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SUMMARY

This Statement establishes standards for reporting and display of comprehensive income and its compo-
nents (revenues, expenses, gains, and losses) in a full set of general-purpose financial statements. This State-
ment requires that all items that are required to be recognized under accounting standards as components of
comprehensive income be reported in a financial statement that is displayed with the same prominence as other
financial statements. This Statement does not require a specific format for that financial statement but requires
that an enterprise display an amount representing total comprehensive income for the period in that financial
statement.

This Statement requires that an enterprise (a) classify items of other comprehensive income by their nature
in a financial statement and (b) display the accumulated balance of other comprehensive income separately
from retained earnings and additional paid-in capital in the equity section of a statement of financial position.

This Statement is effective for fiscal years beginning after December 15, 1997. Reclassification of financial
statements for earlier periods provided for comparative purposes is required.
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INTRODUCTION

1. This Statement establishes standards for reporting
and display of comprehensive income and its compo-
nents in a full set of general-purpose financial state-
ments. It does not address issues of recognition! or
measurement for comprehensive income and its
components.

2. Historically, issues about income reporting were
characterized broadly in terms of a contrast between
the so-called current operating performance (or dirty
surplus) and the all-inclusive (or clean surplus) in-
come concepts. Under the current operating perform-
ance income concept, extraordinary and nonrecur-

ring gains and losses are excluded from income.
Under the all-inclusive income concept, all revenues,
expenses, gains, and losses recognized during the pe-
riod are included in income, regardless of whether
they are considered to be results of operations of the
period. The Accounting Principles Board largely
adopted the all-inclusive income concept when it is-
sued APB Opinion No. 9, Reporting the Results of
Operations, and later reaffirmed the concept when it
issued APB Opinions No. 20, Accounting Changes,
and No. 30, Reporting the Results of Operations—
Reporting the Effects of Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infre-
quently Occurring Events and Transactions.

]“Recognit_ion is the process of formally recording or incorporating an item in the financial statements of an entity. Thus, an asset, liability, rev-
enue, expense, gain, or loss may be recognized (recorded) or unrecognized (unrecorded). Realization and recognition are not used as synonyms,
as they sometimes are in accounting and financial literature” (Concepts Statement No. 6, Elements of Financial Statements, paragraph 143; foot-

note reference omitted).
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3. Although the Board generally followed the all-
inclusive income concept, occasionally it made spe-
cific exceptions to that concept by requiring that cer-
tain changes in assets and liabilities not be reported in
a statement that reports results of operations for the
period in which they are recognized but instead be in-
cluded in balances within a separate component of
equity in a statement of financial position. Statements
that contain those exceptions are FASB Statements
No. 12, Accounting for Certain Marketable Securi-
ties,2 No. 52, Foreign Currency Translation, No. 80,
Accounting for Futures Contracts, No. 87, Employ-
ers’ Accounting for Pensions, and No. 115, Account-
ing for Certain Investments in Debt and Equity
Securities.

4. Some users of financial statement information ex-
pressed concerns about the increasing number of
comprehensive income items that bypass the income
statement. Currently, an enterprise is required to re-
port the accumulated balances of those items in eq-
uity. However, because of the considerable diversity
as to how those balances and changes in them are
presented in financial statements, some of those users
urged the Board to implement the concept of com-
prehensive income that was introduced in FASB
Concepts Statement No. 3, Elements of Financial
Statements of Business Enterprises (which was su-
perseded by FASB Concepts Statement No. 6, Ele-
ments of Financial Statements), and further described
in FASB Concepts Statement No. 5, Recognition and
Measurement in Financial Statements of Business
Enterprises.

5. As a first step in implementing the concept of
comprehensive income, this Statement requires that
all items that meet the definition of components of
comprehensive income be reported in a financial
statement for the period in which they are recog-
nized. In doing so, this Statement amends State-
ents 52, 80, 87, and 115 to require that changes in the
balances of items that under those Statements are re-
ported directly in a separate component of equity in a
statement of financial position be reported in a finan-
cial statement that is displayed as prominently as
other financial statements. Items required by ac-
counting standards to be reported as direct adjust-
ments to paid-in capital, retained earnings, or other
nonincome equity accounts are not to be included as

2Statement 12 was superseded by Statement 115.
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components of comprehensive income. (Refer to
paragraphs 108-119.)

STANDARDS OF FINANCIAL
ACCOUNTING AND REPORTING

Scope

6. This Statement applies to all enterprises that pro-
vide a full set of financial statements that report fi-
nancial position, results of operations, and cash
flows.3 This Statement does not apply to an enter-
prise that has no items of other comprehensive in-
come in any period presented or to a not-for-profit or-
ganization that is required to follow the provisions of
FASB Statement No. 117, Financial Statements of
Not-for-Profit Organizations.

7. This Statement discusses how to report and dis-
play comprehensive income and its components.
However, it does not specify when to recognize or
how to measure the items that make up comprehen-
sive income. Existing and future accounting stand-
ards will provide guidance on items that are to be in-
cluded in comprehensive income and its
components.

Definition of Comprehensive Income

8. Comprehensive income is defined in Concepts
Statement 6 as “the change in equity [net assets] of a
business enterprise during a period from transactions
and other events and circumstances from nonowner
sources. It includes all changes in equity during a pe-
riod except those resulting from investments by own-
ers and distributions to owners” (paragraph 70).

9. In Concepts Statement 5, the Board stated that *“a
full set of financial statements for a period should
show: Financial position at the end of the period,
earnings (net income) for the period, comprehensive
income (total nonowner changes in equity) for the
period, cash flows during the period, and investments
by and distributions to owners during the period”
(paragraph 13, footnote references omitted). Prior to
issuance of this Statement, the Board had neither re-
quired that an enterprise report comprehensive in-
come, nor had it recommended a format for display-
ing comprehensive income.

3Investment companies, defined benefit pension plans, and other employee benefit plans that are exempt from the requirement to provide a state-
ment of cash flows by FASB Statement No. 102, Statement of Cash Flows—Exemption of Certain Enterprises and Classification of Cash Flows
from Certain Securities Acquired for Resale, are not exempt from the requirements of this Statement if they otherwise apply.
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Use of the Term Comprehensive Income

10. This Statement uses the term comprehensive in-
come to describe the total of all components of com-
prehensive income, including net income.4 This
Statement uses the term other comprehensive income
to refer to revenues, expenses, gains, and losses that
under generally accepted accounting principles are
included in comprehensive income but excluded
from net income. This Statement does not require
that an enterprise use the terms comprehensive in-
come or other comprehensive income in its financial
statements, even though those terms are used
throughout this Statement.5

Purpose of Reporting Comprehensive Income

11. The purpose of reporting comprehensive income
is to report a measure of all changes in equity of an
enterprise that result from recognized transactions
and other economic events of the period other than
transactions with owners in their capacity as owners.
Prior to the issuance of this Statement, some of those
changes in equity were displayed in a statement that
reports the results of operations, while others were in-
cluded directly in balances within a separate compo-
nent of equity in a statement of financial position.

12. If used with related disclosures and other infor-
mation in the financial statements, the information
provided by reporting comprehensive income should
assist investors, creditors, and others in assessing an
enterprise’s activities and the timing and magnitude
of an enterprise’s future cash flows.

13. Although total comprehensive income is a useful
measure, information about the components that
make up comprehensive income also is needed. A
single focus on total comprehensive income is likely
to result in a limited understanding of an enterprise’s
activities. Information about the components of com-
prehensive income often may be more important
than the total amount of comprehensive income.

Reporting and Display of Comprehensive
Income

[Note: For not-for-profit organizations and all
other entities that prepare consolidated financial
statements prior to the adoption of FASB State-

FASB Statement of Standards

ment No. 160, Noncontrolling Interests in Consoli-
dated Financial Statements (effective for fiscal
years, and interim periods within those fiscal
years, beginning on or after 12/15/08), para-
graph 14 should read as follows:]

14. All components of comprehensive income shall
be reported in the financial statements in the period in
which they are recognized. A total amount for com-
prehensive income shall be displayed in the financial
statement where the components of other compre-
hensive income are reported.

[Note: After the adoption of Statement 160, by
business entities that prepare consolidated finan-
cial statements, or after the adoption of FASB
Statement No. 164, Not-for-Profit Entities: Merg-
ers and Acquisitions (effective prospectively in the
first set of initial or annual financial statements
for a reporting period beginning on or after De-
cember 15, 2009) by not-for-profit entities that
prepare consolidated financial statements, para-
graph 14 should read as follows:]

14. All components of comprehensive income shall
be reported in the financial statements in the period in
which they are recognized. A total amount for com-
prehensive income shall be displayed in the financial
statement where the components of other compre-
hensive income are reported. In accordance with
paragraph 38(a) of Accounting Research Bulletin
No. 51, Consolidated Financial Statements, as
amended, if an entity has an outstanding noncontrol-
ling interest (minority interest), amounts for both
comprehensive income attributable to the parent and
comprehensive income attributable to the noncon-
trolling interest in a less-than-wholly-owned subsid-
iary are reported on the face of the financial statement
in which comprehensive income is presented in
addition to presenting consolidated comprehensive
income.

Classifications within Comprehensive Income

15. This Statement divides comprehensive income
into net income and other comprehensive income. An
enterprise shall continue to display an amount for net
income. An enterprise that has no items of other com-
prehensive income in any period presented is not re-
quired to report comprehensive income.

“This Statement uses the term net income to describe a measure of financial performance resulting from the aggregation of revenues, expenses,
gains, and losses that are not items of other comprehensive income as identified in this Statement. A variety of other terms such as net earnings or

earnings may be used to describe that measure.

5Paragraph 40 of Concepts Statement 5 states that “just as a variety of terms are used for net income in present practice, the Board anticipates that
total nonowner changes in equity, comprehensive loss, and other equivalent terms will be used in future financial statements as names for com-

prehensive income.”
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Classifications within net income

16. Items included in net income are displayed in
various classifications. Those classifications can in-
clude income from continuing operations, discontin-
ued operations, extraordinary items, and cumulative
effects of changes in accounting principle. This State-
ment does not change those classifications or other
requirements for reporting results of operations.

Classifications within other
comprehensive income

17. Items included in other comprehensive income
shall be classified based on their nature. For example,
under existing accounting standards, other compre-
hensive income shall be classified separately into
foreign currency items, gains or losses associated
with pension or other postretirement benefits, prior
service costs or credits associated with pension or
other postretirement benefits, transition assets or obli-
gations associated with pension or other postretire-
ment benefits, unrealized gains and losses on debt
and equity securities classified as available-for-sale,
and amounts recognized in other comprehensive in-
come for debt securities classified as available-for-
sale and held-to-maturity related to an other-than-
temporary impairment recognized in accordance
with FSP FAS 115-1 and FAS 124-1, The Meaning of
Other-Than-Temporary Impairment and Its Applica-
tion to Certain Investments, when a portion of the im-
pairment was not recognized in earnings. Additional
classifications or additional items within current clas-
sifications may result from future accounting
standards.

Reclassification adjustments

18. Adjustments shall be made to avoid double
counting in comprehensive income items that are dis-
played as part of net income for a period that also had
been displayed as part of other comprehensive in-
come in that period or earlier periods. For example,
gains on investment securities that were realized and
included in net income of the current period that also
had been included in other comprehensive income as
unrealized holding gains in the period in which they
arose must be deducted through other comprehensive
income of the period in which they are included in
net income to avoid including them in comprehen-
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sive income twice. Those adjustments are referred to
in this Statement as reclassification adjustments.

19. An enterprise shall determine reclassification ad-

justments for each classification of other comprehen-
sive income, except as noted in paragraph 19A. The
requirement for a reclassification adjustment for
Statement 52 foreign currency translation adjust-
ments is limited to translation gains and losses real-
ized upon sale or upon complete or substantially
complete liquidation of an investment in a foreign
entity.

