PRESENTER

Denham Shale, Barrister and Solicitor, Auckland

Denham Shale practices on his own account in Auckland and has been a director of
listed companies for over 20 years. He is currently Chairman on The Farmers Trading
Company Limited Group, a director of listed companies Oceana Gold Limited, Turners
Auctions Limited and Eastern Hi Fi Group Limited and unlisted Munich Holdings of
Australasia Pty Limited and several other companies. Denham is also an Accredited
Fellow of the Institute of Directors of New Zealand. He serves on a number of audit
committees and has had to deal with IFRS in action as a result of his three major
Australian-related directorships.

Michele Embling, PricewaterhouseCoopers, Auckland

Michele is a partner in the International Financial Reporting Standards conversion
practice of PricewaterhouseCoopers assisting clients with IFRS conversion and training
clients on IFRS issues. She also coordinates the firm’s internal and external training
courses and is a frequent speaker at seminars on financial reporting issues.

Michele is a member of the New Zealand Institute of Chartered Accountants’
(NZICA’s) working group advising on public sector financial reporting issues.
Previously, she was a member of NZICA’s conversion and tax working groups charged
with responsibility for converging NZ financial reporting standards with IFRS.

David Blakey, Bank of New Zealand, Auckland

David heads the team at Bank of New Zealand responsible for the credit approval
process across all its key operating divisions. He also sits on National Australia Bank’s
Transactional Credit Committee, which considers submissions for the Group’s largest
exposures from across its global network. His previous experience has been in corporate
and business banking roles in NZ and the UK. David is a Fellow of the Financial
Services Institute of Australasia.

The statements and conclusions contained in this booklet are those of the author(s) only and not those of the
New Zealand Law Society. This booklet has been prepared for the purpose of a Continuing Legal Education
course. It is not intended to be a comprehensive statement of the law or practice, and should not be relied
upon as such. If advice on the law is required, it should be sought on a formal, professional basis.



CONTENTS

1. INTRODUCTION ..uuiiviiiuinsnissesssnssasssesssnsssssssssssssassssssasssssssssssssssssssssasssssssssssssssssssssass 1
Background ..........oooiiiiiiie e et e e e e erae e 1
Why not just adopt IFRS? ...c..oiiiiii et 2
Which entities need to apply NZ IFRS?.....coooiiiiiiiieeeeee e 3
When do entities need to apply NZ IFRS?......cooviiiiiiiiiiieeeeeee e 5

2. IMPACTS ON AUSTRALIAN AND NZ COMPANIES AND PUBLIC

SECTOR .7
Examples NZ companies, Australian COmMpPanies ..........cceeeeveeeruveeerveeeseeessreesseveessnveenns 7
CONCIUSIONS ...veeiviieeiiiee ettt e ettt e eiee e et e e etteeestteeessseeessbaeesseaessaeassseessseeesssaeesssseesssesensseeanns 7

3. TOP 10 DIFFERENCES.........cooinnininrurnrensnissanssessanssessnsssssssssssssssssssssssssssssssassssssassss 9
Impacts of NZ TFRS adOption .......cccuieeiiieiiiieiciieeeiee ettt e e e 9
Lo GOOAWIIL..ceieiiieceeeeeee et et e e e et e e aae e e taeeesaeesnaeeeaseeeenns 9

WRQL.......oooeeeeeeee ettt ettt et ettt ettt ab e e bt e e nbeentaesnteebeennes 9
WRY .ottt st a ettt et et aeenees 10
) (72 2 T SRS 10
DIFECIOT S VI@W ..ttt e eette e e et e e e et e e s eataee e e snsbeaeeenssaeeennnsees 10
BANKET 'S VIEW ...ttt ettt 10
2. DETITEA tAX ...ttt ettt ettt ettt sh et et saeeaeenees 11
WHQL ..ottt sttt ettt ettt ettt ettt enbeeneenaeentas 11
WRY .ottt sttt ettt 11
TIIDACE ..ottt 11
DIFECIOT’S VIEW ..ottt ettt e st e et e et e e e tae e s saeeensaeesaneeennnes 11
BANKCE S VIEW ...ttt ettt e et e e e nnrae s 12
3. TMPAITTIIENIE ..eniiiiiiiiie ettt et et e e st e et e e b e e beesabeesbeeenseeseesnbeans 12
WRQL.......ocooeiieeieeee ettt ettt ettt et e ettt e e b e e e et e e eab e e bt e e abeebeeeateen 12
WRY .t e et h ettt et a ettt et enaeentes 12
) (722 Tt USRS 13
DIFECIOT 'S VICW ..ttt e e e tte e e e e e e et e e s eatae e e esnsbeaeeensseaeennnsees 13
BANKET 'S VIEW ..ottt ettt 13
4. Financial assets and lHabilities .........cccecvieriieiiieiiiiiiecieceece e 13
WHQL ..ottt ettt ettt ettt ettt ettt enteenteaeeneas 13
WRY .ottt ettt ettt 14
TIIDACE ...ttt s 14
DIFECIOT’S VIOW ..ttt ettt ee et e e et e e e taeeesaeeensaeesaneeenanes 15
BANKCE S VIEW ..ottt et e s 15
S ACQUISTEIONS ...ttt ettt ettt ettt et et e et esat e e beeeaeeenbeesateenbeasnseenseesnseens 15
WRQL......cocoieeieeieeee ettt ettt ettt et et et e et e e e bt e eabe e bt e e naeeteenateen 15
WRY .ottt ettt a et et et e b enees 16
TIUPDACE ..ottt e e e e et e e et e e e et e e e e nanees 16
DIFECIOT S VI@W ..ttt e e ettt e e e e e e e et e e s eataeeeesnsbeaeeensseeeennnses 17
BANKET 'S VIEW ..ottt ettt et et 17
6. Employee compensation including share options ...........ccceeeeeeeiienieeiieenieeiieennenns 17
WHQL ..ottt ettt ettt ettt ettt ettt enteeneenaeentas 17
WRY .ot sttt sttt ettt 18



