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Purpose  

1. This paper discusses the boards’ preliminary view that a schedule reconciling 

cash flows to comprehensive income should be presented in the notes to 

financial statements.  This paper begins by reviewing the responses to the 

October 2008 discussion paper Preliminary Views on Financial Statement 

Presentation that address the proposed reconciliation schedule.   

2. The staff is developing alternatives for the reconciliation schedule for discussion 

with the boards in October 2009.  The alternatives under consideration are 

described in paragraphs 21–33 of this paper and illustrated in Appendix A.   

Background 

3. The proposed reconciliation schedule reconciles cash flows to comprehensive 

income on a line-by-line basis and disaggregates comprehensive income into 

four components:  

(a) cash received or paid other than in transactions with owners 

(b) accruals other than remeasurements1 

(c) remeasurements that are recurring fair value changes or valuation 
adjustments 

(d) remeasurements that are not recurring fair value changes or valuation 
adjustments.   

4. The reconciliation schedule has two objectives:  

                                                 
 
 
1 A remeasurement is defined as a change in the carrying amount of an asset or a liability attributable to a 
change in a price or an estimate.   



FASB/IASB Staff paper 
 
 

 
 

Page 2 of 15 
 

(a) providing a link between the statement of cash flows (SCF) and the 
statement of comprehensive income (SCI), thereby  improving the 
articulation among those financial statements  

(b) providing information about what gives rise to changes in assets and 
liabilities that will allow users of financial statements to apply their 
own judgments about how and if the components of comprehensive 
income will be realized in cash in the future (and thus how they will 
ultimately affect investment value).   

Overview of responses  

Usefulness of the reconciliation schedule 

5. The discussion paper asks whether the proposed reconciliation schedule would 

increase users’ understanding of the amounts, timing, and uncertainty of an 

entity’s future cash flows.  Responses to that question are mixed.  However, the 

majority of respondents do not support the reconciliation schedule as proposed 

in the discussion paper for a variety of reasons.  Some of their reasons follow:  

(a) the line-by-line reconciliation schedule is cumbersome and lacks 
readability—it ‘clutters rather than enlightens’ 

(b) users of financial statements are focused on understanding the 
significant factors influencing overall cash flows as opposed to auditing 
the relationship between those cash flows and the SCI   

(c) information on each accruals line item is not relevant to users of 
financial statements as that information provides no information about 
the expected future cash flows or the performance of the entity  

(d) remeasurement information is helpful in assessing the potential effect 
of value changes on future cash flows, but understanding the nature of 
the assets and prices paid (or current carrying values) in comparison to 
current market values and market-related trends is more important  

(e) some of the information required in the reconciliation schedule is 
already available in the financial statements. For example, International 
Financial Reporting Standards (IFRS) requires disclosure of changes in 
provisions and U.S. Generally Accepted Accounting Principles 
(GAAP) requires extensive disclosure about remeasurements that are 
recurring and non-recurring fair value changes. 
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6. The minority of respondents that support the reconciliation schedule state that 

the schedule:   

(a) eliminates the need for an indirect-method SCF as it effectively 
reconciles the SCI with the SCF  

(b) is a comprehensive tool to explain the artificial volatility included in the 
SCI as a result of fair value remeasurements, thus providing more 
relevant information to users of financial statements 

(c) is particularly useful to analysts who struggle to understand how cash 
flow and valuation changes affect the income information currently 
provided 

(d) provides information about the nature and persistence of elements of 
earnings, thereby making the proposed reconciliation schedule one of 
the most important parts of the proposal. 

7. Respondents from financial services entities believe that the proposed 

reconciliation schedule would not be particularly useful for insurance 

companies or for banks.  Those respondents note the following:  

(a) cash flows are not the only way transactions are settled in the banking 
business; a large number are settled using current accounts of 
customers that represent liabilities for the banks 

(b) positive cash flows will not necessarily be indicative of a strong life or 
non-life insurance company as the increase in cash flow is mostly 
attributed to an increase in liabilities rather than to an increase in 
earnings 

(c) the proposed format might be useful for some items, such as interest 
revenue and expense, but will otherwise be of little use because the 
transaction flows and analysis of asset quality, capital adequacy and 
liquidity are primarily balance-sheet focused.   