19A. An enterprise shall only determine reclassifica-
tion adjustments for amounts recognized in other
comprehensive income related to other-than-
temporary impairments of debt securities classified
as held-to-maturity when the loss is realized as a re-
sult of a sale of the security or an additional credit
loss occurs. If the security is sold, paragraphs 8 and
11 of Statement 115 provide guidance on the effect of
changes in circumstances that would not call into
question the entity’s intent to hold other debt securi-
ties to maturity in the future. If the held-to-maturity
debt security is not sold and additional credit losses
do not occur, the amount recognized in other com-
prehensive income shall be accounted for in accord-
ance with FSP FAS 115-1 and FAS 124-1 (that is, the
amount shall be amortized over the remaining life of
the debt security in a prospective manner on the basis
of the amount and timing of future estimated cash
flows).

20. An enterprise may display reclassification ad-
justments on the face of the financial statement in
which comprehensive income is reported, or it may
disclose reclassification adjustments in the notes to
the financial statements. Therefore, for all classifica-
tions of other comprehensive income, an enterprise
may use either (a) a gross display on the face of the
financial statement or (b) a net display on the face of
the financial statement and disclose the gross change
in the notes to the financial statements.® Gross and
net displays are illustrated in Appendix B. An ex-
ample of the calculation of reclassification adjust-
ments for Statement 115 available-for-sale securities
is included in Appendix C.

21. [This paragraph has been deleted. See Status
page.]

o1 displayed gross, reclassification adjustments are reported separately from other changes in the respective balance; thus, the total change is
reported as two amounts. If displayed net, reclassification adjustments are combined with other changes in the balance; thus, the total change is

reported as a single amount.
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Alternative Formats for Reporting
Comprehensive Income

[Note: For not-for-profit organizations and all
other entities that prepare consolidated financial
statements prior to the adoption of Statement 160
(effective for fiscal years, and interim periods
within those fiscal years, beginning on or after
12/15/08), paragraph 22 should read as follows:]

22. An enterprise shall display comprehensive in-
come and its components in a financial statement that
is displayed with the same prominence as other fi-
nancial statements that constitute a full set of finan-
cial statements. This Statement does not require a
specific format for that financial statement but re-
quires that an enterprise display net income as a com-
ponent of comprehensive income in that financial
statement. Appendix B provides illustrations of the
components of other comprehensive income and to-
tal comprehensive income being reported below the
total for net income in a statement that reports results
of operations, in a separate statement of comprehen-
sive income that begins with net income, and in a
statement of changes in equity.

[Note: After the adoption of Statement 160, by
business entities that prepare consolidated finan-
cial statements, or the adoption of Statement 164
(effective prospectively in the first set of initial or
annual financial statements for a reporting period
beginning on or after December 15, 2009) by not-
for-profit entities that prepare consolidated finan-
cial statements, paragraph 22 should read as
follows:]

22. An enterprise shall display comprehensive in-
come and its components in a financial statement that
is displayed with the same prominence as other fi-
nancial statements that constitute a full set of finan-
cial statements. This Statement does not require a
specific format for that financial statement but re-
quires that an enterprise display net income as a com-
ponent of comprehensive income in that financial
statement. Appendix B provides illustrations of the
components of other comprehensive income and to-
tal comprehensive income being reported below the
total for net income in a statement that reports results
of operations, in a separate statement of comprehen-
sive income that begins with net income, and in a
statement of changes in equity. In accordance with
paragraph 38(c) of ARB 51, as amended, if an entity
has an outstanding noncontrolling interest, the com-
ponents of other comprehensive income attributable

FASB Statement of Standards

to the parent and noncontrolling interest in a less-
than-wholly-owned subsidiary are required to be dis-
closed as part of its equity reconciliation.

23. Although this Statement does not require a spe-
cific format for displaying comprehensive income
and its components, the Board encourages an enter-
prise to display the components of other comprehen-
sive income and total comprehensive income below
the total for net income in a statement that reports re-
sults of operations or in a separate statement of com-
prehensive income that begins with net income.

24. An enterprise may display components of other
comprehensive income either (a) net of related tax ef-
fects or (b) before related tax effects with one amount
shown for the aggregate income tax expense or ben-
efit related to the total of other comprehensive in-
come items.

25. An enterprise shall disclose the amount of in-
come tax expense or benefit allocated to each compo-
nent of other comprehensive income, including re-
classification adjustments, either on the face of the
statement in which those components are displayed
or in the notes to the financial statements. Alternative
formats for disclosing the tax effects related to the
components of other comprehensive income are il-
lustrated in Appendix B.

Reporting Other Comprehensive Income in the
Equity Section of a Statement of Financial
Position

26. The total of other comprehensive income for a
period shall be transferred to a component of equity
that is displayed separately from retained earnings
and additional paid-in capital in a statement of finan-
cial position at the end of an accounting period. A de-
scriptive title such as accumulated other comprehen-
sive income shall be used for that component of
equity. An enterprise shall disclose accumulated bal-
ances for each classification in that separate compo-
nent of equity on the face of a statement of financial
position, in a statement of changes in equity, or in
notes to the financial statements. The classifications
shall correspond to classifications used elsewhere in
the same set of financial statements for components
of other comprehensive income.

Interim-Period Reporting

27. APB Opinion No. 28, Interim Financial Report-
ing, clarifies the application of accounting principles
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and reporting practices to interim financial informa-
tion, including interim financial statements and sum-
marized interim financial data of publicly traded
companies issued for external reporting purposes. An
enterprise shall report a total for comprehensive in-
come in condensed financial statements of interim
periods.

Amendments to Existing Pronouncements

28. APB Opinion No. 28, Interim Financial Report-
ing, is amended as follows:

a. In the first sentence of paragraph 2, as amended
by FASB Statement No. 95, Statement of Cash
Flows, the term comprehensive income, is in-
serted before and cash flows.

b. In paragraph 30(a), the phrase and net income
is replaced by net income, and comprehensive
income.

29. In the last sentence of paragraph 13 of FASB
Statement No. 52, Foreign Currency Translation, the
phrase separately and accumulated in a separate
component of equity is replaced by in other compre-
hensive income.

30. FASB Statement No. 80, Accounting for Futures
Contracts, is amended as follows:

a. In the third sentence of paragraph 5, a separate
component of stockholders’ (or policyholders’)
equity is replaced by other comprehensive
income.

b. In the last sentence of paragraph 5, as amended
by FASB Statement No. 115, Accounting for
Certain Investments in Debt and Equity Securi-
ties, the phrase shall be included as part of other
comprehensive income and is inserted after those
assets.

31. FASB Statement No. 87, Employers’ Accounting
for Pensions, is amended as follows:

a. In the last sentence of paragraph 37, as amended
by FASB Statement No. 109, Accounting for In-
come Taxes, the phrase as a separate component
(that is, a reduction) of equity is replaced by in
other comprehensive income.

b. Paragraph 38 is amended as follows:

(1) In the first sentence, the balance accumulated
in a is inserted before separate.
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(2) The following sentence is added to the end of
paragraph 38:

Eliminations of or adjustments to that bal-
ance shall be reported in other compre-
hensive income.

32. FASB Statement No. 109, Accounting for
Income Taxes, is amended as follows:

a. In the first sentence of paragraph 35, other com-
prehensive income, is inserted after extraordinary
items.

b. In the first sentence of paragraph 36, fo other
comprehensive income or is inserted after cred-
ited directly.

33. FASB Statement No. 115, Accounting for Cer-
tain Investments in Debt and Equity Securities, is
amended as follows:

a. Paragraph 13 is amended as follows:

(1) In the second sentence, as a net amount in a
separate component of shareholders’ equity
until realized is replaced by in other compre-
hensive income.

(2) In the last sentence, a separate component of
shareholders’ equity is replaced by other
comprehensive income.

b. In paragraph 15(c), recognized in a separate
component of shareholders’ equity is replaced by
reported in other comprehensive income.

c. In the first sentence of paragraph 15(d), such as
accumulated other comprehensive income, is in-
serted after shareholders’ equity.

d. In the last sentence of paragraph 16, both refer-
ences to the separate component of equity are re-
placed by other comprehensive income.

Effective Date and Transition

34. The provisions of this Statement shall be effec-
tive for fiscal years beginning after December 15,
1997. Earlier application is permitted. If comparative
financial statements are provided for earlier periods,
those financial statements shall be reclassified to re-
flect application of the provisions of this Statement.
The provisions of this Statement that require display
of reclassification adjustments (paragraphs 18-21)
are not required, but are encouraged, in comparative
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financial statements provided for earlier periods. Ini-
tial application of this Statement shall be as of the be-
ginning of an enterprise’s fiscal year; that is, if the
Statement is adopted prior to the effective date and

FASB Statement of Standards

during an interim period other than the first interim
period, all prior interim periods of that fiscal year
shall be reclassified.

The provisions of this Statement need
not be applied to immaterial items.

This Statement was adopted by the affirmative
votes of five members of the Financial Account-
ing Standards Board. Messrs. Cope and Foster
dissented.

Messrs. Cope and Foster dissent from this State-
ment because it permits an enterprise to display the
items of other comprehensive income identified in
this Statement with less prominence and to character-
ize them differently from other items of comprehen-
sive income that are currently included in net income.
The Board’s conceptual framework does not define
earnings or net income, nor does it provide criteria
for distinguishing the characteristics of items that
should be included in comprehensive income but not
in net income. The qualitative characteristics of the
items currently classified as items of other compre-
hensive income have not been conceptually distin-
guished from those items included in net income.
Messrs. Cope and Foster believe that items of other
comprehensive income can be as significant to meas-
urement of an enterprise’s economic and financial
performance as those items of comprehensive in-
come that are currently included in measuring net in-
come, and that the comparability and the neutrality of
reported information are adversely affected if some
items of comprehensive income are omitted from re-
ports on economic and financial performance. There-
fore, they have concluded that this Statement should
have required that items of other comprehensive in-
come be reported in a statement of financial perform-
ance, preferably in a single statement in which net in-
come is reported as a component of comprehensive
income.

Messrs. Cope and Foster believe that a primary
objective in undertaking a project on reporting com-
prehensive income was to significantly enhance the
visibility of items of other comprehensive income.
They do not believe that this Statement will achieve
that objective. Messrs. Cope and Foster think that it is
likely that most enterprises will meet the require-

ments of this Statement by providing the required in-
formation in a statement of changes in equity, and
that displaying items of other comprehensive income
solely in that statement as opposed to reporting them
in a statement of financial performance will do little
to enhance their visibility and will diminish their per-
ceived importance. Thus, it is their view that this
Statement will inappropriately relegate certain items
of comprehensive income to a lesser standing, having
less visibility than other items of comprehensive in-
come that are included in net income, and will do so
for the foreseeable future.

Another objective of the project on reporting
comprehensive income was to encourage users of fi-
nancial statements to focus on the components that
constitute comprehensive income rather than limiting
their analyses solely to the amounts reported as net
income and earnings per share. The current, apparent
market fixation on earnings per share is evidence that
some users exclude other measures of performance
from their analyses. Messrs. Cope and Foster believe
that permitting items of other comprehensive income
to be reported solely in a statement of changes in eq-
uity does not achieve the foregoing objective and
may, in fact, divert the attention of some users of fi-
nancial statements from those items of comprehen-
sive income, thereby diminishing their understanding
of the economic and financial performance of the re-
porting enterprise. For users of financial statements
to fully understand and appropriately analyze the
economic and financial performance of an enter-
rise, all items of other comprehensive income
must be reported in a statement of financial perform-
ance, as was proposed in the Exposure Draft of this
Statement.

Messrs. Cope and Foster believe that the Board
inappropriately failed to respond to the clear and un-
equivocal call from users of financial statements for
the transparent presentation of all items of compre-
hensive income, whose request is acknowledged in
paragraphs 40 and 41 of this Statement. While many
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respondents to the Exposure Draft asserted that users
would be confused by the presentation of compre-
hensive income, the users that testified at the public
hearing on this project categorically denied that that
would be the case.

