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This Standard should be read in the context oBk@anatory Foreword
to General Purpose Financial Reporting publishedhsy Council,
Institute of Chartered Accountants of New Zealand.

The Accounting Standards Review Board has approved
FRS-32: Financial Reporting by Superannuation Sciseffee the purposes of the
Financial Reporting Act 1993, to apply to all pensovho are superannuation
trustees (as defined in the Securities Act 1978¢$pect of the general purpose
financial reports of the superannuation schemeshitkvthose persons are
superannuation trustees (as so defined) other fitdiemes that are expressly
exempted by the terms of the Standard.

1 INTRODUCTION

COMMENTARY
1.1 This Standard deals with financial reportingshperannuation schemes.

1.2 Financial reporting standards are paragraphsliohtype-face in this Standard.
Where appropriate, interpretative commentary pamts in plain type-face follow
the financial reporting standards.

2 APPLICATION

STANDARD

2.1 This Standard applies to general purpose finamal reports of all
superannuation schemes except where exempted in pgraphs 2.6 or 2.8.

COMMENTARY

2.2 Superannuation schemes are defined contribatiperannuation schemes or
defined benefit superannuation schemes. Many meghie creation of separate
funds to which contributions are made and from wtbelnefits are paid. Such

funds may or may not have separate legal identity may or may not have

trustees. This Standard is to be applied regadidéswhether such funds are
created and regardless of whether trustees arerapgddormally. This Standard is

also to be applied to superannuation schemes fegardf whether their assets are
invested with investment fund managers or otherwiSeneral purpose financial

reports include interim financial reports.

2.3 This Standard does not deal with other formsngbloyment benefits such as
employment termination indemnities, deferred conspéon arrangements, long-

2-336.2



FRS-32

service leave benefits, special early retirementedundancy schemes, health and
welfare schemes or bonus schemes.

2.4 This Standard does not deal with accountirgniremployer’s financial report
for employee entitlements, including retirementdfés.

2.5 Compliance with this Standard meets the GoventrActuary’s interpretation
of the disclosures to be made in the annual acsoofnd scheme as required by
section 13(1)(b) of the Superannuation Schemes 289.1

STANDARD

2.6 Superannuation schemes that are not issuers dsfined by section 4 of
the Financial Reporting Act 1993 and with membershipat the balance date
consisting of one person, or two persons where eacghember is able to
command and obtain information that meets their neds, are not required to
comply with this Standard.

COMMENTARY

2.7 Superannuation schemes exempted by paragrayre2effectively providing
special purpose financial reports, as membersesetlschemes have the power to
obtain the information they require.

STANDARD

2.8 This Standard shall not apply to superannuatiorschemes whose only
assets (other than temporary deposits at call witla bank) are endowment,
whole of life or other long-term insurance policiesthat match and fully
guarantee the benefits to be paid to individual meivers.

COMMENTARY

2.9 Superannuation schemes exempted by paragraplar2. encouraged to
disclose information that would assist them in désging their accountability
obligations to members. For example, disclosur¢hefamounts contributed by
sponsors and members, and of expenses of the pdamred by trustees, during
the reporting period is relevant to the accounigbfunction of the financial

statements of superannuation schemes.

STANDARD

2.10 The financial reporting standards set out intiis Standard shall apply
to all financial reports where such application isof material consequence. A
statement, fact, or item is material if it is of seh a nature or amount that
its disclosure, or the method of treating it, givenfull consideration of the
circumstances applying at the time the financial rgort is completed, is likely to
influence the users of the financial report in makig decisions or assessments.

2.11 This Standard applies to general purpose finamial reports of
superannuation schemes covering periods beginningn@r after 1 July 1998.
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3 STATEMENT OF PURPOSE

COMMENTARY

3.1 The purpose of this Standard is to provide guig on:

(@) the manner in which superannuation schemesoaeecount for particular
transactions and events;

(b) the format(s) of superannuation schemes’ firdmeports; and

(c) the information to be disclosed in financiglogs of superannuation schemes.

The financial report shall provide information abdle financial resources of the
scheme that is useful in assessing the relationsaipreen the accumulation of
resources and scheme benefits over time, in addiithe discharge of accountability
by the scheme’s trustees and administrators tectiieme members and beneficiaries.

4 DEFINITIONS

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

4.1 “Accrued benefits” in a defined benefit superanoation scheme are
benefits that the scheme is presently obliged to ansfer in the future to
members and beneficiaries as a result of membershigf the scheme up to the
measurement date.

4.2 *“Accrued benefits” in a defined contribution superannuation scheme
include benefits that the scheme is presently obkgl to transfer in the future
to members and beneficiaries as a result of membédrp of the scheme up
to the balance date. Accrued benefits encompass lefits that have been
allocated, where appropriate, to individual members accounts, sponsors’
accounts and reserves.

