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This Standard is a disallowable instnrment for the pu4)oses ofthe Legislation Act 2012, and pursuaflt to
section 27( l) ofthe Finarcial Reporting Act 2013 takes effect on ? January 2016.

Reporting entities that are subject to this Standard are required to apply the Standard in accordance with the
effective date set out in Part D of this Standa(d.

In finalising this Standard, the Extemal Reporthg Board has canied out appropriate consultation in
accoldarce with sectior 22(1) of the Finatrcial Reporting Act 2013.

This StaDdard has been issued to reflect the requirements of the Accounting Star ards Framework as it
applies to the entities that are required (or opt under an enactrnent) to prepare general purpose financial
reports in the for-proht and public benefit entities sectors.

This Standard, when effective, will sr-rpersed e XP*B A1 Accounting Slandards Ftamework (For-profit
Ehtitie, pllts Public Sector Public Berreft Entities plus Not-for proJit Efitilies minus Fot-profit Tier 3 and

Tier 4 Update) (XRB A1 (FP Entities + PS PBES + NFPS FP Tier 3 and Tier 4 Update)) for reporting

periods beginning on or after I January 2016, with eaxly application peimitted for repofiing periods

beginning on or after I April 2015.
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A. INTRODUCTION

objective

I 'l'hc objcctives ofthis Standard are to establishr

(a) thc accounting standrrds tiame\r'ork lor those entities that havc a statutory obligation, or that
opl urlder-an cnact ent! to plepare fiianoial statemcnts or financial repor-ts that conlply \rj!h
generallv accepted accounting practicc (GAAP) or non-G,A.AP standards that arc issued by rhc
[.xlernal Reporting Board (XRB), hereafter rel'ered to as general p[rpose finallcial reports
(GPIR);

(b) whal oornpriscs "GAAP" and what comprises a "non-GAAP standard" issued by the XIIB;

(c) lhe tiers offlnancial reporling for all entiiies that havc a slatulorv obligatioD. or that opt under
an cnacllnenl. to prepare GPIrR;

(d) lhe c teria fbr each ticl of llnancial repofting;

(") thc accounting stalldards and authoritalive notices that are applicablc to cach tier oflLnancial
reporting; and

(1) the rcquilements for an entity to move lronr on. ller ol financial repoling to alother tier of
tiDarlcial reporting.

Scope

An cntity shall appl.v this Standard \\,lrcn it prepares, ot when it opts under an enactment to prepare,
CPFR in accordancc with accounring standards issued bythe XRB.

An entiN dlal has a statutor) requirclncnt to pr-epare, or opts under an enactmert to prepare, a GPFR
shall:

(a) determine:

(i) whether it is a fbr-profit entity or a public bcncfir cntity (PBE) in accordance lvith the
definilions in lhis Standarrl and the intcgral guidancc in Appcndir A; and

(i, if it is a PBE, detennine whether it is a public sector l'B-E or a not-for-profit PBE; and

(b) if it is a for profit cntity. report in accorda[ce with Tier L lor-profit Accounring Reqllireilents
specifled in this Standard unless:

(i) the entily fieets d1e criteria to reporl ill accordance with Ticr 2 For profit Accounting
Requir'ementsi and

(i0 thc cntity clccts to report in accordance lvith lier 2 }-or-profit Accounting
Requirements; and

(") if it is a PBE. .eport in accordance with Tier 1 PBE ,,\ccountirg l{equirements speciljed in this
Standard unless:

(i) the entity meels the criteria to report in accordancc with Ticr'2 PBE Accounting
Requirements or Tier 3 PBE ,^.ccounting Requirements or Tier ,1 IBE Accountrng
Rcquilcrncnts; and

Generally accepted accou nting practice

The financial stateme[ts of various reportlng entities al'e lequired by legislation to comply rvith
"gel]erally acccpted accounting plactice" (GAAP). GAAP oonrprises:

(a) accounti[g standards issucd by thc XRB, oI its srh-Board the Neu, Zea]and Accounting
Standards Board (NZASB), pursuantto section l2(a) olthe Flra cial Reporling Act 2013; and

O) authofltative notices issued by the XRB or rhe NZ,^SB, pursuatt to secrion 12(c) of the
Firrancial Reporting Act 2011.
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Non-GAAP standa rd

5 Ccrtain ellactments perrlit an cntity that does not rneet the sizc thleshold to be a "speci{ied not-for
profit entity"r io prepare its fi[ancia] stateDenls in accordalce with a "non-GAAP standard". A "non_

GAAP standald" is a standard issued by the XRB or NZASB pulsuant to section 12(a) of the Financial
Rcpofiing Act 2013 that is stated to be a non-GAAP standard- Only the Tier 4 PBE Accounting
Requirements compise non-GAAP standards.

Definitions

Thc lollo\11119 tenris are used in this Staldard wiih the meanlngs specii'icd:

Accouotinsstandxrd(lorthcpuryosesofthisStandard)hasrhcsancneaniogas't-lnanoial reponing
standard" and includes an "applicable financial repotljng standard" as dcl_tned il1 the Ftnanoial
Repofiins Act 20i3.

,/ lor proll en'rlre.!rereJorrrger itic. hat dre nor Dublrc beoelrl errlrt.e(

For-pla!! Blbliqlqllql S are lbr-protit elltities thai are public eDtities as deflned in the Pub]ic
Audii Act 200i.

General purpose f!]ancial rcports (GPFR) are hnancial reporls lhat aro intended 10 mcct thc nccds of
uscrs who are not in a position lo require an cntity to prepare repofts lailored to their particular
'rfnrn.ar nr nccd.. /I . 

t

Not-fbr-prolit public benetit ettities (NFI' PBIs) are PBEs that arc not pubhc sect6r PBEs.

Public accourtallilitv, for thc purposes ofthe Tier I criteria, has lhe eanirlg set out in pamgraphs 7 to
13.

- Public benefit entities (PBES) are reporting eltitics whose primary objective is to provide goods or
lrl s",ri"es lor community or social benehl and rvhere any equity lras bccn provided with a view to

suppofiing that pdmary objective rathel than for a financial retum to equity holders.

Public scctor oublic benefit entities (public sector PBI-S) are PBEs that are public entities as detined i11

the Public Audir,{ct 2001. and all Offices ofParliaDeni.

Repo inq period 1s the period covered by an entit],'s gerleral pueose finaicial reporl (wliich could be

an annual or interim repofting period).

'ilier 1 For-pelft t\q!!!4!i!gRqqq!&!uqq!! are the requiremenls in the accoullli g standards (refened
lo as NZ IFRS), and fie authoritative notices, as listed in Appendix B.

Tier I lor-proilt cnrity is a for-profit entity that applies Tier I F'or-profjt Accounling Requremeils.

Ticr I PBE Accountirlg Requir'emenls are the requirernents in the accounting standards (r'cfcrrcd to as

PBE Stardards), aDd the authoritative notices, as Listed in Appcndix C.

Tier I PBE is a PBE that applies'lier' I PBE Accou[ting Requirements.

Tier 2 lor-prollt Accountins Requ,!Iq!]t!!!! are the rcquir-ements in the accounting stalldards witll
reduced disclosues (relered to as NZ IFRS RDR) and ihc authoritative notices, as listcd in
Appendix B.

'lier 2 For-profit elllilv is a lbr-profii enlity ihai applies lier'2 For profit Accounting Reqrircmcnts.

Tier 2 PBE ,\ccountinq Requireprelts ale the requirernents in the accoundng starrdards wiLh reduced
disclosures (refened io es PBII Standards RDR) and the authoritative notices. as listed in Appendix C.

Tier 2 PBE is a PBIr that applies Tier 2 PIIE Accouotjng Rcquircrrcnts.

+6 olthe FinanLrial Reponnrg Acrr.013 pro\ es dr.1t ar cnnr),Lr a "sp.crlicd oI 1brprolircnnr_!"rllrncachoathe
rgxro arcountlirg periodr. its tohL operating pa)rrnerrs nre $115,000 or ror. St,rnaard XRB .\l.tldn,A,/

.llatulo1r Si.e fh1.i1.lLl\ sets out tlre nr.aning for tlre size threshold of a ' speciied ror-tor prolil enlu]"

('Ea
OrEt *,c'
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Tier 4 PBE Accountine ReqqitAEEltS are the accouniing standards (refered to as PBE Simple Format
Reponing Cash) as listed in Appendix E.

Ticr 4 PBE is a PIJI-I that applies Ticr 4 PBE Acco nting Rcquirenlents.

Public Accountability

7 For the purpose ofapplying the Tier 1 criteria, an entity has public accountability if:

(r) it meets the IASB definition ofpublic accormtability as specified in paragraph 8 (subject to
paragraph l0); or

(b) it is deemed to have public accountability in New Zealand in accordance with paragraph 9.

8 In accordance with the IASB definition, aD entity has public accountability if:

(a) its debt or equity instruments are traded in a public market or it is in the process ofissuing such
instruments for tmding in a public nurket (a domestic or foreigtr stock exchange or an over-the-
countel market, iIlcluding local and regional markets); or

(b) it holds asscts in a fiduciary capacity lor a broad group of outsiders as one of its primary
businesses (most barks, credit unions, insurance companies, securities brokerydealers, muh.ral
funds and investment banks would meet this second c terion).

9 An entity is deemed to have public accountability in New Zcaland if:

(a) it is an FMC reporting entity or a class of FMC reponing entities that is considered 1o have a
"higher level of public accountabilitJ/' than other FMC reporting eotities rmder section 46lK of
the Financial Markets Conduct Act 20132; or

(b) it is aa FMC reporting entity or a class of FMC reponing entities that is considered to have a

"higher level of public accountability" by a notice issued by the Finarcial Markets Autho ty
(FMA) under section 46lL(t)(a) ofthe Financial Markets Conduct Act 2013.

10 Notwithstanding paragraph 8(b), an FMC reportitrg entity is not considered to have public
accountability unless it is considered to have a "higher level ofpublic accountability" than other FMC
reporting entities in accordance with paragraph 9(a) or 9(b).

l1 Some entities may hold assets in a fiduciary capacity for a broad group ofoutsiders because they hold
and manage flmancial resources entrusted to then by clients, customers or membeB not involved in the
management of the entity. However, if they do so for reasons incidental to a primary business, that
does not mear that they have public accoultability. For exanple:

(a) this ntay be the case for Eavel or rcal estate agents, schools, charitable orgal sations, co-
operative enterpises requiring a nominal membership deposit and seller that receive palanenl
in advance ofdelivery ofthe goods or services such as utiliiy companies;

(b) in the public sector, a govemment deparlment whose primary busincss is the provision ofstate
housing to tenaflts does not have public accountabiliry if it also nunages trust noney (rental
bonds) on behalfofthose tenants as an incidental activity to its primary business; and

(c) iu the flot-for-profit sector, a not-for-profit entity that p(ovides a wide raage ofwelfare services
to beneficiaries as its primary activity does not bave public accountability merely because it
holds welfare benefits on behalfof some of those beneficiaries to assist them with budgeting.
While the entity is holding assets in a "fiduciary capacity for a broad group of outsiders" it is

not holding them "as one of its primary businesses". This is because providing the budgeting
services is an jncidental activity to its primary activity ofprovidiug a range ofwelfare ser.rices
to beneficiarics.

12 Trustees ofa trus! are re uired to act in a fiduciary capacity for the bencfit ofthe bcneficiaries ofrhat
trust or in achieving the objects of the trust. However, this does rot necessarily mean that the trust has
public accountability as defrned in paragaph 8(b). For cxample, a trust would not have public
accountabilily when the finarcial resources or other resources hcld ard managed by thc tmst are not
the resources of specified individual benehciaries, in the matuler that the financial resources of the

I The tqms "FMC r€polting entity" and an FMC reporting entity with a "higher level ofpublic accountability" are scl out irl
the Finarcial Markets Conduct Act 2011. U,rder the Financial Markets CoMuct Act 2013, cenain FMC repodns mtities are
considered to have a "highe.level of public accountability" for financial reporting purposes. ftese include issuels of€quiry
securities or debt securiti€s ullder a resulated offer; managefs ofregistered schemes (in respect offnancial $atenents of a

scheme or fund); tisted issuers; register€d banks; licensed insurers; credil unions and building societies. In addition, tle FMA
may, by notice, specily rhat an entity (or a group of entities) is considered !o IEve a "higher level ofpublic accountability" or
nol to hove a "higher level of public accountability" than odrer FMC repoting entities.
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entities lisred in paragraph 8(b) are the resources oftle individual clielts, customers and members of
those entities.

Whcrc the entity is a group in New Zealand, and the parent/conlrolliDg entity ofthc group has public
accouotability, the group is deemed to have public accountability. A group is not considered to have
public accountability solely by reason of a subsidiary/contolled entity having public accountability.

FOR.PROFIT ENTITIESB.

