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UNITED KINGDOM

Dear Sir David,

I am writing on behalf of the ANC to comment on fireposals made in the ED “Presentation
of Items of Other Comprehensive Income” (hereattérred to as the “OCI project”).

The ANC considers that this project does not, by mmeans and because of the approach
taken, rank as a top priority, given the rather enorgent issues that the IASB should be
resolving following the financial crisis.

Although we are supportive of some of the proposasle by the Board in this ED regarding
the presentation within OCI, we remain strongly aggd to the main proposal consisting in
the elimination of the option to present the staetrof profit or loss and items of other
comprehensive income in two statements.

Indeed, the IASB’s arguments fail to convince ushaf added benefits provided by bringing
the two statements together, thus presenting ardingdtogether items of different
informational values, when the two statements aemdy required to be presented one after
another. Quite to the contrary, this further conem us that the IASB should rather address
the most pressing issue of how performance shaaildefined, including the role of OCI and
of recycling and of the measurement models applieich items.

Also, in our view, nothing significant has changgdce the previous attempt made by the
IASB which led to the presentation option and, @ligh the IASB is not proposing to

eliminate the profit or loss line, the ANC consgléhat the Board’s proposals will result in
diluting the concept of profit or loss.

Moreover, no post-implementation review of the poses amendment, only mandatorily
effective since 2009, ie for only one year, hasnbeede by the Board. The ANC has
undertaken such a review on the basis describéppendix 2. The results, which are no
demonstration by themselves but give good indicatishow that :

- an overwhelming majority of the major listed emidti(91%) required to apply IFRS
for their consolidated accounts use the presentagpion of two statements ;

- much discipline was generated by the requiremenprasent the two statements
consecutively since 94% of the entities which chosgresent two statements actually
do comply with this requirement, mostly on two page
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- it can be noted that there is a wide diversityowhhe different items within OCI are
presented, thus impairing the ability of usersemparing one entity to another - yet
this is a separate issue.

The ANC therefore concurs with Mr Engstrom’s altgive view, in that the debate regarding
performance has to take place prior to any furtheve by the IASB on this subject. In the
meantime, the ANC’s presentation preference remfinne in two statements so as to
maintain a clear distinction between profit or lcmsd OCI thus recognising that each
statement has its own informational value : perfomoe for the first, exposure to risks or
future performance for the latter.

If you have any questions concerning our commelasiot hesitate to contact us.
Yours sincerely,

ol

Jérdme Haas



Statement of profit or loss and other comprehensivencome

Question 1

The Board proposes to change the title of the rstaé of comprehensive income [to
‘Statement of profit or loss and other comprehemsincome’ when referred to in IFRSs and
its other publications.

Do you agree ? Why or why not ? What alternativeyolo propose ?

The ANC agrees with the Board’s decision to chatigedenomination of the statement in
acknowledgment of the IFRS community being troubbydthe “comprehensive income”
denomination. Such confusion evidences the negeskd fundamental debate to be carried
out regarding the notion of performance.

However, as the ANC is opposed to the proposal nmad@uestion 2, we would like to
suggest different denominations for consideratidbrthe Board, based on our position in
question 2 of retaining the current presentatiopailon :

“income statement” or “statement of profit or lossihd “statement of other non-
owner changes in equity” for the presentation ia statements ;

- “statement of profit or loss and other non-owndrargyes in equity” for the
presentation in one statement.

In our view, pending a fundamental review of théaoof performance, such a denomination
more accurately reflects the initial nature of titems which are now labelled “Other
comprehensive income (OCI) items” (see our answéyuestion 2).

Consequential amendments of such a denomination chge

However, if the Board wishes to make such a chahglenomination, the ANC wonders why
it proposes in 8 10 an example of another titlatiest may use. Indeed, we note that no
alternative title is included regarding the statetvad financial position in IAS 1.

Also, additional consequential amendments shouldnbee to the text as well as to the
examples provided in the application guidance Hevis :

- 883 (b) should read “total of profit or loss arttier comprehensive income” instead
of comprehensive income;

- in order to remain consistent, the first exampléhim application guidance which aims
at presenting a “statement of profit or loss artteptomprehensive income” should
have a “total of profit or loss and other comprediem income” as the bottom line as
well as for the split between owners of the paramid non-controlling interest and in
the footnote as opposed to “total comprehensivene’.