COMMENTARY

4.3 Accrued benefits in a defined contribution sapeuation scheme include
amounts allocated, where appropriate, to individnambers’ accounts, sponsors’
accounts, and reserves. Reserves include forfeiéadfits and are amounts that a
defined contribution scheme has not allocated tonbes or sponsors. These
amounts may have been designated as reserves lschieene’s trust deed or
appropriated for specific or general purposes kB shheme’s trustees. If an
obligation to transfer to sponsors or other ergtiieises in respect of any amounts
classified as reserves, these amounts should ¢teds® classified under liability
for accrued benefits; they should instead be tearesi from reserves and
reclassified as other liabilities.

STANDARD
4.4 “Beneficiaries” are those persons who are currdly receiving benefits,
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or are currently or contingently entitled to receive benefits in the future, from
the superannuation scheme.

4.5 “Carrying amount” of an asset or liability is the amount at which the
item appears in a scheme’s records. It has the sarmeaning as the term
“book value.”

4.6 “Class of assets or liabilities” is a categorgf assets or liabilities that have
a similar nature or function in the operations of asuperannuation scheme.

4.7 “Defined benefit superannuation schemes” are s@pannuation schemes
under which amounts to be paid as retirement bendf are determinable
usually by reference to the member’s salary levelral/or years of service, and
for which actuarial valuations are necessary. Defied benefit superannuation
schemes encompass all schemes other than definedtdbution superannuation
schemes.

COMMENTARY

4.8 For the purposes of this Standard, those schéme exhibit features of both
defined contribution and defined benefit superatinnaschemes are classified as
defined benefit superannuation schemes.

4.9 The Superannuation Schemes Act 1989 (sectionrd&jires actuarial
examinations to be carried out at least every tlyesa's if a registered scheme
provides benefits that are dependent on the caerticigs of human life, and the
risks associated with those benefits are not fulsured with a company engaged
in the business of insurance. Such a schemehéoptirposes of this Standard, is
classified as a defined benefit superannuationrsehe

STANDARD

4.10 “Defined contribution superannuation schemes”are superannuation
schemes under which amounts to be paid as retiremebenefits are determined
by accumulated contributions to a scheme togetherith net investment earnings
thereon.

4.11 “General purpose financial reports” are finandal reports that are
intended to provide information to meet the needs foexternal users who are
unable to require, or contract for, the preparation of special reports to meet
their specific information needs.

COMMENTARY

4.12 The primary users of financial reports of sapauation schemes include
scheme members and beneficiaries, potential memizenployers, sponsors,
financial analysts, and advisers.

4.13 The termfinancial reports when used in this Standard, means general
purpose financial reports.
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STANDARD

4.14 “Measurement date” of accrued benefits of a dimed benefit
superannuation scheme is the date at which the atial valuation of accrued
benefits is determined.

4.15 “Measurement period” of accrued benefits is th time between two
measurement dates.

4.16 “Members” are those persons in respect of whorsontributions are,
have been or will be, made under the terms of a sepannuation scheme, and
who, as a consequence, expect to receive benefitf the scheme.

4.17 “Net market value” is the price for which an aset might reasonably be
expected to be sold at a particular date in an ordyy market, less the costs of
disposal that could reasonably be anticipated at tit date.

COMMENTARY

4.18 The costs of disposal are those that wouldkpeated if the asset was sold at
a particular date in the normal course of businésswever, if an asset is intended
for disposal outside the normal course of busingssh as in the termination of an
investment contract, then all costs associated wlith disposal (including
termination-type costs) should be deducted to a@ivthe net market value.

STANDARD

4.19 “Related party.” Parties are considered to beelated if one party has the
ability, directly or indirectly, to control or exer cise significant influence over
the other party in making operating, investing andfinancing decisions to the
extent that one of the parties might be preventedrdm fully pursuing its own
separate interests. Parties are also considered t®e related when they are
subject to common outside control or significant ifluence. In considering
each possible related-party relationship, attentionshould be directed to the
substance of the relationship and not merely to thiegal form.

COMMENTARY

4.20 For further clarification of the meaning @flated partyrefer to SSAP-22:
Related Party Disclosures

STANDARD

4.21 “Sponsor.” In an employer superannuation schem the sponsor is the
employer. In any other superannuation scheme, thgponsor is the association,
committee, or other parties (including employers) Wwo administer and/or fund
the superannuation scheme.

4.22 “Superannuation (pension or retirement) schenss are arrangements
between trustees, sponsors, employers, employeedf-employed persons or
other participants, that primarily provide retireme nt benefits as a consequence
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of membership (either in the form of an annual incane or as a lump sum)
when such benefits can be determined or estimated advance of termination
of membership from the provisions of documents or rbm the sponsors’
practices.

COMMENTARY

4.23 The definition of superannuation schemes iagraph 4.22 covers:

- superannuation schemes as defined in sectionHe @uperannuation Schemes
Act 1989;

. registered and unregistered schemes; and

. formal and informal schemes.

4.24 A unit trust may, but will not always, fall withithe definition of a
superannuation scheme, since unit trusts are frglguavestment vehicles rather
than retirement product vehicles. The definitidnsaperannuation schemes in
paragraph 4.22 does not cover other forms of empdoy benefits such as
employment termination indemnities, deferred conspéon arrangements, long-
service leave benefits, special early retiremenedundancy schemes, health and
welfare schemes or bonus schemes.

