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Mr John Poon, JP
Chairman
Financial Reporting Council
29th Floor, High Block
Queensway Government Offices
66 Queensway
Hong Kong

Dear Mr Poon, 

Independent consultancy services for the Financial Reporting Council: Independent audit oversight

We are delighted to present our study of independent audit oversight, based on information available to June 2013. 

This study was conducted to investigate how other jurisdictions meet the EC equivalence requirements and those 
required for IFIAR membership and the additional features of their systems, and to identify the gaps in Hong Kong’s 
current system of auditor oversight, with a  view to it achieving EC equivalence / IFIAR membership. 

The data for the six jurisdictions covered by the study (EU, UK, US, Canada, Australia and Singapore) was gathered 
using a question set provided to Deloitte by the FRC. This comparative study includes gap analyses, firstly of Hong 
Kong against the IFIAR-EC requirements and secondly of Hong Kong against the jurisdictions listed above. It also 
considers both possible approaches to auditor oversight and thematic comparisons.

As set out in the study, in order to obtain EC equivalence and membership of IFIAR, independent audit regulators 
are required to have ultimate oversight responsibility for registration, inspection, investigation, enforcement, 
standard setting and continuing professional education. In each of the jurisdictions under review, these requirements 
were met. As permitted by both the EC equivalence requirements and IFIAR Principles, delegation to a  relevant 
authority is adopted in some jurisdictions, provided that there is oversight by the independent regulator. It is clear 
from the study that the international standard practised by major jurisdictions is for regulatory oversight of at least 
registration, inspection, investigation, enforcement, standard setting and continuing professional education to be 
vested in an independent statutory regulator. 

Yours sincerely,

David Barnes
Deloitte LLP

Deloitte LLP
Hill House
1 Little New Street
London
EC4A 3TR

Tel: +44 (0) 20 7936 3000
Fax: +44 (0) 20 7583 0112
www.deloitte.co.uk

Direct: +44 (0) 20 7303 2888 
Direct Fax: +44 (0) 20 7303 5436
Mobile: +44 (0) 7785 773607
djbarnes@deloitte.co.uk

Deloitte LLP is a limited liability partnership registered in England and Wales with registered number OC303675 
and its registered office at 2 New Street Square, London EC4A 3BZ, United Kingdom.

Deloitte LLP is the United Kingdom member firm of Deloitte Touche Tohmatsu Limited (“DTTL”), a UK private 
company limited by guarantee, whose member firms are legally separate and independent entities. Please see 
www.deloitte.co.uk/about for a detailed description of the legal structure of DTTL and its member firms.
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1. Executive Summary



1.1 Executive Summary: Hong Kong gap 
analyses

Analysis of Hong Kong compared with IFIAR and EC requirements

• Hong Kong does not currently meet the requirements for membership of the International Forum of Independent 
Audit Regulators (IFIAR).

• In June 2013 we learnt that the European Commission had amended Decision 2011/30/EU. This granted a 
further 10 countries EC equivalence (adding to the existing 10 - see ‘the global picture’ at the front of this study 
for the full list); it extended the transitional status granted to seven countries (Bermuda, Cayman Islands, Egypt, 
Mauritius, New Zealand, Russia and Turkey); it did not extend the transitional period granted to Hong Kong, India 
and Israel. The equivalence (and adequacy) decisions for the United States were renewed. Hong Kong’s 
transitional status therefore expired for audit reports on financial years beginning on or after 1 August 2012. 

• Based on the detailed analysis set out in section 2, Deloitte considers that the main gaps are focused around:

‒ The governance structure of the HKICPA (Hong Kong Institute of Certified Public Accountants) (items 3.4 
and 3.9) - membership of the Council of the HKICPA currently consists of approximately one third (8 out of 
22 total non-executives) practising Certified Public Accountants (CPA).  The remaining members are not 
current practitioners but the constitution of the HKICPA Council does not require that the ‘non-practising’ 
Council members have not within the past three years, carried out statutory audits, held voting rights in an 
audit firm, been a member of the administrative or management body of an audit firm or been employed by, 
or otherwise associated with, an audit firm.  This means that, whilst at any one time the HKICPA Council 
may in fact comprise a majority of ‘non-practitioners’, a change in the membership of the Council may result 
in it ceasing to meet this requirement (i.e. composition of a majority of non-practitioners) – for example, if a 
recently retired audit partner was appointed to the Council. This gap is particularly relevant given: (a) the EU 
requirement that the system of public oversight shall be mainly governed by non-practitioners; and (b) 
IFIAR’s requirement that the audit regulator should be operationally independent from external political 
interference and from commercial or other sectoral interests in the exercise of its functions and powers, 
including not being controlled in its governance by audit practitioners. It should also be noted that if the EU 
reforms were to take place as proposed by the EC, no practitioners could be involved in the governance of 
the oversight system.

‒ Source of funding of the HKICPA (items 1.2, 3.4 and 3.8) – there is a gap in relation to the funding of the 
HKICPA, which does not appear to meet the IFIAR and EC criteria of being completely free from any 
possible undue influence by auditors and audit firms as required.
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1.1 Executive Summary: Hong Kong gap 
analyses (cont’d)

Analysis of Hong Kong compared with IFIAR and EC requirements (cont’d)

‒ The composition of the Practice Review Committee (PRC) (items 3.4 and 3.9) - Committee membership 
mainly comprises practising members, drawn from the full spectrum of audit firms.  The Quality Assurance 
Department (and its reviewers who are full-time employees of the HKICPA) carry out practice reviews 
following the Committee’s instructions and in turn report to the Committee.  This creates a gap (both EC and 
IFIAR) in relation to the (perceived) objectivity and independence of the quality assurance programme. 

‒ The frequency of reviews (item 1.7) – auditors of listed entities (including those listed in the EEA) are 
reviewed every three years, meeting the EC equivalence criteria. However, the system does not ensure that 
all audit practices are reviewed on a regular basis or at least in a minimum cycle, which is required for IFIAR 
membership (Principle 8).

‒ The disciplinary mechanism (items 1.11 and 2.4) – other than complaints recommended by the PRC and 
Investigation Committee to the HKICPA Council for disciplinary action, all other complaints against HKICPA 
members and member practices are reviewed by the Professional Conduct Committee (PCC) which is 
composed of mainly practising CPAs.  The PCC has the power to dismiss complaints considered not 
pursuable, adjudicate complaints and issue formal letters of disapproval, or recommend the HKICPA 
Council to refer more serious complaints to the Disciplinary Panels. This presents a gap (both EC and 
IFIAR) as currently there is no independent public oversight body which has specific oversight of the PCC 
and the ability to enforce disciplinary actions against the auditors as a result of its investigations. 

‒ Disciplinary actions are determined by the Disciplinary Panel which is composed of three persons from 
Disciplinary Panel A (appointed by government) and two persons from Disciplinary Panel B (appointed by 
the HKICPA Council). This creates a gap in relation to the independent oversight of the disciplinary 
mechanism as members of Disciplinary Panel B (CPAs) are appointed by the HKICPA Council, and matters 
that can be referred to the Disciplinary Panels are raised by the HKICPA Council only. This gap is 
particularly relevant given the EC requirement that there should be an independent oversight body which 
has the right to conduct investigations and enforce penalties (in particular, the sanction of removal of 
registration has to be within the ultimate responsibility of the independent oversight body). IFIAR Principle 4 
goes further; it requires that the audit regulator itself should have the right to investigate and impose 
sanctions.

