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IFRS 2 WORKBOOK 

 

This workbook is divided into 4 parts to assist your study of IFRS 2 (share based payments).  These 

are briefly explained below. 

 

PART 1: 

Here we will be investigating the principles underlying both equity-settled and cash-settled share 

based payments.  In particular, the different types of conditions attached to the granting and issue 

of equity instruments are discussed and analysed.    

 

PART 2: 

Various types of modifications to equity-settled share based payments are discussed and 

analysed. 

 

PART 3:   

At this stage, students should be comfortable with share-based payment transactions within a 

single entity.  We will henceforth be discussing the accounting in the separate and the group 

financial statements for “inter-company” share based payments. 

Furthermore, we will be looking at the accounting for vested/unvested share based payments of a 

subsidiary that is acquired in a business combination. 

 

PART 4: 

In this short section we will briefly take a look at AC 503, which is the South African standard for 

share based transactions to acquire BEE credentials. 

 

This workbook has examples, questions and suggestions to facilitate your study of IFRS 2.  It is 

recommended that you use this workbook as a tool to get to grips with the relevant standard but 

understand that this workbook is not an adequate substitute for the standard. 
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PART 1 

Example 1:  Scope 

Company Z enters into a forward contract to buy raw materials at a price equal to the market value 

of 2 000 of its shares. 

Company Z can settle the transaction as follows: 

1. Settle net, ie. pay the difference between the market value of the shares and the market 

value of the raw materials. In other words does not take physical delivery of the goods. 

2. Settle in cash and take delivery of the raw materials. 

3. Settle by issuing shares and take delivery of the raw materials 

Question:   

Which of the above 3 options fall within the scope of IFRS 2? 

 

 

Example 2: Recognition and measurement of equity-settled transactions - basic principle 

Company A purchased inventory on 2 January to the value of R4 500.  However, as a result of cash 

flow difficulties, the supplier is willing to accept a cash payment of R4 000 if paid within 30 days.  

Company B also purchased inventory on 2 January to the value of R4 500, but agreed with the 

supplier that it will be paid in shares. 

 

You are required to: 

Prepare the journal entries that company A and company B should process with regard to the 

purchase of inventory. 

WHY? 

 

 

 

 

 

Company A Company B 
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Diagram 1:  Flow diagram illustrating the circumstances under which the equity-settled share 

based payment transaction cannot be measured at the fair value of the consideration received. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Example 3:  Unidentified goods/services (IG example 1) 

An entity granted shares with a total fair value of R100 000 to a non-profit organization as a means 

of enhancing its image as a good corporate citizen.  

The economic benefits derived from enhancing its corporate image could take a variety of forms, 

such as increasing its customer base, attracting or retaining employees, or improving or maintaining 

its ability to tender successfully for business contracts.   

 

You are required to: 

Prepare the journal entry required to recognise this transaction in the entity’s financial statements. 

 

NO 

NO 

YES 

YES 

YES 

Has the good/service (consideration for the shares) either 

been received or will it be received in the future? 

Can the consideration (good/service) be identified?  

IFRS 2 p 13A; B15A; IG example 1 

Can the fair value of the consideration (good/ 

service) be reliably measured? IFRS 2 p 11; B15B 

MEASUREMENT: 

At fair value of consideration (good/service) received 
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Now, we will focus on equity settled share based transactions with EMPLOYEES.  These transactions 

will either be settled with the issue of shares or the issue of share options.   

 

1. Can the consideration received from the employee be identified? 

 

a. Options for past service?  (IFRS 2 para 14)  

b. Options for future service?  (IFRS 2 para 15) 

 

2. Can the consideration received from the employee (the service) be reliably measured?  What is 

the consequence of this? (IFRS 2 para 11). 

 

 

 

Example 4:  Options issued for past services 

As part of a bonus scheme, entity X granted 100 share options to each of its 5 directors on 31 

December 20X4.  The options are exercisable for two years from the date of issue.  The directors 

were not required to perform additional services.  The fair value of the options on 31 December 

20X4 was R20 per option. 

The directors exercised their options during 20X5. 

 

You are required to: 

Prepare the journal entries required for the year ended 31 December 20X4. 
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Example 5:  Options issued for future services (adapted from IG example 1A, scenario 1) 

(IFRS 2 para 7, 9 and 15) 

On 1 January 20X0 entity A granted 100 share options to each of its 500 employees with an exercise 

price of R50 each.  The options can be exercised if the employees remain in service for at least three 

years after the grant date and are exercisable between three and five years from grant date (ie. from 

31 December 20X2 to 31 December 20X4).   

Additional information:   

The entity expects that all employees will continue their service to the company throughout the 

vesting period. 

