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Introduction 

In October 2022 we published a consultation paper, Proposed guidance and expectations for keeping 
proper accounting records, seeking input from FMC reporting entities and their directors, auditors, and other 
interested parties.  

The guidance is aimed at helping FMC reporting entities to meet their statutory requirement to keep proper 
accounting records at all times. 

We received 10 submissions from a range of entities. We would like to thank all submitters for their 
feedback and appreciate the points raised and the effort put into each submission.  

This feedback has been used to help us refine and finalise our guidance and expectations for keeping 
proper accounting records. 

This report summarises (and provides our response) to some key themes raised in these submissions: 

1. The permitted location for accounting records should include overseas cloud and external storage 
providers 

2. Materiality assessments 

3. Timely basis for updating registers 

4. Inclusion of some additional matters in Principle 1 

5. Users of accounting records and whether records should be held in a central repository 

6. How long records must be kept in relation to goodwill and the type of records to be kept for longer than 
seven years 

We have also included an overview of some additional specific points raised by submitters and our 
response to them.  

The list of submitters and submissions we received are included in the appendix of this document. 

 

https://www.fma.govt.nz/assets/Consultations/Consultation-paper-guidance-accounting-records.pdf
https://www.fma.govt.nz/assets/Consultations/Consultation-paper-guidance-accounting-records.pdf
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Summary of themes and our response 

1. The permitted location for accounting records should include overseas 
cloud and external storage providers 

Four submitters raised an issue in relation to Principle 10 regarding the requirement to keep documents in 
New Zealand that enable the preparation of financial statements in accordance with the FMC Act. They 
requested that section 456(2) of the FMC Act be widened to provide for overseas cloud and external 
storage providers. FMC reporting entities consider that compliance with this requirement means they have 
to keep duplicate records in New Zealand, which is an inefficient use of time, resources and leading to 
unnecessary compliance costs. 

FMA response 

We are aware of this issue. However, the location of accounting records is set out in section 456(2) of the 
FMC Act, so we are unable to address it in the guidance. We have referred this matter to MBIE to consider 
legislative amendment. 

 

2.  Materiality assessments 
Three submitters considered in relation to Principle 4 that it was not clear where and how materiality fits 
within the guidance. One submitter commented that materiality judgements are not always sufficiently 
documented by preparers of financial statements to the extent required. One submitter considered that 
there is a lack of understanding of qualitative and quantitative factors and entities fail to distinguish between 
known errors and judgements. As a result the submitter suggested that we expand on this as part of a 
separate project. 

FMA response 

We will consider this matter further and explore whether FMA guidance or other market engagement would 
be helpful on this particular topic.  

 

3. Timely basis for updating registers 
Three submitters considered that clarification as to what a “timely basis” is for updating registers would be 
helpful in Principle 5. In the guidance the reference is to a register with details of all related party 
relationships and transactions. 

FMA response 

We are not persuaded that clarification is required. Our approach in Principle 5 is to set out that entities 
should prepare accounting records in a timely manner and, where applicable, keep them maintained 
throughout the year. Principle 5 sets out that entities should regularly update any registers they keep and 
uses the example that a register with details of all related party relationships and transactions should be 
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maintained in a timely basis as relevant activity occurs. We consider that as the “timely basis” is linked to 
“as relevant activity occurs” this provides sufficient clarity.  
 

4.  Inclusion of some additional matters in Principle 1 
Two submitters considered that the wording in Principle 1 referring to “Board, and/or any other person”, in 
the context of keeping records should include a record of discussions between management and the Board, 
and/or any other person, is too broad. 

One submitter requested that we include considered alternative views including the consideration of any 
counterfactual facts, circumstances or arguments. The submitter also requested inclusion of a reference to 
needing evidence of how entities have complied with the accounting requirements in the guidance. 

FMA response 

We agree and have changed Principle 1 to link discussions between management and the Board, and/or 
any other person to when they are of relevance to financial reporting decision-making that has an impact on 
the content of the financial statements. 

We agree and have changed Principle 1 to include details of considered alternatives and why they are not 
applicable. We have also made a change under the Areas of significant judgements and critical accounting 
estimates section of the guidance to include compliance with applicable accounting standards. 

 

5. Users of accounting records and whether records should be held in a 
central repository 

Two submitters requested clarity about the words “who uses” in Principle 3 in the context of records being 
written in a way that is easy to understand and interpret without previous knowledge, by anyone who uses 
and/or is required to inspect those records. 