Costs and benefits of the reconciliation schedule 

8. The discussion paper asks for information about the costs and benefits of 

providing the proposed reconciliation schedule.  Responses on the benefits of 

the schedule are noted in paragraph 6 above.  As for costs, respondents think 

that the reconciliation schedule will raise a number of practical implementation 

issues and become a complex disclosure from both a preparation and a process 

perspective.  Respondents state that the reconciliation schedule will require the 

design of specific systems as well as accounting and allocation procedures for 
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segregating cash from accrual components.  Consolidation and foreign currency 

translation accounting procedures are mentioned as complicating factors.  

Disaggregation of changes in assets and liabilities  

9. The discussion paper asks whether changes in assets and liabilities should be 

disaggregated into cash, accrual, and remeasurement (recurring/non-recurring) 

components. In addition, it asks whether respondents believe that the guidance 

included in the discussion paper is clear and sufficient to prepare the 

reconciliation schedule. 

10. A number of respondents are concerned that disaggregation of comprehensive 

income into the four columns may not be done in a consistent manner from 

entity to entity.  Those respondents suggest that the boards provide more 

application guidance if the reconciliation schedule is retained.  

11. The following paragraphs include some of the responses received on each of the 

proposed columns.  

Column B (Cash) 

12. As the cash column is the same as the cash flows reported in a direct-method 

SCF, many of the responses on the cash column refer to or reiterate the 

comments made about the direct-method SCF (see WG paper 5). 

Column C (Accrual, Allocations, and Other) 

13. Respondents observe that numerous line items are needed to explain information 

in the accruals, allocations, and other column, leading to a cluttered schedule. 

For example, one respondent explains that when reconciling cash receipts from 

lease rentals to rental income reported on the SCI, “numerous adjustments need 

to be considered such as: changes in accounts receivable related to rentals, the 

impact of straight-lining of rent, the amortization of lease incentives against 

rental income, and the impact of amortization related to lease intangibles arising 

from a business combination.”  

14. Several respondents observe that most of the changes in an asset or liability line 

presented on the statement of financial position (SFP) would be aggregated in 

the “accruals, allocations, and other” column, which would reduce the 

usefulness of the schedule.   
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Columns D and E (Remeasurements) 

15. Many respondents do not see a clear distinction between recurring fair value 

changes/valuation adjustments (Column D) and all other changes from 

remeasurement (Column E).  That seems to reflect inconsistencies in the 

discussion paper illustrations as well as a misunderstanding of what the term 

recurring means.  Some respondents associate recurrence with persistency rather 

than frequency.  

16. Some respondents also indicate that the definition of remeasurements (referring 

both to changes in price and changes in estimates) leads to confusion as some 

items could be classified in the accruals column and the other changes from 

remeasurement column since both columns include changes in estimates. 

Other reconciliation formats 

17. The discussion paper asks respondents to consider other reconciliation formats 

for disaggregating information in the financial statements, such as the SFP 

reconciliation and the SCI matrix described in Appendix B to the discussion 

paper.  

18. Most respondents think the boards should not consider other reconciliation 

formats because those respondents do not support the need for a reconciliation 

schedule in the first instance. Other respondents ask the boards to determine the 

purpose of a reconciliation disclosure before determining the format that would 

best serve the needs of capital providers.  

19. Respondents that support the other reconciliation formats described in the 

discussion paper offer the following:  

(a) the SFP reconciliation would, among other things, allow users of 
financial statements to have information they sometimes struggle to 
extract from current financial statements, such as the reconciliation of 
working capital items and net debt, which provides information on an 
entity’s ability to service its debts and obligations 

(b) the SCI matrix would provide information that may help users of 
financial statements to better assess the measurement subjectivity and 
persistence of income and expenses items. As a result, capital providers 
would have information that may help them to better predict future cash 
flows. 
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Possible alternatives  

20. As indicated in the paragraphs above, only a small minority of respondents to 

the discussion paper support the proposed reconciliation schedule.  There 

appears to be general agreement on the following points:  

(a) respondents do not support a reconciliation schedule that is based on a 
direct-method SCF as presented in the discussion paper 

(b) the reconciliation schedule should be scaled down; smaller 
reconciliations are by far more useful and informative than a “large, 
unwieldy, and incomprehensible” reconciliation 

(c) only specific key accounts should be reconciled; those key accounts 
would be identified from the SFP 

(d) the schedule should focus on distinguishing between changes in assets 
and liabilities that are attributable to remeasurements and changes that 
are not attributable to remeasurements 

(e) the other formats mentioned in the discussion paper (SCI matrix and 
SFP reconciliation) should be permitted but not required.   

