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DATEV eGis the nunber 1 in Europe for data processing, service and
software for tax consultants, accountants, |awyers and their clients. The
pur pose of the co-operative is to comercially pronpte its approx. 39.000
nmenbers by providing themw th support in all services supplied by themto
their clients. In Germany nore than two thirds of all conpanies use DATEV
Accounting through their tax consultants; nonthly wages and sal aries are
calculated for every fourth enployee by using DATEV systens. Subsidiaries
in the Czech Republic, Austria, Italy as well as in Poland vouch for the
success of the co-operative organisation, even if DATEV is reticent in

tal ki ng about its first steps towards becom ng a European service provider
Wth 150 conputer progranms and nore than 1.000 enpl oyees in the software
devel opnent the co-operative is one of the | argest business software houses
in the world.

Position papers of DATEV are set up exclusively fromthe perspective of the
organi sation as a professional |IT service provider, therefore they are
provi ded i ndependently from positions of professional organisations such as
chanmbers and associ ati ons.
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Prelimnary Views on Accounting Standards for Small and Medium Sized
Entities

Di scussi on Paper

Question 1la
Do you agree that full |IFRSs should be considered suitable for al
entities? If not, why not?

No — the costs (i.e. for additional accounting know how or for the
i mpl ementation of information systens) woul d exceed the benefits SMEs woul d
have from applying full |FRSs.

Question 1b
Do you agree that the Board shoul d devel op a separate set of financia
reporting standards suitable for SMES? |If not, why not?

Yes, but according to the follow ng preni ses:

- A separate set of financial reporting standards suitable for SMES
shoul d not be nmandatory but voluntary to conply with.

- The preparation of financial statements according to | ASB Standards
for SMEs should not be nore el aborate than that of financia
statenments according to national reporting standards (i.e. HGB), not
considering efforts needed to get acquainted with the | ASB Standards
for SMEs.

- In case of voluntary conpliance of IFRS for SME di scl osure should not
be mandatory.

- The taxable income is further deternined by national provisions.

Question 1c

Do you agree that | ASB Standards for SMEs should not be used by publicly
listed entities (or any other entities not specifically intended by the
Board), even if national law or regulation were to permt this? Do you al so
agree that if the 1ASB Standards for SMEs are used by such entities, their
financial statenents cannot be described as being in conpliance with | FRSs
for SMEs? If not, why not?

No

No - the decision which accounting standards an entity has to conply with
shoul d be made by the national |egislative authorities (see Regulation (EC)
N° 1606/ 2002 of 19 July 2002) or the conpetent supervision authority.
Entities orientated in the capital market not exceeding certain
quantitative size criteria should have the option to prepare their
financial statenents conplying either with full IFRSs or with | ASB

St andards for SMEs (see answer to Question 3a).

Fi nanci al statenents prepared in accordance with | ASB Standards for SMES
nust refer to these standards correctly. The principle of conparability
nmust apply and guarantees that entities can not arbitrarily choose between
sets of standards.

Question 2
Are the objectives of IASB Standards for SMEs as set out in prelimnary
view 2 appropriate and, if not, how should they be nodified?

Yes (in principle) — the anmobunt of reporting notes has to be reduced
consi derabl y.
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Question 3a

Do you agree that the Board shoul d describe the characteristics of the
entities for which it intends the standards but that those characteristics
shoul d not prescribe quantitative “size tests”? If not, why not, and how
woul d an appropriate size test be devel oped?

The preparation of financial statements according to | ASB Standards for
SMEsS on a voluntary basis should generally be possible for all entities
which are not orientated in the capital market. Furthernore, the

determ nation of quantitative size criteria should be possible. Thus,
certain entities which are orientated in the capital narket but do not
fulfill these size criteria could have the option to prepare their
financial statenents either according to full IFRSs or according to | ASB
St andards for SMEs.

Question 3b

Do you agree that the Board shoul d devel op standards that would be suitable
for all entities that do not have public accountability and shoul d not
focus only on sone entities that do not have public accountability, such as
the relatively larger ones or only the relatively smaller ones? If not, why
not ?

Yes. The entities actually being obliged to foll ow SME Standards shoul d be
defined by supranational (i.e. EU) or national |aw or regulation. A
vol untary application of SME Standards shoul d be possible for all SMEs.

Question 3c

Do the two principles in prelimnary view 3.2, conbined with the
presunptive indicators of “public accountabilty” prelimnary view 3.3
provi de a workable definition and appropriate gui dance for applying the
concept of “public accountability”? If not, how would you change thenf

3.2 a) No — what is “a high degree of outside interest”? Proposal: at |east
50% of st akes

3.2 b) Yes

a) Yes

b) Yes

c) Yes

d) No — the term“economically significant” is too undeterm ned. Thus,
the termis not useful for reliable classifications of entities.

If a supranational / national legislative authority estimates full |FRS
appropriate for any other business entity than defined in 3.3 a) — c) these
authorities should define the criteria according to their supranational /
nati onal needs. These entities should then provide information in their
financial statenments why they are obliged to apply full I1FRS

w W o w
wWwww

Question 3d

Do you agree that an entity should be required to use full IFRSs if one or
nore of the owners of its shares object to the entity s preparing its
financial statenents of | ASB standards for SMES? |If not, why not?