A submitter considered that it is not practicable for entities to hold all accounting records in one central 
repository. 

FMA response 

We agree this clarity would be helpful. We have changed Principle 3 by deleting the wording “uses and/or” 
so it now reads as: “This includes records being written in a way that is easy to understand and interpret 
without previous knowledge, by anyone who is required to inspect those records, and extends to any 
considerations, inputs and assumptions used as part of the financial reporting process (for example, 
forward-looking information), regardless of when these records were prepared.” 

We agree and have changed Principle 3 to set out that entities should consider maintaining a repository for 
accounting records as part of their control system. 
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6. How long records must be kept in relation to goodwill and type of 
records to be kept for longer than seven years 

Two submitters requested that we clarify the goodwill example in Principle 9 that sets out that the entity 
should keep documentation supporting the acquisition and the goodwill that forms part of the entity’s assets 
until the goodwill is no longer on the balance sheet. 

Two submitters considered that we need to clarify the length of time and one submitter asked if there will be 
further guidance as to what information will need to be kept longer than seven years under Principle 9. 

FMA response 

We agree and have made a change to Principle 9 by deleting the words “the goodwill is no longer on the 
balance sheet” so now reads as: “For example, if an entity acquires a business and records this transaction 
as business combination including the goodwill, if any, the entity should keep documentation supporting the 
acquisition and the goodwill that forms part of the entity’s assets until no longer relevant.” 

We do not agree that further guidance is required for what records need to be kept longer than seven years. 
Principle 9 allows for this as entities need to consider on a case-by-case basis if specific records should be 
kept for longer. 

 

7. Additional specific points 
The guidance should clarify that the FMC reporting entity’s accounting records should include 
sufficient information to assess it is a going concern. 

FMA response 

We will consider this matter further and explore whether FMA guidance or other market engagement would 
be helpful on this particular topic.  

Further explanation of the term “readily available” in the guidance. 

FMA response 

We agree and have clarified this by deleting the term “readily available” from the guidance and replacing it 
with “available at all reasonable times” to align with the wording in section 459 of the FMC Act.  

The guidance should remain as guidance and not become a formal regulation or rule. 

FMA response 

The purpose of the guidance is to set out the principles and the FMA’s expectations of how to comply with 
the legislative requirement in Part 7 of the FMC Act for keeping proper accounting records at all times. 

Change the reference to ‘auditors’ to ‘internal auditors’ in Principle 5 to be clear that it is not a 
reference to external auditors. 

FMA response 

We have updated Principle 5 to make clear the process should include other dependencies. We consider 
that no change to the guidance is required as the reference to auditors allows for both internal and external 
auditors in this context.  
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Requested the Principles of Protection and safeguards and Controls over the accounting records 
be moved as they are critical to the integrity of the accounting records. 

FMA response 

We agree and have moved them to after Principle 6 in the guidance. 

The requirement to document and keep “Any discussions with the external valuer” might contradict 
the requirement to keep a sufficient level of detail. 

FMA response 

We agree, so have updated the Example: Engagement of external valuer in the guidance by making it clear 
that it relates to key discussions with the external valuer relevant to methods, material inputs and 
assumptions as well as the accounting treatment needing to be documented and kept. 

The Appendix: Examples of accounting records in the guidance should be expanded to include 
reference to a board pack. 

FMA response 

We agree and we have updated the guidance to add in references to “board/committee papers.”  

The requirement in Principle 2 to ensure that links and formulas in spreadsheets (especially 
complex ones) will continue to work for that whole period could be challenging. Accordingly, the 
wording should be changed to accommodate good faith or best endeavours. 

FMA response 

We do not agree. Section 459 of the FMC Act requires that entities must make the accounting records 
available for inspection so there is no element of good faith or best endeavours, so no change to Principle 
2. 

Does the “regardless of when these records were prepared” wording in Principle 3 mean this 
requirement will be retrospective? 

FMA response 

The guidance is intended for FMC reporting entities and covers the principles and expectations relating to 
keeping and maintaining proper accounting records and what section 455 of the FMC Act entails and this is 
not a new requirement.  

The guidance should highlight the situations where the FMA would expect an entity to engage an 
external expert to compile technical accounting papers for complex accounting standards. 

