and Separate
Financial StatementdNZ IAS 28Investments in Associates NZ IAS 31
Interests in Joint Ventures However, in some cases, NZ IAS 27,
NZ IAS 28 or NZ IAS 31 permits an entity to account &or interest in a
subsidiary, associate or joint venture using NZ IAB B those cases,
entities shall apply the requirements of this Steidd Entities shall also
apply this Standard to all derivatives linked ttenests in subsidiaries,
associates or joint ventures unless the derivatigets the definition of an
equity instrument in NZ IAS 32.

16
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(b) employers’ rights and obligations arising fremployee benefit plans, to
which NZ IAS 19Employee Benefipplies.

(c) [deleted by IASB]

(d) insurance contracts as defined in NZ IFRSIndurance Contracts
However, this Standard applies to derivatives th& embedded in
insurance contracts if NZ IAS 39 requires the erttityaccount for them
separately. Moreover, an issuer shall apply then&ard to financial
guarantee contracts if the issuer applies NZ IAS rB%etognising and
measuring the contracts, but shall apply NZ IFR&tHéd issuer elects, in
accordance with paragraph 4(d) of NZ IFRS 4, to apify IFRS 4 in
recognising and measuring them.

(e) financial instruments, contracts and obligationnder share-based
payment transactions to which NZ IFRSSBare-based Paymeapplies,
except that this Standard applies to contracts witthie scope of
paragraphs 5—7 of NZ IAS 39.

® instruments that are required to be classiféed equity instruments in
accordance with paragraphs 16A and 16B or paragEiBsand 16D of
NZ IAS 32.

This Standard applies to recognised and unresednfinancial instruments.
Recognised financial instruments include finanesdets and financial liabilities
that are within the scope of NZ IAS 39. Unrecogni§iedncial instruments
include some financial instruments that, althougtsiole the scope of NZ IAS 39,
are within the scope of this Standard (such as doamecommitments).

This Standard applies to contracts to buy or aefion-financial item that are
within the scope of NZ IAS 39 (see paragraphs 57 of A&Z39).

Qualifying Entities

NZ 5.1

NZ 5.2

9%
@

Other than financial institutions as definedAippendix E to this Standard (s
paragraph NZ 5.2 below) or entities complying with MRS 4 Insurance
Contracts (see paragraph NZ 5.3 below), entities which qudidy differential
reporting concessions in accordance with theamework for Differential
Reporting for Entities Applying the New Zealand iEglents to Internationa
Financial Reporting Standards Reporting Regif2905) are not required t
comply with the disclosure requirements in this 8tad denoted with an
asterisk (*).

Qualifying entities which are also financiastitutions, as defined in Appendix
to this Standard, are not required to comply with disclosure requirements
this Standard denoted with an asterisk (*), excepthe extent that Appendix
refers to these disclosure requirements. Qualifyamgities which are als
financial institutions shall comply in full with amgquirements of this Standal
which are referred to in Appendix E.

O

g o msm
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NZ 5.3 Qualifying entities which are also complyinghMZ IFRS 4lnsurance Contractg
are not required to comply with the disclosure remments in this Standard
denoted with an asterisk (*), except to the extbat NZ IFRS 4 refers to thege
disclosure requirements for insurance contractseulide scope of NZ IFRS 7.
Qualifying entities that are also complying with NARIE 4 shall comply in full
with any requirements of this Standard which arerrefeto in NZ IFRS 4.

Classes of financial instruments and level of discl osure

6 When this Standard requires disclosures by cffsancial instrument, an entity
shall group financial instruments into classes #ratappropriate to the nature of
the information disclosed and that take into actdha characteristics of those
financial instruments. An entity shall provide fatient information to permit
reconciliation to the line items presented in ttatesnent of financial position.

Significance of financial instruments for financial
position and performance

7 An entity shall disclose information that enablesusers of its financial
statements to evaluate the significance of finandiainstruments for its
financial position and performance.

Statement of financial position

Categories of financial assets and financial liabil ities

8 The carrying amounts of each of the followingegatries, as defined in NZ IAS 39,
shall be disclosed either in the statement of fif@osition or in the notes:

(@) financial assets at fair value through profilass, showing separately (i)
those designated as such upon initial recognitiwh () those classified
as held for trading in accordance with NZ IAS 39;

(b) held-to-maturity investments;
(c) loans and receivables;
(d) available-for-sale financial assets;

(e) financial liabilities at fair value through fitoor loss, showing separately
(i) those designated as such upon initial recogmitand (ii) those
classified as held for trading in accordance withIN& 39; and

® financial liabilities measured at amortisedtcos

© Copyright 18
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Financial assets or financial liabilities at fairv  alue through
profit or loss

If the entity has designated a loan or receivédrlgyroup of loans or receivables)

as at fair value through profit or loss, it shadidiose:

@)

(b)

(©

(d)

the maximum exposure toedit risk (see paragraph 36(a)) of the loan or
receivable (or group of loans or receivables) at¢hd of the reporting
period.

the amount by which any related credit derivegior similar instruments
mitigate that maximum exposure to credit risk.

the amount of change, during the period and uatively, in the fair
value of the loan or receivable (or group of loangeceivables) that is
attributable to changes in the credit risk of tlmauficial asset determined
either:

0] as the amount of change in its fair value tlsatot attributable to
changes in market conditions that give risentrket risk or

(ii) using an alternative method the entity belevwaore faithfully
represents the amount of change in its fair vehage is attributable
to changes in the credit risk of the asset.

Changes in market conditions that give rise to efarisk include changes
in an observed (benchmark) interest rate, commogiige, foreign
exchange rate or index of prices or rates.

the amount of the change in the fair valuerof eelated credit derivatives
or similar instruments that has occurred during theriod and
cumulatively since the loan or receivable was destigph

10 If the entity has designated a financial liapiks at fair value through profit or
loss in accordance with paragraph 9 of NZ IAS 3%atldisclose:

@)

the amount of change, during the period andutatimely, in the fair
value of the financial liability that is attributigbto changes in the credit
risk of that liability determined either:

0] as the amount of change in its fair value tlsatot attributable to
changes in market conditions that give rise to mftarisk (see
Appendix B, paragraph B4); or

(ii) using an alternative method the entity belevwmore faithfully
represents the amount of change in its fair vatag is attributable
to changes in the credit risk of the liability.

19 © Copyright



NZ IFRS 7

11

12

12A

Changes in market conditions that give rise to rfarisk include changes
in a benchmark interest rate, the price of anothetity’s financial
instrument, a commodity price, a foreign exchange or an index of
prices or rates. For contracts that include a-limktng feature, changes
in market conditions include changes in the pertoroe of the related
internal or external investment fund.

(b) the difference between the financial liabilitarrying amount and the
amount the entity would be contractually requiregag at maturity to the
holder of the obligation.

The entity shall disclose:

(@) the methods used to comply with the requiremiengaragraphs 9(c) and
10(a).

(b) if the entity believes that the disclosure dshgiven to comply with the
requirements in paragraph 9(c) or 10(a) does ntitffdly represent the
change in the fair value of the financial assetfioancial liability
attributable to changes in its credit risk, thesoges for reaching this
conclusion and the factors it believes are relevant

Reclassification

If the entity has reclassified a financial aggeticcordance with paragraphs 51-54
of NZ IAS 39) as one measured:

(a) at cost or amortised cost, rather than awlire; or
(b) at fair value, rather than at cost or amorticest,

it shall disclose the amount reclassified into aud of each category and the
reason for that reclassification.

If the entity has reclassified a financial asaé of the fair value through profit or
loss category in accordance with paragraph 50B or GONZ IAS 39 or out of
the available-for-sale category in accordance wittagraph 50E of NZ IAS 39,
it shall disclose:

(@) the amount reclassified into and out of eatbgmay;

(b) for each reporting period until derecognitiche carrying amounts and
fair values of all financial assets that have bestassified in the current
and previous reporting periods;

(c) if a financial asset was reclassified in accoogawith paragraph 50B, the
rare situation, and the facts and circumstancesatidg that the situation
was rare;
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(d) for the reporting period when the financial &ssas reclassified, the fair
value gain or loss on the financial asset recogniseprofit or loss or
other comprehensive income in that reporting peend in the previous
reporting period;

(e) for each reporting period following the recléisation (including the
reporting period in which the financial asset waslassified) until
derecognition of the financial asset, the fair eafjain or loss that would
have been recognised in profit or loss or othermemensive income if
the financial asset had not been reclassified, taedgain, loss, income
and expense recognised in profit or loss; and

)] the effective interest rate and estimated an®wif cash flows the entity
expects to recover, as at the date of reclassditaff the financial asset.

[Deleted by IASB]

Collateral

An entity shall disclose:

(@) the carrying amount of financial assets it pixiged as collateral for
liabilities or contingent liabilities, including asants that have been
reclassified in accordance with paragraph 37(a) olAZ39; and

(b) the terms and conditions relating to its pledge

When an entity holds collateral (of financiat pon-financial assets) and is
permitted to sell or repledge the collateral in dbsence of default by the owner
of the collateral, it shall disclose:

(@) the fair value of the collateral held;

(b) the fair value of any such collateral sold epledged, and whether the
entity has an obligation to return it; and

(c) the terms and conditions associated with itsafigiee collateral.

Allowance account for credit losses

When financial assets are impaired by credisés and the entity records the
impairment in a separate account (eg an allowanceuat used to record
individual impairments or a similar account used record a collective
impairment of assets) rather than directly redudimg carrying amount of the
asset, it shall disclose a reconciliation of charigehat account during the period
for each class of financial assets.
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Compound financial instruments with multiple embedd ed
derivatives

17 If an entity has issued an instrument that doathoth a liability and an equity
component (see paragraph 28 of NZ IAS 32) and theuiment has multiple
embedded derivatives whose values are interdepen@eich as a callable
convertible debt instrument), it shall disclose d¢xéstence of those features.

Defaults and breaches

18 Forloans payablaecognised at the end of the reporting periodemtity shall
disclose:

(@) details of any defaults during the period oingipal, interest, sinking
fund, or redemption terms of those loans payable;

(b) the carrying amount of the loans payable inadkfat the end of the
reporting period; and

(c) whether the default was remedied, or the terfrtheloans payable were
renegotiated, before the financial statements wattgoaised for issue.

19 If, during the period, there were breaches oh lagreement terms other than
those described in paragraph 18, an entity shatl@ie the same information as
required by paragraph 18 if those breaches peunitte lender to demand
accelerated repayment (unless the breaches weraigmer the terms of the
loan were renegotiated, on or before the end ofetherting period).

Statement of comprehensive income

Items of income, expense, gains or losses

20 An entity shall disclose the following items otdame, expense, gains or losses
either in the statement of comprehensive incormia tre notes:

(a) net gains or net losses on:

0] financial assets or financial liabilities airffaalue through profit or
loss, showing separately those on financial assetfinancial
liabilities designated as such upon initial rectigni and those on
financial assets or financial liabilities that @tessified as held for
trading in accordance with NZ IAS 39;
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(ii) available-for-sale financial assets, showingaately the amount
of gain or loss recognised in other comprehensigerne during
the period and the amount reclassified from equitprofit or loss
for the period;

(i) held-to-maturity investments;
(iv)  loans and receivables; and

v) financial liabilities measured at amortisedtcos

(b) total interest income and total interest expelisalculated using the
effective interest method) for financial assetdfinancial liabilities that
are not at fair value through profit or loss;

(c) fee income and expense (other than amountaded| in determining the
effective interest rate) arising from:

0] financial assets or financial liabilities thate not at fair value
through profit or loss; and

(i) trust and other fiduciary activities that réisin the holding or
investing of assets on behalf of individuals, tsustetirement
benefit plans, and other institutions;

(d) interest income on impaired financial assetswed in accordance with
paragraph AG93 of NZ IAS 39; and

(e) the amount of any impairment loss for eachsctddinancial asset.

Other disclosures

Accounting policies

In accordance with paragraph 117 of NZ IASPtesentation of Financial
Statementgas revised in 2007), an entity discloses, in timaraary of significant
accounting policies, the measurement basis (orshassed in preparing the
financial statements and the other accounting igsliosed that are relevant to an
understanding of the financial statements.