DEFECEOT S VICW .coivvveeeeeeeeeee ettt ettt ee e e e e e e et e rrae e e e e e e eresaarraneeas 18

BANKCE 'S VIEW ...ttt et et e s 18

7. Forward exchange contracts and other derivatives ...........ccceeecuveeeiiiieeciieenieeeiees 19
WWRQE .ottt ettt e et e ettt e et e e e e e ab e e eraeeetaaeenraeenanes 19
IRY oottt ettt ettt ettt e ab e e be e e nb e e bt e at e e bt e enbeeseeeaaeans 19
TIDACE ..ottt e et e et e et e e et e e e tte e e aaeeenaeees 19
DIIFECION 'S VIOW ..ottt e et e e e ate e e st ee s eneteeeesnsaeeeennnsees 20
BANKCE 'S VIEW ...ttt et et s 20

8. REVENUE IECOZNITION ... .eeutiiiiiieiieeiieeiie et eiee ettt e ete et e st e ebeeseteebeesereensaessseenseennne 20
WRQE oottt ettt et et eaees 20
WRY ettt ettt ettt et n et e nt e teenteeneenneentas 20
TIIPDACE ...ttt sttt et s 20
DIFECIOT S VIEW ..ttt ettt ettt et e et e et e st e sabeeesasee s 21
BANKCE 'S VIEW ...ttt et e n 21

9. Profit @nd 10SS ...cc.ueeiiieiiee e e 21
WWRAE .ottt ettt et et e et a e et e e e abaeeareeetaeeenraeenanes 21
WRY oottt ettt ettt ettt et e eab e e be e e e et e e eabe e bt e enbeeseeenaeans 21

) L) 7 Tl USSP 21
DIIFECION 'S VICW ..ottt e et e e e e ate e e et a e e s eneteeeesnseeaeennnsees 22
BANKCE 'S VIEW ...ttt et et s 22
10. Balance ShEet........ocueiiiriiiiiiiieieieeee et 22
WRQE ..ottt et ettt et et aeenees 22
WRY ettt ettt ettt nt ettt e nt e teenteeneeeneennas 22
TIIPDACE ..ottt et et ettt s 22
DIFOCIOT S VIEW ..ttt ettt ettt et e et e et e st e e sabaeesaaee s 22
BANKCE 'S VIEW ...ttt et et s 22
DISCIOSUTIES ...ttt ettt ettt ettt et e it e e bt e esbeeneeas 23
WWRAE .ottt ettt e et e et e et e et e et a e e ab e e etaeeetaeeenraeenanes 23
WRY oottt ettt ettt et et ettt e e be e e nb e et e e e ate e bt e e nbeeseeenaeans 23
TIIDACE ...ttt ettt e st et e et e e et e et e e enaaeennaeees 23
DIIFECION 'S VIOW ..ottt et e et e e et e e e et e e s ensteeeesnseeeeennnsees 23
BANKCE 'S VIEW ...ttt et et s 23

. OBSERVATION ON CHANGES......cioniiniinsrinniinsninsinsssisssssssssssssssssssssssssssssssssss 25
Day t0 day TEPOTTING...cccuveeieiieeeiieeeieeeeieeertee et e et eeste e et eeetaeeetaeesssaeesssneesnseeessseeas 25
The way the BUSINESS OPEIALES .....c..eeiiiiiiiiiiiieiie ettt 25
Wil it be MOTe tranSPareNt? .........cccveeiuieriieiieeie ettt ettt et e saee e e seaeeneeas 25
What Will Chan@e?........c.coecuiiiiieiiecie ettt ebeessbeeneees 25
. HOW THE ADOPTION PROCESS WORKS........cccoviirinnreissaissesssassssssssasssssssses 27
THMINE ettt ettt et e et e e st e e bt e sabeenbeessbeensaesabaenseesssesnseennseens 27
CONVETSION PIOJECL ..vveeuviieeiiieeeiieeeitteeeitteesitteesteeesseeeasseeessseeensseeansseeassseesssseesssseessseeenns 27
RESOUICING......eieiieiieeiieece ettt e et e et e e et e e st e e s baeessseeessseeensseeesseens 28
e WAY FORWARD ....couiiiitiiinninaisensisssissesssesssissssssssssssssssssssssssssssssssssssssasssssssssses 29
Where to get information on IMPACES ........ccueeeriieeiiiieeiiee et 29
(€2 T T USRS 29
YOUur OrganiSQtion................ccccoovviiiiiiiiiiiiiiie e 29
YOUF CLIENES ..ottt et ettt e e e saseeseas 29

YOUF THVESTICIILS ..coeeoeeeeeeeeeeeee et e e e e e et e e e e e e e e e eeearaaeeseeeeeeaennnas 29



What lawyers should advise their clients to do.......
How to approach banks...........ccceceeeiiiniieniienieennn,

GLOSSARY ..cueiirninnnnncnnensnesnnssnssssssaessssssessaesssssns

APPENDIX - POWERPOINT PRESENTATION