FMA response 

Inadequate accounting records forms part of the key drivers for the guidance. The purpose of the guidance 
is not to address the level of understanding in the complex areas but to provide guidance on what section 
455 of the FMC Act entails. Principle 5 sets out that where there is a complex technical accounting issue or 
complex accounting standards then entities should consider engaging with their technical experts and 
auditors. However, we cannot generally prescribe or highlight when entities would expect to engage an 
external expert as there is no standard requiring this. 
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Change the wording in Principle 7 to “may consider” as an entity can meet the requirement to 
maintain appropriate accounting records without having separate policies relating to the altering of 
accounting records. 
FMA response 

We do not agree. Principle 7 refers to FMC reporting entities having policy on altering accounting records. 
Maintaining records is covered in Principle 5 and entities should maintain an audit trail. 

The guidance makes accounting records the sole responsibility of management rather than the 
Board and do not agree with this approach. 

FMA response  

We do not agree. The guidance is clear that the accounting records is the responsibility of the Board. 

The guidance should be reviewed every 12 months. 

FMA response 

We have an open door for FMC reporting entities and their advisers to contact us if any issues arise in 
relation to the guidance, but we consider it is not an effective or efficient use of FMA resources to commit to 
an annual review of the guidance. The guidance may be reviewed if legislative requirements relevant to 
Part 7 of the FMC Act change or if there is a need to update the Principles to address any market practices 
or issues identified. 

The concept of “reasonableness” should be applied broadly across all principles in the guidance. 

FMA response 

We do not agree. This would not be consistent with the legislative requirements.  

The Appendix: Examples of accounting records should be expanded to include management of 
accounting activity, such as budgeting, rolling forecasting, and analytical reports or business 
intelligence reporting. 

FMA response 

The Appendix is non-exhaustive list of examples of accounting records. We do not agree with including 
management accounting activity in the listed examples. The focus of the guidance is on section 455 of the 
FMC Act which is limited to keeping accounting records that correctly record transactions, ensure financial 
statements comply with NZ GAAP (i.e. accounting standards) and ensure financial statements can be 
audited. Significant estimates and judgements that relate to, for example, forecasting, are limited to key 
assumptions and inputs being supportable and reasonable which should be documented and evidenced. 
This is explained in the guidance.  

The guidance should include additional principles of “compliance” and “accountability”  

FMA response 

We consider compliance and accountability are already addressed in the guidance with Principles 1, 3 and 
8 and the Appendix: Legislative requirement to keep proper accounting records. 
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Appendix: Submissions received 

1. ANZ Bank New Zealand Limited 

2. Argosy Property Limited 

3. BDO Auckland (IFRS Advisory) 

4. CPA Australia and Chartered Accountants Australia and New Zealand (joint submission) 

5. Financial Advice New Zealand 

6. Insurance Council of New Zealand 

7. Office of the Auditor-General 

8. PricewaterhouseCoopers New Zealand 

9. Property For Industry Limited 

10. Trust Investments Management Limited 

 

 
 



 
 
 
 
 

ANZ Bank New Zealand Limited 

31 October 2022 
 
 
Financial Markets Authority 
PO Box 1179 
Wellington 6140 
 
By email: consultation@fma.govt.nz 
 
 
 
To whom it may concern 
 
Consultation Paper: Proposed guidance and expectations for keeping proper accounting 
records 
 
Thank you for the opportunity to comment on the proposed consultation paper.   
 
ANZ NZ Bank New Zealand Limited (ANZ) is one of New Zealand’s largest financial institutions. ANZ 
and other companies within its group are Financial Markets Conduct Act (FMC) reporting entities, 
including ANZ New Zealand Investments Limited - a licensed managed investment scheme manager 
and New Zealand’s largest KiwiSaver provider. 
 
Overall, we agree with the majority of the comments in the proposed guidance and we believe that it 
will help reporting entities understand their ongoing obligations with respect to accounting record 
keeping. Whilst we have no significant concerns with the proposed guidance at this time we do have 
the following comments for your consideration: 
 
Question 1. Do you agree there is more clarity with the provided guidance/ is it sufficient? 
 
Proposed Guidance Response 
8. Records kept in a 
location outside entity’s 
registered office 

Further clarification in the guidance would be beneficial around the 
use of electronic or cloud based storage methods, as we expect most 
FMC reporting entities will have moved to a greater use of those 
storage methods (including through internationally based cloud 
service providers). 

 
Question 6. Do you consider there will be any unnecessary compliance costs associated with the 
guidance? 
 