4.25 A superannuation scheme is constituted asre@hseparate entity or a

number of separate entities interconnected byefample, common membership.
Examples of the latter occur where a superannuatibeme operates through two
separate administrative entities to provide besddfit members. For the purposes
of this Standard, a superannuation scheme is redas a distinct entity whether it
is constituted as a separate entity or a numbesepfirate but interconnected
entities, and irrespective of the reporting obligias attaching to those entities and
the strategy employed to fund the benefits. Thisn&ard, therefore, applies
regardless of whether a separate pool of assets Virbith benefits are paid is

created, whether benefits are to be met with thegede of insurance contracts,
and whether there are trustees formally appointedlso applies where a nominee
holds investments on behalf of the scheme.

STANDARD

4.26 “Vested benefits” are benefits payable to membzor beneficiaries, under
the conditions of a superannuation scheme, on thebis of all members ceasing
to be members of the scheme at a particular date.

5 FINANCIAL REPORTING

General Purpose Financial Reports

STANDARD

5.1 When a superannuation scheme prepares a genenalirpose financial
report, the report shall be prepared in conformity with New Zealand Financial
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Reporting Standards. In the event of a conflict beteen this Standard and
any other Standard, the provisions of this Standarawill prevail.

Financial Reports of Defined Contribution Superannuaton Schemes

5.2 The financial report of a defined contribution superannuation scheme
shall include:

. a statement of financial position;

. a statement of financial performance;

. a statement of cash flows;

and explanatory notes necessary to amplify or expla the components in the
individual statements.

Financial Reports of Defined Benefit Superannuation &hemes

5.3 If at the end of each reporting period the acared benefits of a defined
benefit superannuation scheme are measured by antaarial valuation, the
financial report of the defined benefit superannuaibn scheme may adopt the
following format:

. a statement of financial position;

. a statement of financial performance;

. a statement of cash flows;

and explanatory notes necessary to amplify or expla the components in the
individual statements.

COMMENTARY

5.4 For a defined benefit superannuation schemis, $ttandard allows the
scheme to adopt the reporting format in paragraghod the condition that the
scheme measures its accrued benefits at the emhaf reporting period. A
defined benefit superannuation scheme may adopt réperting format in
paragraph 5.3 if accrued benefits were measurdteand of the current reporting
period and the prior reporting period, and it iremded that accrued benefits will
continue to be measured at the end of future riygppteriods.

STANDARD

5.5 If the accrued benefits of a defined benefit perannuation scheme are
not measured at the end of each reporting period,raf the accrued benefits
of a defined benefit superannuation scheme are measd at the end of
each reporting period and the scheme elects not tadopt the format in

paragraph 5.3, the financial report of the defined benefit sperannuation

scheme shall include:

. a statement of net assets;

. a statement of changes in net assets;

. a statement of cash flows;
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and explanatory notes necessary to amplify or expla the components in the
individual statements.

COMMENTARY

5.6 When accrued benefits of a defined benefit upmiation scheme are

measured as at the end of each reporting perigg Standard allows adoption of

either of the two reporting formats in paragraph3 &nd 5.5. When accrued

benefits of a defined benefit superannuation schemaot measured as at the end

of each reporting period, this Standard requirexptdn of the reporting format in

paragraph 5.5. This Standard therefore requiras tthe financial report of a

defined benefit superannuation scheme compriskesreit

(@) a statement of financial position which includes liability for accrued
benefits on the face of that statement, a statepfdirtancial performance, a
statement of cash flows, and explanatory notes. filacial statements will
therefore highlight performance of the scheme duthre reporting period,
the benefits that have accrued to members and ibemifs during the
period, and whether, at the balance date, thesasf#te scheme are greater
or less than the accrued benefits and other ltadsjior

(b) a statement of net assets, a statement of ehangnet assets, a statement
of cash flows, and explanatory notes, including a&planatory note that
discloses the amount and the date of the last memsmt of accrued
benefits, and, when accrued benefits have been asured during the
reporting period, changes therein. The financiatesnents will therefore
highlight assets available to meet accrued beneiitd the changes in those
assets as a result of investment and other aeswvitf the scheme during the
reporting period. Accrued benefits, and any chatigein, will be reported
in the explanatory notes.

STANDARD

5.7 When financial reports have been prepared for wre than one reporting
period, comparative figures for the prior period, restated so they correspond
to the current period, shall be given for all itemsin the financial report.
Where there has been a restatement of prior year aounts, the nature of and
the reason for the restatement shall be disclosedComparative figures do not
need to be restated in the reporting period to whie the reporting format in
paragraph 5.3 is first applied.

COMMENTARY

5.8 When a scheme adopts the reporting format magpaph 5.3 for the first
time, it may not be practicable to provide compgeatiata.

