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Abstract In Nov 2009, the Malaysian Accounting Standards Board (MASB) released FRS 101, Presentation of
Financial Statements, effective for fiscal years beginning on or after 1 January, 2010. This statement established
certain standards for reporting and presenting comprehensive income in the general-purpose financial statements. In
accordance with the definition provided by FRS 101, total comprehensive income is the change in equity during a
period resulting from transactions and other events, other than those changes resulting from transactions with owners
in their capacity as owners. Data were collected from 84 non-financial companies of the ACE market listed on the
Bursa Malaysia (Malaysian Stock Exchange). The study showed that 82 companies used a first format which
combined the statement of net income and comprehensive income (using a single statement of comprehensive
income), while only 2 companies used the second format which separated the income statement from the statement
of comprehensive income. Only 51 companies reported items that fall under the Other Comprehensive Income (OCI)
category. Foreign currency translation adjustment was the most prominent item in the OCI, followed by gains and
losses on re-measuring available-for-sale financial assets. Almost half of the companies that reported OCI were
negatively affected by the foreign currency translation adjustment. Further, the paper also discusses some ancillary
findings pertaining to the presentation of the details of comprehensive income.
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1. Introduction
In Nov 2009, the Malaysian Accounting Standards
Board (MASB, 2009) released FRS 101, Presentation of
Financial Statements, effective for fiscal years beginning
on or after 1 January, 2010, which required public listed
companies to separately report comprehensive income in
their financial statements. This MASB statement
established certain standards for reporting and presenting
comprehensive income in the general-purpose financial
statements. FRS 101 was issued in response to users'
concerns that certain changes in assets and liabilities were
bypassing the income statement and appealing in the
statement of changes in shareholders' equity. The purpose
of FRS 101 was to report all items that met the definition
of "comprehensive income" in a prominent financial
statement for the same period in which they were
recognized. In accordance with the definition provided by
FRS 101, total comprehensive income is the change in
equity during a period resulting from transactions and
other events, other than those changes resulting from
transactions with owners in their capacity as owners.
According to the revised FRS 101, there are items,
referred to as Other Comprehensive Income (OCI), that
are part of the total comprehensive income but generally
are excluded from net income. Specifically, these items
are:
(a) changes in revaluation surplus (see FRS 116
Property, Plant and Equipment and FRS 138 Intangible
Assets);

(b) actuarial gains and losses on defined benefit plans
recognised in accordance with paragraph 93A of FRS 119
Employee Benefits;
(c) gains and losses arising from translating the
financial statements of a foreign operation (see FRS 121
The Effects of Changes in Foreign Exchange Rates);
(d) gains and losses on remeasuring available-for-sale
financial assets (see FRS 139 Financial Instruments:
Recognition and Measurement);
(e) the effective portion of gains and losses on hedging
instruments in a cash flow hedge (see FRS 139).
Under the old FRS 101 (Revised in 2005), three of the
items above (items b, c, and d) were disclosed as separate
components of shareholders' equity on the balance sheet.
So, under the revised FRS101, they are to be reported as
OCI. Furthermore, they must be reported separately, as
MASB decided that information about each component is
more important than information about the aggregate.

1.2. Purpose of the Current Study
The primary purpose of this study is to examine the
presentation of comprehensive income in the financial
statements of a sample of companies listed on the
Malaysian ACE market to determine which format
predominates one year after the release of FRS101. The
significant decline in stock prices during the years 20072009 might have caused several companies to experience
huge unrealized losses on their investment portfolios, a
potential component of OCI if those investments were
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categorized as available-for-sale securities. Similar to the
Campbell et al. (1999) study and Bhamornsiri and
Wiggins (2001) study in the USA, the authors wanted to (i)
examine which OCI items is dominant among the
companies, (ii) what titles do the companies use to
present OCI, and (iii) where do the companies present the
details of the OCI items. These three issues are explained
in the next section. The second purpose of the study is to
see the potential impact of the change based on a
comparison of the traditional Net Income and Total
Comprehensive Income for firms representing four
industries that could be affected by FRS 101.
The next section provides background on the
comprehensive income reporting issues and prior
academic research. Section 3 outlines the sample selection
and methodology. Section 4 reports the results, and
section 5 concludes.