TIER STRUCTURE

14 The tier structure for for-profit entities consists of two tiers.

I 5 A for-profit entity shall repon in accordance with Tier I For-profit Accounting Requiremenh if it meets
the Tier I criteria.

16 A for-profix e[tity that does not meet the Tier I criteria may elect to report in accordalce with Tier 2
For-profi t Accounting Requircments.

Tier 1 Criteria

l'/ Subject to the requirements on movir1g between tiers (set out in paragaphs 24 to 30), a for-profit entity
shall repon in accordance with Tier I For-profit Accounting Requirements ifiti
(a) (i) has public accountability at any time during the reponing period; or

(ir) is a large for-profit public sector entitI or

(b) is eligible to repofi in accordance with the accounting requiemcnts of Tier 2 but does lrot elect
to repoft in accordance with that tier.

t8 For the purpose ofappllrg the Tier I size criteria, a for-profit public sector entity is large ifit has total
expenses over $30 million. Total expenses means the total expenses (including income tax expeose)
recognised in its profit or loss by an entity in accordance with Tier 1 For-profit Accounting
Requiremens, where profit or loss is defined as the total of income less expenses, excluding rhe
components of other comprehensive incone. Where income and expenses are offset as required or
permitted by a relevant accounting stardard, any net expense is included in total expenses. Where the
entity reporti[g is a group, total expenses is applied to the group comprisiDg the parent/contolling
entity and ai1 its subsidiaries/controlled ertities.

19 A for-profit eotity that opts under an enactnent to piepare GPFR in accordance with lier I For-profit
Accounting Requirements shall apply Tier I For-profit Accounting Requirements for the reporting
period in which it opts to apply the Tier I For-profit Accounting Requirements.

Tier 2 Criteria

20 Subject to the requirements on moving between tiels (set out in para$aphs 24 to 30), a for-prolit entity
n-Iay elect to repofi in accordance with Tier 2 For-profit Accounting Requirements if itl
(a) does not have public accountability; and

(b) is not a large for-profit public sector entity (as defined in paragraph l8).

21 A for'-profit entity that opts under an enactment to prepare GPFR in accordance with Tiel 2 Foi*profit
Accounting Requirernents shall apply Tier 2 For-profit Accounting Requirements for the reporting
period iu which it opts to apply the Tier 2 lo(-prcfit Accounling RequtemeDts.

ACCOUNTING STANDARDS

Tier 1

22 A for'-plofit entity applying Tier I For-prolit Aocounting Requiremehts shall apply all the requirements
in the accounting standards and authoritative notices listed in Appendix B excepi ibr any RDR
paragraphs.

8
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Tier 2

21 A for-profit entiq, applying Tier 2 For-profit Accouuting Requirements sllali apply the rcquirements in
the accoutrtirg standards and authoritative notices listed in Appendix B, but may elcct not to apply any
or all of the disclosure requirements denoted with an asterisk (*), Where a entity elects to apply a

disclosure concession it shall apply any RDR paragraphs associated with that concession.

MOVING BETWEEN TIERS

Moving into Tier 1

Tier 2 to Tier 1

24 Wherc an entity that had applied Tier 2 For-profit Accounting Requirements subsequently has prblic
accountability, it shall apply Tier l For-profit Accounting Requirements for the reporting period in
which it has public accountability.

25 Where a for-profit public sector entity subsequently becomes large, it may conrinue to apply Tier 2
For-profit Accounting Requirements for the atrnual reporting period in which it becomes large, and any
interim reporting periods during that annual leporting period. However, if the entity was already
appLying Tier 1 For-profit Accounting Requirements in the annual reporting pe od irnmediately
preceding the reporting peliod in which itbecomes large, it shall continue to apply tle Tier I For-profit
Accounting Requiremellts.

26 Where an entity that had applied Tier 2 For-profit Accounting Requirenetrts subsequently applies
Tier I For-profit Accounting Requirements, it shall apply NZ IFRS I Fitstlime Adoption of
Ne Zecrland Equivaletis to lntemational Financial Reporting Stahdards.

21 Wherc an entity that had applied Tier 2 For-profit Accounting Requjrements subsequently applies
Tier 1 For-profit Accounting Requiremenis, the entity's recognition and [reasuremeflt accounting
policies are not changed as a result. Tier 1 For-profit Accounting Requiements and Tier 2 For-profit
Accouflting Requirements have identical recognition and measurement requirements. Therefore
moving between these two for-profit tiers (whether voluntary or mandatory) does not trigger any
changes in the entity's recognition and measulement accountirg policies, other than as may be required
by NZ IFRS I or other Tier I For-proflt Accounting Requirements. Voluntary changes in accounting
policies shall be made only when such changes comply with the requirements ofNZ IAS 8 Accounting
Policies, Changes in Accouhting Estimdtes afid Enors.

Moving into Tier 2

Tier 1to Tier 2

28 Whcre an entity that had applied Tier I For-profit Accounting Requirements subsequently meets the
Tier 2 criteriabecause it no longerhas public accountability, it nlust contimre to apply Tier I For-profit
Accounting Requhements for the repotjng period during which it ceased lo have public accouniability.
It may apply Tier 2 For-profit Accounting Requiremenls for the repofiing period after it ceases to have
public accountability.

29 Where an entity that had applied Tier I For-profit Accounting Requiremcnts subsequently meets the
Tier 2 size criteria because it is no longer large, it may elect to apply Tier 2 For-profit Accounthg
Requirements for the reporting pedod in which it meets the Tier 2 size criteria.

30 Where an entity that had applied Tier 1 For.profit Accounting Requirements subsequently applies
Tier2 For-profit Accounting Requirements, the entiry's recognition and measurcment accounting
policies are not changed as a result. Tier I For-profit Accounting Requireme ts and Tier 2 For-profit
Accounting Requircmcnts have identical recognition atrd rDeasurement requirements. Therefote,
moving between these two for-profit tiers does not trigger any changes in the etrtity's recognition and
measurement accounting policies, other than as may be required by Tier 2 For-profit Accounting
Requirements. Voluntary changes in accounting poiicies shall be made only when such changes
conply with the requirements ofNZ IAS 8.

9
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c. PUBLIC BENEFIT ENTITIES

TIER STRUCTURE

31 Tle tie! slructue for PBE5 consists of four liers.

32 A PBE shall ropot in accordance with Tjer 1 PBE Accounting Requirements if it meets the Tier I
cdteria.

33 A PBE that meets the Tier 2 criteda may elect to repoft irl accordance with Tier 2 PBE Accounting
Requirements.

34 A PBE that meets the Tier 3 criteria may elcct to rcport in accordance with Tier 3 PBE Accounting
Requiremenls.

35 A PBE that meets the Tiel 4 criteria may elect to repoft in accordance with Tier 4 PBE Accounting
Requirements.

36 If an e[tity is eligible to report in accordance with more dran one tier, the entity may elect to report
under any ofthose tiers.

Tier l Criteria

37 Subject to the requirernellts on moving between tiers (set out inpardgraph.4'7 to'72), aPBE shall report
in acco(dance with Tier I PBE AccouDting Requiremelts ifit:
(a) (D has public accountabilityr at any time during the reporting period; or

(ii) is large; or

(b) is eligible to report in accordance with thc accounting requirements ofanother tier but does not
elect to report in accordance with that other tier.

For the purpose of appLying the Tier 1 size criteria, a PBE is large if it has total expenses over
$30 million. Total expenses means the total expenses (including losses and glant expenses), recognised
in its surplus or deficit by an entiry in accodance rvith Tier I PBE Accounting Requiremeots, where
surplus or deficit is defined as the total of revenue less e{penses, excluding the components of other
comprehensive revenue and expense. Where revenue and expense are offset as rcquired or pemitted
by a relevant accounting standard, any ne1 expense is included irl total expenses. Where the entity
reporting is a group, total expeNes is that of the group comprising the controlling entity and all its
controlled entities.

Tier 2 Criteria

39 Subject to the requirements on moving between tiers (set out in paragraphs 47 to 72), a PBE may elect
to report in accordarlce with Tier 2 PBE Accounti[g Requirements ifit:
(a) does rot have public accountability; and

(b) is not large (as defined in paragraph 38).

Tier 3 Criteria

Subject to the requirements on moving between tiers (set out in paragrapl$ 47 to 72), aPBE may elect
to repod in accordance with Tier 3 PBE Accountilg Requirements ilit:
(u) does not have public accountability; and

(b) has total expenses less than or equal to 52 millioll.

For the purpose of applying thc Tier 3 size criteria, total expenses means total expenses (including
losses and grant expenses) recognised in accordance with Tier 3 PBE Accounting Requirements in the
Stalenrent of Financial Performalce. Where revenue and expense are offset as required 01 permitted,

38

.10

4t

The tenn "public accouDtability rs used here with the meauiug specifled in this documeni. It is different 6!m the manler in
which it was used prior to 20 L I in the Accounting Standards Framework. This meaning is also different ftom rhe way in wh ich
'publicly accountabl€" is Dormally used in the public sector a llorfor-profit sector. While €ntities in the public sector and
not for-prolir sector are genemlly considered to be "publicly accountable", it does not mean that all entities in rhose sectors
have "public accountability ' (and are therefore in Tier 1). The definitioD of'lublic accountability" has a panicular iechnical
mea.ing and is narower tllan the generic rerm "publicly accountable" as it is commonly used.
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any net expense is included in total expenses. Where the entity reporting is a $oup, rotal expenses is
that ofthe group comprising the controtling entity and all its controlled entities.

Tier 4 Criteria

42 Subject to the requiemelts on moving between tiels (set out in paragrdplls 47 to 72), aPBE may elect
to report in accordance with Tier 4 PBE Accounting Requirements ifit is permitted by an Act to report
in accordatrce with oon-GAAP standards (i.e., the cash basis of accounting) because it does not have
public accountability and does trot meet dle legislative size threshold to be a "specified not-for-profit
entity''4.

42A For the purpose of applying the legislative size threshold, wherc an entity has cofltolled entities5, total
operating pa,'ments meaJN the combined opemtirg palments of the entity and all its conholled
entities6. An entity may elect to report in accordance with Tier 4 PBE Accounting Requirements where
the combined total operating pa)rrnents of the entity ard all its controlled ertities do not exceed the
legislative size threshold. Where the combined total operating pa),metrts exceed the legislative size
threshold, the entity shall apply the criteria for other tiers to detennine the appropriate tier for reporting.

ACCOUNTING STANDARDS

Tier 1

43 A PBE applying Tier I PBE Accounting Requirements shall apply all the requiretuerts in the
accourting standards and authoritative notices listed in Appendix C except for any RDR paragraphs.

Tiet 2

44 A PBE applying Tier 2 PBE Accounting Requirements shall apply the requirements in the accounting
standards ard autho tative notices listed in Appendix C, but may elect not to apply any or all of the
disclosue requirements denoted with an asterisk (*). Where an entity elects to apply a dlsclosure
concession it shall apply any RDR paragraphs associated with that concessiotr.

Tier 3

45 A PBE applying Tier 3 PBE Accounting Requirements shall apply the Tier 3 PBE Accounting
Requirements to be applied by public sector public benefit entities or the Tier 3 PBE Accounting
Requirements to be applied by not-for-profit public berefit entities, as rclevant, as listed in
Appendix D.

Tier 4

46 A PBE applying Tier 4 PBE Accounting Requirements shall apply the Tier 4 PBE Accor.rnting
Requiremenls to be applied by public sector public benefit entities or the Tier 4 PBE Accounting
Requirements to be app)ied by not-for-profit public benefitentities, as lolevant, as listed ir Appendix E.

MOVING BETWEEN TIERS

Moving into Tier 1

Tier 2 to Tier I
4'7 Wlere an entity that had applied Tier 2 PBE Accoulrting Requirements subsequently has public

accountabilily, it shall apply Tier 1 PBE Accounting Requirements for the reporting period in which it
has public accountabil ity.

48 Where an entity subsequently becomes large, it may continue reporting ulder Tier 2 PBE Accounting
Requirements for the armual reporting period in which itbecomes large, and any interim repofling

Staud6rd XRB A2 Mednihg of Specirted Statutoty Thre,rlotl:r sets out the meaninS fbr the size ttuesho]d of a "specified not
for-profi! entiv'. Slandard xRB A2 can be accessed on: hftp://www.xrb.qo\a.n/accountinq-slandardsfor-profir-entilies/xrb-g
An entity determines whether it conlrols another ennry in accordance with GAAP.
The combined operating paynents ofthe entity and all i6 controlled entities excludcs any palmenls between th€ cntity and
thc conlrolled entities and/or b€tween the controlled entities.
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perrods B ithin that annual reporting period. Howe\ er, if the entity was alreed.v applling I ier 1 PBE
Accoundng Requirements in thc a.nual repor-ting pedod ilnmediatcly pleceding ihe repoftjng lcriod
ln which it llecomes large, it shall continue to apply the Tier I PB!- Accornting Requirements.

