


 

 

 

 

 

 

 

 

 

16 April 2004 

 

Colin Fleming 

International Accounting Standards Board 

30 Cannon Street 

London EC4M 6XH 

United Kingdom 

 

 

Dear Mr Fleming, 

 

Exposure Draft ED 6, Exploration for and Evaluation of Mineral Resources 

 

Norsk RegnskapsStiftelse (the Norwegian Accounting Standards Board - NASB) is pleased to 

comment on the International Accounting Standards Board’s (the Board’s or IASB’s) 

Exposure Draft—ED 6 Exploration for and Evaluation of Mineral Resources (referred to as 

ED 6 or the draft standard).  Our responses to the questions raised in the Exposure Draft are 

set out in the Appendix to this letter. 

 

We support IASB’s efforts to address industry specific accounting questions for the Extractive 

Industries. We urge IASB to address these issues as part of a comprehensive project involving 

the development of proper recognition and measurement principles for the extractive 

industries. We would also encourage the IASB to complete this project in conjunction with 

standard-setters from other jurisdictions that have had accounting pronouncements on these 

issues for some time. We would recommend that such a comprehensive project be performed 

in close cooperation with FASB to be able to draw experience from on USGAAP standards, 

regulations and experience through the last 30 years.   

 

However, due to the time constraints we support the development of ED 6 into an 

International Financial Reporting Standard until such time as the IASB’s comprehensive 

project can be completed.  

 

 

 

Yours sincerely 

Norsk RegnskapsStiftelse 

 

 

 

Idar Eikrem 

Chairman 

 



Appendix 

Comments of Norsk RegnskapsStiftelse on 

Exploration for and Evaluation of Mineral Resources 

 

Question 1—Definition and additional guidance 

 

The proposed IFRS includes definitions of exploration for and evaluation of mineral 

resources, exploration and evaluation expenditures, exploration and evaluation assets and a 

cash-generating unit for exploration and evaluation assets.  The draft IFRS identifies 

expenditures that are excluded from the proposed definition of exploration and evaluation 

assets.  Additional guidance is proposed in paragraph 7 to assist in identifying exploration 

and evaluation expenditures that are included in the definition of an exploration and 

evaluation asset (proposed paragraphs 7 and 8, Appendix A and paragraphs BC12-BC14 of 

the Basis for Conclusions). 

 

 

Exploration  

We do believe that when considered as a separate definition ‘the search for mineral resources, 

including mineral, oil, natural gas, and similar non-regenerative resources’ is appropriate 

 

Evaluation 

We believe that when considered as a separate definition ‘the determination of the technical 

feasibility and commercial viability of the extracting the mineral resource before the decision 

to develop the mineral resource’ is appropriate.  Consistent with other IFRS standards (e.g. 

IAS 37 Provisions, Contingent Liabilities and Contingent Assets), some guidance should be 

provided on what constitutes a ‘decision’ that would change the accounting methodology.  

Such guidance should focus on ensuring entities choose a consistent point where evaluation is 

considered to be complete and development is ready to begin.    

 

 

Question 2 – Method of accounting for exploration for and evaluation of mineral 

resources 

 

(a) Paragraphs 10-12 of IAS 8 Accounting Policies, Changes in Accounting Estimates and 

Errors specify some sources of authoritative requirements and guidance an entity should 

consider in developing an accounting policy for an item if no IFRS applies specifically to 

that item.  The proposals in the draft IFRS would exempt an entity from considering the 

sources in paragraphs 11 and 12 when assessing its existing accounting policies for 

exploration and evaluation expenditures by permitting an alternative treatment for the 

recognition and measurement of exploration and evaluation assets.  In particular, the 

draft IFRS would permit an entity to continue to account for exploration and evaluation 

assets in accordance with the accounting policies applied in its most recent annual 

financial statements. 

 

(b) The Exposure Draft proposes that an entity would continue to use its existing accounting 

policies in subsequent periods unless and until the entity changes its accounting policies 

in accordance with IAS 8 or the IASB issues new or revised Standards that encompass 

such activities (proposed paragraph 4 and paragraphs BC8 – BC 11 of the Basis for 

Conclusions). 

 

Are these proposals appropriate?  If not, why not? 
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We support these proposals as an interim measure until such time as the IASB can complete 

its comprehensive project on the issues. 

 

 

 

Question 3 – Cash-generating units for exploration and evaluation assets 

 

[Draft] IAS 36 requires entities to test non-current assets for impairment.  The draft IFRS 

would permit an entity that has recognised exploration and evaluation assets to test them for 

impairment on the basis of a ‘cash-generating unit for exploration and evaluation assets’ 

rather than the cash-generating unit that might otherwise be required by [draft] IAS 36.  This 

cash-generating unit for exploration and evaluation assets is used only to test for impairment 

exploration and evaluation assets recognised under paragraph 4 (see proposed paragraphs 12 

and 14 and paragraphs BC15-BC23 of the Basis for Conclusions). 

