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Reference to the Conceptual Framework  

Issued June 2020 

This Standard was issued on 25 June 2020 by the New Zealand Accounting Standards Board of the External 

Reporting Board pursuant to section 12(a) of the Financial Reporting Act 2013.   

This Standard is a disallowable instrument for the purposes of the Legislation Act 2012, and pursuant to section 27(1) 

of the Financial Reporting Act 2013 takes effect on 23 July 2020. 

Reporting entities that are subject to this Standard are required to apply it in accordance with the effective date set out 

in Part D. 

In finalising this Standard, the New Zealand Accounting Standards Board has carried out appropriate consultation in 

accordance with section 22(1) of the Financial Reporting Act 2013. 

This Tier 1 and Tier 2 For-profit Accounting Standard is based on amendments issued by the International 

Accounting Standards Board to update IFRS 3 Business Combinations by replacing a reference to an older conceptual 

framework with a reference to the most recent conceptual framework. 
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COPYRIGHT 

© External Reporting Board (XRB) 2020 

This XRB standard contains International Financial Reporting Standards (IFRS®) Foundation copyright material. 

Reproduction within New Zealand in unaltered form (retaining this notice) is permitted for personal and 

non-commercial use subject to the inclusion of an acknowledgement of the source.  

Requests and enquiries concerning reproduction and rights for commercial purposes within New Zealand should be 

addressed to the Chief Executive, External Reporting Board at the following email address: enquiries@xrb.govt.nz 

and the IFRS Foundation at the following email address: permissions@ifrs.org 

All existing rights (including copyrights) in this material outside of New Zealand are reserved by the IFRS 

Foundation. Further information and requests for authorisation to reproduce for commercial purposes outside 

New Zealand should be addressed to the IFRS Foundation. 

ISBN: 978-0-947505-81-3 

Copyright 

IFRS Standards are issued by the  

International Accounting Standards Board  

Columbus Building, 7 Westferry Circus, Canary Wharf, London, E14 4HD, United Kingdom.  

Tel: +44 (0)20 7246 6410  

Email: info@ifrs.org Web: www.ifrs.org  

Copyright © International Financial Reporting Standards Foundation All rights reserved.  

Reproduced and distributed by the External Reporting Board with the permission of the IFRS Foundation.  

This English language version of the IFRS Standards is the copyright of the IFRS Foundation.  

1.  The IFRS Foundation grants users of the English language version of IFRS Standards (Users) the permission to 

reproduce the IFRS Standards for  

(i)  the User’s Professional Use, or  

(ii)  private study and education. 

Professional Use: means use of the English language version of the IFRS Standards in the User’s professional 

capacity in connection with the business of providing accounting services for the purpose of application of IFRS 

Standards for preparation of financial statements and/or financial statement analysis to the User’s clients or to 

the business in which the User is engaged as an accountant.  

 For the avoidance of doubt, the abovementioned usage does not include any kind of activities that make 

(commercial) use of the IFRS Standards other than direct or indirect application of IFRS Standards, such as but 

not limited to commercial seminars, conferences, commercial training or similar events.  

2.  For any application that falls outside Professional Use, Users shall be obliged to contact the IFRS Foundation 

for a separate individual licence under terms and conditions to be mutually agreed.  

3.  Except as otherwise expressly permitted in this notice, Users shall not, without prior written permission of the 

Foundation have the right to license, sublicense, transmit, transfer, sell, rent, or otherwise distribute any portion 

of the IFRS Standards to third parties in any form or by any means, whether electronic, mechanical or otherwise 

either currently known or yet to be invented.  

4.  Users are not permitted to modify or make alterations, additions or amendments to or create any derivative 

works, save as otherwise expressly permitted in this notice.  

5.  Commercial reproduction and use rights are strictly prohibited.  For further information please contact the IFRS 

Foundation at permissions@ifrs.org. 
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The authoritative text of IFRS Standards is that issued by the International Accounting Standards Board in the English 

language. Copies may be obtained from the IFRS Foundation’s Publications Department.  

Please address publication and copyright matters in English to:  

IFRS Foundation Publications Department  

Columbus Building, 7 Westferry Circus, Canary Wharf, London, E14 4HD, United Kingdom.  