21. The staff developed the following alternatives to the reconciliation schedule 

after considering respondents’ comments and suggestions.  The alternatives are 

described in the remainder of this paper and illustrated in Appendix A.   

Alternative A: Retain the reconciliation schedule with fewer line 
items (and retain four columns or combine into two columns)  

Alternative B:  Require an SFP reconciliation instead of a 
reconciliation schedule 

Alternative C:  Replace the reconciliation schedule with 
reconciliations of key SFP line items 

Alternative D:  Eliminate the reconciliation schedule and present 
information about remeasurements in the SCI or the notes.   

Alternative A:  A reconciliation schedule with fewer line items  

22. Any of the alternatives described in WG papers 4 and 5 that result in less 

disaggregation on the SCF or the SCI would lead to fewer line items on a 

schedule that reconciles cash flows to comprehensive income on a line-by-line 

basis.  Therefore, if either or both of those statements have fewer line items, the 

reconciliation schedule should become less complex and less costly to prepare 

(compared to the proposal in the discussion paper).   
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23. Even if the boards maintain the level of disaggregation proposed in the 

discussion paper for the SCF, the SCI, or both, the boards could modify the 

reconciliation schedule by requiring cash flows and comprehensive income to be 

aligned at a level higher than individual line items on the SCF and SCI.   

Alternative A1: A four column reconciliation schedule with fewer line items  

24. The reconciliation schedule in Alternative A1 is the same as that proposed in the 

discussion paper except that it has fewer line items (for any of the reasons noted 

above).  As Alternative A1 retains the four columns, it will meet the boards’ 

objective of providing information about the cause of changes in assets and 

liabilities, persistence and measurement subjectivity.  It should be noted that like 

the proposed reconciliation schedule, a direct-method SCF is needed to arrive at 

the cash column in Alternative A1.   

Alternative A2:  A two-column reconciliation schedule with fewer line items 

25. The Alternative A2 reconciliation schedule also would have fewer line items 

and it would combine the columns as follows:  

(a) Non-remeasurements: proposed Column B (cash) plus Column C 
(accruals)  

(b) Remeasurements: proposed Column D (recurring fair value changes or 
valuation adjustments) plus proposed Column E (remeasurements that 
are not recurring fair value changes or valuation adjustments).    

26. Unlike Alternative A1, a direct-method SCF would not be needed in Alternative 

A2 because cash amounts would be combined with all other changes that are not 

remeasurements.  One way to arrive at those amounts would be to begin with the 

SCI line items and back out remeasurements.   

Discussion question -- Alternative A 

Question 1: Should the reconciliation schedule adhere to the required format 
of the SCF and/or the SCI?  If not, at what level should an entity reconcile cash 
flows to comprehensive income (e.g., at the category level, by nature within 
categories)? 

Question 2: Should both/either columns B and C and/or columns D and E be 
combined as suggested in Alternative A2? Why or why not?   
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Alternative B:  A statement of financial position reconciliation 

27. Alternative B is a SFP reconciliation as described in the discussion paper.  The 

SFP reconciliation illustrated in the discussion paper is included in Appendix A 

of this WG paper as Alternative B.  As illustrated, the SFP reconciliation aligns 

all three financial statements, whereas the proposed reconciliation schedule only 

aligns the SCF and the SCI.  In addition, the SFP reconciliation will include 

similar columns as the proposed reconciliation schedule—cash, accrual, and two 

remeasurement columns as well as a column for noncash–nonincome items.  

Some respondents suggest that the SFP reconciliation also include columns for 

foreign exchange and acquisitions/dispositions.   

Alternative C:  Reconciliation in the notes of key line items on the SFP 

28. Alternative C requires a reconciliation of beginning and ending balances for key 

asset and liability lines on the SFP.  The reconciling items would include, for 

example, foreign exchange, acquisitions and dispositions, and fair value 

changes.  The reconciling items could be grouped in a manner similar to the 

columns on the proposed reconciliation schedule as follows (see also 

Alternative C in Appendix A): 

(a) Cash amounts. Amounts attributable to cash paid or received. These 
should be in sufficient detail to show where they are included in the 
SCF. 