 

Are the proposals appropriate?  If not, why not?  If you disagree with the proposal that 

exploration and evaluation assets should be subject to an impairment test under [draft] IAS 

36, what criteria should be used to assess the recoverability of the carrying amount of 

exploration and evaluation assets? 

 

We agree that exploration and evaluation assets should be subject to an impairment test under 

[draft] IAS 36 and that the proposals are appropriate as an interim measure. 

 

 

 

Question 4 – Identifying exploration and evaluation assets that may be impaired 

 

The draft IFRS identifies indicators of impairment for exploration and evaluation assets.  

These indicators would be among the external and internal sources of information in 

paragraphs 9-13 of [draft] IAS 36 that an entity would consider when identifying whether 

such assets might be impaired (paragraphs 13 and paragraphs BC24 – BC26 of the Basis for 

Conclusions).    

 

Are these indicators of impairment for exploration and evaluation assets appropriate?  If not, 

why not?  If you are of the view that additional or different indicators should be used in 

assessing whether such assets might be impaired, what indicators should be used and why? 

 

We agree with the suggested indicators of impairment.   

 

 

Question 5 – Disclosure 

 

To enhance comparability, the draft IFRS proposes to require entities to disclose information 

that identifies and explains the amounts in its financial statements that arise from the 

exploration for and evaluation of mineral resources (proposed paragraphs 15 and 16 and 

paragraphs BC32 – BC34 of the Basis for Conclusions). 

 

Are the proposed disclosures appropriate?  If not, why not?  Should additional disclosures be 

required?  If so, what are they and why should they be required? 
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We agree that the proposed disclosures are appropriate.  We believe that where an entity 

capitalises exploration and evaluation costs, a reconciliation of the opening balance of 

amounts capitalised to the closing balance of amounts capitalised should be required.  This is 

consistent with other assets such as property, plant and equipment, and intangible assets, and 

consistent with the requirements in respect of such assets.  

 

 

 



 

 

 

 

 

 

 

30 July 2004 

 

Anne McGeachin 

Project Manager 

International Accounting Standards Board 

30 Cannon Street 

London EC4M 6XH 

United Kingdom 

 

 

Dear Ms Geachin, 

 

Exposure Draft - Proposed Amendments to IAS 19 Employee Benefits April 2004 

 

Norsk RegnskapsStiftelse (the Norwegian Accounting Standards Board - NASB) is 

pleased to comment on the International Accounting Standards Board’s (the Board’s 

or IASB’s) Exposure Draft of Proposed Amendments to IAS 19 Employee Benefits – 

Actuarial gains and losses, group plans and disclosures.  Our responses to the 

questions raised in the Exposure Draft are set out in the Appendix to this letter.  

 

We are not convinced by the fact that the proposed changes for the recognition of 

actuarial gains and losses represent an improvement to current reporting under IFRS 

and we question why such a change is necessary.  First, the IASB is proposing the 

introduction of an additional option whereas its objective is to increase the 

comparability of financial statements and reduce options in IFRS literature.  Secondly, 

the proposed treatment pre-empts some of the discussions that may take place under 

the project dealing with “Reporting comprehensive income”.  Finally, it creates a 

further divergence with US GAAP and so, does not serve the purpose of global 

convergence of accounting standards.   

 

We believe that the benefits of certain of the proposed disclosures to be limited, 

particularly the sensitivity analysis, which is focused on one specific assumption 

(medical costs) and does not provide disclosure of the potential consequential effects 

of the interaction between assumptions if an assumption changes. 

 

 

Yours sincerely 

Norsk RegnskapsStiftelse 

 

 

 

Idar Eikrem 

Chairman 



 
Question 1 - Initial recognition of actuarial gains and losses 
IAS 19 requires actuarial gains and losses to be recognised in profit or loss, 
either in the period in which they occur or on a deferred basis. The Exposure 
Draft proposes that entities should also be allowed to recognise actuarial gains 
and losses as they occur, outside profit or loss, in a statement of recognized 
income and expense. 

Do you agree with the addition of this option? If not, why not? 
 

Response 

We disagree with the proposed introduction of a new option for the recognition of 

actuarial gains and losses for the following reasons: 

 

(a) it will reduce, not increase the comparability of financial statements around the 

world. IASB has clearly stated an objective of reduction of options in IFRS 

literature and the proposal is in contradiction of this objective 

(b) it pre-empts an open and full debate on certain aspects of the project of 

“Reporting comprehensive income”. The Exposure Draft proposes to include an 

additional option in IAS 19 allowing entities to recognise actuarial gains and losses 

as they occur in the balance sheet and in the Statement Of recognised Income and 

Expense (hereafter referred to as the SORIE). The improved IAS 1 Presentation of 

Financial Statements introduced the requirement to show on the face of the statement 

of changes in equity “total income and expense for the period” being the sum of a) 

profit or loss for the period and b) each item of income and expense for the period 

that, as required by other standards or by interpretations, is recognised directly in 

equity.  According to the proposed amendments to IAS 19 an entity applying the 

proposed third option would be required to present, as part of its primary statements, 

a statement of changes in equity that would be limited to the changes in equity 

arising from transactions other than with its shareholders.  Such a statement has now 

to be titled “Statement Of Recognised Income and Expense” (hereafter referred to as 

SORIE) (see paragraph 93B, Appendix F: Amendment to IAS 1 and BC 12).    In 

addition, the exposure draft proposes the following amendment to IAS 1: when an 

entity chooses to present changes in equity arising from transactions with 

shareholders separately from other transactions (i.e. only applies paragraph 96 and 

not paragraph 97 of IAS 1) the statement of changes in equity shall be titled SORIE.  

