EUROPEAN FEDERATION
OF ACCOUNTANTS AND AUDITORS

FOR SMES
IFRS Foundation Salvador Marin
Columbus Building President
7 Westferry Circus
Canary Wharf 4 Rue Jacques de Lalaing
London, E14 4HD B-1040 Brussels

M +34 646 018 552
salvador.marin@efaa.com

07 September 2026

Subject: Comment letter on IFRS Accounting Taxonomy 2025—Proposed Update 1 — General
Improvements

Dear Sir, dear Madam,

EFAA for SMEs welcomes the opportunity to respond to /IFRS Taxonomy Update 2025-Proposed Update - 1
General Improvements

The European Federation of Accountants and Auditors for small and medium-sized enterprises (EFAA for SMEs)
is an umbrella organisation for national accountants and auditors’ organisations whose individual members
provide professional services primarily to SMEs within the European Union and Europe as a whole. EFAA for
SMEs has 15 members throughout Europe representing over 400,000 accountants, auditors and tax advisors.

EFAA's replies have been developed with the support of its Accounting and Tax Expert Group, and the EFAA
Board of Directors.

Please find our contributions on this matter after my signature and do not hesitate to contact us in need of any
further clarification. We remain at your disposal.

Yours sincerely,

Salvador Marin
EFAAX President
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Question 1—Categorising text block elements

(a) Do you agree with the Foundation’s proposals to categorise text block elements into four distinct types—
namely ‘note’, ‘policy’, ‘table’ and detailed text block elements—and to amend the element labels of ‘note’,
‘policy” and ‘table’ text block elements to reflect those categories (paragraphs 9—19)?

EFAA for SMEs supports amendment of labels to create four distinct types on the basis that the proposals seek
to achieve greater consistency in tagging disclosed information, which EFAA supports as it leads to a better
quality of accounts disclosure for users. However, there is a danger that expanded guidance may adversely
impact SMEs disproportionately in terms of time and costs to comply with the revised regime, as they face
greater resourcing constraints than larger companies. That concern applies specifically to two groups. In the
European Union, small-cap issuers admitted to trading on a regulated market must tag their IFRS consolidated
financial statements under the European Single Electronic Format and typically depend on smaller practices for
support. Separately, although these proposals apply only to the IFRS 18 entry point, EFAA assumes the same
modelling policy would in time be applied to the elements reflecting the IFRS for SMEs Accounting Standard, and
the concern extends to preparers applying that Standard (see EFAA's response to Question 4).

EFAA therefore calls for clear guidance to be provided alongside the changes, with clear worked examples of
correct disclosure that are relevant to SMEs. We urge the Foundation to ‘think small first’ throughout this
revision process i.e. to start from the perspective of the smallest companies rather than considering them at the
end of the process which is focussed upon the largest companies.

EFAA for SMEs represents 15 professional accountancy organisations with over 400,000 members. A significant
proportion of these members work in SMPs (small- and medium-sized practices) acting as trusted advisors,
preparers and auditors of SMEs across Europe. This gives EFAA direct insight into the preparers and users of
tagged SME financial statements.

(b) Do you agree with the Foundation’s proposals to:

(i) amend the documentation labels for all ‘note’, ‘policy’ and ‘table” text block elements by adding a prefix, and
to introduce guidance labels for all ‘note’ and ‘policy” text block elements (paragraph 20); and

(i) introduce parent—child relationships between closely related ‘note’ text block elements and ‘policy” text block
elements in their respective presentation groups (paragraphs 21-27)?

EFAA agrees with the proposed amended documentation levels on the basis that the changes are intended to
provide greater consistency in tagging digital financial information and notes with approval the examples
provided which will assist SMEs.

In principle EFAA agrees with the proposed introduction of parent-child relationships given that their purpose is
to improve structural clarity, which EFAA supports. The example provided is also helpful. EFAA would, however,
welcome confirmation, ideally in the guidance labels themselves, that parent-child relationships are navigational,
and do not imply an expectation that a preparer tags at every level of the hierarchy where the parent element
alone faithfully represents the disclosure made.

If not, please specify what changes you suggest instead and why.
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Question 2—Applying the revised narrative element policy to narrative elements created under the previous
approach

In developing the IFRS Sustainability Disclosure Taxonomy, the Foundation revised its policy for creating
narrative elements. Under the revised policy, separate narrative elements are created only for disclosures that
are expected to be separately understandable to users without any additional information and readily
identifiable in general purpose financial reports. Under the previous approach, a separate narrative element was
created for each distinguishable piece of narrative information.

(a)Do you agree with the Foundation’s proposal to apply the revised policy on narrative elements to existing
narrative elements created under the previous approach, and with how the Foundation has proposed to apply
that policy, including the identification of elements to be deprecated or retained and the creation of narrative
elements that represent a broader concept (paragraphs 28—42)? If not, please specify what changes you suggest
instead and why.