Hedge accounting

An entity shall disclose the following separatelyeach type of hedge described
in NZ IAS 39 (ie fair value hedges, cash flow hedgasd hedges of net
investments in foreign operations):

(a) adescription of each type of hedge;
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(b) a description of the financial instruments dested as hedging
instruments and their fair values at the end ofréiperting period; and

(c) the nature of the risks being hedged.
*23 For cash flow hedges, an entity shall disclose:

(a) the periods when the cash flows are expectetdar and when they are
expected to affect profit or loss;

(b) a description of any forecast transaction foichthedge accounting had
previously been used, but which is no longer expetdeccur;

(c) the amount that was recognised in other compate income during the
period,;

(d) the amount that was reclassified from equityptofit or loss for the
period, showing the amount included in each linmite the statement of
comprehensive income; and

(e) the amount that was removed from equity duttiregperiod and included in
the initial cost or other carrying amount of a non-financesea or non-
financial liability whose acquisition or incurrene&as a hedged highly
probable forecast transaction.

*24 An entity shall disclose separately:

(@) in fair value hedges, gains or losses:

0] on the hedging instrument; and
(ii) on the hedged item attributable to the hedgskl

(b) the ineffectiveness recognised in profit orsltisat arises from cash flow
hedges.

(c) the ineffectiveness recognised in profit orsltisat arises from hedges of
net investments in foreign operations.

Fair value

*25 Except as set out in paragraph 29, for eacbsaidi financial assets and financial
liabilities (see paragraph 6), an entity shall ldise the fair value of that class of
assets and liabilities in a way that permits it & dompared with its carrying
amount.
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In disclosing fair values, an entity shall gpofinancial assets and financial
liabilities into classes, but shall offset themyotd the extent that their carrying
amounts are offset in the statement of financiaitpm.

An entity shall disclose for each class of fioiah instruments the methods and,
when a valuation technique is used, the assumpéipped in determining fair
values of each class of financial assets or fir@r@bilities. For example, if
applicable, an entity discloses information abdwg tassumptions relating to
prepayment rates, rates of estimated credit logs®sb,interest rates or discount
rates. If there has been a change in valuatidmtque, the entity shall disclose
the change and the reasons for making it.

To make the disclosures required by paragrapB an entity shall classify fair
value measurements using a fair value hierarchiyrdfkects the significance of
the inputs used in making the measurements. Thevdhie hierarchy shall have
the following levels:

(a) quoted prices (unadjusted) in active markets iftentical assets or
liabilities (Level 1);

(b) inputs other than quoted prices included withiavel 1 that are
observable for the asset or liability, either dikeqie as prices) or
indirectly (ie derived from prices) (Level 2); and

(c) inputs for the asset or liability that are atsed on observable market
data (unobservable inputs) (Level 3).

The level in the fair value hierarchy within whichetfair value measurement is
categorised in its entirety shall be determinedttun basis of the lowest level
input that is significant to the fair value measnoeat in its entirety. For this
purpose, the significance of an input is assessgginst the fair value
measurement in its entirety. If a fair value meament uses observable inputs
that require significant adjustment based on umbdée inputs, that
measurement is a Level 3 measurement. Assessirgigthiéicance of a particular
input to the fair value measurement in its entiretyuires judgement, considering
factors specific to the asset or liability.

For fair value measurements recognised instaeement of financial position an
entity shall disclose for each class of finanamstiuments:

(a) the level in the fair value hierarchy into whidhe fair value
measurements are categorised in their entiretyregating fair value
measurements in accordance with the levels defmedragraph 27A.

(b) any significant transfers between Level 1 andel@ of the fair value
hierarchy and the reasons for those transfers.stees into each level
shall be disclosed and discussed separately framsfgrs out of each
level. For this purpose, significance shall be paigvith respect to profit
or loss, and total assets or total liabilities.
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*28

(c) for fair value measurements in Level 3 of tkr fvalue hierarchy, a
reconciliation from the beginning balances to thedieg balances,
disclosing separately changes during the periothatible to the following:

0] total gains or losses for the period recognigsegrofit or loss, and
a description of where they are presented in thersent of
comprehensive income or the separate income statelife
presented);

(i)  total gains or losses recognised in other caghpnsive income;

(i)  purchases, sales, issues and settlement$ (s@e of movement
disclosed separately); and

(iv)  transfers into or out of Level 3 (eg transfatsibutable to changes
in the observability of market data) and the reaséor those
transfers. For significant transfers, transfers ibével 3 shall be
disclosed and discussed separately from transtersfda.evel 3.

(d) the amount of total gains or losses for thegoein (c)(i) above included
in profit or loss that are attributable to gainslasses relating to those
assets and liabilities held at the end of the rapgprperiod and a
description of where those gains or losses areepted in the statement of
comprehensive income or the separate income statdifipresented).

(e) for fair value measurements in Level 3, if ajiag one or more of the
inputs to reasonably possible alternative assumgtisould change fair
value significantly, the entity shall state thattfand disclose the effect of
those changes. The entity shall disclose how thecefif a change to a
reasonably possible alternative assumption was leddcl For this
purpose, significance shall be judged with respeqbrofit or loss, and
total assets or total liabilities, or, when changesfair value are
recognised in other comprehensive income, totaityqu

An entity shall present the quantitative disclosuesgiired by this paragraph in
tabular format unless another format is more aptp

If the market for a financial instrument is rasttive, an entity establishes its fair
value using a valuation technique (see paragraphs4A&G79 of NZ IAS 39).
Nevertheless, the best evidence of fair value dtainrecognition is the
transaction price (ie the fair value of the consitien given or received), unless
conditions described in paragraph AG76 of NZ IAS 39raet. It follows that
there could be a difference between the fair vatumitial recognition and the
amount that would be determined at that date usiagvaluation technique. If
such a difference exists, an entity shall disclbyeslass of financial instrument:

(a) its accounting policy for recognising that diince in profit or loss to
reflect a change in factors (including time) thatrket participants would
consider in setting a price (see paragraph AG76A ofA&39); and
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the aggregate difference yet to be recognisegrofit or loss at the
beginning and end of the period and a reconciliath changes in the
balance of this difference.

Disclosures of fair value are not required:

@)

(b)

(©

when the carrying amount is a reasonable appetion of fair value, for
example, for financial instruments such as shomitérade receivables
and payables;

for an investment in equity instruments thatrad have a quoted market
price in an active market, or derivatives linkedsth equity instruments,
that is measured at cost in accordance with NZ I1AS&®ause its fair

value cannot be measured reliably; or

for a contract containing a discretionary mapttion feature (as described
in NZ IFRS 4) if the fair value of that feature cahbe measured reliably.

In the cases described in paragraph 29(b) a)d an entity shall disclose
information to help users of the financial statetaenake their own judgements
about the extent of possible differences betweenc#tieying amount of those
financial assets or financial liabilities and thigiir value, including:

@)

(b)

(©
(d)

(e)

the fact that fair value information has notemedisclosed for these
instruments because their fair value cannot be unedseliably;

a description of the financial instruments,itt@rrying amount, and an
explanation of why fair value cannot be measuredlbf;

information about the market for the instrunsent

information about whether and how the entity i to dispose of the
financial instruments; and

if financial instruments whose fair value preisty could not be reliably
measured are derecognised, that fact, their cgriggmount at the time of
derecognition, and the amount of gain or loss reisagl.

Nature and extent of risks arising from financial
instruments

*31

An entity shall disclose information that enable users of its financial
statements to evaluate the nature and extent of ks arising from financial
instruments to which the entity is exposed at therel of the reporting period.
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*32

32A

*33

*34

*35

The disclosures required by paragraphs 33—4@5mn the risks that arise from
financial instruments and how they have been managétese risks typically
include, but are not limited to, credit ridiquidity risk and market risk.

Providing qualitative disclosures in the contef quantitative disclosures
enables users to link related disclosures and héroe an overall picture of
the nature and extent of risks arising from finah@istruments. The interaction
between qualitative and quantitative disclosurestrioutes to disclosure of
information in a way that better enables usersviumte an entity’s exposure
to risks.

Quialitative disclosures

For each type of risk arising from financiasfruments, an entity shall disclose:
(a) the exposures to risk and how they arise;

(b) its objectives, policies and processes for rgama the risk and the
methods used to measure the risk; and

(c) any changes in (a) or (b) from the previousqaer

Quantitative disclosures

For each type of risk arising from financiasfruments, an entity shall disclose:

(a) summary quantitative data about its exposutbaborisk at the end of the
reporting period. This disclosure shall be basedtlwe information
provided internally to key management personnehefentity (as defined
in NZ IAS 24 Related Party Disclosurgsfor example the entity’s board
of directors or chief executive officer.

(b) the disclosures required by paragraphs 36-at#hd extent not provided
in accordance with (a).

(c) concentrations of risk if not apparent from tHisclosures made in
accordance with (a) and (b).

If the quantitative data disclosed as at the efi the reporting period are
unrepresentative of an entity’'s exposure to riskrduthe period, an entity shall
provide further information that is representative.
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Credit risk

An entity shall disclose by class of financiagtrument:

(@) the amount that best represents its maximurosexp to credit risk at the
end of the reporting period without taking accouhtwoy collateral held
or other credit enhancements (eg netting agreentkatsdo not qualify
for offset in accordance with NZ IAS 32); this disalioe is not required
for financial instruments whose carrying amount besgresents the
maximum exposure to credit risk.

(b) a description of collateral held as securityd anf other credit
enhancements and their financial effect (eg a dficatton of the extent
to which collateral and other credit enhancementgate credit risk) in
respect of the amount that best represents thermiaxiexposure to credit
risk (whether disclosed in accordance with (a) orasgented by the
carrying amount of a financial instrument.

(c) information about the credit quality of finaacassets that are neithmast
duenor impaired.

(d) [deleted by IASB]

Financial assets that are either past due or impaired

An entity shall disclose by class of financiakat:

(a) an analysis of the age of financial assetsdhafpast due as at the end of
the reporting period but not impaired; and

(b) an analysis of financial assets that are imidially determined to be
impaired as at the end of the reporting periodluiiog the factors the
entity considered in determining that they are iimguh

(c) [deleted by IASB]

Collateral and other credit enhancements obtained

When an entity obtains financial or non-finaacassets during the period by
taking possession of collateral it holds as seguwit calling on other credit
enhancements (eg guarantees), and such assetshmeetognition criteria in
other Standards, an entity shall disclose for sissets held at the reporting date:

(@) the nature and carrying amount of the assets; a
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(b) when the assets are not readily convertible i@sh, its policies for
disposing of such assets or for using them inperations.

Liquidity risk
*39 An entity shall disclose:

(a) a maturity analysis for non-derivative finandiabilities (including issued
financial guarantee contracts) that shows the reanmircontractual
maturities.

(b) a maturity analysis for derivative financialbilities. The maturity
analysis shall include the remaining contractualtumies for those
derivative financial liabilities for which contracth maturities are
essential for an understanding of the timing of ttesh flows (see
paragraph B11B).

(c) a description of how it manages the liquidiskrinherent in (a) and (b).

Market risk
Sensitivity analysis

*40 Unless an entity complies with paragraph 41hitlisdisclose:

(a) a sensitivity analysis for each type of mankgk to which the entity is
exposed at the end of the reporting period, showow profit or loss and
equity would have been affected by changes in tlevaat risk variable
that were reasonably possible at that date;

(b) the methods and assumptions used in prepan@gensitivity analysis;
and

(c) changes from the previous period in the methat$ assumptions used,
and the reasons for such changes.

*41 If an entity prepares a sensitivity analysiacls as value-at-risk, that reflects
interdependencies between risk variables (eg iriteatées and exchange rates)
and uses it to manage financial risks, it may hs¢ $ensitivity analysis in place
of the analysis specified in paragraph 40. Théyestall also disclose:

(a) an explanation of the method used in prepasugh a sensitivity analysis,
and of the main parameters and assumptions undgtlye data provided;
and
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(b) an explanation of the objective of the metheddiand of limitations that
may result in the information not fully reflectinge fair value of the
assets and liabilities involved.

