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S286/S301

REPORT OF THE INDEPENDENT AUDITORS

To the members of XYZ (Proprietary) Limited

We have audited the annual financial statements set out on pages 
4 to 19. These financial statements are the responsibility of the com­
pany's directors while our responsibility is to report thereon.

We conducted our audit in accordance with generally accepted au­
diting standards which require that we plan and carry out the au­
dit to obtain reasonable assurance that fair presentation is achieved 
in the financial statements in all material respects. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as­
sessing the accounting policies used and significant estimates made 
by management, as well as evaluating the overall financial state­
ment presentation. We consider that our audit procedures were 
appropriate in the circumstances to express the opinion present­
ed below.

In our opinion these annual financial statements fairly present the 
financial position of the company at 30 June 19X1 and the results 
of its operations and cash flow information for the year then end­
ed in conformity with generally accepted accounting practice and 
in the manner required by the Companies Act.

ABC and Associates 2 August 19X1
Chartered Accountants (SA)

NOTES

1 Where applicable add the following paragraphs:

'‘The detailed income statement set out in Annexure I does not form 
part of the annual financial statements and is presented as additional 
information. We have not audited this annexure and accordingly we 
do not express an opinion on it."

"With the written consent of all members we have performed certain 
accounting and secretarial duties."

2 The date of the auditors' report must not precede the date of approval 
of the financial statements by the directors and is usually the same date.

3 In general, the auditors’ report should be produced on letterhead paper.
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S299

P66

P68(f)

P68(a)

P67(l)

P68(d)

P67(l)

XYZ (PROPRIETARY) LIMITED

DIRECTORS' REPORT
for the year ended 30 June 19X1

The directors present their annual report which forms part of the 
audited annual financial statements of the company for the year 
ended 30 June 19X1.

1 DIRECTORS AND SECRETARY

P W Hughes (Chairman)
R A Ormond (Managing Director)
I T Urwin 
C E Smythe

The secretary of the company is E R Earle and his business and 
postal addresses are as follows:

90 Table Road 
Cape Town 
8000

PO Box 1234 
Cape Town 
8000

2 PRINCIPAL ACTIVITIES OF THE COMPANY
The principal activities of the company during the year were the 
manufacture and distribution of fishing tackle.

3 OPERATING RESULTS
The net profit of the company for the year was Rxxx (19X0: Rxxx), 
after deducting taxation of Rxxx (19X0: Rxxx).

4 DIVIDENDS
A dividend of xx cents per share on the ordinary shares is pro­
posed in respect of the year ended 30 June 19X1.

5 REVIEW OF OPERATIONS
The Companies Act does not provide guidance as to the extent of com­
ments required in the review of operations. While other comments may 
equally be applicable, it is submitted that the comments should cover 
at least the following:

Gross revenue

-  The amount of gross revenue for the year, the percentage 
change from the previous year and the reasons for the change.

-  Reasons for the change could include references to signifi­
cant new activities and significant discontinued activities; ef­
fects of sales volumes (including new products or new mar­
kets) and prices; impact of new products; competition; etc.
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P68(b)

AC107/P67(2)

S299(l)

Operating profit

-  The amount of operating profit, before extraordinary items 
and taxation, the percentage change from the previous year 
and reasons.

-  Reasons for the change could include the effects of sales 
volume variations; margin variations; product rationalisation; 
impact of significant items; particular operating circumstances 
(eg factory close downs, etc); inflation; financing costs; tech­
nology changes; impact of currency exchange rate move­
ments; etc.

Extraordinary items

-  The nature and amounts of individual items.

Taxation

-  The impact of any unusual items (eg use of tax loss). 

Other major items

-  Comments on other significant items for example, details of 
research and development projects.

6 SHARE CAPITAL
There were no changes to the authorised and issued share capi­
tal of the company during the financial year.

7 EVENTS SUBSEQUENT TO BALANCE DATE
The directors are not aware of any matter or circumstance aris­
ing since the end of the financial year, not otherwise dealt with 
in the annual financial statements, which significantly affect the 
financial position of the company or the results of its operations.

