PARTNERS BEYOND BOUNDARIES

October 2011

UPDATE TO PRESENTATION OF COMPREHENSIVE
INCOME

Recently, FASB issued ASU no. 2011-05, Comprehensive Income (Topic 220): Presentation of
Comprehensive Income (referred to as “ASU”, hereinafter), which will supersede some of the guidance in
Accounting Standards Codification Topic 220, Comprehensive Income. Simultaneously, the International
Accounting Standards Board (IASB) issued amendments to IAS 1, Presentation of Financial Statements.

Though there is an effort towards convergence, differences between U.S. GAAP and IFRS remain.

For both U.S. GAAP and IFRS, the amendments require that all nonowner changes in stockholders’ equity
be presented either in a single continuous statement of comprehensive income or in two separate but
consecutive statements. The option in current U.S. GAAP that permits the presentation of other
comprehensive income in the statement of changes in stockholders’ equity has been eliminated.

The main provisions of ASU no. 2011-05 provide that an entity that reports items of other comprehensive
income has the option to present comprehensive income in either one or two consecutive financial
statements:

e A single statement must present the components of net income and total net income, the
components of other comprehensive income and total other comprehensive income, and a total for
comprehensive income.

e Ina two-statement approach, an entity must present the components of net income and total net
income in the first statement. That statement must be immediately followed by a financial statement
that presents the components of other comprehensive income, a total for other comprehensive
income, and a total for comprehensive income.

As may be noted the ASU simply deals with the presentation of other comprehensive income. The changes
do not modify the items that must be recognized in other comprehensive income or when an item of other
comprehensive income must be reclassified to net income. Regardless, of whichever method the entity
chooses, all reclassification adjustments for items reclassified from other comprehensive income to net
income must be disclosed in the statement(s) where the components of net income and the components of
other comprehensive income are presented.

Furthermore, in both cases, the tax effect for each component must be disclosed in the notes to the financial
statements or presented in the statement in which other comprehensive income is presented. The
amendments do not affect how earnings per share is calculated or presented.

FASB’s summary also said that differences in reporting comprehensive income between U.S. GAAP and
IFRS remain. In particular, there are some differences between the types of items reported in other
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comprehensive income and the requitements for reclassifying those items into net income. FASB said that
removing certain presentation options will make it easier to compare statements of comprehensive income
prepared using the different standards.

The amendments in the ASU should be applied retrospectively. For public entities, the amendments are
effective for fiscal years, and interim periods within those years, beginning after Dec. 15, 2011. For nonpublic
entities, the amendments are effective for fiscal years ending after Dec. 15, 2012, and interim and annual
periods thereafter. Hatly adoption is permitted, because compliance with the amendments is already
permitted.

The IASB’s amendments to IAS 1 are effective for financial years beginning on or after July 1, 2012..

The IASB said requiring other comprehensive income to be presented as part of, or in close proximity to, the
profit or loss (income) statement will make it easier for users of financial statements to assess the effect of

other comprehensive income items on the overall performance of an entity and improve comparability
between IFRS and U.S. GAAP.

Disclaimer:

These materials and the information (this information’) contained herein are provided by KNAV and are intended to
provide general information on a particular subject or subjects and are not an exhaustive treatment of such subject(s).
This information is not intended to constitute accounting, tax, legal, investment, consulting, or other professional advice
or services and should not be relied upon as the sole basis for any decision which may affect you or your business. No
reader should act on the basis of any information contained in this publication without considering and, if necessary,
taking appropriate advice upon their own particular circumstances. None of KNAV, its member firms, or its and their
respective affiliates shall be responsible for any loss and any special, indirect, incidental, consequential, or punitive
damages or any other damages whatsoever whether in an action of contract, statute, tort (including, without limitation,
negligence), or otherwise, sustained by any person who relies on this information. If any of the foregoing is not fully
enforceable for any reason, the remainder shall nonetheless continue to apply.
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KNAYV is India's first multi-national firm of accountants and business advisors with operations in India, US,
UK, Canada, France, Switzerland & Netherlands. Our partners and professionals are qualified in various
countries including India, US, Canada, UK and Ireland allowing us to provide you with seamless service
across Asia, North America and Europe.
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