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A BILL
To

Amend the Financial Reporting Council Ordinance to enhance the
independence of the regulatory regime for auditors of listed
entities; to regulate those auditors through registration,
recognition, inspection, investigation and disciplinary sanction;
to provide for a review and appeal mechanism regarding
decisions made against those auditors; to provide for the new
composition and functions of the Financial Reporting Council,
to provide for the levies payable to the Council; and to provide
for transitional and related matters.

Enacted by the Legislative Council.
Part 1

Preliminary

1. Short title and commencement

(1) This Ordinance may be cited as the Financial Reporting
Council (Amendment) Ordinance 2018.

(2) This Ordinance comes into operation on 1 August 2019.
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2. Enactments amended

The enactments specified in Parts 2 and 3 are amended as set
out in those Parts.




Part 2

Clause 3

Financial Reporting Council (Amendment) Bill 2018

C47

Part 2

Amendments to Financial Reporting Council Ordinance

3.

(Cap. 588)

Long title amended
The long title—

Repeal
everything after “An Ordinance”
Substitute

“to establish a Financial Reporting Council acting in the
public interest as an independent oversight body of
auditors of listed entities; to regulate those auditors
through registration, recognition, inspection, investigation
and disciplinary sanction; to provide for a review and
appeal mechanism regarding decisions made against those
auditors; to provide for enquiries into non-compliances
with regulatory requirements for financial reports of listed
entities; to provide for the levies payable to the Council;
and to provide for related matters.”.

Section 2 amended (interpretation)

(1)

2)

Section 2(1), definition of listing document, paragraph (a),
after “listed corporation”—

Add
“or a corporation seeking to be listed”.

Section 2(1), definition of listing document, paragraph (b),
after “investment scheme”—

Add

“or a collective investment scheme seeking to be listed”.
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(3) Section 2(1), definition of manager, before “listed”—
Add
“collective investment scheme or”.
(4) Section 2(1), English text, definition of public officer,
paragraph (b)(i)—
Repeal
“chairman”
Substitute
“chairperson”.
(5) Section 2(1), definition of related person—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.
(6) Section 2(1), definition of relevant undertaking, paragraphs
(a)(i1)(A) and (b)(1)—
Repeal
“to be issued”
Substitute
“to have been issued”.
(7) Section 2(1)—
Repeal the definition of responsible person
Substitute
“responsible person (1 EH N\)—

(a) in relation to a collective investment scheme or
listed collective investment scheme, means—

(i) the manager of the scheme; or
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(i) the person appointed as the trustee, or
custodian, of the property of the scheme;
or
(b) in relation to a practice unit or registered PIE
auditor, means—
(i) an engagement partner of the unit or
auditor;
(i) an engagement quality control reviewer of
the unit or auditor; or
(iii)) a quality control system responsible person
of the unit or auditor;”.
(8) Section 2(1), definition of shadow director—
Repeal
everything after “but a person” and before “in a
professional”
Substitute
“is not to be regarded as a shadow director only because
the directors act on advice given by the person”.
(9) Section 2(1), definition of specified report, paragraph (a),
after “listed corporation”—
Add
“or a corporation seeking to be listed”.
(10)  Section 2(1), definition of specified report, paragraph (b)—

Repeal
“listed entity,”
Substitute

“listed corporation or listed collective investment scheme,
or a corporation or collective investment scheme seeking
to be listed,”.
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(11)

(12)

(13)

Section 2(1), definition of specified report, paragraph (b)(i)

and (ii))—

Repeal

“entity”

Substitute

“corporation or scheme”.

Section 2(1)—

(a) definition of appointed member;

(b) definition of associated undertaking;

(c) definition of audit working paper;

(d) definition of auditor;

(e) definition of Council,

(f) definition of lay person;

(g) definition of relevant time;

(h) definition of reporting accountant,

(1) definition of Secretary—

Repeal the definitions.

Section 2(1)—

(a) before the definition of audit—
Add

“2018 Amending Ordinance ( C20184FAEFTHA) )
means the Financial Reporting Council
(Amendment) Ordinance 2018 ( of 2018);

2018 Ordinance commencement date ({2018 4 15 1)
A % H ¥ ) means the day on which the 2018
Amending Ordinance comes into operation;”;

(b) Add in alphabetical order
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“certified public accountant (751 i) has the meaning
given by section 2(1) of the Professional
Accountants Ordinance (Cap. 50);

certified public accountant (practising) (FZEE7THT)
has the meaning given by section 2(1) of the
Professional Accountants Ordinance (Cap. 50);

complete (5% /8 )—see section 3A(3);

corporate practice (F.E15H]) has the meaning given
by section 2(1) of the Professional Accountants
Ordinance (Cap. 50);

decision authority (1F V€ 5 JRy)—

(a) in relation to a decision referred to in
paragraph (a) of the definition of specified
decision—means the HKICPA Council; or

(b) in relation to a decision referred to in
paragraph (b) of the definition of specified
decision—means the FRC;

engagement partner (FAH G N), in relation to a
practice unit or registered PIE auditor, means a
partner or other person authorized by the unit
or auditor to be responsible for the PIE
engagements carried out by the unit or auditor;

engagement quality control review (VA B ELREYEH
1), in relation to a practice unit or registered
PIE auditor, means a process designed by the
unit or auditor to provide an objective
evaluation of any significant judgement made
and conclusion reached in formulating the
reports of the PIE engagements carried out by
the unit or auditor;
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engagement quality control reviewer (YA BB R B i
#8), in relation to a practice unit or registered
PIE auditor, means a person authorized by the
unit or auditor to oversee the engagement
quality control reviews carried out in relation to
the PIE engagements carried out by the unit or
auditor;

FRC (J/I#J5) means the Financial Reporting
Council established by section 6(1);

HKICPA Council (> €= ) means the Council of
the HKICPA established by section 10(1) of the
Professional Accountants Ordinance (Cap. 50);

HKICPA Registrar (A& sEMF4E) means the
Registrar appointed under section 21 of the
Professional Accountants Ordinance (Cap. 50);

inspector (£1%58) means a person appointed as an
inspector under section 21A;

investigator (% B) means—
(a) the Investigation Board; or
(b) a person appointed as an investigator

under section 22A;

list of registered responsible persons (Fifft&E A&
%), in relation to a registered PIE auditor,
means the list of registered responsible persons

of the auditor, as recorded in the PIE auditors
register;

listed collective investment scheme (L THHEREERT
#)—see section 3;

listed corporation (I T17% B ) —see section 3;



Financial Reporting Council (Amendment) Bill 2018

Part 2
Clause 4 C59

listed corporation (equity) (LTI BERETE B —see
section 3;

listed entity (|1 H##)—see section 3;

misconduct (KEATHy)—
(a) for a PIE auditor—see section 37A; or
(b) for a registered responsible person of a

registered PIE auditor—see section 37B;

non-PIE (35 7% %5 B #4 )—see section 3;

non-PIE  auditor (3~ %) i B #8 42 BUAT ) —see
section 3A;

non-PIE  engagement (3N F i B #EIH H )—see
section 3A;

non-practitioner (3N 1) means an individual

who is not, and has not at any time within the
previous 3 years been—

(a) a certified public accountant (practising);
or

(b) a partner, director, agent or employee of a
practice unit;

overseas entity (3 7NE ) means—

(a) a collective investment scheme constituted
under the laws of any place outside Hong
Kong; or

(b) a body corporate incorporated outside
Hong Kong,

whether or not the scheme or body is a listed
entity;

party (—77), in relation to a review of a specified
decision, means—
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(a) the person who applies for the review; or

(b) the decision authority that makes the
decision;

PIE—see section 3;
PIE auditor (/> 7 F) i B 8 4% B —see section 3A;

PIE auditors register (/> A4 B HE A2 AT 11 40 5%
fit) means the register of PIE auditors
established under section 20ZX;

PIE engagement (\F%5 B #EIH H)—see section
3A;

practice unit (FZE¥(7) has the meaning given by
section 2(1) of the Professional Accountants
Ordinance (Cap. 50);

professional standard (FZEFEHE) means—

(a) any statement of professional ethics, or
standard of accounting, auditing or
assurance practices, issued or specified, or
deemed to have been issued or specified,
under section 18A of the Professional
Accountants Ordinance (Cap. 50);

(b) any standard on professional ethics, or
accounting, auditing or assurance practices,
issued or specified by—

(i) the International Accounting
Standards Board;

(1) the International Auditing and
Assurance Standards Board; or

(1) the International Ethics Standards
Board for Accountants;
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(c) any standard on professional ethics, or
accounting, auditing or assurance practices,
specified in the Listing Rules; or

(d) any standard on professional ethics, or
accounting, auditing or assurance practices,
comparable to that referred to in paragraph
(a) or (b) which is allowed—

(i) by the Securities and Futures
Commission pursuant to the relevant
code; or

(1) by the HKEC pursuant to the Listing
Rules;

public interest entity (2> A F| i B #8)—see section 3;
quality control system (B3R B:¥E1E), in relation to

a practice unit or registered PIE auditor, means
the policies and procedures established and
maintained by the unit or auditor to ensure that
a PIE engagement carried out by the unit or
auditor complies with the applicable
professional standards and legal and regulatory
requirements;

quality control system responsible person (‘B3 B ¥l

FEHAEN), in relation to a practice unit or
registered PIE auditor, means a person
authorized by the unit or auditor to be
responsible for the quality control system of the
unit or auditor;

recognition  application (87 H%E) means an

application made under section 20ZE;

recognized exchange company (787285 F1) means a

company recognized as an exchange company
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under section 19(2) of the Securities and
Futures Ordinance (Cap. 571);

recognized PIE auditor (%3725t B HEAZ BRI )—
see section 3A;

recognized PIE auditor (provisional) (EfWRFa8n] A
il £ B 8 4% BUATT ) —see section 3A;

recognized stock market (FRV]F75T1%)) means a
stock market operated by a recognized exchange
company;

registered PIE auditor (3¥MA R 4 B S A% S0l —
see section 3A;

registered PIE auditor (provisional) (52 727
it B B8 AZ BT —see section 3A;

registered responsible person (i1t &8 F \), in relation
to a registered PIE auditor, means an individual
whose name is recorded in the PIE auditors
register as a responsible person of the auditor;

registration  application ~(FEftH55) means an
application made under section 20G;

renewal application (recognition) (8 1] 78 A M55
means an application made under section 20ZK;

renewal application (registration) (¥ 78 1AW 55
means an application made under section 20K;

review (#81%) means a review of a specified decision
under Division 3 of Part 3C;

review application (7% %%) means an application
made under section 37Q);

specified decision (1§ WP E) means—
(a) a decision by the HKICPA Council—
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(1)
(ii)

(iif)

(iv)

(v)

(b)
(1)

(i1)
(iif)

(iv)

(v)

(vi)

to refuse a registration application
under section 20H;

to refuse a renewal application
(registration) under section 20L;

to impose or amend a condition in
relation to the registration of a PIE
auditor under section 20S;

to revoke or suspend the registration
of a PIE auditor under section 20T
or 20X; or

to refuse to add the name of a person
to the list of registered responsible
persons of a registered PIE auditor
under section 20Y; or

a decision by the FRC—

to refuse a recognition application
under section 20ZF;

to refuse a renewal application
(recognition) under section 20ZL;

to impose or amend a condition in
relation to the recognition of a PIE
auditor under section 20ZR;

to revoke or suspend the recognition
of a PIE auditor under section 20ZS
or 207V,

to revoke the recognition of a
Mainland auditor under section
20ZT(5); or

to impose a sanction under section
37D, 37E or 37F;
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transitional period (1% ) means the period—
(a) beginning on the 2018 Ordinance
commencement date; and
(b) ending on 31 December 2019;
Tribunal (3%#%%) means the Public Interest Entities
Auditors Review Tribunal established under
section 37N(1);
undertake (7K4%)—see section 3A(2);”.
(14)  After section 2(3)—
Add
“(4) For the purposes of this Ordinance, a person is given
a reasonable opportunity of being heard if the
person is given an opportunity to make written or
oral representations.”.
5. Section 3 amended (listed entity)
(1) Section 3, heading—
Repeal
“Listed entity”
Substitute

“Meaning of listed entity, PIE, etc.”.

(2) Section 3(1), definition of listed collective investment
scheme—

Repeal

everything after “that is or”
Substitute

“was listed;”.

(3) Section 3(1), definition of listed corporation—
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(4)

)

(6)

(7)

Repeal

everything after “that is or”

Substitute

“was listed;”.

Section 3(1)—

Repeal the definition of listed entity

Substitute

“listed entity (I TT'E %) means—
(a) a listed corporation; or
(b) a listed collective investment scheme;”.

Section 3(1)—

Add in alphabetical order

“listed corporation (equity) (T x5 ) means a listed
corporation the listed securities of which comprise at
least shares or stocks;

non-PIE (3E/~ P F) i B %) means a listed corporation
that is not a listed corporation (equity);

PIE means a public interest entity;
public interest entity (> 7)1 ) means—
(a) a listed corporation (equity); or
(b) a listed collective investment scheme.”.
Section 3(5), definition of dealing, paragraph (b)(ii)—
Repeal the semicolon
Substitute a full stop.
Section 3(5)—
Repeal the definition of recognized stock market.
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6. Section 3A added
After section 3—

“3A.

Add

Meaning of various types of auditors and engagements

(1) In this Ordinance—

non-PIE auditor (&~ 72 it B #8 #2% BLHT) means a practice
unit that undertakes or carries out a non-PIE
engagement,

non-PIE engagement (AP F| i EMIHE) means an
engagement specified in Part 2 of Schedule 1A;

PIE auditor (/A 7 F 2 B BEAZ BUT) means—
(a) a registered PIE auditor; or
(b) a recognized PIE auditor;

PIE engagement (A7FaiBHIHE) means an
engagement specified in Part 1 of Schedule 1A;

recognized PIE auditor (3871 Kt ‘B HE A% BLAIT)
means—

(a) an overseas auditor recognized under Division 3
of Part 3, including a Mainland auditor
recognized under section 20ZT; or

(b) a recognized PIE auditor (provisional);

recognized PIE auditor (provisional) (EfWR58 v/ i 4
B8 BHil) means an overseas auditor taken to be a
recognized PIE auditor under section 90(3);

registered PIE auditor  (F1A R F 4 B 8 A% A
means—

(a) a practice unit registered under Division 2 of
Part 3; or
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(b) a registered PIE auditor (provisional);

registered PIE auditor (provisional) (et A F] 2 B

2

€)

BEAZ#(fT) means a practice unit taken to be a
registered PIE auditor under section 88(3).

For the purposes of this Ordinance, a person
undertakes a PIE engagement or non-PIE
engagement when the person accepts the appointment
for carrying out the engagement.

For the purposes of this Ordinance, a PIE
engagement or non-PIE engagement is completed
when—

(a) 1if the engagement is for the preparation of an
auditor’s report referred to in item 1(a)(i) of
Part 1, or item 1(a) of Part 2, of Schedule 1A,
the report is sent under section 430 of the
Companies Ordinance (Cap. 622);

(b) if the engagement is for the preparation of an
auditor’s report referred to in item 1(a)(ii) or (b)
of Part 1, or item 1(b) of Part 2, of Schedule
1A, the report is issued for the purposes of the
relevant code or the Listing Rules, as the case
requires;

(c) if the engagement is for the preparation of a
specified report referred to in item 2 of Part 1,
or item 2 of Part 2, of Schedule 1A, the listing
document in which the report is included is
issued for the purposes of the Listing Rules; or

(d) if the engagement is for the preparation of an
accountant’s report referred to in item 3 of Part
1 of Schedule 1A, the circular in which the
report is included is issued for the purposes of
the Listing Rules.
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(4) Nothing in this Ordinance prevents a registered PIE
auditor from undertaking or carrying out a non-PIE
engagement.”.

7. Section 4 amended (relevant irregularity)
(1) Section 4, heading—
Repeal
“Relevant irregularity”
Substitute
“Practice irregularity by PIE auditors, non-PIE auditors,

9

ete. .
(2) Section 4—

Repeal subsections (1) and (2).
(3) Section 4—

Renumber subsections (3), (4), (5), (6), (7) and (8) as
subsections (1), (2), (3), (4), (5) and (6) respectively.

(4) Section 4(1)—
Repeal everything before paragraph (a)
Substitute

“(1) For the purposes of this Ordinance, a PIE auditor or
non-PIE auditor has committed a practice irregularity
if, in relation to a PIE engagement or non-PIE
engagement completed on or after the 2018
Ordinance commencement date, the auditor—".

(5) Section 4(1)(b)—
Repeal
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“he knew”

Substitute

“the auditor knew”.
(6) Section 4(1)(c)—

Repeal

“his profession”

Substitute

“the auditor’s profession”.
(7) Section 4(1)—

Repeal paragraph (e)

Substitute

“(e) did or omitted to do something that would
reasonably be regarded as bringing or likely to bring
discredit on the auditor, the HKICPA or the
accountancy profession.”.

(8) Section 4(2)—
Repeal everything before paragraph (a)
Substitute

“(2) Without prejudice to subsection (1), where the PIE
auditor or non-PIE auditor is a corporate practice,
the auditor has also committed a practice irregularity
if, in relation to a PIE engagement or non-PIE
engagement completed on or after the 2018
Ordinance commencement date—".

(9) Section 4(2)(a)—
Repeal

“or reporting accountant”.
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(10)

(11)

(12)

(13)

Section 4(2)(a)(ii1)—
Repeal

“name that then appeared in relation to the practice in the
CPA register”

Substitute
“practice name”.
Section 4(2)(b)—
Repeal
“or reporting accountant” (wherever appearing).
Section 4(2)(b)(1)—
Repeal
“in Part II of the CPA register; or”
Substitute
“in—
(A) for a PIE auditor—the PIE auditors register; or
(B) for a non-PIE auditor—Part II of the CPA
register; or”.
Section 4(3)—
Repeal everything before paragraph (a)
Substitute

“(3) Without prejudice to subsection (1), where the PIE
auditor or non-PIE auditor is a certified public
accountant (practising), the auditor has also
committed a practice irregularity if, in relation to a
PIE engagement or non-PIE engagement completed
on or after the 2018 Ordinance commencement date,
the auditor—".
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(14) Section 4(4)—
Repeal everything before paragraph (a)
Substitute
“(4) Without prejudice to subsection (1), where the PIE
auditor or non-PIE auditor is a firm of certified
public accountants (practising), the auditor has also
committed a practice irregularity if, in relation to a
PIE engagement or non-PIE engagement completed
on or after the 2018 Ordinance commencement date,
the auditor—"".
(15)  Section 4(4)(c)—
Repeal

“name that then appeared in relation to the firm in the
CPA register”

Substitute
“practice name”.
(16) Section 4—
Repeal subsections (5) and (6)
Substitute

“(5) For the purposes of this Ordinance, a registered
responsible person of a registered PIE auditor has
committed a practice irregularity if, in relation to a
PIE engagement completed by the auditor on or
after the 2018 Ordinance commencement date, the
person—

(a) falsified or caused to be falsified a document;

(b) made a statement, in relation to a document,
that was material and that the person knew to
be false or did not believe to be true;
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(c) has been negligent in the conduct of the
person’s profession;

(d) has been guilty of professional misconduct;

(e) did or omitted to do something that would
reasonably be regarded as bringing or likely to
bring discredit on the person, the HKICPA or
the accountancy profession;

(f) failed or neglected to observe, maintain or
otherwise apply a professional standard; or

(g) refused or neglected to comply with the
provisions of any bylaw or rule made, or any
direction lawfully given, by the HKICPA
Council.

(6) In this section—
CPA register (7THTFEMACEk) means the register of
certified public accountants kept under section 22 of

the Professional Accountants Ordinance (Cap. 50);

practice name (FE2 ) —

(a) for a PIE auditor—means the name in which
the auditor is registered in the PIE auditors
register; or

(b) for a non-PIE auditor—means the name in
which the auditor is registered in the CPA
register;

professional indemnity insurance (SZETMELRT) has the
meaning given by section 2(1) of the Professional

Accountants Ordinance (Cap. 50).”.

8. Section 6 amended (establishment of Financial Reporting

Council)

(1) Section 6(2)—
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2)

)

Repeal
“Council”
Substitute
“FRC”.
Section 6(2)(b), English text—
Repeal

“shall”
Substitute
“must”.
Section 6(3)—
Repeal
“Council”
Substitute
“FRC”.

9. Section 7 substituted
Section 7—

((7.

Repeal the section
Substitute

Composition of FRC

(1) The FRC is to consist of the following members—

(a) a chairperson, who is a non-executive director

of the FRC and a non-practitioner;

(b) a chief executive officer, who is an executive

director of the FRC; and

(c) at least 7 other members, who are either
executive or non-executive directors of the FRC.
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)

3)

(4)

)
(6)

(7)

All members of the FRC must be appointed by the
Chief Executive.

Among the members of the FRC—

(a) the number of non-practitioners must exceed
the number of practitioners; and

(b) the number of non-executive directors must
exceed the number of executive directors.

Among the members of the FRC—

(a) at least 2 must be appointed from among
persons who appear to the Chief Executive to
be suitable for appointment, because of their
knowledge and experience in PIE engagements;
and

(b) the others must be appointed from among
persons who appear to the Chief Executive to
be suitable for appointment, because of—

(1) their knowledge in accounting, auditing,
finance, banking, law, administration or
management; or

(1) their professional or occupational
experience.

A public officer is not eligible for appointment as a
member of the FRC.

The Chief Executive must publish in the Gazette a
notice of each appointment under subsection (2).

The FRC may perform any of its functions, and its
proceedings are valid, despite—

(a) a vacancy in its membership;

(b) a defect in the appointment or qualification of
a person purporting to be its member;
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(c) a defect in its composition under subsection (3);
or
(d) a minor irregularity in the convening of any of
its meetings.

(8) If any requirement under this section is not complied
with, the Chief Executive must as soon as practicable
take the necessary action to ensure that the
requirement is complied with.

(9) Schedule 2 has effect with respect to the FRC and its
members.”.

10. Section 8 repealed (Chief Executive Officer)
Section 8—

Repeal the section.

11. Section 9 amended (functions of Council)

(1)

2)

3)

Section 9, heading—

Repeal

“Council”

Substitute

“FRC”.

Section 9—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 9—

Repeal paragraphs (a), (b) and (c)
Substitute
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“(a) to regulate auditors of listed entities through a
registration and recognition mechanism, and through
inspection, investigation and disciplinary sanction;

(b) to oversee the HKICPAs performance of the
following functions—

(i) dealing with applications and other matters
relating to the registration of PIE auditors;

(i1) establishing and maintaining the PIE auditors
register;

(iii) setting continuing professional development
requirements for registered PIE auditors; and

(iv) setting standards on professional ethics, and
accounting, auditing and assurance practices,
for registered PIE auditors;

(¢) to monitor, through enquiries, the compliance by
listed entities of regulatory requirements for financial
reports;”.

(4) Section 9(d), before “investigations”—
Add
“inspections,”.

(5 Section 9(f)—
Repeal subparagraphs (i) and (ii)
Substitute

“(d) any misconduct by a PIE auditor or registered
responsible person of a registered PIE auditor;

(1) the wundertaking or carrying out of any PIE
engagement or non-PIE engagement; or

(i) any relevant non-compliance in relation to a listed
entity;”.
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(6) Section 9(g)—
Repeal
“investigation or enquiry into, or dealing with,”
Substitute
“request for assistance in dealing with”.
(7) Section 9(g)—
Repeal subparagraphs (i) and (ii)
Substitute

“@(d) any misconduct by a PIE auditor or registered
responsible person of a registered PIE auditor;

(1) the wundertaking or carrying out of any PIE
engagement or non-PIE engagement; or

(i) any relevant non-compliance in relation to a listed
entity; and”.

12. Section 10 amended (powers of Council)
(1) Section 10, heading—
Repeal
“Council”
Substitute
“FRC”.
(2) Section 10(1)—
Repeal
“Council”
Substitute
“FRC”.
(3) After section 10(1)—
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Add

“(1A) Without prejudice to subsection (1), the FRC may,
for performing its function under section 9(b)—

(a) request the HKICPA to provide information
and periodic reports on the HKICPA’
performance of a specified function;

(b) conduct assessment on the HKICPA’s
performance of a specified function; and

(c) if satisfied that it is in the public interest to do
so, give written directions to the HKICPA on
the performance of a specified function.

(1B) The HKICPA must comply with any direction given
under subsection (1A)(c).”.

(4) Section 10(2)—
Repeal
“the generality of subsection (1)”
Substitute
“subsections (1) and (1A)”.
(5) Section 10(2)—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.
(6) Section 10(2)(e)—
Repeal
“Secretary”
Substitute

“Secretary for Financial Services and the Treasury”.
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(7) Section 10(2)(h), Chinese text—
Repeal
“PPE - BERY
Substitute
(8) After section 10(2)—
Add
“(3) In this section—

specified function (F5§W%AE) means a function of the
HKICPA mentioned in section 9(b).”.

13. Section 11 amended (delegations)

(1) Section 11(1)—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.

(2) Section 11(1)(c)—
Repeal
“his name or to the office held by him”
Substitute

“the employee’s name or to the office held by the
employee”.

(3) Section 11—
Repeal subsection (2)
Substitute
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“(2) The FRC must not delegate any of its functions
specified in Schedule 3A.”.

(4) Section 11(3), (4) and (5)—
Repeal
“Council”
Substitute
“FRC”.
(5) Section 11(6), English text—
Repeal
“he”
Substitute
“the person”.
(6) Section 11(7)—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.

14. Section 12 amended (assistance, etc. to specified authorities
under certain circumstances)

(1) Section 12(1)—
Repeal
“Council”
Substitute
“FRC”.
(2) Section 12(1)(a)—
Repeal subparagraphs (i) and (ii)
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Substitute

“(i) any misconduct by a PIE auditor or registered
responsible person of a registered PIE auditor;

(i) the wundertaking or carrying out of any PIE
engagement or non-PIE engagement; or

(i) any relevant non-compliance in relation to a listed
entity; and”.

