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IASB

International Accounting Standards Board

30 Cannon Street

London, EC4M 6XH

United Kingdom

17 September 2010
Dear Sir/Madam, 

Re:
ED on Presentation of Items of Other Comprehensive Income
BUSINESSEUROPE welcomes the opportunity to comment on the Exposure Draft on Presentation of Items of Other Comprehensive Income.

BUSINESSEUROPE does not support the key proposed amendments to IAS 1. The total provided by the statement of comprehensive income (or, as proposed, the statement of profit and loss and other comprehensive income) simply represents the movement in net assets other than transactions with owners. The IFRS Framework gives primacy to the balance sheet which is derived using the recognition and measurement requirements for individual assets and liabilities. The consequential total movement in net assets is meaningless in terms of showing the performance of the entity for the period. Indeed the exposure draft accepts the need for a clear distinction between OCI and the income statement, as in paragraph BC19. We believe that requiring a single statement is only going to add confusion and cost, not least by driving a further wedge between internal and external reporting, because adjustments will need to be made to exclude items of other comprehensive income before proper communication can take place.
In our response to the earlier Discussion Paper (DP) on the “parent project” Financial Statement Presentation, we considered that reporting on performance should be the key objective for the project. We also pointed out that the DP seemed to be more concerned with the removal of options, rather than demonstrating the need for a single statement; we cannot see any additional supporting arguments in this ED.

In terms of the cost/benefit considerations put forward by the Board (paragraph BC33), we believe that items (a)-(c) and (e) are likely to be minimal but the change will be at the detriment of economic decision-making (item (d)).  
We would also point out that (b), (c) and (d) can be achieved without mandating one single statement. We are not aware that the option to present a single statement has been widely adopted, and therefore it is difficult to argue that the change will significantly improve comparability and consistency. If the Board wishes to reduce options, then we would suggest that it is more logical in the light of current practice to eliminate the single statement option. 

We agree with the Board that a fundamental review of what represents performance is necessary, and the Board will be aware of work we have carried out on that issue; the review should include recycling. The “bottom line” of the current income statement is of course only a starting point for communication and analysis, but we see no logic behind adding more complexity by having to make adjustments and explain these before even arriving at that starting point. In this respect we support the alternative view of Mr Engström as expressed in paragraphs AV1-AV5. However, the fundamental review should be undertaken without any pre-supposed aim other than to decide what should and should not be part of performance (profit and loss), therefore we would not agree with his view set out in paragraph AV6.

We do not agree with the supposed benefits for users in paragraph 35. Items (c) and (d) can be achieved without a single statement while if (b) is important then why remove the option that the majority of entities use? 
As for (a) it is difficult to believe that this is really seen as a benefit by users in terms of somehow providing them with more decision useful information. In this context, we would question the assertion in the Basis for Conclusions (paragraph BC14) that “There was overwhelming support from users for presenting profit and loss and OCI in the same statement.” According to our understanding it is based on a single response claiming to represent a large number of users on the basis of membership numbers but actually based on the view of only a very small number of survey respondents. On the other hand, based on their complete consistency with the views expressed by the investors and analysts with whom our member companies are in regular, day-to-day contact, we believe the opinions articulated by the Corporate Reporting Users Forum (CRUF) are more representative of users. 
In their October 2007 letter on “Performance Reporting” to the chairmen of the IASB and the FASB, CRUF stated they were indifferent whether there is a single statement or two statements. They were able to work successfully with either approach. We consider that indifference means neither approval nor overwhelming support. This view was repeated in CRUF’s comment letter to the IASB on the Discussion Paper on Financial Statement Presentation in May 2009. 

Furthermore, based on the numerous inputs from users we have received, it is our opinion that users seek consistency in the reporting format rather than constant fine-tuning. We believe that consistency should take precedence over Board's wish to push its Financial Statement Presentation Project through the due process in tiny bits.

Despite the Board’s protestations (paragraph BC20) we are concerned that, once a requirement for a single statement is established, the delineation between profit and loss and OCI will be removed in the longer term on the grounds that all the information is already being displayed together anyway. This concern is particularly relevant given that there is nothing in the exposure draft to warrant the change to one statement in terms of what the IASB says it is aiming at, such as greater clarity of the items in the OCI and the interaction with other standards.
Should you wish to comment on the above further, please do not hesitate to contact us.