Messrs. Cope and Foster also note that, as evi-
denced by the basis for conclusions in the Exposure
Draft, the Board held views similar to theirs when it
issued that document. The stated objective in the Ex-
posure Draft was “to issue a Statement that requires
that an enterprise report all components of compre-
hensive income in one or two statements of financial
performance for the period in which those items are
recognized.” Messrs. Cope and Foster believe that
the basis for conclusions supporting this Statement
provides little, if any, rationale as to why, having de-
termined at the time it issued the Exposure Draft that
comprehensive income is clearly a measure of finan-
cial performance, the Board subsequently concluded
it should not require presentation of comprehensive
income in a statement of financial performance
(paragraphs 58-67). In fact, paragraph 67 of this
Statement acknowledges the conceptual superiority
of displaying comprehensive income in a statement
of performance.
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Finally, based on the Board’s tentative conclu-
sions, at this time it seems that a future standard on
accounting for hedging and derivative instruments
likely will provide that certain gains and losses on
transactions in derivative instruments not be included
in the determination of net income when they occur,
but be reported as items of other comprehensive in-
come. Much concern recently has been expressed
about derivative instruments and their effects on the
financial position and performance of various enter-
prises. The Board’s project on accounting for deriva-
tive instruments and hedging activities was under-
taken to enhance the visibility and understanding of
those transactions and their effects on financial posi-
tion and performance. Messrs. Cope and Foster be-
lieve that if certain of those effects are reported as
items of other comprehensive income, application of
this Statement in conjunction with that reporting is
likely to do little to achieve that objective. In their
view, that is inappropriate, particularly when the
potential for significant impact that derivative instru-
ments have on an enterprise’s performance is an
important concern.

Members of the Financial Accounting Standards Board:

Dennis R. Beresford,
Chairman
Joseph V. Anania
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BACKGROUND INFORMATION AND
BASIS FOR CONCLUSIONS

Introduction

35. This appendix summarizes considerations that
were deemed significant by Board members in reach-
ing the conclusions in this Statement. It includes rea-
sons for accepting certain approaches and rejecting
others. Individual Board members gave greater
weight to some factors than to others.

Background Information

36. The term comprehensive income was first intro-
duced in Concepts Statement 3, which was issued in
December 1980. However, the term comprehensive
income was used to communicate the same notion as
earnings in FASB Concepts Statement No. 1, Objec-
tives of Financial Reporting by Business Enterprises,

which was issued in November 1978.7 The Board
decided to use comprehensive income rather than
earnings in Concepts Statement 3 because it wanted
to reserve earnings for possible use to designate a dif-
ferent concept that was narrower than comprehensive
income.

37. In Concepts Statement 5, the Board concluded
that comprehensive income and its components
should be reported as part of a full set of financial
statements for a period. The Board also described
earnings as part of comprehensive income in that
Concepts Statement, indicating that earnings was
narrower than comprehensive income, and provided
illustrations of possible differences between earnings
and comprehensive income. Earnings was described
as being similar to net income in current practice, ex-
cept for cumulative effects of changes in accounting
principles, which are included in present net income
but are excluded from earnings.

38. In December 1985, Concepts Statement 6 super-
seded Concepts Statement 3, expanding the scope to
encompass not-for-profit organizations. Concepts

7Comprehensive income also is the concept that was referred to as earnings in other conceptual framework documents: Tentative Conclusions on
Objectives of Financial Statements of Business Enterprises (December 1976), FASB Discussion Memorandum, Conceptual Framework for Fi-

nancial Accounting and Reporting: Elements of Financial St

and Their M

(December 1976), FASB Exposure Draft, Objec-

tives of Financial Reporting and Elements of Financial Statements of Business Enterprises (December 1977), and FASB Discussion Memoran-

dum, Reporting Earnings (July 1979).

FAS130-10



Reporting Comprehensive Income

Statement 6 does not alter the definition of compre-
hensive income provided in Concepts Statement 3.

39. Prior to the issuance of this Statement, the Board
had not required that comprehensive income and its
components be reported as part of a full set of finan-
cial statements. However, several accounting stand-
ards required that certain items that qualify as com-
ponents of comprehensive income bypass a
statement of income and be reported in a balance
within a separate component of equity in a statement
of financial position. Those items are:

a. Foreign currency translation adjustments (State-
ment 52, paragraph 13)

b. Gains and losses on foreign currency transactions
that are designated as, and are effective as, eco-
nomic hedges of a net investment in a foreign en-
tity, commencing as of the designation date
(Statement 52, paragraph 20(a))

c. Gains and losses on intercompany foreign cur-
rency transactions that are of a long-term-
investment nature (that is, settlement is not
planned or anticipated in the foreseeable future),
when the entities to the transaction are consoli-
dated, combined, or accounted for by the equity
method in the reporting enterprise’s financial
statements (Statement 52, paragraph 20(b))

d. A change in the market value of a futures con-
tract that qualifies as a hedge of an asset reported
at fair value pursuant to Statement 115 (State-
ment 80, paragraph 5)

e. Anetloss recognized pursuant to Statement 87 as
an additional pension liability not yet recognized
as net periodic pension cost (Statement 87, para-
graph 37)

f. Unrealized holding gains and losses on available-

for-sale securities (Statement 115, paragraph 13)

g. Unrealized holding gains and losses that result
from a debt security being transferred into the
available-for-sale category from the held-to-
maturity category (Statement 115, para-
graph 15(c))

h. Subsequent decreases (if not an other-than-
temporary impairment) or increases in the fair
value of available-for-sale securities previously
written down as impaired (Statement 115, para-
graph 16).

40. Users of financial statements expressed concerns
about the practice of reporting some comprehensive
income items directly within a balance shown as a
separate component of equity. Among those express-
ing concerns was the Association for Investment
Management and Research (AIMR). In its 1993 re-
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port, Financial Reporting in the 1990s and Beyond,
the AIMR urged the Board to implement the concept
of comprehensive income for several reasons. Two of
those reasons were to discontinue the practice of tak-
ing certain items of comprehensive income directly
to equity and to provide a vehicle for addressing fu-
ture accounting issues, such as the display of unreal-
ized gains and losses associated with financial instru-
ments. In that report, the AIMR noted that it has long
supported the all-inclusive income concept.

41. The Accounting Policy Committee of the Robert
Morris Associates also indicated support for what it
referred to as an all-inclusive income statement at a
1995 meeting with the Board by stating that “net in-
come should include the effect of ail of the current
period’s economic transactions and other activity of
the entity.”

42. There is also international precedent for moving
toward an all-inclusive income concept. In 1992, the
United Kingdom Accounting Standards Board
(ASB) issued Financial Reporting Standard (FRS) 3,
Reporting Financial Performance. That standard in-
troduced a “statement of total recognized gains and
losses” as a supplement to the “profit and loss ac-
count,” which is equivalent to the U.S. income state-
ment. The amount for “recognized gains and losses
relating to the year” in the statement of total recog-
nized gains and losses is analogous to comprehensive
income.

43. Largely in response to the precedent set by the
ASB, other international standard setters have fo-
cused attention on reporting financial performance.
As part of its efforts to promote international harmo-
nization, the Board discussed reporting comprehen-
sive income with the ASB as well as with standard
setters from the International Accounting Standards
Committee (IASC), the Canadian Institute of Char-
tered Accountants, the Australian Accounting Re-
search Foundation, and the New Zealand Society of
Accountants.

44. In July 1996, the IASC issued an Exposure
Draft, Presentation of Financial Statements, which
included a proposed requirement for a new primary
financial statement referred to as a “statement of non-
owner movements in equity.” The purpose of that
statement would be to highlight more prominently
gains and losses, such as those arising from revalua-
tions and deferred exchange differences, that are not
reported in the income statement under existing
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IASC standards.8 The IASC’s proposed requirement
is similar in concept to this Statement’s requirement
for reporting comprehensive income and the ASB’s
requirement for a statement of total recognized gains
and losses.

45. In addition to users’ concerns about reporting
comprehensive income items in equity and the desire
for international harmonization, the project on report-
ing comprehensive income became more urgent be-
cause of the increasing use of separate components in
equity for certain comprehensive income items. In
that regard, a recent motivating factor for adding the
comprehensive income project to the Board’s techni-
cal agenda was the Board’s financial instruments
project, which is expected to result in additional com-
prehensive income items.

Financial Instruments Project

46. Many financial instruments are “off-balance-
sheet.” In the derivatives and hedging portion of the
financial instruments project, the Board has proposed
that all derivative instruments should be recognized
and measured at fair value. Moreover, Board mem-
bers believe that most, if not all, financial instruments
ultimately should be recognized and measured at fair
value because fair values generally are more decision
useful (that is, more relevant), more understandable,
and more practical to use than cost or cost-based
measures.

47. The use of fair values to measure financial in-
struments necessarily raises questions about how the
resulting gains and losses should be reported. Certain
constituents expressed concern that using fair values
will (a) cause more gains and losses to be recognized
than currently are recognized and (b) increase the
volatility of reported net income.

48. While measuring financial instruments at fair
value results in recognizing gains and losses on those
instruments, it does not necessarily follow that those
gains and losses must be reported in the income state-
ment as part of net income. The Board believes that it
is appropriate and consistent with the definition of
comprehensive income provided in the Concepts
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Statements to include some gains and losses in net in-
come and to exclude others from net income and re-
port them as part of comprehensive income outside
net income. Furthermore, reporting separately gains
and losses in a financial statement would make those
gains and losses more transparent than if they were
only included within the equity section of a statement
of financial position.

49. In response to the concerns discussed in para-
graphs 40-48, the Board added a project on reporting
comprehensive income to its agenda in September
1995. The Board’s objective was to issue a Statement
that requires that an enterprise report all components
of comprehensive income in a financial statement
that is displayed with the same prominence as other
financial statements that constitute a full set.

50. An FASB Exposure Draft, Reporting Compre-
hensive Income, was issued in June 1996. The Board
received 281 comment letters on the Exposure Draft,
and 22 individuals and organizations presented their
views at a public hearing held in November 1996.9 In
addition, the Board discussed the Exposure Draft in
meetings with constituents, the Financial Instruments
Task Force, and the Financial Accounting Standards
Advisory Council. The comments from those groups,
comment letters, and public hearing testimony were
considered by the Board during its redeliberations of
the issues addressed by the Exposure Draft at public
meetings held in 1997. This Statement is a result of
those Board meetings and redeliberations.

Benefits and Costs

51. In accomplishing its mission, the Board follows
certain precepts, including the precept to promulgate
standards only when the expected benefits of the in-
formation exceed the perceived costs. The Board en-
deavors to determine that a standard will fill a signifi-
cant need and that the costs imposed to meet that
standard, as compared to other alternatives, are justi-
fied in relation to the overall benefits of the resulting
information.

52. Based on the recommendations by users of
financial statements, the increasing use of separate
accounts in equity for certain comprehensive income

8In redeliberations of the IASC Exposure Draft, the proposed requirement for a separate statement of nonowner movements in equity has been
modified. As of April 1997, the IASC tentatively decided to require that an enterprise present, as a separate component of its financial statements,
a statement showing (a) the net profit or loss for the period, (b) each item of income and expenses and gains and losses which, as required by
other standards, are recognized directly in equity, and the total of those items, (c) the total of both item (a) and item (b) above, and (d) the cumu-
lative effect of changes in accounting policy and the correction of fundamental errors.

9The public hearings on the comprehensive income Exposure Draft and the June 1996 FASB Exposure Draft, Accounting for Derivative and
Similar Financial Instruments and for Hedging Activities, were held jointly.
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items, and issues arising in the financial instruments
project, the Board concluded that a standard on re-
porting comprehensive income was needed. This
Statement should help facilitate a better understand-
ing of an enterprise’s financial activities by users of
financial statements because it will result in enhanced
comparability within and between enterprises by pro-
viding more consistency as to how the balances of
components of other comprehensive income and
changes in them are presented in financial state-
ments. Moreover, this Statement provides a method
for reporting comprehensive income that should
prove helpful in addressing and resolving issues that
potentially include items of comprehensive income
now and in the future. Because enterprises already
accumulate information about components of what
this Statement identifies as other comprehensive in-
come and report that information in a statement of fi-
nancial position or in notes accompanying it, the
Board determined that there would be little incre-
mental cost associated with the requirements of this
Statement beyond the cost of understanding its
requirements and deciding how to apply them.

