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Policy choices in NZIFRS 
 

Reference Option under NZIFRS Relevance to CFS 
NZIAS 
2.25 

Cost of inventories shall be assigned using the First in First Out (FIFO) 
or weighted average cost formula.  The same cost formula should be 
used for all inventories having a similar nature and use to the entity.  A 
different cost formula may be justified for inventories with a different 
nature or use. 

 

CFS includes inventories which are currently measured using weighted 
average cost formula. 

NZIAS 14 Identification of primary and secondary segments.  The dominant source 
and nature of an entity’s risks and returns determines whether its primary 
segment reporting is based on business or geographical segments.  This 
is usually established from the entity’s internal organisational and 
management structure and its system of internal financial reporting. 

X 

Public Benefit Entities are not required to comply with the requirements 
of NZIAS 14.  However, should they elect to disclose segmental 
information, they would be required to look to IPSAS 18 for 
authoritative support. 

NZIAS 
16.9 

A choice should be made as to what constitutes an item of property, 
plant and equipment as the standard does not prescribe the unit of 
measure for recognition. 

 

 

Depending on the policy adopted in respect of accounting for revaluation 
changes, i.e. on a class or asset basis, this decision would be relevant.  
Where valuation changes are offset on an asset basis, the change in the 
value of the item is considered and not the change in the value of the 
components of that item. 

NZIAS 
16.29 

Property, plant and equipment are accounted for using either the: 

• cost model; or  

• the revaluation model. 

 

Certain classes of assets are currently accounted for using the revaluation 
model because it provides more useful information. 

NZIAS 
16.35 

On revaluation, the accumulated depreciation should either be: 

a) Restated proportionately with the change in the gross carrying 
amount of the asset; or 

b) Eliminated against the gross carrying amount of the asset. 

 

A decision that will have to be made if the assets are continued to be 
measured at revalued amounts as the information provided by the 
individual entities will impact the amounts disclosed for gross carrying 
amount and accumulated depreciation. 
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Reference Option under NZIFRS Relevance to CFS 
NZIAS 
16.NZ39.1 

A public benefit entity may elect to account for revaluation changes on a 
class basis, rather than an individual asset basis. 

 

Accounting for valuation changes on a class basis would imply a reduced 
administrative burden for public benefit entities. 

NZIAS 
16.41 

Revaluation surplus included in equity in respect of an item of property, 
plant and equipment may be transferred directly to retained earnings 
when the asset is derecognised or as the asset is used (being the 
difference between depreciation based on the revalued carrying amount, 
and depreciation based on the asset’s original cost). 

 

A decision that will have to be made if the assets are continued to be 
measured at revalued amounts. However, there is little information 
benefit, and higher costs involved in transferring amounts from 
revaluation reserve to retained earnings progressively as the asset is 
depreciated.  This would be more relevant to entities in jurisdictions with 
non-distributable reserves. 

NZIAS 
19.92, 
19.93 

With regard to defined benefit plans, the following choices exist: 

• Recognise all actuarial gains and losses immediately 

• Recognise a stated percentage of the  actuarial gains and losses 
immediately. This could be more than required under the corridor 
approach.   

• Not recognise any actuarial gains and losses that are within the 
corridor. 

The actuarial gains and losses are recognised either in equity or through 
the income statement. 

 

We understand that the Treasury has already agreed that all actuarial 
gains and losses should be recognised immediately. However, it is still to 
be decided whether the gains and losses should be recognised through 
profit and loss or in equity. 

NZIAS 
20.23 

When a government grant is in the form of a non-monetary asset, the 
asset is either: 

• recognised at its gross fair value and a corresponding liability 
recognised for  the year; or 

• recognised at nil or a nominal amount. 

X 

Public benefit entities cannot apply the recognition, measurement and 
presentation requirements of NZIAS 20. However, some state-owned 
enterprises shall be required to apply this standard in relation to 
government grants, resulting in adjustments on consolidation. 