(3) Section 12(1)(b)—
Repeal
“investigation or enquiry into, or dealing with,”
Substitute
“request for assistance in dealing with”.
(4) Section 12(1)(b)—
Repeal subparagraphs (i) and (ii)
Substitute

“@(1) any misconduct by a PIE auditor or registered
responsible person of a registered PIE auditor;

(1) the wundertaking or carrying out of any PIE
engagement or non-PIE engagement; or

(i) any relevant non-compliance in relation to a listed
entity.”.

(5) Section 12(3)—
Repeal
“Council shall”
Substitute
“FRC must”.

(6) Section 12(3)(a)—
Repeal
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(7)

(8)

)

(10)

(11)

“Council”
Substitute
“FRC”.
Section 12(4)—
Repeal
“Council shall”
Substitute
“FRC must”.
Section 12(4)(a)(i)—
Repeal
“Council”
Substitute
“FRC”.
Section 12(5)—
Repeal
“Council shall”
Substitute
“FRC must”.
Section 12(6)—
Repeal
“Council has”
Substitute
“FRC has”.
Section 12(6)—
Repeal
“Council shall”
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Substitute
“FRC must”.
(12) Section 12(7)(a)—
Repeal subparagraphs (i) and (ii)
Substitute

“(i) to give any explanation or further particulars, or to
answer a question, under section 25; or

(i1) to give any information or explanation under section
43(1); and”.

(13) Section 12(7)(a)—
Repeal subparagraphs (iii) and (iv).
(14) Section 12(7)(b)—
Repeal
“statement, or the answer or response,”
Substitute
“answer”.
(15) Section 12(7)(b)—
Repeal

“or information, or making the statement, or giving the
answer or response,”

Substitute

“, information or answer,”.
(16) Section 12(7)—

Repeal

“Council shall”

Substitute

“FRC must”.
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(17)  Section 12(7)—
Repeal
“, information or statement, or the question and the
answer or response”
Substitute
“or information, or the question and answer”.
15. Section 13 amended (Council may issue guidelines)

(1) Section 13, heading—
Repeal
“Council”
Substitute
“FRC”.

(2) Section 13(1)—
Repeal
“Council”
Substitute
“FRC”.

(3) Section 13(2)—
Repeal
“Council shall”
Substitute
“FRC must”.

(4) Section 13(3)—
Repeal
“Council”
Substitute
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16.

17.

G(FRC’5'
(5) Section 13(4), Chinese text—
Repeal

“f,

Section 14 amended (directions of Chief Executive)
(1) Section 14—

Repeal subsection (1)

Substitute

“(1) After consultation with the chairperson of the FRC,
the Chief Executive may, if satisfied that it is in the
public interest to do so, give the FRC written
directions the Chief Executive considers appropriate
on the performance of any of the FRC’s functions.”.

(2) Section 14(2) and (3)—
Repeal
“Council shall”
Substitute
“FRC must”.

Section 15 amended (Council to furnish information)
(1) Section 15, heading—

Repeal

“Council”

Substitute

“FRC”.
(2) Section 15—

Repeal
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“Secretary, the Council shall furnish to him”
Substitute

“Secretary for Financial Services and the Treasury, the
FRC must furnish to the Secretary”.

(3) Section 15(a), English text—
Repeal
“he”
Substitute
“the Secretary”.
(4) Section 15(a)—
Repeal
“Council is”
Substitute
“FRC is”.
(5) Section 15(a), English text—
Repeal
“Council’s”
Substitute
“FRC’s”.

18. Section 16 amended (exemption from taxation)
Section 16—
Repeal
“Council”
Substitute
“FRC”.
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19. Section 17 substituted
Section 17—
Repeal the section
Substitute
“17. Financial years and estimates

(1) Subject to subsection (2), the financial year of the

FRC begins on 1 April of each calendar year.

(2) The first financial year of the FRC after the
commencement of the 2018 Amending Ordinance

(first financial year)—

(a) begins on the 2018 Ordinance commencement
date; and

(b) ends on 31 March 2021.

(3) The FRC must submit, for approval by the Financial

Secretary, the estimates of its income and

expenditure—

(a) for the first financial year—as soon as
practicable after the 2018 Ordinance
commencement date;

(b) for the financial year after the first financial
year—before 31 December 2020; or

(c) for any other financial year—before 31 December
of the preceding financial year.”.

20. Section 18 amended (accounts)

(1) Section 18(1)—
Repeal
“Council shall”

Substitute
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21.

2)

)

(4)

“FRC must”.
Section 18(2)—
Repeal

everything after “each financial year of the” and before
“that—”

Substitute

“FRC, the FRC must cause to be prepared for the
financial year a statement of accounts of the FRC”.

Section 18(2)(a)(i) and (ii)—
Repeal

“Council”

Substitute

“FRC”.

Section 18(2)(b)—

Repeal

“Chairman, and the Chief Executive Officer, of the
Council”

Substitute
“chairperson, and the chief executive officer, of the FRC”.

Section 19 amended (Director of Audit as auditor)

(1)

2)

Section 19(1)—

Repeal

“shall make a report to the Council”
Substitute

“must make a report to the FRC”.
Section 19(2)—
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()

(4)

)

(6)

Repeal

“his opinion”

Substitute

“the Director’s opinion”.
Section 19(3)—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 19(3)—

Repeal

“he considers necessary to perform his”
Substitute

“the Director considers necessary to
Director’s”.

Section 19(4)—

Repeal

“he considers necessary to perform his”
Substitute

“the Director considers necessary to
Director’s”.

Section 19(4)—
Repeal
“Council”
Substitute
“FRC”.

perform

perform

the

the
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22, Section 20 amended (reports and statement to be laid before
Legislative Council)

(1) Section 20(1)—
Repeal
“Council, the Council shall submit to the Secretary”
Substitute
“FRC, the FRC must submit to the Financial Secretary”.
(2) Section 20(1)(a)—
Repeal
“Council”
Substitute
“FRC”.
(3) Section 20(2)—
Repeal

“Secretary shall cause the reports and statement received
by him”

Substitute

“Financial Secretary must cause the documents received”.

23. Part 3 added
After Part 2—
Add

“Part 3
Registration and Recognition of PIE Auditors

Division 1—Interpretation
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20A.

Interpretation
In this Part—

chief executive officer (1TH ), in relation to a practice
unit, means the person (by whatever name called)
who is responsible (whether alone or jointly with
others) for implementing the general strategy and
general management of the business of the unit;

Mainland corporation (NHii%[#) means a company or
body corporate incorporated in the Mainland of
China;

managing board of partners (7% NEHLE), in relation to
a practice unit, means a group of partners forming a
board (by whatever name called) which is responsible
for implementing the general strategy and general
management of the business of the unit;

registered engagement partner (GEMPEEGEAN), in
relation to a registered PIE auditor, means an
individual whose name is recorded in the PIE
auditors register as an engagement partner of the
auditor;

registered engagement quality control reviewer (71 1IHH &
REYEHMIA), in relation to a registered PIE
auditor, means an individual whose name is recorded
in the PIE auditors register as an engagement quality
control reviewer of the auditor;

registered quality control system responsible person (i1 fi'E
REFHIEAEN), in relation to a registered PIE
auditor, means an individual whose name is recorded
in the PIE auditors register as a quality control
system responsible person of the auditor.
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20B.

20C.

20D.

20E.

20F.

Division 2—Registered PIE Auditors
Subdivision 1—Prohibitions and Offences

Prohibition on undertaking and carrying out PIE
engagement

(I) A person must not undertake or carry out any PIE
engagement unless the person is a registered PIE
auditor.

(2) Subsection (1) does not apply to an overseas auditor.

Prohibition on holding out as registered PIE auditor

A person must not hold the person out as a registered PIE
auditor unless the person is registered as such an auditor
under this Division.

Prohibition on carrying out activity as engagement partner

A person must not carry out any activity as an
engagement partner of a registered PIE auditor unless the
person is a registered engagement partner of the auditor.

Prohibition on carrying out activity as engagement quality
control reviewer

A person must not carry out any activity as an
engagement quality control reviewer of a registered PIE
auditor unless the person is a registered engagement
quality control reviewer of the auditor.

Offences

A person who, without reasonable excuse, contravenes
section 20B, 20C, 20D or 20E commits an offence and is
liable—
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(a) on conviction on indictment—to a fine of
$1,000,000 and to imprisonment for 2 years
and, for a continuing offence, to a further fine
of $20,000 for each day during which the
offence continues; or

(b) on summary conviction—to a fine at level 6 and
to imprisonment for 6 months and, for a
continuing offence, to a further fine of $2,000
for each day during which the offence continues.

Subdivision 2—Registration

20G. Application

20H.

(1)
2)

)

A practice unit may apply to the HKICPA Council
to be registered as a PIE auditor.

The application must—

(a) be made in the form and way specified by the
HKICPA Council; and

(b) be accompanied by the fee specified in Schedule
3B.

The application must contain—
(a) alist of all the applicant’s responsible persons;

(b) if the applicant is a firm of certified public
accountants (practising)—a list of all the
applicant’s partners; and

(c) if the applicant is a corporate practice—a list of
all the applicant’s directors.

Decision on application

(1)

The HKICPA Council may grant or refuse a
registration application.
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201.

(2) The HKICPA Council must not grant a registration
application unless it is satisfied that—

3)

(a)
(b)

(©)

(d)

the applicant is a practice unit;

the applicant meets the requirement specified in
subsection (3);

the quality control system responsible person of
the applicant is—

(1) the chief executive officer of the applicant;
or

(i) a member of the managing board of
partners of the applicant; and

each responsible person of the applicant
specified in the application is a fit and proper
person to be a certified public accountant.

The requirement is—

(a)

(b)

©

if the applicant is a certified public accountant
(practising)—the applicant is a fit and proper
person to be a certified public accountant;

if the applicant is a firm of certified public
accountants (practising)—each partner of the
applicant is a fit and proper person to be a
certified public accountant; or

if the applicant is a corporate practice—each
director of the applicant is a fit and proper
person to be a certified public accountant.

Notification of decision
(1) The HKICPA Council must—
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2)

(a) inform the applicant for a registration
application of its decision on the application by
written notice; and

(b) issue a copy of the notice to each responsible
person of the applicant listed in the application.

If the HKICPA Council refuses the application, the
notice must include a statement of the reasons for
the decision.

20J. Validity of registration

(1)

2)

The registration of a practice unit as a PIE auditor—
(a) takes effect—

(i) if the HKICPA Council grants the unit’s
registration application—on the day
specified in the notice from the Council
under section 20I(1); or

(1) if the HKICPA Council refuses the
application but the decision is reversed by
a review or appeal under Part 3C—on the
day when the reversal of decision takes
effect; and

(b) subject to subsection (2), expires on 31
December of the year in which the registration
takes effect.

If the registration application is made within the
transitional period, the registration of the practice
unit as a PIE auditor expires on whichever is the
later of the following—
(a) 31 December 2020;

(b) the day described in subsection (1)(b).
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(3) The registration of a practice unit as a PIE auditor is
renewable annually.

Subdivision 3—Renewal
20K. Application

(1) A registered PIE auditor may apply to the HKICPA
Council for renewal of its registration.

(2) The application must be made no earlier than 3
months, and no later than 45 days, before the day on
which the current registration expires.

(3) The application must—

(a) be made in the form and way specified by the
HKICPA Council; and
(b) be accompanied by the fee specified in Schedule
3B.
20L. Decision on application

(1) The HKICPA Council may grant or refuse a renewal
application (registration).

2)

)

The HKICPA Council must not grant a renewal
application (registration) unless it is satisfied that—

(a)

(b)

the applicant continues to meet all the
requirements specified in section 20H(2); and

the applicant meets the requirement specified in
subsection (3).

The requirement is—

(a)

if the applicant was a certified public accountant
(practising) when the applicant was first
registered—the applicant continues to be a
certified public accountant (practising);
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(b) if the applicant was a firm of certified public
accountants (practising) when the applicant was
first registered—the applicant continues to be a
firm of certified public accountants (practising);
or

(c) if the applicant was a corporate practice when
the applicant was first registered—the applicant
continues to be a corporate practice.

20M. Notification of decision

20N.

(1)

)

The HKICPA Council must—

(a) inform the applicant for a renewal application
(registration) of its decision on the application
by written notice; and

(b) issue a copy of the notice to each registered
responsible person of the applicant.

If the HKICPA Council refuses the application, the
notice must include a statement of the reasons for
the decision.

Current registration remains in force until decision on
renewal takes effect

(1)

)

This section applies if a renewal application
(registration) has been made but the application is
not finally determined before the expiry of the
current registration.

Despite section 20J(1) or (2), the current registration
remains in force until—

(a) if the registration is renewed—the day on which
the renewal takes effect under section 200; or
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(b) if the application is refused—the day on which
the refusal takes effect under Part 3C.

200. Validity of renewed registration
The renewal of registration of a PIE auditor—
(a) takes effect—

(1) if the HKICPA Council grants the auditor’s
renewal application (registration)—on the
day specified in the notice from the
Council under section 20M(1); or

(i) if the HKICPA Council refuses the
application but the decision is reversed by
a review or appeal under Part 3C—on the
day when the reversal of decision takes
effect; and

(b) expires on 31 December of the year in which
the renewal takes effect.

Subdivision 4—Supplementary Registration and Renewal
Provisions

20P. Applicant to provide information

(1) An applicant for a registration application or renewal
application (registration) must provide the HKICPA
Council with the information that the Council
reasonably requires to enable it to consider the
application.

(2) In considering the application, the HKICPA Council
may have regard to any information in its possession
(whether or not provided by the applicant).
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20Q. Determination of fit and proper

In determining whether a person is a fit and proper person
to be a certified public accountant, the HKICPA Council
must have regard to the following matters—

(a)
(b)

(©)
(d)

(e)

the person’s professional qualification,
knowledge, skills and experience;

the person’s reputation, character, reliability and
integrity;

the person’s financial status and solvency;
whether any disciplinary action has been taken
against the person under this Ordinance or the

Professional Accountants Ordinance (Cap. 50);
and

whether the person has been convicted of any
offence in Hong Kong or elsewhere.

20R. Offences to provide false or misleading information

(1) A person commits an offence if the person, in
connection with a registration application or renewal
application (registration)—

2)

(a)
(b)

makes a statement that is false or misleading in
a material particular; and

knows that, or is reckless as to whether or not,
the statement is false or misleading in a material
particular.

A person commits an offence if the person, in
connection with a registration application or renewal
application (registration)—

(a)

omits a material particular from a statement
with the result that the statement is rendered
false or misleading; and
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)

(b) knows that, or is reckless as to whether or not,
the material particular is omitted from the
statement.

A person who commits an offence under subsection
(1) or (2) is liable on conviction to a fine at level 5
and to imprisonment for 6 months.

Subdivision 5—Registration Conditions, Revocation and

Suspension

20S. HKICPA Council may impose or amend conditions

(1)

2)

3)

“4)

The HKICPA Council may impose any condition in
relation to the registration of a PIE auditor that the
Council considers appropriate—

(a) at the time when it grants the registration
application or renewal application (registration);
or

(b) at any other time when the registration is valid.

The HKICPA Council may, at any time when the
registration is valid, amend an existing condition by
varying or revoking the condition.

If the HKICPA Council decides to impose or amend
a condition in relation to the registration of a PIE
auditor, the Council must—

(a) inform the auditor of its decision by written
notice; and

(b) issue a copy of the notice to each registered
responsible person of the auditor.

The notice must include a statement of the reasons
for the decision.
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20T. Registration may be revoked or suspended on non-
disciplinary grounds

(1) The HKICPA Council must revoke the registration
of a PIE auditor—

2)

(a)

(b)

©

where the auditor was a certified public
accountant (practising) when the auditor was
first registered—

(1) if the auditor dies; or
(i) if the auditor ceases to be a certified public
accountant (practising);

where the auditor was a firm of certified public
accountants (practising) when the auditor was
first registered—

(1) if the auditor ceases to operate and the
partnership is dissolved; or

(i) if the auditor ceases to be a firm of
certified public accountants (practising);
and

where the auditor was a corporate practice when
the auditor was first registered—

(i) if the auditor has commenced to be wound
up; or

(i) if the auditor ceases to be a corporate
practice.

The HKICPA Council may revoke or suspend the
registration of a PIE auditor if—

(a)
(b)

the auditor requests the Council to do so; or

the Council is satisfied that the auditor has been
registered—

(1) by mistake; or



Part 2
Clause 23

Financial Reporting Council (Amendment) Bill 2018

Cl145

)

(4)

)

(i) in consequence of any misleading, false or
fraudulent statement, declaration or
representation, whether orally or in
writing.

For the purposes of subsection (2), the HKICPA
Council may suspend the registration of a PIE
auditor for a period of time, or until the occurrence
of an event, that the Council considers appropriate.

If the HKICPA Council decides to revoke or suspend
the registration of a PIE auditor under subsection (1)
or (2), the Council must—

(a) inform the auditor of its decision by written
notice; and

(b) issue a copy of the notice to each registered
responsible person of the auditor.

The notice must include a statement of the reasons
for the decision.

Subdivision 6—Obligations of Registered PIE Auditors

20U. Registered PIE auditor must have registered responsible
persons

(1)

A registered PIE auditor must ensure that it has, at
all times—

(a) at least one registered engagement partner;

(b) at least one registered engagement quality
control reviewer; and

(c) at least one registered quality control system
responsible person.



Part 2
Clause 23

Financial Reporting Council (Amendment) Bill 2018

C147

20V.

20W.

(2) For the purposes of subsection (1), a person may be
registered for one or more of the roles listed in that
subsection.

(3) Despite subsection (2), a registered PIE auditor must
ensure that a person does not, in relation to a PIE
engagement carried out by the auditor, act as both a
registered engagement partner and a registered
engagement quality control reviewer of the auditor.

Registered PIE auditor must not authorize unregistered
persons to carry out activity

A registered PIE auditor must not authorize a person,
who is not a registered engagement partner, registered
engagement quality control reviewer or registered quality
control system responsible person of the auditor, to carry
out any activity for the auditor as such a partner, reviewer
Or person.

Registered PIE auditor must provide sufficient resources
etc.

(I) A registered PIE auditor must ensure that a
registered quality control system responsible person
is provided with sufficient resources and support to
carry out the duties under subsection (2).

(2) A registered quality control system responsible
person must use the person’s best endeavours to
ensure that the registered PIE auditor—

(a) has established and maintains a quality control
system in relation to the PIE engagements
carried out by the auditor;

(b) has established policies and procedures for
monitoring the quality control system; and
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(c) complies with the policies and procedures.

20X. Failure to meet certain requirements after registration

(1)

2)

3)

(4)

)

(6)

This section applies if a registered PIE auditor fails
to meet a requirement specified in—

(a) section 20H(2)(b), (¢) or (d); or

(b) section 20U(1).

The auditor must, within 7 days after the day on

which the failure begins, inform the HKICPA
Council of the failure by written notice.

The auditor must, within 14 days after the day on
which the written notice is issued to the HKICPA
Council, take steps to ensure that the requirement is
met.

If the auditor still fails to meet the requirement on
the expiry of the 14-day period, the HKICPA
Council may—

(a) revoke the registration of the auditor; or

(b) suspend the registration of the auditor for a
period of time, or until the occurrence of an
event, that the Council considers appropriate.

If the HKICPA Council decides to revoke or suspend
the registration of the auditor under subsection (4),
the Council must—

(a) inform the auditor of its decision by written
notice; and

(b) issue a copy of the notice to each registered
responsible person of the auditor.

The notice must include a statement of the reasons
for the decision.
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(7) A person who, without reasonable excuse,
contravenes subsection (2) commits an offence and is
liable on conviction to a fine at level 5.
20Y. Additional registered responsible persons

(1)

2)

3)

(4)

)

This section applies if a registered PIE auditor
proposes to add the name of a person to the list of
registered responsible persons of the auditor.

The auditor must, by written notice in the specified
form, inform the HKICPA Council of the proposed
addition.

The name of the person may be added to the list of
registered responsible persons of the auditor if the
HKICPA Council is satisfied that—

(a) the person is a fit and proper person to be a
certified public accountant; and

(b) in the case where the person is to be added to
the list as a registered quality control system
responsible person, the person also meets the
requirement specified in section 20H(2)(c).

The HKICPA Council must—

(a) inform the auditor of its decision by written
notice; and

(b) issue a copy of the notice to the person.

If the HKICPA Council refuses to add the name of
the person to the list of registered responsible
persons of the auditor, the notice must include a
statement of the reasons for the decision.
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20Z. Registered PIE auditor to notify changes in particulars

20ZA.

(1)

2)

)

If there is a change in any of the specified particulars
of a registered PIE auditor or any of its registered
responsible persons, the auditor must, within 14 days
after the day on which the change takes place, inform
the HKICPA Council of the change by written
notice.

A person who, without reasonable excuse,
contravenes subsection (1) commits an offence and is
liable on conviction to a fine at level 5.

In this section—

specified particulars (1§ A7 1H) means—

(a) full name;

(b) business address;

(c) telephone number; and
(d) electronic mail address.

Registered PIE auditor to notify changes in registered
responsible persons, partners and directors

(1)

A registered PIE auditor must, within 14 days after
the day on which any of the following changes takes
place, inform the HKICPA Council of the change by
written notice—

(a) a registered responsible person of the auditor
ceases to be a responsible person of the auditor;
or

(b) a person becomes or ceases to be a partner or
director of the auditor.
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(2) A person who, without reasonable excuse,
contravenes subsection (1) commits an offence and is
liable on conviction to a fine at level 5.

Division 3—Recognized PIE Auditors
Subdivision 1—Prohibitions and Offences
20ZB. Prohibition on undertaking and carrying out PIE
engagement

(1) An overseas auditor must not undertake any PIE
engagement for an overseas entity unless—

(a) a recognition application has been made in
relation to the auditor; and
(b) the application has been granted.

(2) An overseas auditor must not carry out any PIE
engagement for an overseas entity unless the auditor
has been recognized as a PIE auditor of that entity
under section 20ZI.

(3) Subsections (1) and (2) do not prohibit a Mainland
auditor recognized under section 20ZT from
undertaking or carrying out a PIE engagement for a
Mainland corporation.

20ZC. Prohibition on holding out as recognized PIE auditor

A person must not hold the person out as a recognized

PIE auditor unless the person is recognized as such an

auditor under this Division.

20ZD. Offences

A person who, without reasonable excuse, contravenes
section 20ZB or 20ZC commits an offence and is liable—
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(a) on conviction on indictment—to a fine of
$1,000,000 and to imprisonment for 2 years
and, for a continuing offence, to a further fine
of $20,000 for each day during which the
offence continues; or

(b) on summary conviction—to a fine at level 6 and
to imprisonment for 6 months and, for a
continuing offence, to a further fine of $2,000
for each day during which the offence continues.

Subdivision 2—Recognition

20ZE. Application

20ZF.

(1)

2)

If an overseas entity proposes to appoint an overseas
auditor to carry out a PIE engagement for it, the
entity may apply to the FRC to grant an approval-in-
principle recognizing the auditor as a PIE auditor of
the entity.

The application must—

(a) be made in the form and way specified by the
FRC; and

(b) be accompanied by the fee specified in Schedule
3B.

Decision on application

(1)
2)

The FRC may grant or refuse a recognition
application.

The FRC must not grant a recognition application
unless it is satisfied that—

(a) the Securities and Futures Commission or the

HKEC has, or both of them have, as the case
requires—
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3)

(b)

©

(d)

(1) provided a statement of no objection to
the applicant for appointing an overseas
auditor to carry out a PIE engagement for
the applicant; and

(i) not withdrawn the statement;

the overseas auditor specified in the
application—

(1) is a member of an accountancy body that
is a member of the International
Federation of Accountants; and

(i1) is subject to the regulation of an overseas
regulatory organization recognized by the
FRC;

an agreement of mutual or reciprocal
cooperation is in force between the FRC and
the overseas regulatory organization referred to
in paragraph (b)(ii); and

the overseas auditor has adequate resources and
possesses the capability to carry out a PIE
engagement for the applicant.

The FRC may recognize an overseas regulatory
organization for the purposes of subsection (2)(b)(ii)
if it is satisfied that—

(a)

(b)

the organization performs a function that is
similar to a function of the FRC under this
Ordinance; and

the organization is composed of a majority of
persons who are independent of the
accountancy profession.
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20Z.G. Notification of decision
(1) The FRC must—

20ZH.

2)

(a)

(b)

inform the applicant for a recognition
application of its decision on the application by
written notice; and

issue a copy of the notice to the overseas
auditor specified in the application.

If the FRC refuses the application, the notice must
include a statement of the reasons for the decision.

Validity of approval-in-principle

(1)

2)

If a recognition application made by an overseas
entity is granted, an approval-in-principle is granted
by the FRC recognizing the overseas auditor specified
in the application as a PIE auditor of the entity.

The approval-in-principle granted in relation to the
recognition application is valid for a 6-month period
beginning on—

(a)

(b)

if the FRC grants the application—the day
specified in the notice from the FRC under
section 20ZG(1); or

if the FRC refuses the application but the
decision is reversed by a review or appeal under
Part 3C—the day when the reversal of decision
takes effect.
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20ZI1. Overseas auditors recognized as PIE auditors on

undertaking PIE engagements

(1)

2)

)

4

Subject to subsection (4), after the approval-in-
principle is granted by the FRC in relation to a
recognition application, the overseas entity may
appoint the overseas auditor to carry out a PIE
engagement for it.

If the overseas auditor undertakes the PIE
engagement, the overseas entity must, within 14 days
after the date of undertaking, inform the FRC of
that fact by written notice.

Subject to subsection (4), the overseas auditor is
recognized as a PIE auditor of the overseas entity
when the auditor undertakes the PIE engagement.

If, by the end of the 6-month period during which
the approval-in-principle granted in relation to the
recognition application is valid—

(a) the overseas entity has not appointed the
overseas auditor to carry out a PIE engagement
for it; or

(b) the entity has appointed the auditor to carry
out a PIE engagement for it but the auditor has
not undertaken the engagement,

the entity must make a fresh recognition application
in relation to the auditor if the entity subsequently
proposes to so appoint the auditor.

