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The committee has reviewed the noted document at their meeting on the above date and
has made the fallowing comments:

Questions:

la Full IFRS s are not congdered suitable for amdler entities. In many ingances
they are too complicated and the cost of complying with certain messurement
requirements are disproportionate to the associated benefits. In addition to this
some of the measurement criteria are not necessarily gppropriate for smaler

entities.

1b. The Board should develop separate reporting sandards for smal and medium
gzed entities and this project should be given ahigh levd of priority. Whether
this development should be in the form of acomplete st of andards or separate
stand done document in adifferent perhaps more traditiona format is discussed
below in quetion 1c.

lc. Whilgt the committee do not believe that any sandards developed for smdl and
medium sized entities should be used for listed companies we do not see the need
for the IASB to be involved in this matter but should leave thisto the jurisdictions
of the countries concerned to decide as long as the accounts state which set of
gtandards have been followed.

2. We agreein principa with objectives st out in prdiminary view 2 dthough the
objective of dlowing easy trangtion to full IFRS sfor those companies that
become publicly accountable should not be given ahigh leve of priority. Those
companies represent aminority of samall and medium szed entities and therefore
thistrangtion isaspedidist area. Talloring SME standards towards this group of
businesses may not alow the other objectives to be met effectively.

3a We do not fed that it is essentid for the Board to describe the characterigtics as
this could perhaps be better |eft to the nationd jurisdictionsto decide. It is agreed
that the characterigtics do not necessarily need to be sized based and could
perhaps be based on a public interest criteria. The Board could Smply Sate thet
the sandard for SMIE’ s can be used by dl companies that do not have to use full
IFRS.



3c.

3e.
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We agree thet that standards should be broadly based at dl entities but should aso
be looking to achieve a smplified gandard. Thisis more of abottom up gpproach
rather than atop down gpproach which should help produce fresh thinking and be
less based on the full IFRS swith just minima disclosure exemptions.

We do not believe that the Board neaeds to get too involved in the issue of public
accountability asthis can be primarily Ieft to the nationd jurisdictions who would
be applying the sandards. There will be so many differing views on what is
publicly accountable in the different countries that specific definitions could not
be internationdly workable.

Agan the decison on who can and cannot use the SME standards should be left
to the nationd jurisdictions but in principal we would agree that this should be
subject to a veto by asgnificant minority of shareholders but not any one
individud shereholder.

Agan we believe that this decison could be left to the nationd jurisdictions but
can not seethat it is necessary for there to be a compulsion for the individua
entities to prepare full IFRS satements. This may otherwise lead to the incurring
of cogtsin the production of information theat is of little red vaue.

We do not see that companies adopting the sandards for SME' s should be
compelled to look to the gppropriate IFRS to resolve particular issues not covered
in the sandard. Our preference would be for option B as discussed in paragraph
41 where thisis | eft to judgement with full IFRS for areference point. This
therefore enables companies to use what is consdered to be GAAP a thetime.

We do not believe that companies should be able to revert to full IFRSon a
piecemed bass Measurement must follow consstently ether the full IFRS sor
the full SME verson. If additiond disclosures are congdered gppropriate then it
has aways been the case that these can be voluntarily made by those companies
following the SMIE verson.

We do not bdieve that companies should be able to revert to individud IFRS s
ether on afull individua sandard basis or on particular principles. However
where matters are not addressed in the SME version then we would prefer option
B where companies are alowed to refer to full IFRS s to determine the principles
to be usad in that particular area.

We agree that any SME standard would need to sem from the generdly accepted
practice covered by the full IFRS standards. However adopting atop down
goproach by using the full gandards asthe initid bassis unlikely to leed to the
amplification required by the mgority of SME's. Wewould prefer the SME
gandard to be in a more gppropriate structure possibly using a profit and loss
acocount, balance sheet followed by a notes gpproach. Each section would require
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dl the IFRS sto be examined to determine which principles are needed in eech
areaand which are not. Thiswill produce amore usesble format because in each

particular areathere may be a number of IFRS sthat need to be consdered.

We bdieve that the modifications required for the SME's should be based on a
combingtion of the users needs and cogt benefit andyss. These will obvioudy
differ from areato areawhere appropriate. The Board will haveto useits
judgement as to which criteriais more gppropriate in the various circumstances.

In consdering the cost benefit andysis we consder that externa cogts to the
business such as the employment of experts are more relevant than the assessment
of internd time used on a particular issue. We bdlieve that a happy compromise

of what is practica for the smaler business needs to be achieved.

Thereisthe potentid for sgnificant reductions in disclosure but in practise

amdler busnesses will see alesser reduction than larger ones. We cannot see that
the SVIE standard will increase disclosure as compared to IFRS but agree thet it
will not necessarily reduce disclosure as compared to the current sandardsin use
in anumber of countries

We agree that where possible the recognition and measurement criteriaused in the
SME gandard should be the same but we aso agree that the Board should be
prepared to move from this where the costs benefit analyssis not persuasive.

We agree that the SME stlandard should be published in a separate printed
volume. We do not bdlieve that it should be in IFRS format but, as detailed
above, some other more gppropriate format perhgps based on a profit and loss
account, balance sheet and notes ordering system.

The difficulty in adopting an IFRS or topicd ordering system is that there will be
anumber of IFRS sthat may be rdevant in aparticular area. This document is
designed for smdler businesses who will not necessarily have the expertise to pull
together the relevant issues which therefore need to be presented as a separate
considered view on eech area. Oncetheinitid SME standard has been prepared
the development of this needs to be run in conjunction with the development of
full IFRS to avoid any time lag which could leed to confusions over the gpproach
be to adopted in new areas. As noted above we believe that there should be one
gandard as opposed to numerous individud gandards and thereforeit is essentid
for there to be an objective summary and aglossary. If there are to be a number
of sandards then the volume containing these sandards should aso have thesein
addition to atable of derivation and referencesin case you need to refer to the full
standards.

We bdlieve that the formulation of astandard for SMIE's should be sarted as
quickly as possible, given adequate resources and exposed and tested at the
appropriate level with sufficient time for proper comment.



We would aso hope that the Board would give sufficient weight to responses to
the exposed document from smal businesses and those advising small businesses.



