m Reporting News
2 August 2016, 16RNO6

cutting through complexity ™

Reporting News

\)

Welcome to KPMG's AReporting 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:

o Reporting Updates 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 |WVeb articles and other publications from KPMG's International Standards
Group, which provide timely updates on developments concerning IFRS.

KPMG NZ Reporting Updates

None this issue.

KPMG International Publications
Revenue: Transition options

As the effective date of IFRS 15 is fast approaching, one key decision needs to be made soon — how and when to
transition to the new standard.

Identifying the optimal approach depends on a range of issues, so the answer may not be straightforward.

Our publication Revenue — Transition options will help you to understand the best option for your business.

Business combinations — Proposed amendments to IFRSs 3 and 11

Determining whether a transaction is an asset or a business acquisition has long been a challenging but important area of
judgement.

The IASB has issued proposed amendments to IFRS 3 Business Combinations that seek to clarify this matter.

The proposals aim to narrow the business definition and facilitate more robust decision making when assessing whether
a set of acquired assets and activities constitutes a business.

The Board has also issued proposals that aim to clarify the accounting treatment when a company increases its interest
in a joint operation that meets the definition of a business —i.e. whether to remeasure or not.


https://home.kpmg.com/xx/en/home/insights/2014/06/ifrs-practice-issue-revenue14.html
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The New Zealand Accounting Standard Board (NZASB) is also seeking feedback on the proposals, which would apply to
Tier 1 and Tier 2 for-profit entities when issued in New Zealand

Comments are due to the NZASB by 30 September 2016 or the IASB by 31 October 2016. We encourage you to submit
your views.

Find out more about the proposals in our web article and our SlideShare presentation.

Read the exposure draft here.

Insurance: IFRS 4 amendments

The IASB has agreed to revise the proposed disclosure requirements for the temporary exemption from applying IFRS 9
Financial Instruments. The decision will limit the need to perform a solely payments of principal and interest assessment
to those financial assets that are not held for trading or managed on a fair value basis.

This will ease the implementation burden on preparers.

Find out more in our web article.

IFRS Newsletter: Financial instruments, Issue 31

Further progress has been made by the Board in exploring the classification of derivatives on own equity — as part of its
ongoing discussions on financial instruments with characteristics of equity (the ‘FICE project’).

At its July meeting, the Board focused its discussion on how to apply the Gamma approach to: the classification of
derivatives on own equity; asset/equity exchange derivatives; and liability/equity exchange derivatives.

A next step for the project will be to consider the separate presentation requirements for different classes of liabilities
including variable-for-fixed derivatives and some application challenges in applying the fixed-for-fixed condition.

Find out more in this month's |[FRS newsletter: Financial instruments.

IFRS Newsletter: The Bank Statement, Issue 22
Impact of IFRS 16 and more on the leverage ratio

The new leasing standard, IFRS 16, will bring many more transactions on lessees’ balance sheets from 1 January 2019.
Banks should start to address the impacts of the new standard now, particularly given its interaction with the two other
major, forthcoming standards, IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with Customers.

Banks and financial institutions will be affected both in their role as lessees and lessors. We look at some of the key
impacts of IFRS 16 for banks.

Also in this quarter’s newsletter: our benchmark on disclosure trends for the leverage ratio, a discussion on factors
affecting the exposure measure, which forms part of the leverage ratio calculation, and our usual updates on IFRS 9 and
the IASB'’s projects.

For more detail, read our [FRS Newsletter: The Bank Statement.

IFRS Newsletter: Insurance, Issue 55

The balloting process for the forthcoming insurance contracts standard has given rise to various sweep issues.

At its June meeting, the Board discussed considerations affecting measurement of, and adjustments to, the contractual
service margin, insurance finance income and expenses, and accounting for reinsurance contracts.

The Board is continuing its balloting process for the new standard and expects to discuss the effective date in the third
quarter of 2016. It expects to issue the final standard around the end of 2016.

Find out more in this month’s IFRS Newsletter: Insurance.
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Global boardroom insights — Building a great board

The continuing increase in global regulatory complexity and financial reporting expectations — much of it in response to
the last financial crisis — makes it more important than ever that boards comprise people with the ‘right” skills,
experience, diversity and mind-set.

As the role of executive boards continues to evolve, what are the key elements for success and what potential
challenges should boards address?

The latest edition of KPMG's Global Boardroom Insights: Building a great board shares the insight of some senior audit
committee chairs and business leaders on several areas to consider, as well as the importance of:

e arobust board evaluation process;
e formal succession planning; and
e diversity of skills/experience.