20ZJ. Validity of recognition

(1)

The recognition of an overseas auditor as a PIE
auditor of an overseas entity—
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(a) takes effect when the auditor undertakes a PIE
engagement for the entity within the 6-month
period during which the relevant approval-in-
principle is valid under section 20ZH(2); and
(b) subject to subsection (2), expires on 31
December of the year in which the recognition
takes effect.

(2) If the recognition application is made within the
transitional period, the recognition of the overseas
auditor as a PIE auditor expires on whichever is the
later of the following—

(a) 31 December 2020;
(b) the day described in subsection (1)(b).

(3) The recognition of an overseas auditor as a PIE
auditor is renewable annually.

Subdivision 3—Renewal
20ZK. Application
(1) An overseas entity that has appointed a recognized

2)

)

PIE auditor to carry out a PIE engagement for it
may apply to the FRC for renewal of the recognition.

The application must be made no earlier than 3
months, and no later than 45 days, before the day on
which the current recognition expires.

The application must—

(a) be made in the form and way specified by the
FRC; and

(b) be accompanied by the fee specified in Schedule
3B.
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20ZL.

20ZM.

20ZN.

Decision on application

(1) The FRC may grant or refuse a renewal application
(recognition).

(2) The FRC must not grant a renewal application
(recognition) unless it is satisfied that all the
requirements specified in section 20ZF(2) continue to
be met in relation to the recognized PIE auditor.

Notification of decision
(1) The FRC must—

(a) inform the applicant for a renewal application
(recognition) of its decision on the application
by written notice; and

(b) issue a copy of the notice to the recognized PIE
auditor specified in the application.

(2) If the FRC refuses the application, the notice must
include a statement of the reasons for the decision.

Current recognition remains in force until decision on
renewal takes effect

(1) This section applies if a renewal application
(recognition) has been made but the application is
not finally determined before the expiry of the
current recognition.

(2) Despite section 20ZJ(1) or (2), the current
recognition remains in force until—

(a) if the recognition is renewed—the day on which
the renewal takes effect under section 20Z0; or

(b) if the application is refused—the day on which
the refusal takes effect under Part 3C.
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20Z0. Validity of renewed recognition

The renewal of recognition of a PIE auditor of an
overseas entity—

(a) takes effect—

(i) if the FRC grants the entity’s renewal
application (recognition) in relation to the
auditor—on the day specified in the notice
from the FRC under section 20ZM(1); or

(i) if the FRC refuses the application but the
decision is reversed by a review or appeal
under Part 3C—on the day when the
reversal of decision takes effect; and

(b) expires on 31 December of the year in which
the renewal takes effect.

Subdivision 4—Supplementary Recognition and Renewal
Provisions

20ZP. Applicant to provide information

(1) An applicant for a recognition application or renewal
application (recognition) must provide the FRC with
the information that the FRC reasonably requires to
enable it to consider the application.

(2) In considering the application, the FRC may have
regard to any information in its possession (whether
or not provided by the applicant).

20Z.Q. Offences to provide false or misleading information

(I) A person commits an offence if the person, in
connection with a recognition application or renewal
application (recognition)—
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(a)

(b)

makes a statement that is false or misleading in
a material particular; and

knows that, or is reckless as to whether or not,
the statement is false or misleading in a material
particular.

(2) A person commits an offence if the person, in
connection with a recognition application or renewal
application (recognition)—

(a)

(b)

omits a material particular from a statement
with the result that the statement is rendered
false or misleading; and

knows that, or is reckless as to whether or not,
the material particular is omitted from the
statement.

(3) A person who commits an offence under subsection
(1) or (2) is liable on conviction to a fine at level 5
and to imprisonment for 6 months.

Subdivision 5—Recognition Conditions, Revocation and

Suspension

20ZR. FRC may impose or amend conditions

(1) The FRC may impose any condition in relation to
the recognition of a PIE auditor that the FRC
considers appropriate—

(a)

(b)

at the time when it grants the recognition
application or renewal application (recognition);
or

at any other time when the recognition is valid.
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20ZS.

)

)

(4)

The FRC may, at any time when the recognition is
valid, amend an existing condition by varying or
revoking the condition.

If the FRC decides to impose or amend a condition
in relation to the recognition of a PIE auditor, the
FRC must—

(a) inform the overseas entity, being the applicant
for the recognition application or renewal
application (recognition) in relation to the
auditor, of its decision by written notice; and

(b) issue a copy of the notice to the auditor.

The notice must include a statement of the reasons
for the decision.

Recognition may be revoked or suspended on non-
disciplinary grounds

(1)

2)

The FRC must revoke the recognition of an overseas
auditor as a PIE auditor of an overseas entity if the
appointment of the auditor for carrying out a PIE
engagement for the entity is terminated.

The FRC may revoke or suspend the recognition of
an overseas auditor as a PIE auditor of an overseas
entity if—

(a) the entity requests the FRC to do so;

(b) the FRC is satisfied that the auditor has been
recognized—

(1) by mistake; or

(i) in consequence of any misleading, false or
fraudulent statement, declaration or
representation, whether orally or in
writing; or
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20ZT.

)

(4)

)

(c) the Securities and Futures Commission or the
HKEC, as the case requires, has withdrawn the
statement of no objection referred to in section
20ZF(2)(a).

For the purposes of subsection (2), the FRC may

suspend the recognition of a PIE auditor for a period

of time, or until the occurrence of an event, that the
FRC considers appropriate.

If the FRC decides to revoke or suspend the
recognition of an overseas auditor as a PIE auditor
of an overseas entity under subsection (1) or (2), the
FRC must—

(a) inform the entity of its decision by written
notice; and

(b) issue a copy of the notice to the auditor.

The notice must include a statement of the reasons
for the decision.

Subdivision 6—Miscellaneous

Recognition of Mainland auditors endorsed in accordance
with mutual recognition agreement

(1)

2)

The FRC must, without a recognition application
having been made in relation to a Mainland auditor,
recognize the auditor as a PIE auditor if all the
conditions specified in subsection (2) are satisfied.

The conditions are—

(a) a mutual recognition agreement is in force;
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)

“4)

©)

(6)

(7

(8)

(b) the auditor has been endorsed in accordance
with the agreement as being qualified to act as
an auditor of the Mainland corporations listed
in Hong Kong; and

(¢) the endorsement has not been withdrawn.

A Mainland auditor recognized under subsection

(D—

(a) may only carry out PIE engagements for the
Mainland corporations listed in Hong Kong;
and

(b) must carry them out in accordance with—

(1) the China Accounting Standards for
Business Enterprises; or

(i) the Mainland Auditing Standards.

Subdivisions 2, 3, 4 and 5, and sections 20ZU and
207V, do not apply to a Mainland auditor recognized
under subsection (1).

The FRC must revoke the recognition of a Mainland
auditor under subsection (1) if any of the conditions
specified in subsection (2) is no longer satisfied in
relation to the auditor.

If the FRC decides to revoke the recognition of a
Mainland auditor under subsection (5), the FRC
must inform the auditor of its decision by written
notice.

The notice must include a statement of the reasons
for the decision.

In this section—
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20ZU.

20ZV.

mutual recognition agreement (F 737 175%) means an

agreement between the Mainland of China and
Hong Kong for mutual recognition of qualified
auditors from either jurisdiction (home jurisdiction)
to act as auditors of corporations incorporated in
the home jurisdiction and listed in the other
jurisdiction.

Overseas entity to notify termination of appointment of
recognized PIE auditors

(1)

2)

€)

This section applies if an overseas entity has
appointed a recognized PIE auditor to carry out a
PIE engagement for it.

If the appointment is terminated, the entity must,
within 14 days after the date of termination, inform
the FRC of the termination by written notice.

A person who, without reasonable excuse,
contravenes subsection (2) commits an offence and is
liable on conviction to a fine at level 5.

Failure to meet certain requirements after recognition

(1)

2)

3)

(4)

This section applies if a recognized PIE auditor fails
to meet a requirement specified in section 20ZF(2)(b)
or (d).

The auditor must, within 7 days after the day on
which the failure begins, inform the FRC of the
failure by written notice.

The auditor must, within 14 days after the day on
which the written notice is issued to the FRC, take
steps to ensure that the requirement is met.

If the auditor still fails to meet the requirement on
the expiry of the 14-day period, the FRC may—
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(a) revoke the recognition of the auditor; or
(b) suspend the recognition of the auditor for a
period of time, or until the occurrence of an
event, that the FRC considers appropriate.
(5) 1If the FRC decides to revoke or suspend the
recognition of the auditor under subsection (4), the
FRC must—
(a) inform the auditor of its decision by written
notice; and
(b) issue a copy of the notice to the overseas entity
concerned.
(6) The notice must include a statement of the reasons
for the decision.
(7) A person who, without reasonable excuse,
contravenes subsection (2) commits an offence and is
liable on conviction to a fine at level 5.
20ZW. Recognized PIE auditor to notify changes in particulars

(1)

2)

)

If there is a change in any of the specified particulars
of a recognized PIE auditor, the auditor must, within
14 days after the day on which the change takes
place, inform the FRC of the change by written
notice.

A person who, without reasonable excuse,
contravenes subsection (1) commits an offence and is
liable on conviction to a fine at level 5.

In this section—

specified particulars (15 W 5F15) means—

(a) full name;
(b) business address;
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(©)
(d)

telephone number; and
electronic mail address.

Division 4—Register of PIE Auditors

20ZX. HKICPA Registrar to establish and maintain register of
PIE auditors

(1) The HKICPA Registrar must establish and maintain
a register of PIE auditors in a form the Registrar
considers appropriate.

(2) The register must contain, in relation to each
registered PIE auditor—

(a)

(b)
©

(d)

(e)

the full name of—
(i) the auditor; and

(1) each registered responsible person of the
auditor;

the business address of the auditor;

the conditions imposed by the HKICPA Council
in relation to the registration of the auditor
(including any condition relating to the
registered responsible persons of the auditor), if
anys;

the day on which the registration of the auditor
expires;

a record of—

(1) the sanctions imposed or actions taken

under Division 2 or 3 of Part 3B (except a
private reprimand); and
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(®

(i) the orders made under section 35 of the
Professional Accountants Ordinance (Cap.
50),

in relation to the auditor, or any registered
responsible person of the auditor, within the
last 5 years, if any; and

any other particulars the Registrar considers
appropriate.

(3) The register must contain, in relation to each
recognized PIE auditor—

(a)
(b)
©

(d)

(e)

(®

the full name of the auditor;
the business address of the auditor;

the conditions imposed by the FRC in relation
to the recognition of the auditor, if any;

the day on which the recognition of the auditor
expires, if applicable;

a record of the sanctions imposed or actions
taken under Division 2 or 3 of Part 3B (except
a private reprimand) in relation to the auditor
within the last 5 years, if any; and

any other particulars the Registrar considers
appropriate.

(4) The HKICPA Council and the FRC must, as far as
practicable, provide the HKICPA Registrar with—

(a)

(b)

the information to be contained in the PIE
auditors register in relation to each PIE auditor;
and

any subsequent change to the information.
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20ZY.

Inspection of PIE auditors register etc.

(1) A person may, at all reasonable times—

2)

()

(a)

(b)

if the PIE auditors register is kept in a
documentary form—inspect the register free of
charge; or

if the register is kept otherwise than in a
documentary form—inspect a reproduction of
any information recorded in the register in a
legible form free of charge.

A person may, at all reasonable times and on
payment of the fee specified in Schedule 3B, obtain—

(a)

(b)

a copy of an entry in, or an extract of, the PIE
auditors register; or

a copy of the entry or extract certified by an
authorized officer of the HKICPA as a true
copy of the entry or extract.

A right under subsection (1) or (2) is only exercisable
for enabling a person—

(a)

(b)

to ascertain whether the person is dealing with,
in matters of or connected with a PIE
engagement—

(1) a registered PIE auditor;

(i) a registered responsible person of a
registered PIE auditor; or

(iii) a recognized PIE auditor; or
to ascertain the particulars of—
(1) a registered PIE auditor;

(i) a registered responsible person of a
registered PIE auditor; or
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(iii)) a recognized PIE auditor.
(4) In any legal proceedings—
(a) a document purporting—

(i) to be a copy of an entry in, or an extract
of, the PIE auditors register; and

(1) to be certified by an authorized officer of
the HKICPA as a true copy of the entry
or extract,

is admissible in evidence on its production
without further proof; and

(b) unless there is evidence to the contrary, on being
admitted in evidence under paragraph (a), the
document—

(i) is presumed to be certified by an
authorized officer of the HKICPA;

(i) is presumed to be a true copy of the entry
or extract; and

(iii) is proof of its contents.

(5) The HKICPA Registrar must, as far as practicable,
make the PIE auditors register available to any
person for inspection free of charge on the
Internet.”.

24, Headings before section 21 substituted
Headings before section 21—
Repeal the headings
Substitute
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“Part 3A

Inspection and Investigation in relation to PIE
Auditors, Non-PIE Auditors, etc.

Division 1—Preliminary”.

25. Section 21 substituted
Section 21—
Repeal the section
Substitute

“21. Interpretation
In this Part—

inspection report (£%5#i ) means a report prepared by
an inspector under section 21G(1);

investigation report (#1 £ #i ) means a report prepared by
an investigator under section 31A(1) or (2).”.

26. Part 3A, Division 2 added
After section 21—
Add

“Division 2—Inspection in relation to PIE Auditors
Subdivision 1—Conduct of Inspection

21A. FRC may appoint inspectors
(1) The FRC may, in writing, appoint—
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(a) an employee of the FRC; or
(b) with the consent of the Financial Secretary, any
other person,
who is a certified public accountant, as an inspector
for the purposes of this Ordinance.
(2) The FRC must provide the appointed inspector with
a copy of the appointment.
21B. FRC may direct inspection to be carried out for ascertaining

compliance

(1)

2)

)

The FRC may direct an inspector to carry out an
inspection in relation to the PIE engagements
completed by a PIE auditor on or after the 2018
Ordinance commencement date for the purpose of
ascertaining whether the auditor has complied with,
or is likely to be able to comply with—

(a) a provision of this Ordinance; or
(b) a professional standard.
The FRC may, in relation to an inspection—

(a) specify a professional standard the compliance
with which is to be ascertained in the inspection;
and

(b) determine the practices and procedures to be
followed for the inspection.

The FRC must provide the inspector with a copy of
its direction.
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21C. Powers of inspector

(1)

2)

For the purposes of an inspection under this
Division, an inspector may, at any reasonable time,
exercise any of the following powers in relation to a
PIE auditor—

(a) enter any business premises of the auditor;

(b) inspect, and make copies or otherwise record
details of, any record or document related to the
PIE engagements completed by the auditor on
or after the 2018 Ordinance commencement
date;

(c) make inquiries of the auditor or a person
specified in subsection (4)—

(1) concerning a record or document referred
to in paragraph (b); or

(1) concerning an activity that was carried out
in the course of, or that may affect, a PIE
engagement.

In exercising a power under subsection (1)(b) or (c),
the inspector may require the auditor or a person
specified in subsection (4)—

(a) to give the inspector access to a record or
document referred to in subsection (1)(b);

(b) to produce to the inspector, within the time and
at the place specified in the requirement, a
record or document referred to in subsection
(1)(b); or

(c) to answer any question—

(1) concerning a record or document referred
to in subsection (1)(b); or
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21D.

)

(4)

(i) concerning an activity that was carried out
in the course of, or that may affect, a PIE
engagement.

The power under subsection (1)(¢) or (2) is not
exercisable in relation to a person specified in
subsection (4) unless the inspector has reasonable
cause to believe that the information, record or
document being sought cannot be obtained by
exercising the power in relation to the auditor.

The person specified for subsection (1)(c) or (2) is a
person whom the inspector has reasonable cause to
believe—

(a) to have the information being sought for the
inspection; or

(b) to be in possession of any record or document
being sought for the inspection.

Inspector may require answer to be verified by statutory
declaration

(1)

)

If a person gives an answer in compliance with a
requirement imposed under section 21C, the
inspector may, by written notice, require the person
to verify the answer by a statutory declaration within
the time specified in the notice.

If a person does not give an answer in compliance
with a requirement imposed under section 21C for
the reason that the information concerned is not
within the person’s knowledge or possession, the
inspector may, by written notice, require the person
to verify that fact and reason by a statutory
declaration within the time specified in the notice.



Part 2
Clause 26

Financial Reporting Council (Amendment) Bill 2018

C199

21E.

3)

A statutory declaration under subsection (1) or (2)
may be made before the inspector and, for that
purpose, the inspector is to have full power to
administer the statutory declaration.

FRC may require information for determining frequency of
inspection etc.

(1)

2)

)

The FRC may, by written notice, require a PIE
auditor to provide any information specified in
subsection (2) for—

(a) determining the frequency at which an
inspection is to be carried out in relation to the
auditor;

(b) specifying the professional standard the
compliance with which is to be ascertained in
an inspection; or

(¢) determining the practices and procedures to be
followed for an inspection.

The information is—

(a) the number of PIE engagements that the PIE
auditor has undertaken or carried out within a
period specified by the FRC;

(b) the full name of the PIEs that have appointed
the auditor to undertake PIE engagements; or

(c) any other information relating to the auditor
required by the FRC.

The PIE auditor must provide the required
information within the time and in the form specified
in the notice.
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21F. Offences relating to sections 21C and 21D

(1)

)

)

(4)

)

A person commits an offence if the person, without
reasonable excuse, fails to comply with a specified
requirement.

A person commits an offence if the person, with
intent to defraud, fails to comply with a specified
requirement.

A person commits an offence if—

(a) in purported compliance with a specified
requirement, the person produces a record or
document, or gives an answer, that is false or
misleading in a material particular; and

(b) the person knows that, or is reckless as to
whether or not, the record, document or answer
is false or misleading in a material particular.

A person commits an offence if, in purported
compliance with a specified requirement, the person,
with intent to defraud, produces a record or
document, or gives an answer, that is false or
misleading in a material particular.

A person commits an offence if the person, with
intent to defraud—

(a) causes or allows another person to fail to
comply with a specified requirement; or

(b) causes or allows another person, in purported
compliance with a specified requirement, to
produce a record or document, or give an
answer, that is false or misleading in a material
particular.
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(6)

(7

(8)

©)

Despite anything in this Ordinance, no criminal
proceedings may be instituted against a person under
subsection (1), (2), (3), (4) or (5) in relation to a
particular conduct if—

(a)

(b)

proceedings have previously been instituted
against the person under section 32(2)(b) in
relation to the same conduct; and

those proceedings remain pending, or because
of the previous institution of those proceedings,
no proceedings may again be lawfully instituted
against the person under section 32(2)(b) in
relation to the same conduct.

A person who commits an offence under subsection
(1) is liable—

(a)

(b)

on conviction on indictment—to a fine of
$200,000 and to imprisonment for 1 year; or

on summary conviction—to a fine at level 5 and
to imprisonment for 6 months.

A person who commits an offence under subsection
(3) is liable—

(a)

(b)

on conviction on indictment—to a fine of
$1,000,000 and to imprisonment for 2 years; or

on summary conviction—to a fine at level 6 and
to imprisonment for 6 months.

A person who commits an offence under subsection
(2), (4) or (5) is liable—

(a)

(b)

on conviction on indictment—to a fine of
$1,000,000 and to imprisonment for 7 years; or

on summary conviction—to a fine at level 6 and
to imprisonment for 6 months.
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(10) In this section—
specified requirement (F§W]ZK) means a requirement
imposed under—
(a) section 21C(2); or
(b) section 21D(1) or (2).
Subdivision 2—Inspection Report
21G. Inspection report

(1)

2)

3)

(4)

An inspector who carries out an inspection must
prepare and submit to the FRC a written report in
relation to the inspection—

(a) at the conclusion of the inspection; and

(b) if required by the FRC, at any other stage of
the inspection.

Before submitting an inspection report to the FRC,
the inspector must—

(a) send a dated draft of the report to—
(i) the PIE auditor concerned; and
(i) any other person named in the draft; and

(b) give the auditor and the person a reasonable
opportunity of being heard.

After submitting an inspection report to the FRC,
the inspector must send a copy of the report to—

(a) the PIE auditor concerned; and
(b) any other person named in the report.

When sending a draft or copy of the inspection
report under this section, the inspector must send it
by registered post to—
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(a)

(b)

for the PIE auditor concerned—the registered
office of the auditor; or

for any other person named in the draft or
report—the last known address of the person.

21H. FRC’s power to take follow-up action

The FRC may, having regard to an inspection report in
relation to a PIE auditor—

(a)
(b)

(©

(d)

(e)

()

decide no follow-up action is required;

require the auditor or, if a registered responsible
person of the auditor is named in the report,
the person to take a measure or corrective
action regarding compliance with—

(1) a provision of this Ordinance; or
(i) a professional standard;

direct an inspector to carry out a further
inspection in relation to the auditor within a
specified period which must not commence
earlier than 6 months after the date of the
direction;

Initiate an investigation in relation to the
auditor or, if applicable, the registered
responsible person;

impose a sanction on, or take an action in
relation to, the auditor or, if applicable, the
registered responsible person under Division 2
or 3 of Part 3B; or

take any other follow-up action in accordance
with this Ordinance that the FRC considers
appropriate.”.
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27. Part 3A, Division 3 and Subdivision 1 headings added
Before section 22—
Add
“Division 3—Investigation in relation to PIE
Auditors, Non-PIE Auditors, etc.
Subdivision 1—Audit Investigation Board and
Investigators”.

28. Section 22 amended (Audit Investigation Board)

(1) Section 22(2)(a)—
Repeal
“Chief Executive Officer of the Council”
Substitute
“chief executive officer of the FRC”.
(2) Section 22(2)(a), English text—
Repeal
“chairman”
Substitute
“chairperson”.
(3) Section 22(2)(b)—
Repeal
“Council”
Substitute
“FRC”.
(4) Section 22(3)—
Repeal
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“Council shall”
Substitute
“FRC must”.

29. Section 22A added
After section 22—
Add

“22A. FRC may appoint investigators
(1) The FRC may, in writing, appoint—
(a) an employee of the FRC; or

(b) with the consent of the Financial Secretary, any

other person,

as an investigator for the purposes of this Ordinance.

(2) The FRC must provide the appointed investigator

with a copy of the appointment.”.

30. Part 3A, Division 3, Subdivision 2 heading added
Before section 23—
Add

“Subdivision 2—Conduct of Investigation”.

31. Section 23 substituted
Section 23—
Repeal the section
Substitute
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32.

“23.  FRC may direct investigation to be carried out in relation to
PIE auditors etc.

(1) This section applies if the FRC—

2)

3)

(a)

(b)

(©)

has reasonable cause to believe that a PIE
auditor has carried out a PIE engagement
completed on or after the 2018 Ordinance
commencement date in a way that is not in the
interest of the investing public or in the public
interest;

has reasonable cause to believe that a provision
of this Ordinance may have been contravened
by a PIE auditor or registered responsible
person of a registered PIE auditor; or

for considering whether to impose a sanction
under Division 2 of Part 3B, has reason to
inquire into whether a PIE auditor or registered
responsible person of a registered PIE auditor,
or a person while being such an auditor or
responsible person, has or had committed a
misconduct.

The FRC may direct an investigator to carry out an
investigation into the way in which the PIE
engagement was carried out, or into the possible
contravention or misconduct.

The FRC must provide the investigator with a copy
of its direction.”.

Sections 23A and 23B added
After section 23—

Add
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33.

“23A. FRC may direct investigation to be carried out in relation to
non-PIE auditors

23B.

(1)

2)

If the FRC has reasonable cause to believe that a
non-PIE auditor has or had committed a practice
irregularity within the meaning of section 4, the FRC
may direct an investigator to carry out an
investigation into the possible irregularity.

The FRC must provide the investigator with a copy
of its direction.

FRC may direct investigation to be suspended

(1)

)

The FRC may direct an investigator to suspend an
investigation for a period of time the FRC considers
appropriate.

The FRC must provide the investigator with a copy
of its direction.”.

Section 24 amended (Council to notify certain bodies of powers
under Divisions 2 and 3 being exercisable)

(1)

2)

Section 24, heading—

Repeal

“Council to notify certain bodies of powers under Divisions
2 and 3 being exercisable”

Substitute

“FRC to inform certain bodies of investigation”.
Section 24—

Repeal subsection (1)

Substitute

“(1) This section applies if—



Financial Reporting Council (Amendment) Bill 2018

Part 2
Clause 33 C217

(a) the FRC directs an investigator to carry out an
investigation under section 23 or 23A; and

(b) the investigation relates to a PIE engagement or
non-PIE engagement completed on or after the
2018 Ordinance commencement date for a listed
entity specified in subsection (2).

(1A) The FRC must give a written notice to the specified
enforcement agency referred to in subsection (3),
informing it that the investigation is to be carried

2

out.”.

(3) Section 24(2)—

Repeal

“This section applies to a listed entity”

Substitute

“A specified listed entity is”.
(4) Section 24(2)(a), English text, before “that—"—

Add

“a listed entity”.
(5) Section 24(2)(a)(i))—

Repeal

“Council’s”

Substitute

“FRC’s”.
(6) Section 24(2)(b), (¢) and (d), English text, before “that

b 4

is”—
Add
“a listed entity”.
(7) Section 24—
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34.

35.

Repeal subsection (4)
Substitute

“(4) For the purposes of subsection (1)(b), a reference to

an engagement completed for a listed entity includes
an engagement completed for the entity in
preparation for its listing.”.

Heading before section 25 repealed

Heading before section 25—

Repeal the heading.

Sections 25 and 26 substituted
Sections 25 and 26—

“25.

