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WEBSITE POSTING FOR EUROPEAN VOICE   

Serious Challenge Demands Partnership 

Recent statements by the European Commission have created clear expectation of who 

should lead the charge toward an energy-efficient and low-carbon economy.  The collective 

finger is pointed at us, the Information Communication Technology sector (ICT).   

The positive news for policy makers is we’re up to the challenge.  Provided we have them as 

partners in the process in order to achieve meaningful results in the timeframes involved.   

Why a partnership?  The saying goes that Global Warming is an ‘equal-opportunity crisis’.  

Nearly all industries — including ours—contribute to the planet's ever-increasing carbon 

footprint.  The irony is that (and the Commission appreciates this), of all the sectors 

contributing to the problem, no one is better placed to assume the leadership mantel.         

On a day-to-day basis, we do what the Community is asking of us.  Solving problems and 

delivering results.  Yet to gain the traction and momentum needed for an undertaking of 

this size and urgency, we need two actions to take place.     

One is a clear policy pathway; the other is a commitment to focus on solutions that are well 

past the drawing board.     

Policy-wise we need a sustainable regulatory framework for large scale private sector 

investment in high speed broadband networks.  One that balances risk and return on 

investment in order to make the difference the Commission expects.   



With more certainty would come more innovation leading to more solutions for climate 

change issues and more economic and social benefits across Europe. 

Collectively we need to agree on expenditure priorities for the Commission’s proposed extra 

€300 million and annual €200 million yearly ICT research support.  We are well down the 

road in applying smart technology/metering for the building, transport and logistics sectors; 

an area of focus where the Commission sees ICT can play a positive role.   

These technologies 

are just the tip of the 

carbon reduction 

iceberg in our 

repertoire of 

capabilities.  The next 

wave of activity is 

where real 

differences can 

accrue.   At heart 

we’re innovators and 

we’ll continue to 

invest in new 

technologies and 

solutions.  Extra funding to encourage e-commerce and dematerialisation; teleconferencing 

(where a 20% uptake could reduce CO2 emissions by 22 million tonnes per year); cloud 

computing and the expansion of e-medicine and e-education, would make a significant 

difference.     

Bold action, along with more tailored, targeted and even imaginative fine detail to 

encourage take up, are what we need.  Tax initiatives, awareness raising campaigns and the 

like would benefit business and individuals at a country and Community level.  Lifting of VAT 

on broadband subscriptions, or on hardware replacement to more energy efficient 

technology, are but two means that would work.    

As leaders, we understand the need to get our own sustainability ‘house’ in order. ETNO has 

a long record of commitment to environmental protection and sustainability.  Two examples 

are our 1996 Environmental Charter and our 2004 Sustainability Charter.  At present we are 

responsible for 2% of carbon emissions in Europe: 1.75% resulting from the use of ICT 

products and services, and 0.25% from their production.   

At a country and Community level we know ICT can improve and still have the wherewithal 

to assist the other 98% of contributors. 



As the world prepares for the United Nations Climate Change Conference Copenhagen 2009 
what more tangible message can we communicate to those visiting our backyard than this?  
Collectively the ICT industry and the European Commission understand and embrace this 
global challenge.  More importantly, we’re doing something about it.   

 

WEBSITE POSTING FOR NEW ACCOUNTING 

STANDARDS   

Will the Winds of Global Accounting 
Change Blow Away the Local Crop? 

As someone in the business of growing things, the concept of ‘you reap what you sow’ 

should be well understood.  That being the case, this truism will be helpful in reconciling 

why an accounting standard known as the International Financial Reporting Standard (IFRS) 

may eventually dictate how many people’s financial affairs are managed. 

The current economic malaise is clearly top of mind and of a scale that few can truly fathom, 

but the roots of IFRS go further back in time—in fact before other significant economic 

‘meltdowns’ such as the collapse of Enron, WorldCom and the like.  The International 

Accounting Standards Committee (IASC) was formed in 1973 and issued many international 

accounting standards.  The IASC was restructured to become the International Accounting 

Standards Board (IASB) in January 2001.   