‒ The system of public oversight  (item 3.5) – EC equivalence requires that the system of public oversight 
shall have the ultimate responsibility for the oversight of statutory auditors or audit firms with regard to 
registration; standard setting; continuing education, quality assurance and investigative and disciplinary 
systems.  A gap is identified (in relation to EC equivalence) as currently there is no independent public 
oversight body in Hong Kong which has the ultimate responsibility for oversight of the above. Note: EC 
requirements permit the delegation of certain activities (for example the registration of statutory auditors and 
audit firms; proposing professional standards; organisation of the continuing education programme) to a 
professional body, provided that this is subject to independent public oversight. In practice this means that 
the professional body can carry out these functions, with the oversight body receiving a report and/or doing 
a performance check on the discharge of these functions so that it can monitor how delegation is operating 
and retaining a reserve right to act itself (or compel the professional body to act in accordance with its 
directions) in the (rare) event that the public oversight body does not think that the professional body is 
acting appropriately. 
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1.1 Executive Summary: Hong Kong gap 
analyses (cont’d)

Analysis of Hong Kong compared with the regimes in the UK, US, Canada, Australia and
Singapore

We understand that the minimum requirements for any new system of regulation in Hong Kong are:

• IFIAR membership; and

• recognition as EC equivalent – i.e. the standard needed such that Hong Kong auditors will not necessarily need 
to be separately regulated by EEA audit regulators in order to audit companies incorporated outside the EEA 
(e.g. in Hong Kong) with securities admitted to trading on an EEA regulated market. 

Implementing additional changes to align with European Union requirements, over and above those mandated for 
EC equivalence, may improve the standard of audit regulation in Hong Kong. It will not, however, lessen the burden 
on a Hong Kong auditor wishing to audit a company incorporated or listed in Europe. Equally, EEA regulators cannot 
insist on implementation of additional requirements over and above the minimum for EC Equivalence before 
accepting an overseas auditor’s report on an overseas entity. Other jurisdictions are similar – for example, the Public 
Company Accounting Oversight Board (PCAOB) has no equivalence regime and registration with the PCAOB would 
always be required for a Hong Kong auditor of a Securities Exchange Commission (SEC) registrant.

The key additional gaps identified in the Hong Kong regime versus other jurisdictions are:

• Registration – the UK and US require registration of the auditors of a range of other types of entity, over and 
above ‘statutory audits’.

• Inspection – many regimes impose shorter inspection cycles – typically 12-18 months for the largest firms, to 
three years for smaller firms.

• Enforcement – all regimes have more detailed sanction regimes.  Most include fines, censure and removal or 
restriction of audit registration.  The UK, Canada and Singapore also allow removal or restriction of the wider 
right to practice as an accountant. The UK, Australia and US make clear that the conditions on registration that 
might be imposed might include not serving certain types of client / additional internal or external quality control 
reviews. 

• Standard-setting – The UK, Australia and Singapore all feature some form of joined-up standard-setting between 
accounting and auditing. The UK and US have joined-up auditing and ethical standard-setting.  All of these 
regimes have more specific funding regimes designed to address the IFIAR principle that the funding shall be 
free of influence by the audit profession.
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1.2 Executive Summary: possible future 
changes

Possible future change in IFIAR and EC requirements

• The auditing profession and its oversight arrangements are under close scrutiny at present.  This is particularly 
the case in both the UK (Competition Commission) and at the level of the EU. In the EU discussions, the scrutiny 
has a political angle as well as drivers around market concentration, choice and quality.  We are closely engaged 
in these various discussions, and have consistently emphasised our commitment to measures that preserve and 
enhance audit quality and, subject to that point, which increase competition and choice.

• In relation to our assessment of Hong Kong’s current status against the IFIAR-EC requirements (section 2), we 
are conscious that there may be changes to those requirements, notably in light of the ongoing scrutiny of the 
audit profession and its regulation worldwide. 

• We include detail on audit regulatory reform in the UK and at EU level in section 6 (which also features additional 
information on other jurisdictions, notably in relation to mandatory rotation/tendering), and with the following key 
points relevant:

‒ Our assessment is that it is unrealistic to conclude definitively on what is ‘likely’, as there is a high degree of 
uncertainty around proposals, particularly in Europe.  However, we are well placed to make an informed 
assessment as to the possible changes currently under discussion.

‒ Accordingly, whilst we caveat our commentary with a clear message that there is limited visibility as to what is 
‘likely’, we have given an analysis of what is currently under discussion – this is provided in section 6.  The 
principal themes are threefold:  (1) Quality, (2) Market churn and (3) Investor engagement.

‒ The points set out in section 6 cover the potential for: increasingly transparent and robust auditor inspections; 
measures to prompt churn in the marketplace (such as mandatory tendering and rotation of audit firms, over 
and above rotation of audit partners); closer links between auditors and audit committees/shareholders (for 
example the Audit Committee (comprising independent non-executives) to appoint the auditor, rather than the 
Board); extended auditor reporting to shareholders (as proposed in the International Auditing and Assurance 
Standards Board (IAASB)’s June 2012 Invitation to Comment: Auditor Reporting); excluding the professional 
bodies and practitioners from the oversight system.

• Also, the European Securities and Markets Authority may take on the role of the European Group of Auditor 
Oversight Bodies (EGAOB), or the EGAOB may be adapted and strengthened, which would result in a more 
formalised way of co-ordinating the way in which transnational audit networks are regulated. These proposals will 
not directly affect EC Equivalence.
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1.3 Executive Summary: consideration 
points

Some points of detail to consider

• Registration

‒ The consensus approach amongst the jurisdictions reviewed is to distinguish between public interest 
companies (entities) (PIEs) and private companies.  The focus of the independent regulators is on the former, 
with most jurisdictions covering all listed companies (equity and debt issuers), significant financial institutions 
and in some cases, a wider class of  PIEs, with the professional bodies focusing on the remaining population 
of statutory audits.  This allows a balance of resource and focus, recognising the need to demonstrate 
benefits in support of the cost of independent regulation.

• Inspection

‒ The importance of independent challenge to the audit firms is evident from each of the jurisdictions 
considered.  Whilst the mechanics vary, there is a trend towards transparency as well as rigour and 
independence.  The UK practice of publishing annual reports for the largest firms, and providing a copy of 
individual inspection reports to the entity audit committee, is of particular note.  The US, in contrast, issues 
individual firm inspection reports as well as summarised reports (under PCAOB Rule 4010). These practices 
demonstrate different approaches to striking a balance between fostering improvement and transparency of 
findings.

• Investigation and Enforcement

‒ The need for disciplinary process and potential sanctions is evident from each of the jurisdictions reviewed.  
Processes vary in their focus on and interpretation of ‘public interest’, but there is an operational consensus 
that high profile listed companies are of public interest, as is confidence in the largest audit firms.  The 
jurisdictions under consideration generally adopt a quasi-legal approach to disciplinary processes, with a 
recognition of the right to a fair hearing and to appeal.

‒ The range of sanctions is generally wide, ranging from reprimand, to fine, to some form of exclusion from 
practice.  In certain circumstances, the fines can be unlimited and one jurisdiction allows for imprisonment as 
a sanction  for non-compliance with a notice. Publicity is typically part of the sanction, and anonymity is 
granted only in exceptional cases.

• Standard setting

‒ The regulatory bodies are typically responsible for implementing applicable auditing standards, and will 
normally conduct their deliberations in public.  With an increasingly global regulatory agenda, in most cases 
the bodies are implementing international standards rather than drafting entirely new ones for local use only.

• Funding

‒ In most cases, the regulator’s funding is obtained from a combination of direct levies on companies, levies on 
the professional bodies of which the audit firms are members, and levies on the audit firms themselves.  The 
level of funding from government is, with one exception, usually minimal; the regulator is intended to be 
independent and self-funding.
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1.3 Executive Summary: consideration 
points (cont’d)

Points of principle for reform of auditor oversight

• The journey to amend the audit oversight system in Hong Kong, and to move away from the previous system of 
self-regulation, has begun. We trust that this comparative study provides valuable information to guide and 
signpost that journey.