(b) Non-cash amounts.  There should be sufficient detail  

(i) to distinguish between accruals based on business 
transaction activity and adjustments to valuation, such as 
fair value adjustments or currency translation 
(remeasurements) and reversals of provisions to  

(ii) to show whether the amounts are included in profit or loss 
or in other comprehensive income.  

(c) Other non-cash amounts. To show the effects of acquisitions, 
disposals, noncash transactions and transfers, and foreign currency 
translation (not in comprehensive income). 

29. IFRS and US GAAP require reconciliation of some key asset and liability 

accounts today such as property, plant, and equipment; intangibles; net 

postretirement benefit asset or liability; and provisions.  Some other key line 
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items that are typically analyzed by users of financial statements and therefore 

might be included in the reconciliation note disclosure: 

(a) working capital2 assets and liabilities 

(b) capital assets 

(c) debt  

(d) investments 

(e) derivatives 

(f) income taxes.  

30. Although Alternative C does not reconcile every line on the SFP as Alternative 

B does, it is a more flexible format than either Alternative A or B because the 

changes in a line item do not have to be disaggregated into defined columns.  

This allows an entity the opportunity to provide information that is most relevant 

to that line item, and possibly more information about what caused a change in 

the asset or liability than would be captured in a columnar schedule.  

Discussion questions – Alternatives B and C 

Question 3: Both alternatives B and C reconcile SFP accounts. Alternative B 
reconciles each line item on the SFP; Alternative C reconciles some line items, 
but may provide more information.  Which of those two alternatives do WG 
members prefer and why?  

Question 4: In Alternative C, what are the key accounts that should be 
reconciled?  Should the boards prescribe that at a minimum certain key 
accounts be reconciled or should management decide which line items are 
included in the reconciliation note disclosure?  

Alternative D:  Segregate information about remeasurements on the SCI   

31. Alternative D focuses on highlighting information about remeasurements on the 

SCI as remeasurements seem to be the one aspect of the proposed reconciliation 

schedule that most respondents support.  Unlike some of the other alternatives 

discussed in this paper, Alternative D does not reconcile or align information on 

                                                 
 
 
2 For discussion purposes, working capital (also called net working capital) is represented by the excess 
of current assets over current liabilities and identifies the relatively liquid portion of total entity capital 
that constitutes a margin or buffer for meeting obligations within the ordinary operating cycle of the 
entity.  
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any of the financial statements; however, it does provide information about 

remeasurements on the SCI rather than in the notes.   

32. Alternative D presents the effects of remeasurements (such as fair value 

adjustments) on reported income and expense amounts in a manner that is 

transparent to users of financial statements.  The staff chose to illustrate a 

columnar approach to segregating remeasurements on the SCI (see Alternative 

D in Appendix A).  Although the remeasurements column in the SCI does not 

distinguish the type of remeasurements, supplemental note disclosure could be 

required to provide further information about, for example, which 

remeasurements are recurring.  This supplemental information might be similar 

to the extensive disclosures US GAAP requires for fair value measurements.    

33. The staff notes that if the boards do not pursue one of the reconciliation schedule 

formats or the SFP reconciliation, Alternative C could be combined with 

Alternative D—they are not mutually exclusive.  

Discussion questions  

Question 5:  Should remeasurements be segregated on the SCI or disclosed 
in the notes to financial statements?  

Question 6:  Do WG members have a preference for any of the alternatives 
proposed?  If so, which alternative and why?  
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Appendix A 

Alternative A1—Reconciliation schedule with fewer line items  
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Alternative A2—Reconciliation schedule with fewer line items and combined columns 

 

 

 

 

 

 

 

 

 



FASB/IASB Staff paper 
 
 

 
 

Page 13 of 15 
 

Alternative B—Statement of financial position reconciliation  
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Alternative C—Reconciliation in the notes of key lines on the SFP 

Note: the reconciliation below is in addition to the other accounts IFRS and US 

GAAP require to be reconciled  
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Alternative D—Segregation of remeasurements on the SCI 

 