It should also help facilitate robust boardroom discussions about the challenges and opportunities affecting current and
future board composition.

Read our web article to find out more.

Other IFRS News

IASB webinar: IFRS 16 — Lessee measurement

| The IASB staff have recorded a web presentation discussing the measurement requirements for lessees in IFRS 16
Leases.

This is the fifth in a series of webcasts that the International Accounting Standards Board is providing to support the
implementation of IFRS 16.

In the webcast, the IASB staff discuss:

e measurement of lease liabilities
- lease term
- variable lease payments
- in-substance fixed lease payments
- discount rate

e measurement of right-of-use assets

The webinar (32:30 mins) is accessible here.

IASB webcast: IFRS 9 - Forward-looking information and multiple scenarios

Since the issue of IFRS 9 Financial Instruments in July 2014, the IFRS Transition Resource Group for Impairment of
Financial Instruments (ITG) has had a series of discussions to provide support for stakeholders implementing the new
impairment requirements.

One of the topics discussed by the ITG was incorporating forward-looking information in the application of the Expected
Credit Loss impairment requirements. In this webcast, IASB member Sue Lloyd, Technical Director Kumar Dasgupta and
Practice Fellow Uni Choi explore key aspects of the above topic.

The objective of this webcast is neither to provide new interpretation of the requirements of the Standard nor to override
or change any observations made in the ITG meetings. The following items are covered in the webcast:

e when multiple scenarios are relevant and the concept of non-linearity;
e consistency of scenarios;
e probability-weighted assessment of significant increase in credit risk; and

e approaches to incorporating forward-looking scenarios.

The webcast (34:22 mins) can be accessed here.


https://home.kpmg.com/xx/en/home/insights/2016/06/global-pulse-survey-building-a-great-board.html
http://www.ifrs.org/Current-Projects/IASB-Projects/leases-implementation/Pages/IFRS-16-Leases-Implementation.aspx
http://www.ifrs.org/Alerts/ProjectUpdate/Pages/Listen-to-our-webcast-on-IFRS-9-Forward-looking-information-and-multiple-scenarios.aspx

Public Benefit Entity News

XRB research report — Typical transactions in incorporated societies that are not registered charities

With the Incorporated Societies Act 1908 currently under review, it is proposed that incorporated societies will be
required to use generally accepted accounting practice (GAAP)/non-GAAP standards issued by the External Reporting
Board (XRB). In order to understand more about the current financial reporting of these entities, the XRB commissioned
Victoria University of Wellington to undertake research into the typical financial transactions undertaken by incorporated
societies that are not charities.

The research analysed the financial statements of 306 incorporated societies that are not registered charities, providing
insights into the frequency of various revenue, expenditure, assets and liabilities items, as well as examining how these
items contribute to the total revenue and expenditure of these societies.

Access the report summary and full report here.

NZASB Communigué 2016/20 - 8 July 2016

In July the XRB and Charities Services (Department of Internal Affairs) hosted a webinar designed for accountants of
small charities adopting Tier 3 and Tier 4 standards. The webinar covered:

e How the not-for-profit standards fit into the overall financial reporting framework in New Zealand;
e Differences between the current and former financial reporting requirements;

e Some detailed aspects of the Tier 3 and Tier 4 standards; and

e New assurance requirements for charities.

Charities Services has so far received more than 500 financial reports. Learn from the regulators about some common
misunderstandings to make sure you can provide compliant financial reports.

A recording of the webinar is now available on the XRB website here. The session is approximately 90 minutes long.

Other

Financial markets updates

FMCA licensing hits the home straight

The deadline is looming for fund managers to get licensed under the Financial Markets Conduct Act (FMCA) and the
Financial Markets Authority is putting out the final call to those that want to stay in the game.

Under the FMCA, fund managers, discretionary investment management service providers and derivatives issuers must
meet new governance and capability standards before 1 December 2016.

Most firms have now completed licensing but those firms who have not yet put in applications must get their
applications in by 30 August. The licensing process can take up to 12 weeks so the sooner businesses start talking to
the FMA'’s licensing team, the sooner they can iron out any challenges the application may bring.

More information is available on the FMA website here.

MBIE consultation on FMA funding

MBIE has released a consultation paper which includes different funding options for the FMA and a discussion on
proposed changes to the XRB levy and Companies Office fees.

Consumers, industry groups, financial market participants and businesses that have an interest in the FMA are
encouraged to submit their views on the proposed changes.

Submissions on the consultation paper close on 22 August 2016.

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
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