Measurement of Assets

STANDARD

5.9 Assets of a superannuation scheme shall be mesl at net market
value as at the balance date.
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COMMENTARY

5.10 Assets of a superannuation scheme may inchedimliowing:

(@) investments of the scheme, which may includeitggsecurities, debt
securities, and properties;

(b) cash and other monetary assets;

(c) contributions receivable, being amounts duehi® scheme at the balance
date from the sponsor, members and any other baixrs; and

(d) operating assets.

5.11 The primary function of superannuation sches&s pay benefits to members
and beneficiaries, and as a consequence it maytessary to accumulate assets.
The Statement of Concepts for General Purpose FinanRieporting identifies
relevance to users as one of the qualitative ctaistics which determines
usefulness of information in financial reports. adaring assets of superannuation
schemes at net market values as at the balancepdatédes more relevant
information to users about the resources availéblpay the benefits than the
historical cost basis of measurement. Informatibaut the assets available to pay
benefits will be relevant, in the case of a defibedefit superannuation scheme, to
an assessment of the scheme’s ability to meethtfgations to members and
beneficiaries. In a defined contribution superaatimn scheme, it is relevant to the
scheme’s ability to provide benefits for memberd baneficiaries.

5.12 This Standard requires the use of the net ehavklue method in the

measurement of assets. Superannuation schemesa$edts to enable them to
meet their obligations to members and beneficiari8emetimes it is considered
that disposal costs of assets are unlikely to baried because of the long-term
nature of superannuation schemes. However, it i€ rii@n likely that members

and beneficiaries will receive their benefits infcaather than in the form of assets
other than cash. Consequently, this Standard negjuécognition of the expected
transaction costs involved in disposing of ass@tsis will avoid an overstatement

of asset values.

5.13 The disposal costs to be deducted in arriginget market value should be
those that would reasonably be expected if the agsetto be sold in the normal
course of business. Such transaction costs dmciatle termination-type disposal
costs that are incurred when investment contracts terminated (e.g. when
investment assets are disposed of earlier tharalipitexpected). However, if

termination is anticipated, then all costs assediatith the disposal should be
deducted in arriving at net market value.

5.14 Unitised investments are commonly traded atatlon prices, which are net
of the normal transaction costs of trading indi@bunits within investment pools.
The allocation price for a unitised investmentrisappropriate measure of the net
market value of that investment. It is also comnfienunitised funds to quote
prices that are applicable if all units in a poelchby a scheme are sold. If a
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scheme anticipates terminating its investmentsuniised pool, then such a price,
which is net of all costs associated with the dishasan appropriate measure of
the net market value of the investment.

5.15 Actuarial asset values may be different fromrkt market values required
by this Standard. Methods such as adjusted marédkete methods, moving
average methods and average ratio methods, coulbpepriate for actuarial
asset values when assumptions used in determinmgadtuarial value of the
accrued benefits are developed by reference to ceegbelong-term market
conditions. Such methods may be important in éstabg the manner in which
the scheme is to be funded; however, for finanepbrting purposes, assets are to
be measured at net market values as at the badatee

5.16 The valuation of land and buildings is to bmedertaken either by an
independent valuer or, where a superannuation scleenits sponsor has in its
employ a qualified valuer or valuers, by an inténeuer, as long as the basis of
valuation has been subject to review by an indepgngduer. Both independent
and internal valuers are to hold recognised prafass qualifications and have
experience in the location and category of assegbalued.

5.17 Superannuation schemes may have assets mprgs@evestments in units
with investment fund managers. Where the investrherd manager is a captive
seller and market prices are not readily availafplelgement is required in
determining the net market values of the assets.

Changes in Net Market Value of Assets

STANDARD

5.18 The change in the net market value of a superauation scheme’s assets
during the reporting period shall be included as acomponent of revenue or
expense for the reporting period.

COMMENTARY

5.19 Assets available to pay benefits are generbiedhe accumulation and

investment of contributions made by, or on behglfrembers and earnings thereon.
Accordingly, an assessment of the performancesofpgrannuation scheme involves
consideration of the overall change in the amotitssets available to pay benefits
over the reporting period and the manner in whidt thange was achieved. To
reflect the overall change in the amount of assesilable to pay benefits, periodic
changes in the net market value of the schemestsasse to be recognised as
revenues or expenses in the financial statemeniteacheme.

5.20 Consistent with the Standard set out in paplgBal8, revenues or expenses
will include changes in net market values of asbkels at the balance date. If
assets are sold during the period, revenues ornsegewill also include the
difference between the carrying amount of the asgettse beginning of the period
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(or when acquired, if acquired after the beginnifghe reporting period) and the
proceeds from the sale of the assets.

Measurement of Accrued Benefits

STANDARD

5.21 Accrued benefits of a defined contribution supannuation scheme shall
be shown as an amount equivalent to the differencbetween the carrying
amount of the assets and the sum of the other lidhies.

