
Section 8
Financial Information
Scope of section
This section deals with the content of financial information for circulars and PLS. 

Report of historical financial information

General 

8.1
A report of historical financial information must be prepared: 

(a)
on a new applicant (including reverse take-over) issuing a PLS; 

(b)
on the subject of a category 1 transaction; and 

(c)
on the subject of any substantial acquisition/disposal (measured against anticipated market capitalisation of new applicant at date of listing/value of the category 1 subject) made by the new applicant/category 1 subject in the current or preceding financial year.

In this 8.1, the JSE will regard substantial as equal to or exceeding 50%.
Assurance


8.2
The following assurance must be prepared:


(a)
an audit opinion on the financial year immediately preceding the issue of the PLS/circular; and

(b)
either an audit opinion or a review conclusion for the financial year(s), prior to the financial year immediately preceding the issue of the PLS/circular; and 

(c)
a review conclusion on interim financial information.
The above also applies when a report of historical financial information is prepared on a voluntary basis.

Specific requirements

8.3 The report of historical financial information is the responsibility of the board of directors and this fact must be stated.
8.4 The report of historical financial information must:


(a)
be prepared in accordance with IFRS and the SA financial reporting requirements; 

(b)
be presented in consolidated form for two years up to and including the financial year immediately preceding the issue of the PLS/circular and for three years when required in terms of 8.1(a); 

(c)
include interim financial information (to be presented for the first six months after the latest financial year end), if at the date of the PLS/circular, more than nine months have elapsed since the end of the last financial year. Comparative results are not required;

(d)
include the latest financial statements, where more than fifteen months have passed since the latest period for which annual financial statements were prepared;

(e)
include headline earnings per share and diluted headline earnings per share for each class of share, expressed in cents for the last financial year for purposes of 8.1(a) and the interim period where 8.4(c) is applicable for a new applicant; 

(f)
include commentary incorporating a general review of the business and all matters material to the state of affairs, financial position, changes in equity, results of operations and cash flows of the applicant issuer/subject of the transaction; and

(g)
be prepared in accordance with the accounting policies of the applicant issuer when issuing a PLS.
8.5 As it relates to 8.1(a), if the PLS does not include the latest annual/interim financial statements, the results must be published in terms of the Requirements, irrespective of the listing date or whether previously distributed.
8.6
If the financial information was not historically prepared in terms of IFRS, it must be converted to IFRS for purposes of 8.1(a). The third year may be presented in accordance with the original accounting framework. Shareholders must be warned about the potential lack of comparability of the information and advised to review the IFRS conversion notes to obtain a full understanding of any potential differences. 
Foreign companies and transactions  
8.7
When a report of historical financial information is required for a category 1 subject and/or a substantial acquisition/disposal of a category 1 subject, and the historical financial information of a foreign company has not been prepared in compliance with IFRS and/or the SA financial reporting requirements, the following must be disclosed:


(a)
the reasons for such non-compliance;


(b)
the accounting standards and legislation under which the historical financial information has been prepared; and


(c)
a comprehensive reconciliation to IFRS of the effect of such non-compliance on the information required in terms of 8.4(a). 
Pro forma financial information 
General 

8.8
Pro forma financial information:

(a) included in any announcement or document requiring submission to the JSE must comply with 8.9 to 8.18; and
(b)
is the responsibility of the board and this fact must be stated.
8.9
Pro forma financial information must:


(a)
be prepared in terms of the Requirements and The Guide on Pro forma Financial Information issued by SAICA; 

(b)
for a corporate action, illustrate how the reported financial information might be affected, had it been undertaken at the commencement of the period, or in the case of a pro forma statement of financial position, at the date reported on;

(c)
be presented in columnar form and show the unadjusted financial information and pro forma adjustments separately;


(d)
identify the basis upon which it is prepared and the source of all information and adjustments; 


(e)
be aligned with the format and accounting policies adopted by the issuer; and

(f)
state the purpose for which it has been prepared, that it is prepared for illustrative purposes only and that because of its nature, it may not fairly present the issuer’s financial position, changes in equity, results of operations or cash flows.

