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IFRS Foundation 
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Re: Discussion Paper DP/2013/1 
A Review of the Conceptual Framework for Financial Reporting 
(Comments to be received by 14 January 2014) 
http://www.ifrs.org/Current-Projects/IASB-Projects/Conceptual-Framework/Discussion-Paper-July-2013/Pages/Discussion-

Paper-and-Comment-letters.aspx 

 
 

Questions for respondents 

Section 8 Presentation in the statement of comprehensive income—profit or loss and other 
comprehensive income 

 

Question 19 

The IASB’s preliminary view that the Conceptual Framework should require a total or subtotal for profit or loss is 
discussed in paragraphs 8.19–8.22. 

Do you agree? Why or why not? 

If you do not agree do you think that the IASB should still be able to require a total or subtotal profit or loss 
when developing or amending Standards? 

 

I agree. The Conceptual Framework should require a total or subtotal for profit or loss.  

Investors, creditors and others users incorporate profit or loss in their analyses and abandon this indicator would be 
a mistake. 

I'm also sure that profit or loss should be treated as the default category. However, if a definition of profit or loss is 
difficult, it is necessary to more clearly describe the definition of other comprehensive income than it is provided in 
current IAS 1. I am firmly convinced that a clear distinction of OCI items from profit or loss should be based on the 
realisation (remeasurements). Specified in Table 8.1, the argument against realisation criteria and examples of 
liquid financial instruments and derivatives is not an insoluble problem (other examples that are not included here 
are biological assets and investment property). This problem can be solved if the definition of other comprehensive 
income is follows: 

“Other comprehensive income comprises items of unrealised income and expense (ie remeasurements, including 
reclassification adjustments) that are recognised in other comprehensive income as required or permitted by IFRSs 
when it enhances the relevance of profit or loss.” 

This definition is consistent with the position of the Board (paragraphs 8.46-8.50) and allows the Board to determine 
in the specific IFRS, when items of unrealised income and expense (remeasurements) are (or not) items of the other 
comprehensive income (including financial instruments, biological assets, investment property and others). At the 
same time, it will be to limit the possibilities for the use of other comprehensive income for the hiding items of profit 
or loss (or to use in OCI the items that are not remeasurements) in the future. It also solves a potential problem with 
the inclusion of depreciation, accrual of interest, impairment and other items as the unrealised loss (paragraph 8.51). 

But perhaps most importantly, the use of ‘unrealised’ (‘remeasurements’) to distinguish items of other 
comprehensive income from the profit or loss items is easy to understand and to represent in the minds of the users 
(investors, analysts, etc.). 

All items of other comprehensive income in the current or proposed IFRS represent unrealised income and expenses 
(remeasurements). Difficult from a conceptual point of view to assume something else besides the unrealised items 
(remeasurements). (Transactions with owners?) 

Historically, it's time to make such a distinction, since the concept of OCI remains unclear and conceptually 
unfounded and therefore it is not taken seriously (‘dumping ground’). 

 

http://www.ifrs.org/Current-Projects/IASB-Projects/Conceptual-Framework/Discussion-Paper-July-2013/Pages/Discussion-Paper-and-Comment-letters.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Conceptual-Framework/Discussion-Paper-July-2013/Pages/Discussion-Paper-and-Comment-letters.aspx
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Question 20 

The IASB’s preliminary view that the Conceptual Framework should permit or require at least some items of 
income and expense previously recognised in OCI to be recognised subsequently in profit or loss, ie recycled, is 
discussed in paragraphs 8.23–8.26. 

Do you agree? Why or why not? If you agree, do you think that all items of income and expense presented in 
OCI should be recycled into profit or loss? Why or why not? 

If you do not agree, how would you address cash flow hedge accounting? 

 

I agree. The Conceptual Framework should permit or require at least some items of income and expense previously 
recognised in OCI to be recognised subsequently in profit or loss. 

See below in question 21. 

 

Question 21 

In this Discussion Paper, two approaches are explored that describe which items could be included in OCI: a 
narrow approach (Approach 2A described in paragraphs 8.40–8.78) and a broad approach (Approach 2B 
described in paragraphs 8.79–8.94). 

Which of these approaches do you support, and why? 

If you support a different approach, please describe that approach and explain why you believe it is preferable 
to the approaches described in this Discussion Paper. 

 

I support a more clear and understandable approach. I will explain. 

Based on the definition of other comprehensive income (see above in question 19), the Board prescribes in specific 
IFRS which items are recognised as other comprehensive income (if enhanced the relevance of items in profit or 
loss). 

In my opinion, the concept of bridging items, mismatched remeasurements and transitory remeasurements create 
a beautiful, but difficult to understand the structure of other comprehensive income. Understand the difference 
between a ‘bridge’ from the ‘transition’ or ‘mismatch’ is possible only in the context of a limited number of existing 
examples. These three concepts are actually very similar to each other and their differences are an interesting 
intellectual exercise, but do not provide clear criteria for distinguishing items of other comprehensive income from 
profit or loss. For example, the criteria for ‘transitory remeasurements’ subjected to the same criticism as the criteria 
for the distinguishing of OCI items listed in Table 8.1 (‘long term’). Also, the description of ‘bridging items’ simply 
postulates items of profit or loss as already separated from the items of other comprehensive income (question - 
how?). 

