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ABSTRACT 

 

The Financial Accounting Standards Board and the International Accounting Standards Board 

jointly issued a Discussion Paper soliciting comments on a proposed financial statement 

presentation. This paper presents the results from 605 CPA’s responses to selected questions 

asked in the Discussion Paper. 
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INTRODUCTION 

 

any users have expressed concerns that too many alternative types of presentations are allowed for 

financial statement presentation and that information in financial statements is highly aggregated 

and inconsistently presented, making it difficult to fully understand the relationship between the 

financial statements and the financial results of an entity. 

 

In response, the Financial Accounting Standards Board and the International Accounting Standards Board 

jointly developed three objectives for financial statement presentation that state that information should be presented 

in the financial statements in a manner that portrays a cohesive financial picture of an entity’s activities, 

disaggregates information so that it is useful in predicting an entity’s future cash flows, and helps users assess an 

entity’s liquidity and financial flexibility. 

 

On October 16, 2008, the Boards jointly issued a Discussion Paper titled Preliminary Views on Financial 

Statement Presentation. The purpose of the Discussion Paper was to solicit comments on whether the proposed 

financial statement presentation would improve the usefulness of the information provided by the entity and help 

users in making decisions. Specific questions were included in the Discussion Paper for respondents to submit their 

comments in writing by April 14, 2009.  

 

Subsequent to that, a survey of their opinions was made of CPAs. This paper presents the responses of 605 

CPA’s to selected questions drawn from the Discussion Paper. 

 

CLASSIFICATION SCHEME 

 

Exhibit 1 illustrates the proposed classification scheme for the financial statements. 
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Exhibit 1 

Statement of Statement of Statement of 

Financial Position Comprehensive Income Cash Flows 

Business Business Business 

• Operating assets and liabilities • Operating income and expenses • Operating cash flows 

• Investing assets and liabilities • Investing income and expenses • Investing cash flows 

Financing Financing Financing 

• Financing assets • Financing asset income • Financing asset cash flows 

• Financing liabilities • Financing liability expenses • Financing liability cash flows 

    Income taxes on continuing     

Income taxes operations (business and financing) Income taxes 

    Discontinued operations,     

Discontinued operations net of tax Discontinued operations 

    Other comprehensive income,     

   net of tax     

Equity     Equity 

 

What Do The CPA's Think 

Would the objectives of financial statement presentation proposed above improve the usefulness of the 

information provided in an entity’s financial statements and help users make better decisions in their capacity as 

capital providers? 
 

  Yes 38%  No 62%     

                  

 

STATEMENT OF FINANCIAL POSITION 

 

As can be observed in Exhibit 2, the Statement of Financial Position (Balance Sheet) would group data by 

major activities (operating, investing, and financing) not by assets, liabilities, and equity as at present.  

 

The business activities section presents information about the way the entity creates value and the financing 

activities section presents information about the way it funds or finances those business activities.  

 

What Do The CPA's Think 

Would the separation of business activities from financing activities provide information that is more decision 

useful than that provided in the financial statement formats used today?  
 

  Yes 48%  No 52%    
                 

 

The Boards concluded that information about the financing of business activities should be shown 

according to the source.  The financing section would include nonowner sources of financing and the equity section 

would display information from owner sources. 

 

What Do The CPA's Think 

Should equity be presented as a section separate from the financing section  

or should it be included as a category in the financing section? 
 

  Yes 64%  No 36%     
                  

 

In the Statement of Financial Position, information about discontinued operations would be shown 

separately from its continuing business and financing activities. 
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What Do The CPA's Think 

In the proposed presentation model, an entity would present its discontinued operations in a separate section. 

Does this presentation provide decision-useful information?  
 

  Yes 80%  No 20%    
          

Instead of presenting this information in a separate section, should an entity present information about its 

discontinued operations in the relevant categories (operating, investing, financing assets, and financing 

liabilities)? 

  Yes 23%  No 77%    
                 

 

Management would classify its assets and liabilities into the sections and categories in the statement of 

financial position based upon how management thinks the asset or liability is used within the entity. This 

classification by management would determine the classification in the statements of comprehensive income and 

cash flows.  

 

What Do The CPA's Think 

The proposed presentation model relies on a management approach to classification of assets and liabilities and 

the related changes in those items In the sections and categories in order to reflect the way an item is used within   

the entity or its reportable segment. 

Would a management approach provide the most useful view of an entity to users of its financial statements? 
           

  Yes 37%  No 63%     
           

Would the potential for reduced comparability of financial statements resulting from a management 

approach to classification outweigh the benefits of that approach?   
           

  Yes 61%  No 39%     
                  

 

What Do The CPA's Think 

The paper proposes that both assets and liabilities should be presented in the business section and in the financing 

section of the statement of financial position. 

