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To: Members of the Hong Kong Institute of CPAs
All other interested parties

INVITATION TO COMMENT ON |IASB EXPOSURE DRAFT OF CONCEPTUAL
FRAMEWORK FOR FINANCIAL REPORTING: THE REPORTING ENTITY

Comments to be received by 2 July 2010

The Hong Kong Institute of Certified Public Accountants’ (Institute) Financial Reporting
Standards Committee (FRSC) is seeking comments on the IASB Exposure Draft which
has been posted on the Institute’s website at:
http://www.hkicpa.org.hk/en/standards-and-requlations/standards/financial-
reporting/exposure-drafts/.

The Exposure Draft forms part of a joint project with the US Financial Accounting
Standards Board to develop a common and improved conceptual framework that provides
the basis for developing future accounting standards.

The Exposure Draft proposes what a reporting entity is and when an entity controls
another entity. In summary, under the proposals:

e A reporting entity is a circumscribed area of economic activities whose financial
information has the potential to be useful to existing and potential equity investors,
lenders and other creditors who cannot directly obtain the information they need in
making decisions about providing resources to the entity and in assessing whether
the management and the governing board of that entity have made efficient and
effective use of the resources provided.

e An entity controls another entity when it has the power to direct the activities of
that other entity to generate benefits for (or limit losses to) itself. If an entity that
controls one or more entities prepares financial reports, it should present
consolidated financial statements.

e A portion of an entity could qualify as a reporting entity if the economic activities of
that portion can be distinguished objectively from the rest of the entity and
financial information about that portion of the entity has the potential to be useful in
making decisions about providing resources to that portion of the entity.

In accordance with the Institute’s Convergence Due Process, comments are invited from
any interested party. The FRSC would like to hear from both those who do agree and
those who do not agree with the proposals contained in the IASB Exposure Draft.

Comments should be supported by specific reasoning and should be submitted in written
form.

To allow your comments on the IASB Exposure Draft to be considered, they are
requested to be received by the Institute on or before 2 July 2010.
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Comments may be sent by mail, fax or e-mail to:

Steve Ong

Director, Standard Setting

Hong Kong Institute of Certified Public Accountants
37" Floor, Wu Chung House

213 Queen’s Road East

Wanchai, Hong Kong

Fax number (+852) 2865 6776
E-mail: commentletters@hkicpa.org.hk

Comments will be acknowledged and may be made available for public review unless
otherwise requested by the contributor.
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