The motivation to achieve capital market efficiencies that could be gained by everyone using 

the same standards was well and truly in motion but the timing also coincided with some 

major corporate malfunctions.  Commonality of reporting now allowed the means to 

monitor the corruption and shoddy business practices of some ‘sowers’.  To achieve these 

aims, common sense and consensus suggested that there should be a common ‘rule book’ 

for how business around the world would be conducted.  Thus IFRS became the ‘brand’ of 

choice among regulators, bureaucrats and decision makers.   



At the time, many 

heralded the 

arrival of this 

common ‘linqua 

economica’ by 

saying the 

standardization of 

information and 

reporting will do 

for the business 

reporting sector 

what containers 

have done for 

shipping and 

logistics.  Just as 

has happened in 

its freight movement counterpart, removing inefficiencies in ‘low value added’ parts of the 

process would open up enormous opportunities as well as markets. 

That is still the expectation but along with the hoopla have been concerns about what will 

eventually ‘trickle down’ to the common folk about how decisions being made in far away 

shores will affect day-to-day lives.  Suffice to say that the new rules being contemplated 

make even the International Rugby regulations look a piece of cake with various Standards 

being worked upon to cater for every contingency imaginable.   

Feeling the heat 

The one raising the most heat so far among New Zealand growers is what is known as New 
Zealand International Accounting Standard 41.  The objective of this Standard seems 
innocent enough; namely to establish standards of accounting for agricultural activity—that 
being the management of the biological transformation of biological assets (living plants and 
animals) into agricultural produce (harvested product of the enterprise's biological assets).  

Again seemingly straight forward but digging a little deeper into the implications of this 
Standard unveils one potentially major thorn.  For those who must, or choose, to comply 
with IFRS  one requirement may be that you must account for crops at the stage they are at 
relative to your balance date under a move designed to determine ‘fair value’ vs. the more 
traditional ‘cost/expense’ approach.  So growers of the future might find themselves in the 
seemingly far-fetched position of possibly having to account for the value of growing 
produce just days after having planted the seeds.   

 

 A taste of what NZ IAS 41 might bring.   



The standard under consideration states that: 

In some circumstances, market-determined prices or values may not be available for a 
biological asset in its present condition.  In these circumstances, an entity uses the present 
value of expected net cash flows from the asset discounted at a current market-determined 
pre-tax rate in determining fair value.   

The objective of a calculation of the present value of expected cash net cash flows is to 
determine the fair value of a biological asset in its present location and condition.  An entity 
considers this in determining an appropriate discount rate to be used and in estimating the 
expected net cash flow.  The present condition of a biological asset excludes any increases in 
value from additional biological transformation and future activities of the entity, such as 
those related to enhancing the future biological transformation, harvesting and selling. 

In agreeing an arm’s length transaction price, knowledgeable, willing buyers and sellers 
consider the possibility of variations in cash flows.  It follows that fair value reflects the 
possibility of such variations.  Accordingly, an entity incorporates expectations about 
possible variations in cash flows into either the expected cash flows, or the discount rate, or 
some combination of the two. 

And so on. 

But before succumbing to blind panic, rage or disbelief, Ernst & Young head of technical 
accounting, Kimberley Crook suggests pausing, taking a deep breath, and talking to your 
own accountant about IFRS.  While much momentum has occurred, she says small New 
Zealand businesses and New Zealand growers in particular may not need to apply IFRS. 

Her reassurances have substance as she is au fait with many matters IFRS having worked  at 

the UK Accounting Standards Board under Sir David Tweedie before joining the staff of the 

International Accounting Standards Board (IASB) shortly after its formation in 2001.   

Returning to New Zealand in 2005 she joined the New Zealand Institute of Chartered 

Accountants (NZICA) as its Technical Director – Accounting Standards where she has been 

part of the shaping of NZ IAS.   

Working back now in the day- to-day world of accounting and business consultancy, she 

says that while the process might seem revolutionary it is also very much an evolutionary 

and consultative process which is still a work in progress.     

“New Zealand has certainly adopted IFRS for some entities following moves in many other 

countries, including Australia.  But for small or medium-sized entities (SMEs), it is a fluid 

situation and quite complicated as not all entities need comply.  So the introduction of IFRS 

in New Zealand is still in a transition phase.” 

Part of playing by the rules 



While IFRS may seem to some to be no more than unnecessary bureaucratic red tape, 

Kimberley says that the need for such a regime is a by-product of globalization.  Quite 

simply if New Zealand, or any other country, wants to be part of the world game, playing by 

the rules set will be imperative.   