Conclusions on Basic Issues
Scope

53. The Board decided to limit the project’s scope to
issues of reporting and display of comprehensive in-
come so that it could complete the project in a timely
manner. The Board concluded that timely completion
was important because of the project’s relationship to
the project on accounting for derivatives and hedging
activities.

54. Although the scope of the project was limited to
issues of reporting and display, the Board recognizes
that other more conceptual issues are involved in re-
porting comprehensive income. Such issues include
questions about when components of comprehensive
income should be recognized in financial statements
and how those components should be measured. In
addition, there are conceptual questions about the
characteristics of items that generally accepted ac-
counting principles require to be included in net in-
come versus the characteristics of items that this
Statement identifies as items that are to be included in
comprehensive income outside net income. Further-
more, there are several items that generally accepted
accounting principles require to be recognized
as direct adjustments to paid-in capital or other equity
accounts that this Statement does not identify as be-
ing part of comprehensive income. (Refer to para-
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graphs 108-119.) The Board expects to consider
those types of issues in one or more broader-scope
projects related to reporting comprehensive income.

55. The Board considered whether not-for-profit or-
ganizations should be permitted to follow the provi-
sions of this Statement and decided that those organi-
zations should continue to follow the requirements of
Statement 117. Because Statement 117 requires that
those organizations report the change in net assets for
a period in a statement of activities, those organiza-
tions already are displaying the equivalent of com-
prehensive income.

Issues Considered

56. The issues considered in this project were orga-
nized under the following general questions:
(a) whether comprehensive income should be re-
ported, (b) whether cumulative accounting adjust-
ments should be included in comprehensive income,
(c) how components of comprehensive income
should be classified for display, (d) whether compre-
hensive income and its components should be dis-
played in one or two statements of financial perform-
ance, and (e) whether components of other
comprehensive income should be displayed before or
after their related tax effects.

Reporting of comprehensive income

57. The Board considered the following issues about
reporting comprehensive income: (a) whether all
items that are or will be recognized under current and
future accounting standards as items of comprehen-
sive income should be reported in a statement of fi-
nancial performance, (b) whether a total amount for
comprehensive income should be displayed, (c) how
the total amount of comprehensive income should be
labeled or described, and (d) whether a per-share
amount for comprehensive income should be
displayed.

Reporting all items of comprehensive income in a
statement of financial performance

58. The Exposure Draft proposed that changes in the
accumulated balances of income items currently re-
quired to be reported directly in a separate compo-
nent of equity in a statement of financial position (un-
realized gains and losses on available-for-sale-
securities, minimum pension liability adjustments,
and translation gains and losses) should instead be re-
ported in a statement of financial performance. In de-
liberations leading to the Exposure Draft, the Board
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noted that those items would be included in a state-
ment of financial performance under the all-inclusive
income concept.

59. Some respondents to the Exposure Draft stated
that information about the components of other com-
prehensive income already was available elsewhere
in the financial statements and that it was unneces-
sary for the Board to require that information to be
reported separately and aggregated into a measure of
comprehensive income. Other respondents agreed
that the components of other comprehensive income
should be displayed in a more transparent manner.
However, a majority of those respondents indicated
that until the Board addresses the conceptual issues
discussed in paragraph 54, it was premature for the
Board to require that the components be reported in a
statement of financial performance.

60. Most respondents to the Exposure Draft asserted
that the requirement to report comprehensive income
and its components in a statement of financial per-
formance would result in confusion. Much of that
confusion would stem from reporting two financial
performance measures (net income and comprehen-
sive income) and users’ inability to determine which
measure was the appropriate one for investment deci-
sions, credit decisions, or capital resource allocation.
Many of those respondents argued that the items
identified as other comprehensive income were not
performance related and that it would be not only
confusing but also misleading to require that those
items be included in a performance statement.
Finally, some respondents indicated that comprehen-
sive income would be volatile from period to period
and that that volatility would be related to market
forces beyond the control of management. In their
view, therefore, it would be inappropriate to highlight
that volatility in a statement of financial performance.
Other respondents said that comprehensive income
was more a measure of entity performance than it
was of management performance and that it was
therefore incorrect to argue that it should not be char-
acterized as a performance measure because of man-
agement’s inability to control the market forces that
could result in that measure being volatile from
period to period.

61. Many respondents suggested that the Board
could achieve the desired transparency for the com-
ponents of other comprehensive income by requiring
that they be displayed in an expanded statement of
changes in equity or in a note to the financial state-
ments. Respondents said that either of those types of
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display would be more acceptable than display in a
performance statement because the components of
other comprehensive income would not be character-
ized as being performance related.

62. In response to constituents’ concerns about the
requirement in the Exposure Draft to report compre-
hensive income and its components in a statement of
financial performance, the Board considered three
additional approaches in its redeliberations. The first
approach would require disclosure of comprehensive
income and its components in a note to the financial
statements. The second approach would require the
display of comprehensive income and its compo-
nents in a statement of changes in equity. The third
approach would require the reporting of comprehen-
sive income and its components in a financial state-
ment that is displayed with the same prominence as
other financial statements, thereby permitting an en-
terprise to report the components of comprehensive
income in one or two statements of financial per-
formance as proposed by the Exposure Draft or in a
statement of changes in equity if that statement was
presented as a financial statement.

63. The Board decided against permitting an enter-
prise to disclose comprehensive income and its com-
ponents in a note to the financial statements. The
Board acknowledged that it could justify note disclo-
sure because it would provide important information
in the interim while the conceptual issues surround-
ing comprehensive income reporting were studied in
more depth. However, the Board decided that such
disclosure would be inconsistent with the Concepts
Statements, which both define comprehensive in-
come and call for the reporting of it as part of a full
set of financial statements. The Board also agreed
that only disclosure of comprehensive income and its
components was inconsistent with one of the objec-
tives of the project, which was to take a first step to-
ward the implementation of the concept of compre-
hensive income by requiring that its components be
displayed in a financial statement.

64. The Board also decided against requiring that an
enterprise display comprehensive income and its
components in a statement of changes in equity. APB
Opinion No. 12, Omnibus Opinion—1967, requires
that an enterprise report changes in stockholders’ eq-
uity accounts other than retained earnings whenever
both financial position and results of operations are
presented. However, paragraph 10 of Opinion 12
states that “disclosure of such changes may take the
form of separate statements or may be made in the
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basic financial statements or notes thereto.” The
Board agreed that it was important for information
about other comprehensive income and total compre-
hensive income to be displayed in a financial state-
ment presented as prominently as other financial
statements that constitute a full set of financial state-
ments. Because Opinion 12 permits an enterprise to
report changes in equity in a note to the financial
statements, the Board agreed that if it required an en-
terprise to display comprehensive income and its
components in a statement of changes in equity that it
would first have to implement a requirement for all
enterprises to provide such a statement. The Board
also acknowledged that the Securities and Exchange
Commission requires that public enterprises provide
information about changes in equity but, similar to
Opinion 12, those requirements permit an enterprise
to display that information in a note to the financial
statements. !0 The Board noted that some enterprises
might not have items of other comprehensive income
and decided that it would be burdensome to require
that those enterprises provide a statement of changes
in equity when the impetus for that requirement did
not apply to them. The Board also noted that some
enterprises might have only one item of other com-
prehensive income and that those enterprises might
prefer to report that item below net income in a single
statement instead of creating a separate statement of
changes in equity to report that amount.

65. The Board decided that it could achieve the de-
sired transparency for the components of other com-
prehensive income and at the same time be respon-
sive to the concerns of its constituents by permitting a
choice of displaying comprehensive income and its
components (a) in one or two statements of financial
performance (as proposed by the Exposure Draft) or
(b) in a statement of changes in equity. The Board de-
cided that if an enterprise opted to display compre-
hensive income in a statement of changes in equity,
that statement must be presented as part of a full set
of financial statements and not in the notes to the fi-
nancial statements.

66. The Board also decided that until it addresses the
conceptual issues surrounding the reporting of com-
prehensive income, it should not require presentation
of comprehensive income as a measure of financial
performance. Consequently, the Board agreed to
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eliminate references to comprehensive income as a
performance measure in the standards section of the
final Statement. Therefore, this Statement requires
that all items that are recognized under accounting
standards as components of comprehensive income
be reported in a financial statement that is displayed
with the same prominence as other financial state-
ments that constitute a full set of financial statements
that report financial position, results of operations,
and cash flows.

67. The Board decided to encourage an enterprise to
report comprehensive income and the components of
other comprehensive income in an income statement
below the total for net income or in a separate state-
ment of comprehensive income that begins with net
income as originally proposed by the Exposure Draft.
The Board believes that displaying comprehensive
income in an income-statement-type format is more
consistent with the Concepts Statements and there-
fore is conceptually superior to displaying it in a
statement of changes in equity. That type of display
also is consistent with the all-inclusive income con-
cept. Furthermore, display of comprehensive income
in an income-statement-type format provides the
most transparency for its components. Also, it may
be more practical for an enterprise that has several
items of other comprehensive income to display
them outside a statement of changes in equity.
Finally, display in an income-statement-type format
is consistent with the Board’s desire to implement a
broader-scope project on comprehensive income that
ultimately could move toward reporting comprehen-
sive income and its components in a statement of
financial performance.

Displaying a total for comprehensive income

68. The Board decided to retain the requirement in
the Exposure Draft to display a total amount for com-
prehensive income in the financial statement in
which its components are displayed regardless of
whether an enterprise chooses to display those com-
ponents in an income-statement-type format or in a
statement of changes in equity. The Board agreed that
that total will demonstrate articulation between an
enterprise’s financial position at the end of the period
and all aspects of its financial activities for the period,

10SEC Regulation S-X, Section 210.3-04, “Changes in Other Stockholders’ Equity,” states that “an analysis of the changes in each caption of
other stockholders’ equity presented in the balance sheets shall be given in a note or separate statement. This analysis shall be presented in the
form of a reconciliation of the beginning balance to the ending balance for each period for which an income statement is required to be filed with

all significant reconciling items described by appropriate captions.”
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thereby enhancing the understandability of the state-
ments. Also, that total will provide enhanced compa-
rability between enterprises by providing a bench-
mark for users.

Describing the total for comprehensive income

69. The term comprehensive income is used consis-
tently in this Statement to describe the total of all
components of comprehensive income, including net
income. However, the Board decided not to require
that an enterprise use that term in financial statements
because it traditionally has not specified how particu-
lar amounts should be labeled and often has simply
required that a “descriptive label” be used. In prac-
tice, a variety of terms, such as net income, net earn-
ings, or earnings, are used to describe the total ap-
pearing at the bottom of a statement that reports the
results of operations.

70. Many respondents to the Exposure Draft indi-
cated that the term comprehensive income should not
be used. They said that the term is misleading be-
cause the amount is neither “comprehensive” nor
“income.” Although the Exposure Draft did not re-
quire use of the term comprehensive income, its con-
sistent usage throughout the document (and in its
title) gave respondents the impression that it was
required.

