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The Accounting Sandards Review Board (the Board) has approved FRS-33:
Disclosure of Information by Financial Intitutions, for the purposes of the Financial
Reporting Act 1993, to apply to all reporting entities, the Crown and all departments,

Offices of Parliament and Crown entities (each of which is defined in the Act).

The Board has also approved this Sandard to apply to local authorities
(as defined in the Act) from 1 July 1998.

1 INTRODUCTION

COMMENTARY

1.1 This Standard deals with disclosures in the gémeirpose financial reports
of financial institutions.

1.2 Financial institutions represent a significand influential sector of economic
activity. Most individuals and organisations malee of financial institutions, for
example, as depositors, borrowers, investors, ousass of payments services.
Hence, besides shareholders and ordinary creditoese is considerable interest
among a wide range of other parties in the perfoomafinancial position, and
financing and investing activities of financial fitstions, particularly their
solvency and the relative degree of risk attaclantpeir different activities. For a
financial institution, risk is related to the asseind liabilities recognised in its
statement of financial position, off-balance shetivity and the manner in which
the business is managed.

1.3 A financial institution is exposed to varioupés of risk, such as risk arising
from counterparty failure, funding and asset cotre¢ions, interest rate movements,
changes in other market prices, and from an irtatdi meet obligations as they fall
due (liquidity risk). Other entities have exposu@shese risks as well, to varying
degrees. However, for financial institutions the niagle of those risks is
generally greater. As financial institutions arscagienerally more highly geared
than other commercial entities, their capacity bsab losses arising from such
risks is not as great as other entities. The dipeis and thus the accounting and
reporting requirements, of financial institution® alifferent from those of other
commercial enterprises.

1.4 Financial reporting standards are paragraphslihtype-face in this Standard.
Where appropriate, interpretative commentary pagags in plain type-face follow
the financial reporting standards.

2 APPLICATION

STANDARD

2.1 This Standard applies to the general purposerfancial reports of all
entities that are financial institutions except for interim general purpose
financial reports. However, this Standard also aplies to half year reports
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that are prepared by registered banks in accordanceith reporting requirements
established by the Reserve Bank of New Zealand.

COMMENTARY

2.2 This standard applies to group financial repdfrtthe group is a financial
institution (refer paragraph 4.16).

2.3 Where the activities of a financial institutiosuch as a friendly society,

include life insurance activities, the financiaktitution is encouraged to adopt
appropriate accounting practice with regard to tleasarement and disclosure of
information relating to its life insurance actieii, to the extent such accounting
practice does not conflict with the requirementthdd Standard.

STANDARD

2.4 The financial reporting standards set out in tis Standard shall apply to
all financial reports where such application is of raterial consequence. A
statement, fact, or item is material if it is of sah a nature or amount that its
disclosure, or the method of treating it, given ful consideration of the
circumstances applying at the time the financial ngort is completed, is likely to
influence the users of the financial reports in maikg decisions or assessments.

2.5 Where a financial institution prepares generapurpose financial reports,
they shall be prepared in conformity with New Zealad financial reporting

standards. In the event of a conflict between thdisclosure requirements of
this Standard and the disclosure requirements contaed in other financial

reporting standards, the provisions of this Standad shall prevail.

2.6 This Standard applies to general purpose finafmal reports covering
periods commencing on or after 1 April 1997.

3 STATEMENT OF PURPOSE

COMMENTARY

3.1 The purpose of this Standard is to prescrib@muim standards of disclosure
for financial institutions. Financial institutiongse differing methods for the
recognition and measurement of items in their fow@n statements. While
standardisation of these methods is desirabkebieyond the scope of this Standard.

4 DEFINITIONS

STANDARD
The following terms are used in this Standard witithese meanings:

4.1 *“Asset acquired through the enforcement of secity” is any asset which
is legally owned as the result of enforcing securityother than a building
occupied by the financial institution.
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COMMENTARY

4.2 Where a financial institution assumes ownersfiign asset in settlement of
all or part of a debt, that asset is regarded assset acquired through the
enforcement of security provided that the assetisa building occupied by the
financial institution. Buildings acquired througie enforcement of security, but
occupied by the financial institution, are regardesl fixed assets and are not
included in this definition. An asset acquired tigh the enforcement of security
must be owned outright, and accordingly does noludec “mortgagee in
possession” assets. In most cases, assets acdquicedih the enforcement of
security consist of land and buildings not occupiad a financial institution
(known as “real estate assets acquired throughrtf@eement of security”), but
other types of assets may also be acquired threagtrity enforcement, such as
motor vehicles, and plant and machinery.

STANDARD

4.3 A “class” of assets or liabilities is a categorgf assets or liabilities which
has a similar nature or function in the operationsof the reporting entity.

4.4 “Commodity instrument” is any contract that provides for settlement
only by receipt or delivery of a physical asset.

4.5 A *“contract” includes any agreement, commitmentor obligation.
4.6 “Counterparty” is any other party to a contract with the entity reporting.

4.7 “Credit exposure” is the amount of the maximum d¢ss that a party to a
contract could incur as a result of the counterpary to that contract failing to
discharge its obligations.

COMMENTARY

4.8 This Standard requires disclosure of recognimed unrecognised credit
exposures arising from contracts of both a findno&ure and a non-financial
nature. The types of contracts on which a credibeure can be incurred include:
a receivable, an irrevocable commitment to lend poovide other financial

services, an unrecognised liability, and a mark&tted contract. Market-related
contracts include futures, forwards, swaps and optio purchase or sell foreign
exchange, interest rate or equity instruments, amnroodities such as precious
metals, wool and other physical assets. The ceeglibsure on both recognised
and unrecognised market-related contracts is teeataeplacing those contracts.

STANDARD

4.9 “Credit exposure to an individual counterparty a group of closely
related counterparties” is the amount of the maximm loss that could be
incurred under all contracts with that counterparty or group of closely related
counterparties in the event of those counterpartiesailing to discharge their
obligations.

2-384



FRS-33

4.10 “Credit risk” is the risk of loss arising from one party to a contract
failing to discharge its obligations under that cotract.

4.11 “Currency risk” is the risk that the value of a financial instrument will
fluctuate due to changes in foreign exchange rates.

4.12 “Equity” is the residual interest in the asset of the entity after deduction
of its liabilities.

4.13 An “equity instrument” is any contract that evidences a residual interest
in the assets of an entity after deducting all ofs liabilities, but does not include
the following financial instruments:

(8 investments in subsidiaries, in-substance subgiries and associates;
(b) investments in partnerships and joint ventures.

