STUDY UNIT 6
STATEMENT OF COMPREHENSIVE INCOME

STATEMENT OF CHANGES IN EQUITY

IDENTIFICATION OF FINANCIAL STATEMENTS

Read 5.1 of ch 2

Read 2.34 of ch 19

STATEMENT OF COMPREHENSIVE INCOME
Read 5.3 of ch 2
Remuneration of Auditors
All payments to comp auditors, either made or to be made, must b separately disclosed in the income statement

We present remuneration of auditors as part of other expenses, but disclose it in the note “Profit before Tax”

Disclosure must b separated as follows:

· Remuneration for audit

· Remuneration for other specified services

· Auditors expenses

· Payments iro the audit or any other matter

Provisions and contingent Liabilities

Following must b disclosed for any contingent L not already recognised in the afs:

· The nature

· The uncertainty

· An estimate of the amount before and after tax

Earnings per Share

Listed companies must disclose earning and divs per share per class of share

Income Statement

The following income statement amounts must b separately disclosed in the afs:

· Listed and unlisted interest, divs and other investment income

· Aggregate divs, interest, fees and other income from subsidiaries

· Aggregate divs declared

· Taxation expenses per class of tax as well as current and deferred tax and any adjustments relating ot prior periods or changes in tax rates

· Interest paid

· Remuneration paid to persons other than bona fide employees for managerial, technical, admin or secretarial services

· Auditors remuneration

· Profits or losses on share transactions

· Profits or losses on asset disposal

· Foreign exchange gains or losses

· Operating leases expenses per major category of leased asset

· Turnover

· Depreciation

Director’s Remuneration

Section 297 has disclosure requirements iro directors remuneration.  A methodology is provided to assist in compliance with these requirements, as is followed by a brief outline of the disclosure requirements of section 297
Methodology

· Identify directors of comp for which disclosure of directors emoluments is req

· Establish which of these directors are also directors and officers of subsidiaries of the comp

· Prepare a table for the comp, its subsidiaries and 3rd party payments to directors of comp

· Disclose info iro all qualifying emoluments of directors of comp in total in the note iro directors emoluments

· Deduct that portion of directors emoluments paid to directors of the comp by subsidiaries or 3rd parties

· Reference the amount determined above to the expenses iro directors emoluments disclosed in the note “profit before tax”

· Only if a director is also an officer will the emoluments b disclosed as “other services”

· A secretary is not a type of director

· All amounts received by the chairman are for services “as director”

· Pensions/loss of office paid by 3rd parties to a director of the reporting entity will only b incl in disclosure of comp if they were paid by the 3rd party iro directorship of comp or its subsidiaries

Definitions

· Manager – principal executive officer of comp

· Officer – MD, Manager, Secretary

· Director – any person occupying the position of a director or alternate director of a comp, by whatever name he may b designated.  Following incl:  directors, chairman, alternative directors

· Director’s remuneration – Emoluments
                                       - pensions for directors and past directors
                                       - compensation for loss of office for directors and past directors

Directors Emoluments

Emoluments include:
· Amounts paid for services rendered as director

· Payments for acceptance of office

· Basic salary

· Bonus and performance-related payments

· Expense allowance

· Cash value of fringe benefits

· Contributions to pension funds on behalf of the director

· Profits made on the exercise of the option to acquire shares

For disclosure purposes, emoluments paid to following must b indicated separately:

· Non-executive directors

· Executive directors

Emoluments paid for following must b identified separately:

· Services as director

· Other services

Must also b stated if emoluments were paid by the following iro services as director/its subsidiary or carrying on of affairs of comp/subsidiary:

· The comp

· Subsidiary of the comp

· A 3rd party

When calculating and disclosing director’s emoluments, take note of the following:

· All remuneration paid to chairman is directors emoluments
· If director has fringe benefit, only portion of benefit used for personal use will b included in directors remuneration
· Whether or not the chairman and MD fees already include the normal directors fee

· Should a director also b an officer, the remuneration for this office is incl in “other services”

Director’s Pensions

· Pensions to non-executive and executive directors must b disclosed separately
· Pensions for services as director and other services must b listed separately

· Must b stated if pensions were paid by:
- comp
- a subsidiary
- 3rd party
in respect of
- services as director of comp or subsidiary
- carrying on of affairs of comp or subsidiary

· Pensions received from an independent/bona fide pension fund are not disclosed

Compensation in respect of loss of office

· Compensation paid to non-executive and executive directors must b identified separately 
· Compensation paid for services as director and other services must b indicated separately

· Must also b stated if was paid by comp, subsidiary, 3rd party
iro official capacity as director, manager of ops
Details of directors service contracts

Service contracts of non-executive and executive directors must also b identified separately.