Assurance 

8.10
The auditor must provide assurance that the compilation of pro forma financial information was prepared on the basis required by the Requirements. Announcements, other than those dealing with the results for the financial year-end, are exempt from this obligation.
Specific requirements 

8.11 
The unadjusted information of the issuer must be derived from the most recent: 

(a)
published condensed/summary/annual financial statements or published interim results; 

(b) 
previously published report of historical financial information;


(c) 
previously published pro forma financial information reported on in accordance with 8.10; or

(d) 
profit forecast (published and reported on in terms of Section 8 or Section 13) for statement of comprehensive income purposes.
8.12
The unadjusted information of the subject matter is to be derived from the most recent:


(a)
published audited annual financial statements or published interim results;

(b)
profit forecast (published and reported on in terms of Section 8 or Section 13) for the statement of comprehensive income purposes;

(c)
unpublished financial statements provided that:

(i) the issuer is satisfied with the quality of the financial statements and a statement is included confirming this; 
(ii) shareholders are warned about the source of the information; and;
(iii) an audit opinion or review conclusion is obtained where the financial statements are included and used for purposes of pro forma financial effects in a circular relating to an acquisition from a related party.
8.13
The adjustments to align the accounting policies of the subject with that of the issuer must be disclosed. 
8.14
Where a pro forma statement of comprehensive income or cash flow statement is presented, the information of the issuer and the subject matter must cover similar periods of the same length. 
8.15
All adjustments must be:


(a)
clearly shown and explained;


(b)
directly attributable to the transaction concerned and not relating to future events or decisions;


(c)
factually supportable; 


(d)
supported by notes to explain the adjustments as well as inclusion of:


(i) 
any assumptions on which the adjustments are based;





 (ii)
the range of possible outcomes where there is significant





uncertainty;



 
(iii) 
the sources of the amounts concerned; 
(iv) where relevant, how adjustments have been aggregated; and
(e) for the statement of comprehensive income or cash flow statement, clearly identify adjustments that have a continuing effect on the issuer and those that do not. 
8.16 
Adjustments cannot be made or omitted on grounds that it does/does not have a continuing effect.

8.17
No adjustments may be made for post statement of financial position events except: 

(a)
as provided for in IFRS on Events After the Reporting Period; 


(b)
for the corporate action for which the pro forma financial information is being presented; 

(c)
for any previously published financial effects; and

(d)
if it would be misleading not to make an adjustment for the corporate action, and in such instance, details must be provided as to why the issuer believes it would be misleading not to make such adjustment.

8.18
Pro forma earnings and headline earnings per share information must be in compliance with IFRS and the definition of headline earnings. Where the transaction includes the issue of securities, the calculation must be based on the weighted average number of issued securities adjusted as if the issue had taken place at the beginning of the period. 
Profit forecasts and estimates 
General

8.19
The following provisions apply equally to forecasts or estimates of profits or losses, cash flows or net asset values (collectively defined as “profits or losses”) of an issuer or entity that is or will become a material part of an issuer’s group. 
8.20
Any statement/information on the prospects of an issuer, or an entity that is or will become a material part of an issuer’s group, must be clear and unambiguous. 

8.21 A profit forecast is a form of words which:

  (a) 
indicates a minimum or maximum figure for the likely level of profit/losses for the current financial period and/or future periods; or

(b)
states a number, percentage or range for the likely level of profits/losses for the current financial period and/or future periods; or contains data from which a calculation may be made. 

8.22
A profit estimate relates to a financial period ended for which no financial information has yet been published.

8.23
Future targets or objectives will not be interpreted as a profit forecast/estimate provided it does not relate to the current/next reporting period.