Proposed Guidance Response 
3. Easy to access, use 
and understand. To 
support easy and timely 
access, entities should 
consider maintaining a 
central repository for all 
accounting records, as part 
of their control system.  

The guidance should equally acknowledge that for some entities, 
including many large or complex corporates, it is not practicable to 
hold all accounting records in one central repository. For example 
invoices would usually be held in a separate accounts payable system.  
  

5. Preparing accounting 
records in a timely 
manner and regularly 
maintaining them. 
Entities should regularly 
update any registers they 
keep. For example, a 
register with details of all 

Further clarification in the guidance relating to the timely manner of 
updating the registers would be helpful.  For instance, an annual 
update of the register would seem appropriate for an entity that is 
only required to report related party transactions annually in their 
financial statements in accordance with IAS 24: Related Party 
Disclosures.   
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2. Are there other principles or areas that 
you consider should be included?  
 
If so, please provide details, along with 
why and how this would help to support 
the legislative requirement to keep proper 
accounting records.   

Not at this point. 

3. Do you agree with the content relating to 
supporting documentation for the areas of 
significant estimates and judgements?  
 
Do you agree with the examples 
included?  
 
Do you consider any additional examples 
are required?  
 
If so, please provide details.   

We agree. 
 
Areas of significant estimate and judgement are typically the most 
consequential to the treatment of transactions and events included 
in an entity’s financial statements, and accordingly there should be 
comprehensive Accounting Records (of some description) that 
detail the background, context, analysis, thought process, 
judgements made, etc. that demonstrate that a complete and 
accurate determination has been reached by management with 
respect to the relevant accounting standard(s). 
 
The examples on page 10 appear thorough and complete. 

4. Have you identified any situations not 
referenced in this guidance where you 
have found it difficult to evidence your 
approach?  
 
If so, please provide details 

Not at this point. 

5.  Do you think this guidance will help 
reporting entities understand their 
ongoing obligations?  
 
Please provide reasons for your answer.    

Yes, we believe this guidance will prove invaluable to entities and 
all other stakeholders. 
 
As noted in the Guidance, once published, this guidance will not 
only be relevant to entities that fall under the FMA’s remit, but also 
any and all other entities that have a legislative requirement. 
 
It will ultimately take the form of “best practice” and be actively 
disseminated through industry via: 
 

(i) Auditors directly shinning a light on the Guidance, and using 
it as a “tool” to compel their clients to compile and provide 
such Accounting Records where previously doing so had 
been contentious and/or with our necessary regularly and/or 
legal back up. 
 

(ii) Directors of entities under the FMA’s remit serving on the 
Boards of other entities. 

6.  Do you think there will be any 
unnecessary compliance costs associated 
with the proposed guidance   
and expectations for keeping proper 
accounting records?  
 
If so, please provide details. 

Arguably, there will be additional compliance costs especially for 
those entities who do not currently have robust accounting record 
keeping procedures in place. 
 
Ultimately, it is a compliance cost that entities should have been 
incurring previously. 
 
All the Guidance does is shine a light on an entities existing legal 
obligations are (e.g. for Companies, section 194 of the Companies 
Act 1993) , and how they may need to go about rectifying this. 
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7.  Are there any additional matters that you 
think the guidance should address?  
 
If so, please provide details. 

We believe there is scope within the Guidance for the FMA to 
expand the guidance supplied and provide needed clarity to entities 
on several key areas. 
 

1. In addition to the example of an “…acquisition of a 
business…” on page 7: 
 
(i) Further (non-exhaustive) examples of “complex” 

accounting standards,  
 

(ii) Reasons why they are complicated, and  
 

(iii) (Non-exhaustive) areas that the FMA would 
expect to be addressed in order to address the 
principles of existence, completeness, and 
accuracy. 

 
In our experience, a lack of understanding in this area is the 
primary (practicable) barrier that results in entities: 
 

• Not proactively identifying that they have a complex area 
that requires Accounting Records to be complied, or 
 

• Compiling inadequate Accounting Records that don’t 
demonstrate that a thorough and robust exercise has 
been undertaken. 