2. Background of Comprehensive Income
Presentation
According to FRS101 (revised FRS 101.81), two
alternative formats are allowed for presenting OCI and
total comprehensive income:
* Below the line for net income in a traditional income
statement (as a combined statement of net income and
comprehensive income);
* In two statements: a statement displaying components
of profit or loss (separate income statement) and a second
statement beginning with profit or loss and displaying
components of other comprehensive income (statement of
comprehensive income).
Under FRS101, MASB encourages reporting entities to
display the components of OCI and total comprehensive
income using the first or second format above. The
previous version of FRS 101 required the presentation of
an income statement that included items of income and
expense recognised in profit or loss. It required items of
income and expense not recognised in profit or loss to be
presented in the statement of changes in equity, together
with owner changes in equity. It also labelled the
statement of changes in equity comprising profit or loss,
other items of income and expense and the effects of
changes in accounting policies and correction of errors as
‗statement of recognised income and expense‘. The
revised FRS 101 now requires all changes in equity
arising from transactions with owners in their capacity as
owners (i.e. owner changes in equity) to be presented
separately from non-owner changes in equity. An entity is
not permitted to present components of comprehensive
income (i.e. non-owner changes in equity) in the statement
of changes in equity. The purpose is to provide better
information by aggregating items with shared characteristics
and separating items with different characteristics
According to the first format, total comprehensive
income is to be shown below net income in a traditional
income statement (as a combined statement of net income
and comprehensive income). Exhibit 1a presents the
Income Statement using the old FRS101 (Revised in
2005); while Exhibit 1b shows the new Statement of
Comprehensive Income using the first format1. Hence, in
the first format, total comprehensive income is the
concluding line of the income statement.

According to the second format, total comprehensive
income is to be reported in a separate statement of
comprehensive income that begins with net income for the
reporting period. Exhibit 1c provides an illustration of
format 2.
As explained earlier, MASB also requires companies to
present, in a statement of changes in equity, all owner
changes in equity. All non-owner changes in equity (i.e.
comprehensive income) are required to be presented in
one statement of comprehensive income or in two
statements (a separate income statement and a statement
of comprehensive income). Components of comprehensive
income are not permitted to be presented in the statement
of changes in equity. Exhibit 2a presents the Statement of
Changes in Equity using the old FRS 101 while Exhibit 2b
presents the Statement of Changes in Equity using the new
FRS 101. For example, under the old FRS 101, companies
are allowed to show the gains and losses arising from
translating financial statements of a foreign operation (see
Exhibit 2a), but under the new FRS 101 this item is no
more allowed as it represents non-owner changes in equity.
Regardless of which format is used, accumulated OCI for
the reporting period should be presented in the Statement
of Changes in Equity as a component of shareholders'
equity, separate from share premium and retained earnings.
This study also investigates the following additional
issues related to reporting comprehensive income:
Firstly, which component of OCI was dominant for the
year of study among the companies sampled?
The interest in OCI dominance was primarily academic
in nature. The theoretical rationale for this question was
that, due to the fall of the stock market and consequent
decrease in the value of investments, as well as the
volatility of exchange rates, the authors expected a
majority of the companies to report unrealized losses on
readily marketable securities or to report gains and losses
arising from translating the financial statements of a
foreign operation, which could have prompted them to
bury the OCI as part of the Statement of Shareholders‘
Equity. Also, in a prior study, Dhaliwal, et al. (1999)
found a correlation between the unrealized gain/loss on
available-for-sale securities component of the OCI and the
market's valuation of that information2.
Secondly, if a company reported comprehensive income
in a single income statement (first format) or in a separate
statement of comprehensive income and an income
statement (second format), did the title of the statement
include the words "Comprehensive Income"?
The interest in whether the title of the statement
includes the term "comprehensive income" arises from the
authors' belief that inclusion of this term in the title may
bring prominence to the comprehensive income figure in
the financial statements, especially when that figure is not
being presented in a separate statement of comprehensive
income (second format). The intent of the MASB in
requiring the reporting of comprehensive income was to
provide useful additional information to readers of
financial statements about the overall performance of the
entity that caused the shareholders' equity to change from
the beginning to the end of the accounting year. If the
comprehensive income figure is simply buried in the
myriad of information presented in the financial
statements without making a special effort to provide it
some prominence, the readers are likely to miss the
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importance of that number. This is evident from the prior
research (Hirst and Hopkins 1998; Maines and McDaniel
2000) that suggested that a separate statement of
comprehensive income provided more information than
the currently predominant practice (in the USA) of
including it in the Statement of Shareholders' Equity.
Thirdly, were the details of OCI reported in the body of
the financial statements, or in notes to the financial
statements3?
While the Notes constitute an integral part of the
financial statements, presenting the comprehensive
income information in the body of the financial statement
may give it more prominence compared to its presentation
in the Notes to financial statements. Thus, the main
objective is to determine how much prominence is given
to comprehensive income in the published financial
statements to carry the intent of FRS 101.
Most of the prior studies that examined the presentation
of comprehensive income were conducted in the U.S. For
instance, Campbell et al. (1999) studied a sample of 73
early adopters of SFAS 130 and found that the majority of
companies chose to report comprehensive income in the
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statement of shareholders‘ equity. The same researchers
found that ―the firms that chose the statement of
shareholders‘ equity format had a materially negative
amount of OCI‖ (page 18). Later, Bhamornsiri and
Wiggins (2001) found that a significant number of firms
in the S&P 100 reported comprehensive income in the
statement of changes in shareholders' equity, regardless of
whether the OCI was negative or positive. They also
found that foreign currency translation adjustments
represented the largest component of OCI.
In Bamber et al.‘s (2010) study using U.S. companies,
based on theory, analysis of comment letters, and results
of survey-based and behavioral research, they identify two
factors—equity-based incentives and concerns over job
security— that help explain why most firms do not follow
policymakers‘ preference to report comprehensive income
in a performance statement. Their empirical evidence on a
broad cross-section of firms shows that managers with
stronger equity-based incentives and less job security are
significantly less likely to report OCI using the first or
second format, but rather to use the statement of
shareholders' equity.

