“Annex L”

( SRC Rule 68 ) 

Form of Statement(s) of Income and Retained Earnings

If applicable, and except as otherwise permitted by the Commission, the various line items and disclosures should appear on the face of the income statements. 

The statements of income and retained earnings may be combined to form one statement.  When the number of changes in retained earnings during the period or periods covered so warrant, a separate statement of retained earnings should be prepared.

I.
Net sales and gross revenues - State separately

A.
Net sales (gross sales less discounts, returns and allowances) and separately, other   revenues  which  may include such items as royalties, rents and sales of services.  If income is derived from more than one of the general profit directed activities such as (1) selling products, (2) rendering services and permitting others to use enterprise resources and  (3) disposing of resources other than products, each class which is not more than 10% of the sum of the items may be combined with another class.  If these items are combined, related costs and expenses shall be combined in the same manner.

II.
Cost of Sales or Cost of Goods Sold/Cost and Expenses Applicable to Revenues


State separately the amount of:

A.
Cost of good sold

B.
Expenses applicable to rental income

C.
Cost of services

D.
Expenses applicable to other revenues.  Amounts of cost and expenses incurred from transactions with related parties shall also be disclosed.  (See Part I-(b)(13), Definitions)

III.
Other Operating Costs and Expenses - State separately any material amounts not included under caption II above.

IV.
Selling, General and Administrative Expenses      
A.
Show separately material items.

B.
Show separately provision for doubtful accounts and notes.

C.
Disclose the amount of depreciation.

V.
Other Income (Charges)


A.
Dividends - State separately, if practicable, the amount of dividends from:

1.
Securities of affiliates and unconsolidated subsidiaries,

2. 
Marketable securities, and

3.
Other securities

B.
Equity in earnings (losses) of unconsolidated subsidiaries and investees - The investors' share of earnings or losses of unconsolidated subsidiaries and investees should ordinarily be shown as a single amount.

C.
Interest Income on Securities - State separately, if practicable, the amount of interest from:



1.
Securities of affiliates and unconsolidated subsidiaries,



2.
Marketable securities and



3.
Other securities

D.
Gain (loss) on Securities - If gain or loss on disposal of securities are shown separately, state gains, net of losses or vice versa and disclose the method followed in determining the cost of securities sold, e.g., "Average Cost", "First-In" First-Out" or "Specific Identification Method."

E.
Interest expense and amortization of debt discount and expenses.  State separately

1.
Interest on bonds, mortgages and other similar long-term debt;

2.
Amortization of debt discount, expense or premium and;

3.
Other interest.

F.
Miscellaneous - State separately any material amounts of miscellaneous other income or deductions, indicating clearly the nature of the transactions out of which the items arose.  Miscellaneous other income may be stated net of miscellaneous income deductions or vice versa, provided that any material amounts are set forth separately.

VI.
Income before Income Tax and appropriate items, such as those mentioned below - The amount of income or loss before income tax should be shown.

VII.
Provision for Income Tax - include under this caption only taxes based on income.

VIII.
Income or Loss Before Extraordinary Items - Show this caption if there are extraordinary items.  This caption should be expanded as appropriate to indicate that other items that follow such as disposal of a business or changes in accounting principles are excluded.

IX.
Minority Interest in Income of Consolidated Subsidiaries - The minority interest in the profits or losses of consolidated subsidiaries should be shown separately in the consolidated income statement.

X.
Disposal of Segment of a Business -


The results of continuing operations should be reported separately from discontinued operations and any gain or loss from disposal of a segment of a business determined in accordance with generally accepted accounting principles should be reported separately in conjunction with the related results of discontinued operations and not as an extraordinary item.


Amounts of income taxes applicable to the results of discontinued operations and the gain or loss from disposal of the segment should be disclosed on the face of the income statement or in related notes.  Revenues applicable to the discontinued operations should be separately disclosed in the related notes.

XI.
Extraordinary Items, less applicable tax

XII.
Cumulative Effects of Changes in Accounting Principles - State separately the cumulative effects (up to date of immediately preceding statements filed with the Commission) of applicable changes in accounting principles and disclose the applicable income tax.

XIII.
Net Income or Loss - The amount of net income or loss should be clearly indicated.

XIV.
Retained Earnings

A.
Show the balance of retained earnings at beginning of period.  Disclose and explain any difference between opening balance of retained earnings and balance previously reported including, in the case of retroactive changes in accounting principles, practices and methods, and prior years' adjustments, the amount of applicable income tax.

B.
Disclose changes in both appropriated and unappropriated retained earnings.  State separately any other additions to or deductions from retained earnings, indicating clearly the nature of the transaction out of which the items arose.


If few in number, the changes may be presented in the balance sheet.  Otherwise, they may be clearly shown in a separate statement of retained earnings or in a combined statement of income and retained earnings.

C.
Appropriations of Retained Earnings - An enterprise may be required under law or contractual arrangements to set aside a portion of its retained earnings for specified purposes or the Board of Directors of an enterprise may voluntarily designate a portion of retained earnings for future expenses, contingencies or other purposes.


Unless these appropriations represent incurred costs, in which case they should be charged to income, they should not be reflected as liabilities.  They may, however, be reflected as separate amounts in the equity section of the balance sheet or otherwise disclosed.  Provisions of this nature should not be charged to income nor should expenses or losses ever be charged to them.  If reflected in a separate account, they should be reversed directly to retained earnings when no longer required or needed.

D.
A deficit in retained earnings should not be presented as an asset.


When the deficit exceeds the total of the other capital account balances, the caption "Capital Deficiency" is used, instead of "Stockholders Equity" in the main heading of the liability side of the balance sheet.

E.
Prior-Period Adjustments .

F.
For dividends declared during the period, state for each class of shares, the amount of dividends per share and in the aggregate and the nature of payment.  Segregate dividends by type, and show basis for determining amounts of any non-cash dividends.

G.
For stock dividends, disclose the rate, the amount capitalized and the basis of the amount capitalized.

H.
Stock dividends declared or proposed increases in authorized capital stock which are effected after the balance sheet date upon approval by the Commission of the proposed increase in authorized capital but before the release of the financial statements may be shown as part of issued capital.  In such case, a note to the financial statements should disclose that the declaration has been reflected.

I.
The balance of retained earnings at the end of the period should agree with the related balance sheet caption.

XV.
Earnings Per Share - Indicate per share data on the face of the income statement.
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