 
For the FMA’s information, below are a (non-exhaustive) list 
of accounting standards that we frequently have found (in 
certain instances)  in practice represent those that are 
“complex” where the FMA’s expectation as such could be 
expressed in the Guidance: 
 

• The initial adoption of NZ IFRS for the first time  (NZ IFRS 
1) 

• Share-based payments (including Employee Share 
Option Schemes (ESOPs)) (NZ IFRS 2) 

• Convertible loans (NZ IAS 32, and NZ IFRS 9) 

• Revenue recognition (NZ IFRS 15) 

• Leases (NZ IFRS 16) 

• Financial asset impairment (NZ IFRS 9) 

• Non-financial asset impairment testing (NZ IAS 36) 

• Whether an entity “controls” an investee (i.e., is a 
Subsidiary) (NZ IFRS 10) 

• Whether and entity “jointly controls” an investee (i.e., is a 
Joint Arrangement) (NZ IFRS 11) 

• Whether a Joint Arrangement is classified as a Joint 
Venture or Joint Operation (NZ IFRS 11) 

• Whether and entity has “significant influence” over an 
investee (i.e., is an Associate) (NZ IAS 28) 

• Whether Development costs meet the criteria to be 
capitalised as an intangible asset (NZ IAS 38) 
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2. Highlighting the situations where the FMA would expect 

an entity to engage an external expert regarding the 
compilation of Technical accounting papers for complex 
accounting standards. 
 
For example, we would recommend wording to the effect of: 
 
Ordinary, the engagement of an external expert by the 
reporting entity to assist with the preparation of a reporting 
entity’s Technical accounting paper would be where the 
reporting entity does not have sufficient internal expertise 
and/or resource: 
 
(i) To identify that a transaction or event relates to 

“complex” accounting standards. 
 

(ii) To identify the which “complex” accounting standards 
(and other associated interpretations published 
guidance) that are applicable and must be consider. 

 
(iii) That have a working knowledge of the “complex” 

accounting standards identified in (ii). 
 

(iv) That have practical experience in applying the “complex” 
accounting standards identified in (ii) to the specific 
transaction or event in question. 

 
Where an external expert has not been engaged by the 
reporting entity despite the above, the FMA’s expectation 
would be that this determination, and reasons as to why this 
is appropriate, is: 
 
(i) Documented. 

 
(ii) Signed and approved by the appropriate level of 

delegated authority in the reporting entity (for example, 
the Chairperson of the Audit and Risk Committee, where 
appropriate). 
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3. Expanding on what a Technical accounting paper is 

expected to include, at a high level. 
 
For example, we believe that for clarity and consistency of 
documentation processes between entities it would be useful 
to include guidance around expectations  including: 
 

• Reiterating the point on page 6 that a Technical 
accounting paper should be written and structured in a 
way that is easy to understand and interpret without 
previous knowledge of the transaction or event, by 
anyone who uses and/or is required to inspect those 
records (including, but not limited to, the reporting entity’s 
external Auditor). 

 

• Highlighting the structure that a Technical accounting 
paper would ordinarily follow, such as sections on: 

 
(i) Purpose 

 
(ii) Executive summary 

 
(iii) Relevant background facts and circumstances 

 
(iv) Relevant areas of the “complex” accounting 

standard(s) that have been addressed, including 
significant estimates and judgements made, such 
as, but not limited to (where relevant): 

 
(a) Scope (why has the transaction or event be 

considered against the accounting 
standard(s), including whether to prove or 
rebutted that it is in its scope). 
 

(b) Satisfaction of recognition criteria. 
 

(c) Satisfaction of classification criteria. 
 

(d) Satisfaction of initial measurement criteria. 
 

(e) Satisfaction of subsequent measurement 
criteria. 

 
(f) Valuation requirements. 

 
(g) Presentation requirements. 

 
(h) Disclosure requirements. 
 

(v) That with respect to (iv) above, in order to 
demonstrate completeness and accuracy of, the 
FMA expects that there would be clear and 
through cross-referencing back to relevant 
paragraphs to the relevant accounting stand (or 
refences to other guidance). 

 
 
 

 
 

 
 







 

 How to make materiality judgements in specific circumstances, namely, how to make materiality 
judgements about prior-period information, errors, and in the context of interim reporting. 

 Qualitative factors to be considered when arriving at quantitative materiality thresholds.  
 Transaction level materiality levels and financial statement level materiality. 
 Assumptions made in relation to determining the information needs of external stakeholders. 
 Dealing with publicly available information about the entity.  

Given the External Reporting Board (XRB) has publications on this topic, we suggest specifically 
referencing to IFRS Practice Statement 2 Making Materiality Judgements on the XRB’s website.  

