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Welcome to KPMG's Aeporting News, a regular summary of
publications on reporting matters from KPMG

Reporting News aims to keep you informed about financial reporting developments
and includes the following principal newsletters:

e Reporting Upadates published by KPMG New Zealand, which focus on the
application of IFRS in the New Zealand financial reporting environment,
legislative and regulatory changes, and other New Zealand-specific
reporting topics.

e /n the Headlines published by the KPMG International Standards Group,
which provide timely updates on developments concerning IFRS.
KPMG NZ Reporting Updates
Standards issued but not yet effective (31 December 2015)

This publication lists newly effective standards and standards issued but not yet

effective for interim and annual periods ending 31 December 2015 and will assist

you in complying with the disclosure requirements of NZ IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors, paragraph 30 and PBE IPSAS Accounting Policies, Changes in Accounting Estimates and Errors, paragraph
35.

Reporting Update RN16-01A — Standards issued but not yet effective

KPMG Global Publications
Illustrative disclosures for investment funds

Our Guide to annual financial statements — lllustrative disclosures for investment funds helps you to prepare your
financial statements in accordance with IFRS, illustrating one possible format for financial statements based on a
fictitious investment fund and helping you to identify which disclosures may be required.

This guide reflects IFRSs in issue at 15 December 2015 that are required to be applied by an entity with an annual period
beginning on 1 January 2015. Please note that it does include any New Zealand specific reporting requirements.


http://www.kpmg.com/NZ/en/IssuesAndInsights/ArticlesPublications/reporting-news/Documents/16RN-01A-IFRS-issued-not-effective-31-Dec-15.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2015/12/IFS-Funds-2015.pdf

IFRS compared to US GAAP — 2015 edition

Convergence, as a strategy for the IASB and the FASB to achieve a single set of high-quality global accounting standards,
will soon come to an end. It is unclear at this stage what the next steps might be for the adoption of IFRS by US
domestic registrants or when further action might be taken by the US SEC.

Both IFRS and US GAAP will therefore continue for the foreseeable future as the primary reporting frameworks in use
around the world and understanding the differences between the two will continue to be of keen interest to preparers
and users of financial statements. With this in mind, we are pleased to publish the 2015 edition of /FRS compared to US
GAAP.

You can access a PDF version of an abridged overview version on our IFRS Institute; this provides a high-level briefing for
audit committees and boards. If you would like to order a hard copy of the main book, then please email
ifrgroup@kpmgifrg.com, the price is €110.

Fair value measurement — Questions and answers

Every day, we are reminded that fair value measurement is not a static discipline and that markets are constantly
evolving.

This means that new valuation methodologies emerge and are refined as they are tested in the marketplace and adopted
by market participants. And as the fair value standards dictate, it is the market participant view that shapes fair value
itself.

This updated edition of Questions and Answers focuses on fair value measurement under both US GAAP and IFRS,
providing guidance on the application of the standards and highlighting the handful of differences between the two
reporting frameworks.

IFRS Newsletter: IFRS 9 Impairment, Issue 3

The new expected credit loss model for the impairment of financial instruments has triggered a variety of
implementation issues.

At its third substantive meeting —in December 2015 — the IFRS Transition Resource Group for Impairment of Financial
Instruments (the ITG) provided useful clarification on a number of challenging practical issues.

One area that generated a lot of debate was the incorporation of forward-looking information in measuring expected
credit losses (ECLs).

On this issue, ITG members seemed to agree that the objective of IFRS 9 Financial Instruments is to achieve an
unbiased and probability-weighted estimate of ECLs. Therefore, when incorporating forward-looking scenarios, an
entity should consider the range and probabilities of different outcomes.

For each issue submitted, the IASB will consider what action — if any — is required. Currently, no further physical ITG
meetings are scheduled, but the Chair indicated that the ITG will continue to exist.

Read our IFRS Newsletter: [FRS 9 Impairment for the latest discussions on the impairment requirements in IFRS 9.

Insurance — Proposed amendments to IFRS 4 issued

In response to concerns raised by the insurance industry, the IASB has issued its proposed amendments to IFRS 4
Insurance Contracts.

The proposals would introduce two approaches to help preparers and users of financial statements reduce the impact of
the differing effective dates of IFRS 9 Financial Instruments and the forthcoming insurance contracts standard.

The NZASB is also seeking views about the proposals for application in New Zealand.

Comments on the proposals are due to the NZASB by 29 January 2016 and the IASB by 8 February 2016. We urge
companies to read the proposals and participate in the debate.

