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[ English Answers]

It is improper for A company did not incorporate the K company in A’s 20X9 annual consolidated financial
statements.

Reasons; the consolidated financial statements stipulates, if the parent company of the investment subject
itself is not the subject of investment, all subjects which are controlled (including those indirectly controlled )
should be included in the consolidated financial statements. A company does not belong to the subject of invest-
ment, so K company should be incorporated into A’s 20X9 annual consolidated financial statements.

When the following conditions are met at the same time, the company is an investment subject:

(1) The company provides investment management services to investors, and obtain funds from one or more
of the investors;

(2) The sole business purpose of the company is to allow investors to obtain a return on capital apprecia-
tion, investment income, or both;

(3) The company measures and evaluates the performance of almost all investments in accordance with fair

value.
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