COMMENTARY

5.22 The liability of a defined contribution supenaiation scheme for accrued
benefits is to be shown as the difference betweencénging amount of the
scheme’s assets and the sum of income tax ligsiliaind sundry liabilities,
including liabilities arising from forfeited bentfithat have been designated as
refundable to sponsors as at the balance date. uédacbenefits encompass
amounts that have been allocated to members’ atgosponsors’ accounts, and
reserves at the balance date.

STANDARD

5.23 Accrued benefits of a defined benefit superanation scheme shall be
measured at least every three years. Accrued bensfiof a defined benefit
superannuation scheme shall be measured, using ampriate actuarial
assumptions, as the present value of expected fuaurpayments based on
membership of the scheme up to the measurement date

COMMENTARY

5.24 Accrued benefits of defined benefit superarionaschemes are to be
measured at least triennially. This is consiswithh the Superannuation Schemes
Act 1989 (section 15) which requires actuarial exatiims to be carried out at
least every three years. When there has beenaiatahange in a defined benefit
superannuation scheme, such as change in the ciimpag membership, it may
be appropriate to measure accrued benefits on a fmequent basis than every
three years.

Measurement of Benefits Accrued During the Reporting Eriod

STANDARD

5.25 The amount of benefits accrued by a defined mwibution superannuation
scheme during the reporting period shall be the dierence between revenues
(including contribution inflows) and expenses (inclding benefit outflows).

5.26 In a defined benefit superannuation scheme:
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(@ when accrued benefits are measured as at the cemf each reporting
period, the amount of benefits accrued during the eporting period shall
be measured as follows:

The amount of benefits accrued during the reporting period =
The amount of benefits paid to scheme beneficiaries during the
reporting period
+(-) Net increase (decrease) in the amount of accrued benefits
between the beginning and the end of the reporting period;
or

(b) when accrued benefits are not measured as atealend of each reporting
period but have been measured during the reportingeriod, the amount
of benefits accrued during the measurement periodsll be measured as
follows:

The amount of benefits accrued during the measurement period =
The amount of benefits paid to scheme beneficiaries during the
measurement period

+(-) Net increase (decrease) in the amount of accrued benefits
during the measurement period.

COMMENTARY

5.27 When the accrued benefits of defined benaffesannuation schemes have
not been measured during, or at the end of, thertieg period, no amount is to be
reported as benefits accrued during the measuregmeeiod.

Revenues and Expenses

STANDARD

5.28 The statement of financial performance of a gerannuation scheme as
outlined in paragraphs 5.2 and 5.3 shall include kb revenues and expenses
of the reporting period. Revenues shall encompassiviestment revenues,
contribution inflows and other revenues, while expeses shall encompass
investment expenses, benefit outflows and other expees.

COMMENTARY

5.29 TheStatement of Concepts for General Purpose Finana@gloRingdefines
revenues as inflows or other enhancements, or savimgutflows, of service
potential or future economic benefits in the forrh increases in assets or
reductions in liabilities of the entity, other th#rose relating to contributions by
owners, that result in an increase in equity dutirgreporting period. There are
different views on the nature of contribution inflawsContribution inflows are
sometimes viewed as movements in equity, becauseadtigibutions are in the
nature of contributions by owners that result inirerease in members’ equity.
Therefore they would be disclosed in a statementmofrements in equity.
Contribution inflows are also sometimes viewed adrtathe nature of advances
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which would increase the scheme’s liabilities ratligan its equity, because
members of superannuation schemes are entitlegemfie benefits, rather than a
residual interest in net assets. In 8tatement of Concepts for General Purpose
Financial Reporting,equity is a residual interest in net assets, #dllities are
defined as future economic benefits that the ermitgresently obliged to make to
other entities as a result of past transactionstloer past events. Although this
Standard acknowledges that contribution inflows rsagw characteristics of both
equity and liabilities, this Standard requires tlessification of contribution inflows
as revenues to ensure comparability of superammusthemes’ financial reports.

5.30 Revenues of a superannuation scheme encommpeasstment revenues,
contribution inflows, and other revenues. Consisteith paragraph 5.18 of this
Standard, changes in net market values of assetsarsidered as investment
revenue or expense.

5.31 In a defined benefit scheme, expenses indbedefits accruing to members
and beneficiaries as a result of membership, exgsedisectly related to investment
activities, general administration expenses, tgpeasge, and other expenses. In a
defined contribution scheme, expenses include ltenpéid, expenses directly
related to investment activities, general admiat&in expenses, tax expense, and
other expenses. This Standard requires recogrofithenefits paid to members as
an expense in the statement of financial performaa@nhance the comparability
of information provided in financial reports.