• Preserving an open and constructive relationship with the regulated market is an important consideration in 
developing an effective audit quality framework. However, it is essential that the regulator construct is seen as 
robust and independent, and balancing these two elements requires careful judgement. 

• It is also critical that the regulator gives careful consideration to the nature of the relationship it ultimately wishes 
to have with the auditing profession.  Those considerations can then inform the judgements and decisions taken 
around how best to implement its new role, drawing on the lessons from other regulatory systems.

• We understand that the level of administration is another consideration in terms of approach and roll-out; we 
therefore include information on funding models.

• The spectrum of possible regulatory approaches can be seen as extending from ‘collegial’ to ‘legalistic’, and a 
key consideration is ensuring that any structure is proportionate, and acts as a visible and transparent challenge 
without stifling competitiveness and innovation. 

• Conceptual, cultural and other considerations are also important, and should be borne in mind along with the 
balance outlined in the second bullet point above.
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n 

be
tw

ee
n 

m
em

be
r s

ta
te

s.

IF
IA

R
 P

rin
ci

pl
e 

4:
 A

ud
it 

re
gu

la
to

rs
 s

ho
ul

d 
ha

ve
 

co
m

pr
eh

en
si

ve
 

en
fo

rc
em

en
t p

ow
er

s 
w

hi
ch

 in
cl

ud
e 

th
e 

ca
pa

bi
lit

y 
to

 e
ns

ur
e 

th
at

 
th

ei
r i

ns
pe

ct
io

n 
fin

di
ng

s 
or

 re
co

m
m

en
da

tio
ns

 a
re

 
ap

pr
op

ria
te

ly
 a

dd
re

ss
ed

; 
th

es
e 

en
fo

rc
em

en
t 

po
w

er
s 

sh
ou

ld
 in

cl
ud

e 
th

e 
ab

ili
ty

 to
 im

po
se

 a
 

ra
ng

e 
of

 s
an

ct
io

ns
 

in
cl

ud
in

g,
 fo

r e
xa

m
pl

e,
 

fin
es

 a
nd

 th
e 

re
m

ov
al

 o
f 

an
 a

ud
it 

lic
en

ce
an

d/
or

 
re

gi
st

ra
tio

n.
IF

IA
R

 P
rin

ci
pl

e 
4 

ex
pl

an
at

or
y 

m
at

er
ia

l: 
A

ud
it 

re
gu

la
to

rs
 s

ho
ul

d 
at

 
a 

m
in

im
um

 b
e 

re
sp

on
si

bl
e 

fo
r t

he
 

sy
st

em
 a

nd
 c

on
du

ct
 o

f 
re

cu
rri

ng
 in

sp
ec

tio
n 

of
 

au
di

t f
irm

s 
un

de
rta

ki
ng

 
au

di
ts

 o
f p

ub
lic

 in
te

re
st

 
en

tit
ie

s.

Th
e 

H
on

g 
K

on
g 

In
st

itu
te

 o
f C

er
tif

ie
d 

P
ub

lic
 A

cc
ou

nt
an

ts
 (H

K
IC

P
A

) i
s 

in
co

rp
or

at
ed

 b
y 

th
e 

P
ro

fe
ss

io
na

l A
cc

ou
nt

an
ts

 O
rd

in
an

ce
 (P

A
O

) 
w

hi
ch

 s
et

s 
ou

t i
ts

 s
ta

tu
to

ry
 o

bl
ig

at
io

ns
. I

t i
s 

th
e 

on
ly

 s
ta

tu
to

ry
 

lic
en

si
ng

 b
od

y 
of

 a
cc

ou
nt

an
ts

 in
 H

on
g 

K
on

g 
re

sp
on

si
bl

e 
fo

r 
pr

of
es

si
on

al
 tr

ai
ni

ng
, d

ev
el

op
m

en
t a

nd
 re

gu
la

tio
n 

of
 th

e 
ac

co
un

ta
nc

y 
pr

of
es

si
on

.
In

 1
99

2,
 th

e 
H

K
IC

P
A

 in
tro

du
ce

d 
a 

P
ra

ct
ic

e 
R

ev
ie

w
 p

ro
gr

am
m

e 
un

de
r 

th
e 

au
th

or
ity

 a
nd

 p
ow

er
s 

gr
an

te
d 

by
 th

e 
P

A
O

w
ith

 th
e 

ob
je

ct
iv

e 
of

 
en

ha
nc

in
g 

th
e 

qu
al

ity
 o

f w
or

k 
of

 th
e 

H
K

IC
P

A
 m

em
be

rs
 e

ng
ag

ed
 in

 
au

di
t a

nd
 re

la
te

d 
as

su
ra

nc
e 

ac
tiv

iti
es

.  
Th

e 
P

ra
ct

ic
e 

R
ev

ie
w

 p
ro

gr
am

m
e 

fo
rm

s 
an

 im
po

rta
nt

 e
le

m
en

t i
n 

th
e 

ov
er

al
l s

ch
em

e 
of

 a
ud

it 
re

gu
la

tio
n 

in
 H

on
g 

K
on

g.
   

Th
e 

pr
ac

tic
e 

re
vi

ew
 c

ov
er

s 
th

e 
pr

ov
is

io
n 

of
 a

ud
it 

an
d 

ot
he

r r
el

at
ed

 a
ss

ur
an

ce
 

se
rv

ic
es

 in
 H

on
g 

K
on

g 
by

 fi
rm

s,
 c

or
po

ra
te

 p
ra

ct
ic

es
 a

nd
 in

di
vi

du
al

 
pr

ac
tis

in
g 

ce
rti

fic
at

e 
ho

ld
er

s 
(i.

e.
 p

ra
ct

ic
e 

un
its

). 
 T

he
 p

ro
gr

am
m

e
ai

m
s 

to
 a

ss
es

s 
w

he
th

er
 a

 p
ra

ct
ic

e 
un

it 
ha

s 
an

 a
de

qu
at

e 
sy

st
em

 o
f 

qu
al

ity
 c

on
tro

l t
o 

en
su

re
 w

or
k 

qu
al

ity
 is

 m
ai

nt
ai

ne
d 

in
 e

ve
ry

 
as

su
ra

nc
e 

an
d 

re
la

te
d 

se
rv

ic
e 

en
ga

ge
m

en
t. 

 T
he

 P
ra

ct
ic

e 
R

ev
ie

w
 

pr
og

ra
m

m
e

w
as

 re
vi

se
d 

in
 2

00
6 

in
 li

gh
t o

f i
nt

er
na

tio
na

l d
ev

el
op

m
en

ts
 

an
d 

in
cr

ea
si

ng
 e

xp
ec

ta
tio

ns
 o

f r
eg

ul
at

io
n 

an
d 

m
on

ito
rin

g 
of

 a
ud

ito
rs

.  
Th

e 
re

vi
se

d 
pr

og
ra

m
m

e
pl

ac
es

 g
re

at
er

 e
m

ph
as

is
 o

n 
ad

dr
es

si
ng

 
ar

ea
s 

of
 s

ig
ni

fic
an

t p
ub

lic
 in

te
re

st
, s

uc
h 

as
 a

ud
its

 o
f p

ub
lic

 li
st

ed
 

co
m

pa
ni

es
 a

nd
 th

e 
re

vi
ew

 p
ro

ce
ss

 h
as

 b
ee

n 
re

vi
se

d 
to

 fo
cu

s 
on

 ri
sk

 
–

in
 th

e 
se

le
ct

io
n 

of
 p

ra
ct

ic
e 

un
its

 a
nd

 s
pe

ci
fic

 a
ud

it 
en

ga
ge

m
en

ts
 fo

r 
re

vi
ew

. T
he

 p
ra

ct
ic

e 
re

vi
ew

s 
fo

cu
s 

on
 p

ra
ct

ic
e 

un
its

 th
at

 a
re

 e
ng

ag
ed

 
in

 a
ud

iti
ng

pu
bl

ic
 in

te
re

st
en

tit
ie

s 
of

 a
 h

ig
he

r p
ro

fil
e,

pr
ed

om
in

an
tly

 
lis

te
d 

en
tit

ie
s.