Other market risk disclosures

When the sensitivity analyses disclosed in etaoce with paragraph 40 or 41
are unrepresentative of a risk inherent in a firgnimstrument (for example
because the year-end exposure does not refleeixfiesure during the year), the
entity shall disclose that fact and the reasorlielbes the sensitivity analyses are
unrepresentative.

Transfers of financial assets

42A

42B

42C

The disclosure requirements in paragraphs 42B—felating to transfers of
financial assets supplement the other disclosugaimements of this NZ IFRS.
An entity shall present the disclosures requiredpbyagraphs 42B—42H in a
single note in its financial statements. An enstyall provide the required
disclosures for all transferred financial assett tire not derecognised and for
any continuing involvement in a transferred asegisting at the reporting date,
irrespective of when the related transfer transaaticcurred. Fotthe purposes
of applying the disclosure requirements in thosagraphs, an entity transfers all
or a part of a financial asset (the transferrearfoial asset), if, and only if, it
either:

(a) transfers the contractual rights to receivedash flows of that financial
asset; or

(b) retains the contractual rights to receive thshcflows of that financial
asset, but assumes a contractual obligation tdhgagash flows to one or
more recipients in an arrangement.

An entity shall disclose information that enahlisers of its financial statements:

(a) to understand the relationship between traresidinancial assets that are
not derecognised in their entirety and the assedibabilities; and

(b) to evaluate the nature of, and risks associaitig the entity’s continuing
involvement in derecognised financial assets.

For the purposes of applying the disclosureirements in paragraphs 42E—-42H,
an entity has continuing involvement in a trangfdrfinancial asset if, as part of
the transfer, the entity retains any of the contralcrights or obligations inherent
in the transferred financial asset or obtains aeyv rcontractual rights or

obligations relating to the transferred financiaset. For the purposes of
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applying the disclosure requirements in paragrafis—42H, the following do
not constitute continuing involvement:

(a) normal representations and warranties relatnfyaudulent transfer and
concepts of reasonableness, good faith and faifindsathat could
invalidate a transfer as a result of legal action;

(b) forward, option and other contracts to reacqthie transferred financial
asset for which the contract price (or exercisegpris the fair value of the
transferred financial asset; or

(c) an arrangement whereby an entity retains théractoal rights to receive
the cash flows of a financial asset but assumesiamiual obligation to
pay the cash flows to one or more entities and tbeditions in
paragraph 19(a)—(c) of NZ IAS 39 are met.

Transferred financial assets that are not
derecognised in their entirety

42D An entity may have transferred financial asgetuch a way that part or all of the
transferred financial assets do not qualify foredegnition. To meet the objectives
set out in paragraph 42B(a), the entity shall diselat each reporting date for each
class of transferred financial assets that arel@@cognised in their entirety:

(@) the nature of the transferred assets.

(b) the nature of the risks and rewards of ownershiprhich the entity is
exposed.

(c) a description of the nature of the relationshgiween the transferred
assets and the associated liabilities, includistrictions arising from the
transfer on the reporting entity’'s use of the tfarred assets.

(d) when the counterparty (counterparties) to theoaated liabilities has
(have) recourse only to the transferred assetshedsile that sets out the
fair value of the transferred assets, the fair @abf the associated
liabilities and the net position (the differencevibeen the fair value of the
transferred assets and the associated liabilities).

(e) when the entity continues to recognise all & ttansferred assets, the
carrying amounts of the transferred assets andgbeciated liabilities.

® when the entity continues to recognise the assetthe extent of its

continuing involvement (see paragraphs 20(c)(ijl 80 of NZ IAS 39),
the total carrying amount of the original assetfofgethe transfer, the
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carrying amount of the assets that the entity naes to recognise, and the
carrying amount of the associated liabilities.

Transferred financial assets that are derecognised
in their entirety

To meet the objectives set out in paragraph(l#2Bvhen an entity derecognises
transferred financial assets in their entirety (pagagraph 20(a) and (c)(i) of
NZ IAS 39) but has continuing involvement in thene #ntity shall disclose, as a
minimum, for each type of continuing involvemengeath reporting date:

(@) the carrying amount of the assets and liadslithat are recognised in the
entity’s statement of financial position and représhe entity’s continuing
involvement in the derecognised financial asseid the line items in which
the carrying amount of those assets and liabilgresrecognised.

(b) the fair value of the assets and liabilitiestthiepresent the entity's
continuing involvement in the derecognised finahagsets.

(c) the amount that best represents the entity’sirmam exposure to loss
from its continuing involvement in the derecognisencial assets, and
information showing how the maximum exposure to Issketermined.

(d) the undiscounted cash outflows that would oy brequired to repurchase
derecognised financial assets (eg the strike jpries option agreement) or
other amounts payable to the transferee in resgebe transferred assets.
If the cash outflow is variable then the amountldised should be based on
the conditions that exist at each reporting date.

(e) a maturity analysis of the undiscounted cagfioous that would or may be
required to repurchase the derecognised finansiggts or other amounts
payable to the transferee in respect of the tramsfeassets, showing the
remaining contractual maturities of the entity’sitbouing involvement.

)] qualitative information that explains and suppothe quantitative
disclosures required in (a)—(e).

An entity may aggregate the information requivggaragraph 42E in respect of
a particular asset if the entity has more thantgpe of continuing involvement

in that derecognised financial asset, and repashder one type of continuing
involvement.

In addition, an entity shall disclose for eagde of continuing involvement:

(@) the gain or loss recognised at the date oftearof the assets.
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(b) income and expenses recognised, both in thertieg period and
cumulatively, from the entity’'s continuing involvemt in the
derecognised financial assets (eg fair value chanige derivative
instruments).

(c) if the total amount of proceeds from transfetivéty (that qualifies for
derecognition) in a reporting period is not evedistributed throughout

the reporting period (eg if a substantial propertad the total amount of
transfer activity takes place in the closing dalya ceporting period):

0] when the greatest transfer activity took placthimi that reporting
period (eg the last five days before the end oféperting period),

(i)  the amount (eg related gains or losses) reisgghfrom transfer
activity in that part of the reporting period, and

(i)  the total amount of proceeds from transfetivaty in that part of
the reporting period.

An entity shall provide this information for eachripe for which a
statement of comprehensive income is presented.

Supplementary information

42H An entity shall disclose any additional inforinatthat it considers necessary to
meet the disclosure objectives in paragraph 42B.

Effective date and transition

43 This Standard becomes operative for an entiitgancial statements that cover
annual periods beginning on or after 1 January 20&arly adoption of this
Standard is permitted only when an entity complies,has complied, with
NZ IFRS 1 First-Time Adoption of New Zealand Equivalents tteinational
Financial Reporting Standard®r an annual accounting period beginning on or
after 1 January 2005.

44 If an entity applies this Standard for annualriquss beginning before
1 January 2006, it need not present comparativardtion for the disclosures
required by paragraphs 31-42 about the nature atehteof risks arising from
financial instruments.

44A NZ IAS 1 (as revised in 2007) amended the terfomoused throughout New
Zealand equivalents to IFRSs. In addition, it adeshparagraphs 20, 21, 23(c)
and (d), 27(c) and B5 of Appendix B. An entity s$tegdply those amendments
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for annual periods beginning on or after 1 Jan2&39. If an entity applies
NZ IAS 1 (revised 2007) for an earlier period, theeanments shall be applied
for that earlier period.

NZ IFRS 3 (as revised in 2008) deleted paragB{ph An entity shall apply that
amendment for annual periods beginning on or dftduly 2009. If an entity
applies NZ IFRS 3 (revised 2008) for an earlier gubrthe amendment shall also
be applied for that earlier period. However, the angent does not apply to
contingent consideration that arose from a busimessbination for which the
acquisition date preceded the application of NZ IBR@@evised 2008). Instead,
an entity shall account for such consideration imcoadance with
paragraphs 65A—65E of NZ IFRS 3 (as amended in 2010)

An entity shall apply the amendment in paragi&pdr annual periods beginning
on or after 1 January 2009. If an entity appkegtable Financial Instruments

and Obligations Arising on Liquidatiofrevised Amendments to NZ IAS 32 and
NZ IAS 1), issued in February 2008, for an earlierigtk the amendment in

paragraph 3 shall be applied for that earlier gkrio

Paragraph 3(a) was amended by Improvements t6-RZs issued in June 2008.
An entity shall apply that amendment for annual gasibeginning on or after
1 January 2009. Earlier application is permittefl. ah entity applies the
amendment for an earlier period it shall discldsat tfact and apply for that
earlier period the amendments to paragraph 1 of A&%28, paragraph 1 of
NZ IAS 31 and paragraph 4 of NZ IAS 32 issued in JW@82 An entity is
permitted to apply the amendment prospectively.

Reclassification of Financial Asset{Amendments to NZIAS 39 and
NZ IFRS 7), issued in October 2008, amended paragraptand added
paragraph 12A. An entity shall apply those amendsnentor after 1 July 2008.

Reclassification of Financial Assets—Effective Datnd Transition
(Amendments to NZ IAS 39 and NZ IFRS 7), issued in Dder@008, amended
paragraph 12 and added paragraph 44E. An entityeghy that amendment on
or after 1 July 2008.

Improving Disclosures about Financial InstrumentAmendments to
NZ IFRS 7), issued in March 2009, amended paragr@ihs39 and B11l and
added paragraphs 27A, 27B, B10A and B11A-B11F. Anyestiall apply those
amendments for annual periods beginning on or aftéanuary 2009. An entity
need not provide the disclosures required by thenaiments for:

(a) any annual or interim period, including anytes@ent of financial
position, presented within an annual comparativeodeending before
31 December 2009, or

(b) any statement of financial position as at tregibning of the earliest
comparative period as at a date before 31 Decenil®&r. 2
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Earlier application is permitted. If an entity ajgglthe amendments for an earlier
period, it shall disclose that fact.

44K Paragraph 44B was amendedlimprovements to NZ IFR$ssued in July 2010.
An entity shall apply that amendment for annual gasibeginning on or after
1 July 2010. Earlier application is permitted.

441 Improvements to NZ IFRSissued in July 2010 added paragraph 32A and
amended paragraphs 34 and 36-38. An entity shaly dpose amendments for
annual periods beginning on or after 1 January 20Harlier application is
permitted. If an entity applies the amendments dorearlier period it shall
disclose that fact.

44M Disclosures—Transfers of Financial Assfdnendments to NZ IFRS 7), issued
in November 2010, deleted paragraph 13 and addexyyqegohs 42A-42H and
B29-B39. An entity shall apply those amendmentsafarual periods beginning
on or after 1 July 2011. Earlier application isrpited. If an entity applies the
amendments from an earlier date, it shall disctbs¢ fact. An entity need not
provide the disclosures required by those amendsrentany period presented
that begins before the date of initial applicatiddithe amendments.

Financial Institutions

NZ 44.1 (Amendments to NZ IFRS Hinancial Instruments: Disclosures—Differentia
Reporting Concessions and Financial Institution Risores established
additional disclosure requirements (as Appendix Ehif Standard) for financig
institutions applying this Standard. The disclestequirements in Appendix
are effective for annual accounting periods comrmencon or after
1 January 2007. Financial institutions electingéonply with this Standard fo
periods commencing on or after 1 January 2005 aidré® 1 January 2007 ar
which fall within the scope of NZ IAS 30, shall either
(@) apply Appendix E for those periods; or
(b) continue to apply NZ IAS 30 and comply with thectbsure requirements

in NZ IAS 32 as if the amendments to those disclosacgiirements in
Appendix C of NZ IFRS 7 had not been promulgated.
Qualifying Entities
NZ 44.2 (Amendments to NZ IFRS Hinancial Instruments: Disclosures—Differentia
Reporting Concessions and Financial Institution disures established
differential reporting concessions for qualifyingtiges applying this Standardg.
These differential reporting concessions are effedor annual accounting periods
commencing on or after 1 January 2007. A qualifyémtity complying with thig
Standard for an annual accounting period commenmngr after 1 January 200
and before 1 January 2007, is permitted to apjglyetftoncessions.

o

(&3}

Paragraph 44G was amended as a consequerldeitéd Exemption from Comparative NZ IFRS 7
Disclosures for First-time Adopterf@\mendment to NZ IFRS 1) issued in March 2010. Buward
amended paragraph 44G to clarify its conclusions iatended transition folmproving Disclosures
about Financial Instrument@®mendments to NZ IFRS 7).
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Withdrawal of NZ IAS 30

45 This Standard supersedes NZ IASCH6closures in the Financial Statements of
Banks and Similar Financial Institutions.

Financial Institutions

NZ 45.1 Financial institutions that fall within the scope of NZ IAS 30 and that elect t¢
provide additional disclosures in accordance with gragraph NZ 44.1(b) for
periods commencing on or after 1 January 2005 anddfore 1 January 2007
shall not apply paragraph 45.
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Appendix A

Defined terms

This Appendix is an integral part of the Standard.

credit risk

currency risk

interest rate risk

liquidity risk

loans payable

market risk

other price risk

past due

© Copyright

The risk that one party to a financial instrumenll wause
financial loss for the other party by failing tosdharge a
obligation.