It should be noted that even if the third IAS 19 option is not used this means that 

whenever a statement of changes in equity includes only those items specified in 

paragraph 96 of IAS 1 the statement must be titled SORIE.;  

(c) it would create a significant difference of treatment with US GAAP, which 

benefits we cannot see at present.  IAS 19 already requires a large amount of 

disclosures that enable users of financial statements to adjust the financial 

statements for the effect of any unrecognised actuarial gains and losses, should 

they wish so. 

 
Question 2 - Initial recognition of the effect of the limit on the amount of a 
surplus that can be recognised as an asset 



Paragraph 58(b) of IAS 19 limits the amount of a surplus that can be recognized 
as an asset to the present value of any economic benefits available to an entity in 
the form of refunds from the plan or reductions in future contributions to the plan 
(the asset ceiling).* The Exposure Draft proposes that entities that choose to 
recognise actuarial gains and losses as they occur, outside profit or loss in a 
statement of recognised income and expense, should also recognise the effect of 
the asset ceiling outside profit or loss in the same way, i.e. in a statement of 
recognised income and expense. 

Do you agree with the proposal? If not, why not? 
 

Response 

We disagree.  This proposal pre-empts an open and full debate on certain aspects 

of the project of “Reporting comprehensive income”, in particular those related to 

the presentation of the effect of the limit on the amount of a surplus that can be 

recognised as an asset. In addition, we question why the effect of the asset ceiling 

resulting from the other distinctive elements (increasing cumulative unrecognised 

past service costs and/or a decrease in the present value of any economic benefits 

available to an entity in the form of refunds from the plan or reductions in future 

contributions to the plan) would be accounted for differently. 
 

Question 3 - Subsequent recognition of actuarial gains and losses 
The Exposure Draft proposes that, when actuarial gains and losses are 
recognised outside profit or loss in a statement of recognised income and 
expense, they should not be recognised in profit or loss in a later period (i.e. they 
should not be recycled). 

Do you agree with this proposal? If not, why not? 
 

Response 

We believe that the issue of recycling should be studied in a comprehensive way.  
The proposed amendments to IAS 19 could be seen as pre-empting the outcome 
of the IASB’s project on comprehensive income in this respect. 

 

Question 4 - Recognition within retained earnings 
The Exposure Draft also proposes that, when actuarial gains and losses are 
recognised outside profit or loss in a statement of recognised income and 
expense, they should be recognised immediately in retained earnings, rather than 
recognised in a separate component of equity and transferred to retained 
earnings in a later period. 

Do you agree with this proposal? If not, why not? 

 

Response 

We believe that these proposals are a logical consequence of the proposal to 
recognise actuarial gains and losses as they occur in the SORIE without any 
subsequent recycling in the profit or loss. 



 
Question 5 - Treatment of defined benefit plans for a group in the separate 
or individual financial statements of the entities in the group 

(a) The Exposure Draft proposes an extension of the provisions in IAS 19 
relating to multi-employer plans for use in the separate or individual 
financial statements of entities within a consolidated group that meet 
specified criteria. 

Do you agree with this proposal? If not, why not? 

(b) The Exposure Draft sets out the criteria to be used to determine which 
entities within a consolidated group are entitled to use those provisions. 

Do you agree with the criteria? If not, why not? 
 

Response 

(a) We found it very difficult to understand from the proposed amendments to 
paragraph 34 and the new paragraph 34A what the intended change is in the 
IAS 19 requirements for separate or individual financial statements of entities in 
a group.  Therefore, we recommend the Board to redraft this portion of the 
amendments.    

 
(b) As regards the criteria to be used to determine which entities within a 

consolidated group are entitled to use the proposed extension, we challenge the 
need for the entity to be a wholly-owned subsidiary and believe that the IASB 
should consider to apply a similar approach as in the improved IAS 27 
Consolidated and Separate Financial Statements (e.g.  “the subsidiary is a 
partially-owned subsidiary of another entity and its other owners, including those 
not otherwise entitled to vote, have been informed about, and do not object to, 
the subsidiary treating the defined benefit plan as a multi-employer plan). 

 
Question 6 - Disclosures 
The Exposure Draft proposes additional disclosures that 

(a) provide information about trends in the assets and liabilities in the defined 
benefit plan and the assumptions underlying the components of the 
defined benefit cost and 

(b) bring the disclosures in IAS 19 closer to those required by the US 
standard SFAS 132 Employers’ Disclosures about Pensions and Other 
Postretirement Benefits. 