'19 Where en entiir that had applicd Tiei 2 PBI- Accounting Rcquircmcnts subsequentl) applics TieI I

PBE r\ccounting Rcquirements, the entity's recognition aud measuremerlt accounting policies are not
changed as e resull. l'ier I PtsE Accounting Requirements and Tier 2 PBE Accounting l{equiremcnts
have identicdl r'ecognition and lncasurenent Iequiremcnts. Thcrelore, 1110\,ing beru,een thcsc nvo PBE
tiers (whethcr voluniarv ol nlandakn_v) does not trigger any changes in thc cntity's recolanirion and
rreasulement accolrntiug policjcs, olher than as ma! be rcquircd Lry fier I PBE Accounting
Itequiremeuts. Volu tary changes in accounting policies shail be tnade on11, when sucjl changcs
comply with the requiremenrs of PBIPSAS3 Accotulti g Polit:ies, Changes in,4ctoLr ting E\timltes
anl Er]'ol's.

Tier 3 to Tier 1

50 Whcrc an entit,v diat had applied Ticr'l PBE Accounting Rcquirernelrls subsequenrly has pulrlic
accountalrility, it shall apply Ticr 1 PBfi AccouDting Requirenenls lor lhe repofiirg pcriod in rvhich it
has public eccountabiliry

5 i Where an eDtity thal had applied Iier 3 PBE Accouniing Requirements no lonscr rreers lhe Tier 3 slze
criteria but neets the Tier I sizc criterie. it may conrinue to Icpofi in accordance rvirh Tier 3 PBE
AccoUnting Requiremcnts tbr the annual reporting period in wliich it lails to nleet the Tier 3 size criteria
and the lbllorving a[m]al repofiing pcriod. and any irlterilr rcporrilg periods witllin those aDnual
reponirlg pcliods.

52 Whcr. an enlji) that had applied Tier I PUta Acoountiirg Rcquir.Dtenls subsequently applies Iier I
PBE Accounting RcqrLirerrenrs, it shall apply PBE fRS 11 F:|.st tinle .ld.)pti.r1 of PI|E Strodd|ds hr
E tities Other Than Thak Prctlousll Appltit1g NZ IFRS.

Tier 4 to Tier 1

53 Where an entity that had applied fier ,1 PBE Accounting llequiremerlts subscquently has public
accountabilil!, it shall apply Tier I PBE Accounring Requirements for thc rcponirg period in $,.hich ir
has public accoLutabilit),.

5.1 Where an entii), lhal had applicd Ticr,1 PBII Accounting Rcquircmcnrs subsequently l1o longer rneets
the Iier 4 cdtcria bul mecls the Tier I size c1itdia, ri nlay oontinue to report i accordaDce wiih Ticr.1
PBE Accouoting Requitenents lor the annua] repo ing period in q,hich it i'ails to Dreet thc Trcr 4
criteria and the following aDnual reporting period. and any interim rcpoltiog periods withi those
annual repofting periods.

55 \\here 4n entit-\r that had ap|licd Tier.1 PBE Accormting Requirements subsequertlv applies Tier I I,BE
Accounting Rcquirements, ir shallapply PBE I]RS 47.

Moving into Tier 2

Tier 1to Tier 2

56 Whcre an erltity thal had applied Ticr I PBE,{ccounling Rccluirerrenrs sLrbsecluenlly mccts the Tier 2
c teria because it no lo ecr has public aocountability. it urust coDtirlue to al)pl]'Ticr I PIIL Aocoulting
Rcqurrcments for. the rep.ming peliod duritg which it ceascd ro ha\.e public eccountability. h may
apply f ier 2 PBE Accounting Re.luirements tbl the reporljng period after it ccases to have puhlic
accoutltability.

57 Where an crltitv lhaL had applied Tier I PBE Ascountillg Rr:qurrcrncils strbsequentlv ntccts rhe I ier 2
size criteria bccarLsc it is no longer large. it rna!, elect to appl1 Ticr 2 Pllll Accounting Rcqlrirements
lor dre reporting period in which it meets the Tier 2 size critcria.

58 Where an cntiry thar had applied Tier 1 PBE Accounring l{equircrneots subsequently applies fier 2
PBE Accomtiig Requirenlents. the eotit],'s tecognition and measurenent cccounting policies ate not
changed as a result. Tier 1 PBE Accountirlg Requirenents and Iicr 2 PBI Accounting RequileDents
have identical rccoglition irlld rreasuretrcrlt requirements. Thcrctbre, lnoving bet\\.ccn these hvo pBE
tiers does Dol trigger any chalges in the el1tit-v's recolinilion and mcasulemellt accourtilig policies.
othel than as nlay be required by Tier 2 PBP- Accountlng RequirenleDts. Volunralv changes in
accolLnting policies shall bc made only \\4ten such chanses comply $,ith fie rcquircnenls of
PBE IPSAS 3,

12
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Tier 3 to Tier 2

59 Where an entity that had applied Tier 3 PBE Accourlting Requirements subsequently no longer meets
thc l jer' 3 criteria but nTcets flie Ticl 2 citeria, it llray conti[ue lo leport il1 accordancc wlth licr -] IBE
Accounting Requirements for the annual reporting period in which it fails to meet that critefia and the
following annual reportfug period, and any interim reporting periods within those annual rcporting
periods.

60 where an entiq, rlat had applied Tier 3 PBE Accountilg Requiremerts subsequently applies Tier 2 PBE
Accounting Requirements, it shall apply PBE FRS 47.

Tier 4 to Tier 2

6l Where an entity that had applied Tier4 PBE Accounting Requirements subsequentlyno longer meets the
Tier4 crite.ia but meets the Tier 2 criteria, it may continue to report irl accordance with Tier 4 PBE
Accounting Requirements for the annual reponing pedod in which it fails to meet the Tier 4 criteria
and the following affrual rcporting period, and any iDterim reporting periods within those annual
reporting periods.

62 Where an entity that had applied Tier 4 PBE Accounting Requiremeflts subsequently applies Tier 2 PBE
Accounting Requiremenrs, it shall apply PBE FRS 47.

Moving into Tier 3

Tier 1 or Tier 2 to Tier 3

63 Where an entity that had applied Tier I PBE Accounting Requirements subsequently meets the Tier 3

criteria beoause it no longer has public accountability, it must continue to apply Tier I PBE Accounti[g
Requircmetrts for the reporting period du ng which it ceased to have public accountability- It may
apply Tier 3 PBE Accounting Requirements for the reporting period after it ceases to have public
accountability.

64 Where an entity that had applied Tier I PBE Accouflting Requirements subscquently meets the Tier 3

size criteria because it is no looger large, it may elect to apply Tier 3 PBE Accounting Requirements
for the reporting period in which it meets the Tier 3 size criteria.

65 Where an entity that had applied Tier 2 PBE Accourthg Requirements subsequently meets the Tier 3
size criteda, it may elect to apply Tier 3 PBE Accounting Requirements for the reporting period in
uhich it meets thc Tier 3 size criteria.

66 Where an entity that had applied Tier I PBE Accounting Requirements or Tier 2 PBE Accounting
Requirements subsequently applics Tier 3 PBE Accounting Requi.ements, it shall account for the change
in accounting policies in accoldance with Tier 3 PBE Accounting Requiremelts.

Tier 4 to Tier 3

67 Where an ertity that had applied Tier 4 PBE Accounting Requirements subsequently no longer meets
the Tier 4 criteria but meets the Tier 3 crileria, it n1ay continue to report in accordance with Tier 4 PBE
Accouflti[g Requirements for the annual reporting period in which it fails to meet the Tier 4 criteria
ard the following annual reporting period, and any interim reportiog periods within those annual
reponing pedods.

68 Where all entity that had applied Tier 4 PBE Accounting Requirements subsequenlly applies Tier 3 PBE
Accounting Requirements, it shall accoDnt tbr the chalge in accounting policies in accordance with
Tier 3 PBE Accounting Requirements.

Moving into Tier 4

Tier 1, Tier 2 or Tier 3 to Tier 4

69 Where an entity that had applied Ticr 1 PBE Accounting Requirements subsequently mects the Tier 4
criteria because it no longerhas public accountability, it must continue to apply Tier I PBEAccounting
Requirements for the reporting period during which it ceased to have public accountability. It n1ay
apply Tier 4 PBE Accounting Requirements for the reporting period after it ccases to have public
accountability.
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Where an entity that had alplied Tier 1 PBE Accounting Requirements subsequently meets the Tier 4
size criteda, it may elect to apply Tier 4 PBE Accounting Requirements 1br the repofiing period in
which it meets the Tier 4 size criteria.

Where an entity that had applied Tier 2 PBE Accourtitrg Requirements or Tier 3 PBE Accounting
Requilements subsequently meets the Tiq 4 criteria, it may elect to apply Tier 4 PBE Accounting
Requirements for the reporliDg period in which it meets the Tier 4 crite a.

Where an entity that had applied Tier 1 PBE Accounting Requirements, Tier2 PBE Accounting
Requirements or Tier 3 PBE Accounting Requirements subsequendy applies Tier 4 PBE Accounting
Requirements, it shall account for the change in accounting policies in accordance with Tjer4 PtsE
Accourting Requirements.
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D, EFFECTIVE DATE

7l Ihis Starrrlarrl ;! .ffcctilc for rc0oltif!t pcliocls hcginnirg on or aftcr l.larrary'2016. Ilarlier'
applioatioJr is pcrrrittcd for rcpol1iDg poriods boginning on or alter I April 201-5.

14 Tlris Standard supcrscdcs XRB Al Accotnting Stanlard:t Frane*(trk (For prolit [tltities plus Public
Sectot Public Benefit Etltities plus Not-for!rclit Entities ninu\ Farprol'it Tier 3 alld Tier 1 tjpdLle)
(XRB A I (fP Entities I PS PBES I NFPs IP Ticr I and Ticr 4 llpdate)) when adopted.

15 2017 Auenelnents ta XRB Al Applicutian af tlle Accoulting Slandurds l'tamewoti, issued in
October 2017, deleted paragraph 9(c) and added paragraph 42A. l.hosc ancndorcnts are effective for
reporriog periods beginning on or ailcr I January 2018. Earlier application of paragraph 42A is

f enniued.
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APPENDIX A

WHEN IS AN ENTIry A PUBLIC BENEFIT ENTITY?

Thir' Llppendtu .f .r' ts an integtdl pat t o:f XRB Al lpplicdtbtl ol the ,,1ccc)untitlg Stdnddrds l,rdnrcrork.

lntrod uction

i Rcpotturg cntities designate rhenlsclvcs as elther foI-prolit entities or public benefit entrties
(PBEs).

2 PBls are reportirrg entilies whose prinrary objectivc is ro providc goods ol scn iccs for cornmurity
o| social benelit and $,here any equity has been provided with a view to supforting that pti[rary
objecdve lather thao 1'or a floancial retun to equitl, holders.

3 For-profit entities are 1lot defi]1ed. Rather. rhc ternl for-profit entities eocompasses all e tities
othcr thall PBES. /\l1 cntity must assess rvhether it is a PBE or a lor-profit enlity, by comiderilg
,vhcthcr or [ot it meets the detillilion of a PBE. Assessing \\4rether an cntity mcets the dehnitiorr
of a PBE rcquircs an cntity to detemine its primary ob.jectil e .

,1 l he lonl] of an entiry is unlikel,v to be a conclusive lactor in determining \,,,hcther or not an enlitv
is a PBE. PBES are constituted iu urirnv diflerent lbrms such as i[cotporated societies, trusts,
statutory bodies and even cornpanies. PBEs include a llide range of entity rpes, including
charities, clubs, and non-comnrcrcial public sectol entities. _fhey 

exist i]l thc private sectot and
in the public sector and LIav bc snn11 or large- h delerntining thc dcsigllation of an ertity lvhich
is a group, it is necessary to consider the characteristics ofthe group

5 fRescrvcdl

Purpose

6 The purposc ofthis Appendix is to assist an cntity preparing gene|a1 purpose financial stateDents
to determine whethcr or not it is a PBE.

7 The ciasliification of aD cntitl/ as a for-profit entitv or a PI3E is important becausc it detennlnes
which accountirlg standards are applicd by an entit, atld l1.Iay result in dift'erent accoutltillg
policies. Inappropriate classificalion rnay resu)t in adoption of inappropriate accountillSI policics
ard failurc to provide users \\,ith inlbrmation appropriate to asscssilg the financial pcrtbrruarrce
and position ofal eltity.

Determining the primary objective of an entity

I Whcthcr an entiay is aPBE is dercmined by rhe prirnarli objcdive of arl erltit).. In identjl),illg the
primary objective ol'an entiry it is necessary k) consider tire sUbstancc ofthe ertity s pur.pose and
rvhelirer the goods or services are providcd for comnuniLy or social bcnefit.