Question 2

The proposals would require entities to presentasement of profit or loss and other
comprehensive income with two sections — profilass and items of other comprehensive
income. The Board believes this will provide momnsistency in presentation and make
financial statements more comparable.

Do you agree ? Why or why not ? What alternativeyalo propose ?

As its predecessor body the CNC, the ANC is stpogposed to the proposal of eliminating
the current presentation option in IAS 1. In tlaspect we concur with Mr Engstréom’s
alternative view (AV1 to AV6).

Indeed, in its answer dated 13 July 2006 to the 1Afoposed amendments ED, regarding
the replacement of the income statement by a ‘fsné of recognised income and expense”
which could be presented in one or two statemémsCNC had already expressed surprise
that “no question in the Exposure Draft addressespecific issue of the relevance and
timing for the introduction of such a major chanigeleed most questions relate only to the
document names and not to their content.” That cemetter also recalled that “Other
recognised income and expense have in the pastexekrded from net income and recorded
directly in equity because they were not considéoeteet the recognition criteria in the
Framework (8 83), nor were they considered asqgidhte entity performance in accordance
with Framework § 69, and, even if there are no comeharacteristics for these components,
it has been considered relevant to exclude them fret income by implementing specific
accounting standards.”

The CNC had very clearly stated that the incomstant should remain a separate
statement. Following this ED, the IASB decidedrtgpose a single statement with two
sections, with an option to present the two sestiartwo statements. The revised IAS 1 was
mandatorily effective as of 1 January 2009.

In October 2008, the IASB and FASB published a éston Paper relating to Financial
Statement Presentation in which the single stateofesomprehensive income was proposed
with no option to present the income statementrsggg. Again, the CNC indicated its
strong opposition to the proposal, based on tHevimhg grounds which were mentioned in
its comment letter to the discussion paper.

CNC's answer to FSP DP dated 10 April 2009 : Covdetter

3. The promotion of comprehensive income as the deal measure of performance in lieu
of net income has no proven conceptual justificatipand entails significant risks for
financial markets

The objective of promoting a single statement ieeface net income by comprehensive
income as the central measure of an entity’s pexdoce, the bottom line total of a statement
being the most important measure of an incomeratte Such a decision is fundamental.

However, comprehensive income does not seem toeartbe& main objectives and
characteristics assigned to financial statements :

- Understandability : other comprehensive incoramg are transitory value adjustments and
not financial performance items. Adding up othampoehensive income items, and therefore
comprehensive income, can be a source of majoustf for the financial markets, will result



in diluting profit or loss, thus, as stated in puevious letter dated 10 April 2009, leading to
unnecessary major confusion on the markets.

- Predictability of future cash-flows : other corapensive income items have no predictive
value. They often are long term changes in valaetmbe realised within the next periods, or
that management has no intention of realising,

- Assessment of management’s stewardship : managsmperformance is neither internally
nor externally assessed based on comprehensiveaéddis measure is not used in the value
creation and entity valuation methods.

Comprehensive income includes virtual gains ansde®f a highly hypothetical nature and
sometimes for very significant amounts : usinggittee central performance measure may only
contribute further to financial market instabildpd increase the lack of confidence from users.

The Boards cannot therefore impose such an indigatbout a thorough conceptual debate, ie
without having previously defined how the finangiarformance of an entity should be
measured (Conceptual Framework project) and withauing first answered the following
question : if other comprehensive income items wagisputedly part of performance, why do
they currently exist ?

The main reasons are that other comprehensive mdems :
- are part of future but not current performance,
- are sometimes unrealised and may overturn ifutiiee,

- prevent the net income figure from being too tildawhich is all the most understandable in
view of the preceding two points.

Thus :

- some items resulting from cash-flow hedges agifpr currency translation have nothing to do
with performance, because they may find a counteinpaems that are not yet recognised at
the balance sheet date ;

- other items such as fair value changes on Availkbr Sale financial instruments and
pensions do represent some sort of performancedbubat of the performance of the period in
the acception of accrual accounting, otherwise¢tated standards (IAS 39 and IAS 32) would
long ago have required them to be recognised iimttene statement. On the contrary, these
standards require that for AFS, their fair valuarades be recognised in equity except in the
case of impairment and give a choice in the acaogror pensions between recognition in the
income statement, spreading out through the incgiaiement or recognition in equity.

