
 

By email (response@hkex.com.hk) and by hand 

 
13 December 2018 
 
Our Ref.: C/CFAP/SMPC/PAIBC, BH43013 
 
Hong Kong Exchanges and Clearing Limited 
8th Floor, Two Exchange Square 
8 Connaught Place, Central 
Hong Kong 
 
 
Dear Sirs, 
 
Re: Consultation Paper on Proposal relating to Listed Issuers with Disclaimer 
or Adverse Audit Opinion on Financial Statements 
 

Thank you for agreeing an extension to the original deadline for the Hong Kong 
Institute of CPAs ("the Institute") to consult members and submit comments in 
response to the above consultation paper. Clearly, we are one of the main 
stakeholders in relation to this consultation, as the body authorised by law to 
register and grant practising certificates to certified public accountants in Hong 
Kong, where holding a practising certificate is a precondition for performing statutory 
audits.   
 
In principle, the Institute supports initiatives that strengthen market regulation and 
investor protection and maintain Hong Kong's position and reputation as a major 
international market.   
 
In relation to Question 1, we understand HKEX's concern and the objective of 
further enhancing investor protection, by safeguarding the quality and reliability of 
the financial information published by listed issuers, and encouraging issuers to 
maintain appropriate and effective risk management and internal control systems.  
We acknowledge that disclaimers of opinion and adverse opinions are potentially 
indicators of serious issues – in the words of the standards "significant and 
pervasive". For this reason, we would also agree that audit disclaimers/ adverse 
opinions may be a factor in determining whether a suspension should be called for. 
Nevertheless, we have reservations about the current proposal, in which they would 
automatically trigger a suspension of trading because there are other considerations 
that may need to be weighed in the balance. The proposal appears to envisage that 
issuers will be incentivised to address the issues underlying audit disclaimers/ 
adverse opinions more promptly in order to avoid a trading suspension and, 
potentially thereafter, being delisted. We believe that this may reflect an overly 
simplistic view.    
 
In the course of our internal consultations, members of the Institute have pointed to 
various pitfalls and problems with the proposed new rule, which would create a 
direct cause and effect relationship between an audit disclaimer/ adverse opinion 
and a suspension of trading. Further details about these concerns are contained in 
Appendix 1 to the questionnaire.   
  

 

https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf
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At a technical level, we would also draw your attention to certain considerations and 
constraints under the companies law and accounting and audit standards, in relation 
to performing an update audit or a single financial statement audit as a precursor to 
resuming trading, which need to be taken into account.  
 
The completed questionnaire and relevant appendices, which explain the Institute's 
views in more detail, are attached. 
 
Should you have any questions on the Institute's submission, please feel free to 
contact me at the Institute. 
 
 
Yours faithfully, 
 
 
Chris Joy 
Executive Director 
 
CJ/PMT/NCL/pk 
Encl. 
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QUESTIONNAIRE ON PROPOSAL RELATING TO LISTED ISSUERS WITH 
DISCLAIMER OR ADVERSE AUDIT OPINION ON FINANCIAL STATEMENTS 

 
We invite interested parties to respond to the Consultation Paper on Proposal relating 

to Listed Issuers with Disclaimer or Adverse Audit Opinion on Financial Statements 

(Consultation Paper), which can be downloaded from the HKEX website at: 

http://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Pre

sent/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf 

 

This Questionnaire contains the Privacy Policy Statement; Part A: General Information 

of Respondents; and Part B: Consultation Questions.  

 

All responses should be made in writing by completing and returning to HKEX both 

Part A and Part B of this Questionnaire no later than 30 November 2018 by one of the 

following methods: 

 

By mail or  Hong Kong Exchanges and Clearing Limited 

hand delivery to: 8th Floor, Two Exchange Square 

  8 Connaught Place 

 Central 

 Hong Kong 

  

Re: Consultation Paper on Proposal relating to 

Listed Issuers with Disclaimer or Adverse Audit 

Opinion on Financial Statements 

     

By fax to: (852) 2524-0149 

By e-mail to: response@hkex.com.hk 

 

                    Please mark in the subject line:  

 

Re: Consultation Paper on Proposal relating to 

Listed Issuers with Disclaimer or Adverse Audit 

Opinion on Financial Statements 

                                                         

Our submission enquiry number is (852) 2840-3844. 