9 Although irr gereral ternis PBEs eriist to lr'ovide goods and serviccs 1or the comntunitl or social
benefit, this docs not necessarily irrlly that such entitics c)iist for the benetLt ofthe public as a
whole. Marl_,- PBEs cxist fol the direct berlcllt of a particular et oup olpeople, although ir is also
possible that society as a whole hencit! indirectly. For exanple. a football club exists to promote
and cr1courage footba]l lor thc direcr beneljt ol its members. Horvcvcr, socicrl as a whole mav
benefit through a hcaltliier population and through thc provision oi orga scd acliviries for its
youth.

10 In manv cases it \\'i1l be obvious whether L1l1 ertil_v- is a pflE or not Hou,ever, oirjcctivell,
detenninrlg rhe primarl, ohiective of an entitv can be dilficulr $tere an enlitv has multiltlc
objeclives and such objectives arc not larked. or where the objectivcs are not clca.ly stated.

1l Paragraphs l2 to 26 discLrss indicatols rhat ainr ro tbcus on thc substance ofan cntir,s puqrosc
and rvl'rich should be cousidered in dctcrmining whedrcr an eitiry is a pllE. These indicaLors are:

rhc cltity's lbundil1g docunieuts;
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. the nature ofthe benefits:

. the quantum ofexpected financial surplus;

' tho nature ofthe equitl, intercst; ald

. the natl[c ofall entit]r's funding.

Founding documents

For nanv cntities the governing legislatio[, a constitution. a tuust deed, or other founding
documents u,.ill spccify the objectives ofaI1 entity. including for uhom the benefirs generated by
thc entity are intended. For cxample, the State-O\rned Enterpriscs Act 1986 statcs that thc
principal objective ofevcry State cnterprise is to "operate as a successful busincss and to this end,
to be:

(a) As prolitable atrd efficient as comparable busincsscs that are not owled b]r the Crorvt; arrd

(b) A good employer; and

(c) An organisation tllat exhibits a sense 01'social responsibility by having regard to the
interests of lhe conurunitl in \\l1ich it operates and by endeavoLuing to accom rodate or
encourage thcsc rvhcn able to do so."

'fhc founding docunents of an entity may also spccifi, tlic objcctive of all cntit-v in tcnns of thc
nature of fhe beileflts thc e.tity provides. For exan'ip1e. one of the objectives of District Health
Boards is to ilDprove, promote and protect the health ol'people and contmunitics.

Many entities are establishcd with multipie objectives. For example, Crown Resealch lnstitutcs
(CRIs) are recluired by thc Clo\e,n Rcscarch lnstitutes Act 1992 (CRI Acr) to.

. undeltake research for the benefit ofNe\, Zealand:

. comply with arlr applicable ethical standards;

. promote and facilitale application of the results of resealch and technological
developrnents;

. be a good en'rployer and exhibit a sense ofsocial respollsibilily; and

. operate in a hnancially responsible manner so that they marntain their hnancial viability.

Where an entitSr's lounding documents indicale tlrat an entit)/ has multrple objectivcs, dctcrmiui[g
rvhich of these objectives is the prirnary objectivc lvill dcpcud on an assessrrenl oI the subslance
ofthe purpose oi the entity.

The founding documents may require an entity to be financially viabic or to genelale an adequate

ratc of ren1m. llowever, being firancia11.v viablc is not in irselfconclusive in distinguislting a for'-
proflt entity frolll a PBE. Thcrc cxists a clcar cornmuDit\, expectation llat PBES be fina[cially
viable ald operate to ensure that the iilrited resources at their disposal are used eflectively.

Nature of the benefits
'I hc naturc of thc bcrcfits provided b1, an entity will usually iudicate whcthcr an entil) is a PBE.

For cxamplc, if lhc cntity produces goods or seNices t1'w are not plovidcd at market pdces, but
are provided to consuners at no cost or fol nominal consideration, the entity is likcLy to be a PBE.

PBES do l1ot exist to generate benefit in the fonn ofa financia] .eturl1 to equity-holdcrs. That is

nor to implv thal PBES ne\,er generate, or aim to generatc! a financial surplus on the llet assots

cmploycd. Horvcvcr, wher-e a PBE does genetate a financial surplus, it may be required or'

expecled to be used to suppoft the cntity's primary objective ofproviding goods or seNices 1br the

comnruliity or for social beneflt.

PBEs ay eslablish coutrolled eltities or discrete business uiits which opcratc to generate a relunl
thal can be used to support the prnnaq, activitics ofthe conholllng enlily. Suchcniities orbusirtess
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Lmits nray be tbr-prol'rt. This 1'acl does 1]ot afl'ect thc c]assificatiol of the controlling cntit! or

econornic cnlitYr.

quantum of expected financial surplus

2A Many entiljes aim to generate revenues in e\cess of thc cxpenses incured. In order to continu.
opcrating all erltities need to at lcast blcak cven o\er the long temr. The quantum ofthe expected

surplus rvill provide a strong indication whether an erltity is a PBE.

21 l'he objective of for-profit cntities is lo generale a commercial or rnarkct rctutn that is, Lo

maximisc the fi[ancial retur]l colrmcnsuratc with the relative risks ofoperJring

)). PBES do not operate to maxirnise financlal retum in this u,a.v. PBEs rra1, plan to generate a

financial suqrlus. However. the quantunl ofthe expecte.l financial sulplus is not expressed in
1elatiol1 to a market retur'r1 or odrer measure of colxncrcial success.

23 PBEs may not qualtrfy the expectcd lina0cial surplus, or ma), do so in clualitative or genelal terms

on1y. For cxarnplc, an entity ma] specily thar it aims to generate an adcquatc ratc of rcturn, or a
linancial surplus sufficient to ren]ain sol\,ent. ol gellerate a financial surplus sufficicnt to rcpav
any dcbts withirl a certaii time period.

Nature of equity interest

24 Whcrc an entity is established lo generare a hna11cial return tbr thc bcDctit of the cquity holders
fie orvncrship instrument is usually clearly defiied. This is irDportani for for-profit entities
bccause it deternines the level ofLrenefits such as dividends and rights ro thc rcsidual nct asscts.

lf an entit-v docs not have anv clear equity holders or the nature ofthe equit)i instrurrent is unclear.
the entity is lik.ly to bc a PBI]..

25 l'he abserlce ofclear equity holders may manil'est irselfin a number of\\a),s, including:

. the absence of an individual or entity having a l'ight to participate tn aoy financial rctum
or in the net assets ofthe entity rvere it to be rvound up or olher u'j.e cecs< to oler'ate: ol

. a requirerlenl that rn the evenl lhe entiL]_ ceases operaling ally residual net assets are lo bc
applied ro alother enLit)' \\'ilh a similar pur-pose or to revert to another PBE. ThaI is. the
usc of the assets is effectively rcstricted to proliding goods oI scrviccs lor thc bcnct-lt of
the comrrllnity or part thereol

Nature of funding

16 lf an cntity is fundcd u, holly ol prilnarily tlrrough the sale of goods and ser\,ices il mav not be a
PBI-.. If a. cntity rclics rvbolly or prirnarily on donations or olher conlributions that do not
cstablish a fiDancial illtcrcst in thc c1ltity, or r,vhich do not reflect a sale and purchase transactioD.

fic ertity is likel) to be a PBE.

Conflicting indicators

2l In sorne cases the abovc ildicators Llay conflict u,ith each other in respect of a single cntity aud
the prirnary purpose or obieclive olLhe entity iray not be obvious. Sonle indicators may indicare
fiat an enrity should be clas:iifled as for profit and others [ray irrdicate dte entit]' should bc
classihed as a public benefit entil). In this situation profcssional j udgcment is required.

Changing classification

28 Changing circurnstanccs mav lead to a change irr an entily's classilication. For exa[rp1e, a chaDge
in govcrmnent policy ma) 1equi1e that entities llreviously classificd as public benefit e tities are

no\\'to opclate on a commclcial basis, 01'vice velsa.

r lf d cnnirclled enrily or busir.ess unil is required to prcparc gcn.ral puqros.lin.rn.ial r.toln irs d.rignati.r is d3rennincd tr)
irs o\n pnDury objccn!c and nor thdt oflh. .ontolling enliiv oftLle groLr! .epo ingenLir).
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29 Accounting for a change in classification depends on the applicable tier ofthe new classification.
For cxample. if a1r entity's classification changcs liom,.public benehr el1tity,, to ,for-protit
entit],". th. entity \1,o1)ld need to apply NTIFRS I First.jit e 1.laDtioll ol Nttr Z,ealt|d
LqLtivalents to lntenational linanciul Repat.ting Stl:r iords.

ILLUSTRATIVE EXAMPLES: Determining the nature of an entity's purpose

30 The lollowing examples airr to illuslrate application of this Appendrx. The exampies are
illustrative on11, and do not establish requirenlents.

.i1 While specific types of eutity are referred ro in thc examples, the circumstances in relation to
individual cntities may vary significantlv, and thcrcfore the examples do not conclude as to
$,hcthcr the entity in question is or is not a public bcnefit entiry. Rather. the exanples illustrate
characteristics to be considered by prcparcrs in 1eacl'ling a conclusion regarding the nature of an

entit_y s puryose. In asscssing the ratLLre ofan entity appropriate tr,eightirg nceds to be given to
each individual i])dicaLor. Depcndilg on the circu sta ces some indicators rvill provide a

stronger indication thal othe6 about the underlying natule ofthc cntity. lhe cntity rvill nced to
consider each indicator against the othcr- indicatol s and nake an overall assessnent of[.hether or
no.llre (nUl-! rs a publ . bcrclir cnriLl.

Scenario 1: Crown Research lnstitute (CRl)

Flntity A is a compan_"- estab]ished under section 1l ofthe CRI Act.

Founding documents TJte Crovn Research lnstitutes.4ct 1992

Thc CIU Act states that the purpose of every CRI is to underlake rcscarch (scction ,1) and scls oul the
principlcs of operation CRls are exlected to 1b]lor in lullilling this lurposc. These pr-inciples are set
out in section 5 ofthe Act and include, for example. that a CRT should underlake research lbr the benelit
of Nerv Zealand, operate in a financially responsiblc mamcr and bc a good employer.

The CRI Act establishcs a broad ftalnervork for the operadon ofCRJs. The primary objecrive (purpose)
ol CRIs is clearly statcd i11 fie CRI Act. The prirrciples set oul irl sectiol 5 are detailed, but they arc not
ranked and thcii iuplementation can be achieved in a number ofways. CRIs, therefbre, appear to have
discrction as to ho\r'they can achieve theil purpose.

Nature of the benefits

Thc kc), bcncfit of cstablishing CRIs is the production of research that v il1 benefirNew Zcaland. In onc
sense the CRIS unde ake research fbr comrnunity o| social benefit. The New Zealand econolry and

enlities opcratilg h Ne$,Zealand call belefit from the resealch ulldertaken.

Horvcvcr, thcr-c may bc disc.etion as to how lescarch findings arc distributcd and in determining the
nature of thc rcscarch ro be undeltake1l. \\rhcthcr 01 nor F-11tity A is a public benefit entity may depend
on \\,hether Entity A distributes l]1 undertakes researcll on a corrmercial fee-for-scn'icc basis, or whether
it lnakes iLs research findings available lree of chalge ,.rr lor a nominal charge.

Quantum of the expected financial surplus

'Ihe CRI Act reqLlires Czus to operate i a hna[cially responsible mamer so that tilcy maintain their
financiaL viability. Lln its orvl rnainrailirrg "firrancial viability" is a gelcr-al rcquirement and allorvs
discretion as to what the financial targets should be.

Eolily A has i place an operating agr-eemenL with the Sharcholding Nlinister. lfthe operaling agreenre.l
specified that llntity A shouid ainr to generate an expected lil1ancial surpius equivalcnt to a market relurn.

this would indicate tlut Ertity A is a for-proflt entity Ifthc opcrating agreement specified a talgetrate of
relum, it would be necessary to consider how that late of retum $as detcrmincd. Tf, for exarrple, it was

deterlnircd after benchnrarkilg against connnercial entities. this would indicatc that ltntirr* A rvas profit-
o ented. lf the rate of return was detcmrincd based on ensuring lhat [ntity A covercd its variab]e cosls

only, this rnay indicate ftat it is a public benefit entity.
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Nature of equity interest

Entity A is a colnpany. The equity ulterest is in the fbrm ofsharss owned by the Shareholding MiDisler.
Iu llre uasc oil.-rlri1y,\. rhe rlalLrre ofthc cqLrir! rIlcrciL is clear. l1I addilion, rharc is no rcstricLion orlLhc

use ol asscts ln the everrt a CRI is sold, u,ound up or cerses to operate. llo\\'cvcr. iLlthis case, neilhet of
these l'actors would appear to affecr Lhe natule ofthc purposc ofthe entity.