Do you agree with the additional disclosures? If not, why not? 
 

Response 

Disclosures about trends in the plan 

We note the discussion in BC 25, which explains that the potential risk of 

misinterpretation of future cash flow implications of a plan by users of financial 

statements was the basis for the Board’s decision to require disclosure of five-year 

histories of the plan liabilities, plan assets, the surplus or deficit and experience 

adjustments. We do not believe that this risk exists with users who have 

reasonable knowledge of business and economic activities and accounting. We 



note that under paragraph 25 of the Framework, it is assumed that users have 

reasonable knowledge. In addition, users normally would be able to obtain prior 

years information, if needed, by going back to earlier financial statements. We 

believe a disclosure of the overall funding policy of a defined benefit plan would 

be more useful information. 

 

Sensitivity analysis in relation to medical cost trend rates 

Although we acknowledge that in some cases changes in medical cost trends may 

have a 

major impact on the defined benefit obligation, we believe it is not the only key 

assumption that may have a significant effect on the defined benefit obligation if it 

changes. In addition, the effect of a change in one percentage point may be 

significant in some environments but not material in others. We believe a more 

principle-based disclosure requirement, which is not limited to medical costs and 

the effect of one percentage point change only, would be more appropriate and 

useful for investors. 

However, we believe that disclosures of hypothetical changes do not provide 

useful 

information, because economic conditions and changes often affect multiple 

elements. An 

analysis that varies only one assumption at a time, holding the others constant, 

could me 

misleading or misinterpreted. As a result, we do not support the new proposed 

disclosure in IAS 19.120(n). 
 

Question 7 – Further Disclosures 
Do you believe that any other disclosures should be required, for example the 
following disclosures required by SFAS 132? If so, why? 

(a) a narrative description of investment policies and strategies; 

(b) the benefits expected to be paid in each of the next five fiscal years and in 
aggregate for the following five fiscal years; and 

(c) an explanation of any significant change in plan liabilities or plan assets 
not otherwise apparent from other disclosures. 

SFAS 132 also encourages disclosure of additional asset categories if that 
information is expected to be useful in understanding the risks associated with 
each asset category. 
 

Response 

No, we do not believe that these disclosures should be required, nor any others 
beyond those proposed in the exposure draft and discussed above. 

 



 

 NORSK REGNSKAPSSTIFTELSE 
  

Norsk RegnskapsStiftelse, Pilestredet 75 D, Postboks 5864 Majorstuen, 0306 Oslo  
Telephone/Fax + 47 23 36 52 00 / + 47 22 69 05 55, E-post: nrs@revisornett.no 

 
 
20 September 2004 
 
Paul Pacter 
Director of Standards for SMEs 
International Accounting Standards Board 
30 Cannon Street 
London EC4M 6XH 
United Kingdom 
 
 
Dear Mr Pacter, 
 
Discussion paper – Preliminary Views on Accounting Standards for Small and Medium-
sized Entities 
 
Norsk RegnskapsStiftelse (the Norwegian Accounting Standards Board - NASB) is pleased to 
comment on the International Accounting Standards Board’s (the Board’s or IASB’s) 
Discussion Paper  Preliminary Views on Accounting Standards for Small and Medium-sized 
Entities.  Our responses to the questions raised in the Discussion Paper are set out in the 
Appendix to this letter.  
 
Yours sincerely 
Norsk RegnskapsStiftelse 
 
 
 
Idar Eikrem 
Chairman 

www.regnskapsstiftelsen.no 
   



  

 

Discussion paper - Preliminary Views on Accounting Standards 
for Small and Medium-sized Entities 
 
 
Issue 1:  Should the International Accounting Standards Board (IASB) develop special 
financial reporting standards for SMEs?   
 
Question 1a.  Do you agree that full IFRSs should be considered suitable for all entities?  If 
not, why not?  
 
We agree that IFRSs in principle are suitable for all entities including SMEs as the objectives of 
general purpose financial statements are fundamentally the same for all entities. But the term 
‘suitable’ can be interpreted in different ways: related to the users’ needs, or related to the 
relevance of the standards in terms of cost/benefits. There is a difference between asking 
whether the standards are suitable for use or are suitable for imposition. Because of differences 
in user needs and differences in terms of cost-/benefit, SMEs should not be imposed to use full 
IFRS. Presumably, compared to publicly listed companies, SMEs have a need for less 
sophisticated and comprehensive requirements. In addition to the user needs and cost-/benefit 
perspectives, practicability is also an important issue, especially for the smallest entities. If the 
requirements are in practice too difficult to apply, it does not help that they are suitable in theory. 
 
 
Question 1b.  Do you agree that the Board should develop a separate set of financial 
reporting standards suitable for SMEs?  If not, why not?   
 