Disclosure Requirements
STANDARD
A) Defined Contribution Superannuation Schemes

Statement of Financial Position

5.32 The statement of financial position of a defed contribution superannuation

scheme shall disclose:

(@) the assets of the scheme, showing separatelyaestments, with each class
of investment appropriately disclosed, and other a&ets by class of assets;

(b) the liabilities of the scheme, showing separdtethe liability for accrued
benefits and other liabilities by class of liabilites;

(c) separately, the amount of accrued benefits albated, when appropriate,
to members’ accounts, sponsors’ accounts and the aomt of reserves;
and

(d) by way of note:

(i) asummary description of the scheme;

(i) details of investments in securities issued bthe scheme’s sponsor
or by related parties of the sponsor;

(i) movements in the liability for accrued benefts and each of its
components;
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(iv)  the trust deed’s provisions and trustees’ potiies in respect of the
use of reserves;

(v)  vested benefits;

(vi) any benefits that have been guaranteed, the eédtity of the
guarantor(s), the nature of the guarantee(s) and an changes
from the corresponding preceding reporting period;

(vii) the method adopted in determining net marketvalue for each
class of asset disclosed; and

(viii) any contributions receivable, disaggregatednto those receivable
from sponsors and those receivable from members.

Statement of Financial Performance

5.33 The statement of financial performance of a dimed contribution
superannuation scheme shall disclose:

(@)

(b)

(©
(d)
(e)
(f)

@
(h)

revenues other than contribution inflows, showig separately:

0] investment revenues and their major componentsincluding the
aggregate change in values (regardless of whetheealised or
unrealised) for each class of investment; and

(i)  other revenues, showing separately proceeds dm insurance
policies and the aggregate change in values (regeds of whether
realised or unrealised) of assets other than invesents;

expenses other than benefit outflows, showing Ezrately:

0] those directly related to investment activities

(i)  general administration;

(iii)  total trustees’ remuneration, whether direct or indirect, from the
scheme to all trustees for the financial period; ath

(iv) insurance expense for death and disability cer;

surplus (deficit) before taxation and membersip activities;

income tax expense;

surplus (deficit) after taxation and before merbership activities;

membership activities, showing separately:

0] amounts contributed by sponsors;

(i)  amounts contributed by members;

(iii)  benefit outflows;

(iv) the amount of any payment(s) made to the schemby new
entrants and existing members as consideration fahe purchase
of additional benefits (inward transfer values); ard

(v)  the amounts transferred out by members to otheschemes;

the amount of benefits that has accrued duringhe reporting period,

measured as the difference between revenues and erpes; and

by way of note, the rate(s) or other basis of eotributions by sponsors
and members during the reporting period, and any chnge in the rate(s)
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or other basis of contributions from the corresponihg preceding
reporting period.

Statement of Cash Flows

5.34 The statement of cash flows of a defined cortitition superannuation
scheme shall be prepared in accordance with FRS-18tatement of Cash Flows.

B) Defined Benefit Superannuation Schemes

5.35 A defined benefit superannuation scheme that rasures accrued
benefits as at the end of each reporting period mayin accordance with
paragraph 5.3, elect to adopt the reporting formatof a statement of financial
position, a statement of financial performance, atatement of cash flows and
explanatory notes. Defined benefit superannuationchemes that elect to
adopt this reporting format shall comply with paragraphs 5.36, 5.37 and 5.38.

Statement of Financial Position

5.36 The statement of financial position of a defed benefit superannuation

scheme that measures accrued benefits at the end @dich reporting period

shall disclose:

(a) the assets of the scheme, showing separatelyastments, with each class
of investment appropriately disclosed, and other &ts by class of assets;

(b) the liabilities of the scheme, showing separdtethe liability for accrued
benefits and other liabilities by class of liabilites; and

(c) by way of note:

0] a summary description of the scheme;

(i)  details of investments in securities issued bthe scheme’s sponsor
or by related parties of the sponsor;

(i)  movements in the liability for accrued benefts;

(iv)  vested benefits;

(v) any benefits that have been guaranteed, the idaty of the
guarantor(s), the nature of the guarantee(s) and an changes
from the corresponding preceding reporting period;

(vi) the method adopted in determining net market alues for each
class of asset disclosed; and

(vii) any contributions receivable, disaggregatednto those receivable
from sponsors and those receivable from members.

Statement of Financial Performance

5.37 The statement of financial performance of a fieed benefit superannuation
scheme that measures accrued benefits as at the evfdeach reporting period
shall disclose:

(@) revenues other than contribution inflows, showig separately:
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0] investment revenues and their major componentsincluding the
aggregate change in values (regardless of whetheealised or
unrealised) for each class of investment; and

(i)  other revenues, showing separately proceeds dm insurance
policies and the aggregate change in values (regeds of whether
realised or unrealised) of assets other than invesents;

(b) expenses other than benefit outflows, showingsarately:

0] those directly related to investment activities

(i)  general administration;

(i)  total trustees’ remuneration, whether direct or indirect, from the
scheme to all trustees for the financial period; ath

(iv) insurance expense for death and disability cer;

(c) surplus (deficit) before taxation and membershu activities;

(d) income tax expense;

(e) surplus (deficit) after taxation and before merbership activities;
(H  membership activities, showing separately:

0] amounts contributed by sponsors;

(i)  amounts contributed by members;

(i)  the amount of benefits that has accrued durig the reporting
period, measured in accordance with paragraph 5.26;

(iv) the amount of any payment(s) made to the schemby new
entrants and existing members as consideration fahe purchase
of additional benefits (inward transfer values); ard

(v)  the amounts transferred out by members to otheschemes;

(g) the net surplus (deficit), measured as the défence between revenues
and expenses; and
(h) by way of note:

0] the principal components of the change duringte reporting period
in accrued benefits; and

(i)  the rate(s) or other basis of contributions bysponsors and members
during the reporting period, and any change in theate(s) or other
basis of contributions from the corresponding preceing reporting
period.