Date Fair value of the options Fair value of the shares 

1 January 20X0 R15 R50 

31 December 20X0 R17 R56 

31 December 20X1 R18 R64 

31 December 20X2 R20 R73 

31 December 20X3 R29 R80 

 

You are required to: 

1. Prepare the journal entries required to recognise this transaction at 31 December 20X0, 

20X1 and 20X2. 

2. Prepare the journal entry required to recognise the exercise of the options assuming that all 

the options were exercised on 31 December 20X3.   

 

Solution: 

Part 1: 

  R R 

Dec 31, 
20X0 

 
DR Employee Expense 

 
250 000 

 

 CR Equity  250 000 

 Equity raised over the period that services are rendered:  100 
options x 500 employees x R15 x 1/3 years 

    

Dec 31, 
20X1 

 
DR Employee Expense 

 
250 000 

 

 CR Equity  250 000 

 (100 options x 500 employees x R15 x 2/3 years) – 250 000 

    

Dec 31, 
20X2 

 
DR Employee Expense 

 
250 000 

 

 CR Equity  250 000 

 (100 options x 500 employees x R15)  – 500 000 
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Part 2: 

Dec 31, 
20X3 

 
DR Bank 

 
2 500 000 

 

 CR Stated Capital  2 500 000 

 Receipt of exercise price on exercise of options:  
100 options x 500 employees x R50) 

 

Why is the value of the equity raised not adjusted to reflect the actual fair value of the shares? 

 

 

 

BEFORE VESTING DATE:  FORFEITURE OF EQUITY INSTRUMENTS (IFRS 2 para 20) 

Now that we have established how the SBP will be recognised and measured, I want you to think 

about the following questions? 

1. How would you account for a SBP transaction if the employee had not fulfilled his service 

conditions? 

2. WHY? 

 

 

 

 

 

In this event, it seems obvious that if you have not received the service from an employee, then 

surely he will not receive the consideration for the services (ie. the shares).  In essence there has 

been no transaction, and you should reverse any amounts initially recognised. 
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Example 6:  Accounting for resignation of employees BEFORE vesting date  

(Refer to scenario 2 of IG example 1A for an additional illustration of this principle) 

 

Using the information from example 5 above, assume that at 31 December 20X0, the entity 

expected all the employees to remain in service for the full vesting period.  However, on 30 June 

20X1, 5 employees resigned and the number of employees expected to remain in service for the 

remaining vesting period were 450 at 31 December 20X1.  Assume that by 31 December 20X2, a 

total of 35 employees had resigned.  Furthermore, the remaining 465 employees exercised their 

options on 31 December 20X2. 

 

You are required to: 

Prepare the journal entries required for the years ended 31 December 20X0, 20X1 and 20X2.  
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Please note:  Number of shares/share options that will be issued are estimated at the end of each 

period right up until the vesting date.  At vesting date, the total expense is based on the actual 

number of options or shares issued.  The process of continuously updating the expense to reflect the 

expected number of options or shares to be issued is called “Truing up”. 

 

RESIGNATIONS AFTER VESTING DATE (Refer to IFRS 2 para 23) 

What if the employee satisfies the service condition, but then leaves before the authorised exercise 

date? Or what if the same employee does not exercise the options because the options are “out-of-

the money”?  How would you account for the SBP transaction then?  

 

 

 

Example 7: Unexercised share options previously granted to employees 

Using the information from example 5 above, assume that all 500 employees waited until 31 

December 20X4 to exercise their options.  However, due to an unexpected turn in the market shortly 

before that date, the share price had dropped to R40 per share (i.e. the options were out-the-

money).  Consequently, the employees were no longer able to exercise their options as they expired 

on 31 December 20X4.   

You are required to: 

Prepare any journal entries required at 31 December 20X4.   

 

 

 

 

WHY (and is this in accordance with the conceptual framework)? 