71. The Board discussed whether using the term
comprehensive income would be misleading. The
Board agreed that comprehensive income is “in-
come” because changes in equity (changes in assets
and liabilities) are identified by the Concepts State-
ments as revenues, expenses, gains, and losses. The
Board acknowledged that comprehensive income
will never be completely “comprehensive” because
there always will be some assets and liabilities that
cannot be measured with sufficient reliability. There-
fore, those assets and liabilities as well as the changes
in them will not be recognized in the financial state-
ments. For example, the internally generated intan-
gible asset often referred to as intellectual capital is
not presently measured and recognized in financial
statements. The Board agreed that comprehensive in-
come is “comprehensive” to the extent that it in-
cludes all recognized changes in equity during a pe-
riod from transactions and other events and
circumstances from nonowner sources. The Board
acknowledged that there are certain changes in equity
that have characteristics of comprehensive income
but that are not presently included in it. (Refer to
paragraphs 108-119.) Those items may be addressed
in a broader-scope project on comprehensive income.
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72. In considering other terminology that could be
used to describe the aggregate total referred to by this
Statement as comprehensive income, the Board ac-
knowledged that in paragraph 13 of Concepts State-
ment 5, the terms comprehensive income and total
nonowner changes in equity are used as synonyms:
“A full set of financial statements for a period should
show . . . comprehensive income (total nonowner
changes in equity) for the period” (footnote reference
omitted). In paragraph 40 of that Concepts Statement
the Board noted that:

Just as a variety of terms are used for net
income in present practice, the Board antici-
pates that total nonowner changes in equity,
comprehensive loss, and other equivalent
terms will be used in future financial state-
ments as names for comprehensive income.

Nonetheless, the term comprehensive income is used
consistently throughout the remainder of Concepts
Statement 5 and throughout Concepts Statement 6.

73. In its redeliberations, the Board discussed
whether it should continue using the term compre-
hensive income in this Statement. The Board be-
lieves that as a result of the Exposure Drafts on com-
prehensive income and derivatives and hedging, the
term comprehensive income has become more famil-
iar and better understood. Although some constitu-
ents argued that the items described as other compre-
hensive income are not “true” gains and losses, they
are defined as gains and losses by the Concepts State-
ments. Therefore, the Board decided that it is appro-
priate to continue using the term comprehensive in-
come rather than total nonowner changes in equity in
this Statement.

74. The Board also reasoned that once it addresses
the conceptual issues in a broader-scope project on
comprehensive income, it can consider requiring
comprehensive income to be reported in a statement
of financial performance. If comprehensive income
was ultimately to be reported in a statement of finan-
cial performance, the term comprehensive income is
more descriptive of a performance measure than are
other terms such as total nonowner changes in equity.
Therefore, the Board decided that it would be instruc-
tional to continue using the term comprehensive in-
come throughout this Statement. However, it decided
to clarify that the term comprehensive income is not
required and that other terms may be used to describe
that amount. The Board decided to make that clarifi-
cation by including a footnote reference to para-
graph 40 of Concepts Statement 5 in this Statement.
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Displaying per-share amounts for
comprehensive income

75. The Exposure Draft proposed that a public enter-
prise should display a per-share amount for compre-
hensive income. The Board thought that it was im-
portant that comprehensive income receive
appropriate attention and was concerned that it could
be perceived as being inferior to measures such as net
income if a per-share amount were not required.
Moreover, the Board decided that a requirement to
display a per-share amount would impose little or no
incremental cost on an enterprise.

76. Most respondents were opposed to the require-
ment for a per-share amount for comprehensive in-
come. They argued that a per-share amount would
give comprehensive income more prominence than
net income and would result in confusion, especially
if analysts quote earnings per share for some enter-
prises and comprehensive income per share for oth-
ers. Many respondents suggested that until the Board
addresses the conceptual issues involved in reporting
comprehensive income (such as when components
of comprehensive income should be recognized in fi-
nancial statements, how those components should be
measured, and the criteria for inclusion of those items
in net income or in other comprehensive income), it
was premature to require a per-share amount for it.

77. The Board decided to eliminate the requirement
for a per-share amount for comprehensive income in
this Statement. The Board agreed with those re-
spondents that said the conceptual issues involved in
reporting comprehensive income should be ad-
dressed before requiring a per-share amount. Further-
more, the Board thought that a requirement for a per-
share amount was inconsistent with its decisions to
(a) permit an enterprise to display comprehensive in-
come and its components in a statement of changes
in equity and (b) not require an enterprise to report
comprehensive income as a performance measure.

Including cumulative accounting adjustments in
comprehensive income

78. In addressing what items should be included in
comprehensive income, the Board considered
whether the effects of certain accounting adjustments
related to earlier periods, such as the principal ex-
ample in current practice—cumulative effects of
changes in accounting principles—should be re-
ported as part of comprehensive income. Revenues,
expenses, gains, and losses of the current
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period—including those that bypass the income
statement and go directly to equity—are all clearly
part of comprehensive income and were not at issue.

79. The Board considered the definition of compre-
hensive income in Concepts Statement 5, which
states that “‘comprehensive income is a broad meas-
ure of the effects of transactions and other events on
an entity, comprising all recognized changes in eq-
uity (net assets) of the entity during a period . . . ex-
cept those resulting from investments by owners and
distributions to owners” (paragraph 39; footnote ref-
erence omitted; emphasis added). Concepts State-
ment 5 further indicates that comprehensive income
includes cumulative accounting adjustments. The
Board continues to support that definition and, there-
fore, decided to include cumulative accounting ad-
justments as part of comprehensive income.

80. The Board considered two alternatives for dis-
playing cumulative accounting adjustments in finan-
cial statements: (a) include cumulative accounting
adjustments in comprehensive income by displaying
them as part of other comprehensive income and
(b) include cumulative accounting adjustments in
comprehensive income by continuing to display
them as part of net income.

81. The first alternative, display cumulative account-
ing adjustments as part of other comprehensive in-
come, would have allowed the Board to begin to
implement the concept of earnings as described in
Concepts Statement 5, because cumulative account-
ing adjustments would no longer be included
in net income. Concepts Statement 5 describes
earnings as “‘a measure of performance for a period
and to the extent feasible excludes items that are ex-
traneous to that period—items that belong primarily
to other periods” (paragraph 34, footnote reference
omitted). Earnings, so defined, excludes cumulative
effects of changes in accounting principle. Nonethe-
less, earnings have been included in net income since
Opinion 20. As a result, earnings is similar to, but not
necessarily the same as, net income in current
practice.

82. The Board committed at the outset to limit the
project’s scope to display of comprehensive income.
The Board’s decision to continue to display cumula-
tive accounting adjustments as part of net income re-
sulted more from adherence to that scope commit-
ment than to the merits of the arguments for either
alternative.
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Display of components of comprehensive income

83. The Board considered two issues related to the
display of components of comprehensive income:
(a) whether comprehensive income should be di-
vided into two broad display classifications, net in-
come and other comprehensive income, and (b) how
other comprehensive income should be classified for
display in a financial statement.

Dividing comprehensive income into net income
and other comprehensive income

84. The Board decided that comprehensive income
should be divided into two broad display classifica-
tions, net income and other comprehensive income.
The Board reasoned that the division would gener-
ally preserve a familiar touchstone for users of
financial statements.

85. For similar reasons, the Board also decided not
to change the remaining display classifications of net
income (that is, continuing operations, discontinued
operations, extraordinary items, and cumulative-
effect adjustments).

Display classifications for other comprehensive
income

86. The Board looked to both the Concepts State-
ments and current practice in considering how the
components of other comprehensive income might
be classified for purposes of display. The Concepts
Statements provide general guidance about classifi-
cation, with homogeneity of items being identified as
a key factor and the need to combine items that have
essentially similar characteristics (and the need to
segregate those that do not have similar characteris-
tics) being emphasized.

87. Inidentifying current practice, the Board consid-
ered the results of an FASB staff study of a sample of
financial statements that revealed that most enter-
prises classify balances of items of other comprehen-
sive income in the equity sections of their statements
of financial position according to the accounting
standards to which those items relate. Because those
accounting standards result in items of comprehen-
sive income that are quite different from one another
(for example, the items arising under Statement 52
on foreign currency are quite different from those
arising under Statement 87 on pensions), the staff’s
findings were that existing practice is consistent with
the guidance in the Concepts Statements.

FASB Statement of Standards

88. Based on those considerations, the Board de-
cided that the classification of items of other compre-
hensive income should be based on the nature of the
items. The Board also concluded that the current
practice of classifying items according to existing
standards generally is appropriate at the present time.
However, future standards may result either in addi-
tional classifications of other comprehensive income
or in additional items within current classifications of
other comprehensive income.

89. The Board also considered the need to display
reclassification adjustments. Those adjustments are
necessary to avoid double counting certain items in
comprehensive income. For example, gains realized
during the current period and included in net income
for that period may have been included in other com-
prehensive income as unrealized holding gains in the
period in which they arose. If they were, they would
have been included in comprehensive income in the
period in which they were displayed in other compre-
hensive income and must be offset in the period in
which they are displayed in net income.

90. The current-period change in the balance of par-
ticular items of other comprehensive income could
be displayed gross or net. If reported gross, reclassifi-
cation adjustments are reported separately from other
changes in the balance; thus, the total change is dis-
played as two amounts. If reported net, reclassifica-
tion adjustments are combined with other changes in
the balance; thus, the total change is displayed as a
single amount. Both approaches are illustrated in
Appendix B, Format A.

91. The Board decided that an enterprise should use
a gross display for classifications of other compre-
hensive income where it is practicable to ascertain
the amount of reclassification adjustments for par-
ticular items within that classification. The Board
concluded that it should be practicable for an enter-
prise to calculate reclassification adjustments for se-
curities and other financial instruments and for for-
eign currency translation items but that it is not
practicable for an enterprise to calculate reclassifica-
tion adjustments for minimum pension liability ad-
justments. Therefore, an enterprise is required to use
a gross display for classifications of other compre-
hensive income resulting from gains and losses on
securities and other financial instruments and for for-
eign currency items and to use a net display for the
classification of other comprehensive income result-
ing from minimum pension liability adjustments.
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92. The Board decided that under a gross display, an
enterprise could display reclassification adjustments
either as a single section within other comprehensive
income or as part of the classification of other com-
prehensive income to which those adjustments relate
(such as foreign currency items or gains and losses
on available-for-sale securities). However, if all re-
classification adjustments are displayed in a single
section within other comprehensive income, they
should be descriptively labeled so that they can be
traced to their respective classification within other
comprehensive income. For example, the reclassifi-
cation adjustments should be labeled as relating to
available-for-sale securities or foreign currency
items.

93. The notice for recipients of the Exposure Draft
asked if it would be practicable to determine reclassi-
fication amounts for (a) gains and losses on
available-for-sale securities, (b) foreign currency
items, and (c) minimum pension liability adjust-
ments. A majority of the respondents that commented
on reclassification adjustments generally agreed that
it would be practicable to determine reclassification
adjustments for available-for-sale securities and for-
eign currency items but that it would not be practi-
cable to determine a reclassification adjustment for
minimum pension liability adjustments.

94. In response to other comments from constituents
about reclassification adjustments, the Board decided
to (a) include an example illustrating the calculation
of reclassification adjustments for available-for-sale
securities, (b) clarify that the requirement for a reclas-
sification amount for foreign currency translation ad-
justments is limited to translation gains and losses re-
alized upon sale or complete or substantially
complete liquidation of an investment in a foreign
entity, (c) encourage, but not require, reclassification
adjustments for earlier period financial statements
presented for comparison to the first period in which
this Statement is adopted, and (d) permit an enter-
prise to display reclassification adjustments on the
face of the financial statement where comprehensive
income is reported or in a note to the financial state-
ments. Therefore, for all classifications of other com-
prehensive income other than minimum pension li-
ability adjustments, an enterprise may either (1) use a
gross display on the face of the financial statement or
(2) use a net display on the face of the financial state-
ment and disclose the gross changes in the notes to
the financial statements.

95. The Board also decided that an enterprise should
display the accumulated balance of other comprehen-
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sive income in the equity section of the statement of
financial position separately from retained earnings
and additional paid-in capital and use a descriptive
title such as accumulated other comprehensive in-
come for that separate component of equity. So that
users of financial statements are able to trace the
component of other comprehensive income dis-
played in a financial statement to its corresponding
balance, the Board decided that an enterprise should
disclose accumulated balances for each classification
in that separate component of equity on the face of a
statement of financial position, in a statement of
changes in equity, or in notes to the financial state-
ments. Each display classification should correspond
to display classifications used elsewhere in the same
set of financial statements for components of other
comprehensive income.