NOTES RE DIRECTORS' REPORT

1 Where the company is a wholly-owned subsidiary of a company incor­
porated in South Africa, a directors' report is not required. The follow­
ing wording may be inserted preceding the directors' approval paragraph:

"A directors' report has not been prepared as the company is a wholly- 
owned subsidiary ofXYZ Investment Holdings Ltd, a company incor­
porated in the Republic of South Africa."

2 The date of approval must either be the same as or precede the audi­
tors' opinion date.
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XYZ (PROPRIETARY) LIMITED

INCOME STATEMENT
for the year ended 30 June 19X1

Notes 19X1 19X0
R000 R000

P43 Gross revenue (turnover) 000 000
A C 108(34a) Cost of sales 000 000

Gross profit 000 000
Operating costs 000 000

A C 103(9) Profit on ordinary activities before interest 1 000 000
P42(f) Financing costs 2 (000) (000)

Profit on ordinary activities before taxation 000 000
P42(d) Taxation 3 000 000

Profit before extraordinary items 000 000
P 46/A C 103(9) Extraordinary items 4 000 000

Net profit/(loss) 000 000
P42(c) Dividends paid 000 000
P11(a) Retained profit for the year 000 000

Opening retained earnings 000 000
P42(k) Transfers (to)/from reserves 6 (000) (000)

Closing retained earnings 000 000
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XYZ (PROPRIETARY) LIMITED

BALANCE SHEET
at 30 June 19X1

Notes 19X1 19X0
R000 R000

C A P IT A L  E M P L O Y E D

p m ORDINARY SHARE CAPITAL 5 000 000
P8(d) SHARE PREMIUM 000 000
P11 NON-DISTRIBUTABLE RESERVES 6 000 000
P11 DISTRIBUTABLE RESERVES 7 000 000

ORDINARY SHAREHOLDERS' INTEREST 000 000
P 16(c)/ DEFERRED TAXATION 8 000 000

A C 1 02(66 )
P15 LONG-TERM LIABILITIES 9 000 000

000 000

E M P L O Y M E N T  O F  C A P IT A L
P 20 FIXED ASSETS 10 000 000

CURRENT ASSETS
P 29 Inventory 11 000 000

Debtors 000 000

Short-term loans 000 000

Cash resources 000 000
000 000

CURRENT LIABILITIES

P 13 Creditors and accruals 12 000 000

P16(b) Bank overdraft 000 000

P 16(a) Taxation 000 000

P15(a) Dividend proposed 000 000
000 000

NET CURRENT ASSETS/(LIABILITIES) 000 (000)
000 000
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XYZ (PROPRIETARY) LIMITED

CASH FLOW STATEMENT
for the year ended 30 June 19X1

Notes 19X1 19X0
R000 R000

A C 1 18(41) CASH RETAINED FROM/(UTILISED IN) 
OPERATING ACTIVITIES

A C 1 18(41)* Cash generated by/(utilised in) operations 14.1 000 (000)

A C 118 (41 )* (lncrease)/decrease in working capital 14.2 (000) 000

A C 118 Cash generated by operating activities 000 000

A C 118(41 )* Financing costs (000) (000)

Taxation paid 14.3 (000) (000)

Cash available from operating activities 000 (000)

A C 1 18(41)* Dividends paid 14.4 (000) (000)
Extraordinary items 000 000

000 (000)

A C 1 18(22)* CASH UTILISED IN INVESTMENT 
ACTIVITIES
Replacement of fixed assets 14.5 (000) (000)

Proceeds on disposal of fixed assets 14.6 000 000
A C 1 18(27) Investment to maintain operations (000) (000)

Additions to fixed assets 14.7 (000) (000)
Investment to expand operations (000) (000)
Net cash invested (000) (000)

Net cash available/(utilised) 000 (000)

A C 118 (32 )* CASH EFFECTS OF FINANCING 
ACTIVITIES

A C  118(43) Decrease in long-term liab ilities 
(Decrease)/increase in short-term lia b ili­

14.8 (000) (000)

ties 14.9 (000) 000
Net finance (repaid)/raised (000) 000

* Cash flow  inform ation is also required in terms o f paragraph 50 to 
Schedule 4.
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P6/AC101(22)

AC123(66)

XYZ (PROPRIETARY) LIMITED

SUMMARY OF ACCOUNTING POLICIES
for the year ended 30 June 19X1

The following are the principal accounting policies of the compa­
ny which are consistent in all material respects with those applied 
in the previous year, except as otherwise indicated. The financial 
statements have been prepared on the historical cost basis, modi­
fied by the revaluation of freehold land and buildings.