 

The names of person who submit comments together with the whole or part of their 
submissions may be disclosed to members of the public. If you do not wish your name 
to be published, please indicate so in Part A.  

http://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf
http://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf
mailto:response@hkex.com.hk
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Privacy Policy Statement 

 

Hong Kong Exchanges and Clearing Limited, and from time to time, its subsidiaries 

(together the "Group") (and each being "HKEX", "we", "us" or "member of the 

Group" for the purposes of this Privacy Policy Statement as appropriate) recognise 

their responsibilities in relation to the collection, holding, processing, use and/or 

transfer of personal data under the Personal Data (Privacy) Ordinance (Cap. 486) 

("PDPO"). Personal data will be collected only for lawful and relevant purposes and all 

practicable steps will be taken to ensure that personal data held by us is accurate. We 

will use your personal data which we may from time to time collect in accordance with 

this Privacy Policy Statement.  

 

We regularly review this Privacy Policy Statement and may from time to time revise it 

or add specific instructions, policies and terms. Where any changes to this Privacy 

Policy Statement are material, we will notify you using the contact details you have 

provided us with and, where required by the PDPO, give you the opportunity to opt out 

of these changes by means notified to you at that time. Otherwise, in relation to 

personal data supplied to us through the HKEX website or otherwise, continued use by 

you of the HKEX website or your continued relationship with us shall be deemed to be 

your acceptance of and consent to this Privacy Policy Statement, as amended from 

time to time.  

 

If you have any questions about this Privacy Policy Statement or how we use your 

personal data, please contact us through one of the communication channels set out in 

the "Contact Us" section below.  

 

We will take all practicable steps to ensure the security of the personal data and to 

avoid unauthorised or accidental access, erasure or other use. This includes physical, 

technical and procedural security methods, where appropriate, to ensure that the 

personal data may only be accessed by authorised personnel.  

 

Please note that if you do not provide us with your personal data (or relevant personal 

data relating to persons appointed by you to act on your behalf) we may not be able to 

provide the information, products or services you have asked for or process your 

requests, applications, subscriptions or registrations, and may not be able to perform 

or discharge the Regulatory Functions (defined below). 
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Purpose 

 

From time to time we may collect your personal data including but not limited to your 

name, mailing address, telephone number, email address, date of birth and login name 

for the following purposes:  

 

1. to process your applications, subscriptions and registration for our products and 

services; 

2. to perform or discharge the functions of HKEX and any company of which HKEX is 

the recognised exchange controller (as defined in the Securities and Futures 

Ordinance (Cap. 571)) ("Regulatory Functions") 

3. to provide you with our products and services and administer your account in 

relation to such products and services; 

4. to conduct research and statistical analysis;  

5. to process your application for employment or engagement within HKEX to assess 

your suitability as a candidate for such position and to conduct reference checks 

with your previous employers; and 

6. other purposes directly relating to any of the above. 

 

Direct marketing 

 

Where you have given your consent and have not subsequently opted out, we may 

also use your name, mailing address, telephone number and email address to send 

promotional materials to you and conduct direct marketing activities in relation to 

HKEX financial services and information services, and financial services and 

information services offered by other members of the Group.  

 

If you do not wish to receive any promotional and direct marketing materials from us or 

do not wish to receive particular types of promotional and direct marketing materials or 

do not wish to receive such materials through any particular means of communication, 

please contact us through one of the communication channels set out in the "Contact 

Us" section below. To ensure that your request can be processed quickly please 

provide your full name, email address, log in name and details of the product and/or 

service you have subscribed.  
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Identity Card Number 

 

We may also collect your identity card number and process this as required under 

applicable law or regulation, as required by any regulator having authority over us and, 

subject to the PDPO, for the purpose of identifying you where it is reasonable for your 

identity card number to be used for this purpose. 

 

Transfers of personal data for direct marketing purposes 

 

Except to the extent you have already opted out we may transfer your name, mailing 

address, telephone number and email address to other members of the Group for the 

purpose of enabling those members of the Group to send promotional materials to you 

and conduct direct marketing activities in relation to their financial services and 

information services. 