Display of comprehensive income in one or two
statements of financial performance

96. The Exposure Draft proposed that an enterprise
should be required to display the components of
comprehensive income in either one or two state-
ments of financial performance. In addressing
whether comprehensive income should be displayed
in one or two statements of financial performance,
the Board noted that accounting standards in the
United Kingdom require that the equivalent to com-
prehensive income be displayed in two statements.
The Board concluded that a two-statement approach
might be preferred by many constituents. However,
some enterprises with few items of other comprehen-
sive income might prefer to display comprehensive
income by means of a single statement and they
should not be prohibited from doing so.

97. Respondents to the Exposure Draft provided
mixed views about whether the Board should permit
a choice of displaying comprehensive income in one
statement or two statements of financial perform-
ance. Of the respondents that agreed with the Board’s
decision to permit a choice of one or two statements,
some stated that the preparer should be allowed to
decide which format best depicts the enterprise’s
other comprehensive income items. Most of the re-
spondents that disagreed with the Board’s decision to
permit a choice of one or two statements indicated
that the Board should mandate the two-statement ap-
proach because that type of display could alleviate
confusion by clearly distinguishing between net in-
come and comprehensive income. Based on com-
ments from constituents, the Board found no compel-
ling reason to eliminate either the one-statement
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approach or the two-statement approach for those en-
terprises that choose to display comprehensive
income in an income-statement-type format.

98. The Board also decided that an enterprise
should use a “reconciled” format for reporting com-
prehensive income whereby the components of
other comprehensive income are the reconciling
amounts between net income and comprehensive in-
come. That format makes the relationship between
net income and comprehensive income more appar-
ent and might better facilitate the transition to report-
ing comprehensive income.

99. Under a reconciled format, an enterprise that
chooses to display comprehensive income in an
income-statement-type format by using two state-
ments should begin the second statement with net in-
come, the bottom line of the first statement. An enter-
prise that chooses to display comprehensive income
in an income-statement-type format by using one
statement should include net income as a subtotal
within that statement. An enterprise that chooses to
display comprehensive income in a statement of
changes in equity should display net income in that
statement in such a way that it can be added to the
components of other comprehensive income to arrive
at total comprehensive income. Appendix B includes
illustrations of a one-statement and two-statement
approach as well as two illustrations of a statement-
of-changes-in-equity approach.

Display of related tax effects

100. The Board had two competing objectives in
considering whether the components of other com-
prehensive income should be displayed before or af-
ter their related tax effects. The first objective was to
facilitate the traceability of reclassification adjust-
ments from other comprehensive income to net in-
come. Because the corresponding net income com-
ponents generally are displayed before tax, to achieve
that objective, reclassification adjustments must be
displayed before tax and, consequently, other com-
prehensive income items also must be displayed
before tax in a financial statement.

101. The second objective was to show clearly how
other comprehensive income items change the accu-
mulated balance in equity. Because accumulated
other comprehensive income is displayed in the eq-
uity section of a statement of financial position net of
tax, to achieve that objective, it is necessary to dis-
play the changes that are incorporated into that bal-
ance net of tax.

FASB Statement of Standards

102. Some Board members were more concerned
about the traceability of reclassification adjustments
from other comprehensive income to net income
than they were about the transfer of other compre-
hensive income items to their accumulated balance in
equity. Therefore, they favored a display whereby an
enterprise would show all components of other com-
prehensive income on a before-tax basis and display
the tax effects of those items on one line, similar to
the way in which the tax effects for income from
continuing operations are displayed.

103. Other Board members thought that a net-of-tax
display would be acceptable as long as adequate dis-
closure of the related tax effects was provided so that
before-tax amounts could be ascertained. Further-
more, because of its decision to permit an enterprise
to display comprehensive income and its compo-
nents in a statement of changes in equity, the Board
thought that a net-of-tax display of the components
of other comprehensive income would be more prac-
tical in that statement because other items in that
statement are displayed net of related tax effects.

104. The Board concluded that regardless of
whether a before-tax or net-of-tax display was used,
adequate disclosure of the amount of income tax ex-
pense or benefit allocated separately to individual
components of other comprehensive income should
be provided. Furthermore, the Board concluded that
the tax disclosure provisions should be an integral
part of the comprehensive income standard.

105. The Board decided that an enterprise should be
permitted a choice of whether to display components
of other comprehensive income on a before-tax basis
or on a net-of-tax basis. Both display formats provide
adequate information as long as disclosures of the re-
lated tax effects are provided.

Conclusions on Other Issues

Including Prior-Period Adjustments in
Comprehensive Income

106. The Board considered whether items accounted
for as prior-period adjustments should be included in
comprehensive income of the current period. Opin-
ion 9, as amended by FASB Statement No. 16, Prior
Period Adjustments, requires that prior-period adjust-
ments be reflected as retroactive restatements of the
amounts of net income (and the components thereof)
and retained earnings balances (as well as other af-
fected balances) for all financial statements presented
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for comparative purposes. In single-period financial
statements, prior-period adjustments are reflected as
adjustments of the opening balance of retained earn-
ings. The Board decided that because of the require-
ment for retroactive restatement of earlier period fi-
nancial statements, items accounted for as prior-
period adjustments are effectively included in
comprehensive income of earlier periods and, there-
fore, should not be displayed in comprehensive
income of the current period.

Statement of Cash Flows Reporting

107. The Board considered whether the operating
section of an indirect-method statement of cash flows
or the reconciliation provided with the operating sec-
tion of a direct-method statement of cash flows
should begin with comprehensive income instead of
net income as is required by FASB Statement No. 95,
Statement of Cash Flows. When items of other com-
prehensive income are noncash items, they would
become additional reconciling items in arriving at
cash flows from operating activities and would add
additional items to the statement of cash flows with-
out adding information content. Thus, the Board
decided not to amend Statement 95.

Other Items Reported in Equity

108. Certain items are presently recorded in equity
that some respondents to the Exposure Draft thought
should be considered as items of other comprehen-
sive income. Those items are discussed below.

Deferred compensation expense and unearned
ESOP shares

109. The Board considered whether unearned or de-
ferred compensation expense, which is shown as a
separate reduction of shareholders’ equity pursuant to
APB Opinion No. 25, Accounting for Stock Issued to
Employees, should be included as an item of other
comprehensive income. Paragraph 14 of Opinion 25
requires recognition of unearned compensation
as a separate reduction of shareholders’ equity if
stock is issued in a plan before some or all of the
services are performed by the employee. According
to Opinion 25, in the subsequent periods in which the
employee performs services to the employer, the em-
ployer is required to reduce the unearned compensa-
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tion amount in shareholders’ equity and recognize
compensation expense for a corresponding amount.
Therefore, those transactions have both equity and
expense characteristics.

110. The Board also considered whether a reduction
of shareholders’ equity related to employee stock
ownership plans (ESOPs) should be included as an
item of other comprehensive income. AICPA State-
ments of Position 76-3, Accounting Practices for
Certain Employee Stock Ownership Plans, and 93-6,
Employers’ Accounting for Employee Stock Owner-
ship Plans, provide guidance on accounting for three
types of ESOPs: leveraged, nonleveraged, and pen-
sion reversion.!! The accounting for a leveraged
ESOP results in a direct reduction to shareholders’
equity in the form of a debit to unearned ESOP
shares both when an employer issues shares or sells
treasury shares to an ESOP and when a leveraged
ESOP buys outstanding shares of the employer’s
stock on the open market. As ESOP shares are com-
mitted to be released (SOP 93-6) or are released
(SOP 76-3), unearned ESOP shares are credited and,
depending on the purpose for which the shares are re-
leased, (a) compensation cost, (b) dividends payable,
or (c) compensation liabilities are debited. Transac-
tions in which unearned ESOP shares are credited
and compensation cost is debited have both equity
and expense characteristics.

111. The Board agreed that it could be argued that
the direct reductions to shareholders’ equity under
Opinion 25 and SOP 93-6 that will eventually be
recognized as compensation expense are items of
other comprehensive income. However, because
those transactions involve the company’s own stock,
an argument also could be made that those are trans-
actions with owners and hence are not other compre-
hensive income. In other words, those types of trans-
actions have both equity (transaction with owners)
characteristics and expense (comprehensive
income) characteristics.

112. The Board concluded that it was beyond the
scope of the project to determine whether deferred
compensation expense and reductions to equity re-
lated to ESOPs were items of other comprehensive
income. Therefore, until it makes a definitive deci-
sion about those items in a broader-scope project on
comprehensive income, those transactions are to be

S0P 93-6 superseded SOP 76-3 and is required for ESOP shares acquired after December 31, 1992. Employers are permitted, but not required,
to apply the provisions of SOP 93-6 to shares purchased by ESOPs on or before December 31, 1992, that have not been committed to be released

as of the beginning of the year of adoption.
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considered as equity transactions and are not to be
included as other comprehensive income.

Taxes not payable in cash

113. A reorganized enterprise may suffer net operat-
ing losses prior to reorganization that provide it with
significant tax advantages going forward. SOP 90-7,
Financial Reporting by Entities in Reorganization
Under the Bankruptcy Code, requires that a reorga-
nized enterprise record a “full tax rate” on its pretax
income although its actual cash taxes paid are mini-
mal because of those net operating loss carry-
forwards. “Taxes not payable in cash” are reported in
the income statement as an expense with a corre-
sponding increase to paid-in capital in shareholders’
equity.12

114. One respondent to the Exposure Draft con-
tended that the amount credited to paid-in capital for
taxes not payable in cash represented a “‘significant
economic or cash flow benefit” and “is a change in
equity from nonowner sources.” Therefore, that re-
spondent suggested that that amount should be
included as an item of other comprehensive income.

115. The Board agreed that the credit to paid-in capi-
tal resulting from taxes not payable in cash is not a
transaction with an owner. However, the Board de-
cided that that credit derives from the accounting
required upon reorganization that results in adjust-
ments to equity accounts based on reorganization
value. Therefore, although taxes not payable in cash
is not a transaction with an owner, it does not qualify
as comprehensive income because the credit to
paid-in capital stems from transactions and account-
ing that took place upon reorganization. In effect, the
credit to paid-in capital for taxes not payable in cash
adjusts transactions that were recorded in equity in an
earlier period and does not result from the current-
period debit to income tax expense. Therefore, the
Board decided that taxes not payable in cash should
not be included as an item of other comprehensive in-
come. In a broader-scope project, the Board may
consider whether the initial accounting upon reorga-
nization that results in adjustments to equity accounts
based on reorganization value should result in the
recognition of comprehensive income. If so, that
would ultimately affect the reporting of taxes not
payable in cash as part of comprehensive income.

FASB Statement of Standards

Gains and losses resulting from contracts that are
indexed to a company’s shares and ultimately
settled in cash

116. One respondent to the Exposure Draft indicated
that the Board should consider whether a gain or loss
arising from a contract that is indexed to a company’s
shares and ultimately settled in cash should be con-
sidered as an item of other comprehensive income.
EITF Issue No. 94-7, “Accounting for Financial In-
struments Indexed to, and Potentially Settled in, a
Company’s Own Stock,”!3 addresses four types of
freestanding contracts that a company may enter into
that are indexed to, and sometimes settled in, its own
shares: (a) a forward sale contract, (b) a forward pur-
chase contract, (c) a purchased put option, and (d) a
purchased call option. Those contracts may be settled
by physical settlement, net share settlement, or net
cash settlement.

117. Issue 94-7 indicates that contracts that give the
company a choice of net cash settlement or settle-
ment in its own shares are equity instruments and
should be measured initially at fair value. If such con-
tracts are ultimately settled in cash, the amount of
cash paid or received should be an adjustment to con-
tributed capital. The Board considered whether the
amount of cash paid or received (which represents a
loss or gain on the contract) should be included as an
item of other comprehensive income.

