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Effective Periods BeginningNZ IAS 8: BASIS OF PREPARATION OF FINANCIAL 
STATEMENTS (R^)  (1 OF 2)

Version 1: 2025

^version amended by NZ IFRS 18 - 1 January 
2027

Applies in determining the basis of preparation of financial statements, including:    

 Selecting and applying accounting policies, and
 Accounting for changes in accounting policies, changes in accounting estimates and corrections of prior 

period errors.

TIER 2 NZ IFRS RDR REPORTERS

Accrual basis of accounting

Entities are required to use accrual basis of accounting except for cash flow information.

Going concern

Financial statements are required to be prepared on a going concern basis (unless entity is in liquidation or 
has ceased trading or there is an indication that the entity is not a going concern).

SCOPE 

GENERAL MATTERS

NZ IFRS RDR Reporters must comply fully with the recognition and 
measurement principles of NZ IAS 8. However, there are certain 
disclosure exemptions available.

Fair presentation and compliance with NZ IFRS Standards

 Financial statements are required to be presented fairly as set out in the framework and in accordance 
with NZ IFRS and are required to comply with all requirements of NZ IFRS Standards.

 Tier 1 reporters are also  required to comply with all requirements of IFRS® Accounting Standards.

https://www.bdo.co.nz/


Al
th

ou
gh

 e
ve

ry
 e

ff
or

t 
is

 m
ad

e 
to

 p
ro

vi
de

 a
cc

ur
at

e 
an

d 
ti

m
el

y 
in

fo
rm

at
io

n,
 t

he
re

 c
an

 b
e 

no
 g

ua
ra

nt
ee

 t
ha

t 
su

ch
 in

fo
rm

at
io

n 
is

 a
cc

ur
at

e 
as

 o
f 

th
e 

da
te

 
it

 is
 r

ec
ei

ve
d 

or
 t

ha
t 

it
 w

ill
 c

on
ti

nu
e 

to
 b

e 
ac

cu
ra

te
 in

 t
he

 f
ut

ur
e.

  
N

o 
on

e 
sh

ou
ld

 a
ct

 u
po

n 
su

ch
 i

nf
or

m
at

io
n 

w
it

ho
ut

 a
pp

ro
pr

ia
te

 p
ro

fe
ss

io
na

l 
ad

vi
ce

 
af

te
r 

a 
th

or
ou

gh
 e

xa
m

in
at

io
n 

of
 t

he
 p

ar
ti

cu
la

r 
fa

ct
s 

an
d 

ci
rc

um
st

an
ce

s 
of

 t
he

 s
it

ua
ti

on
.

©
 2

02
5 

BD
O

 N
ew

 Z
ea

la
nd

 L
im

it
ed

. 
Al

l R
ig

ht
s 

Re
se

rv
ed

. 
Fo

r 
m

or
e 

in
fo

rm
at

io
n 

vi
si

t 
w

w
w

.b
do

.n
z.

 

Effective Periods BeginningNZ IAS 8: BASIS OF PREPARATION OF FINANCIAL 
STATEMENTS (R^)  (2 OF 2)

Version 1: 2025

^version amended by NZ IFRS 18 - 1 January 
2027

Definition:

Accounting policies are the specific principles, bases, conventions, rules and practices applied by an entity in 
preparing and presenting financial statements.

Definition:

Prior period errors are omissions from, and 
misstatements in, an entity’s financial statements 
for one or more prior periods arising from failure to 
use/misuse of reliable information that:
 Was available when the financial statements for 

that period were issued.
 Could have been reasonably expected to be 

taken into account in those financial 
statements.

Errors include:
 Mathematical mistakes.
 Mistakes in applying accounting policies.
 Oversights and misinterpretation of facts.
 Fraud.

Selection and application of accounting policies:
 If a standard or interpretation deals with a 

transaction, use the standard or interpretation.
 If no standard or interpretation deals with a 

transaction, judgment should be applied. The 
following sources should be referred to, to make 
the judgement:

– Requirements and guidance in other 
standards/interpretations dealing with similar 
issues.

– Definitions, recognition criteria in the 
Conceptual Framework.

– May use other GAAP that use a similar 
conceptual framework and/or may consult 
other industry practice / accounting literature 
that is not in conflict with standards / 
interpretations.

Disclosure:
 The title of the standard / interpretation that 

caused the change.
 Nature of the change in policy.
 Description of the transitional provisions.
 For the current period and each prior period 

presented, the amount of the adjustment to:
– Each line item affected. 

– Earnings per share (if required to apply NZ IAS 
33 Earnings Per Share)

 Amount of the adjustment relating to prior 
periods not presented.

 If retrospective application is impracticable, 
explain and describe how the change in policy 
was applied.

 Subsequent periods need not repeat these 
disclosures.

Change in accounting policy

Only change a policy if:
 Standard/Interpretation requires it, or
 Change will provide more relevant and reliable 

information.

If impractical to determine period-specific effects 
of the error (or cumulative effects of the error), 
restate opening balances (restate comparative 
information) for earliest period practicable.

Disclosure:
 Nature and amount of change that has an effect 

in the current period (or expected to have in 
future).

 Fact that the effect of future periods is not 
disclosed because of impracticality.

 Information about the assumptions made about 
the future and other major sources of 
estimation uncertainty that have a significant 
risk of resulting in a material adjustment to the 
carrying amounts of assets and liabilities within 
the next financial year. 

 The notes will include details of the assets and 
liabilities:

– Their nature; and

– Their carrying amount as at the end of the 
reporting period.

 Subsequent periods need not repeat these 
disclosures.

Definition:

Accounting estimates are monetary amounts in 
financial statements that are subject to 
measurement uncertainty.

Disclosure:
 Nature of the error.
 For each prior period presented, if practicable, 

disclose the correction to:
– Each line item affected.

– Earnings per share (EPS).
 Amount of the correction at the beginning of 

earliest period presented.
 If retrospective application is impracticable, 

explain and describe how the error was 
corrected.

 Subsequent periods need not repeat these 
disclosures.

Principle:

Recognise the change prospectively in profit or 
loss in:
 Period of change, if it only affects that period; 

or
 Period of change and future periods (if 

applicable).

Principle:
 Correct all errors retrospectively.
 Restate the comparative amounts for prior 

periods in which error occurred or if the error 
occurred before that date – restate opening 
balance of assets, liabilities and equity for 
earliest period presented.

ACCOUNTING POLICIES CHANGES IN ACCOUNTING ESTIMATES ERRORS

Consistency of accounting policies:

Policies should be consistent for similar 
transactions, events or conditions.

Principle:

If change is due to new standard / interpretation 
apply transitional provisions.

If no transitional provisions, apply retrospectively.

If impractical to determine period-specific effects 
or cumulative effects of the error, then 
retrospectively apply to earliest period that is 
practicable.

Change in accounting estimate:

An entity may need to change an accounting 
estimate if changes occur in the circumstances on 
which the accounting estimate was based or as a 
result of: 
 new information, 
 new developments or 
 more experience

Disclosure of accounting policy information 
relating to
 Material transactions
 Immaterial transactions, which otherwise is 

material because of the nature of related 
transactions and other events

 Entity-specific information - the requirements in 
the NZ IFRS Standard that an entity has applied 
to its own circumstances

 The judgements, apart from those involving 
estimations, that have the most significant 
effect on the amounts in the financial 
statements.
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