4.14 “Fair value” is the amount for which an assetould be exchanged, or a
liability settled, between knowledgeable, willing prties in an arm’s length
transaction.

4.15 “Financial asset” is any asset that is:

(@ cash;
(b) a contractual right to receive cash or anothefinancial asset from another
entity;

(c) a contractual right to exchange other financiainstruments with another
entity under conditions that are potentially favourable; or

(d) an equity instrument of another entity.

4.16 “Financial institution” is any entity whose principal activity is to obtain
funds with the objective of lending or investing infinancial assets other than
equity instruments, but excluding:

(&) entities which are wholly funded and controlledby a related party or
parties and which do not engage in activities thagive rise to material
unrecognised financial liabilities with counterparties which are not related
parties; or

(b) general insurers, life insurers, and superannu#n schemes.

COMMENTARY

4.17 Financial institutions are traditionally iddied as those entities which
accept funds from individuals and organisations wlih objective of lending the
funds obtained to other parties, or otherwise inmgshe funds, so as to generate
returns to the entity. Banks, building societiegdit unions, finance companies,
money market dealers, and merchant banks are typi@mples of financial
institutions as defined in paragraph 4.16.

4.18 The term “obtaining funds” includes within theope of funding activities
investment securities issued by unit trusts anerothanaged funds, as well as
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equity instruments that represent in-substance siepsuch as shares issued by
building societies and credit unions (shares issmethese entities are normally
fixed in amount, and redeemable on demand at ttieropf the holder).

4.19 The definition also includes other types ofites which are broadly
involved in financial intermediation. For examplentities which undertake a
primary function of borrowing funds for on-lending telated parties with the
ultimate objective of reducing the cost of borrowfogthose entities. This means
that intra-group financiers are normally regardesl financial institutions.
However, entities which are wholly funded (excludirage creditors in the normal
course of business) and controlled by related ggire not financial institutions
unless such entities have material unrecognisexthéiml liabilities with unrelated
counterparties.

4.20 The definition of financial institution refets investment in financial assets,
but excludes investment in the equity instrumeffitstioer entities. Financial assets
comprise a wide range of assets, including loans ahdnces, investments in
securities, and unrecognised assets relating &mdial contracts. This means that
entities such as unit trusts whose principal ativé to undertake mortgage
lending, or to manage cash, are covered by theesebthe definition. However,
entities which raise funds principally for investrh@nphysical assets, such as real
estate or plant and equipment, or for exploratiopr@duction activities, are not
financial institutions.

4.21 Entities which invest principally in equity tngments are not regarded as
financial institutions. Disclosures required bystlf8tandard because they are of
particular relevance to financial institutions, Bws disclosures concerning interest
rate risk and impaired asset disclosures, aressf $ggnificance to entities which
invest principally in equity instruments. This apgch means that entities which
hold shares in related entities as their princamlvity, as well as entities which
principally invest in or trade equity instrumengése not financial institutions for
the purpose of this Standard.

4.22 Certain types of entities are specificallyrapged from the coverage of this
Standard. Superannuation schemes are exemptedseeorting requirements
for those entities are contained in a separatendimfreporting standard (FRS-32:
Financial Reporting By Superannuation Schemes). This Standard also does not
apply to life and general insurance entities beeahg nature of their business
generates special reporting requirements. Frierstlgieties are regarded as
financial institutions if their principal activityneets the requirements set out in
paragraph 4.16.

STANDARD

4.23 “Financial instrument” is any contract that gives rise to both a recognised
or unrecognised financial asset of one entity and r@cognised or unrecognised
financial liability or equity instrument of another entity.
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4.24 “Financial liability” is any liability that is a contractual obligation:

(&) to deliver cash or another financial asset torether entity; or

(b) to exchange financial instruments with anotherentity under conditions
that are potentially unfavourable.

4.25 “General provision” is an amount that has beencreated to meet
unidentified credit losses.

4.26 “Group of closely related counterparties” is agroup of legal or natural

persons, one or more of which is a counterparty, whare related in such a

way that:

(@) the financial soundness of any one of them mawaterially affect the
financial soundness of the other(s); or

(b) one has the power to control the other(s); or

(c) one has the capacity to exercise significantflnence over the other(s).

4.27 “Impaired asset” is a non-accrual asset, a rgsctured asset, a real estate
asset acquired through the enforcement of securitygr an other asset acquired
through the enforcement of security.

4.28 “Interest rate risk” is the risk that the value of a financial instrument
will fluctuate due to changes in market interest rées.

4.29 “Investment security” is a security which a fnancial institution intends
to hold for the long term or to maturity.

4.30 “Maximum loss”, in relation to paragraphs 4.7and 4.9, is the loss to
which a party is exposed without taking into accounthe value of collateral,
guarantees, indemnities, other support arrangemenisand any potential
recoveries. However, a financial asset may be daftsagainst the amount of
the maximum loss if the criteria for offsetting moretary items, specified in
FRS-27: Right of Set-off, are met.

COMMENTARY

4.31 For the purposes of this standard, maximurs toay be interpreted as the
maximum counterparty limit under the contract.

STANDARD

4.32 “Non-accrual asset” is any asset for which thnancial institution will
not be able to collect all amounts owing in accordee with the terms of the
contract with the counterparty.

COMMENTARY

4.33 When a financial institution expects to inauoss as a result of extending credit
to a customer, whether the loss be in the fornmtefrést, principal, or other forms of
monies owing to the financial institution, the faigiis regarded as a “non-accrual
asset” and associated revenues and expensesageised on a cash accounting basis.
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4.34 An assessment should be made on the colléttaisibny amounts owing to
the financial institution before a credit exposcam be categorised as a “non-accrual
asset”. The circumstances in which it is expethatl monies owing will not be paid
are a matter for judgement and will depend, amdhgrdactors, on the nature of the
institution’s customer relationships, and on the&ureof the contractual terms and
conditions particular to the financial instrumeatdacilities involved. For example,

it is common practice for loans to be classifiechas-accrual assets and placed on a
non-accrual status where payments of principal iatetest owed under the loan
contract have been in arrears for 90 or more cotisecdays; and for overdrafts to
be placed on non-accrual status when the overdaafbeen continuously outside of
approved limits for 90 or more consecutive dayawelver, even where a customer
is current with contractual payments, exposurebab customer may still be placed
on a cash accounting basis because a significastiatation in the financial
performance or position of the customer has indita management that a loss is
expected at some future point in time.