See examples on page 492 and 493

FRAMEWORK OF ST OF COMPREHENSIVE INCOME AND NOTES
St of financial position and comprehensive income are obliged to contain comparative figures

Following must b listed on face of SCI as a minimum:

· Revenue

· Financing costs

· Tax expense

· Profit or loss for the year

Study framework on pg 40

TAX

· Amount budgeted for tax for present financial year, as well as adjustments in provision for tax in any previous financial year, must also b disclosed

· When tax L is calculated, the SCI is debited with income tax expense and Tax payable is credited under Current L

· Comp is obliged to make 3 provisional tax payments to SARS annually

· First payment is 6 months after begin of financial year

· 2nd is on the last day of financial year

· 3rd is 7 months after end of financial year

· All provisional payments are debited to “provisional tax payments” under current assets

· After annual L fr tax has been calculated, these provisional payments are deducted and net tax liability is shown under “tax payable”

· Once financial st of comp have been completed, they are forwarded to SARS with completed tax return

· SARs uses info to calc tax L and issue a tax assessment

· Possible that SARS might not permit certain expenses and comp tax calculation will differ from SARS

· Tax adjustment is then shown in SCI under “tax adjustment for previous year”

· Any transfers to/from deferred tax account must b shown in SCI as well

STATEMENT OF CHANGES IN EQUITY

· Forms part of afs
· Recon of equity at begin of period with equity at end of period

Should incl the following:

· Total comprehensive income for the period, showing total amounts attributable to owners of parent and to non-controlling interests separately

· Effect of changes in acc policy and correction of errors for ea component of equity

· Amounts of transactions with owners in their capacity as owners, showing contributions by and distributions to owners separately, and incl issue of shares, buy back of shares, divs paid and transfers between reserves

· For ea component of equity, a recon between carrying amount at begin and end of period

· Divs paid for the period and related divs per share can b disclosed either in st of changes in Equity or in the notes

Example on pg 43

NOTES

Notes on accounting policies should b disclosed the following:

· Measurement basis used in compilation of afs, ex historical cost, current cost, net realisable value, fiar value, recoverable amount.  Where more than one measurement basis is used, must b given

· Ea specific acc policy matter that’s relevant to an understanding of the afs.  Mng has to decide if disclosure of acc policy wud assist users in understanding how transactions, other events and conditions are reflected

Acc policy relating to the following must b disclosed:

· Revenue recognition

· Consolidation principles

· Application of equity method of accounting for investments in associates

· Business combinations

· Joint ventures

· Recog and depreciation/amortisation of tangible and intangible assets

· Capitalisation of borrowing costs and other expenditure

· Construction contracts
· Investment properties

· Financial instruments and investments

· Leases

· Inventories

· Taxes, incl deferred taxes

· Provisions

· Employee benefit costs

· Foreign currency entities and transactions

· Def of buss and geographical segments and the basis for the allocation of costs between segments

· Gov grants

· Definition of cash and cash equivalents

General

· Ea entity is expected to disclose acc policies even if amounts shown for current and prior periods aren’t material – the policy may still b significant
· Entity subject to income taxes wud disclose the acc policies on income tax, incl those pertaining to deferred taxes and tax assets

· Acc policies relevant to foreign exchange are disclosed in the case of an entity with offshore transactions, and when a buss combination has occurred, the policies on goodwill and minority interest are disclosed

· Mng of an entity often makes judgements about its choice of acc policy when formulating a particular policy, ex when determining if financial assets are held to maturity

· To enable users of afs to better understand the acc policies and b ble to make comparisons between entities, those judgements that have most significant effect on amounts of items recognised in afs are disclosed in summary of significant acc policies or in notes to afs

· Some of these judgements are req disclosures ito other standards.

Do examples

