Headlines:

Exchanges of views on Financial Statement Presentation between Project Members IASB, FASB and the Sounding Board of Business Europe
A) Background for new cohesiveness model:

New categories seem to have been derived from the statement of financial position. Statement of comprehensive income and statement of cash flows are organized accordingly.

While the IASB indicates that it derives this requirement from the needs of users, more precisely Financial Analysts, BE members experience shows, that analysts focus on a different statements, e.g. the statement of cash flows or the (comprehensive) income statement, depending on (a) the type of company analyzed, (b) the background of the user (e.g. continental Europe vs Anglo-American and (c) the preference of the individual user and its approach and background, which is also proven by academic research
Is the chosen approach of the IASB (starting with statement of financial position) in line with this experience? How solid, particularly with respect to various “sub-categories” is the new designed cohesiveness model?
B) Definition of and content in categories:

Preparers (and users?) see the tension between fix categorization of content and management approach. Specifically between the category finance and (sub-) category operating finance. In different companies (also in the same industry) internal organization setup works differently, thus items would be allocated differently. BE strongly recommends to have enough flexibility with regard to categorization.
Examples are specific leasing arrangements or the accounting for the (net-) interest component of specific pension plans. If a management approach is not allowed with regard to categorization external reporting would not reflect the internal monitoring and steering.

Same applies to cash and the currently still existing cash equivalent. While some might consider them financing in full, others believe they are operating, while again others would indicate that parts of it is operating while other parts financing, depending on their business and how it is managed. 

Overall (recurring) question: why to present information that internally is not used at all by management to run the business (relevance of information needs to be proven)? Different type of information are important for different (type of) companies. 
C) Disaggregation of the statement of the comprehensive by function and by nature

BE raises concerns on three main issues:
· IASB seems to focus on the management approach, however according to all participants of the call no company currently collect information both by function and by nature for internal steering purposes (current use of non-GAAP measures seems to support that what management is looking at might be something different). The question was asked why this information should be useful for analysts, if companies do not use/need it for own purposes.

· Data Model: Reporting Systems currently aggregate the cost characteristics e.g. at each production step. Over a long value chain with several legal entities in a consolidated group involved it is not necessary to determinate this information. To gain this information on a correct basis it has to be done on article level. This should be also known out of the field tests.
· The changes would cause tremendous implementation costs. The point illustrated before would mean a complete new setup and customizing of ERP Systems from the very basic. How do these real costs, compare to the more intangible benefits? How can it be proven that the benefits are higher?

D) Indirect/direct statement of cash flow 

Although the new approach for the statement of cash flow was simplified, as it isn’t the full direct method any long, it still makes high demands to the systems and processes of the any preprare. Since most of the companies use the indirect method, the IT systems would have to be significantly changed (even for the “indirect-direct method”). An in depth analysis of costs and benefits has not taken place to far. Further, again not all information are equally relevant for all companies, e.g. cash received from customers in a retail business is perhaps of less to none importance compared to pharmaceutical or telecommunication companies. Nonetheless, all companies would suffer significant costs, even with the simplified model.
E) recurring / non recurring

Paragraph 155 in the staff draft requires presenting separately a material event or transaction that is unusual or occurs infrequently in a corresponding category in the statement of comprehensive income. What is the definition of “unusual” or “occurs infrequently”? The staff draft gives no adequate definition. Furthermore every definition could only be very vague and creates latitude of judgment. The comparability would be limited. In our opinion this information should not be shown separately in the statement of comprehensive income. A detailed explanation of the event or transaction in the notes or MD&A would be more appropriate and less judgmental.
While IASB staff indicated that this should be nothing new compared to existing guidance, BE participants to the call were not convinced by the new wording and considered them to be much more burdensome. It was questioned, what – in the current drafting the different to extraordinary items would be?

F) Internal vs. External View – Harmonization of internal and external communication
A tight definition of the categorization is also problematic for the harmonization of the internal and external communication. If the mandatory categorization dose not fit to the internal steering requirements non-GAAP figures will be created to assist investors to determine regular, recurring income figures. The communication of different key figures is external as well as internal undesirable. All companies would like to have a close link between internal accounting / controlling and external accounting.
Please note, this is not an official statement of BE with regard to the staff draft. It reflects primarily addressed topics / concerns out of our 45 min. lasting informal conference call with the respective FSP IASB / FASB project management.