Nature of funding

Lndt-v A coDpctes lor lunding frorD govcrnmcnt and priYate sources. Revenue is derivcd through se111ng

research seNices in a competitive enlrironment. This lna-y indicate thet Entity A is a lbr-profit entity.

IfEntity A relied on donatiolrs and grarlts 1l-orn govefllml:nt and other organisations and sucl funds rvere

provided on a non erchange basis, this may indicate rhat L.lltity A is a public be elit entity.

Scenario 2: Charity Shop

A charitable trust is establishcd with the objective ofproviding health ser\'ices to thc homclcss. The tlust
reccir.cs an arrnual granL tionl the Governnlcnt. Thc grant is suilicient io co!er oler 0ti g costs necessar)'

to provide basic health care services to a limiled number ofpeoplc. I o mccl lhe increasinq demand lor
its senices and to tund an expanded range ofservices, the trust cstiiblishcs a charity shop (Company 1).

Company 1 sells sccond hand bic)cles aDd runs a successlirl bicycle hire scrvicc. A1l profits flom
Conrpanl, 1 are letumed to the trust to suppofi the p|imar1'objective ol'providing health senices to the

homeless.

Founding documents t at\1i't,ti.tl

Company 1's constirulron speciiles thar its objective is to raise funds to suppon thc charitablc tnrst.

Nature of the benefits

The benellts derived lion Company I are the funds generated t1lr ough the salc and hirc of bic-vclcs. t his
may indicate that the shop is a ibr-profit entit-r,.

lf o1I rhe other hatd thc shop is uscd primar ily as a vehic]e lo promore and publicise the objeclive of lhe
tr-ust or to provide employlenr to homeless people, thell Company ] may, sllbjcct to considcration of
ol.'.r ti. t, r.. \c a l.r 

(ic \(,. tlt (llt )

Quantum of the expected financial surplus

The directo|s carelirlly rnanage Cornpan) l to ensure it meets its financial targets. The directors are

experienced business people $,ho dolate thelr time to manage and guide the operatio[ of Companl. l.
'l he directors aim to cl1sl[c that thc rctunl ol1 thc Dct asscts ir1\'csrcd h thc shop is at ]cast cquivalcnr to
a irarket renur'r. lf Companl, I docs not gcncratc al1 adequate retun the directors may reconxreld that
the trust illvcst its funds in anothcr activity. l his may indicatc that Compan-v I is by nature an in\,estuent
and therel'ore profit oriented.

lfCoDpany I uas operatcd wi the objective ol generaring a posirive llnancial leturn arld the level of
thc IetlLrn was not dclernined r.viLh rclelerlce to markct IcturDs, tbc shop rlay bc a public beretjt eltity.

Nature of equity interest

In the situation described Colnpaly I is a conpany l00016 owned and contlolled by thc trust. As such
the ourrer'ship instrunlerl is clear- In the event alornparll l ceases tradlng thc trust is able to detenrrine
how to use anv residual assets. This may in.licatd that C'ompall-v I is a tbr-profit entity.

Nature of funding

Compan-v I raiscs revcnuc thlough thc salc and hire ofbicycles. Conpany I also ser|es as a collection
point lor dorlations to dre trust. Such donaLions are not lhe pr,rperty of the shop and arc banked ilto a

separate tnlsr accoult cootrollcd by thc trust.

Given the objective ofCompany I is to maximise relum. the sale and hire olbicycles must bc ar market
rates This rvould indicate tLat the entity is a lbr proflt entity.
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Scenario 3: Private Education Organisation

Ilntity Q is a private organisation dedicated to providing Iow-cost high quality education to children who
immigated to New Zealand from poverty stricken countries. Entity Q was established as a trust with an

initial endowment of$5M fiom the estate ofa wealthy businessperson.

In order to supplement its ircome Entity Q accepts a limited number of fee paying students. The fees lor
such students were detenniDed after malket research into the pricing ofsuch services. All fee revenue is
applied by Entity Q to its objective ofproviding high quality education to children who immigrated to
New Zealand from povefy stricken countries. The revenue fronl fee paying snrdents has enabled
Entity Q to expard the range of selices it offers and to expaod its roll of immigrant children.

Founding documents

The tmst deed establishing Entity Q states that the purpose of EntityQ is to provide high quality
educatioo to children who inrmigrated to New Zealand from poverty stricken countries. The trust deed
also provides Trustees with broad powers as to how best to achieve this objective.

The trust deed also requires that, in the event the trust is wound up, any residual assets are to be applied
to an organisation with similar objectives.

Nature of the benefits

The nature of the benefits provided by Entity Q are the educational services delivered to the recipient
childre1l. The equity provided to Entity Q was for the benefit of immigrant chil&en and not for the
generatior of a fDanciai retum. This would indicate that the entity is a public benefit entity.

The fact that Entity Q also sells education services to fee paying students at market rates does not
necessarily change the objeclive ofthe enliry.

lfEntity Q established a subsidiary entity duough which it ran its commercial education operations, that
subsidiary may be a for-profit etrtity. ln this case it would also be necessary to consider whether the
group reporting entity is a public benefit ertity in its own right.

Quantum of the expected financial surplus

The trustees carefully manage the resources ofEntity Q in order to maximise the number of immigrant
children it can accept and to maintain a high quality educational service. The trustees have a clear
opemtiotral plan and have eslablished clear flnancial targels in order to achieve its objectives.

The financial targets are not expressed in terms of retum on equity, but lather in terms of meeting the
development targets set out in the operational plan. This may indicate that the entity is a public benefit
entity.

Nature of equity interest

The trust deed requires that in the event Entity Q ceases opemting any residual assets arc to be applied
to another entity with a similar purpose. The use of the assets is lestricted and no individual can benefit
privately liom the assels,

This may indicate that the entity is a public benefit entity.

Nature of funding

Entity Q receives funding ftom a number ofsources:

(l) investment income fiom the initial endowment;

(ii) fee income from fee payi[g students; and

(iii) donations ftom other fund raising activities.

The relative levels of funding from each of these sources may indicate whether Entity Q is a for-profit
entity or a public benefit entity, Ifthe majority offunding is raised frol1r investment income or donations

and applied to the provision of the education services, then the entity may be a public benefit entity. lf
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the majority ofthe fuoding is raised tfuough the sale of education services, it may irdicate that the en1i1y

is a for-profir entity.

Scenario 4: Sports Club

Club AFC is a football club established in a suburb of a large city, CIub AFC is pat of a regional group
ofclubs that co-operate together to organise compctitions, coaching and training for a wide range ofage-
groups, from 5 year-olds though to senior grade football and reprcsentative grades.

Founding documenls - Constitution

Club A-FC is established as a charitable trust. Its constitution states that it is a non-profit entity established
to foster paticipation and to prcmote football in its suburb.

This indicates that CIub AFC is likely to be a public beneht entity.

Nature of the benefits

The benefits provided by Club AFC arise fiom the coordination of football competitions and the
provision offootball coaching, tmining and other facilities to the cornmunity. Hence, Club AFC provides
benefits directly to a particular sectioD of the public, and society as a whole may benefit indirectly. No
individual person has a right to the equity or to any net surplus generated by the Club. This may indicate
that Club AFC is a public benefit entity.

On the other hand, if Club AFC were to sel1 its coaching and training services (eg to schools, other
football clubs, or individuals) at normal rnarket rates, this may indicate that Club AFC is a for-profit
entity.

Quantum of the expected financial surplus

The Club nunages its Iinances carefully. Its finaucial targets are driven by its plans to develop its
facilities and the services it offers. This may indicate that Club AFC is a public benefit etrtity.

If the Club sets financial targets with the objective of generating a commercial rate of retum, this may
indicate that Club AFC is a for-profit entity.

Nature of equity interest

There is no clear equity instrument. The Constitution states that in the event the Club is wound up or
ceases operating, any residual assets are to be applied to an organisation with a similar purpose as

Club AIC. This may indicate that thc Club is a public berefit entity.

Nature of funding

Club AFC leceives funding aom various sources;

(i) nembership fees;

(ii) sponsorship;

(ii| bar and food sales; and

(iv) community grants.

Membership fees are set at a level to cover dre Club's costs, after taking into account the fulding expected
to be received fiom other sources. This nlay indicate that Club A-FC is a public benefit entity,

If Club AFC received the majoriry of its funding from the sale of football coaching or training services,
or iiom ticket sales at football matches, this may indicate that Club AIC is a for-profit entity.
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APPENDIX B

TIER 1 FOR-PROFIT ACCOUNTING REQUIREMENTS AND TIER 2 FOR.PROFIT
ACCOUNTING REQUIREMENTS TO BE APPLIED BY FOR.PROFIT ENTITIES

This appendix fo|ms tn integrul purt o/XRB Al Apptiation aJ'the .,ltcouutiug Standdrdt Fi.anework.

This appendix lisls the Accourtting Standards a d Authorilative Noticc rllal conrai! the Tiel' 1 I:or-profil
Accounting Requiremenls lbr Ijcr I For-profit entitics and the Trer 2 Iror'-ploljt ?\ccotlllting Requitenlents for.
Ticr 2 Iror-profit cnrities.

Accounting Standards

NZ IF'RS I ? it st line Adoption aJ N ew T,ealtnd EepLirale ts to ln lentLttiotral I indltcidl Repot tilg
Standards

NZ IIRS 2 .\hurc-basetl Pq:ment

NZ I|RS 3 Business Coi11hi11L1tians

\Z IFRS,1 I turdtrce Contfulcls (.superseded oD adoprion ofNZ IERS l?)
NZ IFRS 5 i\uo11-.Ltteli Assets He kl.lbr Siale and Discotti ted Opoltians
NZ IFRS 6 ErplorutionJbr and h'Llu(itian oJ iTineftl Resour.:es

NZ IFRS I Fintnciol Jn\trunents' Di.^cloture.s

NZ IFRS 6 Operutitq Segne ts

NZ IFRS 9 (2009) Fhant:iul Instnntents (superseded on adoption ofNZ IFRS 9 (201,1))

NZ IFRS 9 (2010) l'inanckll hl.-o.unents (supcrscdcd on adoption of NZ 1FRS 9 (201,1))

l'lzIFRS9(2013) linLlncial In.^trunents (Hedge -4ccou titlg (tnd auendments to NZIFRS 9, \ZIFRS 7
Ltnd l;Z LIS 39) (superseded on adoption ofNZ IFRS 9 (2014))

NZ IIIRS 9 (2014) Fitutlcial hlsxu rcnt.-

N-Z I|RS l0 Cat$olidated FindncidlState] ents

NZ I|RS I I Joitlt )rrLuryenenls

NZ IIRS 12 Disclasurc oJ l terests in Other Lntities

NZ IIRS 13 Ftir lhtue Venyln,tncnr

NZ IFRS 1,+ Reguluxn De:ferrul lccatntt
NZ I|RS 15 Retenue.fiont Canh ac*.nith (:Lt\ro rct's

NZ M{S 16 [,ea.^es

\Z I-t I{S 17 h$urfi ce Cotltracts

NZ l,{S 1 Presentation r.tf ['inancicll Statetll.nts (] evi \ed 20A7)

NZ IAS 2 Inyentoriet

NZ IAS 7 Statenett ofCash Flovts

NZ IAS 8 Accou ring Policies, ChLlnres iu A{:countittg Estit dte\ anJ Errort
NZ IAS 10 Etetlts alier the Rellr)rting I'eriod

NZ IAS I I CotlthltLti) Coxrla.tr (slrperscdcd on adopiion ofNZ IFRS 15)

NZ IAS 12 hrolu" Th.t
NZ IAS 16 Prcpeth', Pldtt and f:c?tipment

NZ IAS l7 leases (superscdcd on adoprion of NZ IF-RS 16)

NZ IAS 18 -&rlerur, (superseded on adoption ofNZ IIRS 15)

\/IAS lo Lnl la;.rB,n /it
NZ IAS 20 AccountingJitr Covernme t Grants and DistL)ru1,e of Go\anvtent Assi\tence

N-Z IAS 2l fhe Elfe.ts oJchd ges in Foreign [ivhange Rates

NZ IAS 23 Bonoltihg (:osts (revised 2007)
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NZ Ir\S 24 Relatei P.trl) Disclasures