It is critical to realise that the standard is focussed on the goods or services received!  Not on 

whether the shares were issued or not.  In other words, you should ask yourself whether the 

services/goods have been received.  If so, these goods and services must be recognised.  If shares 

were not issued as consideration for those services, in essence those services were received for 

“free” from potential shareholders (or rather employees that had been potential shareholders).  If a 

shareholder or potential shareholder gives the company anything for free, then this is a “transaction 

between owners” that must be reflected directly in “Equity” (is not presented through “other 

comprehensive income”).  
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Another way to understand the focus of the standard is to refer to the conceptual framework that 

states that Equity is a residual.  In other words, it is what is “left-over” once you have accounted for 

assets and liabilities.  An employee that has provided the entity with services, has added value to the 

company in one way or another and this benefit would ultimately be reflected as an increase in 

assets (even if this asset is the fact that cash has not decreased because the employee was not paid 

in cash for his services).  Consequently, an employee that has worked without receiving the 

consideration in shares has still worked and benefited the company.  The credit should therefore 

reflect this benefit (increase in equity).   

 Refer to IFRS 2 para 19 - 21A and to appendix A (definitions)

 

By “conditions” I mean the terms and conditions that need to be met before an entity will issue the 

share options or shares to employees.  In other words, it is IMPORTANT to realise that if any one of 

the conditions are NOT met then the share options or shares will NOT be issued to the employees. 

Diagram 3: Definition and identification of the various types of conditions (refer to IFRS 2 IG4A) 

 

 

 

 

Entity can CHOOSE 
whether to meet 
condition or not. 

Employee can 
CHOOSE whether to 
meet condition or not. 

The condition is not 
related to the entity 
or the employee. 

  Vesting condition 

Non- vesting 

condition 

Market condition 

(and service) 

Non-market condition 

(and service) 
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Examples of vesting conditions that are also performance conditions: 
Performance condition with inherent market condition:  Share price at the end of 3 years must be 

R100 or more.   

Here there is a service condition as the benefiting employees are expected to remain in service 

during the period in which the share price is being targeted.  There is also a market condition in that 

the share price of R100 must be reached by the end of the 3 years. 

 

Performance condition with inherent non-market condition:  Gross profit margin must have 

increased by 30% or more by the end of 3 years.   

Here there is a service condition as the benefiting employees are expected to remain in service 

during the period in which the particular gross profit margin is being targeted.  There is also a non-

market condition in that the gross profit margin increase of 30% must have been reached by the end 

of the 3 years. 

 

Example of a non-vesting condition: 
For a manufacturer of jewellery:  The benchmark price of gold must not exceed $300 per ounce. 

 

Incorporating the outcomes of the prescribed terms and conditions into the accounting for 

equity-settled share based transactions (IFRS 1 para 19) 

There are two ways in which to account for outcome of the prescribed conditions attached to the 

share based payment, as follows: 

1. Include the probability of it being met as part of the grant date fair value and  do not worry 

about it again, or 

2. Change the estimation of expected number of shares; vesting period or exercise price on a 

continual basis so that total accounting reflects the transaction as it actually happened.  
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Diagram 4: Flow chart showing the various types of conditions and how the outcomes of these 

conditions are incorporated into the accounting for equity-settled share based transactions. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

If the employee provides the service for the full vesting period, then it has provided the 

consideration for the shares and the transaction MUST be accounted for, regardless of whether or 

not the market related performance conditions or the non-vesting conditions were met.   

SELF STUDY:  PLEASE REVIEW IG EXAMPLES 2 to 6.  I have adapted IG examples 2, 3 and 5 below, 

but it is nevertheless essential that you also revise the examples in the standard.  We will not go 

through all of them due to time constraints. 

NON- VESTING CONDITIONS VESTING CONDITIONS 

SERVICE PERFORMANCE 

NON-MARKET MARKET 

Changes in expected outcome of 

these conditions are considered at 

the end of each period and 

recognised as changes in estimates 

during the vesting period. 

Changes in expected outcome of 

these conditions are NOT 

considered after grant date because 

of their inclusion in the grant date 

FV of the equity instrument. 

NOT part of the inputs into the 

calculation of the fair value of the 

equity instruments at grant date.  

Expected probabilities of conditions 

being met are part of the inputs 

into the calculation of the fair value 

of the equity instruments at grant 

date.  

Actual outcome is recognised at 

vesting date. 

Service received is recognised at 

vesting date regardless of whether 

share options/shares are actually 

issued or not. 
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Example 8: Grant with non-market performance condition, where number of share options 

granted varies (refer to IG example 3) 

Co. A grants share options to each of its 100 sales employees on the condition that they remain in 

the co. for 3 years and the volume of sales of a certain product increases by an average of more than 

5% each year.  The fair value of the options at grant date is R20 per option. 