Tel: +44 (0)20 7246 6410 Fax: +44 (0)20 7246 6411  

Email: publications@ifrs.org Web: www.ifrs.org  

Trade Marks 

 

 

The IFRS Foundation logo, the IASB logo, the IFRS for SMEs logo, the “Hexagon Device”, “IFRS Foundation”, 

“eIFRS”, “IAS”, “IASB”, “IFRS for SMEs”, “IASs”, “IFRS”, “IFRSs”, “International Accounting Standards” and 

“International Financial Reporting Standards”, “IFRIC” and “SIC” are Trade Marks of the IFRS Foundation.  

Disclaimer 

The authoritative text of the IFRS Standards is reproduced and distributed by the External Reporting Board in respect 

of their application in New Zealand. The International Accounting Standards Board, the Foundation, the authors and 

the publishers do not accept responsibility for loss caused to any person who acts or refrains from acting in reliance 

on the material in this publication, whether such loss is caused by negligence or otherwise. 
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AMENDMENTS TO THE IASB BASIS FOR CONCLUSIONS ON IFRS 3 BUSINESS COMBINATIONS  
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Part A – Introduction 

 

This Standard sets out amendments to update NZ IFRS 3 Business Combinations by replacing a reference to an older 

conceptual framework with a reference to the most recent conceptual framework. Tier 2 entities are required to 

comply with all the requirements in this Standard.  

 

Part B – Scope  

 

This Standard applies to Tier 1 and Tier 2 for-profit entities. 

 

Part C – Amendments to NZ IFRS 3 Business Combinations 

Paragraph 11 is amended and the footnote to the New Zealand Equivalent to the IASB Framework for the 
Preparation and Presentation of Financial Statements in paragraph 11 is deleted. Paragraphs 14, 21, 22 and 23 
are amended and paragraphs 21A, 21B, 21C, 23A and 64Q are added. A heading is added above 
paragraph 21A and the headings below paragraph 21 and above paragraph 22 are amended. New text is 
underlined and deleted text is struck through. Paragraph 10 is unamended but is included for ease of reference. 

 

The acquisition method 

 ... 

Recognising and measuring the identifiable assets acquired, the 
liabilities assumed and any non-controlling interest in the 
acquiree 

Recognition principle 

10 As of the acquisition date, the acquirer shall recognise, separately from goodwill, the identifiable 

assets acquired, the liabilities assumed and any non-controlling interest in the acquiree. Recognition 

of identifiable assets acquired and liabilities assumed is subject to the conditions specified in 

paragraphs 11 and 12. 

Recognition conditions 

11 To qualify for recognition as part of applying the acquisition method, the identifiable assets acquired and 

liabilities assumed must meet the definitions of assets and liabilities in the New Zealand Equivalent to the 

IASB Framework for the Preparation and Presentation of Financial Statements* Conceptual Framework 

for Financial Reporting (2018 NZ Conceptual Framework) at the acquisition date. For example, costs the 

acquirer expects but is not obliged to incur in the future to effect its plan to exit an activity of an acquiree or 

to terminate the employment of or relocate an acquiree’s employees are not liabilities at the acquisition 

date. Therefore, the acquirer does not recognise those costs as part of applying the acquisition method. 

Instead, the acquirer recognises those costs in its post-combination financial statements in accordance with 

other NZ IFRSs.  

* For this Standard, acquirers are required to apply the definitions of an asset and a liability and supporting guidance which 

were in the New Zealand Equivalent to the IASB Framework for the Preparation and Presentation of Financial 
Statements rather than the New Zealand Equivalent to the IASB Conceptual Framework for Financial Reporting issued in 

2018 (2018 NZ Conceptual Framework). These definitions of assets and liabilities and supporting guidance were 

incorporated in Chapter 4 of the New Zealand Equivalent to the IASB Conceptual Framework for Financial Reporting 
2010. 
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... 

14 Paragraphs B31–B40 provide guidance on recognising intangible assets. Paragraphs 2221A–28B specify 

the types of identifiable assets and liabilities that include items for which this IFRS provides limited 

exceptions to the recognition principle and conditions. 