 

Other transfers of your personal data 

 

For one or more of the purposes specified above, your personal data may be:  

 

1. transferred to other members of the Group and made available to appropriate 

persons in the Group, in Hong Kong or elsewhere and in this regard you consent to 

the transfer of your data outside of Hong Kong;  

2. supplied to any agent, contractor or third party who provides administrative, 

telecommunications, computer, payment, debt collection, data processing or other 

services to HKEX and/or any of other member of the Group in Hong Kong or 

elsewhere; and 

3. other parties as notified to you at the time of collection. 
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How we use cookies 

 

If you access our information or services through the HKEX website, you should be 

aware that cookies are used. Cookies are data files stored on your browser. The HKEX 

website automatically installs and uses cookies on your browser when you access it. 

Two kinds of cookies are used on the HKEX website:  

 

Session Cookies: temporary cookies that only remain in your browser until the time 

you leave the HKEX website, which are used to obtain and store configuration 

information and administer the HKEX website, including carrying information from one 

page to another as you browse the site so as to, for example, avoid you having to 

re-enter information on each page that you visit. Session cookies are also used to 

compile anonymous statistics about the use of the HKEX website. 

 

Persistent Cookies: cookies that remain in your browser for a longer period of time 

for the purpose of compiling anonymous statistics about the use of the HKEX website 

or to track and record user preferences.  

 

The cookies used in connection with the HKEX website do not contain personal data. 

You may refuse to accept cookies on your browser by modifying the settings in your 

browser or internet security software. However, if you do so you may not be able to 

utilise or activate certain functions available on the HKEX website. 

 

Compliance with laws and regulations 

 

HKEX and other members of the Group may be required to retain, process and/or 

disclose your personal data in order to comply with applicable laws and regulations or 

in order to comply with a court order, subpoena or other legal process (whether in 

Hong Kong or elsewhere), or to comply with a request by a government authority, law 

enforcement agency or similar body (whether situated in Hong Kong or elsewhere) or 

to perform or discharge the Regulatory Functions. HKEX and other members of the 

Group may need to disclose your personal data in order to enforce any agreement with 

you, protect our rights, property or safety, or the rights, property or safety of our 

employees, or to perform or discharge the Regulatory Functions. 
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Corporate reorganisation 

 

As we continue to develop our business, we may reorganise our group structure, 

undergo a change of control or business combination. In these circumstances it may 

be the case that your personal data is transferred to a third party who will continue to 

operate our business or a similar service under either this Privacy Policy Statement or 

a different privacy policy statement which will be notified to you. Such a third party may 

be located, and use of your personal data may be made, outside of Hong Kong in 

connection with such acquisition or reorganisation. 

 

Access and correction of personal data 

 

Under the PDPO, you have the right to ascertain whether we hold your personal data, 

to obtain a copy of the data, and to correct any data that is inaccurate. You may also 

request us to inform you of the type of personal data held by us. All data access 

requests shall be made using the form prescribed by the Privacy Commissioner for 

Personal Data ("Privacy Commissioner") which may be found on the official website 

of the Office of the Privacy Commissioner or via this link  

https://www.pcpd.org.hk/english/publications/files/Dforme.pdf  

 

Requests for access and correction of personal data or for information regarding 

policies and practices and kinds of data held by us should be addressed in writing and 

sent by post to us (see the "Contact Us" section below).  

 

A reasonable fee may be charged to offset our administrative and actual costs incurred 

in complying with your data access requests. 

 

Termination or cancellation 

 

Should your account or relationship with us be cancelled or terminated at any time, we 

shall cease processing your personal data as soon as reasonably practicable following 

such cancellation or termination, provided that we may keep copies of your data as is 

reasonably required for archival purposes, for use in relation to any actual or potential 

dispute, for the purpose of compliance with applicable laws and regulations and for the 

purpose of enforcing any agreement we have with you, for protecting our rights, 

property or safety, or the rights, property or safety of our employees, and for 

performing or discharging our functions, obligations and responsibilities. 

 

 

https://www.pcpd.org.hk/english/publications/files/Dforme.pdf
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General 

 

If there is any inconsistency or conflict between the English and Chinese versions of 

this Privacy Policy Statement, the English version shall prevail. 