Exhibit 1a. Income Statements (Old FRS101, Revised 2005)
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Exhibit 1b. Statement of Comprehensive Income (New FRS101, Revised 2009) – Format 1

Exhibit 1c. Statement of Comprehensive Income (New FRS101, Revised 2009) - Format 2
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Exhibit 1c. Statement of Comprehensive Income (New FRS101, Revised 2009) - Format 2 continued

Exhibit 2a.Statement of changes in equity (Old FRS101, Revised 2005)
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Exhibit 2b. Statement of changes in equity (New FRS101, Revised 2009)

A few studies have examined the relationship between
comprehensive income disclosures and the market‘s
valuation of the earning information. In one such study,
Smith and Tse (1998) suggested that financial statement
users did not consider comprehensive income to be
relevant in predicting future cash flows. Dhaliwal,
Subramanyam, and Trezevant (1999) also found no
evidence of a relationship between comprehensive income
information and market valuation. In another study,
Dehning and Ratliff (2004) concluded that there was no
difference in the way the market valued the
comprehensive income disclosures after SFAS 130
became effective.
However, other empirical research about the usefulness
of comprehensive income information, although limited,
is noteworthy. For example, Hirst and Hopkins (1998)

have concluded that a separate presentation of
comprehensive income facilitated detection, by security
analysts of active earnings management with the use of
marketable securities portfolio. Similarly, Maines and
McDaniel (2000) have found evidence that nonprofessional investors would use comprehensive income
information in their decision making only if it was
included in a separate financial statement rather than as a
component of the statement of stockholders' equity.
Therefore, the current research attempts to examine, for
the first time in the Malaysian context, the comprehensive
income presentation, just one year after the
implementation of the related standard, to determine
which format of presentation the majority of the sampled
companies prefer to choose. The findings of this study is
particularly useful in knowing whether the reporting
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behavior of Malaysian firms have really served the intent
of FRS 101, which is to give prominence to the amount of
change in shareholders' equity that is caused by nonowner
transactions (revised FRS 101.IN2). The seemingly lack
of association between the comprehensive income
information and investors‘ use of that information, as
observed in the above studies, may be partially a function
of the ordinary investors‘ level of understanding as to
what is comprehensive income. More research may be
needed to assess the investors' ability to evaluate the
comprehensive income information, which is not the
motivation for the current study.

