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Dear Paul, 
 
Draft Q&A 2011/02: IFRS for SMEs Section 1, Issue 2 Captive insurance subsidiaries 
Draft Q&A 2011/03: Interpretation of ‘traded in a public mar ket’ 
Draft Q&A 2011/04: Investment funds with only a few participants 
 
Deloitte Touche Tohmatsu Limited is pleased to respond to the SME Implementation Group’s 
three draft Q&As on the interpretation of ‘public accountability’ in the context of the scope of the 
IFRS for SMEs.  
 
In general, we question the appropriateness of these draft Q&As for the following reasons: 

• as noted in paragraph BC75 of the IFRS for SMEs, local bodies, such as legislators and 
regulators, are best placed to judge how the concept of public accountability is viewed in 
their jurisdictions; and 

• in determining the scope of the IFRS for SMEs, the Board decided upon a conceptual 
criterion. These draft Q&As could be read as adding rules to the concept. 

 
We also question whether the level of SME Implementation Group’s due process applied to the 
Q&As is appropriate and consistent with other similar activities at the IFRS Foundation and IASB.  
The Group’s Terms of Reference and Operating Procedures were not subject to public comment, a 
regrettable deficiency that may impact the legitimacy of the product of the Group’s deliberations.  
As the Q&As are considered IFRS related documents and are associated with the IASB, we believe 
that the due process steps followed in the development of an IFRIC Interpretation which include 
discussion and voting in a public meeting, public consultation on agenda items and positive 
approval of an Interpretation by the Board should be followed for these and any future Q&As. 
 
In addition, we note that Draft Q&A 2011/03 seeks to interpret a term (‘traded in a public market’) 
which exists in full IFRSs (IFRS 8, IAS 27 and IAS 33). We do not consider it appropriate for a 
Q&A on the IFRS for SMEs to address an issue which applies to other IFRSs as such guidance 
will, whether it is intended to or not, be interpreted as being applicable to those IFRSs. Such issues 
should be addressed by the IFRS Interpretations Committee, with subsequent consideration by the 
SME Implementation Group appropriate only if a need for guidance specific to the IFRS for SMEs 
still exists following consideration by that group. 
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Appendix A below contains our detailed responses to the conclusions reached in each draft Q&A. 
 
If you have any questions concerning our comments, please contact Veronica Poole in London at  
+44 (0)20 7007 0884. 
 
Yours sincerely, 
 

 
 
Veronica Poole 
Global Managing Director  
IFRS Technical 
 
cc. David Sidwell (Chair, Due Process Oversight Committee) 
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Appendix A: Comments on each draft Q&A 
 
Draft Q&A 2011/02: IFRS for SMEs Section 1, Issue 2 Captive insurance subsidiaries 
 
We agree that a pure captive insurance subsidiary is not publicly accountable as other group 
companies are not ‘outsiders’, but would suggest that paragraph 3 of the Q&A be amended to 
make clear that it is the current activities of an entity which are significant (the draft paragraph 
refers to a captive insurance company being ‘set up with the specific objective of…’). 
 
Draft Q&A 2011/03: Interpretation of ‘traded in a public mar ket’ 
 
As noted in our cover letter, we do not consider it appropriate for a Q&A on the IFRS for SMEs to 
address an issue which applies to other IFRSs. 
 
Draft Q&A 2011/04: Investment funds with only a few participants 
 
We do not disagree with the conclusions to the examples given, but do not feel that specific 
examples are the best way of providing clarity on a wider principle. Without a clear principle, the 
quantitative limits in the examples may be perceived as ‘bright-line’ rules. Qualitative discussion 
in the style of paragraphs 4-5 may be more useful. 
 
We also have the following points of detail on this draft Q&A: 

• Example 3(a) may be confusing as it refers both to a fund having only ‘a few’ investors 
and to those investors being directly involved in management decisions. It may be clearer 
to combine this example with paragraph 5 and to remove the reference to the number of 
investors. 

• It should be made clear that in example 3(c), the fund has only ‘two or three’ investors 
because its membership is restricted (rather than that it is open to the general public but 
few people have chosen to invest). 

• Example 3(b) and paragraph 5 deal with the question of whether a participant should be 
deemed to be ‘an outsider’. If this question is to be addressed, paragraph 1 should be 
amended to reflect that. 

• It should also be made clear that this is not necessarily a static determination; the 
circumstances of a fund would need to be considered on an ongoing basis. 

 


