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Accounting & Tax Committee

Japan Foreign Trade Council, Inc.

Comments on “Presentation of Items of Other Comprehensive Income
(Proposed amendments to IAS 1)”

The following are the comments of the Accounting & Tax Committee of the Japan
Foreign Trade Council, Inc. (JFTC) made in response to the solicitation of comments
regarding the International Accounting Standards Board Exposure Draft “Presentation
of Items of Other Comprehensive Income (Proposed amendments to IAS 1)” (hereinafter
ED). The JFTC is a trade-industry association with trading companies and trading
organizations as its core members, while the principal function of its Accounting & Tax
Committee is to respond to developments in domestic and international accounting
standards. (Member companies of the JFTC’s Accounting & Tax Committee are listed at

the end of this document.)

[General Comments (Question 6)]

We generally support the proposal. However, we believe that certain matters must
precede reclassification and pursuit of greater clarity regarding presentation.
Specifically, decisions should be reached on the following matters based on thorough
conceptual debate: What should be presented under other comprehensive income (OCI)?
Of the items presented in OCI, which items should be reclassified to profit or loss, and at
what point in time? These matters must be explicitly and clearly established, for
example, in the Framework for the Preparation and Presentation of Financial
Statements. Unless this is done, the objective of distinguishing between profit or loss
and OCI will not be achieved, and the resulting presentation would not prove to be truly

useful.

[Question 1]

The inclusion of “profit or loss” in the title clearly indicates that the concept of “profit or



loss,” an important measure of business performance, is to be maintained. Therefore, we
basically agree with the proposal to change the title of the statement of comprehensive

Income to “Statement of profit or loss and other comprehensive income.”

However, as a title, “Statement of profit or loss and other comprehensive income” is
unnecessarily long and can render the standard difficult to read. Consideration should
be given to simpler titles that are neutral with respect to the concepts of profit or loss

and comprehensive income. An example would be “Statement of financial performance.”

In any case, the ED indicates that “statement of comprehensive income” and other titles
will continue to be allowed to be used. From the perspective of comparability, we suggest
that this proposal be deleted and an effort be made to achieve uniformity in titles, which
would be in line with the intent of this ED.

[Question 2]

Making “profit or loss” a distinct section will be conducive to maintaining its importance
as a performance indicator. Therefore, we support presentation of a statement of profit

or loss and other comprehensive income with two separate sections (profit or loss and
items of OCI).

The information presented will be essentially the same regardless of a single- or
two-statement option. Considering that consistency in presentation will contribute to

greater comparability, we also agree to mandating the single-statement option.

It should be noted, however, that opposition was voiced within the JFTC on eliminating
the two-statement option and mandating the single-statement option. The grounds for
this argument accord with the position taken by Mr. Engstrom in the alternative view
section of the ED. That is, before eliminating the two-statement option, the matters

mentioned in General Comments above should be subjected to exhaustive debate.

In order to enhance the visibility of profit or loss, as shown in the example statement of
profit or loss and other comprehensive income in the “Proposed amendments to guidance
on implementing IAS 1”7, it is desirable to adopt a single option of presenting the
following items immediately after profit for the year: profit attributable to owners of the

parent and to non-controlling interests; and earnings per share.

[Question 3]

For users of financial statements, knowing the amount that will be reclassified (recycled)



to profit or loss upon derecognition has a certain degree of usefulness in projecting the
future performance (profit or loss) of an entity. Therefore, we support the separate
presentation of items of OCI that will be reclassified to profit or loss in subsequent
periods upon derecognition from items of OCI that will not be reclassified to profit or

loss.

[Question 4]

In order to accurately present the amount that will be reclassified (recycled) to profit or
loss upon derecognition, it will be necessary to properly allocate corporate income tax to
items presented in OCI. For this reason, if OCI is to be presented before tax effects, we
support the allocation of corporate income tax to items of OCI that may be subsequently

reclassified to profit or loss and items of OCI that will not be reclassified to profit or loss.

Regarding tax effects related to items presented in OCI, paragraph 91 allows entities to
choose from the following two options: (a) presentation net of tax effects, and (b)
gross-basis presentation. We believe the provision of this option is undesirable for the
following two reasons. First, the option reduces comparability. Second, when gross-basis
presentation is chosen, this would lead to an increase in the number of items in the main
table and would undermine clarity. Regardless of whether net-basis or gross-basis
presentation is chosen, the income tax amount pertaining to each individual item needs
to be indicated in the notes. Therefore, for practical reasons, we believe it would be
desirable that only net-basis be presented in the main table. (In this case, the proposals

contained under Question 4 would become unnecessary.)

[Question 5]

Regarding benefits (iii) and (iv) referred to under (a), as stated under General Comments
above, unless we engage in thorough conceptual debate, the benefits derived from

clarification of presentation would be small.
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