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PREFACE

How the operating position of an enterprise is, and
how well the enterprise performs in financial terms, are
always the primary issues that the investors, creditors
and other users of financial information of the enterprise
are concerned with. For a long time, net income is used
as a measurement of financial performance in account-
ing, this traditional measurement of accounting income
based on historical cost principle, matching principle and
realization principle, has incurred many problems in the
rapidly evolving and changing economic circumstance re-
cently, and affected seriously the usefulness of financial
performance information.

In order to realize the basic objective of financial
performance reporting,enhance the usefulness of financ-
ial performance information, IASC and the accounting
standard-setters in England, American and other coun-
tries all proceed to improve the traditional income re-
porting, and set up the new concept-comprehensive in-
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come reporting.

This paper analyzes the characteristics and limita-
tion of traditional accounting income, concludes and ana-
lyzes the current existing problems, supporting the view
to improve the traditional accounting income with com-
prehensive income. So, this paper states the basic con-
cept and the theoretical foundation of comprehensive in-
come, and the development of future comprehensive in-
come reporting, the questions that should be know. At
last, according to the characteristics of the income in
China and the current position of financial performance
reporting, suggests that the financial performance re-
porting in China also develop the comprehensive income,
suggests the reievant suggestion on the questions that
should be considered.

This paper is divided into five chapters.

Chapter 1 Income and Traditional Accounting In-
come.

In this chapter, the author analyzes the objective of
income report, the components and the determining
method of income, points out that the objective is the
important premise of determining the components of in-
come reporting and the determining method of income.

The author also analyzes the shortage of traditional ac-
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counting income with the transaction-activity basis, pe-
riodical assumption, realization principle, historical
principle, matching principle, and the impact of changes
in economic circumstance on the traditional income,
points that it is necessary to improve the traditional ac-
counting as soon as possible.

Chapter 2 The Improvement of Current Account-
ing Practices in Traditional Income.

With the impact of the changes in economic circum-
stance on the traditional accounting, the accounting
standard-setters of several countries have made some re-
vision and supplement to accounting standards. These
standards have improved the traditional accounting mod-
el, and the prominent improvement is that historical
cost valuation model was replaced by mixed-attribute
measurement valuation model, these measures have im-
proved the traditional accounting income to some ex-
tent. But, there are still some problems that haven’t
been tackled very well, for example, the scope of finan-
cial performance isn’t very clear, some relevant perform-
ance items to decisions are still be excluded from in-
come reporting, the income information isn’t very trans-
parent, income information can not meet the require-
ment of future information society. This chapter an-
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alyzes these questions, and concludes that we should
search for the key to these questions from the origin of
income theory, and the developing direction of income
reporting is that traditional accounting income is re-
placed by comprehensive income.

Chapter 3 The Basic Theory of Comprehensive In-
come.

This chapter is divided into two parts———the basic
concepts and theoretical foundation.

In the first part, the author states the definition,
sources and components of comprehensive income,
points out that the recognition criteria of comprehensive
income should meet the requirement of the element defi-
nitions, reliable measurement and relevance. The au-
thor also analyzes the relationship between comprehen-
sive income and net income, and studies the contents of
other comprehensive income, and the measurement at-
tributes relating to comprehensive income. This chapter
concludes that the mixed-attribute is the important char-
acteristics of comprehensive income, and as the future
economic circumstance changes, this mixed-attribute
will become on current value based.

In the second part, the author does some research

on the theoretical foundation underlying comprehensive
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income and concludes that: Comprehensive income is a
reform of traditional accounting income; Comprehensive
income meets the requirement of all-inclusive concept in-
come; Comprehensive income meets the requirement of
changing the revenue-expense approach to asset-liability
approach ; Comprehensive income promotes the articula-
tion between the accounting statements; Comprehensive
income enhance the usefulness of information to measur-
ing the market value and assessing the management per-
formance ; Comprehensive income is in accord with finan-
cial capital maintenance theory; Comprehensive income
improves the accounting principles and the quality of ac-
counting information.

Chapter 4 Comprehensive Reporting.

This chapter is the focus of this book.

The author thinks that the income reporting is the
reporting of the result of recognition and measurement
of income, it is the most important point. Because the
information provided by the traditional income statement
can’t meet the needs of users of financial reporting well.
In this chapter, the author introduces the relevant in-
come reporting standards in details, and compares them
in the objective of reporting, concept base, the way of
reporting components, and concludes that we should re-
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port all the performance items in a single performance
statement.

In the meanwhile, the author also does some stud-
ies on the improvement of the standards and how to re-
port the comprehensive components. This chapter intro-
duces and analyzes the suggestions of G4-+1 on the com-
prehensive report format, the characteristics of compo-
nents, recycling.

At last, this chapter is also concerned with some
special problems that should be noted.

Chapter 5 The Improvement of Comprehensive In-
come Reporting in Our Country.

This chapter analyzes the function and characteris-
tics of current income reporting in our country, con-
cludes that the current income reporting in our country
belongs to traditional accounting model. The prominent
problem is the manipulation of income. For this reason,
the author analyzes the subjective and objective reason
and the result of manipulation of income, and concludes
that we should establish the comprehensive income con-
cepts and provide comprehensive income reporting to
protect against the income manipulation.

So we can ensure the income information true and
comprehensive.
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At last, the author provides some suggestions on
establishing comprehensive income reporting: To define
the elements related to comprehensive income; To en-
hance the transparency of income information; Provide

expanded income statement step by step.
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