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12 August 2014

Re: IASB Exposure Draft
of Investment Entities: Applying the Consolidation Exception
(Proposed Amendments to IFRS 10 and IAS 28)

I refer to HKICPA’s letter dated 10 July 2014 inviting for comments on

the above Exposure Draft.

The Exposure Draft proposes to clarify three issues about the application
of requirement for investment entities to measure subsidiaries at fair value instead of

consolidating them. The proposed amendments:

Confirm that an entity can apply the consolidation exemption even if its
parent entity measures its subsidiaries at fair value in accordance with

IFRS 10;
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Clarify that an investment entity parent should consolidate a subsidiary
instead of measuring it at fair value, if the subsidiary provides services
related to the parent’s investment activities and the subsidiary is not itself
an investment entity; and

Simplify the application of equity method by a non-investment entity
investor to an investment entity investee. [i.e. when applying the equity
method, a non-investment entity retains the fair value measurement
applied by the investment entity associate to its interests in subsidiaries,
unless the non-investment entity investor is a joint venturer where the joint.
venture is an investment entity.]

I welcome the JASB’s proposed amendments in the Exposure Draft to
clarify issues on the application of consolidation exemption. However, different
treatments have been proposed for the application of equity method by a non-
investment entity investor for its investments in Jjoint ventures or associates that are
investment entities. It is hoped that after seeking inputs from interested parties, an
accounting model could be formulated with accounting disparity reduced.

1 appreciate the opportunity to comment on the Exposure Draft.

Yours sincerely,

AN W |

(Mrs WU LAM Choi-wah)
for Commissioner of Inland Revenue