The risk that the fair value or future cash flowsaofinancia
instrument will fluctuate because of changes in ifm
exchange rates.

The risk that the fair value or future cash flowsaofinancia
instrument will fluctuate because of changes in mankteres
rates.

The risk that an entity will encounter difficulty imeeting
obligations associated with financial liabilititisat are settle
by delivering cash or another financial asset.

Loans payable are financial liabilities, other thsimortterm
trade payables on normal credit terms.

The risk that the fair value or future cash flowsaofinancia
instrument will fluctuate because of changes in mgpkices
Market risk comprises three types of riskurrency risk,
interest rate risk andother price risk.

The risk that the fair value or future cash flowsaofinancia
instrument will fluctuate because of changes in mlgkice:
(other than those arising fromterest rate risk or currenc
risk), whether those changes are caused by fagpefiE tc
the individual financial instrument or its issuet factor:
affecting all similar financial instruments tradiedthe market.

A financial asset is past due when a counterparsyfaided tc
make a payment when contractually due.
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The following terms are defined in paragraph 11 of M&S 32 or paragraph 9 of
NZ IAS 39 and are used in the Standard with the megasgpecified in NZ IAS 32 and
NZ IAS 39.

. amortised cost of a financial asset or financebility
. available-for-sale financial assets

. derecognition

. derivative

. effective interest method

. equity instrument

. fair value

. financial asset

. financial asset or financial liability at fair vauhrough profit or loss
. financial asset or financial liability held for ttiag

. financial guarantee contract

. financial instrument

. financial liability

. forecast transaction

. hedging instrument

. held-to-maturity investments

. loans and receivables

. regular way purchase or sale
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Appendix B
Application guidance

This appendix is an integral part of the Standard.

Classes of financial instruments and level of discl osure
(paragraph 6)

Bl

B2

B3

Paragraph 6 requires an entity to group findnc&ruments into classes that are
appropriate to the nature of the information disetb and that take into account
the characteristics of those financial instrument¥he classes described in
paragraph 6 are determined by the entity and dmes, tdistinct from the
categories of financial instruments specified in I3 39 (which determine how
financial instruments are measured and where chamgeir value are
recognised).

In determining classes of financial instrumemt entity shall, at a minimum:

(a) distinguish instruments measured at amortised ftom those measured
at fair value.

(b) treat as a separate class or classes thoseifihénstruments outside the
scope of this Standard.

An entity decides, in the light of its circumstas, how much detail it provides to
satisfy the requirements of this Standard, how manoiphasis it places on
different aspects of the requirements and how itegages information to display
the overall picture without combining information itdifferent characteristics.

It is necessary to strike a balance between oveenimg financial statements
with excessive detail that may not assist usersimdntial statements and
obscuring important information as a result of tomch aggregation. For
example, an entity shall not obscure importantrimition by including it among

a large amount of insignificant detail. Similarlgn entity shall not disclose
information that is so aggregated that it obscimgsortant differences between
individual transactions or associated risks.
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Significance of financial instruments for financial
position and performance

B4

B5

Financial liabilities at fair value through profit or
loss (paragraphs 10 and 11)

If an entity designates a financial liability asfair value through profit or loss,
paragraph 10(a) requires it to disclose the amotichange in the fair value of
the financial liability that is attributable to ainges in the liability’s credit risk.
Paragraph 10(a)(i) permits an entity to determiie &mount as the amount of
change in the liability’s fair value that is notrétutable to changes in market
conditions that give rise to market risk. If thelyrelevant changes in market
conditions for a liability are changes in an obsen(benchmark) interest rate,
this amount can be estimated as follows:

(a) First, the entity computes the liability’s irmal rate of return at the start of
the period using the observed market price ofitiglity and the liability's
contractual cash flows at the start of the peritidieducts from this rate of
return the observed (benchmark) interest rate easstart of the period, to
arrive at an instrument-specific component of ttierhal rate of return.

(b) Next, the entity calculates the present valu¢hefcash flows associated
with the liability using the liability’'s contractualash flows at the end of
the period and a discount rate equal to the sunti)othe observed
(benchmark) interest rate at the end of the peaiudi (i) the instrument-
specific component of the internal rate of retisrdatermined in (a).

(c) The difference between the observed market mictae liability at the
end of the period and the amount determined iri(lthe change in fair
value that is not attributable to changes in theeoled (benchmark)
interest rate. This is the amount to be disclosed.

This example assumes that changes in fair valsingrirom factors other than

changes in the instrument’'s credit risk or changesnterest rates are not

significant. If the instrument in the example @ns an embedded derivative, the
change in fair value of the embedded derivativexisluded in determining the

amount to be disclosed in accordance with paragtad).

Other disclosure — accounting policies
(paragraph 21)

Paragraph 21 requires disclosure of the measmetasis (or bases) used in
preparing the financial statements and the othevwating policies used that are
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relevant to an understanding of the financial stetets. For financial
instruments, such disclosure may include:

(a) for financial assets or financial liabilitiesesignated as at fair value
through profit or loss:

0] the nature of the financial assets or finandi@bilities the entity
has designated as at fair value through profioss;|

(i) the criteria for so designating such financadsets or financial
liabilities on initial recognition; and

(i) how the entity has satisfied the conditionsparagraph 9, 11A or
12 of NZ 1AS 39 for such designation. For instrunsemésignated
in accordance with paragraph (b)(i) of the defimitf a financial
asset or financial liability at fair value througtnofit or loss in
NZ IAS 39, that disclosure includes a narrative dpsion of the
circumstances underlying the measurement or retiogni
inconsistency that would otherwise arise. For ims&nts
designated in accordance with paragraph (b)(iihefdefinition of
a financial asset or financial liability at fairlua through profit or
loss in NZ IAS 39, that disclosure includes a nareatiescription
of how designation at fair value through profit os$ is consistent
with the entity's documented risk management or stwent
strategy.

(b) the criteria for designating financial assetsaailable for sale.

(c) whether regular way purchases and sales ofdiabhassets are accounted
for at trade date or at settlement date (see Eph@8 of NZ IAS 39).

(d) when an allowance account is used to reduce dngjimg amount of
financial assets impaired by credit losses:

0] the criteria for determining when the carryimp@unt of impaired
financial assets is reduced directly (or, in theecaf a reversal of a
write-down, increased directly) and when the allowameount is
used; and

(i)  the criteria for writing off amounts charged the allowance
account against the carrying amount of impaire@rfgial assets
(see paragraph 16).

(e) how net gains or net losses on each categofiparcial instrument are
determined (see paragraph 20(a)), for example, whelie net gains or
net losses on items at fair value through profitasss include interest or
dividend income.

U] the criteria the entity uses to determine ttiere is objective evidence
that an impairment loss has occurred (see parag@@fe)).
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(9) when the terms of financial assets that woulcetise be past due or
impaired have been renegotiated, the accountirigypfar financial assets
that are the subject of renegotiated terms (sexgpeph 36(d)).

Paragraph 122 of NZ IAS 1 (as revised in 2007) atsmires entities to disclose,

in the summary of significant accounting policiesother notes, the judgements,
apart from those involving estimations, that mamagyet has made in the process
of applying the entity’s accounting policies andttihave the most significant

effect on the amounts recognised in the finan¢&kments.

Nature and extent of risks arising from financial
instruments (paragraphs 31-42)

B6 The disclosures required by paragraphs 31-42 Hleaeither given in the
financial statements or incorporated by cross-egfee from the financial
statements to some other statement, such as a emeagcommentary or risk
report, that is available to users of the finansiatements on the same terms as
the financial statements and at the same time. hawit the information
incorporated by cross-reference, the financiakstants are incomplete.

Quantitative disclosures (paragraph 34)

B7 Paragraph 34(a) requires disclosures of summagntitative data about an
entity’s exposure to risks based on the informagwoavided internally to key
management personnel of the entity. When an ents several methods to
manage a risk exposure, the entity shall disclo&®rnation using the method or
methods that provide the most relevant and relidiermation. NZ IAS 8
Accounting Policies, Changes in Accounting Estimatad Errors discusses
relevance and reliability.

B8 Paragraph 34(c) requires disclosures about odrat®ns of risk. Concentrations
of risk arise from financial instruments that hamilar characteristics and are
affected similarly by changes in economic or ottamnditions. The identification
of concentrations of risk requires judgement takimgo account the
circumstances of the entity. Disclosure of conaitns of risk shall include:

(a) a description of how management determines corat®ns;

(b) a description of the shared characteristic ithettifies each concentration
(eg counterparty, geographical area, currency oketg and

(c) the amount of the risk exposure associated alltfinancial instruments
sharing that characteristic.
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B9

B10

B10OA

Maximum credit risk exposure (paragraph 36(a))

Paragraph 36(a) requires disclosure of the attbah best represents the entity’s
maximum exposure to credit risk. For a financese, this is typically the gross
carrying amount, net of:

(a) any amounts offset in accordance with NZ IAS&88#]
(b) any impairment losses recognised in accordaitteNZ IAS 39.

Activities that give rise to credit risk and thesociated maximum exposure to
credit risk include, but are not limited to:

(a) granting loans and receivables to customers @acing deposits with
other entities. In these cases, the maximum expdsucredit risk is the
carrying amount of the related financial assets.

(b) entering into derivative contracts, eg fore@ythange contracts, interest
rate swaps and credit derivatives. When the reguésset is measured at
fair value, the maximum exposure to credit riskhat end of the reporting
period will equal the carrying amount.

(c) granting financial guarantees. In this cade maximum exposure to
credit risk is the maximum amount the entity coblgve to pay if the
guarantee is called on, which may be significantgater than the amount
recognised as a liability.

(d) making a loan commitment that is irrevocablerothe life of the facility
or is revocable only in response to a material esbvehange. If the issuer
cannot settle the loan commitment net in cash athean financial
instrument, the maximum credit exposure is the futhount of the
commitment. This is because it is uncertain whetheramount of any
undrawn portion may be drawn upon in the future. sThiay be
significantly greater than the amount recognised Bability.

Quantitative liquidity risk disclosures
(paragraphs 34(a) and 39(a)and (b))

In accordance with paragraph 34(a) an entity dissleasimmary quantitative data
about its exposure to liquidity risk on the basfstlwe information provided
internally to key management personnel. An entitgllsexplain how those data
are determined. If the outflows of cash (or anotfiegincial asset) included in
those data could either:

(a) occur significantly earlier than indicated e tdata, or
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(b) be for significantly different amounts from #® indicated in the data
(eg for a derivative that is included in the dataeonet settlement basis
but for which the counterparty has the option tainexigross settlement),

the entity shall state that fact and provide quatitie information that enables
users of its financial statements to evaluate tkteng¢ of this risk unless that
information is included in the contractual maturignalyses required by
paragraph 39(a) or (b).

In preparing the maturity analyses requirecpasagraph 39(a) and (b), an entity
uses its judgement to determine an appropriate eurob time bands. For
example, an entity might determine that the follayiime bands are appropriate:

(@) not later than one month;

(b) later than one month and not later than threaths;
(c) later than three months and not later thanyeae; and
(d) later than one year and not later than fivegea

In complying with paragraph 39(a) and (b), amitg shall not separate an
embedded derivative from a hybrid (combined) finahimstrument. For such an
instrument, an entity shall apply paragraph 39(a).