Read KPMG’s New on the Horizon: Insurance amendments for more information on the proposed amendments to
IFRS 4 /nsurance Contracts. You may also be interested in our Overview of the proposals and SlideShare presentation.
Our insights aim to help you assess the potential impact of the proposed changes, and how to respond to the |IASB.

You can also find further information and a copy of the proposed amendments on the XRB website.


https://home.kpmg.com/content/dam/kpmg/pdf/2015/12/US-GAAP-comparison-2015-overview.pdf
mailto:ifrgroup@kpmgifrg.com
https://assets.kpmg.com/content/dam/kpmg/pdf/2015/12/fair-value-qa-2015.pdf
https://home.kpmg.com/xx/en/home/insights/2015/12/ifrs-newsletter-ifrs9-impairment-credit-risk-increase-ecl-forward-looking-scenarios-charge-cards-161215.html
https://home.kpmg.com/content/dam/kpmg/pdf/2015/12/noth-insurance-amendments.pdf
https://home.kpmg.com/xx/en/home/insights/2015/12/insurance-proposed-amendments-slideshare-effective-date-exemption-overlay-ifrs4-ifrs9-091215.html
http://www.slideshare.net/kpmg/ifrs-4-insurance-amendments
https://www.xrb.govt.nz/Site/Accounting_Standards/Exposure_Drafts/IASB_ED_2015-11.aspx

Banks — EDTF guidance on new credit risk disclosures

As part of the drive to improve investor confidence in banks’ financial reports, the Enhanced Disclosure Task Force
(EDTF) has revised the principles it first outlined in 2012.

With the advent of accounting standards featuring expected credit loss models in both IFRS and US GAAP, this update
specifically considers the additional disclosure needs that arise when applying expected credit loss technigues.

The report addresses disclosures that are recommended in the run-up to implementation and more permanent
disclosures that should be made both before and/or after 1 January 2018.

Read our web article to find out more.

Banks — Basel Committee guidance on credit risk and accounting practices

In response to the recent global shift toward using expected credit loss (ECL) accounting models, the Basel Committee
on Banking Supervision has issued new guidance on their use for global banks.

The guidance replaces previous guidance issued in June 2006, and sets out 11 principles on credit risk and accounting
for ECLs. It also includes guidance specific to jurisdictions applying IFRS, and relating to the new ECL model in IFRS 9
Financial Instruments.

Banks' IFRS 9 teams should familiarise themselves with the new guidance and consider any possible impact on their
implementation plans.

Read our web article to find out more.

New leases standard issued — IFRS 16

The International Accounting Standards Board (IASB) has now published the long awaited lease accounting standard —
IFRS 16. The new standard will bring added transparency to the balance sheet, requiring companies to bring most leases
on-balance sheet. It will take effect from 1 January 2019. Look out for our special Reporting Update, coming soon, which
will include more information about the new leases standard.

Conflict on transactions with JVs — Effective date postponed

Under current IFRS, an accounting conflict arises when a parent loses control of a subsidiary in a transaction with an
associate or joint venture.

To address this conflict, the IASB published amendments in September 2014. In doing so, it also introduced some new,
unexpected and complex accounting for certain transactions.

The effective date for these changes has now been postponed until the completion of a broader review — which the |IASB
hopes will result in the simplification of accounting for such transactions and of other aspects of accounting for
associates and joint ventures.

For more on this topic, read the IASB's press release.

IFRS News

Investment property — clarifying guidance on transfers

The IASB has published proposals which aim to clarify the guidance on transfers to — or from — investment properties.
The amendment is included in a document entitled ED/2015/9 7ransters of Investment Property (Proposed amendment

to IAS 40).

The NZASB is also seeking views about the proposed amendment for application in New Zealand. Once the IASB issues
the amending standard, the NZASB will issue an equivalent amending standard in New Zealand. Therefore, this exposure
draft is your opportunity to comment on the proposals that will be issued in New Zealand and applicable for for-profit
entities.