118. In Issue 94-7, the Emerging Issues Task Force
reached a consensus that contracts that give the com-
pany a choice of net cash settlement or settlement in
its own shares are equity instruments. Comprehen-
sive income excludes all changes in equity resulting
from investments by owners. Therefore, the Board
decided that until it addresses that issue in a broader-
scope project, a net cash settlement resulting from a
change in value of such a contract should be treated
as a change in value of an equity instrument and
should not be considered as an item of comprehen-
sive income.

Other paid-in capital transactions not addressed
119. The Board recognizes that there may be other

transactions that are reported as direct adjustments to
paid-in capital or other equity accounts that have

12Under SOP 90-7, “benefits realized from preconfirmation net operating loss carryforwards should first reduce reorganization values in excess
of amounts allocable to identifiable assets and other intangibles until exhausted and thereafter be reported as a direct addition to paid-in capital.”

13Issue 94-7 was combined with and codified in EITF Issue No. 96-13, “Accounting for Sales of Options or Warrants on Issuer’s Stock with

Various Forms of Settlement.”

FAS130-22



Reporting Comprehensive Income

characteristics similar to items that the Board has
identified as other comprehensive income. Instead of
addressing those transactions on a piecemeal basis,
the Board decided that transactions required by gen-
erally accepted accounting principles to be recog-
nized in paid-in capital or other similar nonincome
equity accounts are not to be displayed as other com-
prehensive income. However, the Board may collec-
tively address those types of transactions in a
broader-scope project on comprehensive income.

Display of Other Comprehensive Income under the
Equity Method of Accounting

120. Under APB Opinion No. 18, The Equity
Method of Accounting for Investments in Common
Stock, an investor records its proportionate share of
the investee’s net income (net loss) as investment in-
come along with a corresponding increase (decrease)
to the investment account. Several respondents to the
Exposure Draft asked the Board to address the ques-
tion of how an investor should record its proportion-
ate share of the investee’s other comprehensive
income.

121. Paragraph 19(e) of Opinion 18 states that a
transaction of an investee of a capital nature that af-
fects the investor’s share of stockholders’ equity of
the investee should be accounted for as if the investee
were a consolidated subsidiary. Therefore, an inves-
tor records its proportionate share of the investee’s
equity adjustments for other comprehensive income
(unrealized gains and losses on available-for-sale se-
curities, minimum pension liability adjustments, and
foreign currency items) as increases or decreases to
the investment account with corresponding adjust-
ments in equity. Under this Statement, an enterprise
may elect to display other comprehensive income in
an income-statement-type format (below net income
or in a separate statement beginning with net income)
or in a statement-of-changes-in-equity format.

122. The Board decided that the format in which an
investee displays other comprehensive income
should not impact how an investor displays its pro-
portionate share of those amounts. Therefore, regard-
less of how an investee chooses to display other com-
prehensive income, an investor should be permitted
to combine its proportionate share of those amounts
with its own other comprehensive income items and
display the aggregate of those amounts in an income-
statement-type format or in a statement of changes in

equity.
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Other Comprehensive Income of Subsidiaries

123. The October 1995 FASB Exposure Draft of a
proposed Statement, Consolidated Financial State-
ments: Policy and Procedures, would require that a
portion of the net income or loss of a subsidiary that
is not wholly owned be attributed to the noncontrol-
ling interest (minority interest) on the basis of its pro-
portionate interest in the subsidiary’s net income or
loss. The net income attributable to the noncontrol-
ling interest would be deducted from consolidated
net income to arrive at an amount called net income
attributable to the controlling interest. If that State-
ment is finalized as proposed, the Board will have to
determine whether other comprehensive income will
be attributed to the noncontrolling and controlling in-
terests on the same basis as items of net income and
how the amounts attributed to those interests will be
displayed.

Interim-Period Reporting

124. The Exposure Draft proposed that a publicly
traded enterprise should be required to report an
amount for total comprehensive income in con-
densed financial statements of interim periods issued
to shareholders. In its redeliberations, the Board ac-
knowledged that requiring information about total
comprehensive income without requiring informa-
tion about its components might result in a limited
understanding of an enterprise’s activities and con-
sidered whether it also should require a publicly
traded enterprise to report the components of other
comprehensive income at interim periods.

125. The Board was concerned that adding a re-
quirement for interim-period financial information
about the components of other comprehensive in-
come might create a disincentive for voluntary re-
porting of interim financial information, particularly
for those enterprises that disagree with the annual re-
porting of comprehensive income. The Board de-
cided that if there is a significant difference between
total comprehensive income and net income in in-
terim periods, an enterprise would be inclined to ex-
plain that difference by disclosing the components.
Furthermore, the Board decided that it should not al-
ter the Exposure Draft’s interim-period reporting re-
quirements by mandating additional information.
Therefore, the Board decided to retain the require-
ment for a publicly traded enterprise to report total
comprehensive income in condensed financial state-
ments of interim periods issued to shareholders.
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Effective Date and Transition

126. The Board proposed in the Exposure Draft that
this Statement should be effective for fiscal years be-
ginning after December 15, 1996, for all enterprises.
That effective date was established under the pre-
sumption that a Statement would be issued in the first
quarter of 1997. Because the Statement was not is-
sued until late in the second quarter of 1997, the
Board decided to postpone the effective date until fis-
cal years beginning after December 15, 1997. In de-
ciding on that effective date, the Board agreed that
the costs and start-up time associated with imple-
menting this Statement should be minimal and that,
with the exception of reclassification adjustments, an
enterprise will only be displaying information cur-
rently available in a different format.

127. The Board also decided to permit an enterprise,
for fiscal years beginning prior to December 16,
1997, initially to apply the provisions of this State-
ment for a fiscal year for which annual financial
statements have not previously been issued. If the
Statement is adopted prior to the effective date and
during an interim period other than the first interim
period, all prior interim periods of that fiscal year
must be reclassified.

128. The Board decided that an enterprise should be
required to apply the provisions of this Statement to
comparative financial statements provided for earlier
periods to make them comparable to the financial
statements for the current period. An enterprise
should not encounter difficulties in reclassifying ear-
lier periods’ financial statements because the infor-
mation required to be displayed by this Statement
previously was displayed in the statement of changes
in equity, the equity section of the statement of finan-
cial position, or in notes to the financial statements.
The Board decided not to require, but to encourage,
an enterprise to display reclassification adjustments
for earlier period financial statements presented for
comparison to the first period in which this Statement
is adopted.

Appendix B

ILLUSTRATIVE EXAMPLES

[Note: For not-for-profit organizations and all
other entities that prepare consolidated financial
statements prior to the adoption of Statement 160
(effective for fiscal years, and interim periods
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within those fiscal years, beginning on or after
12/15/08), paragraph 129 should read as follows:]

129. This appendix provides illustrations of report-
ing formats for comprehensive income, required dis-
closures, and a corresponding statement of financial
position. The illustrations are intended as examples
only; they illustrate some recommended formats.
Other formats or levels of detail may be appropriate
for certain circumstances. An enterprise is encour-
aged to provide information in ways that are most
understandable to investors, creditors, and other
external users of financial statements. For simplicity,
the illustrations provide information only for a single
period; however, the Board realizes that most enter-
prises are required to provide comparative financial
statements.

[Note: After the adoption of Statement 160, by
business entities that prepare consolidated finan-
cial statements, or the adoption of Statement 164
(effective prospectively in the first set of initial or
annual financial statements for a reporting period
beginning on or after December 15, 2009) by not-
for-profit entities that prepare consolidated finan-
cial statements, paragraph 129 and footnote 14
should read as follows:]

129. This appendix provides illustrations of report-
ing formats for comprehensive income, required dis-
closures, and a corresponding statement of financial
position. The illustrations are intended as examples
only; they illustrate some recommended formats.
Other formats or levels of detail may be appropriate
for certain circumstances. An enterprise is encour-
aged to provide information in ways that are most
understandable to investors, creditors, and other ex-
ternal users of financial statements. For simplicity,
the illustrations provide information only for a single
period; however, the Board realizes that most enter-
prises are required to provide comparative financial
statements. ' #

14Appendix A of ARB 51 illustrates one method for reporting com-
prehensive income if the entity has one or more less-than-wholly-
owned subsidiaries.

130. Brackets are used to highlight certain basic to-
tals that must be displayed in financial statements to
comply with the provisions of this Statement. This
Statement requires not only displaying those certain
basic totals but also reporting components of those
aggregates. For example, it requires reporting infor-
mation about unrealized gains and losses on
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available-for-sale securities, foreign currency items,
gains or losses associated with pension or other post-
retirement benefits, prior service costs or credits asso-
ciated with pension or other postretirement benefits,
and transition assets or obligations associated with
pension or other postretirement benefits.

131. The illustrations use the term comprehensive
income to label the total of all components of com-
prehensive income, including net income. The illus-

FAS130

trations use the term other comprehensive income to
label revenues, expenses, gains, and losses that are
included in comprehensive income but excluded
from net income. This Statement does not require
that an enterprise use those terms in its financial
statements. Other equivalent terms, such as fotal non-
owner changes in equity, can be used as labels for
what this Statement refers to as comprehensive
income.
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Format A: One-Statement Approach
Enterprise

Statement of Income and Comprehensive Income

Year Ended December 31, 20X9

FASB Statement of Standards

Revenues $140,000
Expenses (25,000)
Other gains and losses 8,000
Gain on sale of securities 2,000
Income from operations before tax 125,000
Income tax expense (31,250)
Income before extraordinary item 93,750
Extraordinary item, net of tax (30,500)
[[ Net income 63,250 ]
Other comprehensive income, net of tax:
Foreign currency translation adjustments® 8,000
Unrealized gains on securities:?
Unrealized holding gains arising during period $13,000
Less: reclassification adjustment for gains included in net income (1,500) 11,500
Defined benefit pension plans:©
Prior service cost arising during period (1,600)
Net loss arising during period (1,000)
Less: amortization of prior service cost included in net periodic
pension cost 100 (2,500)
Other comprehensive income 17,000
[ Comprehensive income $ 80,250 ]

Alternatively, components of other comprehensive income could be displayed before tax with one amount

shown for the aggregate income tax expense or benefit:

Other comprehensive income, before tax:

Foreign currency translation adjustments® $10,666
Unrealized gains on securities:?
Unrealized holding gains arising during period $17,333
Less: reclassification adjustment for gains included in net
income (2,000) 15,333
Defined benefit pension plans:©
Prior service cost arising during period (2,133)
Net loss arising during period (1,333)
Less: amortization of prior service cost included in net
periodic pension cost 133 (3,333)
Other comprehensive income, before tax 22,666
[ Income tax expense related to items of other comprehensive income (5,666)]
Other comprehensive income, net of tax $17,000

*[This footnote has been deleted. See Status page.]

At is assumed that there was no sale or liquidation of an investment in a foreign entity. Therefore, there is no reclassification adjustment for this
period.

PThis illustrates the gross display. Alternatively, a net display can be used, with disclosure of the gross amounts (current-period gain and reclassi-
fication adjustment) in the notes to the financial statements.

CThis illustrates the gross display. Alternatively, a net display can be used, with disclosure of the gross amounts (prior service cost and net loss for
the defined benefit pension plans less amortization of prior service cost) in the notes to financial statements.
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Format B: Two-Statement Approach

Enterprise
Statement of Income
Year Ended December 31, 20X9

FAS130

Revenues $140,000
Expenses (25,000)
Other gains and losses 8,000
Gain on sale of securities 2,000
Income from operations before tax 125,000
Income tax expense (31,250)
Income before extraordinary item 93,750
Extraordinary item, net of tax (30,500)
[ Net income $ 63,250 ]
Enterprise
Statement of Comprehensive Income
Year Ended December 31, 20X9
[[ Net income $63,250 ]
Other comprehensive income, net of tax:
Foreign currency translation adjustments® 8,000

Unrealized gains on securities:®

Unrealized holding gains arising during period

Less: reclassification adjustment for gains included in net
income

Defined benefit pension plans:©

$13,000

(1,500) 11,500

Prior service cost arising during period (1,600)
Net loss arising during period (1,000)
Less: amortization of prior service cost included in net periodic pension cost 100 (2,500)

Other comprehensive income
[ Comprehensive income

17,000
$80,250 ]

Alternatively, components of other comprehensive income could be displayed before tax with one amount
shown for the aggregate income tax expense or benefit as illustrated in Format A.