N
ei

th
er

E
C

 n
or

 IF
IA

R

Th
e 

pr
ac

tic
e 

re
vi

ew
s 

ar
e 

co
nd

uc
te

d 
by

 th
e 

fu
ll-

tim
e 

em
pl

oy
ee

s 
of

 th
e 

Q
ua

lit
y 

A
ss

ur
an

ce
 D

ep
ar

tm
en

t o
f t

he
 

H
K

IC
P

A
 fo

llo
w

in
g 

th
e 

in
st

ru
ct

io
ns

 o
f t

he
 P

ra
ct

ic
e 

R
ev

ie
w

 
C

om
m

itt
ee

 (P
R

C
) a

nd
 in

 tu
rn

 re
po

rt 
to

 th
e 

C
om

m
itt

ee
.  

A
ls

o,
 th

e
re

su
lts

 o
f t

he
 p

ra
ct

ic
e 

re
vi

ew
s 

ar
e 

re
po

rte
d 

to
 th

e 
P

R
C

. T
he

 c
om

po
si

tio
n 

of
 th

e 
P

R
C

 w
hi

ch
 c

om
pr

is
es

 m
ai

nl
y 

pr
ac

tis
in

g 
m

em
be

rs
 p

re
se

nt
s 

a 
ga

p 
in

 re
la

tio
n 

to
 th

e 
(p

er
ce

iv
ed

) o
bj

ec
tiv

ity
 a

nd
 in

de
pe

nd
en

ce
 o

f t
he

 q
ua

lit
y 

as
su

ra
nc

e 
pr

og
ra

m
m

e
th

at
 a

re
 b

as
ic

 p
rin

ci
pl

es
 fo

r a
n 

in
de

pe
nd

en
t p

ub
lic

 o
ve

rs
ig

ht
  b

od
y,

 in
 te

rm
s 

of
 b

ot
h 

E
C

 
an

d 
IF

IA
R

  r
eq

ui
re

m
en

ts
 (s

ee
 3

.4
 a

nd
 3

.9
 fo

r d
et

ai
ls

). 
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qu
iv
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en
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qu

ire
m

en
ts

IF
IA

R
Fe

at
ur

es
 o

f c
ur

re
nt

 
H

on
g 

K
on

g 
au

di
t o

ve
rs

ig
ht

 s
ys

te
m

Is
 t

h
e
 e

x
is

ti
n

g
 H

K
 s

y
s
te

m
 c

o
m

p
li
a
n

t 

w
it

h
 t

h
e

 E
C

/I
F

IA
R

 r
e
q

u
ir

e
m

e
n

ts
?

1
Q

ua
lit

y 
as

su
ra

nc
e 

sy
st

em
s

1.
1

Th
e 

pr
ac

tic
e 

re
vi

ew
s 

ar
e 

co
nd

uc
te

d 
un

de
r t

he
 re

sp
on

si
bi

lit
y 

of
 th

e 
fu

ll-
tim

e
em

pl
oy

ee
s 

of
 th

e 
Q

ua
lit

y 
A

ss
ur

an
ce

 D
ep

ar
tm

en
t (

Q
A

D
) o

f t
he

 H
K

IC
P

A
 w

hi
ch

 re
po

rt 
to

 th
e 

P
ra

ct
ic

e 
R

ev
ie

w
 

C
om

m
itt

ee
 (P

R
C

). 
 T

he
P

R
C

 is
 th

e 
co

m
m

itt
ee

 re
sp

on
si

bl
e 

fo
r e

xe
rc

is
in

g 
th

e 
po

w
er

s 
an

d 
du

tie
s 

gi
ve

n 
to

 th
e 

H
K

IC
P

A
 a

s 
th

e 
re

gu
la

to
r o

f a
ud

ito
rs

 in
 H

on
g 

K
on

g 
un

de
r S

ec
tio

ns
 3

2A
 to

 3
2I

 o
f t

he
 

P
A

O
.  

Th
e 

Q
A

D
 is

 h
ea

de
d 

by
 a

 D
ire

ct
or

 w
ho

 is
 s

up
po

rte
d 

by
 p

ro
fe

ss
io

na
l a

nd
 a

dm
in

is
tra

tiv
e 

re
vi

ew
 s

ta
ff.

  U
nd

er
 S

ec
tio

n
32

D
 o

f P
A

O
,t

he
 P

R
C

 m
ay

 d
et

er
m

in
e 

th
e 

pr
ac

tic
e 

an
d 

pr
oc

ed
ur

e 
to

 
be

 o
bs

er
ve

d 
in

 re
la

tio
n 

to
 p

ra
ct

ic
e 

re
vi

ew
s;

 is
su

e 
in

st
ru

ct
io

ns
 to

 a
ny

 re
vi

ew
er

 o
n 

an
y 

m
at

te
r 

re
la

tin
g 

to
 p

ra
ct

ic
e 

re
vi

ew
s 

or
 a

 p
ar

tic
ul

ar
 p

ra
ct

ic
e 

re
vi

ew
, o

r p
er

fo
rm

 a
ny

 o
th

er
th

in
g 

as
 

co
ns

id
er

ed
 n

ec
es

sa
ry

.  
Th

e 
P

R
C

 h
as

 a
ls

o 
pr

ep
ar

ed
 fo

r r
ev

ie
w

er
s 

a 
re

vi
ew

er
’s

 m
an

ua
l w

hi
ch

 
de

te
rm

in
es

 th
e 

pr
oc

ed
ur

es
 re

vi
ew

er
s 

sh
ou

ld
 a

do
pt

 w
ith

 re
sp

ec
t t

o 
pr

ac
tic

e 
re

vi
ew

s.
Th

e 
re

su
lts

 o
f t

he
 p

ra
ct

ic
e 

re
vi

ew
s 

ca
rri

ed
 o

ut
 o

n 
pr

ac
tic

e 
un

its
 b

y 
th

e 
Q

A
D

 a
re

 re
po

rte
d 

to
 th

e 
P

R
C

. T
he

 H
K

IC
P

A
's

 p
ra

ct
ic

e 
re

vi
ew

 p
ro

gr
am

m
e

id
en

tif
ie

s 
de

fic
ie

nc
ie

s 
in

 q
ua

lit
y 

co
nt

ro
l a

nd
 

au
di

t w
or

k 
of

 th
e 

pr
ac

tic
e 

su
bj

ec
t t

o 
re

vi
ew

.  
W

he
re

 d
ef

ic
ie

nc
ie

s 
ar

e 
id

en
tif

ie
d,

th
e 

pr
ac

tic
e 

w
ill

 
be

 re
qu

ire
d 

to
 p

ro
du

ce
 a

n 
ac

tio
n 

pl
an

 o
r s

pe
ci

fic
 re

m
ed

ia
l a

ct
io

n 
to

 a
dd

re
ss

 th
e 

de
fic

ie
nc

ie
s.