4.35 In assessing whether a loss is expected, fanstitutions should take into
account the value of security held. If the amooinsecurity held in respect of a
non-performing facility adequately covers all amsumwing to the financial
institution, including unpaid principal, interest arrears, or other forms of monies
owing, then a loss is not expected to be incurrebbgndefinition the facility could
not be regarded as a non-accrual asset. Howeviratiitase consideration would
then need to be given to classifying the faciliéyagpast-due asset.

STANDARD

4.36 “Other asset acquired through the enforcementf security” is any asset
acquired through the enforcement of security, otheithan a “real estate asset
acquired through the enforcement of security”.

4.37 “Other security” is a security which a financal institution does not
intend to hold for the long term or to maturity.

4.38 “Past-due asset” is any asset which has not dre operated by the
counterparty within its key terms for at least 90 c&ays and which is not an
impaired asset.

4.39 “Real estate asset acquired through the enfoncent of security” is a
land or building asset acquired through the enforceent of security.

4.40 “Restructured asset” is any asset which is n@ non-accrual asset and
for which:

(@) the original terms have been changed to granthé counterparty a
concession that would not otherwise have been awile, due to the
counterparty’s difficulties in complying with the original terms; and

(b) the revised terms of the facility are not compable with the terms of
new facilities with comparable risks; and
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(c) the yield on the asset following restructurings equal to, or greater than,
the institution’s average cost of funds, or that doss is not otherwise
expected to be incurred.

COMMENTARY

4.41 Where concessionary terms and conditions oasaat have been formally
granted to a customer because of the customer@dial difficulties, and the
return on the asset following restructuring is stiet a loss is not expected to be
incurred, then the asset is to be regarded adractged asset.

4.42 Concessionary terms and conditions grantelddecformal forgiveness of
some principal and interest, or other types of dlshs; a deferral or extension of
interest or principal payments; a reduction ofries¢ and an extension of maturity
date. However, a key feature of these assets isfdliatving restructuring, the
return under the revised terms and conditions jeeeted to be equal to, or greater
than, the institution’s average cost of funds,hat & loss is not otherwise expected
to be incurred; if not, the facility must be cld&s as a non-accrual asset.

4.43 If an asset is restructured so that it is etqubthat the customer will perform
on terms which are similar to those for new factitief similar risk, and no
provisions are currently held against the exposilren no loss is expected to be
incurred and accordingly the exposure may be reghbagd fully performing.

STANDARD

4.44 “Specific provision” is an amount which has ben created against
identified credit losses or in respect of an iderfiied deterioration in the value
of any asset or class of asset attributable to andrease in credit risk.

COMMENTARY

4.45 In the case of some classes of assets, suahmastgage portfolio, it may
not be practicable for a financial institution toeate a specific provision by
reviewing the creditworthiness of each borrowing taoer in that portfolio.
Instead, a financial institution may establish avggion for such a class of assets on
some other basis, such as the historical loan dofesethe asset class. Provisions
established in this way nevertheless should be dedaas specific provisions. |If
more than one balance sheet caption is being prdwadainst, the relevant specific
provision should be allocated in proportion to tiredit exposures subsisting in
each category.

4.46 As a general rule, where specific provisionseh&#een raised against
unrecognised assets, they should be presentedlzibtibs in the statement of
financial position, along with a note explaining thature and amount of those
provisions. A special case arises where a spedaifiwigion has been raised to
cover both recognised and unrecognised assetsassed of assets, and those
provisions in total exceed the amount of recognisssets being provisioned. In
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this circumstance, the amount of the exposure ateddor as a recognised financial
asset should be fully netted off against the promisn the statement of financial
position, with the remaining balance of the spegifiovision presented as a liability.
A net specific provision complies with the recoguidiability definition contained in
the Statement of Concepts for General Purpose Financial Reporting.

FINANCIAL REPORTING

5 ACCOUNTING POLICIES

STANDARD

5.1 As part of a financial institution’'s statement & accounting policies
required by FRS-1: Disclosure of Accounting Policies, particular accounting
policies shall address and disclose, as a minimuriie accounting policies for
the items listed in paragraphs 5.2 and 5.6 to 5.1felow.

Financial Instruments

STANDARD

5.2 A financial institution shall disclose the accauting policies for financial
instruments with respect to:

(@) the basis for recognising revenues and expensg@scluding gains and
losses);

(b) the basis for recognising financial instrumentsn the financial reports,
or for treating financial instruments as unrecogni®d items; and

(c) the basis of valuation.

COMMENTARY

5.3 FRS-1: Disclosure of Accounting Policies, requires that financial reports
include clear and concise statements of all mdtadeounting policies adopted.
This is of particular importance for financial ingnents because of the wide
variety of instruments that exist and the potental different policies to be
followed depending on the purpose for which a paicuransaction is
undertaken. Also, the existence of material credjposures that may not be
reflected in the statement of financial positionnferces the need for a clear
explanation of the policies followed in deciding wheat an item qualifies for
recognition. Elaboration of the matters to be edded in the statement of
accounting policies is warranted for financial ingtons because their business
involves principally the use of financial instrunigen

5.4 Matters that should be addressed in the disidosf accounting policies on
the recognition of revenues and expenses with régdpefinancial instruments
include:
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(&) accounting policies for interest revenue anpleese, including policies on
inter-period allocations of interest revenue angesse;

(b) accounting policies for fee revenue and experdistinguishing between
yield related and non-yield related items, and qied in relation to inter-
period allocations; and

(c) accounting policies for recognising gains @skes on investment securities
and other securities.

5.5 Matters that should be addressed in the diseasf accounting policies on the
recognition of financial instruments or their ofitance sheet treatment include:

(@) classification and measurement of investmedtather securities;

(b) accounting for sale and repurchase agreementsyse sale and repurchase
agreements or their option derivatives;

(c) whether securities are accounted for on a toadettlement date basis;
(d) accounting for financial instruments which ased for hedging purposes;
(e) accounting for leases;

() accounting for foreign exchange contracts, regé rate contracts, and
derivative instruments such as options, futuresydods and swaps;

(g) accounting for acceptances and endorsememiibf exchange; and
(h) accounting for loan transfers and securitisatibfinancial assets.

Commodity Instruments

STANDARD
5.6 A financial institution shall disclose the acamting policies for commodity
instruments with respect to:

(@) the basis for recognising revenues and expensg@scluding gains and
losses);

(b) the basis for recognising commaodity instrumentsn the financial reports,
or for treating commodity instruments as unrecogniged items;

(c) the basis of valuation.

Impaired Assets and Provisions

STANDARD

5.7 A financial institution shall disclose the accauting policies for impaired

assets, including criteria used to classify thosessets, and policies for
recognising and determining their carrying amountsin the statement of
financial position.