FIXED ASSETS AND DEPRECIATION

(i) Intangible assets

No value is attributed to internally developed trademarks, conces­
sions, patents and similar rights and assets, including franchises 
and management contracts. Costs incurred on trademarks, con­
cessions patents and similar rights, whether purchased or created 
by the Comany, are charged to the profit and loss account in the 
period in which they are incurred.

(ii) Property, plant and equipment

Expenditure on additions and improvements to tangible fixed as­
sets including the cost of related licences is capitalised for major 
projects on the basis of measured work completed, for other 
property projects on the basis of orders placed, and for all other 
projects as the expenditure is incurred.

Surpluses arising from the professional valuations of properties 
are taken direct to the revaluation reserve. Valuation surpluses rea­
lised on sale are transferred from the revaluation reserve to the 
income statement. Any deficit arising from the professional valu­
ation of properties is taken direct to the revaluation reserve to the 
extend that such deficit is regarded as temporary. Where a per­
manent diminution in value of an individual property is identi­
fied, the deficit is eliminated against any revaluation reserve in 
respect of that property with any excess being charged to the in­
come statement.

Freehold land and licences are not depreciated.

Freehold and leasehold properties are written off over 25 years, 
from the later of the date of acquisition or latest valuation. Lease­
hold properties are written off over the unexpired term of the lease 
when less than 25 years.

Cost of plant, machinery, furniture, fittings, tools and equipment 
(owned or leased) is spread, by equal instalments, over the esti­
mated useful lives of the relevant assets, namely:
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AC123(66c)

AC123(67c) 

AC114(29a, c)

AC105(42)/ 
(45)/(46)

AC108(25)/(40)

AC102(62)

AC116(51)/(52)

XYZ (PROPRIETARY) LIMITED

SUMMARY OF ACCOUNTING POLICIES (continued) 
for the year ended 30 June 19X1

Plant and machinery 4-20 years
Information technology equipment 3-5 years
Equipment in retail outlets 8-10 years
Vehicles 3-7 years
Restoration dismanting and removal costs relating to property, 
plant and equipment are recognised as an expense over the life 
of the asset and a liability for the anticipated amount is raised.
BORROWING COSTS
Interest costs incurred on the financing of major projects are capita­
lised. Such interest cost related to expenditure incurred prior to 
the project becoming operational. The capitalisation rate utilised 
to determine the amount of borrowing costs eligible for capitalisa­
tion is X.
LEASED ASSETS
Assets leased in terms of finance lease agreements are capitalised. 
Capitalised leased assets are depreciated on the straight line method 
at rates considered appropriate to reduce book values to estimat­
ed residual values over their useful lives. Lease finance charges 
are amortised over the duration of the finance leases by the effec­
tive interest rate method.
All costs relating to operating leases are charged to income as 
incurred.
INVENTORY
Inventory is valued at the lower of cost and estimated net realisa­
ble value. Estimated net realisable value is the estimated selling 
price less any costs of disposal. Cost is determined on the follow­
ing bases:
Raw materials and consumable stores are valued at average cost.
Finished goods and work in progress are valued at raw material 
cost plus labour cost and a proportion of manufacturing overhead 
expenses based on normal capacity.
DEFERRED TAXATION
Deferred taxation is accounted for on the comprehensive basis in 
respect of all material timing differences which arise from the in­
clusion of income and expenses or losses in taxable income in peri­
ods different from those in which they are included in accounting 
income. Deferred tax assets are created where their future realisa- 
bility is assured beyond a reasonable doubt.
RETIREMENT BENEFIT INFORMATION
The company provides for pensions for all employees by payments 
to independent trust funds and contributions are charged against 
income when made.
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AClll(39a)/
P43

XYZ (PROPRIETARY) LIMITED

SUMMARY OF ACCOUNTING POLICIES (continued) 
for the year ended 30 June 19X1

REVENUE (TURNOVER)

Revenue comprises the invoiced value of sales in respect of 
manufacturing and trading operations and excludes investment 
and other non-operating income and value added taxation.

Revenue from the sale of goods is recognised when significant risks 
and rewards of ownership of the goods are transferred to the buyer.