 If
 a

 
de

fic
ie

nc
y 

is
 s

uf
fic

ie
nt

ly
 s

er
io

us
 o

r r
em

ed
ia

l a
ct

io
n 

is
 n

ot
 ta

ke
n 

or
 is

 n
ot

 e
ffe

ct
iv

e,
 d

is
ci

pl
in

ar
y 

ac
tio

n 
m

ay
 b

e 
ta

ke
n 

ag
ai

ns
t t

he
 p

ra
ct

ic
e.

  T
he

 p
ow

er
 o

f e
xe

rc
is

in
g 

di
sc

ip
lin

ar
y 

ac
tio

ns
 b

y 
th

e 
H

K
IC

P
A

 a
ga

in
st

 m
em

be
rs

 o
r m

em
be

r p
ra

ct
ic

es
 is

 s
et

 o
ut

 in
 th

e 
P

A
O

.
Fo

r d
et

ai
ls

 o
f t

he
 p

ra
ct

ic
e 

re
vi

ew
 p

ro
ce

ss
, r

ef
er

 to
 1

.5
 b

el
ow

.

1.
2

(b
)t

he
 fu

nd
in

g 
fo

r t
he

 q
ua

lit
y 

as
su

ra
nc

e 
sy

st
em

 s
ha

ll 
be

 s
ec

ur
e 

an
d 

fre
e 

fro
m

 
an

y 
po

ss
ib

le
 

un
du

e 
in

flu
en

ce
 b

y 
st

at
ut

or
y 

au
di

to
rs

 o
r 

au
di

t f
irm

s;

IF
IA

R
 C

ha
rt

er
: F

un
di

ng
sh

ou
ld

 b
e 

fre
e 

of
 u

nd
ue

 
in

flu
en

ce
 b

y 
th

e 
pr

of
es

si
on

.

IF
IA

R
 P

rin
ci

pl
e 

2 
ex

pl
an

at
or

y 
m

at
er

ia
l:

Th
e 

au
di

t r
eg

ul
at

or
 s

ho
ul

d 
ha

ve
 a

 
st

ab
le

 s
ou

rc
e 

of
 fu

nd
in

g,
 

w
hi

ch
 is

 s
ec

ur
e 

an
d 

fre
e 

fro
m

 in
flu

en
ce

 b
y 

au
di

to
rs

 
an

d 
au

di
t f

irm
s 

an
d 

su
ffi

ci
en

t 
to

 e
xe

cu
te

 it
s 

po
w

er
s 

an
d 

re
sp

on
si

bi
lit

ie
s.

Th
e 

fu
nd

in
g 

of
 H

K
IC

P
A

 is
 s

ou
rc

ed
 fr

om
 th

e 
su

bs
cr

ip
tio

n 
fe

es
 fr

om
 m

em
be

rs
 a

nd
 s

tu
de

nt
s,

 
re

gi
st

ra
tio

n 
fe

es
, a

nd
 in

co
m

e 
fro

m
 e

xa
m

in
at

io
n 

an
d 

co
nt

in
ui

ng
 p

ro
fe

ss
io

na
l d

ev
el

op
m

en
t (

C
P

D
) 

fe
es

.  

N
ei

th
er

 E
C

 n
or

 IF
IA

R

Th
e 

fu
nd

in
g 

of
 th

e 
op

er
at

io
n 

of
 th

e 
H

K
IC

P
A

 is
 m

ai
nl

y 
de

pe
nd

en
t o

n 
its

 
m

em
be

rs
 a

nd
 s

tu
de

nt
s,

 a
nd

 th
e 

am
ou

nt
 o

f s
ub

sc
rip

tio
n 

fe
es

is
 

de
te

rm
in

ed
 b

y 
th

e 
C

ou
nc

il.
 T

he
 

C
ou

nc
il 

m
em

be
rs

 a
re

 v
ot

ed
 b

y 
th

e 
m

em
be

rs
 a

nd
 a

bo
ut

 o
ne

 th
ird

 o
f t

he
 

C
ou

nc
il 

m
em

be
rs

 a
re

 p
ra

ct
is

in
g 

C
P

A
s 

(s
ee

 3
.4

 fo
r g

ov
er

na
nc

e 
st

ru
ct

ur
e 

of
 

H
K

IC
P

A
). 

Th
er

ef
or

e 
it 

do
es

 n
ot

 
ap

pe
ar

 to
 m

ee
t t

he
 IF

IA
R

 a
nd

 E
C

 
eq

ui
va

le
nc

e 
cr

ite
ria

 o
f b

ei
ng

 
co

m
pl

et
el

y 
fre

e 
fro

m
 a

ny
 p

os
si

bl
e 

un
du

e 
in

flu
en

ce
 b

y 
au

di
to

rs
 a

nd
 a

ud
it 

fir
m

s 
as

 re
qu

ire
d.
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iv

al
en

ce
 re

qu
ire

m
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Fe
at
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es

 o
f c

ur
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nt
 

H
on

g 
K

on
g 

au
di

t o
ve

rs
ig

ht
 s
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te

m

Is
 t

h
e
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x
is

ti
n

g
 H

K
 s

y
s
te

m
 

c
o

m
p

li
a
n

t 
w

it
h

 t
h

e
 E

C
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F

IA
R

 

re
q

u
ir

e
m

e
n

ts
?

1
Q

ua
lit

y 
as

su
ra

nc
e 

sy
st

em
s

1.
3

(c
)t

he
 q

ua
lit

y 
as

su
ra

nc
e 

sy
st

em
 

sh
al

l h
av

e 
ad

eq
ua

te
 

re
so

ur
ce

s;

IF
IA

R
 P

rin
ci

pl
e 

5 
ex

pl
an

at
or

y 
m

at
er

ia
l:

In
 o

rd
er

 fo
r a

ud
it 

re
gu

la
to

rs
 to

 b
e 

ef
fe

ct
iv

e,
 it

 is
 a

 
pr

er
eq

ui
si

te
 th

at
 th

er
e 

is
 s

uf
fic

ie
nt

 
st

af
f o

f a
pp

ro
pr

ia
te

 c
om

pe
te

nc
e.

 
Th

is
 a

ls
o 

m
ea

ns
 th

at
 a

de
qu
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ud

it 
fir

m
s 

an
d 

th
ei

r c
lie

nt
s.

 A
ud

it 
re

gu
la

to
rs

 
sh

ou
ld

 h
av

e 
an

 e
st

ab
lis

he
d 

m
in

im
um

 c
yc

le
 re

ga
rd

in
g 

th
e 

fre
qu

en
cy

 o
f i

ns
pe

ct
io

ns
.

Th
e 

se
le

ct
io

n 
of

 a
 p

ra
ct

ic
e 

fo
r p

ra
ct

ic
e 

re
vi

ew
 is

 b
as

ed
 o

n 
th

ei
r r

is
k 

pr
of

ile
s,

 p
rim

ar
ily

 fr
om

 in
fo

rm
at

io
n 

ob
ta

in
ed

 fr
om

 th
e 

el
ec

tro
ni

c 
se

lf-
as

se
ss

m
en

t q
ue

st
io

nn
ai

re
 a

nd
 o

th
er

 re
le

va
nt

 s
ou

rc
es

.  
A

pa
rt 

fro
m

 li
st

ed
 

co
m

pa
ni

es
, p

ra
ct

ic
es

 w
ith

 o
th

er
 p

ub
lic

 in
te

re
st

 c
lie

nt
s,

 fo
r e

xa
m

pl
e,

 
ba

nk
s,

 in
su

ra
nc

e 
co

m
pa

ni
es

, s
ec

ur
iti

es
 b

ro
ke

rs
, i

ns
ur

an
ce

 b
ro

ke
rs

, 
en

tit
ie

s 
re

ce
iv

in
g 

go
ve

rn
m

en
t s

ub
ve

nt
io

n,
 s

ol
ic

ito
rs

 a
nd

 s
ch

oo
ls

, a
re

 
gi

ve
n 

pr
io

rit
y 

fo
r r

ev
ie

w
s.