No — which kind of reporting standards (I FRS, |ASB standards for SMEs or no
i nternational reporting) the entity has to apply should be regul ated by
supranational / national law. In cases of voluntary conpliance the decision
can definitely not be that of one or nore owners. The issue has to be
handl ed according to national conpany law. If the majority of owners
demands for financial statenents conplying with full IFRSs, it can enforce
a change of the articles of association.
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Question 3e

Do you agree that if a subsidiary, joint venture or associate of an entity
with public accountability prepares financial information in accordance
with full 1FRSs to neet the requirenents of its parent, venturer or

i nvestor, the entity should conply with full |IFRSs, and not | ASB Standards
for SMEs, in its separate financial statements? If not, why not?

No — this issue lies not within the responsibility of the Board to decide,
but concerns the relationship between the subsidiary, joint venture or
associate and its parent, venturer or investor. If the parent, venturer or
i nvestor wants the subsidiary, joint venture or associate to conply with
full ITFRSs it should do so. Oherwise it should be regarded as a “nornal”
SME and report in accordance with I ASB standards for SMEs. The particul ar
entity nust be able to decide on its own according to which Standards it
wants to prepare its financial statenents

Question 4

Do you agree that if |IASB Standards for SMEs do not address a particul ar
accounting recognition or neasurenment issue, the entity should be required
to look to the appropriate IFRS to resolve that particular issue? If not,
why not, and what alternative would you propose?

No — the reversion to the framework is nore appropriate (sane procedure as
using full 1FRSs). Reason: the applicant otherwi se has to provide the ful
know edge of I FRSs and especially the cost / benefit factor of the

i mpl enentati on of | ASB Standards for SMEs woul d be questioned

Question b5a

Shoul d an SME be permitted to revert to an IFRS if the treatnment in the SME
version of the IFRS differs fromthe treatnent in the |FRS, or should an
SME be required to choose only either the conplete set of SME standards
with no optional reversion to individual |FRSs? Wy?

An SME shoul d have the option to revert to an IFRS, if the entity considers

the full IFRS nore suitable for its accounting policy. Transparency can be
ensured by referring to the application of full IFRS in the notes.
Question 5b

If an SME is pernmitted to revert to an IFRS, should it be

a) required to revert to the IFRSin its entirety (a standard-by-
st andar d- appr oach)

b) permitted to revert to individual principles in the IFRS w thout
restriction while continuing to follow the remainder of the SME
version (a principle-by-principle approach); or

c) required to revert to all of the principles in the IFRS that are
related to the treatnent in the SME version of the IFRS (a niddle
ground between a standard-by-standard and princi pl e-by-principle
approach) ?

(b) - see answer to question 5 a
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Question 6

Do you agree that devel opment of | ASB Standards for SMEs should start by
extracting fundanental concepts fromthe framework and the principles and
rel ated mandatory gui dance from | FRSs (including interpretations), and then
maki ng nodi fi cati ons deenmed appropriate? |If not, what approach would you
fol | ow?

Yes.

Question 7a

Do you agree that any nodifications for SMEs to the concepts or principles
in full I1FRSs nmust be on the basis of the identified needs of users of SME
financial statenments or cost-benefit analyses? If not, what alternative
bases for nodifications would you propose, and why? And if so, do you have
suggesti ons about how the board mi ght anal yse the costs and benefits of

| FRSs in an SME context?

Yes.

The Board coul d anal yse the costs and benefits of IFRSs in an SME cont ext
on the basis of an anonynpus survey anpbng possi bl e users of SME Standards.
The entities should give information on certain quantitative criteria, such
as turnover, bal ance sheet nunbers, nunbers of enployees,

subsi di ari es/joint ventures/associates in a foreign country. This way it
coul d be determ ned which kind of SMEs woul d actually favour the use of

| FRSs for SMEs

Question 7b
Do you agree that it is likely that disclosure and presentation
nodi fications will be justified on the basis of user needs and cost-benefit

anal yses and that the disclosure nodifications could increase or decrease
the current level of disclosure for SMes? If not, why not?

Yes.

Question 7c

Do you agree that, in devel oping standards for SMEs, the Board should
presune that no nodification would be nade to the recognition or
measurenent principles in | FRSs, though that presunption could be overcone
on the basis of user needs and cost-benefit analysis? If not, why not?

No — sinplified standards call for sinplified recognition and neasurenent
principles. |.e. an annual inpairnment test according to | AS 36 — | npairnent
of Assets — seens to be far too conplex for SMEsS and not objective enough
Mor eover, current German taxation regul ations contradict the inpairnent
principle according to | FRS

Question 8a

Do you agree that | ASB Standards for SMEs should be published in a separate
printed volunme? If you favour including themin separate sections of each

I FRS (including Interpretations) or sonme other approach, please explain
why.

Yes.

Question 8b

Do you agree that | ASB Standards for SMEsS shoul d be organi zed by | AS/ | FRS
nunber rather than in topical sequence? If you favour topical sequence or
some ot her approach, please explain why.
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No — topical sequence is nore confortable for the applicant to work with
than 1 AS/ | FRS nunber .

Question 8c
Do you agree that each I ASB Standard for SMEs should include a statenent of
its objective, a sunmary and a gl ossary of key terns?

Yes.

Question 9

Are there any other matters related to how the Board should approach its
project to devel op standards for SMEs that you would like to bring to the
Board s attention?

No

Nur ember g/ Brussel s, 24 Septenber 2004
DATEV eG
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