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Dear Mr. Enevoldsen,

The Polish Ministry of Finance is pleased to comment on the draft EFRAG Comment Letter on IASB Exposure Draft IFRS for Small and Medium-Sized Entities. EFRAG’s analysis of this draft IFRS gives not only a good critical and constructive views on the proposed solutions but also is very helpful in understanding major changes to the full IFRS. 

Our general remark refers to the potential user group of this standard. It seems to be an unachievable objective to prepare a single set of accounting standards for all non publicly accountable companies due to the diversity of the entities included in that group.

In our view the proposed “IFRS for SMEs” seems to be hardly applicable by the small and medium sized companies in Poland as they would face problems with appropriate interpretation of this IFRS due to the fact that the current national accounting law is far more rule-based than principle-based. It would also pose to them additional administrative and financial burdens without any visible advantages of the implementation of this standard. In our opinion the potential user group of this IFRS in Poland would be the large non-listed companies which have sufficient accounting staff resources and whose financial statements are audited on a mandatory basis. The statutory auditors would ensure proper interpretation by implementation of this standard and enhance improvements in the quality of financial statements. Without the statutory audit the quality and comparability of financial reporting under the proposed IFRS is likely to deteriorate. 

As long as the target group is not narrowed to the most likely user group of this IFRS it is difficult to give final comments on the draft IFRS. If we think on SMEs as the target group, the draft IFRS should be further simplified and be disconnected from full IFRS, due to the fact that SMEs seldom enter the regulated market. But if we think on large non-listed companies that are likely to enter the regulated market in the long-term perspective, the draft IFRS should stick close to the full IFRS and be revised/updated accordingly to full IFRS.

Please find below our preliminary comments following the six suggested topic which EFRAG raised in the cover comment letter:

1 - The final standard should be a comprehensive stand-alone document 

We support EFRAG’s view that if the IFRS should be a self-contained document all cross-reference to full IFRS should be eliminated by including in the draft IFRS simplified principles and/or lifting the options. That approach would suit best to the small and medium –sized entities (as described by the Fourth Directive). But if we choose as a target group large non-listed companies, the cross-references should be eliminated by including all options and standards concerned in the draft IFRS.

We would also like to draw your attention to the legal problem that might be created by the maintenance the cross-references to full IFRS by the IASB which could be an additional argument against cross-references. There is a risk of mandatory fall-back to the options or standards which have changed or even removed in the meantime from full IFRS. In the context of cross-references a further problem might be the endorsement process of the full IFRS in the EU (carve outs and timing differences). If the national regulator would make the “IFRS for SMEs” legally binding for entities which would be permitted or obliged to use it, it is not possible to accept that there will be a cross-reference to the full standards that might change in the future without his acceptance. 

2 – “IFRS for SMEs” is not the most appropriate label

We agree with EFRAG. The label “SMEs” should be changed as it is misleading and the definition provided in this IFRS is based primarily on the nature of an entity (non-listed companies and non-financial institutions, any pension funds or insurers) rather than on its size. 

3 – Users’ needs ought to be analysed further and more changes to recognition and measurement principles may be needed

We fully support EFRAG in its call for a further analysis of users’ needs to be carried out by the IASB. 

4 – More simplifications in recognition and measurement should be considered

We agree with EFRAG apart from the proposal to drop the direct method for the cash flow statement. In our view this method is useful for managers using the cash budget approach.

5 – Differences with full IFRS may be warranted when a need for improvement has been identified and is particularly relevant for SMEs (equity/liability split) 

We support EFRAG’s view.

6 – The standard could benefit from being redrafted 

We agree with EFRAG. In our opinion the proposed restructuring of the draft IFRS would bring more clarity and make the standard more “user-friendly”.

We generally agree also with EFRAG’s proposals included in Attachments 1 – 3.

Yours sincerely,

Joanna Dadacz

Director of Accounting Department

Polish Ministry of Finance
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