 

Th
e 

fre
qu

en
cy

 o
f r

ev
ie

w
 v

ar
ie

s 
fro

m
 d

iff
er

en
t p

ra
ct

ic
es

:

(i)
 

B
ig

 F
ou

r f
irm

s 
–

su
bj

ec
t t

o 
pr

ac
tic

e 
re

vi
ew

 a
nn

ua
lly

.  
It 

re
co

gn
is

es
 

th
e 

pr
ed

om
in

an
ce

 o
f l

is
te

d 
an

d 
ot

he
r p

ub
lic

 in
te

re
st

 e
nt

iti
es

 in
 B

ig
 

Fo
ur

 c
lie

nt
 p

or
tfo

lio
s.

 

(ii
) 

P
ra

ct
ic

es
 w

ith
 a

si
gn

ifi
ca

nt
 n

um
be

r o
f l

is
te

d 
cl

ie
nt

s 
–

su
bj

ec
t t

o 
a 

fu
ll 

re
vi

ew
 a

t l
ea

st
 o

nc
e 

ev
er

y 
th

re
e 

ye
ar

s 
an

d 
an

 in
te

rim
 re

vi
ew

 d
ur

in
g 

th
e 

th
re

e-
ye

ar
 c

yc
le

.  
Fr

om
 2

01
1,

 p
ra

ct
ic

es
 w

ith
 m

or
e 

th
an

 2
0 

lis
te

d 
cl

ie
nt

s 
w

ill
 re

ce
iv

e 
an

 a
dd

iti
on

al
 in

te
rim

 re
vi

ew
.  

Th
e 

in
te

rim
 re

vi
ew

s 
fo

cu
s 

on
 k

ey
 c

ha
ng

es
 in

 s
ys

te
m

s 
an

d 
pr

oc
ed

ur
es

, a
ct

io
n 

ta
ke

n 
fo

llo
w

in
g 

th
e 

pr
ev

io
us

 p
ra

ct
ic

e 
re

vi
ew

, c
ur

re
nt

 a
ud

iti
ng

 a
nd

 
ac

co
un

tin
g 

is
su

es
, a

nd
 re

vi
ew

 o
f c

om
pl

et
ed

 li
st

ed
 c

om
pa

ny
 a

ud
it 

en
ga

ge
m

en
ts

.

(ii
i) 

O
th

er
 p

ra
ct

ic
es

 w
ith

 li
st

ed
 c

lie
nt

s 
–

su
bj

ec
t t

o 
re

vi
ew

 a
t l

ea
st

 o
nc

e 
ev

er
y 

th
re

e 
ye

ar
s.

(iv
) O

th
er

 p
ra

ct
ic

es
 –

th
e 

fre
qu

en
cy

 o
f r

ev
ie

w
 is

 b
as

ed
 o

n 
ris

k 
pr

of
ile

s 
an

d 
ra

nd
om

 s
el

ec
tio

n.

Th
e 

re
vi

ew
s 

fo
cu

s 
on

 th
e 

pr
ac

tic
e'

s 
ow

n 
qu

al
ity

 c
on

tro
l p

ro
ce

du
re

s 
an

d 
ho

w
 th

e 
pr

ac
tic

e 
en

su
re

s 
th

e 
qu

al
ity

 o
f i

ts
 o

w
n 

w
or

k.
 T

he
 re

vi
ew

s 
pl

ac
e 

em
ph

as
is

 o
n 

ris
k 

ar
ea

s 
an

d 
ke

y 
ju

dg
em

en
ts

 in
 a

ud
it 

as
si

gn
m

en
t 

re
vi

ew
s.

 

Th
e 

de
ta

il 
an

d 
ex

te
nt

 o
f r

ev
ie

w
 w

or
k 

to
 b

e 
ca

rri
ed

 o
ut

 v
ar

ie
s 

fro
m

 
pr

ac
tic

e 
to

 p
ra

ct
ic

e 
de

pe
nd

in
g 

on
 th

e 
si

ze
 o

f t
he

 p
ra

ct
ic

e 
an

d 
th

e 
na

tu
re

 
of

 th
e 

cl
ie

nt
 b

as
e.

N
o

–
IF

IA
R

 

In
 re

sp
ec

t o
f t

he
 fr

eq
ue

nc
y 

of
 

in
sp

ec
tio

ns
, t

he
 H

K
IC

P
A

 h
as

 
es

ta
bl

is
he

d
a 

m
in

im
um

 c
yc

le
 

re
ga

rd
in

g 
th

e 
fre

qu
en

cy
 o

f 
in

sp
ec

tio
ns

  o
f C

P
A

 fi
rm

s 
th

at
 a

ud
it 

lis
te

d 
en

tit
ie

s 
(i.

e.
 a

t l
ea

st
 e

ve
ry

 
th

re
e 

ye
ar

s;
 a

nd
 a

nn
ua

lly
 fo

r B
ig

 
Fo

ur
 fi

rm
s)

. T
hi

s 
is

 c
on

si
de

re
d 

co
m

pl
ia

nt
 fo

r E
C

 e
qu

iv
al

en
ce

, 
w

hi
ch

 o
nl

y 
re

qu
ire

s 
au

di
to

rs
 th

at
 

au
di

t l
is

te
d 

en
tit

ie
s 

in
 E

E
A

 re
gu

la
te

d 
m

ar
ke

ts
 to

 b
e 

re
vi

ew
ed

 a
t l

ea
st

 
ev

er
y 

si
x 

ye
ar

s 
(p

le
as

e 
re

fe
r t

o 
1.

9 
be

lo
w

). 
 

H
ow

ev
er

 a
cc

or
di

ng
 to

 th
e 

cu
rre

nt
 

H
K

IC
P

A
 p

ra
ct

ic
e 

re
vi

ew
 s

ys
te

m
, 

th
er

e 
is

 n
o 

cl
ea

r m
in

im
um

 c
yc

le
 

re
ga

rd
in

g 
th

e 
fre

qu
en

cy
 o

f
in

sp
ec

tio
n 

of
 a

ud
it 

fir
m

s 
th

at
 d

o 
no

t 
au

di
t l

is
te

d 
en

tit
ie

s 
–

th
e 

fre
qu

en
cy

 
of

 re
vi

ew
 is

 b
as

ed
 o

n 
ris

k 
pr

of
ile

s 
an

d 
ra

nd
om

 s
el

ec
tio

n,
 th

er
ef

or
e 

no
t 

al
l t

he
 a

ud
it 

pr
ac

tic
es

 a
re

 re
gu

la
rly

  
in

sp
ec

te
d.
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Fe
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ur
es

 o
f c

ur
re

nt
 

H
on

g 
K

on
g 

au
di

t o
ve

rs
ig

ht
 s

ys
te

m

Is
 t

h
e

 e
x
is

ti
n

g
 H

K
 s

y
s
te

m
 

c
o

m
p

li
a
n

t 
w

it
h

 t
h

e
 E

C
/I
F

IA
R

 

re
q

u
ir

e
m

e
n

ts
?

