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BACKGROUND INFORMATION

jbE,ﬁQ*/l_

The Financial Reporting Council (FRC) was established on
1 December 2006 under the Financial Reporting Council
Ordinance (Chapter 588) (FRC Ordinance), which was enacted on
13 July 2006. The FRC has been fully operational since 16 July 2007.

Establishment

The collapse of major corporations in 2001 and 2002, such as Enron
and WorldCom, in the United States brought info sharp focus the
need for better corporate governance, financial reporting and
auditing practices. To assuage public concerns, the United States
authorities passed the Sarbanes-Oxley Act in 2002 to create the
Public Company Accounting Oversight Board (PCAOB). Many other
jurisdictions also infroduced regulatory reforms to their accounting
and auditing professions.

In Hong Kong, the accounting and auditing profession was then self-
regulatory. The Hong Kong Institute of Certified Public Accountants
(HKICPA) set professional standards, maintained a register of
qualified accountants, oversaw the quality of professional practice,
monitored compliance with standards, investigated alleged
misconduct of its members, and subjected those found culpable to
disciplinary action if necessary.

The Government of the Hong Kong Special Administrative Region
(HKSAR) and the HKICPA implemented certain measures, including
amending the Professional Accountants Ordinance, increasing lay
participation in the Council of the HKICPA, setting up Investigation
and Disciplinary Committees of the HKICPA, and enhancing the
HKICPA's independence in dealing with irregularities.

In meeting public expectation of more independent regulation
of the auditing profession and after consulting various regulatory
bodies, the Government established the FRC, which took over the
investigatory role of the HKICPA in relatfion to auditing irregularities
of listed entities. The FRC Ordinance provides the FRC with the legal
power fo obtain information from listed entities and related persons,
as well as auditors.

Roles and functions

The FRC was established to uphold the quality of financial reporting

in Hong Kong, enhance protection for investors and increase

investor confidence, thereby reinforcing Hong Kong's status as an

international financial centre. The FRC has two major functions:

e To investigate suspected relevant irregularities on the part of
auditors or reporting accountants of listed entities.
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e To enquire info suspected relevant non-compliance with
accounting requirements in financial statements of listed
entities.

The FRC receives complaints from the public and referrals from
other regulafory bodies. In 2008, the FRC initiated the review
of modified auditor’s reports to identify cases of potential non-
compliance. The Members of the FRC in meeting (Council)
considers the circumstance of each case fo see if an investigation
or enquiry is warranted.

Structure

The FRC is governed by its Council, which currently comprises
1T members, most of whom are non-accounting professionals,
including the Chairman.

The Secretariat of the FRC (Secretariat) is operated by full-time staff
members, many of whom are professional accountants with audit
and financial reporting experience. The Chief Executive Officer
of the FRC (CEO) is the Secretariat’s administrative head and is
appointed by the Chief Executive of the HKSAR.

Four committees, the Corporate Communications Committee,
the Operations Committee, the Remuneration Committee and
the Tender Committee, have been set up to advise the Council on
relevant areas of its work.

The Audit Investigation Board (AIB) and the Financial Reporting
Review Panel (FRRP) are subsidiary organs of the FRC. Their role is
to assist the Council in discharging its two principal functions, i.e.
investigation and enquiry.

An independent Process Review Panel (PRP) was appointed by the
Chief Executive of the HKSAR to review the FRC's performance to
enhance accountability.

For the organisation structure, please refer to page 17.

Audit Investigation Board

The AIB investigates irregularities on the part of auditors or reporting
accountants of listed entities. Relevant irregularities include non-
compliance with professional standards, misconduct, negligence
and criminal acts in the auditing of financial statements or the
preparation of accountant’s reports for inclusion in prospectuses
and ofher listing documents.
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BACKGROUND INFORMATION

To initiate an investigation, the Council must be satisfied that there
are circumstances suggesting, or there is reasonable cause to
believe, an auditing or reporting irregularity has occurred.

When the Council initiates an investigation, it will normally direct
the AIB to conduct the investigation. The AIB is chaired by the
CEO and its members are full-time staff of the FRC. However, in
exceptional circumstances, the Council may decide to conduct
the investigation itself.

Honorary Advisers have been appointed to provide advice on
cases under investigation. They are experienced, reputable
individuals in the accountancy profession with exceptional
expertise in the auditing field.

Upon completion of an investigation, the AIB will submit its report
to the Council. If the Council adopts the report and the report
concludes that there is a relevant irregularity, it may refer the case
to the HKICPA for follow-up action.

