
Accounting NCEA Level 3 Appendix

 – for use from 2013
This appendix is provided for teacher guidance in relation to the external Level 3 Achievement standards: 

Achievement Standard 91404 Accounting 3.1

Demonstrate understanding of accounting concepts for a New Zealand reporting entity
Please note there are currently two frameworks which have relevance for reporting entities:
1. The NZ Framework (also known as the Conceptual framework for Financial Reporting 2010) 
It is expected that teachers and students will use the New Zealand Equivalent to the IASB Conceptual Framework for Financial Reporting 2010 (NZ Framework) as a reference.  Definitions and explanations in the most recent version of NZ Framework will guide assessment of accounting concepts where relevant.  

2. Approved Accounting Standards Framework
Outlines the new Accounting Standards Framework established by the External Reporting Board (XRB) for the criteria and reporting requirements for the different reporting tiers.
Note: Students at Level 3 are not expected to be familiar with the details of the tiers for reporting.  Scholarship students may be expected to have knowledge of the tiers for reporting; see:
http://xrb.govt.nz/Site/Financial_Reporting_Strategy/Accounting_Standards_Framework.aspx
New Zealand Equivalents to the International Financial Reporting Sandards(NZIFRs) can also be accessed from the XRB website.   
The most recent volume should be referred to, and will be updated on www.xrb.govt.nz 
Note: Students at Level 3 are not expected to be familiar with the contents of NZIFRS but relevant parts of standards should be used by teachers as a reference.  In particular New Zealand International Accounting Standard 1 (NZIAS 1) Presentation of Financial Statements and NZIAS 7 Statement of Cash Flows have informed the content of this Appendix.  NZIAS 2 Inventories and NZIAS 16 Property, plant and equipment are useful teacher references.
Accounting Concepts

Features of reporting entities

· Accountability

· Contents of annual reports
· Stakeholders may include shareholders, creditors, employees, the environment, local communities and society. 

Statutory reporting requirements

Refer to the Companies Act 1993 for companies, and the Financial Reporting Act 1993 for all reporting entities including companies that are reporting entities.

Also refer to the Approved Accounting Standards Framework
Generally accepted accounting practice

This is defined in the External Reporting Board standard A1, paragraphs 4-7:

External reporting board standard A1 Application of Accounting Standards (XRB A1) paragraphs 4-7
General purpose financial statements and accounting policies
· Income Statement/Statement of Comprehensive Income 

· Statement of Financial Position

· Statement of Cash Flows

· Notes to the financial statements.
NZ Framework

Students should be familiar with the contents of Part A of the NZ Framework.  

Note concepts of capital and capital maintenance will not be assessed.
Achievement Standard 91406 Accounting 3.3

Demonstrate understanding of company financial statement preparation

Explanatory Note 2

Demonstrate understanding involves applying company accounting elements to the preparation of financial statements that are fit for purpose. This may include applying knowledge of financial elements and/or cash flows to complete year end classified financial statements including additional information.
Applying knowledge of financial elements and/or cash flows may include classifying and/or preparing supporting entries for the financial statements and notes to the financial statements in the general journal and/or general ledger.

Demonstrate in-depth understanding involves explaining the application of company accounting elements to the preparation of financial statements that are fit for purpose.  Thismay include explaining knowledge of financial elements and/or cash flows to complete year end classified financial statements including additional information.  Explaining knowledge of financial elements and/or cash flows may include explaining and/or preparing supporting accounting entries for the financial statements and notes to the financial statements in the general journal and/or general ledger.

Demonstrate comprehensive understanding involves justifying the application of company accounting elements to the preparation of financial statements that are fit for purpose  This may include integrating knowledge of financial elements and/or cash flows to complete year end classified financial statements including additional information.  Integrating knowledge of financial elements and/or cash flows may include justifying and/or preparing supporting accounting entries for the financial statements and notes to the financial statements in the general journal and/or general ledger.
Additional information

Additional information may include:
· invoices on hand for income/expenses/assets

· accrued expenses/Accrued income

· prepayments/Income in advance

· inventory shortages/revaluation

· depreciation – either straight line or diminishing value

· bad and/or doubtful debts including an adjustment to the allowance for doubtful debts

· revaluation of financial assets eg shares in other companies/term investments

· revaluation of land and/or buildings upwards only
· share issue for cash may include issue through a sharebroker

· share repurchase

· dividends paid and/or proposed

· taxation expense
Notes: 

Accounting entries will only be assessed in relation to the last six bullet points.

Income Statement or Statement of Comprehensive Income
· The Income Statement or Statement of Comprehensive Income may be for a service or trading entity.

· This statement will be an Income Statement unless a revaluation of land and/or buildings is assessed.

· An Income Statement will end with the profit for the year figure.  
· An Income Statement or Statement of Comprehensive Income may not require accompanying notes.  

· When required, accompanying notes may include notes for Revenue, Other Income, Audit Fees and Finance Costs.

· Expenses, including cost of goods sold, are not required to be classified.

When a format is provided, the following format will be used for an Income Statement or Statement of Comprehensive Income.  

