ATTACHMENT

Key Proposals on the Accounting and Auditing Provisions

(A) Save compliance and business costs

· Relax the qualifying criteria to enable more private companies to take advantage of simplified reporting and disclosure requirements;
· Make the summary financial reports provisions more user-friendly;

· Relieve a holding company from the obligation to prepare its own accounts, provided that the company has included its own balance sheet as a note to its group accounts;

(B) Improve disclosure and transparency

· Require the directors’ report to include:

· a more forward-looking, analytical and informative business review (mainly in the case of public companies); and
· a statement by directors concerning disclosure of information to auditors, so as to facilitate the latter to obtain all relevant audit information;

· Modernise and streamline the provisions on directors’ remuneration;

· Provide explicitly for a company’s financial year.

(C)
Enhance Compliance

· Enhance auditors’ rights, e.g. expand auditors’ right to obtain company information from the employees of a company and other relevant persons; 

· Increase auditors’ responsibilities, e.g. requiring all outgoing auditors to provide a statement of the circumstances connected with their ceasing to hold office;
· Review the relative roles of the accounting disclosure requirements in the Companies Ordinance, e.g. the Tenth and Eleventh Schedules, the Hong Kong Financial Reporting Standards and the Small and Medium-sized Entities Financial Reporting Standards. 