Therefore, in my opinion, in order to achieve meaningful, understandable and clear description of OCI is best to have 
only one concept (instead of three) – bridging items. The concept of 'bridging items’ very clear represents all possible 
items of other comprehensive income if it is described as follows: 

“The item of income or expense represents the difference between: 
(a) a measurement used in determining profit or loss, that provide the primary source of information about the 

return an entity has made on its economic resources in a period; and 
(b) a remeasurement used in the statement of financial position.” 

If the difference is zero, hence the change of a recognized asset or liability is fully reflected in profit or loss. 

This is fully consistent with the principles set out in paragraph 8.40. 

The following table explains the various items as such ‘bridging items’: 
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IFRS or proposed 
IFRS 

Recognised asset or 
liability 

Statement of 
financial position 

(initial recognition) 

Statement of profit or loss and other 
comprehensive income 

Statement of 
financial position 

(subsequent 
measurement) 

Why ‘bridging item’? 

‘P or L’ item 
(primary source of 

information) 

OCI item 
(‘secondary’ source 

of information) 

IFRS 9 2012 ED Financial assets 
measured at fair value 
through OCI 

Initial fair value Interest income 
(effective interest 

method) 

Changes in discount 
rate 

Fair value Interest income is the primary source of information 
about the return an entity has made on its economic 
resources in a period, because objective of the business 
model is to hold assets in order to collect contractual 
cash flows. Remeasurement of the fair value due to 
changes in discount rates – in this case it is really 
‘secondary’ source of information about the return an 
entity has made on its economic resources in a period. 

Insurance 
Contracts 2013 ED 

Insurance contracts Initial fair value Interest expense Changes in discount 
rate 

Fair value Interest expense is the primary source of information. 

IAS 16, IAS 38, 
IFRS 6 

Property, plant and 
equipment, intangible 
assets and exploration 
and evaluation assets 

Costs Depreciation/amortisation 
(based on the cost) 

Remeasurement ‘Fair value’ Depreciation/amortisation (based on the cost) is the 
primary source of information about the return an entity 
has made on its economic resources in a period, because 
depreciation/amortisation (based on the revalued 
carrying amounts) mixes information on the consumption 
of assets with information about the profit reserves for 
future asset purchases (ie mixes financial and physical 
capital maintenance concept).1 
Remeasurement it is ‘secondary’ source of information. 

IAS 19 Pensions—net defined 
benefit assets or 
liabilities 

Initial ‘fair value’ Current and past service 
cost, settlement, net 

interest 

Remeasurement ‘Fair value’ Current and past service cost, settlement, net interest 
are the primary source of information about the return 
an entity has made on its economic resources in a period, 
even if these items are determined using discount rates 
that are reset at the start of each period.2 

IAS 21 Net investment in 
foreign operations 
(and hedges) 

Initial fair value or 
costs 

Revenue, costs, exchange 
differences from foreign 

operations 

Exchange differences 
from net investment 
in foreign operations 

Fair value or 
costs 

Revenue, costs, exchange differences from foreign 
operations are the primary source of information about 
the return an entity has made on its economic resources 
in a period, because these items arise using foreign 
assets and liabilities, which is the purpose of their 
acquisition. Exchange differences from net investment in 
foreign operations – it is ‘secondary’ source of 
information. 

                                                           
1 Moreover, the ability to transfer revaluation surplus to retained earnings (IAS 16, par. 41) eliminates the significance of this 'mixing'. 
2 Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the current period. Ie each new period employees 
provide new services. If the amount of current service cost (resulting from current period) was paid by the entity in the defined benefit plan, there is no need to use ‘a single 
discount rate for recognition in profit or loss through the life of an obligation’ (8.73(b)(i)). This obligation is already settled by the entity (or mostly settled). This problem occurs 
only if the obligation remains unpaid for several periods (deficit of the plan). Even in this case, using discount rates that are reset at the start of each period for the unpaid 
obligation, will provide primary source of information about the return an entity has made on its economic resources in a period. 
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IFRS or proposed 
IFRS 

Recognised asset or 
liability 

Statement of 
financial position 

(initial recognition) 

Statement of profit or loss and other 
comprehensive income 

Statement of 
financial position 

(subsequent 
measurement) 

Why ‘bridging item’? 

‘P or L’ item 
(primary source of 

information) 

OCI item 
(‘secondary’ source 

of information) 

IFRS 9 2010 ED Cash flow hedging 
instruments 

Initial fair value 
(usually zero) 

Zero Effective portion of 
change in fair value 

Fair value Zero income and expenses in ‘P or L’ on the hedging 
instrument during the hedging period are the primary 
source of information about the return an entity has 
made on its economic resources in a period, because this 
is the purpose of hedge accounting. 

