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Dear Francoise,

EFRAG’s draft comment letter on the IASB’s Exposure Draft on Investment Entities

On behalf of the German Accounting Standards Board (GASB) | am writing to comment on
EFRAG'’s draft comment letter on the IASB’s ED/2011/4 Investment Entities. The GASB wel-

comes the proposal to introduce an exemption from consolidation.

We would like to specifically.address the following issues:

Exemption from consolidation: As EFRAG suggests in its question to constituents in
paragraph 9 of the draft comment letter, the GASB proposes an investment-specific ap-
proach to defining the scope of the exemption from consolidation: the exemption should
be based on the specific characteristics of the investment rather than on the characteris-
tics of the investment entity. Please note our arguments brought forward in the attached
comment letter to the IASB.
Accounting in the consolidated financial statements of a non-investment parent:
We agree with EFRAG's view that a parent of an investment entity, which is not an in-
vestment entity itself, should not be required to consolidate the controlled entities that it
holds through subsidiaries that are investment entities; it should rather be required to use
the same measurement basis, i.e. fair value.
Criteria for determining whether an entity is an investment entity: We agree with
EFRAG's view that the exit strategy is a key aspect in identifying qualifying investments
(under our model) or investment entities (under the IASB’s model).
Pooling of funds: We disagree with EFRAG’s assumption about the need for multiple
investors because of the difficulty “to distinguish between true investment entities and en-
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tities set up for other purposes”: we do not deem unrelated investors collectively holding
significant ownership a meaningful criterion for qualifying entities as investment entities.

e Disclosure: We agree with EFRAG that the IASB should redraft the disclosure require-
ments so as to clearly state which disclosures it mandates, therewith ease the applica-
tion.

e Changes to IAS 28: We agree with the necessity to carefully consider possible impacts
of the change to the reference to “investment entities”; however, we disagree with
EFRAG'’s concern about the need for impact assessments regarding the removal of the
measurement option. Until recently IAS 28 contained that requirement for venture capital
organisations, mutual funds, unit trusts and similar entities; therefore it would be an as-

sessment of the impact of no change.

For further details, please see our comment letter to the IASB. as attached to this letter.

If you would like to discuss any aspect of our.comments further, please do not hesitate to

contact me.

Yours sincerely,

Liesel Knorr

President
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