Financial Reporting Review Panel

The FRRP undertakes enquiries into non-compliance with
accounting requirements in the financial statements of
listed entities. Non-compliance means failure to comply with
accounting requirements under the Companies Ordinance
(Cap. 32), the SFC Codes, Listing Rules or financial reporting
standards.

Where it appears to the Council that there is, or may be, relevant
non-compliance, the Council may initiate an enquiry.

At this point, the Council normally appoints a Financial Reporting
Review Committee (FRRC), comprised of members selected
from the FRRP, fo conduct the enquiry. The Chief Executive of the
HKSAR is responsible for appointing all the members of the FRRP,
which currently consists of 34 members (including five Convenors).
However, in exceptional circumstances, the Council may decide to
conduct the enquiry itself.

The appointments are based on the members’ experience in the

fields of accounting, auditing. finance, banking, law, administration,
or management.
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At the completion of the enquiry, the FRRC will submit its report to the
Council. If the Council adopts the report and the report concludes
that the financial statements do not comply with accounting
requirements, the Council may demand removal of the non-
compliance found in the financial statements or seek a court order
tfo mandate such removal.

Financial arrangements

The FRC is funded by the Companies Registry Trading Fund (CRTF),
the Hong Kong Exchanges and Clearing Limited (HKEX), the HKICPA
and the Securities and Futures Commission (SFC). Each party is
committed to contributing HK$2.5 million annually as recurrent
funding for the first three years of the FRC's operation. This amounts
fo a total annual funding of HK$10 million per annum.

The four parties also have each contributed lump-sum amounts
of HK$5 million to make up a reserve fund of HKS20 million, which
will be used should the recurrent funding fail fo meet operating
requirements or in the case of exigent circumstances.

Cooperation with other regulators

The FRC must ensure that its investigation findings assist the
conduct of disciplinary proceedings by the Disciplinary
Committees of the HKICPA under the Professional Accountants
Ordinance (Chapter 50).

The FRC may also refer cases or findings to other enforcement
bodies for necessary action. Af the same time, it may receive
referral of complaints from the HKICPA and other bodies.

The FRC has signed Memoranda of Understanding (MoUs) with the
HKICPA, the Hong Kong Monetary Authority, the Insurance Authority,
the SEHK and the SFC, which set out cooperation arrangements.

Given that many Hong Kong listed entities are based in the
Mainland or have substantial investments/business inferests in the
Mainland, the FRC has also established channels of cooperation
with the Ministry of Finance (MoF).
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CHAIRMAN'S STATEMENT
ETREHE

It is my great pleasure to report another productive year for the
FRC, during which our statutory and operational requirements
were fully met.

Through the hard work, dedication and competence of members
of the FRC, much has been done to shore up confidence in
Hong Kong's financial framework among the public, and our
strengths have ably complemented the regulatory regime for
the accounting and auditing profession.

The FRC and its operating bodies - the AIB and the FRRP - have
seen continual progression since their inception.

With the smooth cooperation of other regulatory bodies, we are in
the position of being able to look back on 2008 with pride and fo
look forward to our third year of operation with high expectations.

We will continue working to:

e uphold the quality of financial reporting of listed companies;
e enhance protfection for investors; and
e deepen investor confidence in corporate reporting.

The FRC's second year

| am delighted fo report that the FRC has seen another year of
effective and efficient operations.

We received a total of 12 complaints, spread evenly throughout
the year, and the workload was stable. Half of the complaints
received in 2008 were related to non-compliance with accounting
requirements, 33% were related to auditing irregularities and 17%
involved both non-compliance and auditing irregularities.

In 2007, we started one investigation and one enquiry and both
were completed in 2008. We expect fo publish the findings of the
investigation and the enquiry sometime in 2009 - subject to the
requirements of the FRC Ordinance and the result of any follow-up
action taken by the relevant regulators.

No complaints warranted the instigation of an investigation or
enquiry in 2008.
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New initiatives MM ITE

As well as continuing to review complaints, we also launched some B T 4B BRI FIN  ROEFENFELT
new initiatives during the year. These included: HIEFTT(E - 81 :

e Review of auditor’s reports of financial statements with modifications
- this started on 16 July 2008, exactly a year after the FRC became
fully operatfional. This is a proactive effort to identify financial
statements of listed entities with potential non-compliance with
accounting requirements. Given that auditor is the first line of
defence responsible for alerting users of financial statements of any
misstatements in the auditor’s reports, the FRC reviews all auditor’s
reports on a daily basis o enable the instigation of prompt action
on any suspected non-compliance. In 2008, we have reviewed
28 modified auditor’s reports, one of which warranted an enquiry,
which was initiated in November and ongoing at the end of the
year.