IFRS 9 Financial liabilities 
designated at fair value 
through profit or loss 

Initial fair value Interest expense 
(effective interest 

method) 

Change in fair value 
due to issuer's own 

credit risk 

Fair value Interest expense is the primary source of information 
about the return an entity has made on its economic 
resources in a period, because it is the contractual 
obligations (cash flows). Change in fair value due to 
issuer's own credit risk is ‘secondary’ source of 
information. 

IFRS 9 Designated 
investments in equity 
instruments 

Initial fair value Dividend income Remeasurement Fair value Dividend income is the primary source of information 
about the return an entity has made on its economic 
resources in a period, because objective in this case is to 
hold the asset for an indefinite period to receive 
dividends and/or save/increase in the value. 
Remeasurement in this case is not primary source of 
information (except for impairment). 

IAS 37 Long-term provisions 
(includes 
decommissioning, 
restoration and similar 
liabilities) 

Initial ‘fair value’ Increased/decreased 
costs, interest expense 

Changes in discount 
rate 

‘Fair value’ Increased/decreased costs and interest expense (based 
on initial discount rate) are the primary source of 
information, because objective in this case is to ‘hold’ 
this obligation ‘to maturity’ (as the financial assets 
measured at fair value through OCI in IFRS 9 2012 ED – 
see above).  

IAS 40 Investment property Costs  Operating lease income Remeasurement Fair value Operating lease income is the primary source of 
information, because objective in this case is to hold the 
asset for an indefinite period to receive income and/or 
save/increase in the value (as designated investments in 
equity instruments in IFRS 9 – see above). 

IAS 41 
 

Biological asset before 
point of harvest 

Initial fair value 
less costs to sell 

Zero Change in fair value 
due to price changes 
Change in fair value 

due to physical 
changes 

Fair value less 
costs to sell 

Zero income and expenses in ‘P or L’ before point of 
harvest are the primary source of information, because 
objective in this case is to hold the asset for a certain 
period to receive income after harvest and sale 
agricultural produce. Change in fair value (both to price 
change and to physical change) is not primary source of 
information (except for impairment). 

IAS 2 Inventories Lower of cost and 
net realisable value 

Cost of sales ? ? Possible remeasurement in this case would be 
‘secondary’ source of information about the return an 
entity has made on its economic resources in a period. 
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The following table explains recycling of the bridging items: 
 

IFRS or 
proposed IFRS 

Recognised asset or 
liability 

OCI item Recycling in profit or loss 

If asset or liability  
held ‘to maturity’  

(or held for an indefinite period) 

If asset or liability 
disposal 'prior to maturity' 

IFRS 9 2012 ED Financial assets 
measured at fair 
value through OCI 

Changes in discount 
rate 

Not necessary. Remeasurement 
unwinds automatically over the life 
of the asset. 

Yes 

Insurance 
Contracts 2013 
ED 

Insurance contracts Changes in discount 
rate 

Not necessary. Remeasurement 
unwinds automatically over the life 
of the liability. 

Yes 

IAS 16, IAS 38, 
IFRS 6 

Property, plant and 
equipment, intangible 
assets and 
exploration and 
evaluation assets 

Remeasurement Not necessary. Remeasurement 
unwinds automatically over the life 
of the asset. 

Yes 

IAS 19 Pensions—net 
defined benefit assets 
or liabilities 

Remeasurement No3 No 

IAS 21 Net investment in 
foreign operations 
(and hedges) 

Exchange 
differences from 
net investment in 
foreign operations 

No Yes 

IFRS 9 2010 ED Cash flow hedging 
instruments 

Effective portion of 
change in fair value 

Yes (at maturity) Yes 

IFRS 9 Financial liabilities 
designated at fair 
value through profit 
or loss 

Change in fair value 
due to issuer's own 

credit risk 

Not necessary. Remeasurement 
unwinds automatically over the life 
of the liability. 

Yes 

IFRS 9 Designated 
investments in equity 
instruments 

Remeasurement No Yes 

IAS 37 Long-term provisions 
(includes 
decommissioning, 
restoration and 
similar liabilities) 

Changes in discount 
rate 

Not necessary. Remeasurement 
unwinds automatically over the life 
of the liability. 

Yes 

IAS 40 Investment property Remeasurement No Yes 

IAS 41 
 

Biological asset 
before point of 
harvest 

Change in fair value 
due to price 

changes  
Change in fair value 

due to physical 
changes 

Yes (at selling) Yes 

IAS 2 Inventories ? Yes (at selling) Yes  

 
As can be seen, quite easily from a conceptual point of view to determine in which cases the bridging items require or not 
require recycling. 
 
 
Yours sincerely 
 
 
Andrey Bayrashev, 
Certified International Accountant (CIPA Program) 
IFRS Teacher, 
The Federation of accountants of Uzbekistan 
 
Email: andreyzb@gmail.com 

                                                           
3 Nevertheless, reflection actuarial gains and losses immediately in profit or loss is more relevant information about future 
cash flows. 
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