Note:  xx is a figure to be entered in the financial statement; xxx is a calculation within the financial statement.  Note NZ$ may be expressed in NZ$000.  The resource and question will be consistent.
	ABC Limited

Income Statement or Statement of Comprehensive Income 

for the year ended 31 March 20--

	
	NZ$
	NZ$

	Revenue
	xx
	

	Other Income

	xx
	

	Total income
	
	xxx

	Less Expenses
	
	

	List expenses from the trial balance and/or additional information.
May include:
	
	

	· Cost of goods sold
	xx
	

	· Directors Fees
	xx
	

	· Donations
	xx
	

	· Auditor’s remuneration
	xx
	

	· Other expenses from the trial balance and/or additional information
 

	xx
	

	· 
	xx
	

	· Finance costs
	xx
	

	Total expenses
	
	xxx

	Profit before tax
	
	xxx

	Income tax expense
	
	xx

	Profit for the year 
	
	xxx

	Other comprehensive income
	
	

	Gain on revaluation of land
	xx
	

	Gain on revaluation of buildings
	xx
	

	Other comprehensive income for the year
	
	xxx

	Total comprehensive income for the year
	
	xxx


Statement of Financial Position

Assets and liabilities are required to be classified as current or non-current.

When a format is provided, the following format will be used
	ABC Limited
Statement of Financial Position at 31 March 20--
	

	
	NZ$
	NZ$
	NZ$

	Current Assets
	
	
	

	List
	xx
	
	

	
	xx
	xxx
	

	Non-current Assets
	
	
	

	List
	xx
	
	

	
	xx
	xxx
	

	Total Assets
	
	
	xxx

	Less Liabilities:
	
	
	

	Current Liabilities
	
	
	

	List

	xx
	
	

	
	xx
	xxx
	

	Non-current Liabilities
	
	
	

	List
	xx
	
	

	
	xx
	xxx
	

	Total Liabilities
	
	
	xxx

	NET ASSETS
	
	
	xxx

	Equity
	
	
	

	Contributed Equity
	
	xx
	

	Land Revaluation Surplus
	
	xx
	

	Buildings Revaluation Surplus
	
	xx
	

	Retained Earnings
	
	xx
	

	Total Equity
	
	
	xxx


Notes to the financial statements 

When assessed, the following formats will be used for Notes to the Financial Statements
	
	NZ$

	Revenue
	

	Sales/Fees
	xx

	Other income
	

	List
	xx

	
	xx

	
	xxx

	Auditors’ Remuneration
	

	· Fees for audit
	xx

	· Fees for assurance and related services
	xx

	· Fees for tax advice and planning
	xx

	· Fees for other services (suitably described)
	xx

	
	xxx

	Finance costs
	

	List
	xx

	
	xx

	
	xxx

	Accounts Receivable
	

	Accounts Receivable
	xx

	Less Allowance for doubtful debts
	xx

	
	xxx


Property, Plant and Equipment

	
	Land
	Buildings
	PPE Item 1
	PPE Item 2
	Total

	
	NZ$
	NZ$
	NZ$
	NZ$
	NZ$

	For year ended 31 March 20--
	
	
	
	
	

	Opening carrying amount
	xx
	xx
	xx
	xx
	

	Additions
	
	
	
	xx
	

	Disposals
	
	
	
	(xx)
	

	Depreciation
	
	(xx)
	(xx)
	(xx)
	

	Revaluation
	xx
	xx
	
	
	

	Closing carrying amount
	xxx
	xxx
	xxx
	xxx
	xxx

	
	
	
	
	
	

	As at 31 March 20--
	
	
	
	
	

	Cost or valuation
	xx
	xx
	xx
	xx
	

	Accumulated depreciation
	xx
	xx
	xx
	xx
	

	Carrying amount
	xxx
	xxx
	xxx
	xxx
	xxx


Notes: 
Shaded totals will not be required.
Additions and/or disposals may be assessed for any item of property, plant and equipment.

Revaluations will only be assessed for land and buildings.

	Financial assets
	NZ$

	Balance at beginning of the year
	xx

	Increase (decrease) in fair value of financial assets recognised in profit or loss 
	xx or (xx)

	Balance at end of the year
	xxx

	Financial assets comprise shares in The Warehouse Ltd.


Debentures

Debentures are secured by a floating charge over assets except land and buildings.  The rate of interest is xx% p.a. The maturity date is October 20--
	Contributed Equity

	
	Number of shares
	NZ$

	Balance at 1 April 20--
	xx
	xx

	Shares issued
	xx
	xx

	Shares repurchased
	(xx)
	(xx)

	Balance at 31 March 20--
	
	

	Distributions
	Cents per share
	NZ$

	Final dividend 
	
	

	Interim dividend 
	
	

	Total dividends paid
	
	

	Share repurchase
	
	

	Total distributions
	
	

	Dividends declared after reporting date

	On <date> directors proposed a final dividend for 20-- of xxc per share totalling $xx to be paid on <date>
Note both <date>s are after the date of the balance sheet.


Statement of Cash Flows

The statement is prepared using the direct method.

Cash flows will be classified as Operating, Investing and Financing.