Repeal the sections
Substitute

Powers of investigator

(1) For the purposes of an investigation under this

Division, an investigator may require a person
specified in subsection (2)—

(a) to produce, within the time and at the place the
investigator requires in writing, any record or
document specified by the investigator that—

(1) 1is or may be relevant to the investigation;
and

(i1) is in the person’s possession;

(b) to give an explanation or further particulars in
relation to a record or document produced;
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2)

(©)

(d)

(e)

to attend before the investigator at the time and
place the investigator requires in writing, and to
answer a question relating to any matter under
investigation that may be raised by the
investigator;

to answer in writing, within the time the
investigator requires in writing, a written
question relating to any matter under
investigation that may be raised by the
investigator; and

to give the investigator all other assistance in
connection with the investigation that the
person is reasonably able to give.

The person specified for subsection (1) is—

(a)

(b)

a person who is relevant to the matter that an
investigator is directed to investigate; or

a person whom an investigator has reasonable
cause to believe—

(i) to be in possession of a record or
document that contains, or is likely to
contain, information relevant to the
investigation; or

(i)) to be otherwise in possession of the
information.

26. Investigator may require explanation etc. to be verified by
statutory declaration

(1)

If a person gives any explanation, further particulars
or answer in compliance with a requirement imposed
under section 25(1), the investigator may, by written
notice, require the person to verify the explanation,
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particulars or answer by a statutory declaration
within the time specified in the notice.

(2) 1If a person does not give any explanation, further
particulars or answer in compliance with a
requirement imposed under section 25(1) for the
reason that the information concerned is not within
the person’s knowledge or possession, the investigator
may, by written notice, require the person to verify
that fact and reason by a statutory declaration within
the time specified in the notice.

(3) A statutory declaration under subsection (1) or (2)
may be made before the investigator and, for that
purpose, the investigator is to have full power to
administer the statutory declaration.”.

36. Sections 27 and 28 repealed
Sections 27 and 28—

Repeal the sections.

37. Heading before section 29 repealed
Heading before section 29—

Repeal the heading.

38. Section 29 amended (investigator to consult before imposing

certain requirements under Division 2)

(1)

Section 29, heading—

Repeal

“Division 2”
Substitute
“sections 25 and 26”.
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(2) Section 29—
Repeal
“The investigator or an authorized officer shall”
Substitute
“An investigator must”.
(3) Section 29—
Repeal
“section 25, 26 or 28”
Substitute
“section 25 or 26”.
(4) Section 29(a)(ii)—
Repeal
“Council’s”
Substitute
“FRC’s”.
39. Section 30 amended (use of incriminating evidence in
proceedings)
(1) Section 30(1)—
Repeal
everything before “ensure that”
Substitute

“(1) If an investigator requires a person to give an
explanation or further particulars, or to answer a
question, under section 25, the investigator must”.

(2) Section 30(1)—
Repeal
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“, particulars or statement, or the question and the answer
or response”

Substitute

“or particulars, or the question and answer”.
(3) Section 30(2)—

Repeal paragraphs (a) and (b)

Substitute

“(a) an investigator requires a person to give an
explanation or further particulars, or to answer a
question, under section 25; and

(b) the explanation, particulars or answer might tend to
incriminate the person, and the person claims this
before giving the explanation or particulars, or
answering the question,”.

(4) Section 30(2)—
Repeal

“, particulars or statement, or the question and the answer
or response”

Substitute

“or particulars, or the question and answer”.
(5) Section 30(2)—

Repeal

everything after “an offence under”

Substitute

“section 31(1), (2), (5), (6) or (7), or under Part V of the
Crimes Ordinance (Cap. 200), in relation to the
explanation, particulars or answer.”.
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40. Section 31 amended (offences relating to requirements under

Division 2)

(1)

2)

€)

(4)

)

Section 31, heading—
Repeal

“requirements under Division 2”
Substitute

“sections 25 and 26”.

Section 31(1), English text—
Repeal

“he”

Substitute

“the person”.

Section 31(1)—

Repeal

“requirement imposed on him under section 25, 26, 27 or

28”

Substitute

“specified requirement”.
Section 31(2), English text—
Repeal

“he”

Substitute

“the person”.

Section 31(2)—

Repeal

“requirement imposed on him under section 25, 26, 27 or

28 2
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(6)

(7)

(®)

©)

(10)

Substitute

“specified requirement”.
Section 31—

Repeal subsections (3) and (4).
Section 31(5), English text—
Repeal

“he”.

Section 31(5)(a)—

Repeal

“requirement imposed on him under section 28, produces

2

any
Substitute

“specified requirement, the person produces a”.
Section 31(5)(a)—

Repeal

“or gives an answer or response, or gives any explanation
or particulars,”

Substitute

“or gives an explanation, further particulars or an
answer,”.

Section 31(5)(b)—

Repeal

everything before “is false”
Substitute

“(b) the person knows that, or is reckless as to whether or
not, the record, document, explanation, particulars
or answer”.
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(11) Section 31—
Repeal subsections (6) and (7)
Substitute

“(6)

(7)

A person commits an offence if, in purported
compliance with a specified requirement, the person,
with intent to defraud, produces a record or
document, or gives an explanation, further
particulars or an answer, that is false or misleading
in a material particular.

A person commits an offence if the person, with
intent to defraud—

(a) causes or allows another person to fail to
comply with a specified requirement; or

(b) causes or allows another person, in purported
compliance with a specified requirement, to
produce a record or document, or give an
explanation, further particulars or an answer,
that is false or misleading in a material
particular.”.

(12) Section 31—

Repeal subsection (8).
Section 31(9)—
Repeal

(13)

(14)

“requirement imposed on him under section 25, 26, 27 or

28”

Substitute

“specified requirement”.
Section 31(9)—

Repeal
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“incriminate him”
Substitute
“incriminate the person”.
(15) Section 31(10)—
Repeal
“(3), @), (5), (6), (7) or (8)”
Substitute
“(5), (6) or (7)”.
(16) Section 31(12)—
Repeal
“(4) or”.
(17)  Section 31(13)—
Repeal
“(3), (6), (7) or (8)”
Substitute
“(6) or (7)”.
(18) After section 31(13)—
Add
“(14) In this section—

specified requirement (F§W]ZK) means a requirement
imposed under—

(a) section 25(1); or
(b) section 26(1) or (2).”.

41. Part 3A, Division 3, Subdivision 3 added
After section 31—
Add
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31A.

“Subdivision 3—Findings of Investigation

Investigation report

(1)

)

3)

“4)

As soon as practicable after the completion of an
investigation, the investigator must prepare and
submit to the FRC a written report in relation to the
investigation.

The investigator—

(a) may prepare an interim report in relation to the
investigation, if the investigator considers it
appropriate to do so; and

(b) must prepare an interim report in relation to the
investigation, if required by the FRC to do so.

Before submitting an investigation report to the FRC,
the investigator must—

(a) send a dated draft of the report to—

(i) the PIE auditor, non-PIE auditor or
registered responsible person concerned;
and

(i) any other person named in the draft; and

(b) give any person to whom the draft is sent under
paragraph (a) a reasonable opportunity of being
heard.

The FRC may—

(a) adopt the investigation report submitted by the
investigator; and

(b) publish or otherwise disclose the report or any
part of it.
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)

(6)

(7)

In deciding whether to publish or otherwise disclose
an investigation report or any part of it, the FRC
must take into account—

(a)

(b)

©

whether the publication or disclosure may
adversely affect any of the following proceedings
that have been, or are likely to be, instituted—

(i) any proceedings under Part 3C;

(i) any criminal proceedings before a court or
magistrate;

(i) any proceedings before the Market
Misconduct Tribunal; or

(iv) any proceedings under Part V of the
Professional Accountants Ordinance (Cap.
50);

whether the publication or disclosure may
adversely affect any person named in the report;
and

whether the publication or disclosure would be
in the interest of the investing public or in the
public interest.

A document purporting—

(a)
(b)

to be a copy of an investigation report adopted
under subsection (4); and

to be certified by the chairperson of the FRC as
a true copy of such a report,

is, on its production without further proof, admissible
as evidence of the facts stated in the report in any of
the proceedings specified in subsection (7).

The proceedings are—

(a)

proceedings under Part 3C;
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(b) civil proceedings before a court;

(c) proceedings before the Market Misconduct
Tribunal; or

(d) proceedings under Part V of the Professional
Accountants Ordinance (Cap. 50).

31B. Action by FRC in relation to investigation

(1)

2)

3)

(4)

)

This section applies if an investigation report is
submitted to the FRC under section 31A.

The FRC may, in relation to the investigation—
(a) close the case without further action; or

(b) take any follow-up action in accordance with
this Ordinance that the FRC considers
appropriate.

If the investigation was carried out under section 23,
the FRC may also impose a sanction on, or take an
action in relation to, the PIE auditor or registered
responsible person concerned under Division 2 or 3
of Part 3B.

In exercising a power under subsection (2) or (3), the
FRC must have regard to the investigation report.

As soon as practicable after deciding to exercise a
power under subsection (2), the FRC must issue a
written notice of the decision to the PIE auditor,
non-PIE auditor or registered responsible person
concerned, unless the FRC is satisfied that the
notification may prejudice an action by the FRC, or
a specified body, relating to the investigation.
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31C. Costs and expenses of investigation

(1) 1If, on a prosecution instituted as a result of the
findings of an investigation under this Division, a
person is convicted by a court or magistrate, the
court or magistrate may order the person to pay to
the FRC a sum that is the whole or a part of the
costs and expenses of the investigation.

(2) The FRC may recover the sum so ordered as a civil
debt due to it.”.

42, Part 3A, Division 4 heading added
Before section 32—
Add

“Division 4—Supplementary Provisions Relating to
Inspection and Investigation™.

43. Section 32 amended (Court of First Instance to inquire into
failure to comply with requirements under Division 2)

(1) Section 32, heading—
Repeal

“Court of First Instance to inquire into failure to comply
with requirements under Division 2”

Substitute

“Powers of Court of First Instance in relation to failure to
comply with specified requirements”.

(2) Section 32—
Repeal subsection (1)
Substitute
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)

(4)

)

(6)

“(1) If a person fails to comply with a specified
requirement, the inspector or investigator (as the case
requires) may, by originating summons, request the
Court of First Instance to exercise the powers under
subsection (2).”.

Section 32(2)—
Repeal
“On such application, the”
Substitute
“The”.
Section 32(2)(b), English text—
Repeal
“if he”
Substitute
“if the person”.
Section 32(4)(a) and (b)—
Repeal
“section 31(1), (2), (3), (4), (5), (6), (7) or (8)”
Substitute
“section 21F or 317,
After section 32(4)—
Add
“(5) In this section—

specified requirement (f6W]%2K) means a requirement
imposed under—

(a) section 21C(2);
(b) section 21D(1) or (2);
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(c) section 25(1); or
(d) section 26(1) or (2).”.

44, Section 33 amended (inspection of records or documents seized,
etc.)

(1) Section 33—
Repeal
“If the investigator”
Substitute
“If an inspector or investigator”.
(2) Section 33—
Repeal
“Division 2, the investigator shall”
Substitute
“this Part, the inspector or investigator must”.
(3) Section 33—
Repeal
“investigator imposes”
Substitute
“inspector or investigator imposes”.
(4) Section 33—
Repeal
“investigator not taken possession of it under that
Division”
Substitute

“inspector or investigator not taken possession of it under
this Part”.
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45. Section 34 amended (magistrate’s warrants)

(1)

2)

()

(4)

)

Section 34(1)—

Repeal

“on information on oath laid by the investigator”
Substitute

“by information on oath laid by an inspector or
investigator”.

Section 34(1)—

Repeal

“Division 2,”

Substitute

“this Part,”.

Section 34(1)(a)—

Repeal

“the period of 7 days”
Substitute

“7 days, or any longer period specified in the warrant,”.
Section 34(1)(b) and (2)(b)—
Repeal

“Division 2.”

Substitute

“this Part.”.

Section 34(5)—

Repeal

“he”

Substitute
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46.

47.

(6)

(7

(8)

©)

“the person”.

Section 34(5)(a), English text—
Repeal

“shall”

Substitute

“must”.

Section 34(5)(b)(i), after “inspect it”—
Add

“at all reasonable times”.
Section 34(6)—

Repeal

“the investigator”

Substitute

“the inspector or investigator”.
Section 34(7), English text—
Repeal

“he”

Substitute

“the person”.

Heading after section 34 repealed

Heading after section 34—

Repeal the heading.

Sections 35, 36 and 37 repealed
Sections 35, 36 and 37—

Repeal the sections.
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48. Parts 3B and 3C added
Before Part 4—

Add

“Part 3B

Disciplinary Matters Regarding PIE Auditors and
Registered Responsible Persons

Division 1—Misconduct

37A. Misconduct by PIE auditors

For the purposes of this Ordinance, a PIE auditor has
committed a misconduct if the auditor—

(a)
(b)

(©)

(d)

(©)

has contravened a provision of this Ordinance;

has contravened a condition imposed in relation
to the registration or recognition of the auditor
under Part 3;

has contravened a requirement imposed under a
provision of this Ordinance;

has, in relation to a PIE engagement completed
on or after the 2018 Ordinance commencement
date, done an act or made an omission that, in
the FRC’s opinion, is or is likely to be
prejudicial to the interest of the investing public
or the public interest; or

has done an act or made an omission that
amounts to a practice irregularity within the
meaning of section 4.
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37B. Misconduct by registered responsible persons
For the purposes of this Ordinance, a registered
responsible person of a registered PIE auditor has
committed a misconduct if the person—

(a) has contravened a provision of this Ordinance;

(b) has contravened a requirement imposed under a
provision of this Ordinance;

(c) has, in relation to a PIE engagement completed
by the auditor on or after the 2018 Ordinance
commencement date, done an act or made an
omission that, in the FRC’s opinion, is or is
likely to be prejudicial to the interest of the
investing public or the public interest; or

(d) has done an act or made an omission that
amounts to a practice irregularity within the
meaning of section 4.

37C. Whether act or omission likely to be prejudicial to interest

of investing public etc.

(1) In forming an opinion for section 37A(d) or 37B(c)
about whether an act or omission is or is likely to be
prejudicial to the interest of the investing public or
the public interest, the FRC must have regard to the
provisions specified in subsection (2).

(2) The provisions are those set out in any code or
guideline relating to the act or omission, which were
published—

(a) by the FRC under this Ordinance;

(b) by the Securities and Futures Commission
under the Securities and Futures Ordinance
(Cap. 571);
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(c) by the HKEC under the Listing Rules; or

(d) by

the HKICPA under the Professional

Accountants Ordinance (Cap. 50).

Division 2—Sanctions

37D. Sanctions for misconduct by PIE auditors

(1)

2)

)

The FRC may impose one or more of the sanctions
specified in subsection (3) on a PIE auditor if the

FRC is

satisfied that the auditor has committed a

misconduct.

The FRC may impose one or more of the sanctions
specified in subsection (3)(b) on a person if the FRC
is satisfied that the person committed a misconduct
while being a PIE auditor.

The sanctions that may be imposed are—

(a) for a person who is a PIE auditor—

()

(ii)

(iif)

to revoke the person’s registration or
recognition;

to suspend the person’s registration or
recognition for a period of time, or until
the occurrence of an event, that the FRC
considers appropriate; and

to impose a condition on the person’s
registration or recognition; and

(b) for a person who is or was a PIE auditor—

()
(i)

to reprimand the person publicly or
privately;

to direct the person to carry out any
remedial action specified by the FRC;
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(iii)  to prohibit the person from applying to be
registered or recognized as a PIE auditor
for a period of time, or until the
occurrence of an event, that the FRC
considers appropriate; and

(iv) subject to section 37H, to order the person
to pay a pecuniary penalty, not exceeding
the amount which is the greater of—

(A) $10,000,000; or
(B) 3 times the amount of the profit

gained or loss avoided by the person
as a result of the misconduct.

37E. Sanctions for misconduct by registered responsible persons

(1)

2)

3)

The FRC may impose one or more of the sanctions
specified in subsection (3) on a registered responsible
person of a registered PIE auditor if the FRC is
satisfied that the person has committed a misconduct.

The FRC may impose one or more of the sanctions
specified in subsection (3)(b) on a person if the FRC
is satisfied that the person committed a misconduct
while being a registered responsible person of a
registered PIE auditor.

The sanctions that may be imposed are—

(a) for a person who is a registered responsible
person of a registered PIE auditor—to remove
the person’s name from the list of registered
responsible persons of the auditor, either—

(i) permanently; or
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(i) for a period of time, or until the
occurrence of an event, that the FRC
considers appropriate; and

(b) for a person who is or was a registered
responsible person of a registered PIE auditor—

(1) to reprimand the person publicly or
privately;

(i) to direct the person to carry out any
remedial action specified by the FRC; and

(iii)  subject to section 37H, to order the person
to pay a pecuniary penalty, not exceeding
the amount which is the greater of—

(A)  $10,000,000; or

(B) 3 times the amount of the profit
gained or loss avoided by the person
as a result of the misconduct.

37F. Other cases

(1) The FRC may impose a sanction under section
37D(3)(a)(i) or (ii) in relation to a registered PIE
auditor if the FRC is satisfied that—

(a) for a registered PIE auditor who is a certified
public accountant (practising)—

(1) the auditor has entered into a voluntary
arrangement with the auditor’s creditors
under the Bankruptcy Ordinance (Cap. 6);

(i) a bankruptcy order has been made against
the auditor wunder the Bankruptcy
Ordinance (Cap. 6);

(iii) the auditor has been convicted of an
offence in Hong Kong or elsewhere that, in
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(iv)

the FRC’s opinion, impugns the fitness and
properness of the auditor to remain
registered; or

the auditor has been found by a court to
be mentally incapacitated, or has been
detained in a mental hospital, under the
Mental Health Ordinance (Cap. 136);

(b) for a registered PIE auditor that is a firm of
certified public accountants (practising)—

(1)

(ii)

(iif)

(iv)

a partner of the auditor has entered into a
voluntary arrangement with the partner’s
creditors under the Bankruptcy Ordinance
(Cap. 6);

a bankruptcy order has been made against
a partner of the auditor under the
Bankruptcy Ordinance (Cap. 6);

a partner of the auditor has been convicted
of an offence in Hong Kong or elsewhere
that, in the FRC’s opinion, impugns the
fitness and properness of the auditor to
remain registered; or

a partner of the auditor has been found by
a court to be mentally incapacitated, or
has been detained in a mental hospital,
under the Mental Health Ordinance (Cap.
136); or

(c) for a registered PIE auditor that is a corporate
practice—

(1)

a receiver or manager has been appointed
in relation to the property or business of
the auditor;
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(i) the auditor has entered into a scheme of

arrangement with its creditors;

(iii) the auditor has gone into liquidation;

(iv) the auditor has been convicted of an
offence in Hong Kong or elsewhere that, in
the FRC’s opinion, impugns the fitness and
properness of the auditor to

registered;

(v) a director of the auditor

convicted of an offence in Hong Kong or
elsewhere that, in the FRC’s opinion,
impugns the fitness and properness of the

auditor to remain registered; or

(vi) a director of the auditor has been found
by a court to be mentally incapacitated, or
has been detained in a mental hospital,
under the Mental Health Ordinance (Cap.

136).

(2) The FRC may impose a sanction under section
37E(3)(a) in relation to a registered responsible
person of a registered PIE auditor if the FRC is

satisfied that—

(a) the person has entered into a voluntary
arrangement with the person’s creditors under

the Bankruptcy Ordinance (Cap. 6);

(b) a bankruptcy order has been made against the
person under the Bankruptcy Ordinance (Cap.

6);
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(c) the person has been convicted of an offence in
Hong Kong or elsewhere that, in the FRC’s
opinion, impugns the fitness and properness of
the person to remain a registered responsible
person of the auditor; or

(d) the person has been found by a court to be
mentally incapacitated, or has been detained in
a mental hospital, under the Mental Health
Ordinance (Cap. 136).

37G. FRC to inform sanctions imposed

37H.

(1)

2)

)

The FRC must not impose a sanction on a person
under this Division without first giving the person a
reasonable opportunity of being heard.

If the FRC decides to impose a sanction on a person
under this Division, the FRC must, by written notice,
inform the person of its decision.

The notice must include—

(a) a statement of the reasons for the decision;

(b) the time when the decision is to take effect; and
(c) the details of the sanction imposed.

Guidelines for exercise of power to impose pecuniary
penalty

(1)

The FRC must not impose a pecuniary penalty under
section 37D(3)(b)(iv) or 37E(3)(b)(ii1) unless—

(a) it has published, in the Gazette and in any other
manner it considers appropriate, guidelines to
indicate the way in which it exercises the power
to impose the penalty; and
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371.

)

(b) it has had regard to the guidelines so published
in imposing the penalty.

The guidelines are not subsidiary legislation.

Division 3—Miscellaneous

FRC’s power to take action in place of or in addition to
imposing sanctions with consent

(1)

2)

€)

(4)

At any time when the FRC is contemplating whether
to impose a sanction on a person under section 37D,
37E or 37F, the FRC may, with the person’s written
consent—

(a) take any action referred to in section 37D(3) or
37E(3) in relation to the person; or

(b) take any other action in relation to the person
that the FRC considers appropriate.

The FRC may take an action under subsection (1) in
relation to the person in place of or in addition to
imposing any sanction on the person under section
37D, 37E or 37F.

The FRC may only take an action under subsection (1)
if it considers it appropriate to do so—

(a) in the interest of the investing public; or
(b) in the public interest.

Before taking any action under subsection (1) in
relation to the person, the FRC must issue a written
notice to the person, which must specify the action
to be taken by the FRC, and the time within which
the action is to be taken, as consented to by the
person.
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37J. Pecuniary penalty order

(1)

2)

)
(4)

)

(6)

This section applies if the FRC has made an order,
requiring a person to pay a pecuniary penalty
(pecuniary penalty order) under—

(a) section 37D(3)(b)(iv);

(b) section 37E(3)(b)(iii); or

(c) section 37I(1).

The person must pay the penalty to the FRC—

(a) for a pecuniary penalty order under section
37D(3)(b)(iv) or 37E(3)(b)(iii)—

(1) within 30 days after the pecuniary penalty
order has taken effect under section 37ZD;
or

(1) within a longer period specified in the
notice issued under section 37G(2); or

(b) for a pecuniary penalty order under section
37I(1)—within the time specified in the notice
issued under section 371(4).

The Court of First Instance may, on application by
the FRC, register the pecuniary penalty order.

The application must be accompanied by a copy of
the notice issued under section 37G(2) or 371(4), as
the case requires.

On registration, the pecuniary penalty order is to be
regarded as an order of the Court of First Instance
made within the civil jurisdiction of the Court of
First Instance for the payment of money.

Any money paid to or recovered by the FRC under
the pecuniary penalty order must be paid into the
general revenue.
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37K. Disclosure of sanctions etc.

(1)

2)

)

(4)

This section applies if the FRC has, in relation to a
person—

(a) imposed any sanction under section 37D, 37E
or 37F; or

(b) taken any action under section 371I.
The FRC must disclose to the public—
(a) the material facts relating to the case;

(b) its decision to impose a sanction or take an
action, and the reasons for the decision; and

(¢c) the sanction imposed or action taken.
The disclosure may only be made after—
(a) for a case where a sanction is imposed—

(1) the expiry of the period for lodging an
application for review to the Tribunal in
relation to the FRC’s decision; or

(i) if such an application is lodged, the review
has been disposed of; or

(b) for a case where an action is taken—the notice
under section 371(4) is issued to the person
concerned.

The FRC must not make any disclosure under

subsection (2) if—

(a) the disclosure relates to a private reprimand
under section 37D(3)(b)(i) or 37E(3)(b)(1);

(b) the disclosure may adversely affect any criminal
proceedings before a court or magistrate; or
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37L.

(c) the disclosure, in the FRC’s opinion, is not in
the interest of the investing public or in the
public interest.

FRC may have regard to any information or material when
making decisions

In deciding whether to exercise a power under this Part,
the FRC may have regard to any information or material
in its possession that is relevant to the decision, regardless
of how the information or material has come into its
possession.

Part 3C

Reviews and Appeals Regarding Decisions on PIE

37M.

Auditors etc.
Division 1—Preliminary

Interpretation
In this Part—

leave application (777 %) means an application made
under section 37Z2G;

specified period (f8WIFRIH), in relation to a specified
decision, means a period of 21 days beginning after
the day on which the notice of the decision is issued
by the decision authority to the person in relation to
whom the decision is made.
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Division 2—Public Interest Entities Auditors Review

Tribunal

37N. Establishment of Public Interest Entities Auditors Review
Tribunal

370.

37P.

(1)

2)

€)

A tribunal is established with the name “Public
Interest Entities Auditors Review Tribunal” in

English and “AFF| & EEAZEETEZFRE” in

Chinese.
The Tribunal—

(a) consists of a chairperson and 2 other members;
and

(b) is presided over by the chairperson.
Schedule 4A has effect with respect to the Tribunal.

Jurisdiction of Tribunal

The Tribunal has jurisdiction, in accordance with this Part
and Schedule 4A—

(a) to review any specified decision; and

(b) to hear and determine a question or issue
arising out of, or in connection with, a review
of a specified decision.

Establishment of additional tribunals

(1)

2)

If the Chief Executive considers it appropriate to do
so, the Chief Executive may establish additional
tribunals for any review over which the Tribunal has
jurisdiction.

This Ordinance applies, with necessary modifications,
to each of the additional tribunals as it applies to the
Tribunal.
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Division 3—Review of Specified Decisions

37Q. Application for review of specified decision

37R.

(1)

2)

3)

Subject to section 37R, a person who is aggrieved by
a specified decision made in relation to the person
may, at any time within the specified period, apply to
the Tribunal for a review of the decision.

The application—

(a) must be in writing; and

(b) must state the grounds for the application.

The Tribunal must, as soon as practicable after
receiving the application, send a copy of the
application to—

(a) the decision authority; and

(b) if the decision authority is the HKICPA
Council, the FRC.

Extension of time for review application

(1)

2)

)

The Tribunal may, on the written application within
the specified period by a person aggrieved by a
specified decision made in relation to the person, by
order extend the time for making a review application
in relation to the decision.

Before deciding whether to grant an extension of
time, the Tribunal must give the person who made
the application and the decision authority a
reasonable opportunity of being heard.