Further information on the investment property proposal is available from the XRB website.
Comments are due to NZASB by 19 February 2016 or directly to the IASB by 18 March 2016.


https://home.kpmg.com/xx/en/home/insights/2015/12/banks-credit-risk-disclosure-principles-edtf-report-2015-ecl-credit-losses-ifrs9-081215.html
https://home.kpmg.com/xx/en/home/insights/2015/12/basel-committee-banking-supervision-guidance-accounting-expected-credit-losses-ecl-ifrs9-181215.html
https://home.kpmg.com/xx/en/home/insights/2014/09/ith-2014-17.html
http://www.ifrs.org/Alerts/PressRelease/Pages/IASB-postpones-accounting-changes.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Investment-Property-under-construct-invetory-investment-change-in-use/Exposure-Draft-November-2015/Pages/Exposure-Draft-and-Comment-letters.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Investment-Property-under-construct-invetory-investment-change-in-use/Exposure-Draft-November-2015/Pages/Exposure-Draft-and-Comment-letters.aspx
https://www.xrb.govt.nz/Site/Accounting_Standards/Exposure_Drafts/IASB_ED_2015-9.aspx?EMAIL=25152452

Annual improvements to IFRS

As part of its process to make non-urgent but necessary amendments to IFRS, the IASB has issued an exposure draft —
Annual Improvements to IFRSs 2014-2016 Cycle.

The proposals clarify that:

e the disclosure requirements for interests in other entities also apply to interests that are classified as held for sale or
distribution; and

e aventure capital organisation, or other qualifying entity, may elect to measure its investments in an associate or joint
venture at fair value through profit or loss. This election can be made on an investment-by-investment basis.

The ED also includes an amendment to remove outdated exemptions for first-time adopters of IFRS.

The NZASB is also seeking views about the proposed amendments for application in New Zealand. Once the IASB
issues the amending standard, the NZASB will issue equivalent amending standards in New Zealand. Therefore, this
exposure draft is your opportunity to comment on the proposals that will be issued in New Zealand and applicable for for-
profit entities.

Further information on the Annual Improvements proposals is available from the XRB website.

Comments are due to the NZASB by 22 January 2016 or directly to the IASB by 17 February 2016.
Other

Exposure Draft of Incorporated Societies Bill

The Ministry of Business, Innovation and Employment (MBIE) is seeking submissions on the Exposure Draft of the
Incorporated Societies Bill.

The existing Incorporated Societies Act 1908 does not say anything about several important matters that affect the
operation of societies. The main purpose of the draft Bill is to remove uncertainty about those matters.

The proposed Bill would require all incorporated societies to prepare financial statements in accordance with accounting
standards issued by the External Reporting Board (currently there are no accounting standards to govern the reporting
required by societies under the 1908 Act). This would result in incorporated societies having the same preparation
obligations as registered charities.

The Bill does not include any requirements for societies to have their financial statements audited or reviewed. The MBIE
intends to make recommendations to the Government on assurance-related matters following this consultation.

In addition to new financial reporting requirements, the Bill also covers governance matters such as committee
members’ duties, resolution of disputes and conflicts of interest.

Once the Bill is introduced (expected to be 2017) it will need to go through a number of parliamentary processes before
it can be enacted, perhaps in 2018. It will be at least two years from the date of enactment before the new Act starts
applying to currently registered societies.

Access the exposure draft and request for submissions on the MBIE website. The deadline for making comments is
Thursday 30 June 2016.

FMA consultation papers open for feedback

The Financial Markets Authority (FMA) has recently published three consultation papers that propose exemptions for
specific types of entities from certain requirements under the Financial Markets Conduct Act 2013 (FMC Act):

e Proposed exemptions for existing property schemes — submissions close 16 February 2016

e Forestry scheme issues and exemptions proposals — submissions close 16 February 2016

e Recognition of overseas regimes — proposed exemption relief — submissions close 26 February 2016

Highlights of IAASB Chair visit

The NZAUASB recently hosted Professor Arnold Schilder, Chair of the International Auditing and Assurance Standards
Board (IAASB), Chuck Landes, IAASB Deputy Chair, and Kathy Healy, IAASB technical director, who visited New Zealand
in November 2015 to promote the new Auditor's Report and to raise awareness about audit quality. Videos of a lecture
on “The future relevance of audit” and a breakfast panel discussion entitled “The new auditor’s report will not just affect
auditors”, both led by Professor Schilder, are available on YouTube.