o Keep tabs on news of listed entities - we are now keeping an eye
on the news of listed entities for information that could help us
identify possible irregularities, for example, companies investing
in structured products but failed fo disclose the underlying risks in
their financial statements. The aim is to identify any possible non-
compliance with accounting requirements or auditing irregularities,
either of which may be deemed to require further review.

e Enhanced transparency - during the year, we began publishing
the number of modified auditor’s reports reviewed and a summary
of the allegations and results of review for closed complaint cases.
This is in addition to the operations statistics, which are being
published monthly.

Through the hard work, dedication and competence of
members of the FRC, much has been done to shore up
confidence in Hong Kong's financial framework among
the public, and our strengths have ably complemented
the regulatory regime for the accounting and auditing
profession.
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CHAIRMAN'S STATEMENT

Working as a team

During this period of financial turmoil, the FRC is vigilant to the
higher probability of misrepresentation or fraud. With the willing
cooperation of other regulatory bodies, we at the FRC strive to
root out these irregularities, thus underpinning the stability of Hong
Kong's financial markets.

It is of the utmost importance that directors of listed companies,
as those responsible for preparing the financial statements, ensure
they present a true and fair view of their companies’ results.

Of equal importance, auditors provide a reasonable assurance
that the financial statements are free from material misstatement.
Auditors are duty-bound to alert shareholders if there is any
evidence of non-compliance with accounting requirements in
listed companies’ financial statements.

Various regulatory bodies also maintain surveillance over possible
non-complionce with accounting requirements in financial
statements of listed companies. They refer suspected cases to the
FRC for investigation or enquiry. Members of the public may also
bring suspected cases to our attention in the form of complaints.
Complaints not within our remit are referred to the appropriate
authorities.

For cases that require action by other regulators such as sanctions
or disciplinary action for non-compliance or auditing irregularities,
they are referred to the appropriate regulator for follow-up.

It is our firm belief that enhanced communication with other
regulatory authorities is key fo strengthening successful cooperation
and team work. For this reason, we communicate with other
regulatory bodies frequently, building strong working relationships
with them. We meet at regular intervals with our MoU partners to
improve mutual understanding and cooperation. We also meet
with the MoF of the Central Government from time to time to secure
the assistance of this regulatory authority when it is required.

Keeping abreast of global trends

Our participation in conferences and seminars ensures the FRC
stays abreast of global developments relating to audit oversight
work. In 2008, we attended global conferences hosted by the US
PCAOB and the European Commission to share our experiences
and find solutions fo problems in the regulation of the auditing
profession. We also took the opportunity fo build network with the
regulatory authorities of other countries.
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Most other financial centres have an audit oversight body,
independent of the auditing profession, which performs the
functions of registration, inspection, investigation and disciplinary
action. These audit oversight bodies are more able to be proactive
as they can select auditors of listed companies for regular audit
inspection. That is a means to ensure a reasonable quality in the
audit of listed companies. The European Union, the USA, Japan
and the Mainland, all advocate uniform systems of financial
reporting, auditing and audit regulation. With uniform systems,
mutual recognition is possible. This would greatly reduce the
cost of listing in various jurisdictions by multinational corporations
and would in furn facilitate free movement of capital for greater
economic efficiency.

In Hong Kong. the HKICPA examines and registers auditors, reviews
their practices and disciplines those who fall short of the standard
required while the FRC performs enquiry and investigation. This is
different from the regulatory frameworks in some other financial
centres.

As an effective regulator for Hong Kong, one of the world’s major
financial centres, if the FRC were to conform to the world standard
then Hong Kong could enjoy reciprocal arrangements with audit
oversight bodies in other countries. This will be an issue for Hong
Kong fo consider for the future.

Enhancing accountability

To strengthen accountability, the Chief Executive of the HKSAR
appointed an independent PRP effective from 1 November 2008.
The PRPis responsible for reviewing the FRC's performance to ensure
our employees have handled all cases in a fair and consistent
manner and that decisions made and actions taken in relation to
cases had adhered to the infernal procedures and guidelines of
the FRC. The PRP comprises a Chairman and four members. The
Chairman of the FRC is an ex-officio member of the PRP.

Besides the review by the PRP, accountability was also enhanced
through the reporting of the progress of our work to the Legislative
Council Financial Affairs Panel at the annual meeting. Suggestions
and advice from the Panel were duly followed-up.