5.8 A financial institution shall disclose the accauting policies for
determining specific and general provisions for bdt recognised and
unrecognised assets, and the basis on which thosesions are recognised
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in the financial statements. In particular, discleures shall address
whether specific provisions are based on identifi¢eon on a counterparty
by counterparty basis, an estimation in relation toa class of assets, or some
other basis.

5.9 A financial institution shall disclose the accauting policies for the
recognition of revenue and or principal payments reeived, and accounting
policies for revenue due but not received, in respeof impaired assets.

Other

STANDARD

5.10 A financial institution shall disclose the acamting policies for funds
under management and other fiduciary activities.

6 FINANCIAL PERFORMANCE

STANDARD

6.1 In addition to the disclosure requirements of RS-9: Information to be
Disclosed in Financial Statements, financial institutions shall disclose the
categories of revenue and expenses identified inpagraph 6.3 below.

COMMENTARY

6.2 Generally accepted accounting practice goverrgeggnition and hedging
should be applied when deciding what should be ireduth the statement of
financial performance or in the notes thereto, wheén deciding about allocation
of amounts to categories of revenue or expense.

STANDARD

6.3 The following categories and sub-categories mfvenue and expense shall
be disclosed separately:

(@) interest revenue from:
() lending other than on impaired assets;
(i) investment securities;
(i) other securities;
(iv) impaired assets, showing sub-categories; and
(v) other sources;
(b) net gains or losses from trading activities shwing sub-categories;
(c) netgains or losses on the sale of investmertarities;
(d) other operating revenue, showing:
(i) lending and credit facility related fee revenue
(i) other fee revenue;

2-392



FRS-33

(i) dividends; and
(iv) other sources;
(e) interest expense relating to each of the diffent classifications of funding
presented in the statement of financial position;
() impaired asset expenses, showing:
(i) specific provision expense;
(i) amounts written off directly to the statement of financial
performance;
(iif) write-downs of real estate assets acquired tbugh the enforcement
of security;
(iv) write-downs of assets other than real estatesaets that have been
acquired through the enforcement of security; and
(v) recoveries of provisions and write-offs expenden previous periods;
and
(g) current period expense for general provision.

COMMENTARY

6.4 Disclosure of the principal types of revenue amgenses generated by a
financial institution assists users to understdredrtature of a financial institution’s
business and to assess the quality and sustatgaffilts earnings.

6.5 Financial institutions may use different methdor allocating revenues and
expenses among the various categories describpdragraph 6.3. For example,
profits (losses) on the trading of debt instrumeras be fully allocated to gains
(losses) from trading activities. Alternativelyote profits (losses) can be split
into a “time value of money” component, and a tmagling gain (loss) component,
and allocated separately to the interest reverxe(ese) and trading gains (losses)
categories. Similar alternatives are availabletierdisclosure of foreign exchange
trading gains or losses, gains or losses on tliingeof derivative products, and
gains or losses arising on hedging instrumentsnarféial institutions should
disclose the amounts allocated to the differentemere/expense categories
presented in the statement of financial performance

6.6 For the purposes of the application of FRSormation to be Disclosed in
Financial Statements to financial institutions, in the case of eachites (a) to
(d)(iv) listed in paragraph 6.3 above, operatingereie means the net gain (loss)
positions identified by a financial institution ardaily basis.

7 FINANCIAL POSITION

Assets

STANDARD

7.1 A financial institution shall disclose separat§l classes of recognised
financial assets, in the broad order of their liqudity, and shall, as a minimum,
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disclose:

(@) cash and demand balances with central banks;

(b) balances with other financial institutions whith may be withdrawn
without prior notice;

(c) other securities separately showing securitiesshich are eligible for
refinancing by central banks and securities held foliquidity and other
purposes;

(d) investment securities;

(e) acceptances in respect of bills accepted buttrteeld in a portfolio;

() loans, advances and lease finance; and

(g) other assets including a description of the nate and characteristics of
those assets.

7.2 Each of the classes of assets listed in paragha7.1 shall be shown net of
specific provisions. General provisions shall beistlosed separately.

7.3 A financial institution shall disclose the amounof any reclassifications
of securities between investment and other secums classes, and the impact
that those reclassifications have had on surplus édicit) before taxation, and
the valuations of those securities, as recorded ithe statement of financial
position.

7.4 Gains or losses that are recognised in respeift unrecognised assets or
unrecognised liabilities are to be included withinthe class of other assets or
other liabilities.

COMMENTARY

7.5 Financial assets comprise the majority of arfaial institution’s total assets
by value and warrant more detailed disclosure thappropriate for entities other
than financial institutions. The classificatiorm®e represent minimum disclosures.
Generally it will be appropriate for more detaileddosures on the composition of
the classes of financial assets to be made in dbesrto the financial statements.
This provides a more complete picture of the natcharacteristics and purpose of
the different financial instruments included in leatass of financial asset.

7.6 It is often not possible to draw precise bodedaor to distinguish different
purposes between different classes of financiatrum®ents.  Accordingly, the
categorisations should be supplemented with neerathich explains the classification
adopted.

Liabilities
STANDARD

7.7 The recognised financial liabilities of a finanial institution shall be
disclosed, in broad order of their maturity, distinguishing among liabilities on
demand, other short term liabilities and long termliabilities.
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7.8 A financial institution shall disclose informatbn on the nature and
amount of each class of financial liability wherehese classifications are based
on the priority of creditors’ claims over the financial institution’s assets in a
winding up.

COMMENTARY

7.9 The most useful approach to disclosing a fir@nnostitution’s recognised
financial liabilities is to group them by their ne¢ and to list them in the
approximate order of their maturity.

7.10 Disclosure of the priority of financial lialtiés provides important
information to creditors on the degrees of protetprovided to them in the event
of the financial institution being wound up. To the extent of protection
provided, creditors need to be aware of the relginrity of liabilities issued and
material terms and conditions which could resukeiative positions changing.

7.11 The nature of the various classes of finantailities, including the
material terms and conditions which attach to thara,also important to users in
assessing the relative costs of different finan@dlilities and the overall cost of a
financial institution’s funding strategy.