Paragraph 39(b) requires an entity to discbog@antitative maturity analysis for
derivative financial liabilities that shows remaigicontractual maturities if the
contractual maturities are essential for an undedihg of the timing of the cash
flows. For example, this would be the case for:

(a) an interest rate swap with a remaining maturftyive years in a cash
flow hedge of a variable rate financial asset driligy.

(b) all loan commitments.

Paragraph 39(a) and (b) requires an entitglisgclose maturity analyses for
financial liabilities that show the remaining catttual maturities for some
financial liabilities. In this disclosure:

(a) when a counterparty has a choice of when aruatie paid, the liability is
allocated to the earliest period in which the gnt&n be required to pay.
For example, financial liabilities that an entitgncbe required to repay on
demand (eg demand deposits) are included in tliestdime band.

(b) when an entity is committed to make amountslabks in instalments,
each instalment is allocated to the earliest peinoghich the entity can
be required to pay. For example, an undrawn loamdgment is included
in the time band containing the earliest dateritloa drawn down.
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B11D

B11E

B11F

(c) for issued financial guarantee contracts theiimam amount of the
guarantee is allocated to the earliest period ircvithe guarantee could
be called.

The contractual amounts disclosed in the ntgtianalyses as required by
paragraph 39(a) and (b) are the contractual undiged cash flows, for example:

(a) gross finance lease obligations (before dedgdihance charges);

(b) prices specified in forward agreements to pwehfinancial assets for
cash;

(c) net amounts for pay-floating/receive-fixed net&t rate swaps for which
net cash flows are exchanged;

(d) contractual amounts to be exchanged in a derevdinancial instrument
(eg a currency swap) for which gross cash flows aceanged; and

(e) gross loan commitments.

Such undiscounted cash flows differ from the amaucitided in the statement of
financial position because the amount in that stat# is based on discounted cash
flows. When the amount payable is not fixed, theant disclosed is determined
by reference to the conditions existing at the ehdhe reporting period. For
example, when the amount payable varies with cleangen index, the amount
disclosed may be based on the level of the indéheagnd of the period.

Paragraph 39(c) requires an entity to desdriye it manages the liquidity risk

inherent in the items disclosed in the quantitatilisclosures required in

paragraph 39(a) and (b). An entity shall discloseadurity analysis of financial

assets it holds for managing liquidity risk (egafirtial assets that are readily
saleable or expected to generate cash inflows ta casd outflows on financial

liabilities), if that information is necessary toable users of its financial

statements to evaluate the nature and extentuitilty risk.

Other factors that an entity might consideprioviding the disclosure required in
paragraph 39(c) include, but are not limited to, thleethe entity:

(a) has committed borrowing facilities (eg commdrgaper facilities) or
other lines of credit (eg stand-by credit facibli¢hat it can access to meet
liquidity needs;

(b) holds deposits at central banks to meet liquitéeds;

(c) has very diverse funding sources;

(d) has significant concentrations of liquiditykig either its assets or its
funding sources;
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(e) has internal control processes and contingepleys for managing
liquidity risk;

)] has instruments that include accelerated regsymerms (eg on the
downgrade of the entity’s credit rating);

(9) has instruments that could require the postihgollateral (eg margin
calls for derivatives);

(h) has instruments that allow the entity to choegeether it settles its
financial liabilities by delivering cash (or anothiénancial asset) or by
delivering its own shares; or

0] has instruments that are subject to mastemugesigreements.

B12-B16 [Deleted by IASB]

B17

B18

Market risk — sensitivity analysis
(paragraphs 40 and 41)

Paragraph 40(a) requires a sensitivity analimiseach type of market risk to
which the entity is exposed. In accordance with gragh B3, an entity decides
how it aggregates information to display the ovepédture without combining

information with different characteristics about esgpres to risks from

significantly different economic environments. Example:

(a) an entity that trades financial instrumentshhidisclose this information
separately for financial instruments held for tregdand those not held for
trading.

(b) an entity would not aggregate its exposure toketarisks from areas of
hyperinflation with its exposure to the same mausits from areas of
very low inflation.

If an entity has exposure to only one type of marksk in only one economic
environment, it would not show disaggregated infdroma

Paragraph 40(a) requires the sensitivity aislys show the effect on profit or
loss and equity of reasonably possible changeshénrélevant risk variable
(eg prevailing market interest rates, currencysiaggjuity prices or commodity
prices). For this purpose:

(a) entities are not required to determine whaiptiodit or loss for the period
would have been if relevant risk variables had beéifierent. Instead,
entities disclose the effect on profit or loss aupiity at the end of the
reporting period assuming that a reasonably passdiiange in the
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B19

B20

relevant risk variable had occurred at the enchefreporting period and
had been applied to the risk exposures in existatctéhat date. For
example, if an entity has a floating rate liabilittythe end of the year, the
entity would disclose the effect on profit or logs i(terest expense) for
the current year if interest rates had varied bgsoeably possible
amounts.

(b) entities are not required to disclose the eféecprofit or loss and equity
for each change within a range of reasonably passibbhnges of the
relevant risk variable. Disclosure of the effecfstlee changes at the
limits of the reasonably possible range would bé&caht.

In determining what a reasonably possible chamgee relevant risk variable is,
an entity should consider:

(a) the economic environments in which it operatésreasonably possible
change should not include remote or ‘worst caseh&gies or ‘stress
tests’. Moreover, if the rate of change in the enhydng risk variable is
stable, the entity need not alter the chosen reddpipossible change in
the risk variable. For example, assume that isten@es are 5 per cent
and an entity determines that a fluctuation inrigde rates of 50 basis
points is reasonably possible. It would disclosedffect on profit or loss
and equity if interest rates were to change to 4r5cent or 5.5 per cent.
In the next period, interest rates have increaséd3 per cent. The entity
continues to believe that interest rates may flatetlby +50 basis points
(ie that the rate of change in interest ratesabls). The entity would
disclose the effect on profit or loss and equityniferest rates were to
change to 5 per cent or 6 per cent. The entity dvowlt be required to
revise its assessment that interest rates mighonadly fluctuate by +50
basis points, unless there is evidence that irtteres have become
significantly more volatile.

(b) the time frame over which it is making the assgnt. The sensitivity
analysis shall show the effects of changes thatcaresidered to be
reasonably possible over the period until the gntitl next present these
disclosures, which is usually its next annual rapgrperiod.

Paragraph 41 permits an entity to use a seitgitanalysis that reflects
interdependencies between risk variables, suchvatua-at-risk methodology, if
it uses this analysis to manage its exposure tfiial risks. This applies even if
such a methodology measures only the potentidbfsr and does not measure the
potential for gain. Such an entity might comply twiparagraph 41(a) by
disclosing the type of value-at-risk model used \ggether the model relies on
Monte Carlo simulations), an explanation about hbe model works and the
main assumptions (eg the holding period and conéiddevel). Entities might
also disclose the historical observation period ameightings applied to
observations within that period, an explanation @fvioptions are dealt with in
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the calculations, and which volatilities and cortielas (or, alternatively, Monte
Carlo probability distribution simulations) are dse

An entity shall provide sensitivity analyses floe whole of its business, but may
provide different types of sensitivity analysis fdifferent classes of financial
instruments.

Interest rate risk

Interest rate riskarises on interest-bearing financial instrumeat®gnised in the

statement of financial position (eg loans and medgdies and debt instruments
issued) and on some financial instruments not neised in the statement of
financial position (eg some loan commitments).

Currency risk

Currency risk(or foreign exchange risk) arises on financiatrinsents that are
denominated in a foreign currency, ie in a currentiyer than the functional
currency in which they are measured. For the perpdshis Standard, currency
risk does not arise from financial instruments to& non-monetary items or from
financial instruments denominated in the functianarency.

A sensitivity analysis is disclosed for eachrency to which an entity has
significant exposure.

Other price risk

Other price risk arises on financial instrumebtcause of changes in, for
example, commodity prices or equity prices. To pbnwith paragraph 40, an
entity might disclose the effect of a decrease Bpecified stock market index,
commodity price, or other risk variable. For exdenf an entity gives residual
value guarantees that are financial instrumenésetitity discloses an increase or
decrease in the value of the assets to which theagtee applies.

Two examples of financial instruments that gige to equity price risk are (a) a
holding of equities in another entity and (b) ameistment in a trust that in turn
holds investments in equity instruments. Other etam include forward

contracts and options to buy or sell specified tjtiaa of an equity instrument
and swaps that are indexed to equity prices. Thevédues of such financial

instruments are affected by changes in the mankeg pf the underlying equity
instruments.
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B27 In accordance with paragraph 40(a), the seitgitdf profit or loss (that arises,
for example, from instruments classified as at¥alue through profit or loss and
impairments of available-for-sale financial ass&ts)isclosed separately from the
sensitivity of equity (that arises, for exampleorfr instruments classified as
available for sale).

B28 Financial instruments that an entity classifas equity instruments are not

remeasured. Neither profit or loss nor equity wél dffected by the equity price
risk of those instruments. Accordingly, no sengifienalysis is required.

Derecognition (paragraphs 42C—42H)

Continuing involvement (paragraph 42C)

B29 The assessment of continuing involvement imaasferred financial asset for
the purposes of the disclosure requirements ingoapds 42E—42H is made at
the level of the reporting entity. For exampleaifsubsidiary transfers to an
unrelated third party a financial asset in which garent of the subsidiary has
continuing involvement, the subsidiary does not lude the parent's
involvement in the assessment of whether it hasimoimg involvement in the
transferred asset in its stand-alone financiakstents (ie when the subsidiary
is the reporting entity). However, a parent wouldtlude its continuing
involvement (or that of another member of the gdoup a financial asset
transferred by its subsidiary in determining whethe has continuing
involvement in the transferred asset in its comsabd financial statements (ie
when the reporting entity is the group).

B30 An entity does not have a continuing involvemera transferred financial asset
if, as part of the transfer, it neither retains asfythe contractual rights or
obligations inherent in the transferred financiaket nor acquires any new
contractual rights or obligations relating to thmansferred financial asset. An
entity does not have continuing involvement inansferred financial asset if it
has neither an interest in the future performaridhetransferred financial asset
nor a responsibility under any circumstances toerakyments in respect of the
transferred financial asset in the future.

B31 Continuing involvement in a transferred finahciasset may result from

contractual provisions in the transfer agreemerin@ separate agreement with
the transferee or a third party entered into imeation with the transfer.
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Transferred financial assets that are not
derecognised in their entirety

Paragraph 42D requires disclosures when parll of ¢he transferred financial
assets do not qualify for derecognition. Thoseld&ires are required at each
reporting date at which the entity continues to gaise the transferred financial
assets, regardless of when the transfers occurred.

Types of continuing involvement
(paragraphs 42E—-42H)

Paragraphs 42E—42H require qualitative and tqatwe disclosures for each type
of continuing involvement in derecognised financadsets. An entity shall
aggregate its continuing involvement into typest thee representative of the
entity’s exposure to risks. For example, an entilgy aggregate its continuing
involvement by type of financial instrument (eguarantees or call options) or by
type of transfer (eg factoring of receivables, siisations and securities lending).

Maturity analysis for undiscounted cash outflows to
repurchase transferred assets (paragraph 42E(e))

Paragraph 42E(e) requires an entity to disclasenaturity analysis of the

undiscounted cash outflows to repurchase derearfinancial assets or other
amounts payable to the transferee in respect ofi¢hecognised financial assets,
showing the remaining contractual maturities ofghéity’s continuing involvement.

This analysis distinguishes cash flows that aralired to be paid (eg forward

contracts), cash flows that the entity may be megluio pay (eg written put options)
and cash flows that the entity might choose to(pgypurchased call options).

An entity shall use its judgement to detern@ineappropriate number of time bands
in preparing the maturity analysis required by peaph 42E(e). For example, an
entity might determine that the following maturityie bands are appropriate:

(a) not later than one month;

(b) later than one month and not later than threaths;
(c) later than three months and not later thamerths;
(d) later than six months and not later than oree;ye

(e) later than one year and not later than threesye

)] later than three years and not later than ywars; and

(9) more than five years.
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B36 If there is a range of possible maturities,¢hsh flows are included on the basis
of the earliest date on which the entity can beiredwor is permitted to pay.