Statement of Cash Flows

5.38 The statement of cash flows of a defined beiteSuperannuation scheme
shall be prepared in accordance with FRS-108tatement of Cash Flows.

C) Defined Benefit Superannuation Schemes — Alternate/Reporting
Format

5.39 A defined benefit superannuation scheme that de not measure accrued
benefits as at the end of each reporting period, omeasures accrued
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benefits at the end of each reporting period and etts not to provide financial
statements in accordance with paragraph 5.3, shalldapt the reporting
format of a statement of net assets, a statement changes in net assets, a
statement of cash flows and notes thereto. A defindzknefit superannuation
scheme that adopts this reporting format shall notomply with paragraphs 5.36,
5.37 and 5.38, but shall comply with paragraphs 534 5.41 and 5.42.

Statement of Net Assets

5.40 The statement of net assets of a defined behslperannuation scheme

as in paragraph 5.5 shall disclose:

(@) the assets of the scheme, showing separatelyastments, with each class
of investment appropriately disclosed, and other &ts by class of assets;

(b) the liabilities of the scheme, showing separdieeach class of liability but
excluding the liability for accrued benefits;

(c) net assets available to pay the benefits; and

(d) by way of note:

0] a summary description of the scheme;

(i)  details of investments in securities issued bthe scheme’s sponsor
or by related parties of the sponsor;

(i)  accrued benefits and the date at which they ere measured;

(iv)  when accrued benefits have been measured dugrthe reporting
period, the benefits that have accrued since thedameasurement
date, measured in accordance with paragraph 5.26(p)

(v)  vested benefits;

(vi) any benefits that have been guaranteed, the eédtity of the
guarantor(s), the nature of the guarantee(s) and an changes
from the corresponding preceding reporting period;

(vii) the method adopted in determining net marketvalue of each class
of asset disclosed; and

(viii) any contributions receivable, disaggregatednto those receivable
from sponsors and those receivable from members.

Statement of Changesin Net Assets

5.41 The statement of changes in net assets of dirked benefit superannuation

scheme as in paragraph 5.5 shall disclose:

(@) the amount of net assets available to pay beitsfas at the beginning and
end of the reporting period;

(b) investment revenues and their major componentsncluding the aggregate
change in values (regardless of whether realised amrealised) for each
class of investment;

(c) the aggregate change in values (regardless ofhether realised or
unrealised) of assets other than investments;
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@

(h)
@

(k)
o

(m)
(n)
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revenues, other than investment revenues and mibution inflows,

showing separately proceeds from insurance policies

expenses directly related to investment activs;

general administration expenses;

total trustees’ remuneration, whether direct orindirect, from the scheme

to all trustees for the financial period;

insurance expense for death and disability cove

the change in net assets before taxation and méership activities;

income tax expense;

the change in net assets after taxation and bmfe membership activities;

membership activities, showing separately;

0] amounts contributed by sponsors;

(i)  amounts contributed by members;

(iii)  benefits paid;

(iv) the amount of any payment(s) made to the schemby new
entrants and existing members as consideration fahe purchase
of additional benefits (inward transfer values); ard

(v)  the amounts transferred out by members to otheschemes;

the increase (decrease) in net assets duringetheporting period; and

by way of note, the rate(s) or other basis of ctributions by sponsors

and members during the reporting period, and any chnge in the rate(s)

or other basis of contributions from the corresponihg preceding
reporting period.

Statement of Cash Flows

5.42 The statement of cash flows of a defined beiteSuperannuation scheme
shall be prepared in accordance with FRS-10Statement of Cash Flows.

D)

All Superannuation Schemes

COMMENTARY

5.43 In determining the classes of assets to beepted in the statement of
financial position and statement of net assetsmeels should consider the quality
of the information presented. In particular, asdassifications according to risk

and return profiles can be useful in assessing pagormance of a scheme and

predicting a scheme’s performance.

5.44 The Superannuation Schemes Act 1989 (secoradigieh part (f)) requires
schemes to disclose in the Trustees’ report whettieemarket value of a scheme’s

assets exceeds the vested benefits as at the ofoiee financial year.

In

complying with that Act, schemes should have readilgilable the information
on vested benefits as at the balance date, asredgby paragraphs 5.32(d)(v),
5.36(c)(iv), and 5.40(d)(v) of this Standard.
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5.45 Paragraphs 5.33, 5.37 and 5.41 prescribe wevand expense disclosures
in the statement of financial performance and staté of changes in net assets.
This Standard requires that revenues and expemses rhembership activities
(e.g. contribution inflows and benefit outflows) beegented separately from
other revenues and expenses, after the surplugif{defter tax. This format is
considered useful in that it clearly distinguishies results of investment and other
non-membership activities from the results of mersiig activities.