Additional information for the cash flow statement may include:
· income statement for the current year

· comparative statement of financial position 

· relevant notes to the financial statements

· other additional information regarding cash flows during the year.
Company accounting entries

Company accounting entries include:

· general journal entries

· general ledger entries. 
These may include closing entries.
Note: For taxation expense entries will be limited to taxation expense for the year (debit taxation expense/income summary, credit taxaton payable), offset of provisional tax paid against taxation payable (debit taxation payable, credit provisional tax paid).  Provisional tax paid and taxation expense will be provided.  Taxation receivable will not be assessed.

Achievement Standard 91408 Accounting 3.5

Demonstrate understanding of management accounting to inform decision-making 

Purpose of preparing budgets

Budgets may include:
· cash

· sales

· production

· capital expenditure

· financial statements.
Cost concepts

May include:
· direct and indirect costs

· variable, fixed, semi-variable costs

· relevant range

· contribution margin

· break-even

· margin of safety. 

CVP calculations

May include calculation of:
· contribution margin

· break-even

· a given profit level

· margin of safety. 

NEW ZEALAND SCHOLARSHIP EXTENSION
The scholarship examination has a reporting entity focus.

Financial statements will be based relevant paragraphs from NZIAS 1 as found in the most recent volume of NZIFRS.

Extensions to the requirements for Level 3 may include:

Statement of Comprehensive Income

The Statement of Comprehensive Income may include raw materials and consumables used, changes in inventory, expenses classified by nature or function.  Revaluations to land and/or buildings in comprehensive income may be up or down.  

Statement of Changes in Equity

ABC Limited

Statement of Changes in Equity for the year ended 31 March 20--

	
	Note
	Contributed

equity
	Land Revaluation Surplus
	Buildings Revaluation Surplus
	Retained earnings
	Total equity

	
	
	NZ$000
	NZ$000
	NZ$000
	NZ$000
	NZ$000

	Balance at  31 March 20--
	
	xx
	xx
	xx
	xx
	xxx

	Changes in equity for 20--
	
	
	
	
	
	

	Total comprehensive income for the year 
	
	
	xx or (xx)
	xx or (xx)
	xx or (xx)
	xxx

	Proceeds from share issue
	
	xx
	
	
	
	xxx

	Distributions
	
	(xx)
	
	
	(xx
)
	xxx

	Balance at 31 March 20--
	
	xxx
	xxx
	xxx
	xxx
	xxx


Statement of Financial Position

Financial assets may include debentures in another entity.  
Current assets may include taxation receivable.
Notes to the financial statements

The following notes are additional to, or require additional detail to be incorporated in, those for the usual programme at curriculum level 8.

	
	NZ$000

	Inventory
	

	Goods for sale
	xx

	Work-in-progress
	xx

	
	xxx

	Financial assets 
	

	Balance at beginning of the year
	xx

	Additions (disposals)
	xx or (xx)

	Increase (decrease) in fair value of financial assets recognised in profit or loss 
	xx or (xx)

	Balance at end of the year
	xxx

	Financial assets comprise equity investments in JK Ltd


Property, Plant and Equipment

	
	Land
	Buildings
	Vehicles
	Plant and Equipment
	Total

	
	NZ$000
	NZ$000
	NZ$000
	NZ$000
	NZ$000

	For year ended 31 March 20--
	
	
	
	
	

	Opening carrying amount
	xx
	xx
	xx
	xx
	xxx

	Additions
	
	
	
	xx
	xxx

	Disposals
	
	
	
	(xx)
	(xxx)

	Depreciation
	
	(xx)
	(xx)
	(xx)
	(xxx)

	Revaluation
	xx
	xx
	
	
	xxx

	Closing carrying amount
	xxx
	xxx
	xxx
	xxx
	xxx

	
	
	
	
	
	

	As at 31 March 20--
	
	
	
	
	

	Cost or valuation
	xx
	xx
	xx
	xx
	xxx

	Accumulated depreciation
	
	
	(xx)
	(xx)
	(xxx)

	Carrying amount
	xxx
	xxx
	xxx
	xxx
	xxx


Land and buildings were revalued on 14 March 20-- by C Collins MIVNZ, an independent valuer to fair value based on the market value of surrounding property.

The revaluation surpluses have been credited to the land and buildings revaluation surpluses in equity.

Had land not been revalued the carrying amount under the cost model would be $50,000

Had buildings not been revalued the carrying amount under the cost model would be $180,000.

Land and buildings are mortgaged to the value of $150,000.  See note <mortgage note>
Depreciation is calculated on the straight-line basis at the following rates:

· buildings 2% per annum

· plant and equipment 10% per annum

· vehicles 10% per annum.

Mortgage

The mortgage is secured over land and buildings.  The rate of interest is xx% p.a. The maturity date is October 20--.

Cash flow

A note to reconcile profit to net cash from operating activities.

� May include increase in fair value of financial assets


� May include decrease in fair value of financial assets. 


� May require some combination of like expenses eg one depreciation expense for depreciation on more than one type of asset.  However alternative expense names such as employee benefits expense will not be expected.  


� May include taxation payable.  Taxation receivable will not be assessed.


� May include part of a share repurchase
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