7.12 Disclosure of the terms and conditions attaghim different classes of
financial liabilities enables users to understasttds the nature of those financial
liabilities. For many entities, the common discli@s requirements set out in
FRS-9: Information to be Disclosed in Financial Statements will be sufficient.
However, where complex financial instruments have bissned by financial
institutions, it will often be necessary to discl@sklitional information. Examples
of the types of terms and conditions which may bevent to users include:

(&) the principal, stated, face or other similaoant;
(b) the date of maturity, expiry or execution;

(c) redemption options held by either party to thstrument, including the
period during which, or date at which, the options/rba exercised and the
redemption price or range of prices;

(d) options of either party to the instrument toneert the instrument into, or
exchange it for, another financial instrument omeo other liability,
including the period in which, or date at which, gdptions may be exercised
and the conversion or exchange ratio(s);

(e) scheduled future cash receipts or paymenthi®fptincipal amount of the
instrument, including instalment repayments and sinking fund or similar
requirements;

() stated rate or amount of interest, dividend ather periodic return on
principal;

(g) collateral pledged; and
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(h) in the case of an instrument that provides dar exchange, information
described in items () to (g) for the instrumentecacquired in the exchange.

8 UNRECOGNISED FINANCIAL ASSETS, FINANCIAL LIABILITIES
AND COMMODITY INSTRUMENTS

STANDARD
8.1 A financial institution shall disclose:

(&) the nature and face or contract amount of eaclelass of unrecognised
financial assets, financial liabilities, or commody instruments; and

(b) the nature, and where quantifiable, the amountof each class of
unrecognised financial assets, financial liabilitie, or commodity
instruments arising from contracts for which thereis no face or contract
amount.

COMMENTARY

8.2 Many financial institutions are involved in iaites that do not give rise to

assets or liabilities which are recognised in thaestent of financial position.

These unrecognised assets and liabilities ofteresept an important part of the

business of a financial institution and may haw&gaificant bearing on the level

of credit, market, liquidity and operating risk which a financial institution is

exposed. These items may also increase or decothse risks. Examples of

different classes of unrecognised assets anditiabilnclude:

(a) direct credit substitutes, including guarantddis of exchange, indemnities
and other similar facilities;

(b) transaction-related contingencies includingfgeenance bonds, bid bonds,
warranties and stand-by letters of credit;

(c) short term self-liquidating trade financing nsactions which are secured
against a shipment of goods;

(d) sale and repurchase agreements and assetsidleecourse not recognised
in the statement of financial position;

(e) interest, foreign exchange rate and commoditigegelated contracts
including forwards, futures, swaps and options;

() commitments, including:

(i) commitments to purchase assets or place depediich represent
commitments with certain drawdowns and commitmeotsartly-paid
shares or securities;

(i) commitments to provide financial services with original maturity of
one year or more; and

(i) commitments with an original maturity of leisan one year or which
can be unconditionally cancelled at any time; and
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(g) note-issuance facilities and revolving undeiiwgtfacilities.

8.3 Disclosure of unrecognised assets and liaksilpvides a useful basis for
assessing the volumes and types of business ackaaimstitution has in
unrecognised contracts. For purposes of disclpsumecognised financial assets
and liabilities are to be offset only if the critefor offsetting recognised items,
discussed in FRS-27Right of Set-off, are met.

9 DISCLOSURES CONCERNING FAIR VALUE

STANDARD

9.1 The fair value of each class of financial andoemmodity assets and
liabilities, whether recognised or unrecognised, wether with their financial

report carrying amounts, shall be disclosed, unles# is not practicable to
estimate that value with an acceptable level of riability within constraints of

timeliness and cost. When the fair value of anyrancial or commodity assets
or liabilities cannot be estimated, this fact shallbe disclosed together with
information about the principal characteristics of the instruments that are
pertinent to their value.

COMMENTARY

9.2 Current value information provides a useful sueament of unrecognised
financial or commodity instruments and a useful igoltal measurement of
recognised instruments that are carried on a costrwrtised cost basis. It is
particularly useful when viewed in conjunction witdncial report carrying
amounts. Comparisons of the fair value and theyicey amount provide
information about unrealised gains and losses mobgnised in the financial
reports. Information about current market valuédiabilities as well as assets
may be particularly relevant to an evaluation of frerformance of a financial
institution in structuring its portfolio to matcthanges in the value of assets with
corresponding changes in the value of liabilities.

9.3 When a financial or commodity asset or liapii¢ traded in an organised
and liquid market that is able to absorb a sigaifictransaction without moving
the price against the trader, quoted market pneesld be used to measure fair
value. When quoted market prices are not availdbtdniques for estimating fair
value, such as discounting estimated future cashsflat a current market rate
commensurate with the risks involved, are to be usedome cases, estimation of
fair value may not be practicable within acceptdbieels of reliability and at a
reasonable cost. For example, the cost of makimgsonably reliable estimate of
the fair value of the loan portfolio of a financialstitution may be excessive in
relation to the perceived benefits to users. lohssituations, disclosure of fair
value information may be omitted with an explanatiointhe reason for the
omission and additional information about the ppat characteristics of the
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instruments that are pertinent to their value. Tdteer information may assist
users of the financial reports in making their owdlgements about the likely
significance of any difference between fair valud #re carrying amount.

10 ASSET QUALITY

STANDARD

10.1 In respect of each of the following classes adsets:

(@) non-accrual assets;

(b) restructured assets;

(c) real estate assets acquired through the enfonteent of security;
(d) other assets acquired through the enforcement security; and
(e) past-due assets;

a financial institution shall disclose the followirg information:

(i) the aggregate amount of recognised assets befodeducting provisions
for expected losses or diminution in asset value;

(i) the aggregate amount of unrecognised assetsfbee deducting provisions
for expected losses or diminution in asset valuend

(i) the aggregate amount of provisions for expeed losses or diminution in
asset value.

10.2 A financial institution shall disclose the mowments from one reporting
period to the next in each of the pre-provision bances required to be disclosed
in paragraphs 10.1(a) to (e).

COMMENTARY

10.3 The requirement for financial institutions disclose movements, between
reporting periods, in balances of past-due assets each class of impaired

assets, enables users of financial statementssassstrends in asset quality. For
example, disclosure of movements in non-accruatdssances might include, for

both recognised and unrecognised exposures:

Balance at the beginning of the period
Additions to non-accrual status
Amounts written off

Deletions from non-accrual status
Balance at the end of the period.

Financial institutions should disclose further dsteon other movements in
impaired asset and past-due asset balances if thmgements are material.
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STANDARD

10.4 A financial institution shall provide information on the balances of,
and movements in, total specific and general provisns from one reporting
period to the next, with movements reconciled to ¢enses recognised in
the statement of financial performance. This infomation shall include
disclosure of movements in provisions for each ohé asset classes set out
in paragraphs 10.1(a) to (e).

