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Subject: Consolidation Exception Proposed amendments to the IFRS for SMEs Accounting Standard 
 
Dear Sir, dear Madam, 
 
EFAA for SMEs welcomes the opportunity to respond to the Exposure Draft Consolidation Exception IFRS for 
SMEs Accounting Standard 
 
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 
 
Yours sincerely, 

 
 
 
Salvador Marín 
EFAA President 
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Question 1—Proposed amendments to paragraph 9.3 of the IFRS for SMEs Accounting Standard 
Paragraph 9.3 of the IFRS for SMEs Accounting Standard (Standard) permits a parent not to present consolidated 
financial statements if its ultimate parent (or any intermediate parent) produces consolidated general purpose 
financial statements that comply with full IFRS Accounting Standards or the Standard. 
The IASB is proposing to extend the exception from presenting consolidated financial statements. Under the 
proposed extension, a parent need not present consolidated financial statements if its ultimate parent (or any 
intermediate parent) produces financial statements that comply with full IFRS Accounting Standards, in which 
investments in subsidiaries are measured at fair value through profit or loss in accordance with IFRS 10 
Consolidated Financial Statements. 
Paragraphs BC6–BC16 explain the IASB’s rationale for this proposal. 
 
Do you agree with this proposal? Why or why not? If you disagree, please state whether you suggest the IASB 
consider this amendment in the next periodic review of the Standard, or not at all. 
 
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 practical costs of 
consolidation for smaller groups. 
EFAA supports the proposed amendment to paragraph 9.3. The extension is consistent with the cost-benefit 
principle underlying the Standard itself: consolidated financial statements should be required of a subsidiary 
applying the Standard only where they provide information not otherwise available to users. This would not be 
the case where the ultimate parent, or an intermediate, applies full IFRS Accounting Standards and measures its 
investments in subsidiaries at fair value through profit or loss under the investment entities exception in IFRS 10. 
In such circumstances, users already have access to fair-value-based information at group level, provided those 
financial statements are available to them, and access to relevant information through the SME’s separate 
financial statements and the financial statements of the investment-entity parent. Although the exception may 
result in some loss of consolidated information, EFAA considers that, in the circumstances covered by the 
proposed amendment, the resulting cost savings are likely to outweigh that loss of information. Requiring the 
SME subsidiary to also prepare full consolidated financial statements would therefore impose disproportionate 
preparation, compliance and audit costs - often borne indirectly by the SMP acting as the subsidiary's advisor 
without a corresponding improvement in the quality of information available to users. 
EFAA therefore agrees with the proposal, subject to one observation. 
That alignment should, however, be complete. Paragraph 4(a)(iv) of IFRS 10 makes the exception available only 
where the parent’s financial statements are available for public use; the proposed paragraph 9.3(b)(ii) omits that 
condition, and paragraph BC12 records that the IASB decided against requiring any compensating disclosure. 
Where the parent is a privately held fund structure whose financial statements are not publicly available, and the 
sub-group is consolidated nowhere, users of the SME’s financial statements would have no route to the 
information at all. EFAA therefore recommends that the public-availability condition in paragraph 4(a)(iv) of IFRS 
10 be reflected in paragraph 9.3(b)(ii). This is consistent with the principle, articulated by IFAC in its own 
responses on the Standard, that the concepts underpinning full IFRS Accounting Standards and the Standard 
should be the same, with their application modified to reflect the needs of users of SMEs’ financial statements. 
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Question 2—Effective date and transition 
The IASB is proposing that an entity apply the amendments to paragraph 9.3 of the Standard at the same time 
and on the same basis as it applies the third edition of the Standard. Paragraph BC17 explains the IASB’s 
rationale for this proposal. Do you agree with this proposal? Why or why not? If you disagree, please explain 
what you would suggest instead and why. 
EFAA supports the proposal, and agrees that aligning the effective date with the third edition avoids the delay 
that would follow from deferring the matter to the next periodic review. Aligning the effective date with the 
third edition would also avoid unnecessary implementation costs and disruption that could arise if eligible SMEs 
were first required to implement the existing consolidation requirements and subsequently transition to the new 
exception. 
EFAA notes, however, that as drafted the relief can be obtained early only by an entity that early-applies the 
third edition in its entirety, and invites the IASB to consider whether this narrow-scope amendment could be 
applied independently of the remainder of the third edition. 
 