It is therefore not acceptable to propose to «embrs, through this project with an identical
presentation in the income statement, differenbaeting treatments as well as existing choices
in the balance sheet (between equity an incomenrséatt) both under current standards as in the
published projects.

For the above reasons, the CNC suggests that trentlAS 1 requirements which authorise
the presentation of the statement of comprehemsogeme in two statements, one displaying
components of profit or loss and the other dispigy@omponents of other comprehensive
income, not be changed without the call for debatgng taken place.

Regarding the current status of the proposaldAB8’s arguments regarding clarity and
comparability (BC35 (a) to (c)) fail to convince osthe added benefits provided by bringing
the two statements together thus presenting and@tmbether items of different
informational values, especially when the two stegets are already required to be presented
one after another, when the current two statemgtmrois applied, unlike the situation in US
GAAP. Quite to the contrary, this further convisaees that the IASB should rather address
the most pressing issue of how performance shmildefined, including the role of OCI and



of recycling and of the measurement models apptiedich items. Indeed, the Board
recognises that there is no conceptual basis ferthe Board determines whether an item
should be presented in OCI (BC15).

Also, in our view, nothing significant has changakce the previous attempt made by the
IASB which led to the presentation option and, @lih the IASB is not proposing to
eliminate the profit or loss line and is not mamiat change of the EPS calculation which
remains tied to profit or loss, the ANC considérattthe Board’s proposals will result in
diluting the concept of profit or loss.

Moreover, no post-implementation review of the poses amendment, only mandatorily
effective since 2009, ie for only one year, hasnbeade by the Board.

The ANC has undertaken such a review on the bassritbed in Appendix 2. The results
show that :

- an overwhelming majority of the major listed emri#ti(91%) required to apply IFRS
for their consolidated accounts use the presentagpion of two statements ;

- much discipline was generated by the requiremenpresent the two statements
consecutively since 94% of the entities which chosgresent two statements actually
do comply with this requirement, of which 22% oreqage ;

- however, there is a wide diversity in how the dif& items within OCI are presented
thus impairing the ability of users in comparingantity to another.

The examples provided in the application guidamaged convince us with the Board’s
argument that the presentation would be cleardedd, the examples leave us with a
“clutter” impression, which the current status loé fproposals on the Financial statement
presentation project will not alleviate. To the tany, the additional disaggregation that
would be required under those proposals would tilady mean that the proposed single
statement will have to be broken down over two patiee logical line split being at the net
profit or loss line.

To conclude, the ANC considers that until the deb&t on performance, including the role

of OCI and of recycling and of the measurement mode applied to such items, has taken
place, the IASB should not attempt to go any furthewith these proposals but should

retain the current presentation option.Within this presentation option, the ANC’s
preference is for a presentation in two statemsmiss to maintain a clear distinction between
profit or loss and OCI and reflect the fact tha thcome statement and the statement of other
non-owner changes in equity have different infororal values in their own right with :

- the income statement being representative of atysmerformance;

- the statement of other non-owner changes in equitgh is important in financial
reporting because of the potential significant amtethat may flow through this
statement and help understand some aspects ofigyisdinancial position and its
exposure to certain risks. As such, it is indeeplartant that they be detailed in a
statement and not simply within the notes to tharitial statements.



Presentation of items of other comprehensive income

Question 3

The exposure draft proposes to require entitiggdeent items of other comprehensive
income (OCI) that will be reclassified to profitloss (recycled) in subsequent periods uppn
derecognition separately from items of OCI that wit be reclassified to profit or loss.

Do you support this approach ? Why or why not ? ¥éftarnative do you propose, and
why ?

The ANC agrees that distinguishing items of otf@nprehensive income that will be
reclassified to profit or loss from those that widit be reclassified will be helpful in terms of
analysis of future impacts on financial performanidee argumentation provided in the
CNC's (the ANC’s predecessor body) comment letighe DP regarding the different
natures of OCI items supports such a distinctidthdagh it was not part of the proposals at
the time).

However, the ANC notes the usefulness such awplild have under current IFRS and thus
sees no reason why the Board feels compelled ttkeneurrent developments it is proposing
to justify this proposal (BC25). In this regarde tANC proposes that this proposal be
finalised along with the annual improvement procasssuch a proposal could be put in place
before any current developments on other projeetsrade effective (BC22 to BC24).

Question 4

The exposure draft also proposes to require tlcatme tax on items presented in OCI should
be allocated between items that might be subselyueatassified to profit or loss and those
that will not be reclassified subsequently to grofiloss, if the items in OCI are presented
before tax.