NZ IAS 26 ,,lccounti g a d llepot ting b)' Retirc lent BeneJil Pla s

-\Z IAS 27 SeporuLe l'ii.tlttidi SlLLkD)ent\

NZ LA.S 28 ltltesttnentt in A"'sociates and Jo)nt Vennues

NZ IAS 29 f i anci,l Repo itlg in ll,-perifiJlatiandr.,- E(anoni.s

NZ IAS 32 lit1atu:il I sxLotte rs' Pres?nlalian

\Z IAS 13 ELllni gs pet Share

NZ L\S i.l Interi,l Ftndtlckl Reparting

NZ IAS 36 ll))pairntent t)l Ats?tt

NZ L4.S 37 Provision.t, Continlent [ tuhililies dnd (:antillgotl Atset,t

NZ lAS 38 lnatgible ,'1srcts

NZ lr\S i9 l-intln.:tul I sfi nnckts. Re.:agnitit)tt tull Med.'urcue t

NZ lAS.10 Invett enl Propert-\,

NZ IAS.ll Agt'icuhute

!RS-.12 Prospectiw Fitla .i,ll St,ientati\

FRS ,13 Suntl1ary' ):'inatlcidl Sttttcnents

FRS-1,I Nett Zedand ldditiondl Diitlosues

NZ IFRIC 1 Chdnges in L:ii\ttug Deconttlis\iat)it|g, Re\lot-alion and Siutlar l'iubilitie.t

NZ IrRIC 2 Manbers' Shurt:s tn ('o opeldtit'. Lntjtie.'anJ Sinilat Instrunttnts

NZ lFRlal 4 Detenlini g xhethar'tD1 lta gellrcnt ca t rir?J d.Ledld (superseded or adoptiorl ol
NZ IFRS 16I

NZ IIRTC 5 Righl\ la lnter.sls ari\ingJi?n DecafimissionitEi, [lesLoration 1nd E]1\'irallnental
Rehdbilitarion F-Lmds

NZ IFRIC 6 Liobilities drisillgfi'an Ptlrticipdtian h a Specific )vlarket ll'aste Elet:oital and
Elecr'a ic -Equiplt)ent

NZ IFRIC 7 Applli g the R.tstdtetlle ! A?Pt-.)och nder \Z /,lS l9 Finaroisl Reporting in

Hwerinfl ationary Economies

NZ IIiRIC 9 Reatt.tl]nant t)f E\tbeclLleLl Deri\-L1ti1es (superseded o. adoption oiNZ IFRS 912010)
oL NZ II]RS 9 (2014))

NZ IFRICI I0 hierit)l Findncil Reporliti4 4 l h pditt ellt

NZ IFRIC 12 Servite Concession Arrdnge ents

NZ IFRIC I I CLLstone]- Lo!-ult! Prcqr?/rne.r (supelseded on adoption ofNZ IFRS I 5)

NZ IFRIC l.+ NZ IAS 19 lhe LitDiL oit d D..ltYd Benelit.,lsset, llittununr Funt ng Requite ots
.])td 1l .t' h .'r 1i r

NZ ifRIC t5 Agreetnettts f.)t ll1e C.l,t\ttuctio .tf ReLl Esl.//. (superseded on adoplion of
NZ II-'RS I5\

^-Z 
IFRIC 16 Hedges of o Net htte\nnent tu a Fot eigtt Opet-dtian

NZ IFI{IC 17 Disti'ibltia s ol No,l-cash .lstets ta O\rLeB

N Z I FR IC 1 8 Tt ntlsf ers ol A\tels /i o/, airslor?e).! (supeNedcd orr adoption of NZ II-RS l5)

).IZ IIRICI 19 )lxtinguishittg Financial Liabilities will) Equil| h1!oumenb

NZ IIRIC 20 Strippnry Ca.ns in the Pbdltctio Phase oJ a Surfute Mint

NZ IFRIC 21 Ltrie:
1\_Z lIRlC22 Foteign CLotetL),lrd sattiali)' dt)d Adrtt ceCo)Lsiderutt,'k

NZ IFRI(I 23 Utterlai l) orer l cotne Tax Tt edturc ls

\Z SIC-7 Intrcduction ql the Lura

NZ SIC-10 Gai'ernme t )s\iitatlce No SpeciJic Relatia to Operltti g ALliities

NZ SIC- 1 5 Openttillg Leases /rftrrir?r (supelseded on adoption ofNZ IIiRS l 6)

NZ SIC 25 htcone Taxet Cllutlges itl the Tax Status af o)1 Entitt or itr Slttrehttlclers
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NZ SIC-27 Evaluatitlg the Substttfice o/Tra sactions lnvolving the Legal Fonn ofa Lease
(superseded on adoption ofNZ IFRS 16)

NZ SIC-29 Distktsure SerriLe Cotlrc\sion ,4t t angcmettts

NZ SIC-3 1 Rere ue Barter Trdnsactions lnvolving Advertising Services (superseded on adoption
ofNZ IFRS 15)

NZ SIC-32 ll1td11gible Assets ,t/eb Site Costs

Authoritative Notice
New Zealand Equivalent to the IASB Corlceptual FrameworkJor Financial Reporting 2010
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APPENDIX C

TIER 1 PBE ACCOUNTING REQUIREMENTS AND TIER 2 PBE ACCOUNTING

REQUIREMENTS TO BE APPLIED BY PUBLIC BENEFIT ENTITIES

This dppetdi:i.lanns dn tutegt-dl p.n t oJ -YFB .11 .lppli.atior al the Atcounting Ston(la|'ds 1i111)E\rark.

'[his appcndix lists the /\ocouating Slandards ard 
^uthoritalive 

Nolice thal co lain d]c Ticr I PBE Accountrn:!
RequirerJients lor Tier- I PBES and the lier 2 PBII Accountrng Rcquircmcnts for I ief 2 PBI:S.

Accounting Standards

PtsE IPSAS 1 Prcse t.tliotl oJ Findnctal Stotene tt

PBE IPSAS 2 Cath Flatt Stlte lents

PBE IPSAS 3 1(:(:ounting Palitiet, Changes it -4ccountitry ll\ti]1ate\ and E1'ro1-\

PBI1 IPSAS,I 7he EJJects aj Cha Eet iti Forcigtl Exchange Rates

PB.E I1'SAS 5 Borroting Costs

PBE IP AS 6 Cousctlidatetl at)d SepdrLlte Fi dncidl Statentents /11r61i. Se.r.r7-) (supcrscdcd on
(PS) adoption oiPBE iPSAS l,l and PBE IPSAS 15)

PBE IPSAS 6 C(t)s(iiddte.l dnd Sep.t ate l'i atlcidl Stateuetlts (Not-lbr-p'orr) (supcrscdcd on

(NFP) adoptio olPBE IPS^S 3,1 and PRB ll'S..\S 15)

PBIr IPSAS I lnvestntems in Associ.rt..s (superseded on adoption ol PBE IPSAS 36)

PBEIPSAS8 l\tektt\ il.Jai t I2rrr?.r (superseded on adoption o1-PBE iPSAS 37)

PBE IPSIS 9 RevenueJian llxchange Trttn;uction:;

PBE IPSAS 10 l'itioitl:iol Reparttug in Ht,perutlluti.Dlu), E.anoit)ies

PBE ll'SAS 11 (irLt ltclion Ca Ncts

PtsE Il'jSAS 12 Inrt tot'ies

PBE IPSAS 13 l€d.rer

PBII IPSAS 14 E\ents,.1Jier the R.portiDg Ddte

PRE IPSAS 16 hn'estntent Propt,tv

P.tsE II'SAS 11 Proper4', Pldnt t d Equipn)etn

PtsE lPSAS l9 Prolirturr, ('ot)titg.nt Ljdbilities d d Ca titlpcnt .1s:ets

PBE IPS-A.S 20 Relared Par4, Dirtlrt,:Ltret

PBlr IPSAS 21 Inpai nlent t Not) Cosh Ge .ftlti\ Atset\

PtsE lI'SAS 22 Divlosure ol ltllot nation lbaut the Goio'dl Gottrntx:nl SlecLc./

PBll II'}SAS 2:l Ret.enttrJtont Nofi Exchdnge litutsuttions

PtsE II'SAS 25 lltnplrtee Benefirt (srpcrscdcd on adoption oll'}tsE ll'SAS 39)

PIJEI 1PSAS 2.6 htpai!'i)ent af Cash Generoti g lssets

I)llli IPSAS 27 Agt i.Dltlu e

P-tsE IPSAS 28 llu){trcial httbume}llt' Prete tatiol)

PBI IPSAS 29 Finl]1cial l stru e ts'Retog ition and .\ft:as ur en t tttt

PDE IPS,,\S 30 F itl.ut.ial l sttLot,lJ t.'' Di.'closures

PBF, ]PSAS 3l l tltlgible Assets

PRF lPSAS j2 Settixe Contetsion.lt't'a grnl.Dtt: (;lottot

PBE IPSAS 3.+ Sepdnlte l-it\1ncl.l ,rtdtetktnts

PBll IPSAS 35 a'ontoliddle.l ? in tlnc idl Statenents

PBE TPSAS 36 Jtlrestrnenr,; in AsJotid.!\ tlhd loi t l-e lltl'.s
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PBE IPSAS 37 Joinl Atangenents

PBE IPSAS 38 Disclosure of Interests in Other Entities

PBE IPSAS 39 Ethployee Betrcfts

PBE IFRS 3 Business Combinations

PBE IFRS 4 Insutahce Contracts

PBE IFRS 5 Non-cutent Assets Held.for Sale and Discontinued Operations

PBE IFRS 9 Financial Instruments

PBE IAS 12 Income Taxes

PBE IAS 34 I terim Fina cial Repotting

PBE FRS 42 Prospective Find cidl Statements

PBE FRS 43 Sum aty Financial Statemekts

PBE FRS 45 Service Concession Atangenents. Operator

PBE FRS 46 Fit st-time Adoption of PBE Standards by Entities Previolts ly Applyikg NZ IFRS

PBEFRS47 First-ti,ne Adoption oJ PBE Standards by Entities Other That Those Pteviou\ly
Applyins NZ IFRS

PBE FRS 48 Sewice Perfonrumce Reporting

Authoritative Notice
Public Beneflt Entities' ConceptLtal Framework
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APPENDIX D

TIER 3 PBE ACCOUNTING REQUIREMENTS TO BE APPLIED BY PUBTIC SECTOR

PUBLIC BENEFIT ENTITIES AND NOT-FOR-PROFIT PUBLIC BENEFIT ENTITIES

This appendLx.fttrnts an integral part ofXRB A1 Application aJthe Accaufitihg Standatds Ft anework.

This appendix lists the Tie. 3 Accounting Requfuene[ts for Tier 3 PBES Gublic sector public be[efit entities
and not-for-profit public benefit entities) which are contajned in the following Standards and
Authoritative Notice.

Tier 3 PBE Accounting Requirements to be Applied by Public Sector Public
Benefit Entities

Accounting Standard
PBE sFR A (PS) Public Benelit Entitt Simple Fo|nat RepofiiDg - Accnql lPublic Sectot)

Authoritative Notice
Public Benefit Entities' Conceptual Frarnewot k

Tier 3 PBE Accounting Requirements to be Applied by Not-For-Profit Public
Benefit Entities

Accounting Standard
PBE SFR A (NI.P) Pllblic Benelit Eiltir\, Sitttple Foruar Reporii)g Accrual (Not For-Prc/i)

Authoritative Notice
Public Bcncl'lt F,ntiti es' C onc ep tua I Ftam etor k
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APPENDIX E

TIER 4 PBE ACCOUNTING REQUIREMENTS TO BE APPLIED BY PUBLIC SECTOR
PUBLIC BENEFIT ENTITIES AND NOT.FOR.PROFIT PUBLIC BENEFIT ENTITIES

This appendL:rlorms ah integral pafi ofXRB A) Application o;f the Accounting Standards Framer'vork.

This appendix lists the Tier 4 Accounting Requirements for Tier 4 PBEs (public sector public benefit
entities and not-fol-profit public benefit e[tities) which are contained in the following Standards.

Tier 4 PBE Accounting Requirements to be Applied by Public Sector Public
Benefit Entities

Accounting Standard
PBE SFR{ (PS) Public Benelit Entit, Simple Format Reporting Cash (Public Seck )

Tier 4 PBE Accounting Requirements to be Applied by Not-For-Profit Public
Benefit Entities

Accounting Standard
PBE SFR C (NFP) Public Benelt Entity Simple Fon at Reparting - Cdsh (Not-Far-ProJit)
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BASIS FOR CONCLUSIONS ON STANDARD XRB AI APPLICATION OF THE

ACCO U NTI NG STA N DAR D5 F RAM EW O RK

This Basb lbr Cont:lLtsions utt:om2toties, hutis atpartaJ,XRB A] APlli&tior aJ tl]e 1t &urti !: St.otd.td.\

Introduction

-BC I . This Basis for Conclusions sumrnariscs thc tsatemal Reporting Board's (rhc Boardl considerations

\\4ten it developed the Accounting Standards Frarrlewolk and ho!v that Frameu ork rvould be effected

tlrrough rhc overarching Standard XRB A I .lppli.uion al the -lccau ting Stdtldadt Franter|o-k.