COMMENTARY

10.5 Financial institutions suffer losses, or aedetation in the value of some
loans, advances, or other credit exposures. Uddisamcial statements need to
know the impact that losses or expected losses baveay have on financial
position, financial performance, and cash flows.isTihformation assists users in
assessing the effectiveness with which the finanogtitution has employed its
resources, and promotes confidence in the adeqoiatlye measurement of the
quantity and quality of a financial institution’guty. Critical to this disclosure is
a meaningful description of how impaired assets ramgnised, classified and
managed.

10.6 A financial institution is required to disclase amount of its past-due assets
and the amount of each class of impaired assefsreband after deducting
provisions for expected losses or diminution ofueal These assets are defined on
an all-encompassing basis and include both recedrésd unrecognised credit
exposures. For instance, if a financial institatiocurs, or expects to incur, a loss
on credit exposures such as guarantees of indedsedstandby letters of credit,
and foreign exchange, interest rate and other maekated contracts, then these
credit exposures should also be included in thelaisre of non-accrual assets.

11  MANAGEMENT OF LIQUIDITY

STANDARD

11.1 A financial institution shall disclose its potiies for managing liquidity,
and quantify its liquidity position. The disclosures shall explain the
characteristics of the financial institution’s recanised assets and liabilities for
which disclosure is required in paragraphs 7.1 to .4, and 7.7 to 7.8, and any
support arrangements such as standby credit linegrom the perspective of its
ability to meet its obligations as they fall due.

COMMENTARY

11.2 Many financial institutions take short termpdsits, including customer
transactions balances, and lend for longer perié@s.this financial structure to be
viable, a high level of confidence must be mairgdithat the financial institution’s
short term deposits will be maintained or renewedaturity. Stocks of liquid

assets, support arrangements, and unrecognised itam affect a financial
institution’s ability to meet obligations as thafifdue.
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11.3 The matching and controlled mismatching of thegurities of assets and
liabilities is important to the management of aafinial institution. One approach
to disclosing information which is relevant for tlessessment of a financial
institution’s liquidity position is to disclose amnalysis of assets and liabilities,
including unrecognised assets and liabilitiegp relevant maturity groupings

based on the remaining period to maturity at aiq4der reporting date. Such an
analysis can be presented on the basis of eitméramtual maturity dates for assets
and liabilities, or estimated maturity dates fabilities and potential or expected
realisation dates for assets. Another approachdvbelto refer to the order of

liquidity in the statement of financial position darto supplement this with

information on standby facilities and liquidity megement policies.

11.4 Whichever method is used to quantify the famaninstitution’s liquidity
position, disclosure should be supplemented bysaudsion of the effects of the
assumptions used and the basis for those assumption

12 DISCLOSURES CONCERNING EXPOSURE TO CURRENCY AND
INTEREST RATE RISK

STANDARD

12.1 A financial institution shall disclose:

() its policies for managing currency risk; and

(b) for each class of financial asset and liability whether recognised or
unrecognised, quantitative information about its eposure to currency
risk.

12.2 A financial institution shall disclose:
() its policies for managing interest rate risk; ad
(b) for each class of financial asset and liabilityquantitative information
about its exposure to interest rate risk, includingnformation about:
(i) effective interest rates; and
(i) contractual repricing or expected maturity periods, whichever
periods are earlier.

COMMENTARY

12.3 The disclosure of information on managemeticigs should include the
following:

(&) an explanation of currency and interest rate ri

(b) the nature of the financial institution’s adiizs which give rise to currency
risk and interest rate risk;

(c) the methods used to monitor exposure to cuyreisk and interest rate risk,
including the frequency with which exposures are rtovad;

(d) the systems and procedures for controllingenay risk and interest rate
risk, including whether exposure limits are emplayed
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This information should assist users to understdred nature of the positions
adopted.

12.4 A financial institution’s exposure to currendggk can be disclosed in a
number of ways. This could include disclosure @& fimancial institution’s net
open position in each currency, using the locatenay value of the net financial
assets held in that foreign currency, for both geésed and unrecognised financial
instruments. This should enable users of finanejpbrts to compare exposure to
currency risk between separate financial reporternpgs, and to make comparisons
between financial institutions.

12.5 Information about effective interest rates argected repricing or maturity
dates indicates the length of time for which interates are fixed at present levels.
This is important because it provides a basis ¥atuating the interest rate risk to
which an entity is exposed. Interest rate risk @ases if there is a mis-match
between the repricing of financial assets and fir@nbilities. A repricing
schedule increases the understanding of interestrisk because it compares the
maturity or repricing of financial assets and fioiah liabilities over common
future periods.

12.6 The effective interest rate (effective yiedlp monetary financial instrument
is the rate that, when used in a present valueaulegion, results in the carrying

amount of the instrument. The present value cafimr applies the interest rate to
the stream of future cash receipts or payments ttenreporting date to the next
repricing (maturity) date and to the expected éagyamount (principal amount) at

that date. The rate is an historical rate for xedirate instrument carried at
amortised cost and a current rate for a floatiig-fastrument or an instrument
carried at net fair value. The effective intenege is sometimes termed the level
yield to maturity or to the next repricing datedas the internal rate of return of
the instrument for that period.

12.7 A financial institution should disclose itsesfive interest rates for different
classes of financial assets and liabilities. laviing this disclosure, a financial
institution should group instruments denominatedifferent currencies or having
substantially different credit risks into separel@sses when these factors result in
instruments having substantially different effeetinterest rates.

12.8 The requirement to disclose effective inteneges applies to monetary
financial instruments involving future paymentsttoeeate a return to the holder
and a cost to the issuer reflecting the time vaumoney. The requirement will

not apply to financial instruments that do not beaeterminable effective interest
rate. While instruments such as interest ratevdtvies, including swaps, forward
rate agreements and options, are exposed to prizash flow risk from changes in
market interest rates, disclosure of an effectiferest rate is not relevant.

12.9 How a financial institution should provide effee interest rate information
depends on the nature of approach taken by thedialinstitution towards the

2-401



FRS-33

management of its interest rate risk. When, inrtbemal course of the financial
institution’s management of its interest rate ris&gging or conversion transactions
have been undertaken for the purpose of managifegtiee interest rates on
financial instruments comprising, or contained withiparticular classes of
financial assets and liabilities, the effective eneist rates of the financial
instruments concerned should be disclosed inclusfiviee impact on those rates of
the hedging or conversion transactions so allocawfthen effective interest rates
have been disclosed in this manner, to ensure rdaders are provided with
information on exposure to basis risk, the finahagsets and liabilities comprising
the hedged or converted positions should not iraratte values of the hedging or
conversion transactions (unless exposure to besidsrimmaterial). A narrative
should be added to the disclosures to explaindiffisrence in the manner in which
the effective interest rates have been determinedi the manner in which
information has been presented. When hedging mrersion transactions have not
been allocated to particular classes of financiskets and liabilities, the effective
interest rates of recognised financial assets @tlliies concerned should be
disclosed exclusive of the impact of the hedgingamversion transactions.