1
Q

ua
lit

y 
as

su
ra

nc
e 

sy
st

em
s

1.
8

(g
)t

he
 q

ua
lit

y 
as

su
ra

nc
e 

re
vi

ew
 s

ha
ll 

be
 th

e 
su

bj
ec

t 
of

 a
 re

po
rt 

w
hi

ch
 s

ha
ll 

co
nt

ai
n 

th
e 

m
ai

n 
co

nc
lu

si
on

s 
of

 th
e 

qu
al

ity
 

as
su

ra
nc

e 
re

vi
ew

;

IF
IA

R
 P

rin
ci

pl
e 

11
:A

ud
it 

re
gu

la
to

rs
 s

ho
ul

d 
ha

ve
 a

 
m

ec
ha

ni
sm

 fo
r r

ep
or

tin
g 

in
sp

ec
tio

ns
 fi

nd
in

gs
 to

 th
e 

au
di

t 
fir

m
 a

nd
 e

ns
ur

in
g 

re
m

ed
ia

tio
n 

of
 

fin
di

ng
s 

w
ith

 th
e 

au
di

t f
irm

.
IF

IA
R

 P
rin

ci
pl

e 
11

 e
xp

la
na

to
ry

 
m

at
er

ia
l:

A
ud

it 
re

gu
la

to
rs

 s
ho

ul
d 

ha
ve

 a
 p

ro
ce

ss
 th

at
 e

ns
ur

es
 th

at
 

cr
iti

ci
sm

s 
or

 p
ot

en
tia

l d
ef

ec
ts

 in
 a

n 
au

di
t f

irm
’s

 q
ua

lit
y 

co
nt

ro
l s

ys
te

m
s 

an
d 

is
su

es
 re

la
te

d 
to

 a
n 

au
di

t 
fir

m
’s

 p
er

fo
rm

an
ce

 o
f a

ud
its

 th
at

 
ar

e 
id

en
tif

ie
d 

du
rin

g 
an

 in
sp

ec
tio

n 
ar

e 
re

po
rte

d 
to

 th
e 

au
di

t f
irm

. 
A

ud
it 

re
gu

la
to

rs
’ r

ep
or

tin
g 

pr
oc

es
se

s 
sh

ou
ld

 in
cl

ud
e 

th
e 

pr
ep

ar
at

io
n 

an
d 

is
su

an
ce

 o
f a

 
dr

af
t i

ns
pe

ct
io

n 
re

po
rt,

 a
 p

ro
ce

ss
 

fo
r t

he
 a

ud
it 

fir
m

 to
 re

sp
on

d,
 a

nd
 

th
e 

pr
ep

ar
at

io
n 

an
d 

is
su

an
ce

 o
f a

 
fin

al
 in

sp
ec

tio
n 

re
po

rt.

M
at

te
rs

 id
en

tif
ie

d 
du

rin
g 

th
e 

pr
ac

tic
e 

re
vi

ew
s 

ar
e 

fu
lly

 d
is

cu
ss

ed
 w

ith
 th

e 
pr

ac
tic

es
.  

S
ub

se
qu

en
t t

o 
th

e 
on

-s
ite

 re
vi

ew
, H

K
IC

P
A

 w
ill

 is
su

e 
a 

dr
af

t 
re

po
rt 

su
m

m
ar

is
in

g 
fin

di
ng

s 
an

d 
re

co
m

m
en

da
tio

ns
 in

 re
la

tio
n 

to
 th

e 
re

vi
ew

 to
 th

e 
pr

ac
tic

e.
  T

he
 p

ra
ct

ic
e 

is
 a

sk
ed

 to
 p

ro
vi

de
 a

 fo
rm

al
 w

rit
te

n 
re

sp
on

se
 to

 m
at

te
rs

 ra
is

ed
 in

 th
e 

dr
af

t r
ep

or
t. 

 T
he

 re
sp

on
se

 fr
om

 th
e 

pr
ac

tic
e 

w
ill

 b
e 

re
vi

ew
ed

 a
nd

 s
ub

m
itt

ed
 to

ge
th

er
 w

ith
 th

e 
re

vi
ew

er
's

 re
po

rt 
to

 th
e 

P
R

C
 fo

r c
on

si
de

ra
tio

n.
 T

he
 Q

A
D

 is
 re

sp
on

si
bl

e 
fo

r d
ra

w
in

g 
co

nc
lu

si
on

s 
on

 th
e 

re
vi

ew
 a

nd
 m

ak
in

g 
re

co
m

m
en

da
tio

ns
 to

 th
e 

P
R

C
 fo

r 
co

ns
id

er
at

io
n.

 T
he

 P
R

C
, h

av
in

g 
re

ga
rd

 to
 th

e 
re

po
rt 

an
d 

an
y 

re
sp

on
se

 b
y 

th
e 

pr
ac

tic
e 

to
 th

e 
m

at
te

rs
 ra

is
ed

 in
 th

e 
re

po
rt,

 m
ay

 a
ct

 u
nd

er
 th

e 
po

w
er

 
gi

ve
n 

by
 th

e 
P

A
O

to
:  

(a
) c

on
cl

ud
e 

a 
pr

ac
tic

e 
re

vi
ew

 w
ith

 n
o 

fo
llo

w
-u

p 
ac

tio
n 

re
qu

ire
d;

 
(b

) m
ak

e 
re

co
m

m
en

da
tio

ns
 a

nd
 s

pe
ci

fic
 re

qu
es

ts
 to

 a
 p

ra
ct

ic
e 

(e
.g

. 
su

bm
is

si
on

 o
f a

 s
ta

tu
s 

re
po

rt)
 to

 e
ns

ur
e 

ap
pr

op
ria

te
 fo

llo
w

-u
p 

ac
tio

n 
is

 
ta

ke
n 

to
 a

dd
re

ss
 w

ea
kn

es
se

s 
an

d 
sh

or
tc

om
in

gs
 th

at
 h

av
e 

be
en

 
id

en
tif

ie
d 

by
 th

e 
re

vi
ew

; 
(c

) 
in

st
ru

ct
 th

at
 a

no
th

er
 v

is
it 

is
 re

qu
ire

d;
 o

r 
(d

) 
m

ak
e 

a 
co

m
pl

ai
nt

 to
 in

iti
at

e 
a 

di
sc

ip
lin

ar
y 

ac
tio

n.
 

Th
e 

P
R

C
se

nd
s 

ea
ch

 p
ra

ct
ic

e 
a 

fo
rm

al
 n

ot
ifi

ca
tio

n 
of

 it
s 

de
ci

si
on

.  
A

 fi
na

l 
re

po
rt 

w
ill

 b
e 

is
su

ed
 to

 e
ac

h 
au

di
t f

irm
 u

po
n 

co
m

pl
et

io
n 

of
 th

e 
re

vi
ew

.  
 

Th
e 

Q
A

D
m

on
ito

rs
 th

e 
pr

og
re

ss
 o

f f
ol

lo
w

-u
p 

ac
tio

n 
un

de
rta

ke
n 

by
 th

e 
pr

ac
tic

es
 a

t t
he

 d
ire

ct
io

n 
of

 th
e 

P
R

C
.

Y
es

* 
(s

ee
 p

ag
e 

14
)

Th
e 

H
K

IC
P

A
 e

st
ab

lis
he

s 
a 

re
po

rti
ng

 m
ec

ha
ni

sm
 to

 e
ns

ur
e 

m
at

te
rs

 id
en

tif
ie

d 
fro

m
 th

e 
pr

ac
tic

e 
re

vi
ew

s 
ar

e 
co

m
m

un
ic

at
ed

 w
ith

 
th

e 
pr

ac
tic

es
 a

nd
 a

pp
ro

pr
ia

te
 

st
ep

s 
ha

ve
 b

ee
n 

ta
ke

n 
in

 
ad

dr
es

si
ng

 th
e 

m
at

te
rs

 b
ei

ng
 

ra
is

ed
. 