http://www.ifrs.org/Current-Projects/IASB-Projects/Annual-Improvements/Exposure-Draft-November-2015/Pages/Exposure-Draft-and-Comment-letters.aspx
https://www.xrb.govt.nz/Site/Accounting_Standards/Exposure_Drafts/IASB_ED_2015-10.aspx?EMAIL=25152452
http://www.mbie.govt.nz/info-services/business/business-law/incorporated-societies/incorporated-societies-bill-exposure-draft/incorporated_societies_bill.pdf
http://www.mbie.govt.nz/info-services/business/business-law/incorporated-societies/incorporated-societies-bill-exposure-draft/request_for_submissions.pdf
http://www.mbie.govt.nz/info-services/business/business-law/incorporated-societies/incorporated-societies-bill-exposure-draft/?searchterm=incorporated%20societies
https://fma.govt.nz/compliance/consultation/consultation-papers/consultation-paper-proposed-exemptions-for-existing-property-schemes/?utm_medium=email&utm_campaign=Final%20consultation%20papers%20for%202015%20Now%20open%20for%20feedback&utm_content=Final%20consultation%20papers%20for%202015%20Now%20open%20for%20feedback+CID_e53646ed9bee59b33a960cf8e3733ed7&utm_source=FMA%20Campaign%20Monitor%20Emails&utm_term=Consultation%20paper
http://financialmarketsauthority.cmail20.com/t/r-l-vxltdd-drxlidjv-q/
http://financialmarketsauthority.cmail20.com/t/r-l-vxltdd-drxlidjv-a/
https://youtu.be/vgS2mnuo49o
https://youtu.be/6kcKNP9LnWY
https://youtu.be/6kcKNP9LnWY

XRB Communiqué 2015/14: 11 December 2015

The External Reporting Board has recently issued a new version of Standard XRB A1 Application of the Accounting
Standards Framework (XRB A1) following the completion of the staged implementation of the Accounting Standards
Framework over the last three years.

The XRB has also issued an updated Accounting Standards Framework (the Framework). This is a succinct rewrite of the
policy underlying the Framework.

XRB Communigue 14: 11 December 2015

NZASB Communigue 2015/32: 18 December 2015

The New Zealand Accounting Standards Board held its most recent meeting on 27 October 2015. The main matters
considered at the meeting included:

e Standards approved for issue — the Board approved Donated Goods (Amendments to PBE IPSAS 23 Revenue from
Non-Exchange transactions) to be finalised and issued.

e PBE interests in other entities - The Board provided feedback on the proposed New Zealand specific guidance on
assessing control when there are predetermined activities to be included in ED NZASB 2015-X PBE IPSAS 35
Consolidated Financial Statements. The revised proposals will be considered at its next meeting.

e Service performance reporting - The Board discussed issues relating to the potential scope of an ED on service
performance reporting. The Board agreed that not-for-profit PBEs, and public sector PBEs with existing legislative
requirements to report service performance information, should be within the scope of the ED. The proposed ED,
including the scope paragraphs, will be considered at its next meeting.

You can access the papers discussed at the meeting on the XRB website.

NZASB Communique 32: 18 December 2015

Further information

Please speak to your usual KPMG contact or call any of our offices should you have any questions on the above or if you
would like further information on any of the matters discussed in this publication.

Please click here if you wish to subscribe to future updates

kpmg.com/nz

© 2016 KPMG, a New Zealand partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative ("KPMG
International”), a Swiss entity. All rights reserved. Printed in New Zealand.

The information contained herein is of a general nature and is not intended to address the
circumstances of any particular individual or entity. Although we endeavour to provide
accurate and timely information, there can be no guarantee that such information is
accurate as of the date it is received or that it will continue to be accurate in the future. No
one should act on such information without appropriate professional advice after a thorough
examination of the particular situation.

The KPMG name, logo and “cutting through complexity” are registered trademarks or
trademarks of KPMG International.


https://www.xrb.govt.nz/Site/News/XRB_Board_Communique/XRB_Communique_0091_14_11_Dec_15_.aspx
https://www.xrb.govt.nz/Site/Board_Meetings/NZASB_Board_Meetings.aspx?EMAIL=25232049
https://www.xrb.govt.nz/Site/News/NZASB_Communique/NZASB_Communique_0145_32_18_Dec_2015.aspx
http://contact.kpmg.co.nz/reaction/RSGenPage.asp?RSID=gxFgSvjkkf8G7AuXQDJRvnx-vN5NEGp1UDgNBcttiSw

	Reporting News
	KPMG NZ Reporting Updates
	Standards issued but not yet effective (31 December 2015)
	This publication lists newly effective standards and standards issued but not yet effective for interim and annual periods ending 31 December 2015 and will assist you in complying with the disclosure requirements of NZ IAS 8 Accounting Policies, Chang...
	Reporting Update RN16-01A – Standards issued but not yet effective
	Illustrative disclosures for investment funds