13 DISCLOSURES CONCERNING CREDIT EXPOSURE

STANDARD

13.1 For each class of recognised or unrecognisedsat that gives rise to
credit risk, a financial institution shall discloseinformation about its exposure
to credit risk, including:

(@) the amount that best represents its maximum cobt exposure; and

(b) a brief description of any collateral or othersimilar credit risk support
arrangements held in support of its credit exposure.

COMMENTARY

13.2 The amount of the loss that would be incurfethé counterparty to a
financial instrument failed to perform its obligats and any collateral held proved
to be valueless provides a measure of the maximossilple credit loss. For a
recognised financial instrument (for example, a-imdarest bearing trade account
receivable) the carrying amount in the statementfiméncial position is the
maximum possible credit loss. The caption useddéscribe such financial
instruments implies the existence of credit rigkor some financial instruments,
however, the maximum loss may exceed the recograsesunt, perhaps by a
significant margin. Loan commitments and finangahrantees are examples of
unrecognised financial instruments with significask. While it is not expected
that an entity will incur the maximum possible ctettiss for unrecognised
financial instruments, disclosure of this amountvisies important information for
analysis that is not otherwise available within tta¢esnent of financial position.
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13.3 For financial institutions, disclosures of agoised assets and the credit
equivalent amounts of unrecognised assets calduléde capital adequacy
purposes appropriately classified may best repteien financial institution’s
maximum exposure to credit risk.

STANDARD

13.4 A financial institution shall disclose the amonts of concentrations of
credit exposure. Such disclosures shall be madeterms of:

(@) customer industry or economic sectors, and

(b) geographical areas, showing, where applicabléhe following
concentrations:

(i) credit exposure concentrations within New Zealad; and

(i) credit exposure concentrations to other counties, showing the
amount of credit exposure to each country.

COMMENTARY

13.5 A financial institution should disclose the amts of any material
concentrations of credit exposure because suchrniafiton provides a useful
indication of the credit risks inherent in the mess of the financial institution.

13.6 Such disclosures should be made in terms ofrgehical areas and
customer industry or economic sectors which aregpiate in the circumstances
of the financial institution. Relevant geographicancentrations may be national,
regional, or even municipal in nature, depending tba configuration of an
individual institution’s portfolio of credit exposes. Similarly, it is not possible to
prescribe precise disclosure requirements with egpecustomer industry sectors,
since there are different ways to define those sgcémd the boundaries between
them are not always clear. One method is to usescadepted for official
statistical reporting purposes, such as the Auatradind New Zealand Standard
Industrial Classification (ANZSIC). Financial institons should disclose the
methods used.

13.7 For financial institutions, disclosure of rgosed assets and the credit
equivalent amount of unrecognised assets calcufaterhpital adequacy purposes
appropriately classified may best represent thanfifal institution’s geographical
or industrial credit exposure concentrations.

13.8 Concentrations of credit risk to individual uoterparties and related
parties are aspects of credit concentration whicltaméispecial treatment, and are
dealt with separately in paragraphs 13.11 to 13ridl 3SAP-22: Related Party
Disclosures respectively.

STANDARD

13.9 A financial institution shall disclose its cred risk management policies,
including policies with respect to requiring collaeral or other security to
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support credit exposures, and the entity’'s acces® tthat collateral or other
security.

COMMENTARY

13.10 Disclosure about a financial institution’s uggments with respect to
taking collateral or other security to manage thmedit risk associated with
financial instruments is useful because knowledgé¢hofe arrangements assists
in the assessment of overall asset quality. Exasnplf policies about which
information is usefully disclosed, depending on thature of a financial
institution’s business, include requirements witbpect to loan to security ratios,
and policies on the different types of securityuieed to be taken in order to
mitigate credit risks assumed in the personal, ceroial and corporate business
sectors, and where applicable, the inter-finaringtitutional sector.

STANDARD

13.11 A financial institution shall disclose the nurber of individual
counterparties (not being members of a group of chkely related counterparties)
and groups of closely related counterparties to wkh the financial institution
has a credit exposure (net of specific provisionsyhich equals or exceeds 10%
of equity, in successive ranges of 10% of equity,ommencing at 10% of

equity.

13.12 Where the entity reporting is a New Zealand lanch of an
overseas incorporated financial institution, the diclosures required under
paragraph 13.11 shall be made by relating credit g@osure recorded in the
books of the branch to the latest published globaéquity position of the
financial institution.

13.13 Branches of overseas incorporated financiaistitutions shall disclose:

(@) whether there are any legal, regulatory or othe impediments that
restrict the rights of New Zealand creditors with respect to their claims
over the proceeds of sale of the assets of the gbliinancial institution
and, if so, the nature of those impediments; and

(b) that credit exposures to individual counterpartes (not being members of
a group of closely related counterparties) and to @ups of closely
related counterparties do not include exposures tthose counterparties
if they are booked outside New Zealand.

COMMENTARY

13.14 It is useful for financial institutions tosdlose information about collateral,
and guarantees or indemnities given in supportredit exposures, as they may
affect the amount of eventual loss.

13.15 To determine when counterparties are relatedappropriate to follow the
control and significant influence criteria outlinéd SSAP-8: Accounting for
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Business Combinations. The financial soundness of one party may affbet
financial soundness of another where the financipbsure of one to the other is
large in relation to its own net assets. Generdhg, exposed party will have
entered into arrangements under which it can exeignificant influence over
the other party to protect its exposure.

13.16 The credit risk associated with an individeizdtomer relates to a number
of factors, including the amount and term of thpasure, and the credit standing
of the customer. In line with FRS-27Right of Set-off, this standard does not

regard credit risk lay-off arrangements as redudhmy amount of exposure held
with the original borrower. Accordingly, a credit e@sure supported by a

guarantee or similar support arrangement shouldldaged as a credit exposure to
the original borrower, and not as a credit exposoithe guarantor. Disclosure of

information on the nature and extent of such suppoangements may facilitate

understanding of an institution’s exposure to dregdk. Matters on which general

commentary would also be useful may include priesitbn a winding up, and the

credit standing of customers.