In question 1a we concluded that full IFRS should be allowed, but not imposed on SMEs. We 
agree that there are some important advantages from IASB developing a separate set of financial 
reporting standards suitable for SMEs, including: 

• need by countries which have not developed accounting requirements nationally 
• need for comparability in financial statements worldwide also in the SME segment, as 

also this group of companies is increasingly internationalised 
• cost effectiveness from centralised development of accounting requirements 
• to lighten a potential subsequent transition to IFRS 

 
However, we do not think that IASB should currently give priority to this project. Even if it is an 
important project to develop a separate set of financial reporting standards suitable for SMEs, we 
think IASB should rather use resources to accelerate the progress on important full IFRS projects 
and delay the SME project.  
 
With regards to the need by countries, which do not have existing national regulation on SME 
accounting, they already have some guidance in the paper issued by UNCTAD on Accounting 
and financial reporting guidelines for small and medium-sized enterprises (SMEGA). 
 
This being said, we have replied to the rest of the questions assuming that IASB will go forward 
with the project. In the process of continuing with the project, IASB should consider taking on a 
partner standard setter in this project with experience/knowledge in developing accounting 
standards for SMEs. We also believe that the areas of experience needed to issue accounting 
standards for SMEs can be quite different from the areas of experience needed to issue 
accounting standards for publicly listed companies. We therefore suggest that a separate 
board/body is set up to issue the standards for SMEs. The suggested board/body will not only be 
needed in the start, but should also ongoing have a responsibility for the international standards 
for SMEs, including dealing with the need for changes to the SME standards whenever there are 
changes to the full IFRSs.  
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Question 1c.  Do you agree that IASB 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 permit this?  Do you also agree that if the IASB Standards for 
SMEs are used by such entities, their financial statements cannot be described as being in 
compliance with IFRSs for SMEs?  If not, why not? 
 
We agree that the IASB Standards for SMEs should not be used by publicly listed entities. As 
replied in 3c, we believe that IASB should scope out publicly listed entities from the definition of 
SMEs. If national law or regulation elects IASB Standards for SMEs as the set of standards for 
publicly listed entities, they should in our opinion have to re-name the standards as it should in 
that case not be allowed to state compliance with IASB Standards for SMEs. To leave this 
question to national jurisdiction would not be appropriate. Deciding which other entities to scope 
out should however be left to the jurisdictions.  
 
The question includes a wording: “…publicly listed entities (or any other entities not specifically 
intended to use the standard).” In the IFRS preface it is stated: ”IFRSs are designed to apply to 
the general purpose financial statements and other financial reporting of all profit-oriented 
entities. …Although IFRSs are not designed to apply to not-for-profit activities in the private 
sector, public sector or government, entities with such activities may find them appropriate.” 
Would that imply that no such entities are allowed to use the IASB Standards for SMEs, because 
they are not specifically intended to use the standard? We believe this is not intended. However, 
no entities specifically not intended by the Board to use the IASB Standards for SMEs, can 
describe their financial statements as being in compliance with IASB Standards for SMEs (see 
also our reply to 3a).  
 
Issue 2:  What should be the objectives of a set of financial reporting standards for SMEs?   
 
Question 2.  Are the objectives of IASB Standards for SMEs as set out in preliminary view 
2 appropriate and, if not, how should they be modified? 
 
We agree with the objectives, with the following comments/exceptions: 
  
Re. (c) Be built on the same conceptual framework as IFRSs; 
We question whether objective (c) should be stated as a separate objective. The conclusion on 
whether there should be a common conceptual framework or not, may rather be an issue, which 
should be derived based on the other stated objectives (ie. a separate question after the question 
about the objectives).  
 
Objective (e) Allow easy transition to full IFRSs favours a common conceptual framework. 
However, differences in user needs and the objective of reducing the financial reporting burden 
on SMEs, may cause a need for amendments. We agree with IASB that the SMEs Framework 
should not be built on a totally separate conceptual framework. We think the SMEs Framework 
should be the IASB Framework with modest amendments. Amendments in order to make the 
Framework more appropriate for SMEs may include for instance: 

• explanation on the different needs of users of SMEs financial statements 
• include examples more relevant for SMEs 

 
Re. (e) Allow easy transition to full IFRSs for those SMEs that become publicly 
accountable or choose to switch to full IFRSs 
We agree that to allow easy transition to full IFRSs is one of the objectives. This objective should 
however not be exaggerated, at the expense of the objectives (b), (d) and (a). Objective (e) will 
probably be important to a minority of the SMEs, because a majority of SMEs will continue to be 
SMEs and not change to full IFRSs for the foreseeable future of those entities.As a result of this, 
requirements and guidance related to transition may be de-emphasised in the main Standard(s) 
for SMEs, and rather be taken out into a separate section or book on transition to full IFRSs and 
concordance with full IFRSs. 
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Issue 3:  For which entities would IASB Standards for SMEs be intended?  
 
Question 3a.  Do you agree that the Board should describe the characteristics of the 
entities for which it intends the standards but that those characteristics should not 
prescribe quantitative ‘size tests’?  If not, why not, and how would an appropriate size test 
be developed? 
 
We agree that the Board should describe the characteristics of the entities for which it intends the 
standards, but that those characteristics should not prescribe quantitative ‘size tests’. We support 
describing the characteristics “negatively” like IASB has done, by defining the entities that are not 
intended to use the standard, rather than specified the entities, which are intended to use the 
standard. 
 
