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6 September 2010
International Accounting Standards Board

30 Cannon Street

London EC4M 6XH

United Kingdom
Exposure Draft FSP – Presentation of Items of Other Comprehensive Income, 
Proposed amendments to IAS 1
Dear Sir / Madam,

SwissHoldings, the Swiss Federation of Industrial and Services Groups in Switzerland, represents 47 Swiss groups, including most of the country’s major industrial and commercial enterprises. We very much welcome the opportunity to comment on the above-mentioned Exposure Draft issued. Our response below has been prepared in conjunction with our member companies. We outline some general comments below and answer the specific questions of the ED in the appendix to this letter. 

GENERAL COMMENTS

We do not believe that the IASB and FASB (the Boards) initiative to review the presentation of financial statements to eliminate the option to present a statement of profit or loss and a separate statement of other comprehensive income is appropriate. The vast majority of our member companies strongly reject the proposal to mandate a single statement of comprehensive income.  If an entity currently chooses the option to present a profit or loss statement and a statement of Other Comprehensive Income for the period in two separate statements, these statements have to be presented immediately one after the other, giving equal  prominence the all non-owner changes in equity. Therefore we fail to see why and how presenting one statement could improve comparability. We also believe that before merging the two statements a proper debate should take place about the notion of performance. Without such a debate, the proposed change does not result in any change or improvement of financial reporting as explained in the alternative view of Mr. J. Engström (paragraph AV3), which we support. 

However we agree with the proposal to improve the guidance on the Presentation of items of Other Comprehensive Income in view of the importance of this statement in other IASB projects such as Post-employment benefits and Financial Instruments. We support the proposal to present separately Items of Other Comprehensive Income that are reclassified to profit or loss and those that are not reclassified but we believe that such a change could be made within the annual improvement process.  
In the annexe below, we further develop our views in our answers to your specific questions in invitation to comment.
We would like to thank you very much for your attention. 

Yours sincerely,

SwissHoldings

Federation of Industrial and Service Groups in Switzerland
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	Dr. Gottlieb A. Keller

Current Chair of SwissHoldings,

(General Counsel Roche Holding AG)
	Dr. Peter Baumgartner

Chair Executive Committee


cc
SH Board

Annexe
ANNEXE 

ANSWERS TO SPECIFIC QUESTIONS IN invitation to comment
Question 1
The Board proposes to change the title of the statement of comprehensive income to ‘Statement of profit or loss and other comprehensive income’ when referred to in IFRSs and its other publications. 

Do you agree? Why or why not? What alternative do you propose?

The option to present a single performance statement was introduced by the revised IAS 1 issued in 2007. For the few companies that have chosen this option we believe that the proposal to change the title of “statement showing all non-owners changes in equity” to “Statement of profit or loss and other comprehensive income” makes a lot of sense. This title gives a clearer message about the content of the statement which is important in particular in the light of the increasing use of items of other comprehensive income in other projects such as Pensions and Financial instruments.
Nonetheless, we highly appreciate the Boards decision to retain the alternative to use another title instead, since this provides the flexibility to the preparers to express their individual (management’s) view.

Question 2 
The proposals would require entities to present a statement of profit or loss and other comprehensive income with two sections— profit or loss and items of other comprehensive income. The Board believes this will provide more consistency in presentation and make financial statements more comparable. 

Do you agree? Why or why not? What alternative do you propose? 

We disagree with the proposal to mandate a single statement even with two distinct sections.

The fundamental discussions on performance reporting were initiated a few years ago by the Board and did not lead to a clear conclusion on the notion of performance. However, we believe, that the fundamental discussion on performance is very important and should take place before such a change is made which could potentially prejudice the outcome of the discussion. The Board acknowledged in the deliberations of the Pension project that the nature of items included in other comprehensive income was conceptually different from the nature of items included in profit or loss, and that they had different predicative values. For this reason, we believe that the distinction between profit or loss and OCI is much clearer when they are presented in two separate statements.

In BC14 it is stated that „There was overwhelming support from users for presenting profit or loss and OCI in the same statement“. SwissHoldings has considerable difficulty in accepting this assertion. 

As a starting-point we take the regular, day-to-day contacts which our member companies have with users following them. We have absolutely no evidence of any strong pressure in this direction amongst these analysts and investors. It appears to us that the Board may again be focusing on the input of some “representative” bodies without properly checking that the users so “represented” actually hold the views expressed.

In contrast, we would like to point to other user input which seems to us to reflect far more correctly the views our member companies hear from their investors and analysts. Here, the opinions articulated by the Corporate Reporting Users Forum (CRUF) represent those views much more closely. Below we cite instances in CRUF submissions which unambiguously point to an absence of overwhelming support:

Letter on “Performance Reporting” to the chairmen of the IASB and FASB, October 23, 2007

“We are indifferent [emphasis added] whether there is a single performance statement or whether performance elements are divided between two statements … We are able to work successfully with either approach. However, whichever approach is adopted, we do need the data to be consistently presented and easily identified from year to year and across companies, so that it does not necessitate a time consuming exercise to pull pieces together….”

Letter on “Financial Statement Presentation” to the IASB, May 2009

“Given that the Discussion Paper has acknowledged the clear user demand for a Net Income subtotal, and that the proposed format makes this important subtotal easy to identify, we are not concerned by the absence of a page break or not….”

Indeed, we also have other evidence that many European investors and analysts are decidedly against the proposal. Until the Board has made much more progress on defining a meaningful and practically useful notion of performance, and thus on clarifying the criteria for differentiating profit or loss and OCI and on recycling, such a move is regarded by many as pointless.

We fail therefore to understand the Board’s statement in BC35 that comparability will be improving with the elimination of the option of two statements because information about the items of profit or loss and OCI is equally and prominently available with two statements. 
Question 3
The exposure draft proposes to require entities to present items of other comprehensive income (OCI) that will be reclassified to profit or loss (recycled) in subsequent periods upon de-recognition separately from items of OCI that will not be reclassified to profit or loss. 

Do you support this approach? Why or why not? What alternative do you propose, and why?

We believe that the classification into the components of OCI that will or will not be reclassified to profit or loss makes the different accounting treatment apparent at a glance and more understandable to the users and improves the users understanding of the interrelation between OCI and profit or loss, since it discloses possible future effects on profit or loss separately.
Question 4
The exposure draft also proposes to require that income tax on items presented in OCI should be allocated between items that might be subsequently reclassified to profit or loss and those that will not be reclassified subsequently to profit or loss, if the items in OCI are presented before tax. 

Do you support this proposal? Why or why not? What alternative do you propose and why?

For entities which choose to present the items in OCI before tax, the proposal to allocate income tax separately in the two categories of items that might be subsequently or might not be reclassified to profit or loss makes sense. 
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