 

Contact us 

 

By Post: 

 

Personal Data Privacy Officer 

Hong Kong Exchanges and Clearing Limited 

50/F., One Exchange Square 

8 Connaught Place 

Central 

Hong Kong 

 

By Email: 

DataPrivacy@HKEX.COM.HK 

 

  

mailto:DataPrivacy@HKEX.COM.HK


8 
 

Part A General Information of the Respondent 
 
(1) Please state whether your response represents your personal or your 

company/entity’s view by checking () the boxes below and filling in the 
information as appropriate:  

 
 Company/Entity view 

 

Company/Entity name*: Hong Kong Institute of Certified Public Accountants  

Company/Entity type*: 

 

 Listed company  HKEX Participant 

 Investment Management Firm Corporate Finance Firm  

 Law Firm  Accountancy Firm 

 Professional body / Industry association 

 None of the above (Type:                            ) 

Contact person*: Mr / Ms / Mrs Chris Joy 

Title: Executive Director 

Phone no.*:  22877372 Email address: chris@hkicpa.org.hk 

 

  
 Personal view 

 

Respondent’s full name*: Mr / Ms / Mrs         

Phone no.*:        Email address:       

Among the following, please select the one best describing your position*: 

  Listed company staff  HKEX participant staff      Individual investor   

  Investment Management staff   Corporate Finance staff   Lawyer 

  Accountant             None of the above (Type:                       ) 

 
Important note: All fields marked with an asterisk (*) are mandatory.  HKEX 
may use the contact information above to verify the identity of the 
respondent.  Responses without valid contact details may be treated as 
invalid. 
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(2) Disclosure of identity 

HKEX may publish the identity of the respondent together with Part B of this 
response to the members of public.  Respondents who do not wish their identities 
to be published should check the box below:  
 

 I/We do not wish to disclose my/our identity to the members of the public. 

 

 

 

 

_________________________     

Signature (with Company/Entity Chop if the response represents company/entity view) 
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Part B Consultation Questions 
 
Please indicate your preference by checking the appropriate boxes.  Please reply to 
the questions below that are raised in the Consultation Paper downloadable from the 
HKEX website at:  

http://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Pre

sent/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf 

 
Where there is insufficient space provided for your comments, please attach additional 
pages. 
 
1. Do you agree with the proposal to add a Rule to require trading suspension if an 

issuer has published a preliminary annual results announcement and its auditor 
has issued, or has indicated that it will issue, a disclaimer or an adverse opinion 
on the issuer’s financial statements?  

   
 Yes 

 
 No 

 
If your answer is “No”, please give reasons for your views. 

  

  
  

2. Do you agree with the proposed Rule 13.50A to require the issuer to address the 
issues giving rise to the disclaimer or adverse opinion, provide comfort that a 
disclaimer or adverse opinion in respect of such issues would no longer be 
required, and disclose sufficient information for investors to assess its updated 
financial position before trading resumption (as described in paragraph 32 of the 
Consultation Paper)?   
 

 Yes 
 

 No 
 

In principle, the Institute supports initiatives that strengthen market regulation 
and investor protection and maintain Hong Kong's position and reputation as a 
major international market. However, while we do not object to the idea of a 
disclaimer of opinion/ adverse opinion in the auditor's report being a factor in 
considering whether a suspension of trading in the relevant issuer's shares is 
called for, we have reservations about the current proposal, in which a 
disclaimer of opinion/ adverse opinion would automatically trigger a suspension 
of trading. This is because in our view there are other considerations that may 
need to be weighed in the balance. 
 
Please refer to Appendix 1 for our detailed comments.  

http://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf
http://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2018-Adverse-Audit-Opinion/Consultation-Paper/cp201809.pdf
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If your answer is “No”, please give reasons for your views. 
  

  

 

- End - 

Subject to our comments on Question 1, in principle we agree that if an issuer's 
shares have been suspended and one of the factors is that the issuer has 
received a disclaimer of opinion/ adverse opinion in the auditor's reports, the 
underlying issues given rise to the audit opinion need to be addressed.  
 
However, at the same time, we are concerned that there may be an implicit view 
that there is an onus and responsibility on the auditors to take steps to ensure 
that the issues giving rise to disclaimers and adverse opinions are addressed 
and remedied. This would not be a correct or helpful perception, and it must be 
made clear that the primary responsibility for addressing the underlying issue 
lies with issuer. 
 
We would also like to bring to HKEX's attention the technical comments set out 
in Appendix 2 .   
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Hong Kong Institute of CPA's comments on HKEx Consultation Paper on Proposal 

Relating to Listed Issuers with Disclaimer or Adverse Audit Opinion on Financial 

Statements 

 

Q1. Do you agree with the proposal to add a Rule to require trading suspension if 

an issuer has published a preliminary annual results announcement and its 

auditor has issued, or has indicated that it will issue, a disclaimer or an adverse 

opinion on the issuer's financial statements? If not, why? 