 
The following schedule is used to determine the number of share options issued: 

Sales targets Number of share 
options granted 

5-10% 100 

10-15% 200 

>15% 300 

 

The following table depicts the expectations of the company regarding the outcome of the 

performance condition (refer to IFRS 2 para 20).  

 Non-market condition Service condition 

 Estimated average 
sales for 3 year period 

Expected resignations 
during vesting period 

End of Year 1 10-15% 20 employees 

End of Year 2 >15% 15 employees 

End of Year 3 Actual = 16% Actual resignations = 14 

 

You are required to: 

Prepare journal entries required at the end of Year 1, Year 2 and Year 3 to account for the share 

based transaction 

 

Solution 

YR 1 

DR EMPLOYEE EXPENSE   R106 667 

      CR EQUITY   R106 667 

(200 options x 80 employees x R20 x 1/3 years) 

 

YR 2 

DR EMPLOYEE EXPENSE   R233 333 

      CR EQUITY   R233 333 

(300 options x 85 employees x R20 x 2/3 years) – amount expensed in prior year 
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YR 3 

DR EMPLOYEE EXPENSE   R176 000 

      CR EQUITY   R176 000 

(300 options x 86 employees x R20 x 3/3 years) – amount expensed in previous years 

 

What journal entry would be processed in year 3 if the actual total average sales of the product was 

in fact only 4%? 

 

 

 

 

Example 9: Grant with market performance condition  

(refer to IG13 and IG example 5 for more detail) 

 

Company A  grants 10 000 share options to Mr Exec on condition that he remains with the company 

for 3 years and provided the company’s share price increases to over R65 per share by the end of 

year 3.  The share price at grant date was R50.  The fair value of the share options at grant date is 

R24 per share.    

Company A expects Mr Exec to remain in the service of the company for 3 years.  Furthermore, 

company A has the following expectations with respect to the share price, over the three years. 

 Market condition 

 Estimated share price 
at the end of Year 3 

End of Year 1 R70 

End of Year 2 R60 

End of Year 3 Actual = R62 

 

You are required to: 

1. Indicate whether or not the share options would be issued to Mr Exec at the end of the 

vesting period 

2. Prepare journal entries required at the end of Year 1, Year 2 and Year 3 to account for the 

share based transaction 

 

  



Page 14 of 22 
 

Solution: 

1.   

 

 

2. 

YR 1 

DR EMPLOYEE EXPENSE   R80 000 

      CR EQUITY   R80 000 

(10 000 options x R24 x 1/3 years) 

YR 2 

DR EMPLOYEE EXPENSE   R80 000 

      CR EQUITY   R80 000 

(10 000 options x R24 x 2/3 years) – amount expensed in prior years 

 

YR 3 

DR EMPLOYEE EXPENSE   R80 000 

      CR EQUITY    R80 000 

(10 000 options x R24 x 3/3 years) – amount expensed in previous years 

 

If the condition for the share options was a non-vesting condition, the probability of the condition 

being met, would similarly be accounted for as part of the grant date fair value.  Thereafter, the 

accounting of the share based payment will depend only on whether the vesting conditions (service 

and /or non-market vesting conditions) are met. 

 

Example 10: Grant with non-market performance condition, where the length of the vesting 

period varies (refer to IG example 2) 

An entity grants 100 share options to each of its 500 employees.  The vesting date is conditional on 

the earnings levels reached.   The fair value of the share options at grant date is R30.   

 
The following schedule is used to determine the date at which the share options could vest with the 

employees: 

Earnings level Vesting date 

 If >18% in year 1 End of year 1 

If >13% average for year 1 and 2 End of year 2 

If >10% average for years 1 to 3 End of year 3 



Page 15 of 22 
 

The following table depicts the actual events over the three year period:  

 Non-market condition Service condition 

 Earnings level reached Resignations 

End of Year 1 Actual: 14%  
Expected average of 14% in year 2 

Actual: 30 employees 
Expected: 60 employees (cumulative) 

End of Year 2 Actual: 10% (ave < 13%) 
Expected average of >10% for years 1 to 3 

Actual: 58 employees (cumulative) 
Expected: 83 employees (cumulative) 

End of Year 3 Actual average over 3 years = 10.67% Actual resignations = 81 (cumulative) 

 

You are required to: 

1. Prepare journal entries required at the end of Year 1, Year 2 and Year 3 to account for the share 

based transaction 

2. If the actual average over the 3 year period was 9%, what would the journal entry be at the end 

of year 3 
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Example 11:  Grant with market condition, in which the length of the vesting period varies (IG 

example 6 provides an additional example) 

 

Assume the exact same scenario as example 10 above, except that the performance condition 

relates to the growth in share price (ie. a market condition) during the 3 year period.   