The Tribunal may grant an extension of time if it is
satisfied that there is a good cause for doing so.
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37S. Withdrawal of review application

37T.

(1)

)

3)

A person who has made a review application may
withdraw the application by written notice to the
Tribunal.

The withdrawal may be made at any time before the
hearing of the review.

The Tribunal may make an order for costs in relation
to a review application and its withdrawal that the
Tribunal considers appropriate.

Determination of review

(1)

2)

)

The Tribunal may determine a review in relation to a
specified decision by—

(a) confirming, varying or setting aside the decision;
or

(b) remitting the matter in question to the decision
authority with any direction it considers
appropriate.

If a specified decision is set aside, the Tribunal may
make another decision it considers appropriate (new
decision) in substitution for the specified decision.

A varied or new decision made by the Tribunal under
subsection (1)(a) or (2)—

(a) may only be one that the decision authority had
power to make in relation to the applicant for
the review application, whether or not under the
same provision under which the original
specified decision was made; and

(b) may be more or less onerous than the original
specified decision.
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“4)

©)

In reviewing a specified decision, the Tribunal must
give the parties to the review a reasonable
opportunity of being heard.

The standard of proof required to determine any
question or issue before the Tribunal is the standard
of proof applicable to civil proceedings in a court of
law.

37U. Powers of Tribunal

(1)

Subject to Schedule 4A, the Tribunal may, for the
purpose of a review, on its own initiative or on
application by a party to the review—

(a) receive and consider any material by way of oral
evidence, written statements or documents,
whether or not the material would be admissible
in a court of law;

(b) determine the way in which any material
mentioned in paragraph (a) is received;

(¢) Dby written notice signed by the chairperson of
the Tribunal, require a person—

(i) to attend before it at any sitting and to
give evidence; and

(i) to produce any article, record or document
in the person’s possession or control
relating to the subject matter of the review;

(d) administer oaths;

() examine or cause to be examined, on oath or
otherwise, a person attending before it and
require the person to answer truthfully any
question the Tribunal considers appropriate;

(f) order a witness to give evidence by affidavit;
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2)

(2

(h)

()

V)
(k)

order a person not to publish or otherwise
disclose any material the Tribunal receives;

prohibit the publication or disclosure of any
material the Tribunal receives at any sitting, or
any part of a sitting, that is held in private;

stay any of the proceedings in the review on any
grounds, and on any terms and conditions, that
the Tribunal considers appropriate having
regard to the interests of justice;

determine the procedure to be followed in the
review; and

exercise any other powers or make any other
orders that may be necessary for, or ancillary to,
the conduct of the review or the performance of
the Tribunal’s functions.

A person commits an offence if the person, without
reasonable excuse—

(a)

(b)

(©)

(d)

fails to comply with an order, notice, prohibition
or requirement of the Tribunal made, given or
imposed under subsection (1);

disrupts any sitting of the Tribunal or otherwise
misbehaves during any sitting of the Tribunal;

having been required by the Tribunal under
subsection (1) to attend before the Tribunal,
leaves the place where the person’s attendance is
so required without the Tribunal’s permission;

hinders or deters any person from attending
before the Tribunal, giving evidence or
producing any article, record or document, for
the purpose of a review;
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37V.

€)

(4)

(e) threatens, insults or causes any loss to be
suffered by a person who has attended before
the Tribunal, on account of the attendance; or

(f) threatens, insults or causes any loss to be
suffered by the chairperson, or any other
member, of the Tribunal at any time, on account
of the performance of the chairperson’s or
member’s functions.

A person who commits an offence under subsection
(2) is liable—

(a) on conviction on indictment—to a fine of
$1,000,000 and to imprisonment for 2 years; or

(b) on summary conviction—to a fine at level 6 and
to imprisonment for 6 months.

A person is not excused from complying with an
order, notice, prohibition or requirement of the
Tribunal made, given or imposed under subsection (1)
only on the ground that to do so might tend to
incriminate the person.

Sittings of Tribunal to be held in public

(1)

2)

3)

Every sitting of the Tribunal for determining a review
must be held in public.

Subsection (1) does not apply if the Tribunal, on its
own initiative or on application by a party to the
review, determines that a sitting, or any part of a
sitting, must be held in private in the interests of
justice.

The hearing of an application mentioned in
subsection (2) must be held in private.
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37W. Use of incriminating evidence given for purpose of review

(1)

2)

3)

(4)

)

This section applies if the Tribunal—

(a) requires a person to give evidence under section
37U()());

(b) requires a person to answer any question under
section 37U(1)(e);

(c) orders a person to give evidence under section
370(1)(f); or

(d) otherwise requires or orders a person to provide
any information under section 37U(1)(k).

A person is not excused from complying with the
requirement or order of the Tribunal only on the
ground that the evidence, answer or information
might tend to incriminate the person.

However, subsection (4) applies if the evidence,
answer or information might tend to incriminate the
person.

Despite anything in this Ordinance and subject to
subsection (5), neither the evidence, answer or
information given or provided by the person, nor the
requirement or order of the Tribunal, is admissible in
evidence against the person in criminal proceedings
in a court of law.

Subsection (4) does not apply to criminal proceedings
in which the person is charged, in relation to the
evidence, answer or information, with an offence
under—

(a) section 37U(2)(a); or
(b) Part V of the Crimes Ordinance (Cap. 200).
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37X. Contempt dealt with by Tribunal

37Y.

(1)

2)

)

The Tribunal has the same powers as the Court of
First Instance to punish for contempt.

Without limiting subsection (1), the Tribunal may
punish for contempt a person who, without
reasonable excuse, engages in conduct falling within
section 37U(2) as if the conduct were a contempt of
court and the Tribunal were the Court of First
Instance.

The Tribunal must, in exercising its powers to punish
for contempt, adopt the standard of proof the Court
of First Instance would adopt in exercising the same
powers.

Costs

(1)

2)

The Tribunal may, in relation to a review, by order
award to—

(a) a person whose attendance, whether or not as a
witness, has been necessary or required for the
purpose of the review; or

(b) a party to the review,

a sum it considers appropriate in respect of the costs
reasonably incurred by the person or party in relation
to the review.

The costs awarded must be paid by, and are
recoverable as a civil debt from—

(a) if they are awarded to a person under
subsection (1)(a)—a party to the review that the
Tribunal considers appropriate; or
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3771.

)

(b) if they are awarded to a party to the review
under subsection (1)(b)—the other party to the
review.

Subject to any rules made by the Chief Justice under
section 37ZJ, Order 62 of the Rules of the High
Court (Cap. 4 sub. leg. A) applies to the award of
costs, and to the taxation of any costs awarded, by
the Tribunal under subsection (1).

Determination and order of Tribunal

(1)

2)

€)

(4)

)

The Tribunal must, as soon as practicable after
determining a review, issue to each party to the
review—

(a) its determination and the reasons for the
determination; and

(b) any order made under section 37Y(1) for costs
(costs order) and the reasons for the order.

If the review is made in relation to a specified
decision by the HKICPA Council, the Tribunal must
also issue to the FRC the determination and costs
order, and the reasons for the determination and
order.

If a sitting of the Tribunal, or a part of it, is held in
private, the Tribunal may by order prohibit the
publication or disclosure, wholly or partly, of the
determination or costs order, or the reasons for the
determination or order.

A person commits an offence if the person, without
reasonable excuse, fails to comply with an order of
the Tribunal made under subsection (3).

A person who commits an offence under subsection
(4) is liable—
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(a) on conviction on indictment—to a fine of
$1,000,000 and to imprisonment for 2 years; or

(b) on summary conviction—to a fine at level 6 and
to imprisonment for 6 months.

37ZA. Form and proof of determination or order of Tribunal

(1)

)

A determination or order made by the Tribunal
must—

(a) Dbe in writing; and

(b) be signed by the chairperson of the Tribunal.

A document purporting to be a determination or
order of the Tribunal and signed by the chairperson
of the Tribunal is, in the absence of evidence to the

contrary, presumed to be a determination or order of
the Tribunal duly made and signed—

(a) without proof of its making;
(b) without proof of the signature; and

(c) without proof that the person signing the
determination or order was in fact the
chairperson of the Tribunal.

37ZB. Registration of determination or order of Tribunal

(1)

)

The Court of First Instance may, on written notice
given by the Tribunal in the way prescribed by rules
made by the Chief Justice under section 37ZJ,
register a determination or order of the Tribunal.

A determination or order so registered is to be
regarded, for its enforcement, as a determination or
order of the Court of First Instance made within its
jurisdiction.
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37ZC. No other right of appeal

Subject to section 50 of the High Court Ordinance (Cap.
4) and section 37ZF, a determination or order of the
Tribunal is final and is not subject to appeal.

Division 4—Taking Effect of Specified Decisions and
Stay of Execution of Determinations or Orders of

Tribunal

37ZD. Time when specified decision takes effect

(1) Subject to subsection (2), a specified decision takes

effect—

(a)

(b)

(©)

if, before the expiry of the specified period, the
person in relation to whom the decision is made
notifies the decision authority in writing that
the person will not make a review application—
on the day after the authority is notified;

subject to paragraph (a), if the person does not
make a review application within the specified
period, including any extension of time granted
by the Tribunal under section 37R—on the day
after the period expires; or

if the person makes a review application—

(1)

(ii)

if the decision is confirmed by the
Tribunal—on the day after the decision is
confirmed;

if the decision is varied, or substituted by
another decision, by the Tribunal-—on the
day after the decision is varied or
substituted, subject to the terms of the
variation or substitution; or
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37ZE.

37ZF.

(ii1) if the application is withdrawn—on the
day after the application is withdrawn.

(2) The decision authority may specify any other day on
which a specified decision is to take effect, if it
considers it appropriate in the public interest to do
sO.

Application for stay of execution of determination or order
of Tribunal

(I) A party to a review may, at any time after the review
is determined by the Tribunal, apply to the Tribunal
for a stay of execution of the determination, or of an
order, made by the Tribunal.

(2) On an application under subsection (1), the Tribunal
may, if it considers it appropriate to do so, order a
stay of execution of the determination or of the
order.

(3) The Tribunal may attach any condition it considers
appropriate to an order made under subsection (2),
including any condition as to costs or payment of
money into the Tribunal.

Division 5—Appeals to Court of Appeal

Party may appeal against Tribunal’s determination

(I) If a party to a review is dissatisfied with a
determination of the review made by the Tribunal,
the party may appeal to the Court of Appeal against
the determination on—

(a) a question of law;
(b) a question of fact; or
(c) a question of mixed law and fact.
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(2) No appeal may be made under subsection (1) unless
leave to appeal has been granted by the Court of
Appeal.
37Z.G. Application for leave to appeal

(1)

)

)

(4)

)

A party to a review may apply to the Court of
Appeal for leave to appeal against a determination of
the review made by the Tribunal within 30 days after
the day on which the determination is issued to the

party.
The Court of Appeal may, on application by a party

to a review, extend the time within which a leave
application may be made.

The leave to appeal may be granted—

(a) in relation to a particular issue arising out of a
determination by the Tribunal; and

(b) subject to any condition that the Court of
Appeal considers necessary in order to secure
the just, expeditious and economical disposal of
the appeal.

The leave to appeal may only be granted if the Court
of Appeal is satisfied that—

(a) the appeal has a reasonable prospect of success;
or

(b) there is some other reason in the interests of
justice why the appeal should be heard.

The Court of Appeal may determine a leave
application without a hearing on the basis of written
submissions only.
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(6) No appeal lies from a decision of the Court of
Appeal as to whether leave to appeal to it should be
granted.
37ZH. Powers of Court of Appeal

(1)

2)

)

(4)

The Court of Appeal may, on an appeal against a
determination of the Tribunal—

(a) allow the appeal,;

(b) dismiss the appeal;

(c) vary or set aside the determination; or

(d) remit the matter in question to the Tribunal or

to the decision authority with any direction it
considers appropriate.

If a determination of the Tribunal is set aside, the
Court of Appeal may make another determination it
considers appropriate (new determination) in
substitution for the determination.

A varied or new determination made by the Court of
Appeal under subsection (1)(c) or (2)—

(a) may only be one that the Tribunal had power to
make in relation to the review in question; and

(b) may be more or less onerous than the Tribunal’s
original determination.

In an appeal under this section, the Court of Appeal
may make any order for costs it considers
appropriate.



Part 2
Clause 48

Financial Reporting Council (Amendment) Bill 2018

C305

3771.

37ZJ.

No stay of execution of Tribunal’s determination on appeal

(1)

2)

()

(4)

Without prejudice to section 37ZE, the making of an
appeal under section 37ZF against a determination
of the Tribunal does not by itself operate as a stay of
execution of the determination.

However, a party to the appeal may apply to the
Court of Appeal for a stay of execution of the
determination of the Tribunal.

On an application under subsection (2), the Court of
Appeal may, if it considers it appropriate to do so,
order a stay of execution of the determination of the
Tribunal.

The Court of Appeal may attach any condition it
considers appropriate to an order made under
subsection (3), including any condition as to costs or
payment of money into the Court.

Division 6—Miscellaneous

Power of Chief Justice to make rules

The Chief Justice may make rules—

(a) providing for the award of costs under section
37Y and the taxation of those costs;

(b) providing for matters relating to the registration
by the Court of First Instance of determinations
or orders of the Tribunal under section 37ZB;

(c) regulating—

(1) the procedures for the hearing of appeals
under section 37ZF; and
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(i) the procedures for making leave

(d)

(e)

(®

(2

applications or applications for extension
of time under section 37ZG, and for the
hearing of the applications;

providing for matters relating to review
applications or applications for a stay of
execution of the determinations or orders of the
Tribunal, that are not provided for in this Part
or Schedule 4A;

requiring the payment of the fees specified in
the rules for matters relating to review
applications or applications for a stay of
execution of the determinations or orders of the
Tribunal;

providing for the issue or service (however
described) of any document under this Part or
Schedule 4A; and

prescribing a matter that, as provided for in this
Part, is to be or may be prescribed by rules
made by the Chief Justice.”.

49. Section 38 amended (interpretation)
Section 38(1)—

Repeal
“Council”
Substitute
“FRC”.

50. Section 39 amended (Financial Reporting Review Panel)
(1) Section 39(1), English text—

Repeal
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51.

2)

€)

“Executive shall”
Substitute
“Executive must”.
Section 39(1)—
Repeal

“Council”
Substitute
“FRC”.

Section 39(2) and (3), English text—
Repeal
“Executive shall”
Substitute

“Executive must”.

Section 40 amended (initiating enquiry concerning relevant non-
compliance)

(1)

2)

3)

Section 40(1)—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 40(1)(b)(1), English text—
Repeal

“Chairman”

Substitute

“chairperson”.

Section 40(1)(b)(i), Chinese text—
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(4)

)

(6)

(7

Repeal

“/ﬁijt”

Substitute

“FEN

Section 40(2)—
Repeal

“Council shall”
Substitute

“FRC must”.
Section 40(3)—
Repeal

“Council shall”
Substitute

“FRC must”.
Section 40(3), English text—
Repeal
“Committee shall”
Substitute
“Committee must”.
Section 40(4)—
Repeal

“Council shall”
Substitute

“FRC must”.
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52. Section 42 amended (Council to notify certain bodies of powers
under Division 2 being exercisable)

(1) Section 42, heading—
Repeal
“Council”
Substitute
“FRC”.

(2) Section 42(1)—
Repeal
“Council certifies”
Substitute
“FRC certifies”.

(3) Section 42(1)—
Repeal
“Council that”
Substitute
“FRC that”.

(4) Section 42(1)—
Repeal
“Council shall”
Substitute
“FRC must”.

(5) Section 42(2)(a)(ii)—
Repeal
“Council’s”
Substitute
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“FRC’s”.
53. Section 43 amended (powers to require production of records and
documents and provision of information and explanation)
(1) Section 43(2), English text—
Repeal
“enquirer shall”
Substitute
“enquirer must”.

(2) Section 43(2)(a)(il)—
Repeal
“Council’s”
Substitute
“FRC’s”.

(3) Section 43(3)—
Repeal
“him” (wherever appearing)
Substitute
“the person”.

54. Section 44 amended (use of incriminating evidence in
proceedings)

(1) Section 44(1), English text—
Repeal
“enquirer shall”
Substitute
“enquirer must”.
(2) Section 44(2)—
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Repeal

“, or for perjury,”.

55. Section 45 amended (Court of First Instance to inquire into
failure to comply with requirements under section 43)

(1) Section 45, heading—
Repeal
“Court of First Instance to inquire into”
Substitute
“Powers of Court of First Instance in relation to”.
(2) Section 45(1)—
Repeal
“imposed on him”
Substitute
“imposed on the person”.
(3) Section 45(1)—
Repeal

“apply to the Court of First Instance for an inquiry into
the failure”

Substitute

“request the Court of First Instance to exercise the powers
under subsection (2)”.
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(4) Section 45(2)—
Repeal
“On such application, the”
Substitute
“The”.
(5) Section 45(2)(b), English text—
Repeal
“if he”
Substitute

“if the person”.

56. Section 46 amended (inspection of records or documents seized,
etc.)

Section 46, English text—
Repeal
“enquirer shall”
Substitute

“enquirer must”.

57. Section 47 amended (enquiry reports)

(1) Section 47(1), English text—
Repeal
“enquirer shall”
Substitute
“enquirer must”.

(2) Section 47(2), English text—
Repeal
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)

(4)

)

(6)

“enquirer shall”
Substitute
“enquirer must”.
Section 47(2)—
Repeal
“Council”
Substitute
“FRC”.

Section 47(3)—
Repeal
“Council”
Substitute
“FRC”.

Section 47(4)—
Repeal
“Council’s”
Substitute
“FRC’s”.
Section 47(4), English text—
Repeal
“enquirer shall”
Substitute

“enquirer must”.
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Clause 57
(7)
()

“(6)

Section 47(5)—

Repeal

everything after “subsection (3),”
Substitute

“the FRC may publish or otherwise disclose the report or

any part of it.”.

Section 47—

Repeal subsections (6) and (7)
Substitute

In deciding whether to publish or otherwise disclose

the report or any part of it, the FRC must take into

account—

(a) whether the publication or disclosure may
adversely affect any of the following proceedings
that have been, or are likely to be, instituted—

(i) any proceedings under Part 3C;

(i) any criminal proceedings before a court or

magistrate;

(i) any proceedings Dbefore
Misconduct Tribunal; or

Market

(iv) any proceedings under Part V of the
Professional Accountants Ordinance (Cap.

50);

(b) whether the publication or disclosure may
adversely affect any person named in the report;

and

(c) whether the publication or disclosure would be
in the interest of the investing public or in the

public interest.
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(7) A document purporting—
(a) to be a copy of a report adopted under
subsection (3); and
(b) to be certified by the chairperson of the FRC as
a true copy of such a report,
is, on its production without further proof, admissible
as evidence of the facts stated in the report in any of
the proceedings specified in subsection (8).
(8) The proceedings are—
(a) proceedings under Part 3C;
(b) civil proceedings before a court;
(c) proceedings before the Market Misconduct
Tribunal; or
(d) proceedings under Part V of the Professional
Accountants Ordinance (Cap. 50).”.
58. Section 48 amended (Council’s powers to close case, suspend

enquiry and follow up, etc.)
(1) Section 48, heading—
Repeal
“Council’s”
Substitute
“FRC’s”.
(2) Section 48(1)—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.
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3)

(4)

)

(6)

(7)

Section 48(2)—
Repeal
“Council shall”
Substitute
“FRC must”.

Section 48(2), English text—

Repeal
“Council has”
Substitute
“FRC has”.
Section 48(3)—
Repeal
“Council shall”
Substitute
“FRC must”.
Section 48(3)—
Repeal
“Council is”
Substitute
“FRC is”.
Section 48(3)—
Repeal

“by the Council”
Substitute

“by the FRC”.
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59. Part 4, Division 4 heading amended (Council’s powers to secure
removal of relevant non-compliance)

Part 4, Division 4, heading—
Repeal
“Council’s”
Substitute
“FRC’s”.

60. Section 49 amended (Council to give notice to operator of listed
entities to secure removal of relevant non-compliance)
(1) Section 49, heading—

Repeal
“Council”
Substitute
“FRC”.
(2) Section 49(1) and (2)(a) and (b)(i) and (ii)—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.

61. Section 50 amended (Council may apply to Court of First
Instance to secure removal of relevant non-compliance)

(1) Section 50, heading—
Repeal

“Council”
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2)

3)

“4)

)

(6)

Substitute

“FRC”.

Section 50(1)(a) and (b) and (2)—
Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 50(4)—

Repeal

“Council shall”

Substitute

“FRC must”.

Section 50(7)(b)—

Repeal

“Council”

Substitute

“FRC”.

Section 50(8)(a), English text—
Repeal

“it shall”

Substitute

“it must”.

Section 50(9)—

Repeal

“Council shall”
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62.

Substitute
“FRC must”.

(7) Section 50(10)—
Repeal

“any of those who shows that he”
Substitute

“a director of the corporation who shows that the
director”.

Part 4A added
After Part 4—

Add

“Part 4A

Levies

50A. Levies payable by sellers and purchasers of securities

(1)

2)

3)

A levy, calculated in accordance with section 1 of
Schedule 7, is payable by the seller and purchaser in
a sale and purchase of securities that is recorded on
a recognized stock market or notified to a recognized
exchange company under its rules.

A person who is liable to pay a levy under subsection
(1) must pay the levy to the HKEC in the way and
within the time specified by the HKEC.

The HKEC must pay the levy collected into a bank
account specified by the FRC on—
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(a) the 15th day of the month following the month
in which the levy is collected; or
(b) if the 15th day is not a business day, the next
business day.
(4) The HKEC must keep—
(a) proper accounts of all transactions for which a
levy is payable under subsection (1); and
(b) proper accounts relating to the collection and
payment of levies.
(5) In this section—
business day (% 3£ H) means a day other than—
(a) a public holiday;
(b) a Saturday; or
(c) a gale warning day or a black rainstorm
warning day as defined by section 71(2) of the
Interpretation and General Clauses Ordinance
(Cap. 1);
rules (%), in relation to a recognized exchange company,
has the meaning given by section 1 of Part 1 of
Schedule 1 to the Securities and Futures Ordinance
(Cap. 571).
50B. Levies payable by PIEs

(I) A levy, calculated in accordance with section 2 of
Schedule 7, is payable by a PIE for a calendar year.

(2) A PIE must pay the levy to the HKEC in the way
and within the time specified by the HKEC.

(3) The HKEC must pay the levy collected into a bank
account specified by the FRC within 30 days after its
collection.
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50C.

50D.

“4)

The HKEC must keep proper accounts relating to
the collection and payment of levies.

Levies payable by PIE auditors

(1)

2)

€)

(4)

A levy, calculated in accordance with section 3 of
Schedule 7, is payable by a PIE auditor for a
calendar year.

A PIE auditor must pay the levy—

(a) for a registered PIE auditor—to the HKICPA
in the way and within the time specified by the
HKICPA; or

(b) for a recognized PIE auditor—to the FRC in
the way and within the time specified by the
FRC.

The HKICPA must pay the levy collected under
subsection (2)(a) into a bank account specified by the
FRC within 30 days after its collection.

The HKICPA must keep proper accounts relating to
the collection and payment of levies.

Reduction of levies

(1)

2)

If, during a financial year of the FRC, the conditions
set out in subsection (2) are satisfied, the FRC must
consult the Financial Secretary with a view to
recommending to the Chief Executive in Council that
the rate or amount of a levy payable under this Part
be reduced.

The conditions are—
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S0E.

50F.

50G.

(a) that the reserves of the FRC, after deducting
depreciation and all provisions, are more than
twice its estimated operating expenses for the
financial year; and

(b) that the FRC has no outstanding debt.

(3) The FRC may, after consulting the Financial
Secretary under subsection (1), recommend to the
Chief Executive in Council that the rate or amount
of a levy payable under this Part be reduced.

Levies paid not refundable

Levies paid under this Part are not refundable.

FRC may recover levy as civil debt

The FRC may recover the amount of any levy payable
under this Part as a civil debt due to it.

FRC may authorize persons to inspect accounts etc.

(1) For ascertaining whether the HKEC or HKICPA is
complying with or has complied with a provision
under this Part, the FRC may, in writing, authorize a
person to, at reasonable times, inspect and make
copies of the accounts kept by the HKEC or
HKICPA under this Part.

(2) An authorized person must, on request, produce a
copy of the written authorization when performing
the authorized functions.”.

63. Section 51 amended (preservation of secrecy)
(1) Section 51(1)(a) and (b), English text—

Repeal
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“shall not”
Substitute
“must not”.
(2) Section 51(3)—
Repeal
“Council”
Substitute
“FRC”.
(3) Section 51(3)(b)(xvii)—
Repeal
“Secretary”
Substitute
“Secretary for Financial Services and the Treasury”.
(4) Section 51(3)(b)—
Repeal subparagraph (xviii)
Substitute
“(xviii) a recognized exchange company;”.
(5) Section 51(3)(c)—
Repeal
“Part 3 concerning a relevant irregularity”
Substitute

“Part 3A concerning any PIE engagement or non-PIE
engagement carried out for a listed corporation”.

(6) Section 51(3)(c), English text—
Repeal

“non-compliance,”
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(7)

(®)

©)

(10)

(11)

Substitute
“non-compliance”.
Section 51(4)—

Repeal

“Council shall”

Substitute

“FRC must”.

Section 51(4)—

Repeal

“Council is”

Substitute

“FRC is”.

Section 51(4)(a), English text—
Repeal

“his”

Substitute

“the recipient’s”.

Section 51(5), English text—
Repeal

“shall not”

Substitute

“must not”.

Section 51(6)(a) and (7)—
Repeal

“Council”

Substitute
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(12)

(13)

(14)

(15)

(16)

“FRC”.

Section 51(10)(a), English text—
Repeal

“he”

Substitute

“the person”.

Section 51(10)(b)(1)—
Repeal

“he”

Substitute

“the person”.