Would this change in presentation coupled with the separation of business and financing activities in the 

statements of comprehensive income and cash flows make it easier for users to calculate some key financial 

ratios for an entity’s business activities or its financing activities? 
           

  Yes 36%  No 64%     
                  

 

The Discussion Paper states that the business section should include assets and liabilities that management 

views as part of its continuing business activities of producing goods or providing services with customers, 

suppliers, and employees. 

 

The operating category should include assets and liabilities that management views as related to the central 

purpose for which the entity is in business and the investing category should include assets and liabilities that 

management views as unrelated to the central purpose for which the entity is in business. 

 

What Do The CPA's Think 

Are the business section and the operating and investing categories within that section defined appropriately? 
           

  Yes 47%  No 53%     
                  

 

The financing section should include financial assets and financial liabilities that management views as part 

of the financing of the entity’s business and other activities. The liabilities would normally result from capital-

raising activities to fund business activities. 
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What Do The CPA's Think 

Are the financing section and the financing assets and financing  

liabilities categories within that section defined appropriately? 
       

   

  Yes 45%  No 55% 
       

Should the financing section be restricted financial liabilities as defined in IFRSs and U.S. GAAP as proposed?   
       

   

  Yes 64%  No 36% 
            

 

The Discussion Paper proposes the elimination of cash equivalents. These types of securities should be 

shown as short-term investments and not presented as part of cash in the statement of financial position. 

 

What Do The CPA's Think 

The Discussion Paper proposes that cash equivalents should be presented and classified in a manner similar to 

other short-term investments, not as part of cash. 

Do you agree?         
           

  Yes 54%  No 46%     
                  

 

The Boards required disaggregation of assets and liabilities according to their measurement bases and 

present them on separate lines in the statement of financial position. For example, securities measured at amortized 

cost and securities measured at fair value should be shown on separate lines. 

 

What Do The CPA's Think 

An entity should present its similar assets and liabilities that are measured on different bases on separate lines in 

the statement of financial position. Would this disaggregation provide information that is more decision useful 

than a presentation that permits line items to include similar assets and liabilities measured on different bases? 
           

  Yes 50%  No 50%     
                  

 

STATEMENT OF COMPREHENSIVE INCOME 

 

There is to be only a single Statement of Comprehensive Income (Exhibit 3) of which net income or loss 

would be a subtotal. Comprehensive income and other comprehensive income would no longer be allowed to be 

shown in the statement of changes in stockholder’s equity. 

 

What Do The CPA's Think 

Should an entity present comprehensive income and its components in a single statement of comprehensive 

income as proposed? 
           

  Yes 64%  No 36%     
                  

 

STATEMENT OF CASH FLOWS 

 

There are two major changes in the proposed format of the Statement of Cash Flows (Exhibit 4). Firstly, 

the elimination of cash equivalents and secondly, the entity would use the direct method to present its cash receipts 

and cash payments. The use of the indirect method would no longer be allowed for the operating activities section of 

the statement of cash flows. 
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What Do The CPA's Think 

The Paper proposes that an entity should use a direct method of presenting cash flows in the statement of cash 

flows. 

Would a direct method of presenting operating cash flows provide information that is decision useful?  
           

  Yes 59%  No 41%     
           

Is a direct method more consistent with the proposed cohesiveness and disaggregation objectives than 

an indirect method?   
           

  Yes 58%  No 42%     
           

Would the information currently provided using an indirect method to present operating cash flows be 

provided in the proposed reconciliation schedule?   
           

  Yes 52%  No 48%     
                  

 

NEW: A RECONCILIATION SCHEDULE 

 

A new Reconciliation Schedule, (Exhibit 5), will be presented in the notes to the financial statements. This 

schedule reconciles cash flows to comprehensive income. 

 

What Do The CPA's Think 

The Paper proposes that an entity should present a schedule in the notes to financial statements that reconciles 

cash flows to comprehensive income and disaggregates comprehensive income into four components: (a) cash 

received or paid other than in transactions with owners, (b) accruals other than remeasurements, 

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

not recurring fair value changes or valuation adjustments. 

Would the proposed reconciliation schedule increase users’ understanding of the amount, timing, and uncertainty 

of an entity’s future cash flows? 
           

  Yes 51%  No 49%     
                  

 

The proposed financial statements presentation would apply to all entities except not-for-profit entities and 

nonpublic entities. The Discussion Paper states that the FASB has not considered explicitly whether this model 

should apply to nonpublic entities. 

 

What Do The CPA's Think 

Do you think the FASB should consider the proposed presentation model to nonpublic entities?   
           

  Yes 23%  No 77%     
                  

 

CONCLUSION 

 

The survey clearly shows that the CPA’s do not think the objectives of the proposed financial statement 

presentation would improve the usefulness of the information provided in an entity’s financial statements and help 

users make better decisions. 
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