 

Our response: 

 

In principle, the Institute supports initiatives that strengthen market regulation and 

investor protection and maintain Hong Kong's position and reputation as a major 

international market.   

 

We understand concerns raised by HKEX and the objective of further enhancing 

investor protection, by safeguarding the quality and reliability of the financial 

information published by listed issuers, and encouraging issuers to maintain 

appropriate and effective risk management and internal control systems. Disclaimers 

of opinion and adverse opinions are potentially indicators of serious issues with the 

financial reporting of an issuer – in the words of the standards "significant and 

pervasive". For this reason, we would also agree that audit disclaimers/ adverse 

opinions may be taken into account in determining whether a suspension should be 

called for. Nevertheless, we have reservations about the current proposal, in which 

they would automatically trigger a suspension of trading, because there are other 

considerations that may need to be weighed in the balance. The proposal appears to 

envisage that issuers will be incentivised to address the issues underlying audit 

disclaimers/ adverse opinions more promptly, in order to avoid a trading suspension 

and, potentially thereafter, being delisted. We believe that this may reflect an overly 

simplistic view.    

 

While the threat of suspension may expedite action by the issuer to address the issues 

leading to the disclaimer/ adverse opinion, given the limited timeframes within which any 

matters leading to a suspension would need to be resolved, under the recently-revised 

delisting regime (18 months for a main board listed issuer and 12 months for GEM listed 

issuer), the proposal may also create pressures that could precipitate the collapse of a 

company rather than encourage it to "get its house in order". 

 Appendix 1 
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While we accept, therefore, that an audit disclaimer/ adverse opinion may be a factor 

leading to a suspension of trading, and this can be clearly expressed to issuers, we 

would not support the establishment of a direct cause and effect relationship between an 

audit disclaimer/ adverse opinion and a suspension of trading, i.e., that disclaimer/ 

adverse opinion would trigger an automatic and immediate suspension.    

 

The proposals in the consultation paper, or specific aspects of them, have been referred 

to and discussed by various committees within the Institute, including the Audit and 

Assurance Standards Committee, the Small and Medium Practitioners Committee, the 

Professional Accountants in Business Committee, the Corporate Finance Advisory Panel 

and the Restructuring and Insolvency Faculty Executive Committee. Institute members 

have highlighted the following possible drawbacks and concerns in relation to the 

proposals: 

 

(i) Audit disclaimers/ adverse opinions are not a black and white issue. HKEX 

should seek to understand the underlying reasons for their issuance and 

consider whether, e.g., the impact has already been reflected in the issuer's 

share price and the extent to which the related information leading to the 

opinion has already been fully disclosed to the public, before deciding whether 

to suspend trading of the issuer's shares. The disclaimer/ adverse opinion 

should not be the sole and dominant factor triggering a suspension.  

 

It may be, for example, that an issuer has overseas investments and more 

time may be required to obtain a valuation report for audit purposes. A 

disclaimer of opinion could be issued in the absence of the valuation report as 

at the date of audit report only. The listed issuer may not be involved in any 

irregularities or misconduct but, if the proposed is implemented, would be 

subject to suspension primarily for technical reasons. 

 

(ii) An issuer's bank/ loan covenant could be breached due to the suspension and 

the bank/ creditors may call in the loans from the issuer, potentially 

precipitating its collapse. The suspension could also provide an opportunity 

for the issuer's controlling shareholders to buy out the company at a 

significantly discounted price. These scenarios would be detrimental to 

minority shareholders.  
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(iii) A trading suspension of a financially distressed issuer's shares would 

dramatically increase the difficulties for it to be restructured/ rescued, on the 

basis that it, upon suspension, it would become more difficult to raise funds 

from financial institutions or to attract investors.  

 

A provisional liquidator/ liquidator would normally appoint new auditors when 

restructuring a financially-distressed issuer and inviting interest from potential 

"white knights", with the aim of effecting a resumption trading of the shares. 

Commonly, the new auditors would issue a disclaimer opinion due to the 

winding-up petition or going concern issues. It could also be that historical 

records may be missing and key management personnel cannot be contacted. 

In this situation, auditors will issue a disclaimer. Under the proposal, the 

restructuring plan could not be executed as a resumption of trading would not 

be allowed, unless and until the disclaimer were removed.  