5 Do you think this guidance will help reporting entities understand their ongoing obligations? Please 
provide reasons for your answer. 

The obligations relating to keeping accounting records are likely already familiar to many preparers. In 
our view the guidance should assist preparers understand their obligations and how to approach more 
complex estimates and requirements. The types and nature of discussions, including examples, are 
particularly useful to clarify expectations. 

6 Do you think there will be any unnecessary compliance costs associated with the proposed guidance 
and expectations for keeping proper accounting records? If so, please provide details. 

We do not believe the proposed guidance introduces new practices or additional requirements. Rather 
the proposed guidance adds structure and clarity to the existing requirements. We do not consider any 
reasonable incremental expense as ‘unnecessary compliance costs’ because the maintenance of proper 
accounting records is fundamental to high quality financial reporting.  

7 Are there any additional matters that you think the guidance should address? If so, please provide 
details. 

We recommend including the following additional material within the guidance to support Principle 1 
Sufficient, supportable and reliable’:  

 Reviewing accounting records in a holistic manner to not only assess the accuracy and completeness 
of the accounting records but also to ensure alignment with other non-financial information that may 
form part of corporate disclosures to the market or to regulators.   

 Aligning the terminology used in Principle 1 with that used in the auditing standards. For example, 
ISA (NZ) 500 Audit Evidence refers to two key attributes of audit evidence, sufficiency (quantity) 
and appropriateness (quality). The attribute ‘appropriateness’ is about keeping information that is 
relevant. 

 When relying on external experts, considering the currency of any reports in light of economic 
conditions that may have changed significantly from the report’s date of issue.  

Feedback summary – if you wish to highlight anything in particular 

Please note: Feedback received is subject to the Official Information Act 1982. We may make submissions available 
on our website, compile a summary of submissions, or draw attention to individual submissions in internal or external 
reports. If you want us to withhold any commercially sensitive or proprietary information in your submission, please 
clearly state this and note the specific section. We will consider your request in line with our obligations under the 
Official Information Act.  

Thank you for your feedback – we appreciate your time and input. 







 



 

 

 
 
 
 
 
28 October 2022 
 
Financial Markets Authority 
PO Box 1179 
 
Wellington 6140 
 
 
By email: consultation@fma.govt.nz 
 
FMA Consultation: Proposed Guidance and Expectations for Keeping Proper 
Accounting Records. 
 
Thank you for the opportunity to provide feedback on the Financial Markets Authority 
Proposed Guidance and Expectations for Keeping Proper Accounting Records. 
 
The Insurance Council of New Zealand/Te Kāhui Inihua o Aotearoa (ICNZ) 
represents general insurers and reinsurers that insure about 95 percent of the 
Aotearoa New Zealand general insurance market. Our members heavily rely on 
accurate accounting records for both their internal accounting functions and their 
underwriting of certain liability product lines such as Directors & Officers Liability 
where financial statements and sets of accounts are required at the beginning of 
each insurance period.       
 
ICNZ recommends that this proposed guidance remains as simply “Guidance” and 
does not become a formal regulation or rule. Insurers adhere to specific accountancy 
and reporting standards, namely International Financial Reporting Standards like 
IFRS-4 that will be superseded by IFRS-17 from 1 January 2023. If this guidance 
were implemented as a regulation, then it would likely lead to a duplication in 
compliance costs as insurers would have to prove compliance while working with the 
specific reporting standards.  
 
Scope  

While the Guidance appendix provides a long list of examples of “accounting 
records”, it was not clear whether this definition included management accounting 
activity, such as budgeting, rolling forecasting, and analytical reports or Business 
Intelligence reporting. For example, insurers generally use analytic reporting to 
reconcile levy returns, which we think is not part of the accounting record definition.   
 

Insurance Council of New Zealand
Level 2 Asteron House, 139 The Terrace, 
Wellington 6011

Tel 64 4 472 5230
Email icnz@icnz.org.nz
Fax 64 4 473 3011

www.icnz.org.nz
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Our comments below assume these management accounting activities are out of 
scope. If they were, the impact noted below would be wider (e.g., record of 
budgeting/rolling forecast assumptions).  
  