The entity estimated the fair value of the share options at grant date to be R25 per share after 
accounting for the effect of the market condition.   
Assume that the entity applied a binomial option pricing model to calculate the fair value of the 
options at grant date.  In this model, the entity included the probability of the targeted growth in the 
share price being reached in any one of the three years as well as it not being reached at all.   
From the option pricing model, the entity determined that the most likely outcome of the market 
condition is that the share price target will be achieved at the end of year 2. 
 
You are required to: 

1. Prepare journal entries required at the end of Year 1, Year 2 and Year 3 to account for the share 

based transaction 

2. If the actual growth in share price over the 3 year period was 9%, what would the journal entry 

be at the end of year 3 

Compare the accounting treatment for a share based payment when the performance condition is a 
non-market condition and when it is a market condition. 
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It might seem “out of place” to discuss the fair value of equity instruments at this late stage.  
However, it is only now that you will have a better understanding of the conditions that are “inputs” 
into the calculation of the fair value of equity instruments. 
Recall that the equity instruments granted are normally shares or share options. 
 
In terms of IFRS 2 appendix B2, the fair value of shares is the market price of the entity’s shares 
adjusted to take into account any non-vesting conditions or market conditions.   
 
Employee share options however are not normally traded in the market, due to the very specific 
employee conditions attached.  As such, a valuation technique is often needed in order to determine 
the fair value of the options.  The Black-Scholes model is limited in that it cannot be used to 
accurately value American call options (i.e. options exercisable over a period of time).  It is also 
limited in its ability to value options with certain performance conditions (particularly where the 
vesting period could change). 
A better model to use (although more complex and time-consuming) is the binomial option pricing 
model.  This model is able to assess the probability of a variety of outcomes at a range of future 
dates (i.e. determine the possible future cash flows).  Essentially, the range of possible outcomes 
(potential future cash flows /anticipated intrinsic values) is discounted at a risk-free interest rate to 
determine the fair value of the options.  
 
In determining the probability and measurement of anticipated future cash flows, all option pricing 
models must take into account, as a minimum, the following factors (refer IFRS 2 B6): 
 

 the exercise price of the option; 

 the life of the option; 

 the current price of the underlying shares; 

 the expected volatility of the share price; 

 the dividends expected on the shares (if appropriate); and 

 the risk-free interest rate for the life of the option. 
 
In addition, non-vesting conditions as well as market conditions would be included in the model. 
 
 
 
 
 
 
 
 
 
In short, the fair value of an option comprises two components:  time value + intrinsic value (cash 

flow). 

FAIR VALUE Expected 
cash flow 

Expected 
cash flow 

Expected 
cash flow 
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      If the grant date FV of the equity instruments cannot be reliably measured, the standard 

proposes the use of the “intrinsic value” method to recognise the employee expense (IFRS 2 para 24 

& 25).  This method is similar to the cash-settled approach.  This will not be discussed in class.  

However you should make yourself familiar with this treatment by reviewing IG example 10.  Review 

this only after you have understood the accounting treatment of cash-settled share based 

transactions. 

 

To review at home: 

AT THIS POINT IN THE LECTURES YOU SHOULD HAVE GAINED THE FOLLOWING UNDERSTANDING 

1. In your own words, describe the objective and the underlying principle governing the 

accounting for share based transactions. 

2. Explain why the fair value of goods and services are used in certain circumstances and the 

fair value of the equity instruments are used at other times for measuring the transaction. 

3. Determine at which date the share based transaction should be recognised 

4. Explain what is meant by a vesting and a non-vesting conditions and how the standard 

defines a performance condition. 

5. Explain with reasons how the fulfilment of the various conditions is treated when accounting 

for equity-settled share based payments. 

6. Briefly explain how equity instruments are valued for the purposes of IFRS 2. 
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1. What is meant by a cash-settled share based payment? 

2. Should this be recognised as equity or as a liability, and why? 

3. How should the transaction be measured initially and subsequently? 

4. Give an example of an instrument that is settled in cash, but is linked to the share price.  

 

Example 12:  Treatment of cash settled SBP (adapted from IG example 12) 

Co A grants 100 share appreciation rights (SARs) to each of their 500 employees on condition that 

they remain in service for 3 years. 