on the ACE market as at that date was 134 companies.
After excluding 22 finance companies, only 112
companies were eligible for analysis. However, from these
112 companies, 28 companies have not yet submitted their
annual reports to be posted on the Bursa Malaysia website,
thus giving a final sample of 84 companies comprising of
consumer product (1), industrial product (11)
trading/services (14) and technology (58) companies. The
companies‘ annual reports for fiscal periods ending on or
after December 31, 2010, were examined for the
presentation of OCI and total comprehensive income.

2.1. Presentation Significance

4. Results and Discussion

The income of a company for a given financial year is
best represented by the increase in its wealth. However, an
increase in company‘s wealth may have occurred for
several reasons, some of which are not related with daily
operations. For example, wealth may change because of
fluctuations in foreign currency exchange rates causing
the currency value of subsidiaries to increase or decrease.
In addition, wealth may increase or decrease because of
changes in economic conditions that cause current values
of certain assets and liabilities to change. For example,
changes in the stock market may result in unrealized
holding gains or losses for investments held by the
company. These changes in wealth are supposed to be
captured by ―comprehensive income‖. FRS 101 intended
comprehensive income to be an important measure of the
overall performance of an enterprise. If comprehensive
income is displayed as prominently as it was intended by
the MASB, the purpose of presenting it will be well
served.
Some researchers opined that a more prominent
presentation of comprehensive income would be achieved
better by using the second format of reporting. For
example, Hirst and Hopkins (1998), and Maines and
McDaniel (2000) have found evidence in favour of the
presentation of comprehensive income in a separate
financial statement rather than as a component of the
statement of stockholders' equity. In its 2009 exposure
draft, the IASB indicated that the placement of
comprehensive income in the financial statements could
influence its perceived importance to investors. On June
16, 2011, The Financial Accounting Standards Board
(FASB) had issued Accounting Standards Update (ASU)
2011-05, Presentation of Comprehensive Income, which
requires all U.S. companies to report comprehensive
income in an income statement-type location (Chambers,
2011). The amendments will be effective for public
entities for fiscal years, and interim periods within those
years, beginning after December 15, 2011. Therefore, the
current study also supports the use of the second format of
presentation, which would present the comprehensive
income information in a separate statement of
comprehensive income.

The study showed that 82 companies used the first
format, which is by presenting comprehensive income as a
component of their income statements (together with the
normal income statement), while only two companies used
the second format of using a separate Statement of
Comprehensive Income. This shows that almost all ACE
market companies prefer to report comprehensive income
in a single statement. It also indicates that they are wellprepared in meeting the new changes in accounting
regulation, compared to their former practice of presenting
the components of OCI under the statement of changes in
equity.
Of the 84 companies, only 51 companies reported items
that fall under the OCI category. The remaining 33
companies did not report any OCI items. Of the 51
companies, only 17 companies (33%) had overall positive
OCI, while the remaining 34 companies reported overall
negative OCI. This means that a significant percentage67%-of the companies in the current sample that chose the
first reporting format had negative OCI.
The study also furnished other observations pertaining
to the presentation of OCI and total comprehensive
income. In terms of titles used, 49 companies included the
term "Comprehensive Income" in the title of their
financial statements where OCI and total comprehensive
income were presented, while only one company (GPRO
TECHNOLOGIES BHD) used the old title ‗Income
Statement‘. Also, there was almost a complete uniformity
among the companies in the sample as to the use of the
term comprehensive income. In such cases, the most
commonly used titles were Consolidated Statement of
Comprehensive Income.
Furthermore, in terms of location of OCI items
presentation, only one ACE market company (SUNZEN
BIOTECH BHD) presented the details of OCI in the
Notes to financial statements. The rest presented the
details in the body of the financial statements. This is in
line with MASB‘s preference that such information should
be presented prominently since the details of OCI may be
more important to the readers than total comprehensive
income (revised FRS 101.11).