Feedback on the Principles 

• Principle 1 – Sufficient, supportable and reliable 
 

o It is unclear how materiality fits with this section. Would an accounting 
judgement relating to a balance of $1,000 need a dedicated paper to 
explain that the amount was considered and determined not to be 
material? This appears burdensome and outside of the intention of the 
principle.  

o We agree that for significant balances and for significant judgements, 
documentation is required. 

o Note, however, the threshold of materiality or significant balance may 
be different for different financial items. For example, a 30 percent 
overspend on an expense line may be deemed material from 
management’s perspective, but the dollar value may not be material for 
accounting purposes. It may not be a clear what material or significant 
balance is as this can be very subjective.  

o The need to have record of discussions with “Board, and/or any other 
person” seems too broad and could result in an additional 
administrative burden. Also, the scope of content seems too broad, 
especially if papers are being prepared to cover the accounting 
judgement made.  

o “The same expectations apply if an entity engages an external expert 
for accounting purpose.” Does actuarial work from an external actuarial 
provider fall under the definition of accounting record? If so, how do 
management ensure the same level of record keeping occurs at the 
office of the external provider?  

o Is there a need to perform detailed review and determine the level of 
support currently in place for each accounting transaction and then 
assess whether it is sufficient? 
  

• Principle 2 – Reasonable format 
  

o Noting that the minimum length of time for holding a record is seven 
years, we are concerned that it would be challenging to ensure that 
links and formulas in spreadsheets (especially complex ones) will 
continue to work for that whole period. Internal systems changes or 
even software updates may be changed and unknowingly affect this 
functionality. Accordingly, it is likely to be a challenge to confirm this 
will always work, however the intent of this principle is correct.  So 
maybe the wording should be revised to accommodate good faith effort 
or best endeavours. 

o When receiving input from an external expert, what kind of data or 
spreadsheet records will need to be kept in-house? Or is would 
keeping the record of the final outcome be sufficient?   
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• Principle 3 – Easy to access, use and understand 
 

o Technical accounting papers can be difficult to write in a way that is 
easy to understand for someone “without prior knowledge”. The same 
applies for accounting records for insurance activities as these can be 
complex.  

o Is the aim to simplify complicated reports or can this requirement be 
met by explaining the complicated reports in a simplified way when 
required?  

o Would process notes across all areas, including the complicated 
accounting records, that clearly outline the purpose and assumptions 
satisfy this requirement to explain the specialist/complicated underlying 
data? 

o It mentions “regardless of when these are prepared” – does this mean 
this requirement will be retrospective? 
 

• Principle 4 – Supportable materiality assessment 
 

o While we agree that documentation of materiality assessments is 
sensible, it is not clear at what point this documentation is needed if the 
value of the relevant transactions is not material. More clarification on 
this point would be helpful. 
 

• Principle 5 – Timely manner and regular maintenance 
 

o Assessing the impact of standards that have been issued, but are not 
currently in effect, but which will soon come into effect will be complex 
and difficult to achieve. For example, IFRS17 is due to come into effect 
but not all impacts of the standard can be calculated with the certainty 
this principle seems to suggest. 

o A register with all related party transactions is challenging in large 
organisations as many small transactions that may be affected that are 
recorded in the accounting records but not in a register. 
 

• Principle 6 – Reconcile with financial statements  
 

o We have no comment on Principle 6. 
 

• Principle 7 – Length of time 
 

o We note that the wording is “at least 7 years” and assume this will 
accommodate holding accounting records for long-tail events, such as 
the Canterbury earthquakes. Will there be further guidance as to what 
information will need to be kept longer than 7 years?  

o Records showing “goodwill calculations” may need to be kept in 
perpetuity. 

• As an example, if an entity acquires a business and records this 
transaction as a business combination including the goodwill, if 
any, the entity should keep documentation supporting the 
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Subject: Proposed guidance and expectations for keeping proper accounting records
 
Thanks for your proposed guidance and expectations for keeping proper accounting records. By and
large these make sense, save for this item on page 8:
 

8. Records kept in a location outside entity’s registered office
Where an entity keeps its accounting records in a location outside its registered office (for
example, with an outsourced accounting services provider or other cloud service provider in
New Zealand), it needs to ensure the records are kept following all the key principles and
considerations and are accessible for the required period of time. The reporting entity and its
directors remain responsible for the records.
 
Although original accounting records can be stored overseas, the entity must send, and
keep documents in in New Zealand that enable the preparation of financial statements in
accordance with the FMC Act. This includes any other documents annexed to the financial
statements that give information required by any enactment.

 
Thinking of our own circumstances, we use a property management and accounting system that is
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