 
Question 3b.  Do you agree that the Board should develop standards that would be 
suitable for all entities that do not have public accountability and should not focus only on 
some entities that do not have public accountability, such as only the relatively larger 
ones or only the relatively smaller ones?  If not, why not? 
 
We agree that the Board should develop standards that do not focus only on the relatively larger 
ones or only the relatively smaller ones, rather the opposite. User needs in a micro-sized SME 
like for instance the local bakery with 4 employees, a medium sized/average SME and in the 
largest SMEs are likely to have significant differences. Therefore it may be necessary for the 
Board to have a main focus when developing the Standards, providing illustrative examples etc. 
In our opinion the Board should mainly have the medium sized/average SME in mind. If this result 
in requirements which are not appropriate for the largest entities and/or publicly accountable non-
listed companies, this should in our opinion not result in the requirements being changed to fullfill 
the user needs for those entities, but rather be handled by the jurisdictions requiring those entities 
to use full IFRSs.  
 
With regards to the smallest SMEs, the Standards may be too demanding. We do not think that 
IASB should scope out the smallest entities from the definition of entities which are allowed to use 
the Standard. The focus on middle-sized/average SMEs rather indicates that individual 
jurisdictions need to consider whether to leave out the smallest entities when requiring use of the 
IASB Standards for SMEs. Currently in Norway, the requirements in the Norwegian Accounting 
Act applying to small companies have relives in measurement, recognition, disclosures and 
presentation requirements, compared to the regulations for the larger and/or publicly listed 
companies. The Norwegian Accounting Standards Board (NASB) has issued a separate 
accounting standard for the small companies. Small companies are defined by a quantitative 
size-test based on the lowest of the two size-tests in the EU Directives (ie. a size-test set by the 
jurisdiction, not by the standard setter). The smallest entities are typically less exposed to 
international users of the financial statements, and the nationally developed accounting standard 
is widely supported by the users of the standard (producers and users of financial statements). 
 
 
Question 3c.  Do the two principles in preliminary view 3.2, combined with the presumptive 
indicators of ‘public accountability’ in preliminary view 3.3, provide a workable definition 
and appropriate guidance for applying the concept of ‘public accountability’?  If not, how 
would you change them? 
 
We agree that in theory publicly accountable companies should use full IFRSs rather than IASB 
Standards for SMEs. The concept of “public accountability” is however likely to be too complex to 
apply in practice for the definition of an SME. We agree to give a negative definition of an SME. 
Instead of scoping out entities with “public accountability”, we think IASB should only scope out 
publicly listed companies from the definition, and leave to the jurisdictions to scope out further 
entities. The two principles in preliminary view 3.2 and the presumptive indictors of “public 
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accountability” in preliminary view 3.3 will be helpful guidelines for the jurisdictions, when 
considering entities required using full IFRSs. However they should be put in more concrete 
terms by the jurisdictions. For instance, in 31 (d) the criteria of total assets, total income, number 
of employees etc. must be defined, Further, there may be national differences for instance in how 
the public utility sector is structured, which should be taken into consideration. For a public utility 
entity serving only a small community, the IASB Standards for SMEs may sufficiently meet the 
user needs.  
 
We still agree, as replied in 3b, that IASB should not have companies with “public accountability” 
in mind when developing IASBs Standards for SMEs. 
 
The term “SMEs” is a bit misleading because it stands for “Small and Medium-sized Entities”, but 
non-public or non-listed companies may also be large in size. A more appropriate term for the 
IASB Standards could be the “IASB Standards for unlisted companies”. 
 
 
Question 3d.  Do you agree that an entity should be required to use full IFRSs if one or 
more of the owners of its shares object to the entity’s preparing its financial statements on 
the basis of IASB Standards for SMEs.  If not, why not? 
 
We believe that this question is not relevant for the discussion at IASB level, and should be left to 
the national jurisdictions. It is not an accounting issue, but a company law issue or related to 
individual shareholder agreements for the jurisdiction concerned. However, if IASB continues to 
address the issue, one shareholder as a threshold is too low and impractical, and defining the 
threshold should be left to national jurisdictions. 
 
 
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 IFRSs to meet 
the requirements of its parent, venturer or investor, the entity should comply with full 
IFRSs, and not IASB Standards for SMEs, in its separate financial statements?  If not, why 
not? 
 
No, we do not believe that a subsidiary, joint venture or associate of an entity with public 
accountability, which prepares financial information in accordance with IFRSs, should comply with 
IFRSs in its separate financial statements. This is to be decided by the group or national 
company law. However, if IASB continues to address this issue, in our view separate financial 
statements of parent, subsidiaries, joint ventures or associates of a group with public 
accountability is just a type of financial statements IASB Standards for SMEs may be relevant for, 
giving relives in disclosure requirements etc. compared to full IFRSs. 
 
 
Issue 4:  If IASB Standards for SMEs do not address a particular accounting recognition or 
measurement issue confronting an entity, how should that entity resolve the issue? 
 