 

In Appendix II to the consultation paper, there are examples where 

disclaimers were given, the issues were finally resolved and the company 

resumed trading. If the proposed rule had been implemented at that time, the 

relevant companies could have collapsed due to the high risk of delisting 

perceived by the potential “white knight”.  

 

(iv) There are various situations beyond the control of the issuer that could lead to 

a disclaimer or adverse audit opinion on the financial statements. In many 

cases, the underlying cause for the opinion is the issuer's governance, 

internal control and risk management matters. These matters may not be 

easily resolved within a short period of time, even where the management is 

cooperating with the auditors and HKEX to resolve the issues. 

 

(v) Concerns have been expressed by some auditors that the proposals will lead 

to additional pressure from clients not to issue disclaimers of opinion or 

adverse opinions. In an international market like Hong Kong with mature and 

professional relationships between client and auditor, and an audit profession 

that prides itself on ethics and integrity, we believe that auditors will continue 

to issue disclaimers of opinion or adverse opinions when, and only when, they 

are justified and necessary, and will not be dissuaded from doing so where 

they are called for. However, at the same time, we are concerned that there 
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may be an implicit view that there is an onus and responsibility on the auditors 

to take steps to ensure that the issues giving rise to disclaimers and adverse 

opinions are addressed and remedied. This would not be a correct or helpful 

perception, when the primary responsibility clearly lies with the issuers. 

   

(vi) It is noted that, in the United Kingdom, the Financial Conduct Authority is 

authorised to suspend trading of a listed issuer's shares if the issuer is unable 

to assess accurately its financial position and inform the market accordingly. 

At the same time, in contrast to the current proposal, this does not mean that 

an issuer in the United Kingdom will immediately be suspended from trading 

upon issuance of a disclaimer/ adverse opinion. 

 

(vii) One possible option might be to make clear that the likelihood of 

suspending trading of an issuer's shares will substantially increase if an 

issuer receives a disclaimer or an adverse audit opinion for two years 

consecutively. Listed issuers would be fully aware of the consequence 

when they receive a first disclaimer or an adverse audit opinion and, if they 

have failed to take sufficient action to show that the underlying issues have 

been, or shortly will be, resolved, then a suspension would clearly be 

called for.  
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Q2.  Do you agree with the proposed Rule 13.50A to require the issuer to 

address the issues giving rise to the disclaimer or adverse opinion, 

provide comfort that a disclaimer or adverse opinion in respect of such 

issues would no longer be required, and disclose sufficient information for 

investors to assess its updated financial position before trading 

resumption (as described in paragraph 32 above)? If not, why? 

 

Institute response  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The consultation paper states: 

 

"32. Once suspended, an issuer must remedy the issues to bring itself into Rule 

re-compliance and resume trading. Under proposed Rule 13.50A, the issuer 

should resolve the issues giving rise to a disclaimer or adverse audit opinion, 

produce financial information to reflect the updated financial position, and 

provide comfort from the auditor that the disclaimer or adverse opinion would 

be removed. For example, this may involve: 

 

(i) a full financial year audit14 or a special interim audit of the issuer’s 

financial statements (see example in paragraphs 35 and 36); or 

 

(ii) a special engagement of the auditor to perform audit on a single financial 

statement of the issuer (e.g. the statement of financial position) or a 

specific element, account or item of a financial statement15. 

 

Footnote 14  For example if the issuer is suspended due to a disclaimer of opinion on its FY2019 

financial statements, this may require i) an audit of the issuer’s financial statements 

for FY2020; or ii) an update audit of the FY2019 financial statements. 

 

Footnote 15 Under HKSA 805 (Revised), the auditor can perform an audit of a single financial 

statement (e.g. statement of financial position) or of a specific element, account or 

item of a financial statement (e.g. accounts receivable). The auditor shall apply the 

requirements in HKSA 700 (Revised) in forming an opinion on whether the single 

financial statement or an element of a financial statement (i) presents fairly, in all 

material respects, or (ii) gives a true and fair view, in accordance with the 

applicable financial reporting framework. The appropriateness of this comfort 

would depend on the circumstances of the issuer giving rise of the modified 

opinion. 

Appendix 2 
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Subject to our comments on Question 1, in principle, we agree that if an issuer's 

shares have been suspended and one of the factors is that the issuer has received a 

disclaimer of opinion/ adverse opinion in the auditor's reports, the underlying issues 

giving rise to the audit opinion need to be addressed. However, at the same time, we 

are concerned that there may be an implicit view that there is an onus and 

responsibility on the auditors to take steps to ensure that the issues giving rise to 

disclaimers and adverse opinions are addressed and remedied. This would not be a 

correct or helpful perception, and it must be made clear that the primary responsibility 

for addressing the underlying issues lies with issuer. 