“The introduction is part of an international move—Australia, for example, changed in 2005 
as did the European Union.”   Though quick off the mark in determining the need for 
legislative changes, the United States is still in the ‘looking at’ phase of making the move as 
is Japan.  Those most immediately affected have been entities that operate cross border 
with the whole push being so that everyone is talking the same fiscal language.  The main 
benefit is that a standard approach allows for transparency and consistency of what is being 
applied in other markets.   

“There are also business benefits.  Operating under this new regime communicates the fact 
that you are ‘up with the play’, competitive and mindful of reporting to your stakeholders 
according to a global standard.  This is particularly the case for anyone looking for 
international investors or if there are international creditors as part of the business.  In short 
it will make any dealings more manageable, seamless, and transparent.” 

So what is the situation for the bulk of New Zealand enterprise?  Kimberley says much has 
been done but still much more remains to consider.   

“In some cases it is an ‘either/or’ kind of scenario for compliance with NZ IFRS or the 
existing NZ accounting standards, depending on the size, or nature, of the entity.  In 
particular, large scale companies have had to comply on/after Jan 2007 as set out in a 
determination issued by the Accounting Standards Review Board (ASRB), an independent 
crown entity established by the Financial Reporting Act.  So larger corporates and listed 
entities have no choice but the terrain for SMEs is still not so clear.”   

Currently there is a review of compliance requirements being mapped out by the Ministry of 
Economic Development with input from the likes of the ASRB and the Financial Reporting 
Standards Board (FRSB) of NZICA.  They have decided to delay the mandatory adoption of 
IFRS for some situations.  Kimberley explains why.   

“A great deal of attention is being focussed on what level/type of entity needs to be part of 
legislative accounting requirements.  For example, one of the questions is the degree to 
which we should align ourselves with Australia.  Their so-called ‘small’ enterprises typically 
are not required to comply with accounting standards.  And their definition of ‘small’ is 
actually our equivalent of what would be considered a sizeable undertaking.   

“Finding the threshold that fits into the local experience and business models is the reason a 
discussion paper is due out in 2009 to further probe where the burden of obligation should 
lie.  At that point the decision might be to follow the Australian route or otherwise propose 
changes to what the various thresholds should be.” 

So when it comes to the possible ‘bug bear’ for the growing sector contained in NZ IAS 41, 
time is certainly on most people’s side.   



“At the moment, some entities must comply with NZ IFRS, including NZ IAS 41.  For example, 
if you are a listed or overseas owned entity, you must comply.  Or if you exceed any 2 of 
these 3 size thresholds--$20 million annual turnover, $10 million in assets and 50 or more 
employees—you must also comply.  But if not, you have a choice of whether to adopt NZ 
IFRS or continue using the ‘old’ NZ accounting standards—and even if you do choose to 
adopt NZ IFRS, you have a choice of accounting on a ‘fair value’ or ‘cost’ basis under NZ IAS 
41.”   

 

A case of fair play 

Again, those not following NZ IFRS won’t have to account for crops under growth but rather 
can continue to report based on expenses incurred for labour, fertilizer, seedlings and the 
like.  Under the IFRS ‘fair value’ approach, the end result will necessitate growers to come 
up with the value of the growing crop at the point of where their balance date falls.   

“If your balance dates falls at the end of harvest time, then that calculation will be fairly 
straight forward.  If the balance date falls outside this there will need to be an 
approximation of the value of what the growth phase is at the time.  Part of the solution 
may be in changing balance dates to mirror growing season but be aware that may not be 
possible and could produce unwanted tax implications.  The key thing is to get professional 
advice if your business falls under IFRS or, for strategic reasons, you decide you want your 
business to comply with this international accounting approach.” 

In the meantime, Kimberley maintains it is literally years before any semblance of storm 
clouds, if any, might gather on the growing horizon.   

“The reality is that with discussion papers, submissions, passing into legislation and then the 
year’s grace for adoption means for most small enterprises IFRS is a long time away.  People 
may read some headlines and fail to fully grasp the ‘big picture’ impetus and compulsion 
behind the move, or that the situation for SMEs is still under review.  Rest easy that the 
whole point of the  review is to make sure we get the right approach for small businesses in 
New Zealand, including small growers.” 

 