Question 4.  Do you agree that if IASB Standards for SMEs do not address a particular 
accounting recognition or measurement 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? 
 
We agree that the IASB Standards for SMEs should have a mandatory fallback to the IFRS 
principles in the event that the IASB Standards for SMEs do not address a particular accounting 
recognition or measurement issue. IASB (or a separate body/board for SMEs) will have to review 
all existing and new accounting recognition and measurement requirements in the IFRSs on an 
ongoing basis, to consider whether there should be the same or different requirements for the 
SMEs. All accounting recognition or measurement issues typical for SMEs should be dealt with 
by the IASB Standards for SMEs. If the SMEs have an issue which is not typical for SMEs, and 
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the conclusion is that the treatment should follow full IFRSs, this should normally be addressed 
by a mandatory fallback. 
 
IASB has suggested that each IASB Standard for SMEs should explicitly mention the required 
fallback to IFRSs. In our view the IASB Standards for SMEs should be in a topical sequence (see 
8b). There should be an explicit reference in the IASB Standards for SMEs to any mandatory 
fallback to full IFRSs (referring to the relevant IFRSs by at least the number of the IFRS, and 
probably also the required paragraphs). However, to ensure that the main Standard(s) for SMEs 
focus on issues typical for SMEs and does not get excessive, this should be considered taken out 
into a separate section or book on transition to full IFRSs and concordance with full IFRSs. 
 
 
 
Issue 5:  May an entity using IASB Standards for SMEs elect to follow a treatment 
permitted in an IFRS that differs from the treatment in the related IASB Standard for 
SMEs? 
 
Question 5a.  Should an SME be permitted to revert to an IFRS if the treatment in the SME 
version of the IFRS differs from the treatment in the IFRS, or should an SME be required to 
choose only either the complete set of IFRSs or the complete set of SME standards with 
no optional reversion to individual IFRSs?  Why? 
 
In our view the Standards for SMEs should not restrict options that are available under the full 
IFRSs. One important argument for this is the objective to allow easy transition to full IFRSs. 
Consequently, we do not believe that this scenario should arise. 
 
Further, a SME should not need to look into both the IASB Standards for SMEs and the full IFRSs 
to identify which range of accounting options they have for one issue. That could happen if there 
is an optional reversion to full IFRS. 
 
The focus when writing the SME Standards should however be on the options addressing the 
special needs of SMEs, ie. normally the least burdensome options. Allowing all options in full 
IFRSs in the SME Standards may therefore primarily be done by a reference to the relevant 
requirements in the full IFRSs. To ensure that the main Standard(s) for SMEs focus on issues 
typical for SMEs and does not get excessive, additional guidance needed should be considered 
taken out into a separate section or book on transition to full IFRSs and concordance with full 
IFRSs. 
 
 
Question 5b.  If an SME is permitted to revert to an IFRS, should it be: 
 
(a) required to revert to the IFRS in its entirety (a standardbystandard approach); 
(b) permitted to revert to individual principles in the IFRS without restriction while 

continuing to follow the remainder of the SME version of the IFRS (a 
principlebyprinciple approach); or 

(c) required to revert to all of the principles in the IFRS that are related to the treatment in 
the SME version of that IFRS while continuing to follow the remainder of the SME 
version of the IFRS (a middle ground between a standardbystandard and 
principlebyprinciple approach)?  

 
Please explain your reasoning and, if you favour (c), what criteria do you propose for 
defining ‘related’ principles? 
 
Based on our view in question 5a, the question here is how the options in full IFRSs should be 
implemented into the SME Standards by IASB, when the SME Standards also allow alternative 
options intended for SMEs. We believe that options to use the principles of full IFRSs should 
normally only be done on a standard-by-standard basis, but in exceptional cases on a principle-
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by-principle basis. When deciding on the level of options, IASB should balance the need for 
options to enable the companies to change only the principles for the intended type of 
transactions, and the need for comparability. 
 
 
Issue 6.  How should the Board approach the development of IASB Standards for SMEs?  
To what extent should the foundation of SME standards be the concepts and principles 
and related mandatory guidance in IFRSs? 
 
Question 6.  Do you agree that development of IASB Standards for SMEs should start by 
extracting the fundamental concepts from the Framework and the principles and related 
mandatory guidance from IFRSs (including Interpretations), and then making 
modifications deemed appropriate?  If not, what approach would you follow? 
 
We agree. IASB should however make sure that full IFRSs is only a starting point, and ensure 
that IASB Standards for SMEs are developed to be suitable for the “typical”/average SMEs, and 
that the focus on easy transition to full IFRSs is not over-emphasised. The necessary 
modifications and additions should be made to make the standards suitable for SMEs based on 
user needs and cost/benefit analysis. In particular, the overall considerations of fair presentation 
should be looked at, to make sure that for SMEs fair presentation is understood in the context of 
IASB Standards for SMEs. 
 
Issue 7:  If IASB Standards for SMEs are built on the concepts and principles and related 
mandatory guidance in full IFRSs, what should be the basis for modifying those concepts 
and principles for SMEs? 
 