BC2. Tle Accour)ri g Standerds Fremework was subject to corrsultatioD (irclLrding through discussion and

cons ltatiorl papers and differenl \ersiorls o1 XRB AL) betweell 200!l and 2012. Thc Accou tillg
Standards Frarnework was approved b-v th. Mirlrster ofComDerce in qffl li)ll'and \ai rolledoul
i1l stages. This Standard, XRB A1, rcprcscnts the completion ofall lfe stag.s ofthc roll out.

BCl3. l.egislatlon derenrincs which entities are required, oI that may opt under an enactrnent, to prepare

llnancial smtements in accordance u ith accounring standards issued by lhe External Reporting Board.

This Standard applics to ftose enrities that are snlLrtorily lcqllircd. or rhat opt under an eraclmenl, to

prcpare such tirlancial stateDlents.

I'rvo-sector and multi-tier structure

BC4. The AccounLing Standards Framc\\,ork i: a i\ro-seclor- rnlrlli-tier structurc- rvith dlfl'erent accouuliug

standards or requircmcnts'' applying in eaoh tier lbr eaah sector.

BC5. Tle Board used userrleeds arrd the cosr-bcncfit approach as the prirnarl basls lor developiig lhe

Accou ring Standards Fran ervork. The two-seclor appr'oach was adopted to recognise tire differenr

user-needs in thc lor protit al1d pubLio benefit sectoas. Ihe Boald cor]siddcd dif]'crcnt options to

rcflecr dilferent users and tl)eir inlbrrnation lrecds but dccidcd that d1e t\ro-seoior distinctioI1 $as the

ntost cost eff'ective al1d rellecled the distiDctioll thal had bcen used in 1\ew Zealand lor rnany vears.

Consequently, the dellnitions uscd 10 dill'ercntiale a for-profit erltitl from a public benefit erltit) (PB l- )

relrain unchanged lrom rhat used in the 'old' accountinlt stdndards iranlellorkLo. This Srandard

canies ibnvard the guidancc 1'or dris fu{ose as Appendix l. The Board did decide ro distinguish

betF,ccn public sector PBEs and nol-tbr-prolrr PBLs C{IP PBIs), $ ithin thc PBE scctor, whcrc uscr-

needs deDa[ded such x dislinct]on to Lre made.

BC6 1o operarioualise the cosr-bcnet'ir aspcct. thc Boald dccidcd ro usc a multitiered approaoh in cach

scctor. Ihis was considered an applopriate wa.v to balance the intbrratiorl ncads oi uscl's aad tbc

cosls of r'eporiing fbr drllerent siTed cnrities. In gencral, thc accounting sraDdards that an enrity is

requlred to appl], becornc progrcssivcl.v simplcr as thc cotity lnovcs down dre trers.

llcl. TIe t\l,o-scctor. multi ticred approach also refleots the ne\\'statlrlor'v ll.anciel repor.li.q tiamework

l-1lc ncw statutor), financial reporling liamervolk, amoDgsl other require ]e11ls, ren1o!ed lhe

requileolent lor most sruall and urediLrnr sized for-proilt entities tu prepare gener'al purpose financial

rcpo s (GPFR) and required registered charities to prepare GPFR.

The di.n proposcd Accountins Slandards Fralncrrork $as appro!cd by thc \,Iinislcr ol Con1lncrcc ir accordencc widr dre

requirernenB olfie Fira clalReponireActL99iinAprill0L2:h11rr:r\s$.\rb.sd\r.rzrlN-rrronlriion+rterit.ftes\
Subsequenr to rhe issue olthe x tial.1ccoundng Srandards F1am.\rork. the Board decided l]1 1014 ihat edities applying Tler 1

iudTier2accou.tiLlgrequireinent!inea.hsectorappLyones.rofstarda,dsulllr.edr..ddii.losur..!orti ,! r.q, re,' c.t\
$ilhil tl)at ser ofsrandards
Thc-ild'ac.ounlings|andardslla. nci.,rkisar.icr.nccn)thcaccou.trnsitandard5ianr.r\ork al ras applicable io
reporhgeiilespnorLoIDecemberl01ITIar1ia.lvorkwasnorestablishediornrelltinis;ngledo.umenrnorwas1ra
sratutor] rcquir.ni.nt on thc !r...ding sundards rcttings bo ds that a franceork bc csnblsh.d or do.um..tcd

l(-)
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l'or-prollt sect'or

Tier SltLtctue

BC8. in Lhc for p1ofii sector, there are two tiers ol repoltrrlg| Ticr I and iier 2. Tier L is the detault tier.

Ilowcvcr. ar cntity lhal docs not havo public accounhbilily (as .lclined) and is not large (as defined)
rnay clcct to apply Tier 2. For-prolit Accounting Requlrerllents.

BCg. Earlier vcrsions oIXRB A1 included tu,o interim tiers in rhe lor-profit scctor Tier 3 and Ticr 4.

lhese tiers (and their assocjated accounting standards) \rere designed, under the old accounting
standzuds liamcwork. to cater lo sInall and medium-sized companies (or other tbr-protit enrities).

8C10. Under the [e\.v statutory financiel report]ng Iiamework, the najoritl,,o[ these smali arrd medium-
entities are no longet required to prepare GPFR and thel,efore thcrc u'as no nccd to specifically cater'

lor small and mcdium-sized fo1-profit entities in the Iier Structure. Accordingl],, the accoruting
standards ui the previous fbr-profit Ticr 3 and Tier 4 were withdlawn.

I'ier Ct iteri.t

8C11. The two crileria lor dctcnnining whether a for-prollt e[tity applies Tier i For-proll! Accounting
Requirerlerlts arc 'public acco[ntabiliry" and size. An enlily tha! has pub]ic accountabilily is required
to report in acco(darlce with 'l ier I For-profit Accounting Requirerne[ts. ln additioll. a 'large" t'ol'-

profit public sector entiry is also rcquired to repolI irl eacorda[ce ilirli Tier I Eor-protit Accounting
Requirements

PLtb I ic dcco u n t abi litN

BC I2. The first criterion uscd in this Standard ro deter-inine lvhether an entjty must apply Tier I For-protir
Accounting Reclu ements uses the lnternational Accounting Standards Board's (LASB) det-rnition of
' public accountabiliry-'. This is to ensure that Ne$'Zealand is in iioe with intematioiral practicerr. The

definition is uscd in conjunction $.1t1 a deeming approach to fufiher clarify that some specific entities

are required to apply Ticl I For-profit Accounting Requiremenrs. Tlre deeming approach takcs into
accour)t the \ew Zealand contexl, and rtlos! nolably, the requirements of the Fin:1ncial l\,larkets

Conduct Act 201i. It is intended to supplement the IASB definition rather than to replace it.

B C I 3 . Tn linalisnig rhis S tandard, the B oard rcconsidc rcd, and con fi mr ed, thc appropriatc ncs s o f thc I-\S B

detinition of public accountability as a Ticr I critcrion. Ihe Roard's rcasons for using thc lASB
dcllnltion ofpublic accountabilitli as a definitional device ,,vere:

(a) !o link to the intbrmation nccds ol crisring or potential investors:

(b) to align with what the IASB sees as the grorLp oi cntirics thar operate in the capital nlarker and

lbl which II:RS has bcen developed; and
(.) lo align with Auslralia whioh aLso uses lhe L{SB's definition, plus a deeming approach, as lhe

Iier 1 critcria.

8C1,1. Lntities tlut have public accountabilitv comprise those \\,hich rneet the IASB defirlition and includes

those deemed to have public accountabililv. The Board considercd that entities rot covered by the

deerring provisions rvould need to consider lvhcthcr they arc capttLrcd bv the IASB defillition. This

would require the entit)_ to exercise judliement and intcryret that dcf'rnitior in its orvn context. sinliiar
to the manDcr rlormally required tbr interpreting accounting standards.

At lhe international lelel, entiiies thar do not have public accountabiliq" (as defined by the IASU) are eligible nr use rhe
htenotianal Fnn cidl Rc?ort tB Std dotdl s|ndll dnd Mediutt si.ed L tirteJ (IFRS fo. SMES).

l1
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8C15. ln \ew Zealand, legisiarion requircs rhe 
-l ier Strucrure to take inlo accornt an FN{C reporting enlil}'s

ler.el of pub)ic accountabiLity. The Roard noted ahat FN{(l reporling entilies includc 1[arkct

frrrlciprinr' Lh!rr do r)o1 rrccl th. I \SR's defiririon (ilplrl.lic nc.tLrnlaLilirv Tlre deerring provislons

as they relate to F\1C repofling crrtilics clarit, that ool) FMal r'eporting cntirics collsidered to have a

"higher lcvcl of publio accountabiliry"rr under thc Finaroial i\larkels Conduca .A.ct 2013, or are

designared as havng a higher 1eve1 of public accountabiliiy" b)'lhe llrnancial \4arkcls Authority
(F\44). are deemed to have public accountability (as delined) arld must repoft under'lier 1. Other

for-protlt FN4LI ieponing entjlies considercd oor to have a ' higher level ol public accoulrtabillt-v 
- 
ma)'

report undcrTier2. Generally. I]MC repofting.ntitics considered to have a hlgher level ofpublic
accounrability'' also mcct thc IASB's definitiorl ol public accountabilit) and FNIC repofing entities

considered.ot to -have a higher leveL of public accountabiliry" ale unlikely to meet the IASB's

delinltior ofpublic accountability. hl rnost ilrstarrces. thc dcel]rillg approach means the h\\'andior'the
FN4A will dctcnnlne \.\'hioh F\4C reporring entities havc a "hlghcr ler,el olpublic accountabiLity" ancl

rrtlst appL], Tier I Ior-proli! AccoLrnrjng Requircmcnts. The tsoard col1sider tha! jl is appro]rriate LIlal

all othcr cntiiies that meet lhe IASB's putrllc ac.ountability dehnition irppll lier i I'or1roliL
A.coLrnting Requirenlents because tb is rs consistcnt *,r11\ llre leporting requirements of sirnilar ertities
internationally.

IlCl6. Thc Board also consider haDnonisation \l,ith Arlstra]ia to be a particularly impo aDl facror ia

eslalrhshi g thc lor profir tier tiameNork gi\,en the Govcmmcnt's policyrr a d lhe nunlher oi for-
piolir cntitics wirh trans-Tainan repofting obligatiolis. Tlcrclbrc. thc Board consider it desirable that

thcrc bc a high de!:ree ofconsistency bet\!een the lbr-profit ticr structurc (and thc rclated accounring

standards) iir \crv Zealand and Australia- Use of public accolrntabi|r-v as thc primary fbr prollt
cr'ilcriol1 together \\.ith a deemirg approach is broadly consistcnt \\ ith thc approaoh used in Australia.

in ,\uslralia all entities neeting thc public accountability del-nition r'epo rLnder Tier 1 and certal

additional entjties have been deem.d to bc in tier 1. The deeming epproach in Nerv Zealand in

rclation to FNIC repofiing entities that are considered to havc a "higher 1er,el ofpublic accountabillly",

and application of the L4.SB's pLlblic accountabilit) dcfinition ro other entities, meal1s New Zealand

for-prolir entitlcs rcquircd to bc in Tier I are therelore broadLy consistenr wlth inlemarional cntitics

that havc public accountabilill and witli Tier 1 entiries in Aushalia.

BClll. lhe lloard notcd rhat rhc L.\SB dehnition ofpublic accountabilily is neno$er than thc morc gclcric
ienn publicly accountabl.', particularly as it rs oonnnonly used nr tlre PIIE co text Tlre Standard

lncludcs eramplcs illustratitlg the application ol public accormtability (as dcfincd) frrr public sector

PBES a d NFP PB Es.

Si:e "Ldt',r."

BClS. Tlre sccond criterion used in rhis Standaldlo deternrinc uhcthcr an eDtity nlust apply lier l loa-plolll
AccorLlrting Requilelnenrs is a size-based olirerion. It is used to determir)e \.\'hether a fbl{rofit public

sector entil) js "large". Thc sizc crilcriou is based o[ expenses, wilh 530 mlLLion as the thrclhold, 10

dctlnc a large for-p|ofit public seoror entity. lhe Board has uscd drc sanle ihreshold of$30 rnillion
e\pcnscsthatlsusedtodeterminealargei'BEinthel)Bllseclortocn<urc!nrslstcrrcrccrossi(crL)r\
and ro prclcnt a public seclor entity arbitraging across lhe lwo s.ctors.