 ... 

Exceptions to the recognition or measurement principles 

21 This NZ IFRS provides limited exceptions to its recognition and measurement principles. 

Paragraphs 2221A–31A specify both the particular items for which exceptions are provided and the nature 

of those exceptions. The acquirer shall account for those items by applying the requirements in 

paragraphs 2221A–31A, which will result in some items being: 

(a) recognised either by applying recognition conditions in addition to those in paragraphs 11 and 12 

or by applying the requirements of other NZ IFRSs, with results that differ from applying the 

recognition principle and conditions. 

(b) measured at an amount other than their acquisition‑date fair values. 

Exception Exceptions to the recognition principle 

Liabilities and contingent liabilities within the scope of NZ IAS 37 or NZ IFRIC 21 

21A Paragraph 21B applies to liabilities and contingent liabilities that would be within the scope of NZ IAS 37 

Provisions, Contingent Liabilities and Contingent Assets or NZ IFRIC 21 Levies if they were incurred 

separately rather than assumed in a business combination. 

21B The 2018 NZ Conceptual Framework defines a liability as ‘a present obligation of the entity to transfer an 

economic resource as a result of past events’. For a provision or contingent liability that would be within 

the scope of NZ IAS 37, the acquirer shall apply paragraphs 15–22 of NZ IAS 37 to determine whether at 

the acquisition date a present obligation exists as a result of past events. For a levy that would be within the 

scope of NZ IFRIC 21, the acquirer shall apply NZ IFRIC 21 to determine whether the obligating event that 

gives rise to a liability to pay the levy has occurred by the acquisition date. 

21C A present obligation identified in accordance with paragraph 21B might meet the definition of a contingent 

liability set out in paragraph 22(b). If so, paragraph 23 applies to that contingent liability. 

Contingent liabilities and contingent assets 

22 NZ IAS 37 Provisions, Contingent Liabilities and Contingent Assets defines a contingent liability as:   

(a) a possible obligation that arises from past events and whose existence will be confirmed only by 

the occurrence or non-occurrence of one or more uncertain future events not wholly within the 

control of the entity; or 

(b) a present obligation that arises from past events but is not recognised because:   

(i) it is not probable that an outflow of resources embodying economic benefits will be 

required to settle the obligation; or 

(ii) the amount of the obligation cannot be measured with sufficient reliability. 

23 The requirements in NZ IAS 37 do not apply in determining which contingent liabilities to recognise as of 

the acquisition date. Instead, the The acquirer shall recognise as of the acquisition date a contingent liability 

assumed in a business combination if it is a present obligation that arises from past events and its fair value 

can be measured reliably. Therefore, contrary to paragraphs 14(b), 23, 27, 29 and 30 of NZ IAS 37, the 

acquirer recognises a contingent liability assumed in a business combination at the acquisition date even if 

it is not probable that an outflow of resources embodying economic benefits will be required to settle the 

obligation. Paragraph 56 of this NZ IFRS provides guidance on the subsequent accounting for contingent 

liabilities. 

23A NZ IAS 37 defines a contingent asset as ‘a possible asset that arises from past events and whose existence 

will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not 

wholly within the control of the entity’. The acquirer shall not recognise a contingent asset at the 

acquisition date. 

 ... 
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Effective date and transition 

Effective date  

 ... 

64Q Reference to the Conceptual Framework, issued in June 2020, amended paragraphs 11, 14, 21, 22 and 23 

and added paragraphs 21A, 21B, 21C and 23A. An entity shall apply those amendments to business 

combinations for which the acquisition date is on or after the beginning of the first annual reporting period 

beginning on or after 1 January 2022. Earlier application is permitted if at the same time or earlier an entity 

also applies all the amendments made by Amendments to References to the Conceptual Framework in 

NZ IFRS, issued in May 2018. 

 

 

Part D – Effective Date 

This Standard shall be applied to business combinations for which the acquisition date is on or after the beginning of 

the first annual reporting period beginning on or after 1 January 2022. Earlier application is permitted if at the same 

time or earlier an entity also applies all the amendments made by Amendments to References to the Conceptual 

Framework in NZ IFRS, issued in May 2018. 

 