 

We would also like to bring the following comments on Question 2 to HKEX's attention: 

 

1. In Footnote 14 in the consultation paper, HKEX gives an example of 

re-performing an update audit of the financial statements resulting in a disclaimer 

of opinion. Whilst, in principle, we may be more supportive of option (i) to perform 

an audit of a full year or interim financial statements, it is not a common practice 

to perform an update audit of the same set of financial statements. 

 

2. The Companies (Revision of Financial Statements and Reports) Regulation (Cap. 

622F)(Regulation) provides a statutory mechanism that enables the directors of 

a company to revise financial statements where it appears to the directors that 

the original financial statements did not comply with the Companies Ordinance. 

 

Section 14(1) of the Regulation requires the auditor's report on revised financial 

statements to state the auditor's opinion as to whether the revised financial 

statements give a true and fair view. HKEX may wish to consider the implications 

of the Regulation on the example in Footnote 14. 

 

3. As set out in paragraph 3 of the consultation paper, the proposal seeks to afford 

better investor protection by safeguarding the quality and reliability of financial 

information published by listed issuers. 

 

4. With regard to Footnote 15, we are of the view that publishing a single financial 

statement may not be sufficient to better protect investors as to the quality and 

reliability of financial information for the reasons set out below: 

 

(i) Given that the auditor has issued a disclaimer or adverse or opinion, this 

means that the auditor has concluded that the misstatements (individually 

https://www.elegislation.gov.hk/hk/cap622F!en
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or in the aggregate)/ possible effects on the financial statements of 

undetected misstatements, if any, are, or could be, both material and 

pervasive to the financial statements.  

 

(ii) As the auditor's opinion is on the financial statements as a whole, 

performing an audit engagement on a single financial statement would not 

reverse the disclaimer/ adverse opinion. It is common that the disclaimer 

/adverse opinion is based on multiple uncertainties and their possible 

cumulative effect on the financial statements; in which case, without 

performing an audit engagement on the full set of financial statements, it 

is unlikely that the auditors would be able to reach an opinion on whether 

issues have been resolved.  

 

Hence, it is envisaged that only in rare circumstances would an audit of a single 

financial statement (e.g., statement of financial position), or of a specific element, 

account or item of a financial statement (e.g., accounts receivable), provide 

sufficient information to investors on the resolution of the issue causing the 

disclaimer/ adverse opinion. If the proposal, or a modified version of it, proceeds, 

the use of this option may need to be restricted to limited and rare 

circumstances.  

 

5. Likewise, our comments on performing an audit of a single financial statement 

for the same reporting period are also relevant. In addition, there are 

requirements in HKSA 805 (Revised) Special Considerations—Audits of Single 

Financial Statements and Specific Elements, Accounts or Items of a Financial 

Statement which an auditor needs to comply with: 

  

(i) "16. If the auditor concludes that it is necessary to express an adverse 

opinion or disclaim an opinion on the entity's complete set of financial 

statements as a whole but, in the context of a separate audit of a specific 

element of those financial statements, the auditor nevertheless considers 

it appropriate to express an unmodified opinion on that element, the 

auditor shall only do so if:  

 

(a) The auditor is not prohibited by law or regulation from doing so;  

(b) that opinion is expressed in an auditor's report that is not published 

together with the auditor's report containing the adverse opinion or 

disclaimer of opinion; and  
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(c) the element does not constitute a major portion of the entity's 

complete set of financial statements.  

 

17. The auditor shall not express an unmodified opinion on a single 

financial statement of a complete set of financial statements if the auditor 

has expressed an adverse opinion or disclaimed an opinion on the 

complete set of financial statements as a whole. This is the case even if 

the auditor's report on the single financial statement is not published 

together with the auditor's report containing the adverse opinion or 

disclaimer of opinion. This is because a single financial statement is 

deemed to constitute a major portion of those financial statements." 

 

Under the circumstances, performing a special purpose audit on a single 

financial statement of the issuer, as suggested in paragraph 32(ii) of the 

consultation paper, would not be an option, if it were intended to cover the same 

period as the disclaimer/ adverse opinion. 