Yours sincerely,

Jérôme P. Chauvin

Director 

Legal Affairs Department
Internal Market Department

Appendix to BUSINESSEUROPE letter on IASB exposure draft on Presentation of Items of Other Comprehensive Income 

Question 1 – Statement of profit or loss and other comprehensive income (title) 
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? 

We do not agree with a requirement for a single statement and do not find the term “comprehensive income” meaningful, because it simply represents the movement in net assets other than transactions with owners.  

However, we do support the proposed change of title for a single statement prepared in accordance with current IAS paragraph 81(a) and for the second statement prepared in accordance with paragraph 81(b) because it provides more clarity as to the content of the respective statement. We recommend that this change is made consistently throughout the IASB’s literature. We also support the continuation of the facility for each entity to be able to choose to use different titles for its financial statements.

Question 2 – Statement of profit or loss and other comprehensive income (single statement) 
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 refer to our reasons in the introduction to this response as to why entities should continue to have a choice to report using a single statement or two statements. In each case two sections should continue to be required (in the single statement or in the second statement). However, if the Board wishes to reduce options, then we would suggest that it is more logical to eliminate the single statement option which we do not believe has been widely adopted. 

Question 3 – Presentation of other comprehensive income (disaggregation) 
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 derecognition 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?

In our response to the DP, we did not support the allocation of income taxes to individual items of other comprehensive income and therefore we are unconvinced that it is useful to add more complexity to the statement by separately classifying items that will be recycled from those that will not. Firstly, those items within the recycling “bucket” can also vary significantly in nature because, for example, recycling can take place as part of trading transactions or on disposals of entities.

We would expect that, if anything, it is accumulated other comprehensive income for some items that is of interest, i.e. potential amounts that can be reclassified to income in future, rather than individual movements for the period. If necessary therefore, a change should instead be made to the disclosures of accumulated OCI (in the notes supporting the balance sheet amounts).  

We also note that in paragraph 82A of the amended IAS 1, the share of OCI of equity-accounted investments is required to be shown as a separate component from those that will be recycled and those that will not be. This is logical as it may contain both elements, however in the Illustrative statements (paragraph IG5) it is grouped with those that may be recycled.

Question 4 – Presentation of other comprehensive income (income tax) 
The exposure draft also proposes to require that income tax on items presented in OCI should be allocated between the 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?

We refer to our answer to Question 3 above
Question 5 – Benefits and costs 
In the Board’s assessment: 

(a) The main benefits of the proposals are: 

(i) Presenting all non-owner change to equity in the same statement. 

(ii) Improving comparability by eliminating options currently in IAS 1. 

(iii) Maintaining a clear distinction between profit or loss and items of other comprehensive income. 

(iv) Improving clarity of items presented in OCI by requiring them to be classified into items that might be reclassified subsequently to profit or loss and items that will not be reclassified subsequently to profit or loss. 

(b) The costs of the proposals should be minimal because in applying the existing version of IAS 1, entities must have all the information required to apply the proposed amendments. 

Do you agree with the Board’s assessment? Why or why not?

As explained earlier in our general comments, we do not agree that items (i), (ii) and (iv) would provide a benefit to financial reporting. We support item (iii) but of course this is an existing requirement which would not require an amendment to IAS 1.  

We agree that the costs of implementing the proposals should be minimal in terms of re-formatting existing information, but we believe there would be an on-going cost to preparers and users of requiring a single statement in terms of impeding communication and generating confusion. For example, time will be spent adjusting the “bottom line” to eliminate items of other comprehensive income and explaining why this is done. An increase in the emphasis on non-GAAP disclosures, further de-focussing the IFRS financial statements, would be the likely result.

Question 6  
Do you have any other comments on the proposals?

We support the proposed change to paragraph 82 (e) to simplify the reporting of discontinued operations on the face of the statement but it is not clear whether this is part of the ED or the inclusion of a proposal arising from the project on Discontinued Operations.
We note that in the Illustrative statements (paragraph IG5), the words “to components” are missing from the line “Income tax relating ... of comprehensive income”.
* * *
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