EFAA agrees with the proposal and its suggested application on the basis that the Foundation seeks to increase
clarity and remove excessive detail, which EFAA supports as improving the quality of financial reporting for users.
EFAA also commends the provision of examples. EFAA notes that this approach is consistent with broader efforts
to make sustainability-related digital reporting more proportionate and user-focused. Examples include EFRAG's
Voluntary Sustainability Reporting Standard for non-listed SMEs (VSME) and its accompanying XBRL Taxonomy,
published in May 2025, which similarly prioritise clarity and usability over granular, excessive tagging. EFAA
encourages the Foundation to continue monitoring such parallel developments to support convergence in
taxonomy design practice.

(b) Do you agree with the Foundation’s proposed consequential approaches that would result from applying the
revised policy on narrative elements, such as:

(i) adding paragraph references from elements proposed to be deprecated applying the revised policy to the
broader narrative element that is either retained or newly created (paragraphs 43—46); and

(ii) retaining non-narrative elements—currently included beneath the elements proposed to be deprecated—as
children of those broader narrative elements (paragraphs 47-48)? If not, please specify what changes you
suggest instead and why.

EFAA supports the proposed approach on paragraph references given the advantages identified, including
aligning the modelling approach in the IFRS Accounting Taxonomy with that in the IFRS Sustainability Disclosure
Taxonomy.

EFAA also supports the proposed approach to retaining non-narrative elements given that it seeks to maintain
the structure of the IFRS Accounting Taxonomy.

(c) Do you have any views on the Foundation’s rejected alternative approach of retaining deprecated narrative
elements as non-taggable, abstract ‘context marker’ elements (paragraphs 49-53)?

EFAA commends the Foundation on considering in some detail an alternative approach, but agrees that the risk
of potential inconsistencies introduced, including between the IFRS Accounting Taxonomy and the IFRS
Sustainability Disclosure Taxonomy, outweigh the potential advantages of such an approach.

If yes, please specify why you would recommend retaining the deprecated elements as abstract elements or,
alternatively, why you would advise against using this approach.
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Question 3—O0ther general improvements

Do you agree with the Foundation’s other proposed changes to the IFRS Accounting Taxonomy, including:
(a) introducing categorical elements under some narrative elements (paragraphs 55-56);

(b) amending the documentation labels of some narrative elements (paragraph 57);

(c) creating one text element (paragraph 58); and

(d) changing the element type of some elements (paragraphs 59—61)?

EFAA supports these proposed changes, particularly where they relate to clear improvements or reducing
complexity, and where they represent the result of feedback from stakeholders.
If not, please specify why.

Question 4—Further changes

Do you have any other comments or suggestions on the proposals to be included in the IFRS Accounting
Taxonomy 2027, or any general comments on the IFRS Accounting Taxonomy as a whole that we should consider
in future Taxonomy releases?

EFAA has one further suggestion, which relates to the scope of this update rather than to the specific proposals.
Paragraph IN6 explains that this Proposed Update includes only changes relating to the IFRS 18 entry point. The
general improvements proposed - the categorisation of text block elements and the application of the revised
narrative element policy - would therefore not, at this stage, extend to the elements of the IFRS Accounting
Taxonomy that reflect the IFRS for SMEs Accounting Standard. EFAA notes this gap because the IFRS for SMEs
Accounting Standard is itself built on a 'think small first' and proportionality basis, and the digital reporting layer
that supports it should reflect the same thinking. Leaving the SME-related elements out of scope for an extended
period risks the two views of the Taxonomy drifting apart in ways that are disproportionate to the underlying
differences between the two Standards.

The third edition of that Standard is effective for annual periods beginning on or after 1 January 2027, and the
Foundation has indicated that a corresponding update to the Taxonomy is being developed. EFAA encourages
the Foundation to align the two workstreams on this basis: applying a modelling policy to the IFRS for SMEs
elements that is consistent in approach with the rest of the Taxonomy, but calibrated to the scale and
complexity of SME reporting, and exposing the updated IFRS for SMEs content for comment in time for
preparers and filing authorities to implement it alongside the third edition. In developing that update, it would
also be worthwhile for the Foundation to look at what is being done at national level in European countries and
at EU level and to seek the greatest degree of convergence practicable with that work. This would materially
ease the burden on the many thousands of SMPs and SMEs across Europe that rely on structured reporting,
particularly those engaged in cross-border business outside the EU, for whom divergent taxonomies translate
directly into duplicated mapping and reconciliation work. Divergent or disproportionate modelling between the
two views of the Taxonomy would fall particularly on the smaller practices that support preparers under both
frameworks, and on jurisdictions that collect structured filings under both. This reflects a principle IFAC has
articulated in its work on corporate reporting: alignment around a single, high-quality approach should be
pursued before divergence becomes entrenched.
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