FRS 102 Section 5
Statement of Comprehensive Income and Income Statement

The objective of financial statements is to provide information about the financial position, performance and cash flows of an entity that is useful for economic decision-making by a broad range of users who are not in a position to demand reports tailored to meet their particular information needs. (Section 2.2: FRS 102)
Section 5 of FRS 102 requires an entity to present its total comprehensive income for a period—ie its financial performance for the period—in one or two statements.
An entity shall present its total comprehensive income for a period either:
(a) in a single statement of comprehensive income, in which case the statement of comprehensive income presents all items of income and expense recognised in the period; or
(b) in two statements—an income statement (which is referred to as the profit and loss account in the Act) and a statement of comprehensive income.
The requirements of Section 5 of FRS 102 provide users with information about the important components of financial performance and how they should be presented.

The Format of the Profit and Loss Account
There exists a  “layered” format to the profit and loss account and requires businesses to analyse their results between continuing operations, acquisitions and discontinued operations. These additional disclosures were introduced in order to assist the user to assess more readily the current performance of the company and also to predict future maintainable profits
The analysis between the 3 layers needs to be made to the level of operating profit. Turnover and operating profit must be analysed on the face of the profit and loss account but the analysis of the other headings (cost of sales, distribution costs, admin expenses) can be shown as a note to the accounts.

Statement of Comprehensive Income
The profit and loss account for the year shows the effect of all realised gains and losses that have been recognised during the period under review. However, various unrealised gains and losses may also have been recognised during the year which would have been accounted for as a movement on reserves (e.g. a revaluation surplus)
The purpose of the statement of comprehensive income is to bring together both unrealised and realised gains and losses into an overall performance statement for the year.

Revaluation Surplus
In general, value of assets decreases over time but it may increase in certain circumstances especially in inflationary economies. Accounting standards allows two models for accounting of fixed assets.
Cost model (as discussed above)
Revaluation model
Under revaluation model, management can revalue its assets to their current market value. If there is an increase in value of asset, the difference between asset’s market value and current book value is recorded as revaluation surplus.
Example:
A company purchased an asset two year ago at the cost of $ 100,000. Depreciation rate was 20% at straight line method so now accumulated depreciation for 2 years would be $ 40,000 and carrying value of asset is $ 60,000. Assume that company revalue its assets and finds that asset is worth $ 85,000. Under the revaluation model management needs to record a surplus of $ 25,000.
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Carrying value of asset at the end of year 2 would be as follows:
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Depreciation expense during next year (year 3) would be based on the new carrying value i.e. 85,000 and remaining useful life of 3 years. Depreciation for 3rd year would be = 85,000/ 3 = 28,333.
Alternatively, while recoding the entry for depreciation, incremental depreciation due to the revaluation (i.e. $ 8,333) can be charged to the revaluation surplus account.
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