Question 7a.  Do you agree that any modifications for SMEs to the concepts or principles 
in full IFRSs must be on the basis of the identified needs of users of SME financial 
statements or cost benefit analyses?  If not, what alternative bases for modifications 
would you propose, and why?  And if so, do you have suggestions about how the Board 
might analyse the costs and benefits of IFRSs in an SME context? 
 
We agree. The two reasons mentioned (user needs analysis, cost benefit analysis) are important, 
and we expect them to result in simplifications compared to full IFRSs. 
 
Question 7b.  Do you agree that it is likely that disclosure and presentation modifications 
will be justified on the basis of user needs and cost benefit analyses and that the 
disclosure modifications could increase or decrease the current level of disclosure for 
SMEs?  If not, why not? 
 
We expect substantial decreases in the level of disclosure and presentation requirements. We 
expect additional disclosure requirements to happen only in exceptional cases. It could however 
happen as a result of relives in recognition and measurement requirements. 
 
 
Question 7c.  Do you agree that, in developing standards for SMEs, the Board should 
presume that no modification would be made to the recognition or measurement 
principles in IFRSs, though that presumption could be overcome on the basis of user 
needs and a cost benefit analysis?  If not, why not? 
 
In our opinion the presumption made in the preliminary views is too restrictive as a starting point. 
The recognition criteria and measurement requirements could in our view be different for SMEs 
because the users’ needs are different from those of full IFRSs, and the cost benefit analysis may 
give different results. 
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Issue 8:  In what format should IASB Standards for SMEs be published? 
 
Question 8a.  Do you agree that IASB Standards for SMEs should be published in a 
separate printed volume?  If you favour including them in separate sections of each IFRS 
(including Interpretations) or some other approach, please explain why. 
 
We agree that IASB Standards for SMEs should be published in a separate printed volume. 
Based on our experience with the Norwegian accounting standard for small companies, this 
choice is the most user-friendly.  As mentioned before, we suggest that requirements and 
guidance related to transition may be de-emphasised in the main Standard(s) for SMEs, and 
rather be taken out into a separate section or book on transition to full IFRSs and concordance 
with full IFRSs. 
 
 
Question 8b.  Do you agree that IASB Standards for SMEs should be organised by 
IAS/IFRS number rather than in topical sequence?  If you favour topical sequence or some 
other approach, please explain why. 
 
In our opinion the IASB Standards for SMEs should be organised by topical sequence because 
this is more user friendly for the majority of users of the SME Standards. We presume that the 
majority of users of the SME Standards will not be familiar with the structure and content of full 
IFRS. The Norwegian Accounting Standard for small entities is organised by topical sequence, 
and it is our impression that this structure is favoured by the users. The numbering of IAS/IFRS 
reflects the historical sequence in which they were addressed rather than any internal logic.  
 
There will however be need for concordance tables from subjects to the relevant IFRS number, 
and from the IFRS number to the subjects, so that cross referencing can easily be performed in 
order to facilitate the use of the standards and the transition between them. 
 
 
Question 8c.  Do you agree that each IASB Standard for SMEs should include a statement 
of its objective, a summary and a glossary of key terms? 
 
As we prefer the IASB Standards for SMEs to be organised by topical sequence, it is not each 
standard but rather each main topic, or the IASB Standard for SMEs in total, which should include 
objective, summary and glossary of key terms. 
 
 
Question 9.  Are there any other matters related to how the Board should approach its 
project to develop standards for SMEs that you would like to bring to the Board’s 
attention? 
 
According to IASBs tentative view expressed in paragraph 90c of the discussion paper, the 
effective dates of the new or revised IASB Standards for SMEs would probably be the same as 
the effective date of the new or revised IFRSs (including Interpretations). Because of the 
objective of easy transition to full IFRSs, we agree with IASB that concurrently with each 
exposure draft of an IFRS and each draft Interpretation, the Board should issue exposure drafts 
to the related IASB Standard or Interpretation for SMEs. However, the need for a stable platform 
of standards without constant changes may be greater in the SME segment than for listed 
companies, because of the costs to keep up to date with all the changes. We therefore suggest 
that the changes to IASBs Standards for SMEs may have a later effective date than changes to 
full IFRSs, Still, earlier application can be encouraged. One solution may be to have only one 
effective date each year to catch up with all changes that year, and if there are no or few 
important changes one year, the effective date may be moved to the update next year. 
 
It is also mentioned that changes of IASBs standards for SMEs will most likely be a part of the 
IFRS exposure draft. However, we believe that in addition, it will need to be published as a 
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separate exposure draft including only the part relating to SMEs. There is likely to be a large 
number of users of the standards that are only users of the IASB Standards for SMEs, and not of 
the full IFRS, and they are likely to request exposure drafts for SMEs on a stand alone basis 
 
 

  8 


	040319 D3 Containing lease
	040416 ED6 Exploration for and Evaluation of Mineral Resources
	040730 ED Proposed Amendments to IAS 19 Employee Benefits
	040920 DP IFRS for SME