Qualitative information (paragraph 42E(f))

B37 The qualitative information required by pargdrat2E(f) includes a description
of the derecognised financial assets and the nanaepurpose of the continuing
involvement retained after transferring those assétalso includes a description
of the risks to which an entity is exposed, inclgdin

(a) a description of how the entity manages theiribkrent in its continuing
involvement in the derecognised financial assets.

(b) whether the entity is required to bear lossefte other parties, and
the ranking and amounts of losses borne by pawtiesse interests
rank lower than the entity’s interest in the as@etits continuing
involvement in the asset).

(c) a description of any triggers associated witHigaions to provide
financial support or to repurchase a transfernedritial asset.

Gain or loss on derecognition (paragraph 42G(a))

B38 Paragraph 42G(a) requires an entity to disdibsegain or loss on derecognition
relating to financial assets in which the entity leastinuing involvement. The
entity shall disclose if a gain or loss on deredimm arose because the fair values
of the components of the previously recognisedtg@sehe interest in the asset
derecognised and the interest retained by theygntitre different from the fair
value of the previously recognised asset as a wHoléhat situation, the entity also
shall disclose whether the fair value measuremantsded significant inputs that
were not based on observable market data, as loedaéni paragraph 27A.

Supplementary information (paragraph 42H)

B39 The disclosures required in paragraphs 42D-42§ mot be sufficient to meet
the disclosure objectives in paragraph 42B. 1§ tisi the case, the entity shall
disclose whatever additional information is necgss¢a meet the disclosure
objectives. The entity shall decide, in the lightits circumstances, how much
additional information it needs to provide to sigtihie information needs of users
and how much emphasis it places on different aspettshe additional
information. It is necessary to strike a balanetween burdening financial
statements with excessive detail that may not agsits of financial statements
and obscuring information as a result of too mugdregation.
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Appendix C
Amendments to other Standards

The amendments in this appendix shall be appliedrioual accounting periods beginning
on or after 1 January 2007. If an entity applieZ NFRS 7 for an earlier period, these
amendments shall be applied for that earlier period.

*kkkk

The amendments contained in this appendix when thisl&d was issued in 2005 have
been incorporated into the relevant pronouncements.

The following text outlines the application of tmendments contained in this appendix by
financial institutions that elect to provide additial disclosures in accordance with
NZ IFRS 7 paragraph NZ 44.1(b) for periods commenomgr after 1 January 2006 and
before 1 January 2007.

Financial Institutions

Paragraph NZ 45.1 of NZ IFRS 7 states that finanngtitutions that fall within the scope
of NZ IAS 30 and that elect to provide additionalatisures in accordance with paragrgdph
NZ 44.1(b) for periods commencing on or after 1 2ap2005 and before 1 January 2007
shall not apply paragraph 45. In addition to apgyNZ IFRS 7, such entities shall
continue to apply NZ IAS 30 and comply with the disclee requirements in NZ IAS 32.

In complying with NZ IFRS 7 such entities shall apfig amendments in this appendix.
However, they shall also continue to comply with tieeldsure requirements in NZ IAS 32
as if these amendments had not been promulgated.
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Appendix D

Amendments to NZ IFRS 7 if the Amendments to

NZ IAS 39 Financial Instruments: Recognition and
Measurement— The Fair Value Option have not been
applied

In June 2005 the FRSB issued Amendments to NZ IASFiBancial instruments:

Recognition and Measurement—The Fair Value Optimnapplied for annual accounting
periods beginning on or after 1 January 2007, amdannual accounting periods beginning
on or after 1 January 2006 where an entity complieh New Zealand Equivalent to
International Financial Reporting Standard Eirst-time Adoption of New Zealand
Equivalents to International Financial Reportingarttards Early adoption of the

amendments to NZ IAS 39 is permitted for annual adoauperiods commencing on or
after 1 January 2005 but only where an entity coegplivith New Zealand Equivalent to
International Financial Reporting Standard First-time Adoption of New Zealand
Equivalents to International Financial Reportingriétards.

In the amended paragraphs, new text is underlinetidateted text is struck through.

D1 The heading above paragraph 9 and paragraphelanaended as follows, and
paragraph 9 is deleted.

Financial assets-erfirancial— liabilities at fair value
through profit or loss

11 The entity shall disclose:

(@) the methods used to comply with the requireménparagraphs
9(e)-andparagrapt o(a).

(b) if the entity believes that the disclosureaslgiven to comply with
the requirements iparagraphs-9(c)}-quaragraphiO(a) does not
faithfully represent the change in the fair valdetlee financial
asset-offinancial liability attributable to changes in iteedit risk,
the reasons for reaching this conclusion and thefa it believes
to be relevant.

Paragraph B5(a) is amended as follows:

(a) the criteria for designating, on initial reca@m, fer financial
assets or financial liabilities—desigratad at fair value through
profit or loss:
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Appendix E
New Zealand-Specific Additional Disclosure
Requirements Applicable to Financial Institutions

This appendix is an integral part of the Standard.

Objective

El The objective of this appendix is to requirérancial institutionapplying this
Standard to present disclosures in its financiatestents that provide a
transparent reporting of its risks consistent withwNEealand's regulatory
framework for financial institutions.

Scope

E2 This appendix shall be applied by financialitabnsas defined in this appendix.

Significance of financial instruments for financial
position and performance

Statement of financial position

Categories of financial assets and financial liabil ities

E3 Paragraph 8 of this Standard requires entitieslisclose financial assets and
financial liabilities by the measurement categories NZ IAS 39 Financial
Instruments: Recognition and Measuremdntaddition, a financial institution with
the following categories of financial assets anthriicial liabilities shall disclose
these categories either in the statement of fimhpaisition or in the notes.

Financial assets

(a) cash and demand balances with the central bank;

(b) treasury bills and other bills eligible for ietbunting with the central bank;
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(c) government and other securities held for trgdin

(d) placements with, and loans to and receivabtas,fother banks;
(e) other money market placements;

)] loans to and receivables from customers;

(g)  other securities;

Financial liabilities

(h) deposits from other banks;

0] other money market deposits;

0] amounts owed to other depositors;

(k) certificates of deposits;

0] promissory notes and other liabilities evideshty paper; and

(m)  other borrowed funds.

Priority of creditors’ claims

E4 For each -category of financial liability disaos in accordance with
paragraph E3, a financial institution shall diselasformation as to the priority of
that class of creditors’ claims over the finandiatitution’s assets where the
entity liquidates or ceases to trade. If the foiahinstitution is a branch of an
overseas incorporated financial institution, theaficial institution shall also
disclose the rights of each class of New Zealanditorsd claims relative to the
classes of creditors of the related overseas iocatpd financial institution. In
determining the relative rights of each credita@ssl a financial institution shall
consider any legal, regulatory or other impediméims restrict the rights of each
class of creditor.

Allowance account for credit losses

E5 Paragraph 16 of this Standard requires that \@ahemntity records the impairment
of financial assets in a separate account (eglawahce account used to record
individual impairments or a similar account used record a collective
impairment of assets), rather than directly redgidime carrying amount of the
asset it shall disclose a reconciliation of charigekat account during the period
for each class of financial assets. To the extatalready disclosed under
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paragraph 16 of this Standard, an entity shall alssrlose the following
components of changes in such accounts:

(a) the amount of impairment losses, excluding am®uwritten off,
recognised in profit or loss for the period,;

(b) the amount written off and recognised in profitoss for the period; and

(c) the amount of reversals of previously recoghigapairment losses and
recoveries of amounts previously written off, redsgd in profit or loss
for the period.

Allowance accounts for individual impairment

To the extent not already disclosed under papdgi6 of this Standard, an entity
shall disclose the components specified in pardgEf It shall also, in respect
of allowance accounts used to record individual immpants, disclose three
aggregated reconciliations of the changes in tladlesvance accounts, one for
each of the following classes of financial assets:

(@) restructured assets;
(b) financial assets acquired through the enforcemeseofirity; and

(c) other individually impaired assets.

Statement of comprehensive income

E7

Items of income

In addition to disclosing the information reguirby paragraph 20 of this Standard,
financial institutions shall disclose the followisgbclasses of interest income:

(a) lending other than on individually impaired etss

(b) securities held for trading;

(c) other securities;

(d) restructured assets;

(e) financial assets acquired through the enforc¢miesecurity;
® other individually impaired assets; and

(9) other sources.
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Other disclosures

Accounting policies

E8 Paragraph 21 of this Standard requires disaosfithe measurement basis (or
bases) used in preparing the financial statememntsdhe other accounting policies
used that are relevant to an understanding of thandial statements.
Paragraph B5 of this Standard gives examples ofsarements bases and
accounting policies that would be disclosed in adance with paragraph 21. A
financial institution shall disclose the measurethisses and accounting policies
listed in paragraph B5. In addition, a financietitution shall:

(@) in disclosing how net gains or net losses orh eategory of financial
instrument are determined:

0] disclose its accounting policies for determgpimet gains and
losses on trading securities and other securitiesseparate
categories of financial instruments;

(ii) disclose its accounting policies for recognigiand measuring
interest income and expense, including disclosafaater-period
allocations of interest income and expense;

(i)  disclose its accounting policies for recogni and measuring fee
income and expenses, distinguishing between yidteed and
non-yield related items, and policies in relatian ihter-period
allocations;

(b) disclose its accounting policies for funds undenagement and other
fiduciary activities; and

(c) disclose the basis of classification and theoanting policies for
recognition and measurement of restructured assetancial assets
acquired through enforcement of security, otherividdally impaired
assets anfl0-day past due assets

Trust and fiduciary activities

E9 The nature and amount of a financial institucactivities relating to managed
funds and trust activities, and whether arrangemerist to ensure that such
activities are managed independently from its oHwivities, shall be disclosed.
A financial institution shall also disclose the nmatand extent of its involvement
in custodial activities.
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Disclosures under other standards

In addition to disclosing the information regdi by this Standard, financial
institutions are also required to disclose infoforatrequired by other standards
such as NZ IAS Presentation of Financial Statemeratsd NZ IAS 37Provisions,
Contingent Liabilities and Contingent Asséisrelation to financial instruments.
For example, NZIAS 1 requires the disclosure ofrenagnised contractual
commitments. In complying with these standardsraityeshall disclose:

(@) commitments to extend credit that are irrevtedlecause they cannot be
withdrawn at the discretion of the financial instibat without the risk of
incurring significant penalty or expense;

(b) direct credit substitutes, including generabguntees of indebtedness,
bank acceptance guarantees and standby lettergedft serving as
financial guarantees for loans and securities;

(c) certain transaction-related contingent lial@$if including performance
bonds, bid bonds, warranties and standby lettersredit related to
particular transactions;

(d) short-term self-liquidating trade-related caggnt liabilities arising from
the movement of goods, such as documentary creditere the
underlying shipment is used as security; and

(e) other commitments, note issuance facilities esblving underwriting
facilities.

Nature and extent of risks arising from financial
instruments

Ell

Quantitative disclosures

Concentration of funding, credit and market exposur e

Paragraphs 34(c) and B8 of Appendix B of thian&ard require disclosures
about concentrations of risk in certain circumséac In addition to the
requirements of paragraphs 34(c) and B8, a finano&itution shall disclose
concentrations of credit exposure and funding imgeof:

(@) customer, industry or economic sector; and
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E12

E13

El4

E15

E16

(b) geographical concentrations, showing, where eaple, the following:

0] concentrations within New Zealand; and

(ii) concentrations in respect of other countrigispwing the amount
for each country.

One method of disclosing customer or industcyose is to use codes adopted for
official statistical reporting purposes, such as #ustralian and New Zealand
Standard Industrial Classification (ANZSIC). Finadnstitutions shall disclose
the methods used to identify customer, industrga@momic sectors.