NZIAS 
21.38 

An entity may present its financial statements in any currency.  
It is presumed that the CFS will be presented in New Zealand dollars. 
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Reference Option under NZIFRS Relevance to CFS 
NZIAS 
23.10 

Borrowing costs are either expensed in the period in which they are 
incurred or capitalised into a qualifying asset. 

 

 

Borrowing costs are currently expensed in the period in which they are 
incurred.  The advantage of this treatment is that the cost of the asset is 
not dependant on how the asset is financed.  The converse argument is 
that the cost of an asset should include all costs relating to bringing the 
asset to its existing use. 

NZIAS 
27.37, 
28.35, 
31.46 

When separate parent financial statements are prepared, investments in 
subsidiaries, jointly controlled entities or associates that are not 
classified as held for sale (or included in a disposal group that is 
classified as held for sale) in accordance with NZIFRS 5 are accounted 
for either: 

a) At cost; or 

b) In accordance with NZIAS 39. 

X 

The Crown does not present separate parent financial statements. 

NZIAS 
31.3 

A venturer recognises its interests in jointly controlled entities using 
proportionate consolidation or equity accounting. 

 

 

The survey conducted last year indicated that joint venture relationships 
do exist within the CFS. If a review of those relationships indicate that 
jointly controlled entities exist, this choice should be considered. 

NZIAS 
38.72 

Choose either the cost model or the revaluation model to account for 
intangible assets. 

 

To choose the policy of revaluing intangible assets, an active market 
must exist.  The Crown policy is to record intangibles at valuation where 
an active market exists.  Where no active market exists, they must be 
recorded at cost. It should be noted that the definition of an active market 
in NZIAS 38 is very tight and it is not expected that this option would be 
readily available in New Zealand.  We understand that the CFS currently 
includes intangible assets relating to ACE / ITO which may be 
considered to be trading in an active market.  Whether this meets the 
definition under NZ IAS 38 requires further consideration 

NZIAS 39 Classification of financial instruments and whether to hedge account. Refer to Section 5 of this Report. 
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Reference Option under NZIFRS Relevance to CFS 
NZIAS 
39.38 

A “regular way” purchase or sale of financial assets is recognised and 
derecognised, as applicable, using trade date accounting (the date an 
entity commits to purchase the asset) or settlement date accounting (the 
day the asset is delivered to the entity). 

Choices available under NZIAS 39 are outside of the scope of this 
section. 

NZIAS 
39.92 

Amortisation of an adjustment arising from designation of an item as the 
hedged item in a fair value hedge relationship may begin either as soon 
as an adjustment exists and begins no later than when the hedged item 
ceases to be adjusted for changes in its fair value attributable to the risk 
being hedged. 

Choices available under NZIAS 39 are outside of the scope of this 
section. 

NZIAS 
39.98 

If a hedge of a forecast transaction subsequently results in the 
recognition of a non-financial asset or a non-financial liability, or a 
forecast transaction for a non-financial asset or non-financial liability 
becomes a firm commitment for which fair value hedge accounting is 
applied, then the entity adopts either of the following: 

• It reclassifies the associated gains and losses 
recognised directly in equity into profit and loss in the same period 
that the asset or liability affects the profit or loss. If it is expected 
that all or a portion of the loss recognised directly in equity will not 
be recovered in one or more future periods, it reclassifies into profit 
or loss the amount that is not expected to be recovered. 

• It removes the associated gains and losses that were recognised 
directly in equity and includes them in the initial cost or other 
carrying amount of the asset or liability. 

Choices available under NZIAS 39 are outside of the scope of this 
section. 

NZIAS 
40.6 

A property interest that is held by a lessee under an operating lease may 
be classified and accounted for as investment property if, and only if, the 
property would otherwise meet the definition of an investment property 
and the lessee uses the fair value model. 

Requires further analysis by Treasury to determine if relevant to the 
CFS.  Can be considered at Crown or entity level. 
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Reference Option under NZIFRS Relevance to CFS 
NZIFRS 1 Eleven optional exemptions, and 4 mandatory exemptions on transition 

to NZIFRS. 
 

