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Dear Sirs,

we appreciate to comment on the draft comment letter of EFRAG with the topic "Exposure Draft of An improved Conceptual Framework for Financial Reporting (Phase A)". Basically we share the same opinion with the EFRAG as mentioned in the summary and the first appendic "some general comments about the material in the ED" of the draft comment letter, except of two aspects. First we do not agree with the identification as capital providers as the primary user group and as a consequence to focus financial reporting on theit needs. Second and as a consequence of the first aspect we would not decide the proprietary perspective as a perspective that is broad enough to encompass all users needs of financial reporting and therefore support the entity perspective.

Additionally we are very dissatisfied with the deletion of subject over form as an enhanced qualitative characteristic. In our opinion it should be kept in the hierarchy of the qualitative characteristics, even it is used by the IASB to explain the main characteristic faithful representation. We strongly stand up for to obtain subject over form as a part of the hierarchy of the qualitative characteristics in the level of an enhanced qualitative characteristic.

Yours faithfully,

DZ BANK AG
Chapter 1:
The objective of financial reporting

Question 1

The boards decided that an entity’s financial reporting should be prepared from the perspective of the entity (entity perspective) rather than the perspective of its owners or a particular class of owners (proprietary perspective). Do you agree with the boards’ conclusion and the basis for it? If not, why?

Yes, an entity’s financial reporting should be prepared from the perspective of the entity.

Question 2

The boards decided to identify present and potential capital providers as the primary user group for general purpose financial reporting. Do you agree with the boards’ conclusion and the basis for it? If not, why?

No, we do not agree with the identification of capital providers as the primary user group. The advantage to focus the needs of one primary user group of financial reporting is not sufficient clear. Shouldn’t be the aim of financial reporting to satisfy the informational needs of all stakeholders of an entity?

An example for different information needs of capital providers and other groups of stakeholders could be business entities in the private sector with a definitive object of the company by constitution or law like cooperative entities. In this case the informational needs for financial reporting of supervisory bodies or (potential) participants of the object of the company are at least as high as those of capital providers. Accordingly a constraint to capital providers as the primary user group would not satisfy all informational needs.
Question 3

The board decided that the objective should be broad enough to encompass all the decisions that equity investors, lenders and other creditors make in their capacity as capital providers, including resource allocation decisions as well as decisions made to protect and enhance their investments. Do you agree with that objective and the boards’ basis for it? If not, why? Please provide any alternative objective that you think the boards should consider.

The objective would be broad enough in the case of capital providers as the primary user group of financial reporting, but not for the information needs of all stakeholders. The objective for financial reporting should also contain the information needs based on the charter of a company.

To focus the objective on capital providers narrows the scope for the evaluation which information meet the qualitative characteristics described in chapter 2.

Chapter 2:
Qualitative Characteristics and Constraints of Decision-useful Financial Reporting Information

Question 1

Do you agree that:

a) relevance and faithful representation are fundamental qualitative characteristics? If not, why?

b) Comparability, verifiability, timeliness and understandability are enhancing qualitative characteristics? If not, why?

c) Materiality and cost are pervasive constraints? If not, why? Is the importance of the pervasive constraints relative to the qualitative characteristics appropriately represented in Chapter 2?

a) Yes, relevance and faithful representation are fundamental qualitative characteristics.

b) Yes.

c) Yes.

Question 2

The boards have identified two fundamental qualitative characteristics – relevance and faithful representation:

a) Financial reporting information that has predictive value or confirmatory value is relevant.

b) Financial reporting information that is complete, free from material error and neutral is said to be a faithful representation of an economic phenomenon.

i. Are the fundamental qualitative characteristics appropriately identified and sufficiently defined for them to be consistently understood? If not, why?

ii. Are the components of the fundamental qualitative characteristics appropriately identified and sufficiently defined for them to be consistently understood? If not, why?

i. Yes.

ii. No, because in paragraphs BC2.18 and BC2.19 is mentioned that substance over form is redundant to faithful representation. Why is substance over form redundant if it is an attribute of faithful representation and therefore is needed to explain this fundamental characteristic. Faithful representation as itself is not sufficient clear without illustration the characteristic by using phrases like substance over form and neutrality. If those phrases are helpful to illustrate faithful representation they should be included as (enhanced) qualitative characteristics for it.

Question 3

Are the enhancing qualitative characteristics (comparability, verifiability, timeliness and understandability) appropriately identified and sufficiently defined for them to be consistently understood and useful? If not, why?

No, because the replacement of reliability and the removing of verifiability as a former part of reliability doesn’t represent the qualitative meaning of this (enhanced) qualitative characteristic in a more sufficient way. The uncertainties about this (enhanced) qualitative characteristic aren’t dispelled. Accordingly we would appreciate more information and more precise definition of the enhanced qualitative characteristic verifiability.

Question 4

Are the pervasive constraints (materiality and cost) appropriately identified and sufficiently defined for them to be consistently understood and useful? If not, why?

Yes.

Additional:

P14 - 
In particular, the common framework will not override (those) standards. Some existing standards may be inconsistent with the common framework. The boards will reconsider those standards to the extent that the discrepancies meet the criteria for adding a project to their agendas.

It is doubtful that the common framework as the fundament for the IFRS bears inconsistencies to some existing standards. In those cases are either the explanations in the common framework not broad enough or the standards are flawed. Both have to be considered and reassessed if the common framework should own a fundamental function for general financial reporting purposes.

OB3 -
“General purpose financial reporting” includes but is not limited to financial statements, and thereby provides a more complete basis on which to achieve those outcomes.

What is the coverage of the term general purpose financial reporting if it is not limited to financial statements? Could you describe the subjects of that coverage?
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