Revenue arising from services and royalties is recognised on an 
accrual basis in accordance with the substance of the relevant 
agreements.

Dividends are recognised when the right to receive payment is 
established.

Interest is recognised on a time proportion basis, taking account 
of the principal outstanding and the effective rate over the period 
to maturity.

Revenue arising from rendering of services is based on the stage 
of completion determined by reference to physical amount of work 
performed in relation to the total project.

NOTES

1 Notes on preparation

In drafting an accounting policy note the general requirements ofAClOl 
should be borne in mind to ensure fair presentation is achieved in the 
financial statements.

2 The accounting policies of the company are generally set out as part 
of the notes to the annual financial statements ("note 1"). Where the 
accounting policies or notes are numerous, a separate summary of ac­
counting policies may be presented.

3 Accrual and going concern bases

If the financial statements have been prepared otherwise than in accor­
dance with either of these bases this should be disclosed.

4 Partial method of providing deferred taxation 

The following is an appropriate accounting policy:

Deferred taxation

Deferred taxation is accounted for on the partial basis. Accordingly, 
deferred taxation is provided only where it is probable that taxation will 
become payable in the foreseeable future as a result o f reversing timing 
differences.
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XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 30 June 19X1

19X1 19X0
R000 R000

1 PROFIT ON ORDINARY ACTIVITIES BEFORE
INTEREST

Profit on ordinary activities before interest is arrived 
at after taking into account the fo llow ing items:

A C 1 1 1(39b) Income from:
-  Sales of goods 000 000
-  Rendering of services 000 000
-  Royalties 000 000
-  Gains on futures contracts 000 000

A C 1 1 1(39c) Revenue arising from exchanges was: 
-  Sale of goods 000 000

-  Royalties 000 000

P42(i)/ Auditors’ remuneration
S283 -  Audit fees 000 000

-  Other services 000 000
-  Expenses 000 000

P42(o)/ Depreciation
A C 123(66d ) -  Property 000 000

-  Plant and equipment 000 000
-  Vehicles 000 000

000 000

P42(h) Fees for services
-  Adm inistrative 000 000
-  Managerial 000 000
-  Secretarial 000 000
-  Technical 000 000

000 000

A C 103(15 )/ Significant items
P42(n) Profit/(Loss) on disposal of fixed assets 

(Taxation effect of xxx)
000 000

Losses on futures contracts 000 000
(Taxation effect of xxx)

000 000

A C 108(32d ) Reversal of inventory write-down 000 000

S 297/P 59 Directors' emoluments
For services as directors 000 000
For managerial services 000 000

000 000
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P 42(f)/
A C 1 1 4 (2 9 b )

A C 102 (63 )

A C 1 02 (63 )/ 
P42(e)

A C 1 02 (63 )

A C 1 02(65)

A C 3 03 (16 )
A C 3 04 (12 )

XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 19X1

19X1 19X0

Pensions:
R000 R000

For services as directors 000 000
For managerial services 000 000

000 000

Compensation for loss of office 000 000

2 FINANCING COSTS
Interest paid 000 000

Finance lease cost 000 000
000 000

3 TAXATION
South African normal taxation
Taxation relief/(charge) on extraordinary items

000 000

(refer note 4) 000 (000)
000 000

Comprising: 
Current taxation
-  current year 000 000

-  prior years 
Deferred taxation

(000) 000

-  current year 000 000
-  prior years 000 (000)
-  change in rate of taxation (000) (000)
Secondary tax on companies 000 000

000 000
— —
19X1 19X0

Reconciliation of rate of taxation
% %

Standard rate of taxation 
Adjustm ent for:

35 40

Export incentive and other allowances (00) (00)
U tilisation of assessable losses (00) (00)
Deferred taxation rate change (00) -
Non-taxable income (00) (00)
Secondary taxation on companies 00 00
Transition levy 00 00
Prior year (over)/under provision (00) 00
Effective rate of taxation 00 00

= —

or

Page 13



346 GAAP Handbook 1996

A C 1 02(66)

A C 103 (14 )/P 46

P8(1Xa)&(b)

P32

P11(a)

PI 1(a)

A C 1 23(41)

P11

XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 19X1

19X1 19X0

Estimated assessable losses available fo r set off
R000 R000

against future taxable income are as follows: R R
Total assessable losses 000 000
Applied to reduce deferred taxation (000) (000)

000 000

4 EXTRAORDINARY ITEMS
Loss on the expropriation of property (000) -

Taxation relief/(charge) 000 (000)
(000) 000

5 ORDINARY SHARE CAPITAL 
Authorised:
000 Ordinary shares of Rx each 000 000

Issued:
000 Ordinary shares of Rx each 000 000

The directors are authorised, by resolution of the 
shareholders and until the forthcom ing annual 
general meeting, to dispose of the unissued shares 
for any purpose and upon such terms and condi­
tions as they see fit.