19



2.
 H

on
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FI
A

R
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C
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 a

na
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co
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EC
 E

qu
iv

al
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ce
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qu
ire

m
en

ts
IF
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Fe
at

ur
es

 o
f c

ur
re

nt
 

H
on

g 
K

on
g 

au
di

t o
ve

rs
ig

ht
 s

ys
te

m

Is
 t

h
e

 e
x
is

ti
n

g
 H

K
 s

y
s
te

m
 

c
o

m
p

li
a
n

t 
w

it
h

 t
h

e
 E

C
/I
F

IA
R

 

re
q

u
ir

e
m

e
n

ts
?

1
Q

ua
lit

y 
as

su
ra

nc
e 

sy
st

em
s

1.
9

(h
)q

ua
lit

y 
as

su
ra

nc
e 

re
vi

ew
s 

sh
al

l t
ak

e 
pl

ac
e 

at
 le

as
t 

ev
er

y 
si

x 
ye

ar
s;

N
o 

di
re

ct
 e

qu
iv

al
en

t i
n 

IF
IA

R
 

pr
in

ci
pl

es
 

A
s 

m
en

tio
ne

d 
in

 1
.7

 a
bo

ve
, t

he
 fr

eq
ue

nc
y 

of
 re

vi
ew

 v
ar

ie
s 

fro
m

 d
iff

er
en

t 
pr

ac
tic

es
 a

s 
fo

llo
w

s:
(i)

 
B

ig
 F

ou
r f

irm
s 

–
su

bj
ec

t t
o 

pr
ac

tic
e 

re
vi

ew
 a

nn
ua

lly
.  

It 
re

co
gn

is
es

 th
e 

pr
ed

om
in

an
ce

 o
f l

is
te

d 
an

d 
ot

he
r p

ub
lic

 in
te

re
st

 e
nt

iti
es

 in
 B

ig
 F

ou
r 

cl
ie

nt
 p

or
tfo

lio
s.

 
(ii

) 
P

ra
ct

ic
es

 w
ith

 a
 s

ig
ni

fic
an

t n
um

be
r o

f l
is

te
d 

cl
ie

nt
s 

–
su

bj
ec

t t
o 

a 
fu

ll 
re

vi
ew

 a
t l

ea
st

 o
nc

e 
ev

er
y 

th
re

e 
ye

ar
s 

an
d 

an
 in

te
rim

 re
vi

ew
 d

ur
in

g 
th

e 
th

re
e-

ye
ar

 c
yc

le
.  

Fr
om

 2
01

1,
 p

ra
ct

ic
es

 w
ith

 m
or

e 
th

an
 2

0 
lis

te
d 

cl
ie

nt
s 

w
ill

 re
ce

iv
e 

an
 a

dd
iti

on
al

 in
te

rim
 re

vi
ew

.  
Th

e 
in

te
rim

 re
vi

ew
s 

fo
cu

s 
on

 
ke

y 
ch

an
ge

s 
in

 s
ys

te
m

s 
an

d 
pr

oc
ed

ur
es

, a
ct

io
n 

ta
ke

n 
fo

llo
w

in
g 

th
e 

pr
ev

io
us

 p
ra

ct
ic

e 
re

vi
ew

, c
ur

re
nt

 a
ud

iti
ng

 a
nd

 a
cc

ou
nt

in
g 

is
su

es
, a

nd
 

re
vi

ew
 o

f c
om

pl
et

ed
 li

st
ed

 c
om

pa
ny

 a
ud

it 
en

ga
ge

m
en

ts
.

(ii
i) 

O
th

er
 p

ra
ct

ic
es

 w
ith

 li
st

ed
 c

lie
nt

s 
–

su
bj

ec
t t

o 
re

vi
ew
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ra
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e 

ch
ai

rm
an

 fr
om

 In
ve

st
ig

at
io

n 
P

an
el

 A
, 

w
hi

ch
 c

om
pr

is
es

 n
o 

fe
w

er
 th

an
 1

8 
la

y 
pe

rs
on

s 
ap

po
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 m
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 c
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 b
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C
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at
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 re
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 m
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 p
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 d
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r m
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, p
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 b
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at
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 m
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 b
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at
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t p
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l p
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 p
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f s
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 c
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 c
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 p
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r o
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r d
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 d
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 d
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r d
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 d
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l p
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 m
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 d
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 o
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 p

ra
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 m
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 d
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re
fe

r t
o 

1.
11

 a
bo

ve
 fo

r d
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 b
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ird

 
pa

rti
es

 a
nd

 fo
r t

he
n 

de
al

in
g 

w
ith

 s
uc

h 
in
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at
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 b
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in
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ra
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m
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y 
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d 
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ct
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e 
m
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nv
es
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 c
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n 
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an
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ud
it.

Th
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H
K

IC
P

A
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on
si

bl
e 
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r r

eg
ul

at
in

g 
th

e 
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uc

t o
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em
be

rs
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ng
ly
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w
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 c
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l c
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r p
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ed
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h 
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m
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at
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 p
ar

tie
s,

 s
uc

h 
as

 th
e 

FR
C

, M
ar

ke
t 

M
is
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 o
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 o
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 m
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, c
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r b
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m
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ch
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w
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A
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H

K
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P
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 c

om
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r b
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 m
em

be
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 m
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r p

ra
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P
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w

ed
 p
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P
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 c
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m

itt
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th
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op
er

 a
ct
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r p
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de
nt

s 
ar
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 b
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l C
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itt
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H

K
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P
A
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 th
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H
K

IC
P

A
's

 c
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e 
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en
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 c
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pr
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fie
d 

pu
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nt
an
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nd
 la

y 
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 c
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 re
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 b
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 o
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 c
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 p
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l m
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fir
m

s)
. 

W
hi

ls
t e

no
ug

h 
ot

he
r C

ou
nc

il 
m

em
be

rs
 m
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ra
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 c
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 c
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 b
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 c
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 c
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) c
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 c
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e 

pr
of

es
si

on
), 

w
hi

ch
 m

ea
ns

, a
 m

aj
or

ity
 o

f t
he

 re
le

va
nt

 
go

ve
rn

in
g 

bo
dy

 s
ho

ul
d 

be
 n

on
-p

ra
ct

iti
on

er
s 

(w
ith

 a
n 

ap
pr

op
ria

te
 c

oo
lin

g 
of

f p
er

io
d 

fo
r f

or
m

er
 a

ud
ito

rs
); 

an
d 

th
e 

fu
nd

in
g 

sh
ou

ld
 b
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, b
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 p
ro

fe
ss

io
na

l 
bo

dy
, d

oe
s 

no
t s

at
is

fy
 th

e 
IF

IA
R

 c
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 o
f p

ub
lic

 o
ve

rs
ig

ht
3.

4
IF

IA
R

 P
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 p
la

ce
 to

 
en

su
re

 th
at

 in
sp

ec
tio

n 
st

af
f 

m
em

be
rs

 a
re

 in
de

pe
nd

en
t o

f t
he

 
pr

of
es

si
on

. T
he

se
 a

rra
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 s
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 b
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 b
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 c
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 b
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 p
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 p
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 b
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t l
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 p
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c
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f p
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e 

ap
pr

ov
al

 a
nd

 
re

gi
st

ra
tio

n 
of

 s
ta

tu
to

ry
 

au
di

to
rs

 a
nd

 a
ud

it 
fir

m
s;

(b
) 

th
e 

ad
op

tio
n 

of
 s

ta
nd

ar
ds

 
on

 p
ro

fe
ss

io
na

l e
th

ic
s,

 
in

te
rn

al
 q

ua
lit

y 
co

nt
ro

l o
f 

au
di

t f
irm

s 
an

d 
au

di
tin

g;
 

an
d

(c
) 

co
nt

in
ui

ng
 e

du
ca

tio
n,

 
qu
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e 

re
le

va
nt

 re
sp

on
si

bi
lit

ie
s 

of
 th
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 c
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