13.17 Disclosure of a financial institution’s contation of credit exposure to
individual counterparties is required to be madetlom basis of the reporting
entity’'s equity. The concentration of credit expes to individual counterparties
booked in the New Zealand branches of overseas ia@tgul financial institutions
should be disclosed on the basis of the latestadblai published global equity
position of the financial institution. Disclosures this basis for New Zealand
branches are appropriate because the global eqglitlye overseas incorporated
financial institution is generally available to abs losses arising from credit
exposures in the New Zealand branch. Where theramgrediments that restrict
the rights of New Zealand creditors with respect &irthlaims over the assets of
the global financial institution, these are reqdite be disclosed. For example,
disclosure is required of the existence of andneatfi any legislative or regulatory
restrictions which subordinate the claims of any€laf unsecured creditors of a
New Zealand branch on the assets of the global fiahimstitution in a winding
up of that global financial institution. New Zealabdhnches are also required to
disclose that the overseas incorporated entity e exposures to individual
counterparties booked outside New Zealand.

14 CONCENTRATIONS OF FUNDING

STANDARD

14.1 A financial institution shall disclose the amonts of concentrations of
funding. Such disclosure shall be made in terms of

(@) customer industry or economic sector;

(b) geographical funding concentrations, showing, tere applicable, the
following concentrations:
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(i) concentrations of funding within New Zealand; aml

(i) concentrations of funding from other countries showing the
amount of funding from each country; and

(c) product.

COMMENTARY

14.2 A financial institution should disclose materigoncentrations in the

distribution of its sources of funding because sicformation is a useful

indication of the reliance which the financial imstion has placed on a particular
source for funds.

14.3 Paragraph 14.1 requirements are minimum disgborequirements, and do
not preclude additional disclosures being made &abther sources of funding
where that information is relevant to users undaditey the stability of funding

sources, or a financial institution’s exposureharges in funding costs.

14.4 Disclosures of the amount of funding bookedifferent legal jurisdictions

promote understanding about the exposure of a dinhimstitution to financial

dislocations of a systemic nature originating eitlre overseas countries or
domestically.

14.5 Funding obtained from related parties, such parent bank, is a particular
funding class which is required to be disclosed s#ply in accordance with the
requirements of SSAP-2Related Party Disclosures.

15 MANAGED FUND, SECURITISATION, CUSTODIAL, AND OTHER
FIDUCIARY ACTIVITIES

STANDARD

15.1 A financial institution shall disclose the natte of its involvement in

funds management, securitisation, custodial, and wtist activities and the
nature of those arrangements which exist to separatthe business risk of such
activities from that of its other activities. A financial institution shall also

disclose the amount of its involvement in funds magement, securitisation,
and trust activities, and, where possible, its custlial activities.

COMMENTARY

15.2 Besides financial intermediation or dealingtivdes, many financial
institutions are involved in providing trustee, tmakal, investment advisory or
investment management services. Investment maragemay involve the
management of schemes sponsored by other instisutio established by a member
of the financial institution’s group, either on allective or an individual basis.
Financial institutions may also be involved in tirégination of securitised assets
and the marketing or servicing of securitisatiomesnes. If the business risk
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relating to such fiduciary activities is not is@dtfrom other activities of the entity,
the financial performance and position of the othaetivities may be adversely
impacted as a consequence.

16 TRANSITIONAL PROVISION

STANDARD

16.1 Comparative figures are not required to be premnted in the first period
of application of this Standard for items not prevbusly disclosed in the
financial institution’s general purpose financial satements of the prior period.
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APPENDIX

Comparison of FRS-33 With International and Australian Accounting
Standards

This comparison appendix was prepared as at 1 ME96RF and deals only with
significant differences among the standards. Itpisduced for information
purposes only and does not form part of the stalsdarFRS-33. The International
standards referred to in this appendix are prontedgeby the International
Accounting Standards Committee.

The International and Australian financial reportisigindards comparable with
FRS-33 are:

. IAS-30 (1990: Disclosuresin the Financial Satements of Banks and Smilar
Financial Institutions; and

. AAS-32 (1996): Specific Disclosures by Financial Institutions.

FRS-33 incorporates the disclosure requirementsFR5-33: Disclosure of
Information about Financial Instruments, as they relate to financial institutions. In
Australia these disclosures are separately comtameAAS-33: Presentation and
Disclosure of Financial Instruments. Similarly, the IASC has these disclosures
separately contained in IAS-32inancial Instruments: Disclosure and Presentation.

There is substantial agreement among these standaddFRS-33. The following
summarises the significant differences between FR$BS-32, and IAS-30.

Definitions

FRS-33 and AAS-32 have similar definitions of finaddénstitution. Both exclude
intra-group finance entities from this definitiorlowever, while AAS-32 excludes
entities principally funded within a group, FRS-3&leides only entities which are
wholly funded within a group and which do not engageadtivities giving rise to

unrecognised financial liabilities. The correspogddefinition in IAS-30 does not
exclude intra-group finance entities.

AAS-32 defines general and specific provision in iwh“probable diminution in
value”. No measure of probability is assigned RSF33. “Provision” is undefined
in IAS-30.

Volume/Rate Analysis

AAS-32 requires average balances and average inteatss for each major
category of interest-bearing asset and liabilifihese disclosures are not required
by FRS-33 and IAS-30.

Interest Forgone

AAS-32 requires the disclosure of interest forgoiibis disclosure is not required
by FRS-33 and IAS-30.
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Maturity Analysis of Assets and Liabilities

Both AAS-32 and IAS-30 require a maturity analysisaskets and liabilities.
FRS-33 allows flexibility in the presentation ofghinformation.

Disclosures Concerning Credit Exposure

FRS-33 contains additional disclosure requiremevits regard to New Zealand
branches of overseas incorporated financial irtgiits.

Concentrations of Funding

FRS-33 is more specific than AAS-32 and IAS-30 withardgto disclosures of
funding concentrations, requiring an analysis bgtamer industry or economic
sector, geography, and product.

Managed Fund and Other Fiduciary Activities

FRS-33 is more specific than AAS-32 and |IAS-30 withardgto disclosures

concerning fiduciary activities. FRS-33 requiresatbsure of the nature of the
arrangements which exist to separate the businge®frimanaged activities from

that of its other activities. AAS-32 only requirgeneral disclosure of the nature
and extent of fiduciary activities undertaken. 18&-requires similar general
disclosure only when the entity is involved in sfgrant trust activities.

lllustrative Example

AAS-32 provides illustrative examples of disclosusguirements. lllustrative
examples are not provided in FRS-33 and IAS-30.

HISTORY

No previously issued accounting standards are superseded by this Financial Reporting
Sandard.
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