6 NON-DISTRIBUTABLE RESERVES
Balance at the beginning of the year 000 000
Movements (specify) 000 000
Balance at the end of the year 000 000

Comprising:
Revaluation of fixed assets 000 000

7 DISTRIBUTABLE RESERVES
General reserve 000 000
Retained income 000 000

000 000

Any future dividend declarations out of the distributable reserves of 
the company w ill give rise to a liab ility  for secondary tax on compa­
nies at a rate of 25% of the dividend declared. Included in d is tribu ta­
ble reserves are revenue pro fits  of R000 that accrued prior to 30 June 
1992 and R000 of capital profits. These reserves would not be subject 
to secondary tax on companies if d istributed as part of a liquidation 
dividend.
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AC102(66)/ 
P16(c)

P15(b)

P15(c)

XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.)
for the year ended 30 June 19X1

19X1 19X0
R000 R000

8 DEFERRED TAXATION 
Balance at beginning of year 
Movements during the year:

000 000

Timing differences 000 000
Change in rate of taxation (000) (000)
Balance at the end of the year 000 000

The balance comprises: 
Capital allowances 000 000
Provisions (000) (000)
Assessable losses (000) (000)

000 000

9 LONG TERM LIABILITIES 
Mortgage loan 1 000 000
Mortgage loan 2 000 -
Unsecured loan 000 000
Liabilities under capitalised finance lease 
agreements 000 000
Total liab ilities 000 000
Less -  payable before 30 June 19X2 
included in short term liab ilities (000) (000)
Total long-term liabilities 000 000

Interest bearing liabilities: 
Long and medium term 000 000
Short-term 000 000
Total interest bearing liab ilities 000 000

The mortgage loans are secured by mortgages over 
properties (refer to note 10) with a net book value of 000 000

Additional information: Repayment
Repayable

instalm ents Interest rate
Mortgage loan 1 19X2-19X5 R000 annually 00%
Mortgage loan 2 19X5 R000 monthly 00%
Unsecured loan 19X6 Indefinite 00%
Liabilities under capital­
ised finance lease 
agreements 19X2-19X6 R000 annually 00%
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A C 123  
(66e), (66f)

A C 114 (29b )

XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 19X1

10 FIXED ASSETS 19X1
Plant & 
equip-

Property ment Vehicles Total 
R000 R000 R000 R000

Carrying amount at 30 June 
19X0

At cost or valuation 
Accumulated depreciation

Revaluation adjustments 000 000 000 000
Additions 000 000 000 000
Borrowing costs capitalised 000 000 000 000
Disposals (000) (000) (000) (000)
Depreciation for the year (000) (000) (000) (000)
Carrying amount at 30 June 
19X1

At cost or valuation 
Accumulated depreciation

000

000
(000)

000

000
(000)

000

000
(000)

000

000
( 000)

000

000
( 000)

000

000
(000)

000

000
( 000)

000

000
(000)

NOTE:
A table for 19X0 should be given on the same basis.

P22(4a)

A C 123 (70 e)

A C 123 (67e)

A C 123 (67d )

A C 123 (67b )/
P17

The valuations were performed by AC (Pty) Ltd, qualified valuers, on 
the basis of open market values, on 30 September 19X0.