Do you support this proposal ? Why or why not ? YWdiernative do you propose and why ?

As mentioned in Question 3, the ANC agrees withpitugosal of distinguishing between
items that will be reclassified to profit or logerh those that will not be reclassified. The
ANC moreover notes that the amount of income t&atirgy to each component of other
comprehensive income has to be disclosed eiththeistatement of comprehensive income or
in the notes as per IAS 1.90. In its responseddXR, the CNC (the ANC'’s predecessor

body) supported the retention of the presentatfiions regarding income tax allocations.

Therefore the ANC agrees that the income tax dilocgroposals made in the ED consist in
a consequential amendment of the proposals ohdisghing other comprehensive income
items that will be reclassified to profit or logerh those that will not be reclassified (proposal
made in question 3), whilst preserving the incomedisclosure presentation options.



Benefits and costs

Question 5
In the Board’s assessment :

(@)

(b)

of IAS 1, entities must have all the informatioqueed to apply the proposed amendmen
Do you agree with the Board’s assessment ? Whyhgrnet ?

the main benefits of the proposals are :
(1) presenting all non-owner changes in equityhie $ame statement.
(i) improving comparability by eliminating optiorcaurrently in 1AS 1.

(i) maintaining a clear distinction between ptadr loss and items of other
comprehensive income.

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

the costs of the proposals should be minimehbse in applying the existing version

[S.

Referring to question 3, the ANC agrees with theefié (iv) listed in question 5, as well as
with the cost assessment made by the Board.

However, for the reasons explained in questioh ANC completely disagrees with the
benefits (i) to (iii) listed in question 5.

Other comments

Question 6

Do you have any other comments on the proposals ?

In the first example of the implementation guidgremme words such as “to components”
seem to be missing in the line item “income taatieh of other comprehensive income” for
those OCI items that may be reclassified subsetyuenprofit or loss.



Appendix 2

ANC survey results regarding the presentation optins of the comprehensive income
statement following the implementation of IAS 1 arandments for reporting periods
beginning as of 1 January 2009

Objectives of the survey

- ldentify the proportion of preparers presenting onevo statements of
comprehensive income in the first year of mandaitmglementation of the IAS 1
amendments regarding the presentation of comprefeeingsome ;

- When two statements are presented, assess theiaooeplvith the requirement that
both statements are to be presented consecutindlwhen so whether the
presentation is on one or two pages.

Sample surveyed

509 listed entities of the major indexes (eg CAGmBrance), on markets where IFRS are
required for their consolidated financial statemsentere surveyed resulting in the following
split :

- Europe : 449 entities in 17 countries (UK, Frar@ermany, Belgium, Netherlands,
Spain, Portugal, Italy, Austria, Ireland, Denmdflgland, Greece, Sweden, Czech
Republic, Poland, Norway) ;

- South Africa : 19 entities ;
- Turkey : 8 entities ;
- Australia and New Zealand, respectively 18 andrithies.

When full year financial reports were not availalvletably due to non-31 December year
ends, half year results have been used whenevsibpms

Main findings
Presentation split :
- One statement : 44 entities (9%)
- Two statements on one page : 97 entities (19%)
- Two statements on two consecutive pages : 337emn(t6%)
- Two statements on two non-consecutive pages : B#esn6%).

Summary of main findings

- an overwhelming majority of the major listed e®riiti(91%) required to apply IFRS
for their consolidated accounts use the presentagpion of two statements ;

- much discipline was generated by the requiremenprésent the two statements
consecutively since 94% of the entities which chtsepresent two statemerits
actually do comply with this requirement, of whizb% on one page.




Presentation within the Other comprehensive incitems

There is a wide diversity in how the different itemithin OCI are presented thus impairing
the ability of users in comparing one entity to tileer, ranging from a table with 5 or 6 line
items to tables which cover a whole page and emeryement within OCI is detailed.

The first source of variety stems from the predsraoption regarding the tax effect. Other
(non exhaustive) sources of variety encountered are

- presentation, per main OCI item of all associatedements e.g. change in fair value,
transfer to income statement, tax effect ;

- presentation of movements in OCI items at the fapetable and transfers to income
statement in a separate section ;

- presentation of OCI items broken down, per itentwben Group’s share and non-
controlling interests’ share, and sometimes nd tota

- wide variety in the denominations used.
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