Refer to Section 4 of this Report 

NZIFRS 
2.54 

For other grants of equity instruments an entity is encouraged (but not 
required) to apply NZIFRS 2 if the entity has disclosed publicly the fair 
value of those equity instruments, determined at the measurement date. 

X 

The Crown does not issue equity instruments as contemplated by 
NZIFRS 2, and therefore not considered relevant to the CFS.   

NZIFRS 
2.59 

An entity is encouraged, but not required, to apply retrospectively 
NZIFRS 2 to other liabilities arising from share-based payment 
transactions, for example, to liabilities that were settled during a period 
for which comparative information is presented. 

X 

The Crown does not have equity instruments as contemplated by 
NZIFRS 2, and therefore not considered relevant to the CFS.   

NZIFRS 3 Business combinations involving entities or businesses under common 
control are excluded from the scope of NZIFRS 3.  

This requires a choice of accounting policy for common control 
transactions.  Generally such transactions are either accounted for by 
using book values or using fair values. 

Entities or businesses are under common control where they are 
ultimately controlled by the same party or parties both before and after a 
combination of the entities. 

 

The Crown has many common control transactions and will need to 
determine a policy relating to the accounting treatment thereof to ensure 
consistent treatment between entities and proper elimination on 
consolidation. 

NZIFRS 
4.34 

Some insurance contracts contain a discretionary participation feature as 
well as a guaranteed element.  The issuer of such a contract may 
recognise the guaranteed element separately from the discretionary 
participation feature. 

• If the issuer does not recognise them separately, it shall classify the 
whole contract as a liability. 

• If the issuer classifies them separately, it shall classify the 
guaranteed element as a liability and the discretionary participation 
feature as either a liability or a separate component of equity. 

The issuer may recognise all premiums received as revenue without 
separating any portion that relates to the equity component. 

X 

It is unlikely that entities within the Crown Reporting Entity would issue 
contracts that include a discretionary participation feature. Further 
research might be necessary to determine whether an accounting policy 
would be necessary. 
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Reference Option under NZIFRS Relevance to CFS 
NZIFRS 
4.45 

When an insurer changes its accounting policies for insurance liabilities, 
it is permitted, but not required, to reclassify some or all of its financial 
assets as ‘at fair value through profit or loss’.   

 

 

The scope of NZIFRS 4 is wider than expected and it applies not only to 
insurance contracts as we traditionally know them. Contracts will need to 
be reviewed and where they transfer risks other than financial risk, 
accounted for under NZIFRS 4.  The choice in NZIFRS 4.45 is available 
to individual entities. 

It should be noted that the IASB is currently reconsidering the “fair value 
option”. 

IFRS 6.9 An entity shall determine a policy specifying which expenditures are 
recognised as exploration and evaluation assets and apply the policy 
consistently. In making this determination, an entity considers the degree 
to which the expenditure can be associated with finding specific mineral 
resources. 

X 

The only entity identified to date to which this policy choice would apply 
is Solid Energy. The policy adopted by Solid Energy could therefore be 
directly adopted in the CFS.   

 
As noted under our approach in 3.2, in addition to the current NZIFRS at 4 April 2005, we also performed a high level review of exposure drafts 
and draft interpretations as at that date, the results of which have been reflected in the table above.  The following were reviewed: 

• IASB ED7 Financial Instruments Disclosure 

• ED101 When is an entity a Public Benefit Entity 

• ED100 Proposed amendments to NZ IAS1 

• IFRIC D6 Multi Employer Plans 

• IFRIC D9 Employee Benefit Plans with a Promised return on contributions or notional contributions 

• IFRIC D10 Liabilities arising from participating in a specific market 

• IFRIC D11 Changes in Contributions to Employee share purchase plans 

• IFRIC D12 Service concession arrangements – Determining the Accounting Model 

• IFRIC D13 Service concession arrangements – The Financial Asset Model 

• IFRIC D14 Service concession arrangements – The Intangible Asset Model. 