H is to r ic a l c o s t

The comparable amounts under the historical cost convention fo r 
properties which have been revalued would be:

19X1
Cost 000
Accumulated depreciation 000
Net carrying amount 000

The company has the fo llow ing com m itm ents for the acqui­
sition of property, plant and equipment:
XXXX R000

The cost of expenditure on assets in the course of construc­
tion amounted to R000 at 30 June 19X1 
Certain properties are encumbered as security for liab ilities 
of the Group (refer note 11).
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P22(3)
P22(4)

P22(3)

P22(4)

P17

A C 108 (32 b )/
P29(1)

A C 1 0 8 (3 2 c )

P 15(a)

P 16(d) 

P 17 /P 34

XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 19X1

19X1
R000

Details of the freehold land and build ings are recorded in a 
register which may be inspected by members of their duly 
authorised agents at the com pany’s registered office.

OR

Freehold land and buildings comprise:
-  Stand A, Randburg, factory buildings and a warehouse un­

der construction, acquired in 19X6
-  At valuation in 19X9 000
Subsequent additions at cost -  19X0 000
Warehouse under construction -  19X1 000

000
-  Stand B, Sandton, and residential buildings, acquired in 

19X8 000
-  At valuation in 19X3 000

000

Both properties are encumbered as security for the com pany’s liabil 
ties (refer to note 9).
11 INVENTORY 19X1 19X0

R000 R000
Raw materials 000 000
Finished goods 000 000
Consumable stores 000 000

000 000

Included in the amounts above are the follow ing 
inventories carried at net realisble value:
Finished goods 000 000

12 CREDITORS AND ACCRUALS 
Trade creditors 000 000
Current portion of long-term liabilities: 
-  capitalised finance leases 000 000
-  other liab ilities 000 000
Provisions 000 000

000 000

The fo llow ing current assets have been pledged 
as security to trade creditors
Raw material stocks 000 000
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P36

A C 116(51 ) 

P39 and P40

A C 1 18(42)

XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 19X1

19X1 19X0
R000 R000

13 COMMITMENTS 
13.1 Capital expenditure 
Contracted 000 000
Authorised by the directors, but not yet contracted 000 000
Total future capital expenditure 000 000

This capital expenditure is to be financed as 
follows:
-  internally generated funds 000 000
-  existing credit facilities 000 000

000 000

13.2 Pension funds
Unfunded actuarial liabilities, to be paid in annual 
instalments of R000 over the next ten years 000 000

Approximately 85% of the com pany’s employees 
belong to funds which are defined benefit funds and 
are subject to the Pension Funds Act, 1956, which 
requires actuarial valuations every three years. At 
the last actuarial valuation, 30 June 19X0, the funds 
were found to be financia lly sound by the indepen­
dent consulting actuaries.

14 CASH FLOW INFORMATION
14.1 Cash generated by/(utilised in) operations
Operating income before financing costs 
Adjustm ent for:

000 000

Depreciation 000 000
Net loss/(profit) on disposal of fixed assets 000 (000)

000 (000)

14.2 (lncrease)/decrease in working capital 
Increase in inventory (000) (000)
Increase in debtors (000) (000)
Increase in creditors 000 000

(000) 000

14.3 Taxation paid is reconciled to the amounts
disclosed in the cash flow  as follows:

Balance at beginning of year 000 000
Current taxation provided 000 000
Balance at end of year (000) (000)

000 000
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XYZ (PROPRIETARY) LIMITED

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 19X1

A C 1 1 8
a p p e n d ix

19X1 19X0
R000 R000

14.4 Dividends paid is reconciled to the amounts
disclosed in the cash flow as follows:

Balance at beginning of year 000 000
Charged to the income statement 000 000
Balance at end of year (000) (000)

000 000

14.5 Replacement of fixed assets 
Plant and equipment 000 000
Vehicles 000 000

000 000

14.6 Proceeds on disposal of fixed assets 
Book value of plant and equipment disposed of 000 000
(Loss)/profit on disposal (000) 000

000 000

14.7 Additions to fixed assets 
Plant and equipment 000 000

Land and build ings 000 000
000 000

14.8 Decrease in long-term liab ilities comprises: 
Loans raised 000 000

Loans repaid (000) (000)
(000) (000)

14.9 (Decrease)/increase in short-term liabilities
comprises:

Net increase in short-term borrowings 000 000

Decrease in cash on hand (000) (000)
(000) 000
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XYZ CC
(Registration No CK85/00007/23)

ANNUAL FINANCIAL STATEMENTS
for the year ended 30 June 19X1

INDEX Page

Accounting officer's report 2

Income statement 4

Balance sheet 5

Cash flow statement 6

Notes to the financial statements 7

The annual financial statements which appear on pages 4 to 8 have been approved 
by all members and are signed on their behalf by:

(MEMBER) (MEMBER)

2 August 19X1
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(The following report is used if an accounting officer reports on the financial statements)

REPORT OF THE ACCOUNTING OFFICER TO THE MEMBERS OF XYZ CC.

