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under SSAP 5 Earning Per Share, SSAP 25 Interim Financial Reporting
and SSAP 26 Segrﬁenz‘ Reporting. And there is no need for an entity
with annual turnover or gross income of less than $20 million to prepare
cash flow statements as required under SSAP /5. It is noted that these
four SSAPs are among the seven granted full exemption under the
proposed framework. |

Furthermore, section 141D of the Companies Ordinance allows private
companies, with certain exceptions, to be exempt from a number of
requirements in relation to the preparation and presentation of their
accounts where all the shareholders of the companies concerned agree in
writing to the application of the section. A number of SSAPs are not
applicable to an entity invoking s.141D, including SSAP 20 Related Party
Disclosures. Incidentally SSAP 20 is another of the seven SSAPs for
which full exemption is granted under the proposed framework.

A company that is either a holding company or subsidiary company is not
allowed to invoke s.141D (5.141D(3)(2)) and is therefore still required to
comply with SSAP 20. The proposed framework would, however, have
the effect of extending the exemption from related party disclosures to
group companies so long as they are qualifying entities. The Revenue
has great reservation in respect of this move. The Revenue considers
that where a group of companies are involved, it is of utmost importance
that information on related party transactions should be disclosed.

All in all, given the existing channels for small entities to seek exemption
from certain reporting requirements, the Revenue does not see that there
is a real need for differential reporting. If, however, a framework for
differential reporting must be implemented, the Revenue prefers the
integrated approach as this helps users of financial statements focus on
the areas where a differentiated basis has been applied. This is on the
basis that the concerns aired by the Revenue in the preceding paragraphs
could be addressed, if considered necessary.
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