Assurance

8.24
For purposes of 8.21(b), the auditor must provide the appropriate assurance on a profit forecast/estimate included in a circular/PLS as to whether:


(a)
it has been accurately presented and compiled on the basis stated;


(b)
all material matters are adequately disclosed;


(c)
it is presented on a basis consistent with the accounting policies of the issuer/entity; and 

(d)
specifically for a forecast, all material assumptions are disclosed and are reasonable.
8.25
For purposes of 8.21(a) or where a profit forecast/estimate is included in an announcement or any communication with shareholders, it must either:


(a) be signed off by an auditor in terms of 8.24; or

(b) include a warning that it has not been reviewed and reported on by the issuer’s auditor.
The JSE reserves the right to request sign-off by the auditor in accordance with 8.24.
Specific Requirements

8.26
A profit forecast or estimate must: 

(a)    be the responsibility of directors and this fact must be stated;


(b)    be prepared in terms of IFRS;


(c)
refer to the relevant lines items in previously published financial statements;

(d)
be to the end of the financial period or alternatively must be for a period for which the results will be published;

(e)
must be compiled using accounting policies applied by the issuer; 

(f)
include the material assumptions which must:

(i) be segregated between assumptions that directors can influence and those that are exclusively outside the influence of the directors;

(ii) be readily understandable by investors; and
(iii) be specific about all aspects and the uncertainty attached to each aspect.
8.27
A profit estimate may only be subject to assumptions in exceptional circumstances and such assumptions must be explained.  
8.28
A dividend forecast must be treated as a profit forecast where the issuer has a policy of correlating dividends to earnings or the forecast implies a forecast of profit. 

Auditor’s reports
8.29
An auditor’s report must be:

(a)
addressed to the board of the issuer; and

(b)
dated on the same date the board authorises the issue of the announcement for publication or the PLS/circular is submitted to the  JSE for formal submission.
8.30
The auditor shall conduct the engagement in accordance with ISA and relevant guidance issued by the IRBA.

8.31 
A statement must be included in the PLS/circular that the auditor has given and not withdrawn its written consent to the issue of the PLS/circular, containing the auditor’s report. 
Contents of financial information 

Condensed financial statements, summary financial statements and interim results 
8.32
Condensed financial statements and summary financial statements must:


(a)
be prepared in accordance with the framework concepts and the measurement and recognition requirements of International Financial Reporting Standards, and for a South African company, the SA financial reporting requirements (as applicable); and

(b)
contain the information required by IAS 34: Interim Financial Reporting, and a statement confirming that it has been so prepared. 

8.33
Interim results must: 


(a)
be prepared in accordance with IAS 34: Interim Financial Reporting and for a South African company, the SA financial reporting requirements (as applicable) and a statement confirming that it has been so prepared;


(b)
disclose where there is a material change to the initial estimates of a contingent consideration payable or receivable in terms of an acquisition or disposal, as used in the pro forma financial effects calculations; 


(c)
for mineral companies, include summary information of any material changes to the information disclosed in compliance with 8.38(g) for the prior year/period ended, or an appropriate negative statement where there have been no material changes; and

(d)
for a property entity include the information in [13.36].

8.34
The condensed financial statements, summary financial statements and interim results must include: 


(a)
a statement confirming that the accounting policies are consistent with those of the previous annual financial statements, or include details of the changes; and


(b)
headline earnings and diluted headline earnings per share for the current reporting period and the immediately preceding comparable period, together with an itemised reconciliation between headline earnings and the earnings used in the calculation of earnings per share. 

Change of financial year

8.35
If a change in the financial year is proposed, the JSE must be notified by the applicant issuer and consulted as to the period or periods to be covered by the interim report.   
Minimum contents of annual financial statements 
8.36
The annual financial statements must be: 

(a)
consolidated;

(b)
prepared in accordance with the applicable national law; and

(c)
prepared in accordance with International Financial Reporting Standards and the SA financial reporting requirements where applicable (see Section 18 for dual/foreign listings).
8.37
The following must be disclosed in the annual financial statements: 


(a)    the statement referred to in [3.84(k)];




(b)   headline earnings per share and a diluted headline earnings per share   for the current and preceding financial year together with an itemised reconciliation between headline earnings and earnings; 

(c) 
directors’ interests, including directors who have resigned during the reporting period:


(i)
the aggregate direct and indirect beneficial interests of directors (and his/her associates) and the direct and indirect interest of each director’s holding in the share capital of the issuer, including the director’s holdings which are subject to security, guarantee, collateral or otherwise in terms of [3.63(b)(ix)]. All changes in interests occurring between the end of the financial year and the date of approval of the annual financial statements must be disclosed or alternatively, a negative statement; and 