*[This footnote has been deleted. See Status page.]

At is assumed that there was no sale or liquidation of an investment in a foreign entity. Therefore, there is no reclassification adjustment for this
period.

PThis illustrates the gross display. Alternatively, a net display can be used, with disclosure of the gross amounts (current-period gain and reclassi-
fication adjustment) in the notes to the financial statements.

CThis illustrates the gross display. Alternatively, a net display can be used, with disclosure of the gross amounts (prior service cost and net loss for
defined benefit pension plans less amortization of prior service cost) in the notes to financial statements.
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Format D: Statement-of-Changes-in-Equity Approach (Alternative 2)

Enterprise
Statement of Changes in Equity
Year Ended December 31, 20X9

Retained earnings
Balance at January 1
Net income
Dividends declared on common stock
Balance at December 31

Accumulated other comprehensive income?
Balance at January 1

Unrealized gains on securities, net of reclassification
adjustment (see disclosure)

Foreign currency translation adjustments
Defined benefit pension plans:
Net prior service cost (see disclosure)
Net loss

Other comprehensive income

Comprehensive income

Balance at December 31
Common stock

Balance at January 1

Shares issued

Balance at December 31
Paid-in capital

Balance at January 1

Common stock issued

Balance at December 31
Total equity

Disclosure of reclassification amount:®

Unrealized holding gains arising during period

Less: reclassification adjustment for gains included in net income

Net unrealized gains on securities

Prior service cost from plan amendment during period

Less: amortization of prior service cost included in net periodic pension cost
Net prior service cost arising during period

Net loss arising during period

Defined benefit pension plans, net

AAll items of other comprehensive income are displayed net of tax.

$ 88,500

63,250
(10,000)

141,750

23,000

17,000

FAS130

[$6325 ]

11,500
8,000

(1,500)
(1,000
17,000

40,000

150,000
50,000
200,000

300,000
100,000
400,000
$781,750

$ 13,000
(1,500)

$ 11,500
$ (1,600
100
(1,500)
(1,000)

$ (2,500)

[$80250 ]

PItis assumed that there was no sale or liquidation of an investment in a foreign entity. Therefore, there is no reclassification adjustment for this

period.
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All Formats: Required Disclosure of Related Tax Effects Allocated to Each Component of Other
Comprehensive Income

Enterprise
Notes to Financial Statements
Year Ended December 31, 20X9

Tax
Before-Tax (Expense) Net-of-Tax
Amount or Benefit Amount
Foreign currency translation adjustments $10,666 $(2,666) $ 8,000
Unrealized gains on securities:
Unrealized holding gains arising during period 17,333 (4,333) 13,000
Less: reclassification adjustment for gains
realized in net income (2,000) 500 (1,500)
Net unrealized gains 15,333 (3,833) 11,500
Defined benefit pension plans:
Prior service cost from plan amendment during period (2,133) 533 (1,600)
Less: amortization of prior service cost included in net
periodic pension cost 133 (33) 100
Net prior service cost arising during period (2,000) 500 (1,500)
Net loss arising during period (1,333) 333 (1,000)
Defined benefit pension plans, net (3,333) 833 (2,500)
Other comprehensive income $22.666 $(5,666) $17,000

Alternatively, the tax amounts for each component can be displayed parenthetically on the face of the financial
statement in which comprehensive income is reported.

All Formats: Disclosure of Accumulated Other Comprehensive Income Balances

Enterprise
Notes to Financial Statements
Year Ended December 31, 20X9

Defined Accumulated
Foreign Unrealized Benefit Other
Currency Gains on Pension Comprehensive
_Items w Plans Income
Beginning balance $ (500) $25,500 $(2,000) $23,000
Current-period change 8,000 11,500 (2,500) 17,000
Ending balance $7.500 $37.000 $(4.500) $40,000

Alternatively, the balances of each classification within accumulated other comprehensive income can be dis-
played in a statement of changes in equity or in a statement of financial position.
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All Formats: Accompanying Statement of Financial Position

Statement of Financial Position
December 31, 20X9

Assets:
Cash
Accounts receivable
Available-for-sale securities
Plant and equipment
Total assets

Liabilities:
Accounts payable
Accrued liabilities
Liability for pension benefits
Notes payable
Total liabilities

Equity:
Common stock
Paid-in capital
Retained earnings
[ Accumulated other comprehensive income
Total equity
Total liabilities and equity

Enterprise
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$ 150,000
175,000
112,000
985,000

51422000

$ 112,500
78,583
130,667
318,500
5 640250

$ 200,000
400,000
141,750

40,000 ]
781,750
$1422.000
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Appendix C

ILLUSTRATIVE EXAMPLES OF THE
DETERMINATION OF RECLASSIFICATION
ADJUSTMENTS

132. This Statement requires that an enterprise deter-
mine reclassification adjustments for each classifica-
tion of other comprehensive income. An enterprise
may display reclassification adjustments on the face
of the financial statement in which comprehen-
sive income is reported, or it may disclose reclassifi-
cation adjustments in the notes to the financial
statements.

133. This appendix provides illustrations of the cal-
culation of reclassification adjustments for
Statement 115 available-for-sale securities. Illustra-
tion 1 is of available-for-sale equity securities, and
Illustration 2 is of available-for-sale debt securities.
The illustrations are intended as examples only; they
do not represent actual situations.

134. Ilustrations 1 and 2 involve a nonpublic enter-
prise that follows the practice of recognizing all unre-
alized gains and losses on available-for-sale securi-
ties in other comprehensive income before
recognizing them as realized gains and losses in net
income. Therefore, the before-tax amount of the re-
classification adjustment recognized in other com-
prehensive income is equal to, but opposite in sign
from, the amount of the realized gain or loss recog-
nized in net income.

Illustration 1: Statement 115 Available-for-Sale
Equity Securities

135. The available-for-sale equity securities in
this illustration appreciate in fair value. On Decem-
ber 31, 1997, Enterprise purchased 1,000 shares of
equity securities at $10 per share, which it classified

FASB Statement of Standards

as available for sale. The fair value of the securities at
December 31, 1998 and December 31, 1999 was $12
and $15, respectively. There were no dividends de-
clared on the securities that were sold on Decem-
ber 31, 1999. A tax rate of 30 percent is assumed.

Calculation of Holding Gains

Before Income Net of
Tax Tax Tax

Holding gains recognized
in other comprehensive

income:
Year ended
December 31,1998 $2,000 $ 600 $1,400
Year ended
December 31, 1999 3,000 900 2,100
Total gain $5,000 $1,500 $3,500

Amounts Reported in Net Income
and Other Comprehensive Income
for the Years Ended December 31, 1998

and December 31, 1999
1998 19%
Net income:

Gain on sale of securities $ 5,000
Income tax expense (1,500)

Net gain realized in net
income 3,500

Other comprehensive income:

Holding gain arising during
period, net of tax $1,400 2,100

Reclassification adjust-
ment, net of tax 0 (3,500)

Net gain (loss) recog-

nized in other compre-
hensive income 1,400 (1,400)

Total impact on comprehen-
sive income $1,400 $2,100
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Illustration 2: Statement 115 Available-for-Sale
Debt Securities

136. The available-for-sale interest-bearing debt
securities (bonds) in this illustration were pur-
chased at a premium to yield 6.5 percent. Interest
income is included in net income based on the
historical yield, and the bonds decline in fair
value during the first two years in which they
are held.

137. On December 31, 1995, registration of Micki
Inc.’s 8-year, 8 percent debentures, interest
payable annually, became effective and the
entire issue of $10,000,000 was sold at par. At the
end of each of the next four years, the closing

FAS130

prices and the related market interest rates to
maturity were as follows:

December 31 Price ($000) Yield (%)
1996 $102.6 7.5
1997 107.3 6.5
1998 96.1 9.0
1999 922 10.5

138. On December 31, 1997, Enterprise purchased
$1,000,000 of Micki Inc.’s bonds on the open market
at 107.3 and classified them as available for sale.
Enterprise continued to hold the bonds until Decem-
ber 31, 1999, at which time they were sold at 92.2.
Enterprise prepared the following schedules in rela-
tion to the bonds:

Cost-Based Carrying Amount, Interest Income,
and Premium Amortization

(@) (b) © @ ©
Ending
Beginning Cash Interest Premium Carrying
Carrying Received Interest Income Amortization Value
Year Value [8% x par] [(a) x 6.5%] [(b) = ()] [(a) = (d)]
1997 $1,073,000
1998 $1,073,000 $80,000 $69,745 $10,255 1,062,745
1999 1,062,745 80,000 69,078 10,922 1,051,823
Calculation of Before-Tax Holding Loss
(a) (b) (©) @ (e
Year Ending Holding
Ended Carrying Ending Change in Premium Loss
12/31 Value Fair Value Fair Value Amortization [(c) + (d)]
1997 $1,073,000 $1,073,000 $ 0
1998 1,062,745 961,000 (112,000) $10,255 $(101,745)
1999 1,051,823 922,000 (39,000) 10,922 (28,078)
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Net-of-Tax Holding Losses
(Assume a Tax Rate of 30 Percent)
Before Income Net of
Tax Tax Tax
Holding losses recognized in other comprehensive income:
Year ended December 31, 1998 $(101,745) $30,523 $(71,222)
Year ended December 31, 1999 (28,078) 8,423 (19,655)
Total loss $(129,323) $38,946 $(90,877)
Amounts Reported in Net Income and Other Comprehensive Income
for the Years Ended December 31, 1998 and December 31, 1999
1998 1999
Net income: o o
Interest income $ 69,745 $ 69,078
Loss on sale of bonds (129,823)
Income tax (expense) benefit (20,923) 18,223
Amounts realized in net income 48,822 (42,522)
Other comprehensive income (OCI):
Holding loss arising during period, net of tax (71,222) (19,655)
Reclassification adjustment, net of tax 90,877
Net (loss) gain recognized in other
comprehensive income (71,222) 71,222
Total impact on comprehensive income $(22,400) $ 28,700
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139. The following before-tax entries would be
made to record the purchase, accrue interest (using
the effective interest method based on cost), recog-
ninize the change in fair value, and record the sale:

December 31, 1997:

Investment in bonds $1,073,000
Cash

To record purchase of bond

December 31, 1998:

Cash 80,000

Investment in bonds
Interest income (to
earnings)
To record interest income on the
bond, amortize the premium,
and record cash received

Unrealized holding loss
(to OCI)

Investment in bonds

101,745
To adjust carrying amount of
bond to fair value

Accumulated OCI
Unrealized holding loss

101,745
Interest income 69,745
Retained earnings

To close nominal accounts to
real accounts at year-end

$1,073,000

10,255

69,745

101,745

101,745

69,745

December 31, 1999:

Cash
Investment in bonds

80,000

Interest income (to
earnings)
To record interest income on the
bond, amortize the premium,
and record cash received

Unrealized holding loss
(to OCI)
Investment in bonds

28,078

To adjust carrying amount of
bond to fair value

Accumulated OCI
Unrealized holding loss

To close nominal account
to real account at year-end

28,078

Cash
Loss on sale of securities
(to earnings)
Investment in bonds

922,000

129,823

Reclassification adjust-
ment (to OCI)
To record sale of bond

Reclassification
adjustment
Accumulated OCI
Retained earnings
Interest income

129,823

60,745
69,078
Loss on sale of
securities
To close nominal accounts
to real accounts at year-end
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10,922

69,078

28,078

28,078

922,000

129,823

129,823

129,823