Section 51(10)(b)(1))—
Repeal

“him”

Substitute

“the person”.

Section 51(10)(b)(i1))—
Repeal

“he”

Substitute

“the person”.

Section 51(10)(b)(ii), English text—
Repeal

“him”

Substitute

“the person”.
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(17) Section 51(12)—

Repeal

“Secretary”

Substitute

“Secretary for Financial Services and the Treasury”.
(18)  Section 51(13)(a)—

Repeal

“Council; or”

Substitute

“FRC;”.
(19) After section 51(13)(a)—

Add

“(ab) an inspector or investigator; or”.

(20)  Section 51(13)(b)(i)(A), (B) and (C)—

Repeal

“Council” (wherever appearing)

Substitute

“FRC”.

64. Section 52 amended (protection of informers)
(1) Section 52(1)—
Repeal paragraphs (a), (b) and (c)
Substitute
“(a) any proceedings under Part 3C;

(b) any civil or criminal proceedings before a court or
magistrate;
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(c) any proceedings before the Market Misconduct
Tribunal; or
(d) any proceedings under Part V of the Professional

)

)

(4)

©)

(6)

(7)

Accountants Ordinance (Cap. 50).”.
Section 52(3), before “the court”—
Add
“the Tribunal, the Court of Appeal,”.
Section 52(3), English text—

Repeal

“shall cause”

Substitute

“must cause”.

Section 52(4), after “proceedings,”—
Add

“the Tribunal, the Court of Appeal,”.
Section 52(4)(b)—

Repeal

“he”

Substitute

“the relevant person”.

Section 52(5)—

Repeal

“sections 35”

Substitute

“sections 31A”.

Section 52(6)(a)—

Repeal



Part 2

Clause 65

Financial Reporting Council (Amendment) Bill 2018

C351

65.

(8)

©)

Section 53 amended (avoidance of conflict of interests)

(1)

2)

)

“Council,”

Substitute

“FRC, an investigator,”.
Section 52(6)(a)—
Repeal

“Part 3”

Substitute

“Part 3A”.

Section 52(6)(b)—
Repeal

“Council,”

Substitute

“FRC, an investigator,”.

Section 53(1)(a)—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 53(2)—

Repeal

“he has an interest, he shall”
Substitute

“the person has an interest, the person must”.

Section 53(2)—
Repeal
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“Council”
Substitute
“FRC”.

(4) Section 53—
Repeal subsection (3)
Substitute

“(3) For the purposes of subsection (2), a person has an
interest in a matter if the matter relates to—

(a) a listed corporation and the person has an
interest in the corporation’s securities;

(b) a listed collective investment scheme and the
person has an interest in the scheme’s interests;

(c) another person who is, or was within the
relevant period, an employer of the person;

(d) another person of whom the person is, or was
within the relevant period, a client;

(e) another person who is, or was within the
relevant period, an associate of the person; or

(f) another person whom the person knows is, or
was within the relevant period, a client of a
person described in paragraph (c) or (e).”.

(5) Section 53(4)—
Repeal
“Council shall”
Substitute
“FRC must”.

(6) Section 53(5)—
Repeal
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(7)

(8)

)

(10)

(11)

“he shall”

Substitute

“the person must”.

Section 53(5)—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 53(6)—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 53(6)—

Repeal

“shall not”

Substitute

“must not”.

Section 53(7)—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 53(7), English text—
Repeal

“shall give”
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(12)

(13)

(14)

(15)

(16)

Substitute

“must give”.

Section 53(7)(a)—

Repeal

everything after “with respect to”
Substitute

“an inspection or investigation under Part 3A, or an
exercise of power under Part 3B—the PIE auditor, non-
PIE auditor or registered responsible person concerned, as
the case requires; or”.

Section 53(7)—
Repeal paragraph (b).
Section 53(7)(c)—
Repeal
“non-compliance,”
Substitute
“non-compliance—".
Section 53(9)—
Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Section 53(10), English text, definition of associate,
paragraph (d)—

Repeal
“his spouse”
Substitute
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“the person’s spouse”.
(17)  Section 53(10), definition of associate, paragraph (k)(ii)—
Repeal the full stop
Substitute a semicolon.
(18) Section 53(10)—
Add in alphabetical order
“relevant period (AFAMIM), in relation to a person
required to consider a matter as mentioned in
subsection (2), means the period of 3 years before
the day when the person is required to do so.”.
66. Section 54 amended (immunity)

(1)

)

)

Section 54(1)—
Repeal

“requirement imposed on him under section 25, 26, 27,
28, 34 or 43”

Substitute

“specified requirement”.
Section 54(2), English text—
Repeal

“by him”

Substitute

“by the person”.

Section 54(2)—

Repeal

everything after “purported performance, of”
Substitute

“any function under this Ordinance.”.
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(4)  After section 54(2)—
Add
“(3) In this section—

specified requirement (f6W]ZK) means a requirement
imposed under—

(a) section 21C(2);

(b) section 21D(1) or (2);
(c) section 25(1);

(d) section 26(1) or (2);
(e) section 34; or

(f) section 43.”.

67. Section 55 amended (immunity in respect of communication with
Council by auditors of listed entities)

(1) Section 55, heading—
Repeal
“Council by auditors of listed entities”
Substitute
“FRC by PIE auditors and non-PIE auditors”.
(2) Section 55(1)—
Repeal
everything after “if a person” and before “does not incur”
Substitute

“communicates in good faith to the FRC any information
or opinion on a specified matter in relation to a listed
entity of which the person becomes or became aware
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68.

69.

while acting as the PIE auditor or non-PIE auditor of the
entity, the person”.

(3) Section 55—
Repeal subsection (3)
Substitute
“(3) In this section—

specified matter (§¥=5'H), in relation to a listed entity,
means a matter, whether occurring before, during or
after the entity is or was listed, that, in the opinion
of a person referred to in subsection (1), suggests
that—

(a) a practice irregularity within the meaning of
section 4 has been committed in relation to a
PIE engagement or non-PIE engagement carried
out for the entity; or

(b) there is a relevant non-compliance in relation to
the entity.”.

Section 57 amended (production of information in information
systems)

Section 57(1)(a) and (2)(a)—
Repeal
“Part 3”
Substitute
“Part 3A”.

Section 58 amended (lien claimed on records or documents)
(1) Section 58, English text—
Repeal

“his possession”
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70.

71.

2)

Substitute

“the person’s possession”.
Section 58—

Repeal

“Part 3”

Substitute

“Part 3A”.

Section 59 amended (destruction of documents, etc.)

(1)

2)

Section 59(1), English text—
Repeal

“he”

Substitute

“the person”.

Section 59(1)—

Repeal

“Part 3”

Substitute

“Part 3A”.

Section 59A added
After section 59—

Add

“S59A. Reasonable excuse

(1) This section applies if a provision of this Ordinance
that creates an offence makes a reference to a

reasonable excuse for an act or omission.
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(2) The reference to a reasonable excuse is to be
construed as providing for a defence to a charge in
relation to the act or omission.

(3) A defendant is to be taken to have established that
the defendant had a reasonable excuse for the act or
omission if—

(a) sufficient evidence is adduced to raise an issue
that the defendant had such a reasonable
excuse; and

(b) the contrary is not proved by the prosecution
beyond reasonable doubt.”.

72. Section 60 amended (service of notice, etc.)

(1) Section 60—
Repeal subsection (1)
Substitute

“(1) This section applies to a notice or other document
required or permitted to be given, sent or issued
(however described) under this Ordinance.”.

(2) Section 60(2)—

Repeal

“requirement is taken to be given”

Substitute

“document is taken to be given, sent”.
(3) Section 60(2)(a)(i)—

Repeal

“to him”

Substitute

“to the individual”.
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(4) Section 60(2)(a)(ii), (iii) and (iv)—
Repeal
“his”
Substitute
“the individual’s”.
(5) Section 60(2)(a), Chinese text—
Repeal
“%;1‘%”
Substitute
I
(6) Section 60(2)(b), Chinese text—
Repeal
acgsj‘zn
Substitute
A,
(7)  Section 60(2)(c)(i)—
Repeal
“for the purposes of that Part at his”
Substitute
“at the person’s”.
(8) Section 60(2)(c), Chinese text—
Repeal
B R
Substitute
.
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©)

Section 60(2)(d) and (e), Chinese text—
Repeal

“%“}j‘(”

Substitute

S

73. Sections 60A to 60D added
After section 60—

“60A. Chief Executive in Council may make regulations

Add

the FRC, make regulations—

(1) The Chief Executive in Council may, after consulting

(a) prescribing fees and providing for payment of

the fees—

(1) for anything done by the FRC or a
committee established by the FRC in

performing a function
Ordinance; and

this

(i) for any other matter provided for by or

under this Ordinance;

(b) prescribing fees (however described) that are
required or permitted to be prescribed by

regulations made under this section; and

(c) prescribing any other matter that, by this
Ordinance, is required or permitted to be
prescribed by regulations made under this

section.
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)

3)

“4)

Fees prescribed by regulations made under this
section are not to be limited by reference to the
amount of the administrative or other costs incurred,
or likely to be incurred, by the HKICPA or the FRC
(or a committee established by the HKICPA or the
FRC) in performing the functions to which the fees
relate.

Regulations made under this section—

(a) may provide that the amount of a fee is to be
fixed by reference to a scale set out in the
regulations;

(b) may provide for the payment of different fees by
persons, or in relation to persons or cases, of
different classes or descriptions;

(c) may provide that the payment of a fee is waived,
either generally or in a particular case; and

(d) may provide for the payment of fees annually or
at other intervals.

The FRC may recover the amount of any fee payable
under the regulations made under this section as a
civil debt due to it.

60B. FRC may make regulations

(1)

The FRC may make regulations—

(a) providing for the applications for registration
and recognition as PIE auditors, renewal of
registration and recognition, and incidental
matters;

(b) providing for the maintenance of the PIE
auditors register and the correction of errors in
the register;
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2)

3)

(©)

(d)

(©

)

(2

providing for the admissibility in evidence in
judicial or other proceedings of specified
records kept by the FRC;

providing for the form and way in which
documents and information required to be
lodged, filed, submitted or retained for a
provision of this Ordinance—

(1) are to be completed, signed, executed or
authenticated; or

(1) are to be lodged, filed, submitted or
retained;

providing for the form and way in which a
record is to be compiled for a provision of this
Ordinance;

providing for the returns to be made by PIE
auditors and registered responsible persons of
registered PIE auditors, including the contents
of the returns, and the time within which and
the form and way in which the returns are to be
made; and

prescribing any other matter that, by this
Ordinance, is required or permitted to be
prescribed by regulations made under this
subsection.

In addition to the power to make regulations under
subsection (1), the FRC may, after consulting the
Financial Secretary, make other regulations that are
necessary for the performance of any of its functions.

Except as otherwise provided in this Ordinance,
regulations made under this section—
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“4)

©)

(a) may be of general or special application or may
be made so as to apply only in specified
circumstances;

(b) may make different provisions for different
circumstances and provide for different cases or
classes of cases;

(c) may authorize a matter or thing to be
determined, applied or regulated by a specified
person;

(d) may provide for the exercise of a discretion in
specified cases; and

(e) may, for the better carrying out of any provision
of this Ordinance, include any savings,
transitional, incidental, supplemental, evidential
and consequential provisions (whether or not
involving the provisions of an Ordinance).

Regulations made under this section may prescribe
offences for contravention of the regulations, which
are punishable by a fine, imprisonment or both.

The maximum penalty that may be prescribed for an

offence under subsection (4) is—

(a) for an offence of which a person is convicted on
indictment—a fine of $500,000 and
imprisonment for 2 years; or

(b) for an offence of which a person is summarily

convicted—a fine at level 6 and imprisonment
for 6 months.
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60C. FRC must publish draft regulations

(1)

2)

)

(4)

)

If the FRC proposes to make regulations under
section 60B, it must publish a draft of the proposed
regulations, in the way it considers appropriate, for
inviting representations on the proposed regulations
by the public.

If the FRC makes regulations after a draft has been

published under subsection (1), it must comply with
subsections (3) and (4).

The FRC must publish, in the way it considers
appropriate, an account setting out in general
terms—

(a) the representations made on the draft; and
(b) the response of the FRC to the representations.

If the FRC considers the regulations made are
significantly different from the draft, the FRC must
publish, in the way it considers appropriate, details
of the difference.

Subsections (1) and (2) do not apply if the FRC
considers, in the circumstances of the case, that—

(a) it is inappropriate or unnecessary that those
subsections should apply; or

(b) the delay involved in complying with those
subsections would not be—

(i) in the interest of the investing public; or

(1) in the public interest.

60D. FRC may specify forms

(1)

The FRC may specify—
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(a) the form of any document required under this
Ordinance to be in the specified form; and
(b) the form of any other document required for
the purposes of this Ordinance that the FRC
considers appropriate.
(2) A form specified under this section must be—
(a) completed in accordance with the directions and
instructions that are specified in the form;
(b) accompanied by the documents that are
specified in the form; and
(c) if the completed form is required to be provided
to the FRC or any other person, so provided in
the way, if any, specified in the form.”.
74. Section 61 amended (amendment of Schedules)

(1)

2)

3)

Section 61(1)—

Repeal

“Secretary”

Substitute

“Secretary for Financial Services and the Treasury”.

9

Section 61(1)—

Repeal

“Schedule 17

Substitute

“Schedule 1, 1A or 3B”.
After section 61(1)—

Add

“(IA) The Legislative Council may, by resolution, amend
Schedule 3A.”.
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(4) Section 61(2)—
Repeal
“Schedule 2, 3,4, 5 or 67
Substitute
“Schedule 2, 4, 4A, 5, 6 or 77.

75. Part 7 added
Before Schedule 1—
Add

“Part 7

Savings and Transitional Arrangements for
Financial Reporting Council (Amendment)
Ordinance 2018

Division 1—Interpretation

87. Interpretation
In this Part—

pre-amended  Ordinance ()7L A #% {71)) means this
Ordinance as in force immediately before the 2018
Ordinance commencement date.
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Division 2—Auditors Having Undertaken but Not Yet
Completed PIE Engagements before 2018 Ordinance

Commencement Date etc.

88. Practice units having undertaken but not yet completed PIE
engagements before 2018 Ordinance commencement date

(1)

2)

)

This section applies if a practice unit has undertaken,
but not yet completed, a PIE engagement before the
2018 Ordinance commencement date.

The practice unit may, by written notice in the
specified form, inform the HKICPA Council that the
unit intends to continue to carry out the engagement
during the transitional period.

When a notice is sent under subsection (2), the
practice unit is taken to be a registered PIE auditor
for all purposes of this Ordinance until—

(a) if the unit makes a registration application no
later than 45 days before the last day of the
transitional period—

(1) the day on which the unit is registered as a
PIE auditor pursuant to the application; or

(i) the day on which the refusal of the
application takes effect; or

(b) otherwise—the last day of the transitional
period.
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89. Persons performing functions as responsible persons before
2018 Ordinance commencement date

90.

(1)

2)

)

This section applies if a registered PIE auditor
(provisional) has, before the 2018 Ordinance
commencement date, authorized a person to carry
out an activity as a responsible person of the auditor.

The auditor may, by written notice in the specified
form, inform the HKICPA Council that the auditor
intends to authorize the person to continue to carry
out the activity during the transitional period.

When a notice is sent under subsection (2), the
person is taken to be a registered responsible person
of the auditor for all purposes of this Ordinance
until the day determined in accordance with section
88(3)(a) or (b).

Opverseas auditors having undertaken but not yet completed

PIE
date

(1)

2)

)

engagements before 2018 Ordinance commencement

This section applies if an overseas auditor has
undertaken, but not yet completed, a PIE
engagement for an overseas entity before the 2018
Ordinance commencement date.

The overseas auditor may, by written notice in the
specified form, inform the FRC that the auditor
intends to continue to carry out the engagement for
the overseas entity during the transitional period.

When a notice is sent under subsection (2), the
overseas auditor is taken to be a recognized PIE
auditor of the overseas entity for all purposes of this
Ordinance until—
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(a) 1if the entity makes a recognition application in
relation to the auditor no later than 45 days
before the last day of the transitional period—

(i) the day on which the auditor is recognized
as a PIE auditor of the entity pursuant to
the application; or

(i) the day on which the refusal of the
application takes effect; or

(b) otherwise—the last day of the transitional
period.

91. Information of registered PIE auditors (provisional) etc. to
be entered in PIE auditors register

(1) The HKICPA Council must provide the HKICPA
Registrar with the information in relation to each
registered PIE auditor (provisional) listed in section
207X (2).

(2) The FRC must provide the HKICPA Registrar with
the information in relation to each recognized PIE
auditor (provisional) listed in section 20ZX(3).

3) The HKICPA Registrar must enter the information
g
provided under this section in the PIE auditors
register.

Division 3—Investigations Initiated before 2018
Ordinance Commencement Date etc.

92. Investigations initiated before 2018 Ordinance
commencement date

(1) This section applies to an investigation that was
initiated under Part 3 of the pre-amended Ordinance
before the 2018 Ordinance commencement date.
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76.

93.

)

The pre-amended Ordinance continues to apply in
relation to the investigation as if the 2018 Amending
Ordinance had not been enacted.

Investigations may be initiated in relation to audits etc.
completed before 2018 Ordinance commencement date

(1)

2)

€)

An investigation may be initiated under Part 3 of the
pre-amended Ordinance in relation to any audit, or
the preparation of any specified report, that had been
completed for a listed entity before the 2018
Ordinance commencement date, as if the 2018
Amending Ordinance had not been enacted.

The pre-amended Ordinance continues to apply in
relation to an investigation initiated under subsection
(1) as if the 2018 Amending Ordinance had not been
enacted.

In this section—

specified report (F§W¥ ) has the meaning given by

section 2(1) of the pre-amended Ordinance.”.

Schedule 1 amended (definitions of relevant financial report and
relevant requirement)

(1)

2)

Schedule 1, Part 1, definition of relevant financial report,
paragraphs (a)(i), (ii), (iii), (iv)(C) and (v) and (b)(i)(C)
and (ii))—

Repeal

“at the relevant time”.

Schedule 1, Part 1, definition of relevant requirement,
paragraphs (a)(ii) and (b)(i)—

Repeal

“to be issued”
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Substitute
“to have been issued”.

(3) Schedule 1, Part 2, definition of relevant financial report,
paragraphs (a), (b) and (c)—

Repeal

“at the relevant time”.

7. Schedule 1A added
After Schedule 1—
Add

“Schedule 1A

[ss. 3A & 61 &
Sch. 7]

PIE Engagements and Non-PIE Engagements
Part 1

PIE Engagements

1. The preparation of an auditor’s report in relation to the
following financial statements or accounts of a PIE—

(a) if the PIE is a listed corporation (equity)—

(1) the financial statements required to be
prepared under section 379 of the
Companies Ordinance (Cap. 622); or

(1) the annual accounts required to be
prepared under the Listing Rules; or
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(b) if the PIE is a listed collective investment scheme—
the annual accounts required to be prepared
under the relevant code or the Listing Rules.

2. The preparation of a specified report required to be
included in—

(a) a listing document of a corporation seeking to
be listed for the listing of its shares or stocks;

(b) a listing document of a listed corporation for
the listing of its shares or stocks; or

(¢c) a listing document of—

(1) a collective investment scheme seeking to
be listed; or

(i1) a listed collective investment scheme.

3. The preparation of an accountant’s report required to be
included in a circular issued by or on behalf of a PIE
under the Listing Rules for the purpose of—

(a) a reverse takeover within the meaning of the
Listing Rules; or

(b) a very substantial acquisition within the
meaning of the Listing Rules.

Part 2

Non-PIE Engagements

1. The preparation of an auditor’s report in relation to the
following financial statements or accounts of a non-PIE—

(a) the financial statements required to be prepared
under section 379 of the Companies Ordinance
(Cap. 622); or
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(b) the annual accounts required to be prepared
under the Listing Rules.

2. The preparation of a specified report required to be
included in—

(a) a listing document of a corporation seeking to
be listed for the listing of its securities (other
than shares and stocks); or

(b) a listing document of a listed corporation for
the listing of its securities (other than shares
and stocks).”.

78. Schedule 2 substituted
Schedule 2—
Repeal the Schedule
Substitute

“Schedule 2

[ss. 7 & 61 & Schs.
3A & 4]

Financial Reporting Council
Part 1

Interpretation

1. Interpretation
(1) In this Schedule—
Chairperson (FJi) means the chairperson of the FRC;
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Chief Executive Officer (1TEB##) means the chief
executive officer of the FRC;

Deputy  Chairperson (R EJ%) means the deputy
chairperson of the FRC;

FRC member (P15 i ) means a member of the FRC
appointed under section 7.

(2) In this Schedule, a reference to a person being unable
to perform the person’s functions is a reference to the
person being unable to do so due to illness, absence
from Hong Kong or any other reason.

Part 2
Office of FRC Members

Appointment of Deputy Chairperson

The Chief Executive may appoint an FRC member (other
than the Chairperson or the Chief Executive Officer) who
is a non-practitioner to be the Deputy Chairperson.

Functions of FRC members

An FRC member has the functions assigned to the
member by the FRC.

Terms and conditions of office of FRC members

(1) The Chief Executive is to determine the terms and
conditions of the office of an FRC member.

(2) The remuneration, allowances and expenses of an
FRC member, as determined by the Chief Executive,
are to be paid out of the funds of the FRC.
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5. Resignation of FRC members

(1)

2)

An FRC member may at any time resign from office
by written notice to the Chief Executive.

Unless it is otherwise provided in the terms and
conditions referred to in section 4(1) of this Schedule,
a notice of resignation takes effect on—

(a) the day on which the notice is received by the
Chief Executive; or

(b) if a later day is specified in the notice—that
later day.

6. Removal of FRC members

(1)

2)

The Chief Executive may remove an FRC member
from office if the Chief Executive is satisfied that the
member—

(a) has become a public officer;
(b) has become bankrupt;

(c) 1is convicted in Hong Kong of an offence that is
punishable by imprisonment for 12 months or
more, or is convicted elsewhere than in Hong
Kong of an offence that, if committed in Hong
Kong, would be an offence so punishable; or

(d) is otherwise unable or unfit to perform the
functions of an FRC member.

The Chief Executive must publish in the Gazette a
notice of each removal under subsection (1).
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Part 3

Acting Arrangements

7. Acting Chairperson

(1)

2)

)

“4)

If the office of Chairperson is vacant or the
Chairperson is unable to perform the Chairperson’s
functions, the Deputy Chairperson must act as
Chairperson.

Whether or not the Deputy Chairperson has been
appointed, the Chairperson may—

(a) designate an FRC member who is a non-
practitioner or (if no non-practitioner is
available for designation) a practitioner to act as
Chairperson for any period during which both
the Chairperson and the Deputy Chairperson
are unable to act as Chairperson; and

(b) at any time revoke the designation.
Subsection (4) applies if—
(a) the office of Deputy Chairperson is vacant;

(b) the Deputy Chairperson appointed is unable to
act as Chairperson;

(c) no designation under subsection (2)(a) is in
force; or

(d) the FRC member designated under subsection
(2)(a) is unable to act as Chairperson.

The Financial Secretary may—

(a) designate an FRC member who is a non-
practitioner or (if no non-practitioner is
available for designation) a practitioner to act as



Part 2
Clause 78

Financial Reporting Council (Amendment) Bill 2018

C405

)

(6)

(7

Chairperson for any period during which the
Chairperson is wunable to perform the
Chairperson’s functions; and

(b) at any time revoke the designation.

A designation under subsection (4)(a) ceases to have
effect when the earliest of the following events
occurs—

(a) the designation is revoked by the Financial
Secretary;

(b) the designated FRC member is unable to act as
Chairperson;

(c) if the designation is made in the circumstances
mentioned in subsection (3)(a)—an appointment
1s made under section 2 of this Schedule;

(d) if the designation is made in the circumstances
mentioned in subsection (3)(b)—the Deputy
Chairperson is able to act as Chairperson;

(e) if the designation is made in the circumstances
mentioned in subsection (3)(c)—a designation is
made under subsection (2)(a);

(f) if the designation is made in the circumstances
mentioned in subsection (3)(d)—the designated
FRC member is able to act as Chairperson.

An FRC member acting as Chairperson under this
section is to be regarded for all purposes to be the
Chairperson.

Despite subsection (6), an executive director or non-
executive director of the FRC who acts as
Chairperson under this section does not cease to be
regarded as such a director only because the director
is acting as Chairperson.
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8. Acting Chief Executive Officer
(1) The Chief Executive Officer may—

2)

)

(4)

(a)

(b)

designate an executive director of the FRC to
act as Chief Executive Officer for any period
during which the Chief Executive Officer is
unable to perform the Officer’s functions; and

at any time revoke the designation.

Subsection (3) applies if—

(a)
(b)

no designation under subsection (1)(a) is in
force; or

the executive director designated under
subsection (1)(a) is unable to act as Chief
Executive Officer.

The Financial Secretary may—

(a)

(b)

designate an executive director of the FRC to
act as Chief Executive Officer for any period
during which the Chief Executive Officer is
unable to perform the Officer’s functions; and

at any time revoke the designation.

A designation under subsection (3)(a) ceases to have
effect when the earliest of the following events

occurs—

(a) the designation is revoked by the Financial
Secretary;

(b) the designated executive director is unable to act
as Chief Executive Officer;

(c) the Chief Executive Officer is able to perform

the Officer’s functions.
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10.

)

An executive director of the FRC acting as Chief
Executive Officer under this section is to be regarded
for all purposes to be the Chief Executive Officer.

Part 4

Meetings of FRC

General procedures for meetings

(1)
2)

)

(4)

Meetings of the FRC are to be held as often as
necessary to enable the FRC to perform its functions.

A meeting of the FRC may be convened by the
Chairperson.

The Chairperson must convene a meeting of the
FRC on being given a notice for that purpose by 2 or
more other FRC members.

The procedures for convening meetings of the FRC
and for the conduct of business at those meetings
are, subject to this Ordinance, to be determined by
the FRC.

