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Dear Mr. Enevoldsen,

Comments on Draft Comment Letter on IASB Exposure Draft IFRS for SMEs
The Standards Board of the Republic of Lithuania (the Board) is pleased to comment on the Draft Comment Letter on IASB Exposure Draft IFRS for SMEs. 
Detailed comments are given bellow while commenting on each question is raised in this paper:
Question 1 – Stand alone document
With the objective of stand alone document in mind, are there additional transactions, other events or conditions that should be covered in the proposed standard to make it more self-contained? Conversely, is there guidance in the draft standard that should be removed because it is unlikely to be relevant to typical SMEs with about 50 employees?
The board believes that if the main objectives to make stand alone document the remaining fallback to IFRS should to be eliminated and instead of fallback should be included simplified guidance from IFRS.
Question 2 – Recognition and measurement simplifications that the Board adopted

Are there other recognition and measurement simplifications that the Board should consider? In responding, please indicate:

(a) the specific transactions, other events or conditions that create a specific recognition or measurement problem for SMEs under IFRS;

(b) why it is a problem;

(c) how the problem might be solved.

The board agrees that accounting for financial instruments remains too complex for SMEs and needs to be clarified. The board agrees with EFRAG’s comments concerning testing of hedging effectiveness and think that this procedure is too complex for SMEs. Furthermore, the board believes that the requirement to recognize directly in equity effective portion of the change in the fair value of hedging instrument should be omitted and all changes should be recognized in profit and loss.
Question 3 – Recognition and measurement simplifications that the Board considered but did not adopt

Should the Board reconsider any of those and, if so, why?
We agree with EFRAG’s comments that equity settled share-based payment transactions should meet the cost/benefit trade off for SMEs and standard should require disclosure only.
Question 4 – Whether all accounting policy options in full IFRSs should be available to SMEs

Do you agree with the Board’s conclusions on which options are the most appropriate for SMEs? If not, which one(s) would you change, and why?

Should any of these options that would be available to SMEs by cross-reference to the full IFRSs be eliminated from the draft IFRS for SMEs and, if so, why?

We agree with EFRAG’s comments and support view, which disagrees with use of cross-references to IFRSs.
Question 5 - Borrowing costs

Do you agree or disagree with the proposal to allow SMEs to choose rather the expense model or the capitalization model for borrowing costs, and why?

On this case we disagree with EFRAG’s comments. We believe that capitalization model is too burdensome for SMEs, so we support expense model only.
Question 6 – Topics not addressed in the proposed IFRS for SMEs
Should any additional topics be omitted from the IFRS for SMEs and replaced by a cross-reference? If so, which ones and why?

Please refer to our answer to question 1 above.
Question 7 – General referral to full IFRSs

Are the requirements in paragraphs 10.2 – 10.4 coupled with the explicit cross-references to particular IFRSs in specific circumstances appropriate? Why or why not?

We agree with EFRAG’s comments that no explicit cross-reference is needed.
Question 8 – Adequacy of guidance

Are there specific areas for which SMEs are likely to need additional guidance? What are they and why?

We agree with EFRAG’s comments.
Question 9 – Adequacy of disclosures

Are there disclosures that are not proposed that the Board should require for SMEs? If so, which ones and why? Conversely do you believe that any of the proposed disclosures should not be required for SMEs? If so, which ones and why?

The Board believes that for small and micro entities should be more exemptions. The users of financial statements of such types of entities don’t need so many disclosures as provided in the ED.
Question 10 – Transition guidance

Do you believe that transition guidance is adequate? If not, how can it be improved?

We agree with EFRAG’s comments that the hurdle for SMEs should be far lower than the hurdle included in the full IFRS.
Question 11 – Maintenance of the IFRS for SMEs

Is the approach to maintaining the IFRS for SMEs appropriate, or should be modified? If so, how and why?

We agree with EFRAG’s comments that IFRSs for SMEs should to be disconnected from revisions of full IFRS.
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