4.1. Further Impact of the New FRS 101

3. Research Method
All ACE market companies (except finance companies)
listed on the ACE market as at 31 December 2010 were
scrutinised for their annual report for 2010 from the Bursa
Malaysia website. The total number of listed companies

In comparing the Net Income number and the Total
Comprehensive Income number, two statistics were
calculated: Total Other Comprehensive Income as a
percentage of Net Income and Total Comprehensive
Income as a percentage of Net Income. Table 1 indicates
that only 23 firms are affected positively (i.e., Total
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Comprehensive Income is greater than Net Income), while
28 firms are affected negatively. Thirty-three firms do not
have any OCI items and, therefore, are not affected by
FRS 101. If a material impact is defined as at least a five
percent increase or decrease, 16 firms are affected
positively, 15 firms are affected negatively, and 53 firms
are not affected by the implementation of FRS 101. The
range of the impact of the Total OCI items on the Net
Income number by industry is presented in Table 2.
Table 1. Impact of Other Comprehensive Income on Net Income
Impact

N

%

Positive effect

23

98%

No effect

33

0%

Negative effect

28

2%

Total

84

100%

Table 2. Material Impact of Other Comprehensive Income on Net
Income
Impact

N

%

Greater than positive 5%

16

19%

Negative 5% to positive 5%

53

63%

Less than Negative 5%

15

18%

Total

84

100%

Among the ACE market companies in the sample,
foreign currency translation adjustments was the most
prominent item in the OCI, followed by gains and losses
on re-measuring available-for-sale financial assets. This
findings support a recent study by Chambers et al. (2007)
using U.S. firms who find that the two items are priced by
investors. Furthermore, foreign currency translation
adjustment was the most significant item, if not the only
item, among the majority of the companies that reported
either positive or negative OCI.
Table 3 presents the impact of the six OCI items on Net
Income. Given the relatively stable rate of Malaysian
currency against the U.S. since 2007, it is not surprising
that only 25 companies (30%) of the firms were
negatively affected by the foreign currency translation
adjustment, while 37 companies (44%) of the firms were
not affected. If a firm uses the current rate method to
translate its foreign operation performance, it is
automatically exposed to the fluctuations in the exchange
rates. This means if the U.S. dollar weakens in relation to
the Malaysian currency, the impact of this item is positive.
It is important to note that a firm's management has no
control over currency exchange rates. At best, a firm can
only hedge itself against some exchange rate losses.
The second OCI item, gains and losses on re-measuring
available-for-sale financial assets, affects only 4 of the 84
firms in this study. This is not surprising because this item
will normally affect only financial institutions such as
banks, savings and loans institutions, insurance firms, etc.,
which are excluded from the sample. Although this item is
also a function of the market (domestic and foreign
depending on the investments), a firm can exercise some
control over this item by using good investment strategies.
For financial institutions, they may have to rethink their
investment strategies and classify available-for-sale
securities as held-to-maturity to eliminate the adjustments
for unrealized gains/losses (Harrison & Lynch, 1996).

Table 3. Impact of Other Comprehensive Income Items on Net
Income
Positive
effect(n)

%

No
effect(n)

%

Negative
effect(n)

%

22

26

37

44

25

30

3

4

80

95

1

1

Share of
associates

3

4

80

95

1

1

Changes in
revaluation
surplus

1

1

82

98

1

1

Transaction cost
on demerger

0

4

83

95

1

1

Gains and losses
arising from
disposal of a
foreign operation

0

0

83

99

1

1

OCI Items
Gains and losses
arising from
translating the
financial
statements of a
foreign operation
Gains and losses
on remeasuring
available-for-sale
financial assets