Quorum

(1)

)

The quorum for a meeting of the FRC is constituted

by—

(a) one-third of the executive directors of the FRC;
and

(b) one-third of the non-executive directors of the
FRC.

For the purposes of subsection (1)—
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€)

(4)

(a) if the number that is equal to one-third of the
executive directors or non-executive directors of
the FRC is not a whole number, that number is
to be rounded up to the nearest whole number;

(b) an executive director of the FRC who acts as
Chairperson is only counted as an executive
director of the FRC; and

(c) a non-executive director of the FRC who acts
as Chairperson is only counted as a non-
executive director of the FRC.

If an FRC member is required under section 53(5) or

(6)—

(a) not to be present during any deliberation of the
FRC;

(b) not to take part in any decision of the FRC; or

(c) not to take part in the making of a
determination by the FRC,

the member is not to be counted for the purpose of
forming a quorum at the part of the meeting of the
FRC held for such deliberation, decision or
determination.

An FRC member who participates in a meeting of
the FRC by telephone, video conferencing or other
electronic means is to be regarded as being present at
the meeting if—

(a) that member is able to hear the other FRC
members who are physically present at the
meeting; and

(b) the FRC members who are physically present at
the meeting are able to hear that member.
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11.

12.

13.

Presiding member at meetings

A meeting of the FRC is to be presided over by the first
of the following persons (in descending order of priority)
who is able to preside at the meeting—

(a) the Chairperson;
(b) the Deputy Chairperson;

(c) the FRC member designated under section
7(2)(a) of this Schedule;

(d) the FRC member designated under section
7(4)(a) of this Schedule; or

(¢) an FRC member who is chosen, for this
purpose, by other FRC members present at the
meeting.

Voting at meetings

(1)

2)

()

(4)

Each FRC member present at a meeting of the FRC
has 1 vote.

Every question to be decided at a meeting of the
FRC must be determined by a majority of the votes
of its members present.

If the votes on a question are equally divided, the
FRC member who presides at the meeting has,
subject to subsection (4), a casting vote.

The FRC member who presides at a meeting of the
FRC must not exercise a casting vote on a question
at the meeting until after the member has consulted
the Financial Secretary on the question.

Circulation of papers and written resolution

(1)

The FRC may transact any of its business by
circulation of papers.
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)

)

“4)

)

(6)

A resolution that meets the requirements set out in
subsection (3) is as valid as if it had been passed at a
meeting of the FRC.

The requirements are—
(a) the resolution is in writing;

(b) the resolution is signed by all the FRC members
who are, when the resolution is made available
for signature, present in Hong Kong and capable
of signing the resolution; and

(c) the resolution is signed by—

(1) at least one-third of the executive directors
of the FRC; and

(i) at least one-third of the non-executive
directors of the FRC.

For the purposes of subsection (3)—
(a) a resolution may be—
(i) in the form of one document; or

(1) in the form of more than one document,
each of which is in the same form; and

(b) if the number that is equal to one-third of the
executive directors or non-executive directors of
the FRC is not a whole number, that number is
to be rounded up to the nearest whole number.

If a resolution is in the form of more than one
document, the requirements under subsection (3)(b)
and (c) are to be regarded as having been met if the
documents together bear the signatures of the
numbers of FRC members as specified in that
subsection.

For the purposes of this section—
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(a) a resolution is regarded as having been signed
by an FRC member if a fax or electronic
transmission of the resolution bears the
signature of the member; and

(b) a resolution is regarded as made on the day on
which the resolution is signed by the last person
signing as an FRC member.

Part 5

Miscellaneous

14. Committees

(1)

2)

)

(4)

)

The FRC may establish one or more committees to
assist it in a matter with which it is concerned.

The FRC—

(a) must appoint an FRC member to be the
chairperson of a committee; and

(b) may, subject to subsection (3), appoint other
members of a committee, whether or not any of
them is also an FRC member.

Among the members of a committee, the number of
FRC members must exceed the number of non-FRC
members.

The FRC may refer a matter with which it is
concerned to a committee for consideration, inquiry
or management.

The FRC may—
(a) revoke an appointment under subsection (2); or

(b) withdraw a reference under subsection (4).
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(6) The procedures for convening meetings of a
committee and for the conduct of business at those
meetings are, subject to any direction of the FRC, to
be determined by the committee.
15. Seal

79.

(1) The FRC must have a seal the affixing of which must
be authenticated by—

(a) the signature of the Chairperson or the Deputy
Chairperson; or

(b) the signature of another FRC member
authorized to sign on behalf of the FRC.

(2) A document purporting to be a document duly
executed under the seal of the FRC is to be received
in evidence without further proof and is, unless the
contrary is proved, to be regarded as a document so
executed on being received in evidence.

16. Organization of administration etc.

The FRC must organize and regulate its administration,
procedure and business in a way that it considers will,
subject to the requirements of this Ordinance, best ensure
the performance of its functions.”.

Schedule 3 repealed (provisions relating to Chief Executive
Officer of Council)

Schedule 3—
Repeal the Schedule.
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80. Schedules 3A and 3B added
Before Schedule 4—
Add

“Schedule 3A

[ss. 11 & 61]

Non-delegable Functions of FRC

1. The following functions of the FRC are specified for the
purposes of section 11(2)—

(a) to make subsidiary legislation wunder this
Ordinance or any other Ordinance;

(b) to borrow money under section 10(2)(e);

(c) to publish or otherwise make available, under
section 10(2)(h), materials indicating to the
public any matter relating or incidental to the
performance by the FRC of any of its
functions;

(d) to issue guidelines under section 13;

() to submit, under section 17(3), estimates of
income and expenditure of the FRC for
approval by the Financial Secretary;

(f) to cause to be prepared a statement of accounts
of the FRC under section 18(2);

(g) to submit to the Financial Secretary under
section 20(1) the documents referred to in that
section;
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(h)
(M)
0

(k)

M

(m)

(n)
(0)

to appoint a person to be an inspector under
section 21A(1)(b);

to appoint a person to be an investigator under
section 22A(1)(b);

to specify, under section 37ZD(2), the day on
which a specified decision is to take effect;

to consult, under section 50D(1), the Financial
Secretary with a view to recommending to the
Chief Executive in Council that the rate or
amount of a levy be reduced, and to
recommend, under section 50D(3), to the Chief
Executive in Council that the rate or amount of
a levy be reduced;

to establish a committee under section 14(1) of
Schedule 2;

to appoint a person to be the chairperson or a
member of a committee under section 14(2) of
Schedule 2;

to refer a matter to a committee under section
14(4) of Schedule 2;

to revoke the appointment of the chairperson or
a member of a committee, or to withdraw a
reference from a committee, under section 14(5)
of Schedule 2.
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Column 1

Item

Schedule 3B

[ss. 20G, 20K, 20ZE,
20ZK, 202Y & 61]

Fees

Column 2

Particulars

Application for registration as a PIE
auditor under section 20G

Application for renewal of registration
as a PIE auditor under section 20K

Application for grant of approval-in-
principle for recognition as a PIE
auditor under section 20ZE

Application for renewal of recognition
as a PIE auditor under section 20ZK

Provision of a copy of an entry in, or
an extract of, the PIE auditors register
under section 20ZY (2)(a)

Provision of a certified true copy of
an entry in, or an extract of, the PIE
auditors register under section
207Y (2)(b)

Column 3
Fees
$
250

200

250

200

50 per
copy

150 per
copy”.
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81. Schedule 4 amended (provisions relating to Investigation Board
and its members)

(1) Schedule 4, section 1(1)—
Repeal
“Council at the time of his appointment”™
Substitute
“FRC at the time of the member’s appointment”.
(2) Schedule 4, English text, section 1(2)—
Repeal

“his period of appointment or reappointment, a member
of the Investigation Board”

Substitute

“the period of appointment or reappointment of a
member of the Investigation Board, the member”.

(3) Schedule 4, section 1(3) and (4)—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.

(4) Schedule 4, section 2(1)—
Repeal

“chairman, is unable to perform the functions of his office
as member, the Council”

Substitute

“chairperson, is unable to perform the member’s functions,
the FRC”.

(5) Schedule 4, section 2(1)—
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(6)

(7)

(8)

©)

(10)

Repeal

“his place during his”

Substitute

“the member’s place during the member’s”.
Schedule 4, Chinese text, section 2(2)—
Repeal

“,ﬁﬂ”

Substitute

“;H\”.

Schedule 4, section 3(1)—

Repeal

“Council” (wherever appearing)
Substitute

“FRC”.

Schedule 4, section 3(1)—

Repeal paragraph (b).

Schedule 4, section 3(1)—

Repeal

“his office as member of the Investigation Board”

Substitute

“the member’s office”.

Schedule 4, section 3(2) and (4)—
Repeal

“Council shall”

Substitute

“FRC must”.
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(11)  Schedule 4, English text, section 4(1)—
Repeal
“chairman of the Investigation Board shall convene such”
Substitute

“chairperson of the Investigation Board must convene
the”.

(12)  Schedule 4, section 4(1)—
Repeal
“as he”
Substitute
“as the chairperson”.

(13) Schedule 4, after section 4(1)—
Add

“(1A) A meeting of the Investigation Board is to be
presided over by the first of the following persons (in
descending order of priority) who is able to preside
at the meeting—

(a) the chief executive officer of the FRC;

(b) an executive director of the FRC designated
under section 8(1)(a) of Schedule 2;

(¢) an executive director of the FRC designated
under section 8(3)(a) of Schedule 2; or

(d) a member of the Board who is chosen, for this
purpose, by other members of the Board
present at the meeting.”.

(14) Schedule 4, English text, section 4(3)—
Repeal
GGhe77



Part 2
Clause 82

Financial Reporting Council (Amendment) Bill 2018

C433

(15)

Substitute

“the member”.

Schedule 4, section 4(5)—
Repeal

“Council”

Substitute

“FRC”.

82. Schedule 4A added
After Schedule 4—

Add

“Schedule 4A

[ss. 37N, 370, 37U,
3777 & 61]

Provisions Relating to Tribunal

Interpretation
In this Schedule—
chairperson (£Jif) means the chairperson of the Tribunal;

ordinary member (53 H) means a member of the
Tribunal other than the chairperson;

panel member (ZE) means a member of the Tribunal
panel appointed under section 3 of this Schedule.

Appointment of chairperson

(1) The chairperson must be appointed by the Chief
Executive.
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(2) The chairperson—
(a) must be—

(1) a former Justice of Appeal of the Court of
Appeal;

(1) a former judge, a former recorder or a
former deputy judge of the Court of First
Instance; or

(iii)) a person who is eligible for appointment as
a judge of the High Court under section 9
of the High Court Ordinance (Cap. 4); and

(b) must not be a public officer.
(3) The chairperson—
(a) may be appointed—
(i) for a term not exceeding 3 years; or
(i1) for a specified review; and

(b) may be reappointed from time to time.

3. Appointment of Tribunal panel

(1) The Chief Executive must appoint persons to a
Tribunal panel comprising the number of members
the Chief Executive considers appropriate.

(2) A panel member must not be a public officer.

(3) A panel member is appointed for a period the Chief
Executive considers appropriate, and may be
reappointed from time to time.

4. Resignation and removal of chairperson and panel members

(1) The chairperson or a panel member may at any time
resign from office by written notice to the Chief
Executive.
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(2) A notice of resignation takes effect on—

(a) the day on which the notice is received by the
Chief Executive; or

(b) if a later day is specified in the notice—that
later day.

(3) The Chief Executive may by written notice remove
the chairperson or a panel member from office on
the ground of incapacity, bankruptcy, neglect of
duty, conflict of interest or misconduct.

Appointment and resignation of ordinary members

(1) For determining a review, the Secretary for Financial
Services and the Treasury must, on the
recommendation of the chairperson, appoint 2 panel
members as ordinary members for the review.

(2) An ordinary member appointed for a specified review
may, subject to other provisions of this Ordinance,
be appointed for any other review.

(3) An ordinary member may at any time resign from
office by written notice to the Secretary for Financial
Services and the Treasury.

(4) A notice of resignation takes effect on—

(a) the day on which the notice is received by the
Secretary for Financial Services and the
Treasury; or

(b) if a later day is specified in the notice—that
later day.

(5) If an ordinary member ceases to be a panel member,
he or she ceases to be an ordinary member.
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6. Chairperson and ordinary members entitled to be paid for
services

(1)

2)

The chairperson or an ordinary member is entitled to
be paid, as a fee for services, an amount the Secretary
for Financial Services and the Treasury considers
appropriate.

An amount payable under subsection (1) is a charge
on the general revenue.

7. Acting appointments

(1)

)

3)

(4)

Subsection (2) applies if the chairperson is prevented
by illness, absence from Hong Kong or any other
reason from performing the functions of the
chairperson.

The Chief Executive may appoint a person who is
qualified for appointment as the chairperson under
section 2(2) of this Schedule to act as chairperson,
and perform all the functions of the chairperson
(including acting as sole member of the Tribunal
under section 12 of this Schedule), for any period
during which the chairperson is prevented from
performing those functions.

Subsection (4) applies if an ordinary member is
prevented by illness, absence from Hong Kong or any
other reason from taking part in a particular review.

The Secretary for Financial Services and the Treasury
may appoint another panel member to act as
ordinary member, and take part in the particular
review, for any period during which the ordinary
member is prevented from so taking part.
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8. Further provisions relating to chairperson and ordinary
members

(1)

2)

If, on the expiry of the term of appointment of the
chairperson or an acting chairperson, a review has
commenced but not yet been completed, the Chief
Executive may authorize the person to continue to
act as chairperson or acting chairperson for the
purpose of completing the review.

If, during review proceedings, there is a change in the
membership of the Tribunal, then—

(a) if all the parties to the review so consent, the
proceedings may continue despite that change;
or

(b) in the absence of such a consent, the
proceedings must not continue but must begin
over again.

9. Sittings

(1)
2)

)

The chairperson must convene the sittings of the
Tribunal that are necessary to determine a review.

The chairperson may, at any time after a review
application has been made, give directions to the
parties to the review concerning—

(a) the procedural matters to be complied with by
the parties; and

(b) the time within which the parties are required to
comply with those matters.

Subject to section 12 of this Schedule, at any sitting
of the Tribunal—

(a) the chairperson and 2 ordinary members must
be present;
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(4)

)

(b) the chairperson must preside;

(c) the order of proceedings must be determined by
the Tribunal in the way most appropriate to the
circumstances of the case;

(d) every question before the Tribunal (other than a
question of law) must be determined by a
majority of votes cast by the chairperson and
the ordinary members; and

() a question of law before the Tribunal must be
determined by the chairperson alone.

The parties to a review are, at any sitting of the
Tribunal relating to the review, entitled to be heard—

(a) in person, or—

(1) for the decision authority that made the
specified decision concerned or for a
corporation—through an officer or
employee of the authority or the
corporation;

(1) for a partnership—through a partner; or

(1) for a sole proprietorship—through the
owner; or

(b) through counsel or solicitor or, with the leave of
the Tribunal, through any other person.

The chairperson must prepare, or cause to be
prepared, a record of the proceedings at any sitting
of the Tribunal, which must contain the particulars
relating to the proceedings the chairperson considers
appropriate.
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10. Preliminary conferences

(1)

2)

)

(4)

At any time after a review application has been
made, the chairperson may direct that a conference,
to be attended by the parties to the review or their
representatives and presided over by the chairperson,
is to be held for—

(a) enabling the parties to prepare for the conduct
of the review;

(b) assisting the Tribunal to determine issues for the
purpose of the review; and

(¢c) generally securing the just, expeditious and
economical conduct of the review.

The chairperson may give a direction under
subsection (1) on his or her own initiative or on
application by any of the parties to the review if—

(a) the chairperson considers it appropriate to do
so after considering any materials submitted in
relation to the review by any of the parties; and

(b) the parties agree to the giving of the direction.
The chairperson—

(a) may give any direction the chairperson considers
necessary or desirable for securing the just,
expeditious and economical conduct of the
review; and

(b) must endeavour to secure that the parties to the
review make all agreements that they reasonably
ought to make in relation to the review.

After a conference has been held as directed under
subsection (1), the chairperson must report to the
Tribunal on the matters relating to the conference the
chairperson considers appropriate.
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11.

12.

Consent orders

(1)

2)

3)

order (

If, at any time after a review application has been
made, the parties to the review consent to all the
terms of an order that the Tribunal or chairperson
may make under any provision of this Ordinance, the
Tribunal or chairperson may make the order even
though a requirement applicable to the making of
the order has not been complied with.

An order made under subsection (1) is to be regarded
for all purposes as an order made under the provision
concerned in compliance with the requirements
applicable to the making of the order.

In this section—
%) includes any finding, determination and any
other decision.

Chairperson as sole member of Tribunal

(1)

2)

The chairperson may determine a review as the sole
member of the Tribunal if the condition specified in
subsection (2) is satisfied.

The condition is that, at any time after a review
application has been made but before any sitting of
the Tribunal is held to determine the review, the
parties to the review—

(a) have agreed that the review may be determined
by the chairperson as the sole member of the
Tribunal; and

(b) have informed the Tribunal of the agreement by
written notice.
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3)

(4)

)

(6)

(7)

The chairperson may also determine as the sole
member of the Tribunal an application under section
37R for an extension of the time within which a
review application may be made.

If subsection (1) or (3) applies, the Tribunal
constituted by the chairperson as the sole member of
the Tribunal is to be regarded for all purposes as the
Tribunal constituted by the chairperson and 2
ordinary members.

After making a determination under subsection (1)
or (3), the chairperson must report to the Tribunal
on the determination and the reasons for the
determination, and any other matter relating to the
determination the chairperson considers appropriate.

Subsection (7) applies if there is an application under
section 37R and—

(a) the chairperson cannot determine the
application due to illness, absence from Hong
Kong or any other reason; or

(b) the chairperson considers it improper or
undesirable that he or she should determine the
application.

The Chief Executive may appoint a person who is
qualified for appointment as the chairperson under
section 2(2) of this Schedule to determine the
application in question as if the person were the
chairperson duly appointed under this Ordinance,
and the provisions of this Ordinance are to apply to
the person accordingly.
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13. Privileges and immunities
Except as otherwise provided in this Ordinance, the
following persons have the same privileges and immunities
in relation to a review as they would have if the review
were civil proceedings before the Court of First Instance—
(a) the Tribunal, chairperson and ordinary
members; and
(b) the parties to, and any witness, counsel, solicitor
or any other person involved in, the review.”.
83. Schedule 5 amended (provisions relating to Review Panel and its
members)
(1) Schedule 5, English text, section 1(2)—
Repeal

“his period of appointment or reappointment, a member
of the Review Panel”

Substitute

“the period of appointment or reappointment of a
member of the Review Panel, the member”.

(2) Schedule 5, section 2(1)—
Repeal paragraph (b).

(3) Schedule 5, section 2(1)—
Repeal
“his office as member of the Review Panel”
Substitute
“the member’s office”.

(4) Schedule 5, English text, section 2(2)—
Repeal

“Executive shall”
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84.

)

(6)

Substitute

“Executive must”.

Schedule 5, section 2(2)—
Repeal

“he thinks”

Substitute

“the Chief Executive thinks”.
Schedule 5, English text, section 2(4)—
Repeal

“Executive shall”

Substitute

“Executive must”.

Schedule 6 amended (provisions relating to Review Committee
and its members)

(1)

2)

)

Schedule 6—

Repeal

“[ss. 41, 60”

Substitute

“[ss. 417.

Schedule 6, English text, section 1(1)—

Repeal

“Chairman of a Review Committee shall convene such”
Substitute

“chairperson of a Review Committee must convene the”.
Schedule 6, section 1(1)—

Repeal
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“as he”
Substitute
“as the chairperson”.

(4) Schedule 6, English text, section 1(3)—
Repeal
“he”
Substitute
“the member”.

(5) Schedule 6, section 1(5)—
Repeal
“Council”
Substitute
“FRC”.

(6) Schedule 6, section 2(1)—
Repeal
“Council” (wherever appearing)
Substitute
“FRC”.

(7) Schedule 6, section 2(2)—
Repeal
“he ceases to be such”
Substitute
“he or she ceases to be the”.

(8) Schedule 6, section 3, heading—
Repeal

“Council”
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©)

(10)

(11

(12)

(13)

Substitute

“FRC”.

Schedule 6, section 3(1)—
Repeal

“Council”

Substitute

“FRC”.

Schedule 6, English text, section 3(1)(b)—
Repeal

“Chairman”

Substitute

“chairperson”.

Schedule 6, section 3(2)—
Repeal

“Council appoints”
Substitute

“FRC appoints”.
Schedule 6, section 3(2)—
Repeal

“Council shall”

Substitute

“FRC must”.

Schedule 6, English text, section 4, heading—
Repeal

“Chairman”

Substitute
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(14)

(15)

(16)

(17)

(18)

“chairperson”.
Schedule 6, section 4(1)—
Repeal

“Chairman of a Review Committee is unable to perform
the functions of his office as Chairman, the Council”

Substitute

“chairperson of a Review Committee is unable to perform
the chairperson’s functions, the FRC”.

Schedule 6, English text, section 4(1)—
Repeal

“temporary Chairman”

Substitute

“temporary chairperson”.

Schedule 6, section 4(1)—

Repeal

“his place during his”

Substitute

“the chairperson’s place during the chairperson’s”.
Schedule 6, section 4(2)—

Repeal

“Chairman, is unable to perform the functions of his
office as member, the Council”

Substitute

“chairperson, is unable to perform the member’s functions,
the FRC”.

Schedule 6, section 4(2)—
Repeal
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“his place during his”
Substitute
“the member’s place during the member’s”.
(19) Schedule 6, English text, section 4(3)—
Repeal
“Chairman” (wherever appearing)
Substitute
“chairperson”.
(20) Schedule 6, Chinese text, section 4(3)—
Repeal
13 ,ﬂﬂaa

Substitute
13 ;H\: 29 .

85. Schedule 7 added
After Schedule 6—
Add

“Schedule 7

[ss. S0A, 50B, 50C
& 61]

Calculation of Levies

1. Levies payable by sellers and purchasers of securities

(1) Subject to subsections (2) and (3), the levy payable
for a sale and purchase of securities is—
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)

3)

(4)

(a) for the seller—0.00015% of the consideration
for the sale; and

(b) for the purchaser—0.00015% of the
consideration for the purchase.

No levy is payable for a sale and purchase of a stock
option.

No levy is payable for a sale and purchase of

securities by an exchange participant, if the exchange

participant—

(a) holds a securities market maker permit in
relation to the securities that is in force at the
time of the sale or purchase; and

(b) makes the sale or purchase in the course of
making a market for the securities.

In this section—

exchange participant (3C%) /12513 ) has the meaning

given by section 1 of Part 1 of Schedule 1 to the
Securities and Futures Ordinance (Cap. 571);

securities market maker permit (FEFHEZHIR) has the

meaning given by section 2 of the Securities and
Futures (Levy) Order (Cap. 571 sub. leg. 7).

Levies payable by PIEs

(1)

)

The levy payable by a PIE for a calendar year is 4.2%
of the prepaid annual listing fee.

For the purposes of subsection (1), the prepaid
annual listing fee is the annual listing fee that is
payable by the PIE to the HKEC in advance in 1
instalment for the calendar year under the Listing
Rules.
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3)

The levy payable by a PIE for a calendar year, as
calculated in accordance with subsection (1), is not
to be adjusted even if the annual listing fee payable
by the PIE to the HKEC for the year is subsequently
adjusted under the Listing Rules.

Levies payable by PIE auditors

(1)

2)

3)

Subject to subsection (2), the levy payable by a PIE
auditor for a calendar year is—

$12,310 x N
where—

N = the number of PIEs for which the auditor is
carrying out, as at 31 December of the
preceding calendar year, an engagement specified
in item 1 of Part 1 of Schedule 1A.

However, if N is 0, the levy payable by the PIE
auditor for the calendar year is $2,000.

For the purposes of subsection (1), a PIE auditor is
carrying out an engagement for a PIE on a day if—

(a) the auditor undertakes the engagement on that
day; or

(b) the auditor has undertaken the engagement
before that day and the engagement has not
been completed by that day.”.
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Part 3
Related and Consequential Amendments

Division 1—Amendments to Professional Accountants
Ordinance (Cap. 50)

86. Section 32B amended (Council’s powers under this Part)
Section 32B(1)(b), before “issue directions”—
Add
“subject to section 32BA,”.

87. Section 32BA added
After section 32B—
Add

“32BA. Practice reviews not to be carried out or continued in
relation to PIE engagements

(1) The Council must not issue any direction under
section 32B(1)(b) that has the effect of—

(a) requiring a practice review to be carried out in
relation to a PIE engagement completed on or
after the commencement date by a specified
practice unit; or

(b) allowing a practice review to be carried out or
continued, after the end of the 5-year period
beginning on the commencement date, in
relation to a PIE engagement completed before
that date by a practice unit.

(2) In this section—



Financial Reporting Council (Amendment) Bill 2018

Part 3—Division 1

Clause 88 C469
commencement date (“E2(H ) means the day on which
the Financial Reporting Council (Amendment)
Ordinance 2018 ( of 2018) comes into operation;
PIE engagement (2% F)4 H#EIHH) has the meaning
given by section 3A of the Financial Reporting
Council Ordinance (Cap. 588);
registered PIE auditor (FEMMS 7 i B #E A% BUAT) has the
meaning given by section 3A of the Financial
Reporting Council Ordinance (Cap. 588);
specified practice unit (f8WJHEH () means a practice
unit that is a registered PIE auditor.”.
88. Section 34 amended (disciplinary provisions)

89.

(1)

2)

Section 34(1)(a)(ia)—

Repeal

“section 317

Substitute

“section 21F or 317,

Section 34(1)(a)(ib)—

Repeal

“section 25, 26, 27 or 28”

Substitute

“section 21C(2), 21D(1) or (2), 25(1) or 26(1) or (2)”.