We have performed the duties of accounting officer to XYZ CC for the year ended 
30 June 19X1, as required by section 62 of the Close Corporation Act, 1984 ("the 
A ct"). An audit is not required in terms of the Act and we have not audited the 
annual financial statements.

The annual financial statements set out on pages 4 to 8 are the responsibility of the 
members. We have determined that the financial statements are in agreement with 
the accounting records and have done so by adopting such procedures and making 
such enquiries in relation to the books of account and records as we considered neces­
sary in the circumstances. We have also reviewed the accounting policies which have 
been represented to us as having been applied in the preparation of the annual finan­
cial statements and we consider that they are appropriate to the business.

ABC AND ASSOCIATES 2 August 19X1
Chartered Accountants (SA)

Note: The report date should not precede that of the members' approval of the annual finan­
cial statements.
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NOTES

1 Where an audit has been conducted at the request of members, an appropriate report would be:

REPORT OF THE INDEPENDENT AUDITORS TO THE 
MEMBERS OF XYZ CC

We have performed the duties of accounting officer to XYZ CC as required by Section 62 
of the Close Corporations Act, 1984. We have also audited the annual financial statements 
of XYZ CC set out on pages 4 to 8. These financial statements are the responsibility of 
the members of the Close Corporation while our responsibility is to report thereon.

We conducted our audit in accordance with generally accepted auditing standards which 
require that we plan and carry out the audit to obtain reasonable assurance that fair presen­
tation is achieved in the financial statements in all material respects. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the finan­
cial statements. An audit also includes assessing the accounting policies used and signifi­
cant estimates made by management, as well as evaluating the overall financial statement 
presentation. We consider that our audit procedures were appropriate in the circumstances 
to express the opinion presented below.

In our opinion these annual financial statements fairly present the financial position of 
XYZ CC at 30 June 19X1 and the results of its operations and cash flow information for 
the year then ended in conformity with generally accepted accounting practice appropriate 
to the business.

ABC and Associates 2 August 19X1
Chartered Accountants (SA)

2 In appropriate circumstances, either or both of the following paragraphs may be added:

(a) “We further report that a partner/employee of our firm is a member o f the corporation 
and all the members have consented in writing to our appointment as accounting officer. "

(b) “We have become aware of the following contravention of a provision of the Close Cor­
porations Act . . . ”
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XYZ CC

INCOME STATEMENT
for the year ended 30 June 19X1

19X1 19X0
R R

Gross revenue (turnover) 000 000
Opening stock 000 000
Purchases, net of d iscounts 000 000
Closing stock (000) (000)
Cost of sales 000 000
Gross profit
Selling, adm inistrative and general expenses:

000 000

-  advertising 000 000
-  bad debts 000 000
-  com m ission 000 000
-  depreciation 000 000
-  discounts allowed 000 000
-  insurance 000 000
-  lights and water 000 000
-  loss on disposal of fixed assets 000 000
-  rent and rates 000 000
-  repairs and maintenance 000 000
-  salaries and wages 000 000
-  stationery 000 000

000 000

Operating profit 
Other income:

000 000

-  dividends received 000 000

-  interest 000 000
000 000

Interest paid 000 000

Profit on ordinary activities before taxation 000 000

Taxation 000 000

Net profit 000 000

Undrawn earnings at beginning of year 000 000
000 000

D istributions during the year 000 000

Undrawn earnings at end of the year 000 000

NOTES

1 The income statement should refer to appropriate notes to the financial statements.
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XYZ CC

BALANCE SHEET
at 30 June 19X1

19X1 19X0

FUNDS EMPLOYED

R R

Members’ contributions 000 000
Revaluation surplus 000 000
Undrawn earnings 000 000
Members’ funds 000 000

Loans from members 000 000
Long-term loans 000 000
Deferred taxation 000 000

000 000

EMPLOYMENT OF FUNDS
Fixed assets 000 000
Investments 000 000

CURRENT ASSETS
000 000

Inventory 000 000
Loans to members 000 000
Debtors 000 000
Cash resources 000 000