 

Expected no. 

employees 

No. SARs exercised at 

yr end 

Fair value 

of SARs 

Intrinsic value 

of SARs 

Yr 1 405 

 

R 14.40 

 Yr 2 400 

 

R 15.50 

 Yr 3 403 150 R 18.20 R 15.00 

Yr 4 

 

140 R 21.40 R 20.00 

Yr 5 

 

113 

 

R 25.00 

 

Why is the intrinsic value different to the fair value of the share appreciation rights? 

When will the intrinsic value and the fair value be the same? 

YR 1 

DR EMPLOYEE EXPENSE    R194 400 

      CR LIABILITY    R194 400 

(100 SARs x 405 employees x R14.40 x 1/3 years) 

 

 

YR 2 

DR EMPLOYEE EXPENSE    R218 933 

      CR LIABILITY    R218 933  

(100 SARs x 400 employees x R15.50 x 2/3 years) – amount expensed in prior year 

 

 

YR 3 

DR EMPLOYEE EXPENSE    R320 127 

      CR LIABILITY    R320 127 

(100 SARs x 403 employees x R18.20) – amount expensed in previous years 
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DR LIABILITY                      R273 000 

   CR EMPLOYEE EXPENSE              R48 000 

   CR BANK                R225 000 

(Liability settled at intrinsic value: 100 SARs x 150 employees x R15.00) 

 

1. Why is the liability settled at the intrinsic value and not at fair value? 

2. How would the cash-settled SBP transaction be accounted for if the terms and conditions for 

settlement of the cash were not met?  Contrast this with equity-settled SBPs. 
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1. What is a cash alternative? 

2. How should a cash alternative in which the entity has the choice to issue either cash or 

equity instruments be recognised?  WHY? 

3. How should a cash alternative in which the counterparty has the choice to issue either cash 

or equity instruments be recognised?  WHY? 

 

Example 13:  Treatment of cash alternative where counterparty has a choice of payment (adapted 

from IG example 13) 

Co. A grants an employee the right to receive either 1 000 phantom shares or 1 200 shares on 

condition that he provides 3 years of service. 

Should the employee choose the shares (i.e the share alternative), the shares must be held for three 
years after vesting date. 
 
The table below depicts the share prices throughout the vesting period: 
 

  Share price 

Grant date R 50 

end Yr 1 R 52 

end Yr 2 R 55 

end Yr 3 R 60 

 

The grant date FV of the shares was R48 per share. 

 

You are required to: 

1. Prepare the journal entries to recognise the above mentioned transaction and assuming 

that: 

i. The cash alternative is chosen at vesting date 

ii. The share alternative is chosen at vesting date 
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Solution 

JOURNAL ENTRIES 

YR 1 

DR EMPLOYEE EXPENSE   R19 866 

       CR LIABILITY   R17 333 

 CR EQUITY     R2 533 

(Liability = R52 x 1 000 phantom shares x 1/3; Equity = R7 600 x 1/3) 

YR 2 

DR EMPLOYEE EXPENSE   R21 866 

      CR LIABILITY    R19 333  

 CR EQUITY     R2 533 

(Liability = R55 x 1 000 phantom shares x 2/3 – prior liability; Equity = R7 600 x 1/3) 

YR 3 

DR EMPLOYEE EXPENSE   R25 867 

       CR LIABILITY     R23 334 

 CR EQUITY      R2 534 

(Liability = R60 x 1 000 phantom shares – prior liability; Equity = R7 600 x 1/3) 

 

i. Additional journals if cash alternative was selected: 

 

DR LIABILITY   R60 000 

   CR Bank            R60 000 

NO CHANGE TO EQUITY PARA 40 :  this follows the same underlying principle in that if the services 

were received, but options were not issued, the equity component would still exist in the form of 

“free services” received. 

 

 

ii. Additional journals if share alternative was selected: 

DR LIABILITY R60 000 

CR EQUITY          R60 000 

TRANSFER OF FV OF LIABILITY TO EQUITY; PARA 39 – seen as part of consideration paid for equity) 

1. Why could the FV of the shares at grant date be different to the share price at grant date? 

2. What is the logic behind deducting the value of the liability from the FV of the shares at grant 

date in order to determine the value of the equity component? 


