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Attn. EFRAG Technical Expert Group
41, Avenue des Arts
B-1040 Brussels
Belgique

Our ref

:
AdK 

Direct dial

: 
Tel.: (+31) 20 301 0391 / Fax: (+31) 20 301 0279

Date

: 
Amsterdam, 26 September 2008

Re
            :
Comment on the Exposure Draft of an improved Conceptual Framework for Financial 

Reporting: Chapter 1: The Objective of Financial Reporting; Chapter 2: Qualitative 

Characteristics and Constraints of Decision-useful Financial Reporting Information.

Dear members of the EFRAG Technical Expert Group,

The Dutch Accounting Standards Board (DASB) appreciates the opportunity to respond on your draft comment letter on the Exposure Draft of an improved Conceptual Framework for Financial Reporting: Chapter 1: The Objective of Financial Reporting; Chapter 2: Qualitative Characteristics and Constraints of Decision-useful Financial Reporting Information.
We agree with most of your draft comments.

We do not believe replacing reliability with faithful representation will cause problems in the Netherlands. We are not aware of any current problems with the interpretation of reliability, nor that the meaning attributed to the term by the existing Framework is not well understood. As for faithful representation, this notion has been used to everyone’s satisfaction and is perhaps even better understood in current Dutch practice. 

As explained in OB6 of the Exposure Draft, capital providers include equity investors, lenders and other creditors. The other creditors include employees, suppliers, and customers, but only if the entity has a debt to them. The DASB believes the information needs of the employees, suppliers and customers should always also be met in the general purpose financial statements, not only if salaries are deferred or suppliers extended a credit.  A large customer will for instance use the financial statements to determine if the entity continues to exist. The customer wants to make sure that long-term support and fulfilment of guarantees will be probable before making the investment decision. In the current exposure draft, the information needs of this particular customer will not be met, unless he has already prepaid or is willing to prepay the goods or services.
Nevertheless, we believe it is of no importance to determine the primary users of financial reports. Financial reports should be designed to meet the financial information needs of all users and not just the capital providers. An entity is a collaboration of many stakeholders and therefore the entity should not only give account to capital providers but also to all other stakeholders. 


As for your question regarding the link between capital providers and capital managers, the DASB believes this link is not very strong. Capital managers need high-detailed information, whilst capital providers need more high-levelled information. Furthermore, capital providers need information to hold managers accountable for their actions, whilst managers need information to hold their employees accountable. Thus there are different information needs.

We do not agree that the standard setter should actually explain why it has concluded that information not relevant to the managers of the entity’s capital would be relevant to the capital providers. If the standard setter will do so, it should also explain why information relevant to the managers is also relevant for the capital providers, the capital providers should not get an information overload. Furthermore, the standard setter should also explain for which capital provider the information will be relevant and why. This is theoretically quite an interesting point of view, but will lead to an unnecessary increase of the volume of accounting standards.
Yours sincerely,
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Hans de Munnik
Chairman Dutch Accounting Standards Board