The third OCI item, share of associates, affects only 4
of the 84 firms in this study. This item represents the
firm‘s interest in associated companies. The majority of
the companies in the ACE market do not have any interest
in other companies due to their small size and they are
relatively newly established firm. The fourth, fifth and
sixth OCI items, namely changes in revaluation surplus,
transaction cost on merger/demerger activities, and gains
and losses arising from disposal of a foreign operation
affect only 2, 1, and 1 of the 84 firms, respectively. These
items usually represent special or unusual items which do
not recur in the normal business operations. As such, they
only affect very few companies.
Thus, with the implementation of FRS 101, a majority
of the ACE market firms have experienced a relatively
stable (i.e., between -5% and 5%) in the new bottom-line
number or financial performance measure, i.e., the Total
Comprehensive Income number. The increase or decrease
was not so material both in percentage and absolute
amounts. However, firms must take into account the
inherent risk of doing business in a foreign country and
investing in debt and equity securities. With the rapid
growth in globalization and investment activities,
increased volatility in foreign currencies and market
failures across the globe are becoming inherent business
risks. Given that an individual firm has no control over the
volatility in the domestic or foreign markets, it will not
have much control over this new financial performance
measure. Firms can also anticipate an increase in hedging
activities to manage the impact of the foreign exposure
risk. However, for a country like Malaysia, with a real
GDP expansion rate at 7 percent in 2010 (though this has
reduced slightly to around 5.5 percent in 2011) together
with the new economic transformation program
introduced by the Malaysian government, it is possible
that the Malaysian Ringgit could be strengthened in the
future and the impact will be much more favorable.
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The findings of this study should be interpreted
carefully. For instance, it would be unfair to hold
management responsible for a negative impact from the
OCI items, mainly because the management of a firm has
little control over these items. But by giving the OCI items
equal prominence as the Net Income number, FRS 101 has
at least attempted to address some of these business risks.
Hopefully, firms will adopt a format that will enhance
Income Statement and Balance Sheet understandability
and comparability between firms.

5. Conclusions
This study finds that 98 percent of ACE market
companies in the sample are using the first format of
presenting comprehensive income. This indicates that
regulation can change companies‘ reporting behavior.
Previously Malaysian companies were accustomed to
report non-owner items in the statement of changes in
equity. Based on the findings of this study, it is possible
to conclude that Malaysian companies on the ACE market
feel ‗safe‘ to present the OCI in a single statement of
comprehensive income because the title "other
comprehensive income" lies between the net income (or
loss) and total comprehensive income (or loss), which
make it not too visible to the ordinary eyes compared to if
it was presented in a separate statement. This may explain
why the selected companies have more negative OCI than
positive ones.
FRS 101, ―Presentation of Financial Statements‖,
issued in November 2009, merely addresses a financial
statement presentation issue. Five OCI items, i.e., foreign
currency translation adjustment, changes in revaluation
surplus, actuarial gains and losses on defined benefit
plans , gains and losses on hedging instruments and gains
or losses on available-for-sale financial assets, that
previously by-passed the income statement will now be
given the same prominence as the net income number.
Most firms in this study have presented these OCI items in
single statement of comprehensive income. It will be
interesting to see within the next few years which of the
two presentation formats firms will use, if there will be a
preference for a particular format, and if there is a
preference by industry. It may be that most firms will
present the OCI items in a single statement (the first
format). This format will not affect the traditional Income
Statement but will provide the necessary information
easily in one statement. However, using the second format
(a separate statement of comprehensive income statement
from the usual income statement) will enable users to
examine directly the OCI items that could affect
companies‘ bottom line figures.
The impact of FRS 101 will vary from industry to
industry, but foreign currency translations will affect a
majority of firms in most industries especially technology
companies. If the objectives of reporting comprehensive
income are met, financial statement users should gain
additional insights into a company's activities, which
should enable them to better predict future cash flows
(Luecke & Meeting, 1998). If the market is efficient, no
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reaction to the implementation of FRS 101 should occur
since no new information will be presented.
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Notes
1 All the exhibits were taken from the actual annual
reports of selected ACE market companies to show their
current practices of presenting comprehensive income.
2 In the Dhaliwal, et al. (1999) study, the authors found
no association between comprehensive income and a
firm's market valuation and they conclude that
comprehensive income is not a better predictor of future
cash flows than net income.
3 An example of a Notes presentation may be found in
Note 27 of the 2010 Annual Financial Statements of
SUNZEN BIOTECH BHD.