(ii)
comparative figures for the previous year must be presented;

(d)
the interest of each major shareholder, other than a director, or alternatively, a negative statement;


(e) 
information on public shareholders (as defined in [4.25 to 4.27],  excluding [4.25(d))]: 
(i) the number of public securities holders for every class of listed securities; and

(ii) the percentages of each class of securities held by public and non-public shareholders;


(f)
for the issuer and its subsidiary companies’ share incentive schemes, summarised details and terms of options/awards in issue at the beginning of the financial period, cancelled or issued during the financial period and in issue at the end of the financial period, the number of securities that may be utilised for purposes of the scheme at the beginning of the financial period, changes in such number during the financial period and the number of securities available for utilisation for purposes of the scheme at the end of the financial period;


(g)
individual directors’ remuneration and benefits, including directors who have resigned during the reporting period, as itemised in [7.B.7] for the current and immediately preceding financial year;


(h)
material changes to initial estimates of a contingent consideration payable/ receivable, in terms of an acquisition or disposal, as used in any previously published pro forma financial effects;


(i)
details of all issues of securities made during the year, distinguishing between general and specific issues, and including, the number of securities issued, the issue price and, in the event of a specific issue to non-public shareholders, to whom they were issued; 


(j)
details of repurchases by an issuer/subsidiary of its own equity securities (in accordance with section 48 of the Act) during the period under review.


(i)
the total number of equity securities repurchased detailing the:

(1)
number repurchased by a subsidiary;


(2)
number reverted to authorised but unissued equity securities of the issuer in accordance with section 35(5) of the Act and distinguishing between the number acquired by the issuer from treasury shares; and


(3)   average price paid for the repurchased equity securities.

(k)
for a property entity, the information set out in [13.27];

(l)
for an investment trust entity, the information set out in [15.6];


(m)
any restrictive funding arrangements undertaken by an issuer and/or any of its subsidiaries including the following details:


(a)
the restriction(s) on specified events attaching to the funding arrangement;


(b)
the funding provider(s); and



 (c)   the amount of the funding.
The information in 8.37(a), (d), (e), (k), (l) and (m) can be presented outside of the information on which the auditor issues their audit opinion.

Additional content for annual reports

8.38
The following must be disclosed in the annual report:   

(a) application of the King Code:


(i)
the implementation of the King Code through the application of the King Code disclosure and application regime, which may be incorporated via a weblink; and


(ii)
a narrative on the non-binding advisory votes pursuant to [3.84(j)], dealing with (1) who the issuer engaged with and the manner and form of engagement and (2) the nature and steps taken to address objections;

(b) 
the information regarding trading statements in [3.4(b)(vi)]; 


(c)
the corporate governance information in [3.84(a) to (j)];

(d)
a narrative [7.F.6] dealing with compliance with the laws of establishment and the MOI of the issuer; 


(e)
material risks in terms of [7.F.7], which may be incorporated via a weblink.

(f)
if the results for the period differ by 10% or more from any forecast/ estimate previously published by the issuer for its own results or in the case of a property entity results published in terms of [13.12], an explanation of the difference must be provided;


(g)
for mining companies, the information in terms of [12.13];


(h)
the separate financial statements of the listed company for a South African company;

(i)
disclosure on the weighted voting share structure in terms of [4.46(b) – (f)], if applicable; and

(j)
the reason for the resignation/termination of auditor, if applicable.

Compliance with IFRS
8.39
The JSE and SAICA formed the Financial Reporting Investigations Panel (the “FRIP”) to consider complaints and advise the JSE in relation to compliance by issuers with IFRS and the JSE’s required accounting practices (in terms of the Requirements). The JSE may receive advice from the FRIP, as required by the JSE from time to time. 
8.40
Where the JSE finds that an issuer has not complied with IFRS and/or the JSE’s required accounting practices (in terms of the Requirements), the JSE will be able, in its sole discretion: 

(a)
to censure such issuer in accordance with the provisions contained in Section 1;


(b)
instruct such issuer to publish or re-issue any information the JSE deems appropriate; and/or


(c)
refer any such non-compliance to SAICA, the IRBA or any other relevant professional body.
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