000 000
CURRENT LIABILITIES
Creditors 000 000
Short-term loans 000 000
Taxation 000 000
Bank overdraft 000 000

000 000
NET CURRENT ASSETS 000 000

000 000

NOTE

The balance sheet should refer to appropriate notes to the financial statements.
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XYZ CC

CASH FLOW STATEMENT
for the year ended 30 June 19X1

19X1 19X0

CASH (UTILISED IN)/RETAINED FROM OPERATING 
ACTIVITIES

R R

Cash generated by operations 000 000

Investment income 000 000

(lncrease)/decrease in working capital (000) 000

Cash generated by operating activities 000 000

Financing costs (000) (000)

Taxation paid (000) (000)

Cash available from operating activities 000 000

D istributions to members (000) (000)

CASH UTILISED IN INVESTING ACTIVITIES 
Investment to maintain operations:

(000) 000

-  Replacement of fixed assets (000) (000)

-  Proceeds on disposal of fixed assets 000 000

Investment to expand operations:

(000) (000)

-  Additions to fixed assets (000) (000)

Net cash invested (000) (000)

Net cash (uti 1 ised)/available

CASH EFFECTS OF FINANCING ACTIVITIES

(000) 000

Decrease in long-term liab ilities (000) (000)

Increase in loans from members 000 000

lncrease/(decrease in bank overdraft 000 (000)

Net finance raised/(repaid) 000 (000)

NOTE

The cash flow statement should refer to appropriate notes to the financial statements
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XYZ CC

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 30 June 19X1

1 Notes to the annual financial statements, including notes on accounting policies, should 
be prepared. The form and presentation o f information in the notes should generally be 
similar to that required in presenting company financial statements (see pages 333-351), 
with the accounting policies being dealt with in note 1.

On the basis that the primary purpose o f the financial statements is to report to members, 
it is also recommended that a note to the income statement should summarise any transac­
tions with members which have been included in the determination o f net income. An ex­
ample of such a note is:

Transactions with members

Net profit is arrived at after the following transactions with members:

A
Member

B
Member

Total
R R R

Interest paid 000 000 000
Rent 000 000 000
Salaries and wages 000 000 000

000 000 000
Interest received (000) (000) (000)

000 000 000

The notes to the annual financial statements should be expanded to include all dis­
closures required in terms of generally accepted accounting practice. Your attention 
is drawn to the disclosure in XYZ (Proprietary) Limited specimen annual financial 
statements (pages 333-351) for further guidance in this regard.
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XYZ CC

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 19X1

2 Where the information is not available on the face o f the balance sheet the following state­
ment will be necessary:

MEMBERS' NET INVESTMENT STATEMENT
for the year ended 30 June 19X1

MEMBERS' INTEREST
R

Balance at beginning of the year 
Movements during the year:

000

-  contribu tions introduced 000
-  contribu tions repaid (000)
-  revaluations 000
-  net profit 000
-  d istributions (000)
-  loans from members 000
- loans to members (000)

Balance at end of year 000

REPRESENTED BY:

-  members’ contribu tions 000
-  revaluations 000
-  undrawn earnings 000
-  loans from members 000
-  loans to members (000)
Balance at end of the year 000
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GAAP Handbook 1996 presents conceptual and concise guidance on the 

application of statements of Generally Accepted Accounting Practice. The 

book summarises by topic the disclosure requirements of both the 

accounting statements and Schedule 4 to the Companies Act. Specimen 

sets of financial statements for a group, a private company and a close 

corporation are included in the appendix.

GAAP Handbook 1996 covers accounting statements and exposure drafts 

issued up to September 1995. This includes coverage and practical 

explanations of:

AC 103 (revised) 
AC 114 (revised) 
AC 109 (revised) 
AC 108 (revised) 
ED 101

Net Profit for the Period 
Borrowing Costs 
Construction Contracts 
Inventories 
Cash Flow Statements

The book provides concise guidance for all those who are involved in the 

preporotion, audit or analysis of company and close corporation financial 

statements. This topical and up-to-date handbook can be used at both 

undergraduate and graduate student level, as well as by practising 

accountants, financial analysts, credit providers and the wider business 

community.