5.46 TheFramework for Differential Reportingnay provide entities with exemption
from reporting requirements of FRS-105tatement of Cash FlowsHowever,
this exemption does not apply to the reporting memoents of this Standard.
The reason for requiring schemes to provide a ratte of cash flows is that
superannuation schemes report much informatioresept values, and the statement
of cash flows provides information of a differenttura, useful to users of the
report.

5.47 FRS-10 defines cash widely, as coins and ndesesand deposits and other
highly-liquid investments in which an entity invests part of its day-to-day cash
management. Therefore, for an item to be congideash for the purpose of the
statement of cash flows, it must be:

(&) coins, notes or demand deposits, or
(b)  highly-liquid investments:
0] for which there is a recognised ready marked, an
(i)  which are unconditionally convertible to coirend notes at the
investor’'s option within no more than two working dagnd
(i) which the entity regards as part of its dayday cash management.

FRS-10 provides further guidance on the meaningash and the preparation of
statements of cash flows.

5.48 Some superannuation schemes invest throughmiamagers into investments
such as master superannuation schemes, trusts twed group or pooled
investment vehicles. The trustees often directaltecation of funds to specific
categories of investments, maintaining a certaopertion of the scheme assets
in liquid form for the purposes of day-to-day casfanagement. Whether
investments through fund managers are treated ak ead/or as investing
activities for the purposes of FRS-10 is a matfeinterpretation. If the trustees
direct the allocation of funds to specific categeriof investments, then the
investment by the superannuation scheme is deemedmprise those specific
categories of investment. Certain of those investsimay meet the definition of
cash. If the trustees do not direct the allocatibfunds to specific categories of
investments, then the investment by the superaimmustheme is deemed to be an
investment in the pooled investment vehicle, whiemegally will not meet the
definition of cash.
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Actuarial Information

STANDARD

5.49 The financial statements of a defined benefguperannuation scheme

shall have appended to them or shall include, by way of note, a summary of

the most recent actuarial report prepared for the sheme in accordance with
the requirements of the Superannuation Schemes Ad989 or an equivalent
report for unregistered schemes. That summary shhinclude:

(@) the effective date of the actuarial report;

(b) the name and qualifications of the actuary;

(c) significant actuarial assumptions;

(d) the relationship of the market value of the netassets available to meet
accrued benefits to the vested benefits of the sehe at the date of
valuation of the scheme’s assets;

(e) the opinion of the actuary as to the financiatondition of the scheme at
the valuation date; and

(f) the actuary’s recommendation of the level of fture contributions.

COMMENTARY

5.50 The actuarial information required by parabrépi9(a) to (f) forms part of
the financial statements whether provided by wayodé or by appendix.
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APPENDIX

Comparison of FRS-32 with International and Australan Accounting Standards
This comparison appendix, which was prepared as liadich 1998 and deals
only with significant differences in the standards,produced for information
purposes only and does not form part of the stalsdan FRS-32. The
International Accounting Standard referred to irs tAppendix was promulgated
by the International Accounting Standards Committee.

The financial reporting standards comparable witS+3R are:
. IAS-26 (1987): Accounting and Reporting by Retirement Benefit Pland
. AAS-25 (1993): Financial Reporting by Superannuation Plans

There is substantial agreement among these standaddFRS-32. The following
summarises the significant differences in the alstaadards.

Measurement of Accrued Benefits of Defined Benefit Bemes

In measuring accrued benefits of a defined besefieme, AAS-25 provides more
detailed guidance than FRS-32. The Australian stahcbquires accrued benefits
to be determined using the projected salary leValS;26 allows the use of current
and projected salary levels. FRS-32 does not §pdue method to be used in
measuring accrued benefits.

Financial Reporting Format

The financial reporting formats in FRS-32 are similo those prescribed in the
Australian standard. However, FRS-32 requires reveand expenses relating to
membership activities to be disclosed after thelssrafter tax. AAS-25 does not
specify formats for the statement of financial perfance and statement of
changes in net assets.

FRS-32 requires defined benefit schemes that atlepgtatement of net assets and
statement of changes in net assets format to aéqEape statements of cash flows.
AAS-25 does not require the preparation of statemehtsash flows by defined
benefit schemes that adopt this reporting format.

There are some differences between the financialrtieg formats in FRS-32 and
IAS-26. While the reporting format in IAS-26 commssa statement of net assets
and a statement of changes in net assets, FRSgB®a® defined contribution
schemes, and allows defined benefit schemes inicait@umstances, to present
statements of financial position, statements drioial performance, and statements
of cash flows. FRS-32 permits all defined bendafitesnes to present statements of
net assets and statements of changes in net assets.

HISTORY

Previously issued accounting standards supersegédi®Financial Reporting Standard:

FRS-32: Financial Reporting by Superannuation Sesefissued in December 1994 and
effective for the general purpose financial repatssuperannuation schemes
covering periods beginning on or after 1 April 1295
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