[image: image1.jpg]



VIEŠOJI ĮSTAIGA

LIETUVOS RESPUBLIKOS APSKAITOS INSTITUTAS


Stig Enevoldsen

Chairman

European Financial Reporting Advisory Group 

Avenue des Arts

B-1040 Brussels

Belgium








24 March 2006

Dear Mr. Enevoldsen,

Comments on Discussion Paper – Management Commentary

The Lithuanian Standards Board’s (the Board) detailed comments are presented below while answering to each question presented in the Discussion Paper Management Commentary (MC).  

Question 1: Do you agree that MC should be considered an integral part of financial reports? If not, why not?

The Board believes that MC should be an integral part of financial reports. Although meaning of title “financial reports” is doubtful. From the Boards point of view this term refers to report that contains financial information. Meanwhile MC contains non-financial information. Therefore we suggest refraining from the use of term “financial” in title of the report. 
Question 2: Should the development of requirements for MC be a priority for the Board? If not, why not? If yes, should the IASB develop a standard or non-mandatory guidance or both?


The Board suggests that MC should be developed as a standard but with exception stating that MC is mandatory only for listed entities (as it is in IAS 14 Segment reporting). 

If non-listed entities that are not under requirement to present MC decide to apply IFRS for their financial statements they will face difficulties in asserting compliance with IFRSs. 

Question 3: Should entities be required to include MC in their financial reports in order to assert compliance with IFRSs? Please explain why or why not. 


As it was noted above the Board believes that only listed entities should include MC in their financial reports in order to assert compliance with IFRS. 

Question 4: Do you agree with the objective suggested by the project team or, if not, how should it be changed? Is the focus on the needs of investors appropriate? 


The Board considers the objective suggested as appropriate and explained comprehensively. Moreover the focus namely should be oriented to investors as prime users. 

Question 5: Do you agree with the principles and qualitative characteristics that the project team concluded are essential to apply in the preparation of MC? If not, what additional principles or characteristics are required, or which ones suggested by the project team would change? 


The Board regards principles and qualitative characteristics as very exhaustive and applicable for the preparation of MC.

Question 6: Do you agree with the essential content elements that the project team concluded that MC should cover? If not, what additional areas would you recommend or which ones suggested by the project team would you change? 


The Board agrees with the structure of MC and finds it feasible to apply in practice.

Question 7: Do you think it is appropriate to provide guidance or requirements to limit the amount of information disclosed within MC, or at least ensure that the most important information is highlighted? If not, why not? If yes, how would you suggest this is best achieved?

The Board believes that qualitative characteristics put some clearance about the amount of information disclosed within MC. Equally the management of the company should decide to what extent it should disclose information in the context of environment in which entity operates. 

Question 8: Does your jurisdiction already have requirements for some entities to provide MC? If yes, are your local requirements consistent with the model the project team has set out? If they are not consistent, what are the major areas of conflict or difference? If you believe that any of these differences should be included in an IASB model for MC please explain why. 


The requirements for Annual Report settled in the law of the Republic of Lithuania  are equivalent to the requirements for Annual report  of the Fourth and Seventh EU Company Law Directives.
Question 9: Are the placement criteria suggested by the project team helpful and, if applied, are they likely to lead to more consistent and appropriate placement of information within financial reports? If not, what is a more appropriate model? 


The Boards opinion is that placement criteria are of broad nature and could lead to numerous misunderstandings while placing information between notes to financial statements and MC. However to determine relevant and exact placement criteria is obviously difficult as each entity’s environment differs on the ground of practices, legislations and other circumstances. 


The Board suggests that requirements for disclosure of information in the notes to the financial statements placed in each IAS/IFRS are explicit and could help to make distinction between disclosure requirements for notes and MC. Therefore if management decides to disclose important information and this information is not under the requirements of IAS/IFRS it should place it in MC.

Sincerely,

Laimute Kazlauskiene

Chairwoman 

The Lithuanian Standards Board
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