Section 42CA amended (referral of matter to FRC)

(1)

Section 42CA(1)—
Repeal

everything after “circumstances” and before “even if it

2

may



Financial Reporting Council (Amendment) Bill 2018

Part 3—Division 1
Clause 89 C471

Substitute
“suggesting that—

(a) a practice unit that is a registered PIE auditor
or non-PIE auditor; or

(b) a certified public accountant (practising) who is
a registered responsible person of a registered
PIE auditor,

has committed a practice irregularity within the
meaning of section 4 of the FRC Ordinance, the
Council must refer the matter to the FRC and must

2

not, .

(2) Section 42CA(2)—

Repeal

“Financial Reporting Council Ordinance (Cap. 588)”

Substitute

“FRC Ordinance”.
(3) After section 42CA(2)—

Add

“(3) In this section—

FRC Ordinance (84 [ J5 1% 1)) means the Financial
Reporting Council Ordinance (Cap. 588);

non-PIE auditor (357 F 4 B #8 4% #(HT) has the meaning
given by section 3A of the FRC Ordinance;

registered PIE auditor (i3> 24 B 8 A% BUAT) has the
meaning given by section 3A of the FRC Ordinance;

registered responsible person (i1t £ 35 \) has the meaning
given by section 2(1) of the FRC Ordinance.”.
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Division 2—Amendment to Resolution of the Legislative
Council Establishing Companies Registry Trading Fund
(Cap. 430 sub. leg. B)

90. Schedule 1 amended (services to be provided by the trading fund)
Schedule 1—
Repeal section 6A.
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Explanatory Memorandum

The main purpose of this Bill is to amend the Financial
Reporting Council Ordinance (Cap. 588) (Ordinance) to
enhance the independence of the regulatory regime for auditors
of listed entities, and to provide for registration, recognition,
inspection, investigation and disciplinary matters regarding
those auditors.

The Bill comprises 3 Parts. Part 1 (clauses 1 and 2) provides for
preliminary matters, including the commencement of the Bill.
Part 2 (clauses 3 to 85) sets out the amendments to the
Ordinance. Part 3 (clauses 86 to 90) sets out the related and
consequential amendments to other enactments. The major
clauses are summarized below.

Clause 3 amends the long title of the Ordinance to reflect the
scope of the Ordinance under the new regime.

Definitions

4.

Clause 4 amends and repeals some existing definitions, and
adds new definitions. Some key definitions amended and added
are engagement partner, engagement quality control reviewer,
HKICPA Council, non-practitioner, PIE auditors register,
practice unit, professional standard, quality control system
responsible person, registered responsible person and responsible
person.

Clauses 5 and 6 provide for the interpretation of some key
terms used under the new regime, including non-PIE auditor,
non-PIE engagement, PIE, PIE engagement, recognized PIE
auditor and registered PIE auditor. In particular, a PIE means a
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listed collective investment scheme or a listed corporation the
listed securities of which comprise at least shares or stocks. A
PIE engagement means an engagement specified in Part 1 of
Schedule 1A (see paragraph 56). Clause 6 also provides for the
interpretation of the undertaking and completion of PIE
engagements and non-PIE engagements.

Clause 7 provides for the meaning of practice irregularity by
PIE auditors, non-PIE auditors and registered responsible
persons. The scope of the acts or omissions covered by the
term is largely the same as that covered by the terms “auditing
irregularity” and “reporting irregularity” under the current
Ordinance.

New composition, functions, etc. of FRC

7.

Clause 9 provides for the new composition of the Financial
Reporting Council (FRC).

Clauses 11 and 12 respectively provide for the functions and
powers of the FRC under the new regime. FRC’s new functions
include regulating auditors of listed entities and overseeing the
performance by the Hong Kong Institute of Certified Public
Accountants (HKICPA) of certain functions relating to
registered PIE auditors.

Clause 14 provides for the matters that the FRC may refer to,
or for which the FRC may provide assistance to, certain
authorities (including overseas authorities). Those matters
include cases or complaints concerning misconduct by PIE
auditors or registered responsible persons, or concerning the
undertaking or carrying out of PIE engagements or non-PIE
engagements.
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10.

Clause 19 provides that the financial year of the FRC begins
on 1 April in each calendar year.

Registration and recognition of PIE auditors

11.

12.

Clause 23 adds a new Part 3 to the Ordinance to provide for a
registration and recognition mechanism for PIE auditors.

Division 1 of the new Part 3 (new section 20A) provides for the
interpretation of the terms used in that Part.

Registered PIE auditors

13.

14.

15.

Division 2 of the new Part 3 relates to registered PIE auditors.
Only practice units may apply to be registered as PIE auditors.

Subdivision 1 (new sections 20B to 20F) prohibits certain
activities relating to the undertaking and carrying out of PIE
engagements. Section 20B prohibits a person (other than an
overseas auditor) from undertaking or carrying out any PIE
engagement unless the person is a registered PIE auditor.
Section 20C prohibits a person from holding out as a registered
PIE auditor unless the person is so registered. Sections 20D
and 20E prohibit a person from carrying out any activity as an
engagement partner or engagement quality control reviewer
respectively of a registered PIE auditor unless the person is
registered as such a partner or reviewer. Section 20F provides
that a contravention of any of those prohibitions is an offence
that carries a maximum penalty of a fine of $1,000,000 and
imprisonment for 2 years.

Subdivision 2 (new sections 20G to 20J) provides for the
applications for registration as PIE auditors (registration
application). Section 20G provides that a practice unit may
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16.

17.

18.

19.

make a registration application to the Council of the HKICPA
(HKICPA Council). Section 20H provides for the requirements
for granting a registration application. Section 201 requires the
HKICPA Council to inform an applicant of the outcome of
the application by written notice. Section 20J provides for the
period of validity of the registration.

Subdivision 3 (new sections 20K to 200) provides for the
renewal of registration. Section 20K sets out the time within
which an application for renewal (renewal application
(registration)) is to be made and section 20L provides for the
requirements for granting such an application. Section 20M
requires the HKICPA Council to inform an applicant of the
outcome of the application by written notice. Section 20N
provides that a current registration remains in force until the
determination of the renewal application (registration) takes
effect. Section 200 provides for the period of validity of the
renewed registration.

Subdivision 4 (new sections 20P to 20R) sets out supplementary
provisions relating to registration applications and renewal
applications (registration). In particular, section 20R provides
that it is an offence for a person to make a false or misleading
statement in connection with those applications.

Subdivision 5 (new sections 20S and 20T) provides for certain
powers of the HKICPA Council in relation to the registration
of PIE auditors. The Council may impose and amend
conditions in relation to the registration, and revoke or suspend
the registration on non-disciplinary grounds.

Subdivision 6 (new sections 20U to 20ZA) provides for the
obligations of registered PIE auditors. Sections 20U and 20V
provide that a registered PIE auditor must have certain
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registered responsible persons and that the auditor must not
authorize a person who is not a registered responsible person
to carry out any activity as such a person. Section 20W requires
a registered PIE auditor to provide a registered quality control
system responsible person with sufficient resources and support
to carry out the person’s duties. Section 20X requires a
registered PIE auditor to notify the HKICPA Council if the
auditor fails to meet certain requirements and to take steps to
ensure that the requirements are met within a specified period.
Section 20Y provides for the proposed addition of registered
responsible persons by registered PIE auditors. Sections 20Z
and 20ZA provide for the notification requirements regarding
certain changes in relation to a registered PIE auditor.

Recognized PIE auditors

20.

21.

Division 3 of the new Part 3 relates to recognized PIE auditors.
Only overseas auditors may be recognized as PIE auditors.

Subdivision 1 (new sections 20ZB to 20ZD) prohibits certain
activities relating to the undertaking and carrying out of PIE
engagements by overseas auditors. Section 20ZB prohibits an
overseas auditor from undertaking or carrying out any PIE
engagement unless an application for recognition as a PIE
auditor (recognition application) has been made and granted, or
the auditor has been recognized as a PIE auditor. Section 20ZC
prohibits a person from holding out as a recognized PIE
auditor unless the person is so recognized. Section 20ZD
provides that a contravention of any of those prohibitions is an
offence that carries a maximum penalty of a fine of $1,000,000
and imprisonment for 2 years.
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22.

23.

24.

25.

Subdivision 2 (new sections 20ZE to 20ZJ) provides for
recognition applications. Section 20ZE provides that an
overseas entity may apply to the FRC to grant an approval-in-
principle recognizing an overseas auditor as a PIE auditor of
the entity. Section 20ZF provides for the requirements for
granting a recognition application. Section 20ZG requires the
FRC to inform an applicant of the outcome of the application
by written notice. Sections 20ZH and 20ZI provide that an
approval-in-principle is valid for 6 months and the overseas
auditor is recognized as a PIE auditor of the overseas entity
when the auditor undertakes a PIE engagement for the entity.
Section 20ZJ provides for the period of validity of the
recognition.

Subdivision 3 (new sections 20ZK to 20ZO) provides for the
renewal of recognition. Section 20ZK sets out the time within
which an application for renewal (remewal application
(recognition)) is to be made and section 20ZL provides for the
requirements for granting such an application. Section 20ZM
requires the FRC to inform an applicant of the outcome of the
application by written notice. Section 20ZN provides that a
current recognition remains in force until the determination of
the renewal application (recognition) takes effect. Section 2020
provides for the period of validity of the renewed recognition.

Subdivision 4 (new sections 20ZP and 20ZQ) sets out
supplementary provisions relating to recognition applications
and renewal applications (recognition). In particular, section
20ZQ provides that it is an offence for a person to make a false
or misleading statement in connection with those applications.

Subdivision 5 (new sections 20ZR and 20ZS) provides for
certain powers of the FRC in relation to the recognition of PIE
auditors. The FRC may impose and amend conditions in
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26.

27.

relation to the recognition, and revoke or suspend the
recognition on non-disciplinary grounds.

Subdivision 6 (new sections 20ZT to 20ZW) contains
miscellaneous provisions. Section 20ZT provides that even
though a recognition application has not been made, the FRC
must recognize a Mainland auditor as a PIE auditor if certain
conditions are satisfied. One of the conditions is that there is in
force an agreement between the Mainland of China and Hong
Kong for mutual recognition of qualified auditors from either
jurisdiction (home jurisdiction) to act as auditors of corporations
incorporated in the home jurisdiction and listed in the other
jurisdiction. A Mainland auditor so recognized may only carry
out PIE engagements, in accordance with the China Accounting
Standards for Business Enterprises or the Mainland Auditing
Standards, for the Mainland corporations listed in Hong Kong.

Section 20ZU requires an overseas entity to notify the FRC if
the appointment of a recognized PIE auditor is terminated.
Section 20ZV requires a recognized PIE auditor to notify the
FRC if the auditor fails to meet certain requirements and to
take steps to ensure that the requirements are met within a
specified period. Section 20ZW provides for the notification
requirements regarding certain changes in the particulars of a
recognized PIE auditor.

PIE auditors register

28.

Division 4 of the new Part 3 (new sections 20ZX and 20ZY)
provides for the establishment of the register of PIE auditors
(PIE auditors register). Section 20ZX provides for its contents.
Section 20ZY provides for the inspection of the register and
admissibility as evidence in proceedings of copies of entries in,
or extracts of, the register.
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Inspections and investigations

29.

30.

Clause 24 renumbers the original Part 3 of the Ordinance as
Part 3A. Part 3A of the Ordinance covers inspections and
investigations in relation to PIE auditors, non-PIE auditors and
registered responsible persons under the new regime.

Clause 25 provides for the interpretation of the terms used in
Part 3A of the Ordinance.

Inspections in relation to PIE auditors

31.

Clause 26 adds a new Division 2 (new sections 21A to 21H) to
Part 3A of the Ordinance to provide for inspections in relation
to PIE auditors. Section 21A provides for the appointment of
inspectors. Section 21B provides that an inspection may be
carried out in relation to PIE engagements completed by a PIE
auditor to ascertain whether the auditor has complied with a
provision of the Ordinance or a professional standard. Sections
21C and 21D set out the powers of inspectors. Section 21E
empowers the FRC to require PIE auditors to provide
information for determining various matters relating to
inspections, including the frequency of inspections. Section 21F
provides for the offences regarding non-compliance with
inspectors’ requirements. Section 21G provides for the
preparation of inspection reports and section 21H provides for
the powers of the FRC to take follow-up actions in relation to
inspections, including initiating an investigation in relation to,
or imposing a sanction on, the PIE auditor concerned.

Investigations in relation to PIE auditors, non-PIE auditors, etc.

32.

The new Division 3 of Part 3A of the Ordinance deals with
investigations in relation to PIE auditors, non-PIE auditors and
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registered responsible persons. Clause 31 substitutes the current
section 23 of the Ordinance to provide for the circumstances in
which an investigation may be carried out in relation to a PIE
auditor or registered responsible person. Those include cases
where the FRC has reasonable cause to believe that a PIE
auditor has carried out a PIE engagement in a way that is not
in the public interest, and where the FRC, for considering
whether to impose a sanction on a PIE auditor or registered
responsible person, has reason to inquire into whether the
auditor or person has committed a misconduct. The new
section 23A of the Ordinance provides that the FRC may direct
an investigation to be carried out in relation to a non-PIE
auditor if the FRC has reasonable cause to believe that the
auditor has committed a practice irregularity.

33. Clause 35 substitutes the current sections 25 and 26 of the
Ordinance to provide for the powers of investigators under the
new regime. Clause 40 amends the offence provisions in section
31 of the Ordinance regarding non-compliance with
investigators’ requirements under the new regime. The new
sections 31A and 31B of the Ordinance provide for the
preparation of investigation reports and the powers of the FRC
to take follow-up actions in relation to investigations. The new
section 31C of the Ordinance provides for the circumstances in
which a person may be ordered to pay the costs and expenses
of an investigation.

Disciplinary matters regarding PIE auditors and registered responsible
persons

34. Clause 48 adds a new Part 3B to the Ordinance to provide for
disciplinary matters regarding PIE auditors and registered
responsible persons.
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35.

36.

37.

Division 1 of the new Part 3B (new sections 37A to 37C) deals
with misconduct. Sections 37A and 37B set out what
constitutes misconduct by PIE auditors and registered
responsible persons respectively. Misconduct, among others,
includes an act or omission that, in the FRC’s opinion, is or is
likely to be prejudicial to the interest of the investing public or
the public interest, or that amounts to a practice irregularity.
Section 37C requires the FRC to have regard to certain codes
or guidelines in forming an opinion about whether an act or
omission is or is likely to be prejudicial to the interest of the
investing public or the public interest.

Division 2 of the new Part 3B (new sections 37D to 37H) deals
with the sanctions that may be imposed. Sections 37D and 37E
provide for the sanctions that may be imposed for misconduct
by PIE auditors and registered responsible persons respectively.
Those sanctions include revocation or suspension of
registration or recognition of a PIE auditor and imposing a
pecuniary penalty on a PIE auditor or registered responsible
person. Section 37F provides that the FRC may impose certain
sanctions in relation to a registered PIE auditor or registered
responsible person (such as revoking the registration of the
auditor or removing the person’s name from the list of
registered responsible persons recorded in the PIE auditors
register) in cases not involving misconduct. Section 37G
requires the FRC to give the affected person a reasonable
opportunity of being heard (before imposing any sanction) and
to notify the sanction by written notice. Section 37H provides
that the FRC must not impose a pecuniary penalty unless it
has published the relevant guidelines in the Gazette and has
had regard to the guidelines in imposing the penalty.

Division 3 of the new Part 3B (new sections 371 to 37L)
contains miscellaneous provisions. Section 371 provides that the
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FRC may take certain actions (similar to sanctions that may be
imposed) against a PIE auditor or registered responsible person
with the consent from the auditor or person. Section 37]
provides that the FRC may register an order for paying a
pecuniary penalty with the Court of First Instance. Section
37K provides for the circumstances in which the FRC may
disclose to the public the sanctions imposed or actions taken
against a PIE auditor or registered responsible person.

Reviews and appeals regarding decisions on PIE auditors and registered
responsible persons

38.

39.

40.

41.

Clause 48 also adds a new Part 3C to the Ordinance to provide
for a review and appeal mechanism in relation to decisions on
registration and recognition of PIE auditors, and sanctions
imposed on PIE auditors and registered responsible persons.

Division 1 of the new Part 3C (new section 37M) provides for
the interpretation of the terms used in that Part.

Division 2 of the new Part 3C (new sections 37N to 37P)
provides for a Public Interest Entities Auditors Review Tribunal
(Tribunal). Sections 37N and 370 provide for the establishment
and jurisdiction of the Tribunal respectively. Section 37P
provides that additional tribunals may be established if the
Chief Executive considers it appropriate to do so.

Division 3 of the new Part 3C (new sections 37Q to 37ZC)
provides for the review of specified decisions by the Tribunal.
Sections 37Q and 37R provide for the application for review
(review application) and the extension of time for a review
application respectively. Section 37S provides for the withdrawal
of a review application. Section 37T provides that the Tribunal
may confirm, vary or set aside a specified decision or remit the
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42.

43.

44.

matter in question to the authority that made the decision.
Section 37U provides for the Tribunal’s powers for the purpose
of a review and the offences for certain acts in relation to a
review (such as failing to comply with a requirement of the
Tribunal or disrupting a sitting of the Tribunal).

Section 37V provides that sittings of the Tribunal must be held
in public. Section 37W provides for the use of incriminating
evidence in a review and section 37X provides for the powers
of the Tribunal to deal with contempt. Section 37Y provides
that the Tribunal may award costs in relation to a review.
Section 37Z requires the Tribunal to issue its determination and
order to parties to the review and section 37ZA provides for
the form and proof of the determinations and orders of the
Tribunal. Section 37ZB provides that the Court of First
Instance may register a determination or order of the Tribunal
and that the registered determination or order is to be regarded,
for its enforcement, as a determination or order of the Court
of First Instance.

Division 4 of the new Part 3C (new sections 37ZD and 37ZE)
provides for the time when specified decisions take effect and
applications for a stay of execution of determinations or orders
of the Tribunal.

Division 5 of the new Part 3C (new sections 37ZF to 37Z1)
provides for appeals against the Tribunal’s determinations.
Section 37ZF provides that a party to a review may, with leave,
appeal to the Court of Appeal against the Tribunal’s
determinations. Section 37ZG provides for the application for
leave to appeal. Section 37ZH provides that the Court of
Appeal may allow or dismiss an appeal, vary or set aside a
determination of the Tribunal or remit the matter in question
to the Tribunal or the authority that made the specified
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45.

decision concerned. Section 37ZI provides that a party to an
appeal may apply to the Court of Appeal for a stay of
execution of a determination of the Tribunal.

Division 6 of the new Part 3C (new section 37ZJ) provides
powers for the Chief Justice to make rules regarding reviews
and appeals, and applications for a stay of execution of the
Tribunal’s determinations or orders.

Amendments to Part 4 of Ordinance

46.

Clauses 49 to 61 make minor textual amendments to various
sections in Part 4 of the Ordinance. That Part deals with
enquiries initiated by the FRC into non-compliances with
regulatory requirements for financial reports of listed entities.

Levies payable to FRC

47.

Clause 62 adds a new Part 4A (new sections 50A to 50G) to
the Ordinance to provide for the levies payable to the FRC.
Section 50A provides for the levy payable by sellers and
purchasers in securities transactions. Section 50B provides for
the levy payable by PIEs. Section 50C provides for the levy
payable by PIE auditors. Section 50D provides for the
circumstances in which the FRC may make recommendations
for reduction of levies. Section 50E provides that the levies paid
are not refundable. Section 50F provides that the FRC may
recover any levy payable to it as a civil debt. Section 50G
empowers the FRC to authorize persons to inspect and make
copies of the accounts kept for the purposes of the new Part
4A, including those kept by the HKICPA relating to the
collection and payment of levies payable by registered PIE
auditors.
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Amendments to Part 5 of Ordinance

48.

49.

50.

51.

52.

Clauses 63 to 70 make consequential and textual amendments
to various sections in Part 5 of the Ordinance. Those sections
deal with miscellaneous matters such as preservation of secrecy,
avoiding conflict of interest and immunity.

Clause 71 adds a new section 59A to the Ordinance to provide
for the interpretation of “a reasonable excuse” in an offence
provision.

Clause 72 amends section 60 of the Ordinance to provide for
the notices and other documents to which that section applies.

Clause 73 adds new sections 60A to 60D to the Ordinance.
Sections 60A and 60B provide powers for the Chief Executive
in Council and the FRC respectively to make regulations for
the purposes of the Ordinance. Section 60C requires the FRC
to publish draft regulations for inviting representations by the
public if it proposes to make regulations. Section 60D provides
that the FRC may specify forms.

Clause 74 amends section 61 of the Ordinance to provide for
the amendment of different Schedules by the Secretary for
Financial Services and the Treasury, the Legislative Council
and the Chief Executive in Council.

Savings and transitional arrangements

53.

Clause 75 adds a new Part 7 (new sections 87 to 93) to the
Ordinance to provide for the savings and transitional
arrangements for the Bill.
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54.

55.

Sections 88 and 90 provide for the circumstances in which a
practice unit or an overseas auditor that has, before the
commencement date of the Bill (commencement date),
undertaken but not yet completed a PIE engagement may be
taken to be a registered PIE auditor or recognized PIE auditor
during the transitional period. Section 89 provides for the
circumstances in which an individual who has been authorized
by a practice unit to carry out an activity as a responsible
person may be taken to be a registered responsible person.
Section 91 provides that information relating to such practice
units and overseas auditors is to be entered in the PIE auditors
register.

Section 92 provides that the Ordinance as in force immediately
before the commencement date (pre-amended Ordinance)
continues to apply in relation to any investigation initiated
under the pre-amended Ordinance before that date. Section 93
provides that investigations may be initiated under the pre-
amended Ordinance in relation to certain engagements
completed for listed entities before that date.

PIE engagements and non-PIE engagements

56.

Clause 77 adds a new Schedule 1A to the Ordinance. Part 1 of
that Schedule sets out the types of engagements that are PIE
engagements. They include the preparation of an auditor’s
report in relation to the financial statements or annual accounts
of a PIE, the preparation of a report to be included in a listing
document of a corporation (whether listed or not) for the
listing of its shares or stocks, or of a collective investment
scheme (whether listed or not), and the preparation of an
accountant’s report to be included in a circular of a PIE for a
reverse takeover or very substantial acquisition.
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57.

Part 2 of that Schedule sets out the types of engagements that
are non-PIE engagements. They include the preparation of an
auditor’s report in relation to the financial statements or annual
accounts of a non-PIE, and the preparation of a report to be
included in a listing document of a corporation (whether listed
or not) for the listing of its securities (other than shares and
stocks).

Office of FRC members, FRC meetings, etc.

58.

Clause 78 repeals the current Schedule 2 and replaces it with a
new Schedule 2 that deals with the proceedings of the FRC.
That Schedule contains 5 Parts. Part 1 deals with the
interpretation of the terms used in that Schedule. Part 2 deals
with the office of FRC members, including their functions,
terms and conditions of their office, and their resignation and
removal. Part 3 deals with the acting arrangements in
circumstances where the chairperson or chief executive officer
of the FRC is unable to perform their respective functions. Part
4 provides for matters relating to meetings, including quorum
requirements, voting and written resolution. Part 5 contains
miscellaneous matters, including committees, and the use of the
seal of the FRC.

Non-delegable functions of FRC and fees for various matters

59.

Clause 80 adds new Schedules 3A and 3B to the Ordinance.
Schedule 3A sets out the functions of the FRC that must not
be delegated. Schedule 3B specifies the fees that are payable for
various matters, including registration and recognition of PIE
auditors, renewal of registration and recognition, and providing
copies of entries in, and extracts of, the PIE auditors register.
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Amendments to Schedule 4 to Ordinance

60.

Clause 81 amends Schedule 4 to the Ordinance by making
minor textual amendments. That Schedule deals with matters
relating to the Audit Investigation Board established by section
22(1) of the Ordinance. A new subsection (1A) is also added to
section 4 of that Schedule to provide for the person who is to
preside at a meeting of the Board.

Matters relating to Tribunal

61.

Clause 82 adds a new Schedule 4A to the Ordinance to provide
for various matters relating to the Tribunal. That Schedule
contains 13 sections. Section 1 provides for the interpretation
of the terms used in that Schedule. Sections 2 and 3 provide for
the appointment of the chairperson and members of the
Tribunal panel, and section 4 provides for their resignation and
removal. Section 5 provides for the appointment and
resignation of ordinary members for a review. Section 6
provides that the chairperson and ordinary members are
entitled to be paid for their services. Section 7 provides for the
acting arrangements in circumstances where the chairperson or
an ordinary member is unable to perform their respective
functions. Section 8 provides for, among others, situations
involving changes in the membership of the Tribunal. Sections
9, 10 and 11 provide for various matters, including the sittings
of the Tribunal, preliminary conferences and consent orders.
Section 12 provides for the circumstances in which the
chairperson may act as the sole member of the Tribunal and
section 13 provides for the privileges and immunities regarding
a review before the Tribunal.
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Calculation of levies

62.

Clause 85 adds a new Schedule 7 to the Ordinance to provide
for the calculation of levies payable to the FRC by sellers and
purchasers in securities transactions, PIEs and PIE auditors.

Related and consequential amendments to other enactments

63.

64.

65.

Part 3 of the Bill makes related and consequential amendments
to the Professional Accountants Ordinance (Cap. 50) (PAO)
and the Resolution of the Legislative Council establishing the
Companies Registry Trading Fund (Cap. 430 sub. leg. B)
(Trading Fund Resolution). Clause 87 adds a new section 32BA
to the PAO to provide that the HKICPA Council must not
issue any direction that has the effect of, among others,
requiring a practice review to be carried out in relation to any
PIE engagement completed on or after the commencement
date. Clause 88 updates the references to various provisions of
the Ordinance in section 34 of the PAO.

Clause 89 makes consequential amendments to section 42CA
of the PAO to provide for the circumstances in which the
HKICPA Council must refer a matter to the FRC.

Clause 90 repeals section 6A of Schedule 1 to the Trading
Fund Resolution as the trading fund will no longer support the
operation of the FRC under the new regime.
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