Credit risk

New Zealand branches

To the extent not already disclosed under papfg34 of this Standard, where
the entity reporting is a New Zealand branch of aerseas incorporated entity,
the New Zealand branch shall relate the credit exposcorded in the books of
the branch to the latest published global equisitmm of the incorporated entity.

Counterparty risk

In addition to the credit risk disclosures rieggh by paragraph 36 of this
Standard, a financial institution shall disclosee timumber of individual
counterparties (not being members ajraup of closely related counterparfjes
and groups of closely related counterparties to wihe financial institution has
a credit exposure (net of allowance for impairmess) which equals or exceeds
10% of equity. These disclosures shall be pregentsuccessive ranges of 10%
of equity, commencing at 10% of equity.

Branches of overseas incorporated banks sisalbde that theredit exposures
to an individual counterpartyr a group of closely related counterpartiedo
not include exposures to those counterparties @y ttare booked outside
New Zealand.

Financial assets that are either past due or impaired

Paragraph 37(a) of this Standard requiresatha&intity disclose an analysis of the
age of financial assets that are past due as atefparting date but are not

impaired. In addition to paragraph 37(a), a finahioistitution shall disclose the

carrying amount of past due assets that are 9@adstydue assets.
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To the extent not already disclosed under papig37(b) of this Standard, a
financial institution shall disclose a reconcilaatiof each class of financial assets
individually determined to be impaired as at thel e the reporting period,
showing the following information:

(a) the carrying amount of the class as at thenpdgg of the period;

(b) any allowance for impairment loss, excluding ams written off,
relating to the class;

(c) additions to impairment allowance relating te ttass;

(d) amounts written off;

(e) deletions from the class; and

® the carrying amount of the class as at the@ntle reporting period.

In meeting, or in addition to meeting the ieguments of paragraphs 37(b) and
E17 of this Standard, financial institutions shtficlose the information required
by these paragraphs in respect of:

(@) restructured assets;

(b) financial assets acquired through the enforegmoksecurity; and

(c) other individually impaired assets.
Liquidity risk
Maturity profiles of assets and liabilities

A financial institution shall disclose:

(a) a maturity analysis for financial assets theves the maturities using the
same time bands and on the same basis as the itgnanoalyses of
financial liabilities required by paragraphs 39,daB11 to B11E of
Appendix B, of this Standard; and

(b) to the extent not already disclosed under papg39(b), a description of
how it uses its financial assets to manage thedityurisk inherent in the
maturity analysis of its financial liabilities. froviding this description a
financial institution shall consider the factors t seout in
paragraph B11E(a)—(f).
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Expected maturity dates

E20 Where a financial institution manages liquidityk on the basis of expected
maturity dates and where the disclosures requiyethis Standard (including this
appendix) do not provide sufficient information farsers of the financial
institution’s financial statements to evaluate tia¢ure and extent of liquidity risk
arising from the financial institution’s financiastruments, a financial institution
shall disclose a maturity analysis of the expectedurity dates of both financial
liabilities and financial assets. If an entity diises such expected maturity
analyses, it shall explain how it determines thaai@ing expected maturities of
those items for which liquidity risk is managedtbat basis. If the estimated cash
(or other financial asset) outflows included in thentitative analysis could either:

(a) occur significantly earlier than indicated fire tmaturity analysis; or

(b) be for significantly different amounts from #®indicated in the maturity
analysis (for example, for a derivative that iseoed to be settled net but
for which the counterparty has the option to reqgness settlement);

the entity shall state this fact and provide quatitie information that enables
users of its financial statements to evaluate #teng of this risk.

Liabilities on demand

E21 Paragraph B11 of Appendix B of this Standargdlars that, in preparing the
maturity analyses for financial liabilities requdrey paragraphs 39(a) and (b), an
entity uses its judgement to determine an apprtgpriamber of time bands. Due
to the nature of a financial institution’s business “on demand” time
band would generally be appropriate in additionthe time bands noted in
paragraph B11.

Market risk

Interest rate repricing

E22 In addition to the sensitivity analysis presentin accordance with either
paragraph 40 or 41 of this Standard, for each clafsdinancial assets and
financial liabilities a financial institution shafprovide information about its
exposure to interest rate risk by disclosing cantra repricing or maturity dates,
whichever dates are earlier.
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E23 For the purposes of this appendix the follovterghs are defined.

credit exposures to
an individual
counterparty or a
group of closely
related
counterparties

financial asset
acquired through
the enforcement of
security

financial institution

means the maximum loss amount that could be indumeler all
contracts with that counterparty or group of closedyated
counterparties in the event of those counterparfiiing to
discharge their obligations.

means any financial asset which is legally ownedagésult of
enforcing security. Where a financial instituticmssumes
ownership of a financial asset in settlement ofoallpart of a
debt, that asset is regarded as a financial asgeirad through
the enforcement of security. A financial asset &eguthrough
the enforcement of security must be owned outrigirigd
accordingly the definition does not include “modga in
possession” assets.

means any entity whose principal activity is toadtfunds with
the objective of lending or investing in financedsets other than
equity instruments, but excluding:

(a) entities which are wholly funded and controllgdabrelated
party or parties and which do not engage in actisitihat
give rise to material unrecognised financial lialgt with
counterparties which are not related parties; or

(b) general insurerglife insurersandretirement benefit plans

Financial institutions are traditionally identifiets those entities
which accept funds from individuals and organisatiaith the

objective of lending the funds obtained to othertipa, or

otherwise investing the funds, so as to generatan®tto the

entity. Banks, building societies, credit unionBnance

companies, money market dealers and merchant lzaekgpical

examples of financial institutions.

The term “obtaining funds” includes within the scagfefunding

activities investment securities issued by unistsuand other
managed funds, as well as equity instruments thaesent in-
substance deposits, such as shares issued bynguBdicieties
and credit unions (shares issued by these enttiesnormally
fixed in amount, and redeemable on demand at tkieropf the

holder).
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The definition also includes other types of entitiwhich are
broadly involved in financial intermediation; forxample,
entities which undertake a primary function of berimg funds
for on-lending to related parties with the ultimatiejective of
reducing the cost of borrowing for those entitigis means that
intra-group financiers are normally regarded asarfiial
institutions.  However, entities which are wholly feod
(excluding trade creditors in the normal courséw$iness) and
controlled by related parties are not financiatitofons unless
such entities have material unrecognised finadichllities with
unrelated counterparties.

The definition of financial institution refers toniestment in
financial assets, but excludes investment in theuiteq
instruments of other entities. Financial assetmprise a wide
range of assets, including loans and receivabiegsiments in
securities, and unrecognised assets relating &mdial contracts.
This means that entities such as unit trusts whosecipal
activity is to undertake mortgage lending, or tonage cash, are
covered by the scope of the definition. Howevetities which
raise funds principally for investment in physiealsets, such as
real estate or plant and equipment, or for explonator
production activities, are not financial institut&

Entities which invest principally in equity instrumts are not
regarded as financial institutions. Entities whiatid shares in
related entities as their principal activity, as lvesl entities which
principally invest in or trade equity instrumenrdse not financial

institutions.
group of closely means a group of legal or natural persons, onease f which
related is a counterparty, who are related in such a way that
counterparties (a) the financial soundness of any one of them mayerially

affect the financial soundness of the other(s);
(b) one has the power to control the other(s); or

(c) one has the capacity to exercise significaftiémce over the

other(s).
A counterparty is any other party to a contract wite entity
reporting.
other individually means a financial asset that is individually deteeun to be
impaired asset impaired at reporting date in accordance with NZIAS 3

paragraphs 58 to 62, but which is not a restructaseskt, or a
financial asset acquired through the enforcemeseofirity.
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Means an impaired asset, for which:

(@) the original terms have been changed to grd&
counterparty a concession that would not otherwisee ha
been available, due to the counterparty’'s diffiesltin
complying with the original terms;

(b) the revised terms of the facility are not camgble with the
terms of new facilities with comparable risks; and

(c) the yield on the asset following restructuriagequal to, or
greater than, the institution’s average cost ofifyror a loss
is not otherwise expected to be incurred.

Where concessionary terms and conditions on art hase been
formally granted to a customer because of the ouste

financial difficulties, and the return on the asdetlowing

restructuring is such that a loss is not expectetet incurred,
then the asset is to be regarded as a restrucased.

Concessionary terms and conditions granted inclfatenal
forgiveness of some principal and interest, or othges of cash
flows; a deferral or extension of interest or pnpratipayments; a
reduction of interest; and an extension of maturdgte.
However, a key feature of these assets is that follpw
restructuring, the return under the revised ternts@nditions is
expected to be equal to, or greater than, thetunistn’'s average
cost of funds, or that a loss is not otherwise etqued¢o be
incurred — if not, the facility must be classified an other
individually impaired asset.

If an asset is restructured so that it is expetitietl the customer
will perform on terms which are similar to those faw facilities

of similar risk, and no provisions are currenthfichagainst the
exposure, then no loss is expected to be incumeddaacordingly
the exposure may be regarded as fully performing.

means any past due asset, as defined in Appendix isf
Standard, which has not been operated by the cqantgmwithin
its key terms for at least 90 days and which isanastructured
asset, other individually impaired asset, or a rfgial asset
acquired through the enforcement of security.
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E24 For the purposes of this appendix, the followtgrgns are defined in NZ IFRS 4
Insurance ContractsAppendices C and D or NZ IAS 2@\ccounting and
Reporting by Retirement Benefit Plaasd are used in this appendix with the
meanings specified in NZ IFRS 4 and NZ IAS 26:

. general insurer
. life insurer
. retirement benefit plan.
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Appendix E
Basis for Conclusions

This Basis for Conclusions — Appendix E accomparbes,is not part of, NZ IFRS 7
Appendix E.

Introduction

BCE1

BCE2

This Basis for Conclusions summarises the rf6iah Reporting Standards
Board’s (FRSB) considerations in reaching its cosicins on the additional
disclosures for financial institutions specified Appendix E to New Zealand
Equivalent to IFRS Financial Instruments: Disclosure@NZ IFRS 7) in 2006.
It sets out the reasons why the FRSB developed tmddiéonal disclosures, the
approach taken to developing the disclosures amd kify decisions made.
Individual FRSB members gave greater weight to statiors than to others.

The FRSB published its proposals in Decemi@52as ED 106Proposed
additional disclosure requirements for financiakiitutions applying NZ IFRS 7
The deadline for comments was 10 March 2006. TheB-Feceived six responses.
After reviewing the responses, the FRSB sought AdiogirStandards Review
Board (ASRB) approval of Appendix E in Septembed@0

Rationale for additional disclosures

BCE3

BCE4

BCE5

In contrast to a number of other jurisdictioNew Zealand’s regulatory regime
for issuers of securities relies heavily on the lpuldisclosure of financial

information. New Zealand’s regulatory regime is lbhem the premise that
public disclosure of financial information by fingal institutions fosters market
discipline and encourages financial institutions #oaintain sound risk

management systems and practices.

Prior to the adoption of New Zealand equivalemtsIFRSs, the regulatory
disclosure requirements for financial institutionsre incorporated in Financial
Reporting Standard No 3Bisclosure of Information by Financial Institutions
(FRS-33). On adoption of New Zealand equivalentdRRSs, the regulatory
disclosure requirements for financial institutiomere incorporated in NZ IAS 30
Disclosures in the Financial Statements of Banld Similar Financial Institutions

(NZ 1AS 30) as additional New Zealand-specific discires.

The continuation of this approach reflects\ttesv of New Zealand’s regulators
and accounting standard setters that it is prefierab the extent practicable, for
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the detail of financial reporting obligations to lsentained in the relevant
financial reporting standards. The FRSB had soeservations as to whether
including financial institution disclosures in NZRE 7 was appropriate, given
that IFRS 7 had been developed by the IASB for ggragplication by entities
with financial instruments. After consideration wdrious factors, the FRSB
concluded that, on balance, the inclusion of sudtit®mnal disclosures was
appropriate, for the following reasons.

(@) It reduces the range of different disclosurgumements that financial
institutions have to meet and reduces compliancgtscon financial
institutions.

(b) It makes better use of the available informatfoom the management
information systems of financial institutions.

(c) It ensures that regulators consider the natfithe financial information
available and reduces the risk of duplication.

