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This assessment is based on Air New Zealand Limited’s Annual Report and Annual
Shareholder Review for the period ended 30 June 2014.

QUESTION ONE

(@)

Justify the importance of the following statement, written at the bottom of Air New Zealand
Limited's Annual Shareholder Review, for any user of this information.

“The accounting policies used in these financial statements are attached in the
notes to the Annual Financial Statements.”
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Included in Air New Zealand Limited’s Annual Shareholder Review is a report titled
“We're supporting Brand New Zealand” about what the company has done to become
one of the world’s most environmentally sustainable airlines.

(b)
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Justify how this report could be relevant to satisfying the information needs of a current
shareholder of Air New Zealand Limited.
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Justify ONE limitation of the general purpose financial statements in Air New Zealand

Limited’$ Annual Report, using a specific example in your explanation.
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QUEST’ON TWO ASSESSO}

USE ONL.

The following extracts are contained in the Annual Shareholder Review of Air New
Zealand Limited for the period ended 30 June 2014.

“Our continuing fleet renewai programme means that our capital expenditure will be
elevated in the coming years.”

“The year finished on a very exciting note as we took delivery of our first Boeing 787-9
Dreamliner aircraft, the first of its type in the world.”

“Fleet replacement programmes resulted in increased depreciation and reduced lease
costs as owned aircraft replaced operating leased aircraft.”

(@) Justify why the total cost of purchasing the first Boeing 787-9 Dreamliner is capital
expenditure, and explain how this aircraft provides future economic benefit for Air New
Zealand Limited.
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(b) Justify how depreciation on the aircraft fleet reported in Air New Zealand Limited's income ASSESSOR'S
Statement meets the{definitionf of an expense.
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Justify how the cost constraint on useful reporting is applied to Air New Zealand Limited as a

New Zealand reporting entity.
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For the period ending 30 June 2014, the fair value of Air New Zealand Limited’s
investment in Virgin Australia Holdings Limited was $422 million, after being revalued
downwards by $18 million.

{(d)  Justify how an jggp_endamiam& n leading to a downwards revaluation of Air New Zealand
Limited’s investment in Virgin Australia Holdings Limited meets the fundamental qualitative

characteristic of faithful representation.
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QUESTION THREE

Air New Zealand Limited operates a loyalty programme in which customers can earn
Airpoints Dollars when booking flights. For an Airpoints member, these Airpoints
Dollars Relp to reduce the cost of buying future airline tickets and must be used

S e s ST . .
(redeemed) before they expire. Airpoint Dollars are usually valid for four to five years.
Air New Zealand Limited knows from historical experience when Airpoints members
redeem their Airpoint Dollars.

The Airpoints Dollars owed to Air New Zealand Limited’s loyalty programme members is
shown by the following extract from Note 15 to the financial statements.

Note 15 2514
$M

Current liabilities
Revenue in advance -~ Airpoints loyalty programme 101

Non-current liabilities

Revenue in advance — Airpoints loyalty programme 143

Justify why Air New Zealand Limited has reported the Airpoints loyalty programme as both a
current and non-current liability, using the above information.

In your answer, explain:

. how Air New Zealand Limited's loyalty programme meets the definition and recognition
criteria of a liability —

. how Ajr New Zealand Limited has applied the going concern assumption to reporting the
loyalty programme as both a current and a non-current liability.
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Achievement with Merit exemplar for Accounting 91404 2015 Total score | 16

Q

Grade
score

Annotation

E7

The candidate was awarded two grades for:

users knowing the policies / assumptions / bases that have been adopted / used in
the preparation of Air New Zealand Limifted’s annual financial statements to aid
comparability and adds that accompanying notes provide additional detail and
disclosures for users to make sound decisions {buying shares) based on Air New
Zealand Limited's annual financial statements. (C)

explains the limitation of the identified example (customer service) of a non-
financial item, linked to the future profitability of Air New Zealand Limited. (C)

M5

The candidate was awarded four grades for:

describes that the Boeing 787-9 Dreamliner aircraft will provide economic benefit
for Air New Zealand Limited beyond the current accounting period (I}

describes how the Boeing 787-9 Dreamliner aircraft is used to earn income for
Air New Zealand Limited (1)

an expense results in a decrease in assets {(aircraft}, a decrease in equity, and is
not a distribution o shareholders (U)

explains how faithful representation is satisfied by using an independent valuer to
revalue Air New Zealand Limited's investment in Virgin Australia Holdings
Limited (1)

A4

The candidate was awarded the following four Achievement grades:

states that the past event was when Air New Zealand Limited 's Airpoints
members earned the Airpoints Dollars

identifies that there is an outflow of economic benefit from Air New Zealand
Limited when members redeem their Airpoints Dollars

there is a probable outflow of economic benefit from Air New Zealand Limited, as
members will try {o ensure that they use the Airpoints Dollars before the date of
expiry

reliable measure of the loyalty programme based source documents from Air
New Zealand Limited

The candidate was awarded the following three Merit grades:

describes Air New Zealand Limited has a contractual obligation to honour the
loyalty programme until such time the Airpoints Dollars are redeemed

links the description why Air New Zealand Limited is a going concern to the
classification of liabilities as current and non-current

describes an explanation as to why the $101 million of the loyalty programme is
raported as a current liability

AND

describes an explanation as to why the $143 miltion of the loyalty programme is
raported as a non-currant liability.