ActaLol tjtlg Stotldards

Ball9. ln tbe lbr-pr-oilt sector-, the Boald considered drat t'acilitaiing enlities appl)ing l'ier I For-profir

Accounrirlg Requirements to be able to assefi conlpliaDce v,,ith International l,'inarcial Repofiirlg

StaDdarals (lt'RS) conlrnucs to b. in Nc*,Z.aland's bcsr ecorlo iciterests. It results in ctrmparable

CiPl'R for for protlt entities, especiail] those operatins in the global financial markels. It is imponant

Urderrhe Fmal)cid l\4!,kels ConductAct 1011.IVC reportins $ririei \1idr c*higher lerelolpnblic accau lxbllitl" r cLude

rssu.rs of equitl secuirie5 or,t.br s.curirl,is undcr r r.gulatd .,ii.ri n)xragers oI regisrered iclremes (in res!3c! of financial
stricnr.nn ola \.lr.n. or lund)i liskd iisuersi regislered b lks; liceNed irNLr!ersi credir uniors ard buildnl: societies Lr
addition. the I'N1A. y. by nolrc., sp.crll rhar .ln eriny (or a grDup ol .ruiri.s) is corsidelt,l 1o ha!c a lrighcr lcvcl ofprbli.
xcc.untabillry or nor lo hale a higher le\ el oI!ubiic accounEbilrr), thr other F\'IC reporlilg enlirLes.
Th. Singl. [cononic ]'larkel Ortco esFran\euoLkagreedb],Ih:NesZealardand\uslralia.Go\ern'nenisi.Augud1009
incL' rs a specltic leciioir on finan.ial r.]]orli.g lhs Otri.oDr.s ham.work Smtcn.nls ir. avril^bl. xt:

!!t_l,.:lI\ (.h..hi\..,,
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BC21.

BC22

8C23.

tsc21

PBE sector tiers

for intemaLional compelitiveoess lor New Zcaland reporting entities to be able to asscfl compliance

with the inicrnaiional standards.

llr ordcr l'or Ne\! Zeaiand rcporlillg cntities to be rblc lo as!cri cornpliallcc wrdr l!RS, lFllS as rssued

by the IASB has to be applicd. Thc Ticr 1 For-profit Accounting Requircmcnts are contai[ed h thc

accounting standards knowr as NZ lIRS. \.vhich are converged with IFRS. Hower'er, thcy also include

domestic stardards appropriatc for Ncw Zcaland, whioh do not allect a lor-proit entity's ability to

assefi compliance with IIRS. This approach allows entities to assen col11pliance witl iFRS whilc still
providing a vehicle ior addressins New Zealand-specific issucs.

Ticl 1 For profit ,^.ccounting Rcquircmcnts arc also harmonised, as appropliaie, wjth Ausrrelia.

The objective for Tier 2 is to have accounting requirel1lents ihat result in rcduced preparation cosls to

balance the costs and benefils. Tier 2 Ior-prolit Accounting Requiemcnts have the same lecogniriorl

and measurenent requirements as Tier I Accouiting Requirenents but wrth disclosure concessions

(i.e. a redLrced disclosure regime (RDR)).

Tier 2 lor-prol-rt ,^cco uflting RequireDents are also har orised $ith Austra]ia.

The tsoard der-ided on the RDR approach because it retains the samc rccognition and rneasuremeDt

requirenlents as Iier I For pro tii -{ccounting Requirel11enls. The adv antages o f thi s incltde:

. plcparers and uscrs in thc for-profit-secbr need to be familiar !vi!h only one set ofrccogaition
and measur'enent r'equirements which are applied in both tiers;

. the comparability of financial infonrlation betweeD tiers is enhancedl

. thc preparotion of consolidatcd tinancial statcnents \r'hele a group con1plises entities ir1 bodl

tiers rs simplifiedt and

. the movement ol entities between tiers is easiel and lcss costly-

Adopting an RDR approach that is comrnon with Australia also enhances harnonisation with
Australia because it reduces compliance costs for eltities with taans-Tasrnen lepolting obligations

that apply rhose requirenlents. This is an impofiant .onsidcration in the for profit sector.

BC25.

Motig bei^,'een tiets

BC2'7.

Where an entity has public accountability al ary ti e duling a reporimg period, it musl appllr Ticr I

For profit Accounting Requircnlents for the reporling period du ng which lt has public

accountability- Illis is to ensure ihat users' infonnation needs of at1 entity with pllblic accouniahility

continue to be inet for the pcriod during which the entity has public accountabilily. This is also

consistent wilh financial nlarkets conduct law.

A tbr-profit pubiic sector erltity that no louger lneets the Tier I size criterion (becausc iL is no longer

Iarge) uray apply Tier 2 For-profit Accourlting Requiremcnts lbr the roportilg pcriod in rvhich it is no

longcr 1argc. This is to allou,thc cntit),to takc advantage ofihe disclosure corrcessii:rns iD I'ier 2lor-
profit Accounti g RcqLlircnlcnts as sooll as it is no longer large to reduce its costs of reportlng.

However. a for-profit public sector entity that meets the 'I ier I size critelion (ber-ause il is now largc)

n1ay coiltiiluc to apply Ticr 2 For-profit Accounti g Rcquircmcnts lbr the repoding periorl in u.hich

it bccornes 1arge. This a11ows the entity tilre to plepare ro repofi an-v additional disciosures required

by Iier 1 lor-profit AccountiDg I{equirements.

In d1e I'BE sector, there are lbur liers ofreporti g. Tier 1is the defaulr ticr lbr all PBEs. Horvever,

erltities that arc not Large (as dehned) and do not have publio accountability (as delined) nray elcct to

appl, thc requirenrcnls of anothcr ticr ifthcy mcet ihe criteria lor that tier.

h the PBE sector. the main determinant ol the tiers is size, based on cxpcnses. The Boarcl dei::ided on

establishing four tiers in the PBL sector because there is a significanl variation in dre size of PBEs

dlat are required to prepare GP[-R. The use of foul tiers allowed the Board to beter reflect cosls and

bcnefits across diffel ent entity sizes. Moreover, Tier.1 was necessar-y to catcr for not-tbr-profit ertiiies
l3
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Ilc26.

8C28,



BC3O,

ltc31.

and public sector PBEs \\hic]r. undcr tl'rcir governing legislatior, are no! a specified rot-lor1)rofit
erti!!j'arrd are thcleforc penritted to prepare dreir GPFR usi g non-CAAP. cash-based standards

issLrsd l,v $e F.rtenral Renorrir:: Roerd

The Tier 1 crileria in the PBE sector usc a sizc thrcshold of $30 nrilliotl cxpcnscs. Ilorvever', consisLent

\.vith the for profit sector, the l_icr I critcria in thc PBB scctor also usc public accourrtabilitv (as

definecl). The Board decided that the salne definrlion ofpublic accountability and the same size criteria

shouid be used across both the PBE a1,Id lo1-prolit sectors to ensure cor'isisle]1cJ across rhe who]c

Accounting Standards lramework fol detenni ing Trer L This is designed ro ensLue that rhe san]e

lcvcl olticr lequiremems applics to public scctor cntitics rcgardlcss of\rhether they ere desisnated as

a for-profir cntit_v or a PBE to plcvcnt inappropriate incentiv.s on an entity to define itseli as a lor-
prolit entily oI a PBF- in older to be able !o elect to repon ia a Lower'tier.

'l'he Board decided to rLse S30 rnillirrn and 52 million as the size threshoLds for Iier 2 and TicrS
rcspcctivcl]'aftcr considcring costs and bcnefiis. Th. Board also notcd that Sl0 millior Ievenue is

used as the definition of iarge i legirlation. The Boxrd prel'els expenses as the .r'iterion to define
cntity size tbr PBEs becausc ir is considcrcd a lllorc appropriarc pr-ory for-cost and bcnellt in !he PEII
context. PBll linanclrl perlbnnance is tpioally driven by expenses r:ather than Ievenue. As such,

c pcnscs al'c considcl'cd morc l'cfleciivc of thc underl!ing activit), ol PBEs.

Ll the PBE sector, the Roald considered $hether expenses should include oI ercludc grar!ts rnl1de b\
thlr PBE. Tllc Board decidcd that expenses should irrclude gla.ts rrade by the PBI]. as these call

represent a significant item ol expense and excluding them could understate lhe size of the PBE.

The Board u ill keep under revieu, all size-based tiel criieria and adjust dre sizc thlcsholds lor i llatioil
periodically.

BC32,

BC33,

BC36,

A.cau Litlg Sldl1dat'd\

Tiet l
BC31. lier 1 l'BE .,\ccounting Requirements are contained h l)BE Staorlards *4rich are primaril)'based on

Intemalional Public Sector Aocourlting Standards (lISASs) issued by the Internalional PubLic Sector

Accounting Standards tsoard (IPSASB). l he Boald considered that IPSAS prolide a b.ltcr basls tbr
PIIE reporling tharl do IIIRS because they- are developed for PIJI- LNers, noldbl) ser\ioe recipielts as

$cll as a \ridcr group ol resource providcrs, whcrcas IFRS is developcd pdmarll-v tbr uscrs in capital

]1larkets.

8C35. PBE Standards use IPSASS as their baserr, but ale nrodified tbr an) r.-c.Snrron. rrr-aqur'(-nrerr Lrr

disclosurc mattcrs that arc considcrcd to bc inappropriate in the New Zealalld conterit or irconsistcnt
widr cure t \ew Zealand practrcc. Tle IPSASs arc also rnodificd io make drcn rclcvant, applicable
a d u dcrstandaLlc to not for protit sector preparers and users. The Board colsidered that this is

necessar),bccausc thc IPSASB has dcrclopcd IPSASs fbr public sccior cntitics. Somc nrodilicaLion

is desirable to enhance their uselulness ur the Dol-for-profit conte\!. PBE Stanclarcls also include solne

shndalds based or) IFRSS issued b"v the TASB and dolnestic standards applopiare lor Nerv Zeala[d
io addr-ess topics ot covered in a -v TPSAS.

Tier )

Tier 2 PBI Accouirirg Requir'etrents hare the sarue recognrlion and measrLrenrent rcquircmeni. rs
Tier 1 PBE ,\ccounting Requilements but with disciosure concessions. Thc Board co sidered lhat
this approach js co.sistcnt $,ith rhe Tier 2 For-prolit Accounlilg Recluirements alld that the same

advantages appl) (see BC2.+).

Tier 3

BCii. The Board decided that Tier ll PBE .Accountin! Rerluiremerts should bc bascd ol a sirnple t'onrat
rcpofting approach. fhis approprialcl-v rcflccis thc small sizc and reduced level oi expertrse wilhin
many entiaies in this tier as well as the needs ol the users of tllese entities. I11 broad telms, the

recogrlition a[d neas rement requireDlents applying ro thc silnplc lbnnat rcporting are si]nilar to

rr The \ev Zealand Accounting Standards Board is req'rired 1lr apply r. -/,alict 1rur.nth b Dt.rlo?nry PEE \to lnrd\ it1
issuing an]- PDI Siandrrds: http: *ww.1rb.!:o!1.nTlwh\-r.porrpolicv-!raLc cnc'
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those applying in Ticr 1 (although there are some simplilications), but there are sigtrificant
presentation and disclosure simplifi cations.

l here are lwo slandards it i ier 3 PBE Accolrnting Rcquirenlents, one tbr public seotof PBUS a d

one for NFP PBES. This is to rcflect the different user-needs within these two PBE sub-sectors.

Each standard comprises a single document allowing an entity to report in accordance with a sirnple

fofl'nat approach, using accrual accountillg. Each standard is accompanied by an Explanatory Guide

containiflg optional templates and guida[ce notes to assist endties to apply the standard'

Tier 4

8C39. The Board decided that Tier 4 PBE Accounting Requiemenls should also use a simple format

reporting approach, but that it should be even simpler than the Tier 3 requirements as Tier 4 entities

are very small. Co4sistent with legislation, Tier 4 PBE Accounting RequireDetrts comprise non-

CAAP sta[dards.

8C40. Therc are two sta[dards in the PBE Tier 4 PBE Accounting Requiremeots, one forpublic sectorPBES

and one for NIP PBES. Eacb standard comprises a single document allowing an e[tity to report in

accordance with a simple format approach, using cash accounting Each standard is accompaded by

an Expla.natory Guide containing optional templates and guidance notes to assist entities to apply tlre

Standard.

Moving bet'reen Tien

BC4L wlere an entity has public accoufability at any time during a reporting period, it must apply Tier 1

?BE Accounting RequiremenB for the reporting period in which it has public accountability. This is

to ensure that userc' infomation needs ofan entity with public accountability continue to be met for
the period during which the entity has public accountability- This is also consistent with secuities

law.

8C42. Where a PBE meets therelevant sjze criteria and is requiied to apply the relevant accounting standards

ofa higher tier, the Board decided that the entity should be permitted to continue to apply the relevant

accountilg standards ofthe lower tier for at least one more reporting period. This is to allow dre PBE

time to prepare to reportunder a highertier. However, where an entityno longer meets the size criteria

to apply the relevalt accounting standards of a higher tier, it [ray apply the relevant accounting

slandards of the lower tier immediately to reduce its costs ofreportilg.
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