(d) It enhances the compatibility of regulatory afidancial reporting
disclosures.

The FRSB noted that constituents also expressqubsifor continuing with this
approach.

BCE6 The FRSB also considered whether it was app@prior the disclosure
requirements in Appendix E to refer to related disotes in the body of
NZ IFRS 7. This cross-referencing was intended t&enibeasier for entities to
identify relevant paragraphs within NZ IFRS 7 and ttaure of the additional
disclosure required by Appendix E. The FRSB notatterns that:

(@) the detailed specification of additional distlces for financial institutions
could lead financial institutions to focus on cogipd) with the mandated
disclosures rather than considering which disclasweuld best meet the
spirit of the disclosure principles in NZ IFRS 7gan

(b) the disclosures in Appendix E could be regai@een interpretation of the
requirements in NZ IFRS 7.

On balance the FRSB concluded that including refergro related disclosures
in the body of NZ IFRS 7 was the most useful approdchorder to address the
concerns raised the FRSB took care when draftingatiditional disclosure

requirements to highlight the primacy of the NZ R requirements, the fact
that Appendix E establishes additional disclosugeiirements (to the extent that
these disclosures have not already been made imrdztwe with the

requirements in the body of NZ IFRS 7) and that Appendix E disclosures

apply solely to financial institutions. The FRSBanoted that the disclosure
principles in NZ IFRS 7 will continue to be an ovding requirement for

financial institutions complying with NZ IFRS 7.
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General approach

Given the practice of including regulatory thscre requirements for financial
institutions in financial reporting standards, Newaldad's regulatory bodies
requested that the FRSB develop additional disobssior financial institutions
to be included in NZ IFRS 7. The FRSB sought induatvice in reviewing the
proposed additional disclosures. The FRSB’s objest were to avoid
duplicating disclosures in IFRSs and ensure thatdisclosures are consistent
with the requirements of IFRSs, particularly thos&ld IFRS 7.

The disclosures in Appendix E were based piiynan the New Zealand-specific
disclosure requirements previously located in NZ BW5and, prior to that, in
FRS-33 (refer to the Table of Concordance). Th&BRnade some changes to
the New Zealand-specific disclosure requirements inIA&Z30 to prevent
duplication. For example, many of the disclosupsviously required by
NZ IAS 30 paragraph 10 are now required by other Newafedaequivalents to
IFRSs. Changes were also made to harmonise teiwgipalith IFRSs.

The following paragraphs set out the ratiof@ehe additional disclosures.

Statement of financial position (paragraphs E3toE ~ 6)

Categories of financial assets and financial liabil ities
(paragraph E3)

Paragraph E&quires that financial institutions disclose adifdnal breakdown
of financial assets and liabilities. The distinatibetween balances with other
financial institutions and those with other partstlvd money market and from
other depositors provides information on a finahtiatitution’s relations with,
and dependence on, other financial institutionsthadnoney market.

Priority of creditors’ claims (paragraph E4)

Paragraph E4 requires the disclosure of imdtion on the priority of creditors’
claims. This disclosure gives users information toe degree of protection
provided to them in the event of a financial ingtdn being liquidated.

Allowance account for credit losses and allowance
accounts for individual impairment (paragraphs E5 a nd E6)

Paragraph 16 of NZ IFRS 7 requires a recatich of changes in an allowance
account during the period. Paragraph BC26 of IFRf®tes that the IASB was

71 © Copyright



NZ IFRS 7

informed that analysts and other users find tHigrination useful in assessing the
adequacy of the allowance for impairment lossessiah entities and when
comparing one entity with another. The IASB decideast to specify the
components of the reconciliation and noted that #liows entities flexibility in
determining the most appropriate format for the@eds. In the context of
Appendix E, specification of the components of theonciliation enhances the
comparability of information provided by financiaktitutions.

Quantitative disclosures (paragraphs E11 to E22)

Concentration of funding, credit and market exposur e
(paragraphs E11 and E12)

BCE13 Paragraph 36 of NZ IFRS 7 requires disclosfithe amount that best represents
the entity’s maximum exposure to credit risk. ¢t@ion, paragraph E11 requires
the disclosure of information about material coriaions of credit risk in order
to better enable users to assess trends in asséyqu

BCE14 Paragraph E11 also requires the disclosumgf@imation about material sources
of funding. This information is a useful indicatiof the potential risks inherent
in the realisation of the assets and the funddableito the financial institution.

Counterparty risk (paragraphs E14 to E15)

BCE15 Paragraph E13 requires banks which are New @bdleanches of an overseas
incorporated financial institution to disclose infation on their credit exposures
in relation to the global equity of the overseasomporated financial institution.
This provides users with information on the globguiey of the overseas
institution which is generally available to absodsdes arising from credit
exposures in the New Zealand branch. Paragraph Eldres the disclosure of
information about counterparties to which the finahdnstitution has a
significant credit exposure. This disclosure higjfils material credit exposures
and the ability of financial institutions to absanbexpected credit losses.

Financial assets that are either past due or
impaired (paragraphs E16 to E18)

BCE16 Paragraph 37 requires an analysis of finhradgets that are past due but not
impaired and financial assets that are individuaétermined to be impaired.
Paragraph E16 requires the disclosure of 90-dayt mhse assets and
paragraph E17 requires disclosure of a recondhatf each class of financial
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assets individually determined to be impaired. Sehadditional disclosures are
intended to assist users in assessing asset quaigclosure of movements in
the balances of past due assets and impaired assaides users of financial
statements to assess trends in asset quality.

Liquidity risk (paragraphs E19 to E21)

Paragraph E19(a) requires the disclosurensétarity analysis for financial assets
on the same basis as the maturity analysis fomdiah liabilities requiredby
paragraphs 39(a) and (b). The maturities of asseldiabilities and the ability to
replace, at an acceptable cost, interest-bearigjliies as they mature, are
important factors in assessing the liquidity ofreficial institution and its exposure
to changes in interest rates and exchange ratd®e FRSB noted that some
respondents commented on the importance of matemdgontrolled mismatching
of the maturities of assets and liabilities in thenagement of financial institutions.
Paragraph E19(b) also requires a description of adimancial institution uses its
financial assets to manage its liquidity risk (te extent that this information has
not already been disclosed under paragraph 39(c)).

ED 106 proposed that financial institutiores fequired to disclose a maturity
analysis for financial assets and financial lisie#i showing estimated or expected
maturities. The disclosure was previously optiamader FRS-33 and NZ IAS 30.
The majority of respondents objected to making tiéslosure mandatory on the
grounds of limited information value (particularlyiven the similarity of the
information to that in the interest repricing sahled), cost of preparation and the
subjectivity involved in preparing this informationHowever, other respondents
expressed the view that information on expecteduritigs should be required
because where actual maturities differ from exgkateaturities it would be
misleading to provide information only in respetaotual maturities.

The FRSB considered that both groups of redgmats had raised valid issues and
sought to address these issues by limiting theaugistances in which financial
institutions are required to present an additionaturity analysis of the expected
maturity dates of financial liabilities and finaatassets. The FRSB agreed that a
financial institution should be required to disdasuch a maturity analysis only
where it manages liquidity risk on the basis of expé maturity dates and where
the information is required to provide users official statements with sufficient
information to evaluate the nature and extent @didity risk arising from the
financial institution’s financial instruments (pgraph E20).

Interest rate repricing (paragraph E22)

Paragraph E22 requires the disclosure ofrimddon about exposure to interest
rate risk through the disclosure of contractualriokpg or maturity dates,

73 © Copyright



NZ IFRS 7

BCE21

BCE22

whichever dates are earlier. This disclosure indicthe length of time for which
interest rates are fixed at present levels andigesva basis for evaluating the
interest rate risk to which a financial institutisrexposed.

Effective interest rates

The disclosure of effective interest rates weeviously required by NZ IAS 32.
In developing ED 106 the FRSB noted that the IASH bhosen not to require
the disclosure of effective interest rates in IFRSInstead the IASB effectively
replaced the interest risk disclosures previouslyAS 32 paragraph 67 with a
requirement to disclose a simple sensitivity analjer each type of market risk
(including interest rate risk). The Request forn®eent that accompanied
ED 106 stated that the FRSB considered that tleet@fe interest rate disclosures
are no longer required in an environment where dgvigs are recognised in the
financial statements and entities provide inforowation risks arising from
financial instruments in accordance with NZ IFRS 7The FRSB sought
respondents’ views on the proposal not to requiseld$ure of effective interest
rates. Respondents’ views were mixed. One view waswhighted average
interest rate information is onerous to prepare @goebk not add significantly to a
reader’s understanding of interest rate risk. €wko supported the disclosure
of effective interest rates argued that they prevideful information to users in
evaluating the interest rate risk or risks and reladinat an entity is exposed to.

Further discussions with some respondents wemabed that they considered
effective interest rates to be a headline indicafaredit risk. These respondents
expressed the view that the gross interest rategetlany a financial institution
will reflect the underlying credit risk of the pasi to whom it is lending and that
differences in gross interest rates between sinfifeencial institutions would
generally indicate differences in their credit riskollowing consideration of the
use of effective interest rates by financial comrmatns in New Zealand the
FRSB concluded that there was no compelling reasorefjuiring the disclosure
of effective interest rates in Appendix E. The FR$B8nsidered that the
disclosure of credit ratings would be a more appad@rway of providing
additional information on the credit risk of finaakinstitutions and agreed to
seek constituents’ views on this proposal via arsgpaxposure draft.

Summary of main changes from the Exposure Draft

BCE23

The main change to the proposals in ED 18@&saffollows.

(a) The disclosures have been reordered to moeelgldollow the order of
associated paragraphs in NZIFRS 7. Subheadinge l@@so been
changed to more closely align with the subheadindé4 IFRS 7.
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The fact that some disclosures are requiregt mntespect of assets that
are individually determined to be impaired has bdarified.

A requirement has been added for financial tuitins to describe how
they use their financial assets to manage thedityurisk inherent in the

maturity analysis of their financial liabilitiesefier paragraph E19(b) and
BCEZ20).

Financial institutions are required to disclesgected maturity dates of
financial liabilities and financial assets onlydertain circumstances. The
circumstances are where the financial institutiomaggs liquidity risk on
the basis of expected maturity dates and whereitiotodures required by
NZ IFRS 7 do not provide sufficient information fesers of the financial
institution’s financial statements to evaluate tha&ture and extent of
liquidity risk arising from the financial instituth’s financial instruments
(refer paragraph E20 and BCE19).

The definition of “other individually impairesssets” has been clarified to
highlight that it refers only to assets that adividually determined to be
impaired and does not include “financial assetsumed through the
enforcement of security”. As noted in the definitiof “90-day past due
assets”, “90-day past due assets” and “other iddally impaired assets”
are mutually exclusive categories.

The definition of “assets acquired through #r&orcement of security”
has been changed to limit it to “financial assetguired through the
enforcement of security”. This change is consisteith the scope of
NZ IFRS 7 and Appendix E.
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Appendix E
Table of concordance

This table accompanies, but is not part of Appeidix

This table shows how the New Zealand-specific requintsnén NZ IAS 30 and
Appendix E correspond. Paragraphs are treated rassponding if they broadly address
the same matter even though the guidance may differ

FRS-33 NZ IAS 30 Appendix E
NZ-specific
requirements
FRS-334.1,4.2, 4.6, NZ7.1-Nz7.14 E23
4.16-4.22, 4.9, 4.26,
4.32, 4.36, 4.38, and
4.40-4.43
FRS-335.2,5.4-5.10 NZ 8.1 - NZ 8.6 E8
FRS-33 6.3 Nz 10.1 E7
FRS-337.12 NZ 19.3 E4
FRS-3311.3and 11.4 Nz 30.1 E18, E20
FRS-33 13.4 and 14.1 NZ 40.1-40.2 E10
FRS-3313.6 NZ 41.1 E11
FRS-33 13.11 NZ 41.2 E12
FRS-3313.1 NZ 41.3 E15
FRS-3313.3 NZ 41.4 E13
FRS-33 10.1 NZ 49.1 E5, E14, E16, E17
FRS-3310.4 NZ 49.4 E16
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