Council and Committee meetings

The Council met six times during the year.
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CHAIRMAN'S STATEMENT

The Council will continue to receive advice from each of its four
committees on relevant areas of its work. These are the Corporate
Communications Committee, Operations Committee, Remuneration
Committee and Tender Committee.

Connecting with the community

The FRCis stillthe 'new kid onthe block’ on Hong Kong's regulatory scene
and is conscious of the need to ensure that the public understands its
purpose and functions.

We meet regularly with the media and members of the accounting
profession and we speak at seminars and conferences to help different
sectors understand our role and functions.

Through our website, we explain to the public how we deal with
complaints and share our experiences in investigating the cases (on a
no-name basis) for educational purposes.

Our team

One director joined us during the year, while another left, so the total
number of staff remains 11, including the CEO. There was no change in
the Council's membership.

The FRC continued fo benefit from the assistance of three highly
experienced certified public accountants, acting as Honorary Advisers,
fo provide advice on cases of auditing irregularities, and the FRRP
consisting of five Panel Convenors and 29 members, which probed into
listed entities’ non-compliance with accounting requirements.

Looking forward

We are committed to the objectives of independence, efficiency,
fransparency and accountability. However, there is always room for
improvement in any of these aspects, and we will continue to aim ever
higher.

The performance of many companies has been affected by the
economic downturn. [t is important to strengthen regulatory oversight
of the auditors and the listed companies to ensure that financial
statements present a frue and fair view for the investing public.

A robust regulatory framework is important fo Hong Kong's continued
success as a major international financial centre. It is essential fo keep
in view the development in other financial centres over the world, as
well as to ensure FRC's capability for effective cross-border regulatory

The Financial Reporting Council Annual Report 2008
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cooperation, especially if more Mainlond and overseas
companies are encouraged to list on Hong Kong's stock
exchange.

The ambit of the FRC necessarily must evolve to become
compatible with other jurisdictions’ audit oversight frameworks
and fo respond to the new standard of supervision expected by
the public.

Under the current business environment, the role of the FRC in
detecting problems with financial reporting and auditing, which
in furn acts as a preventive to deter future problemes, is particularly
important. We look forward fo contfinue improving upon the
duties vested in us - working closely with other regulators to
promote corporate governance, enhancing the accounting
and reporting standards of listed entities in Hong Kong and,
more importantly, helping to safeguard investors' interests.

We will also explore more initiatives fo continue improving
our effectiveness to ensure we remain equipped to meet the
expectations of the accounting profession and the public.

Having a stable and competent team is a prerequisite for
outstanding performance and therefore we strive to maintain a
good working environment that will attract and retain talent. We
also take pride in being seen as a family-friendly employer.

A note of thanks

| would like to take this opportunity to express my gratitude to
each individual member of the Council, FRRP and Advisory Panel
for his or her enormous contributions over the past year.

| would also like to thank our own dedicated staff for their hard
work and contributions in enabling the FRC to fulfil its statutory
duties and to deliver high-quality work. | am very pleased that
our team genuinely like their work, finding it interesting and
meaningful so they perform not only with professionalism and
commitment, but with high spirits.

I would also like to express my appreciation of and thanks fo the
Financial Services and Treasury Bureau, CRTF, SFC, HKEx and
HKICPA for their support to the FRC.
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CHIEF EXECUTIVE OFFICER’S REPORT

THREERE

As the second year of my tenure as the inaugural CEO comes
to a close, | am pleased to report the remarkable progress
the FRC has seen over this time.

While my first year was focused on setting up the FRC and
tfurning it info a fully operational body, my second year has
been devoted to ensuring the FRC is an effective and efficient
regulatory body.

We have seen a number of impressive achievements
over these past 12 months, and have put in place a solid
foundation for the continued successful operation of the FRC
info the future.

Operational review

Review of modified auditor’s reports

On 16 July 2008, a year after the establishment of the
FRC, we began the task of reviewing modified auditor’s
reports to identify potential non-compliance with accounting
requirements. We have reviewed 28 modified auditor’s reports
on financial statements for the year ended 31 March 2008
and after. Twenty-seven were completed by year's end and, in
relation to the remaining one, aformal enquiry was necessary.
The enquiry was still ongoing at the end of the year.

Review of complaints

During 2008, the FRC reviewed 21 complaints. Of these nine
were received in the final quarter of 2007 and the rest in 2008.
At end-2008, six cases were still under review and only one of
them was more than six months old.

Sixty percent of the review of complaint cases completed
in 2008 took fewer than eight weeks to complete, compared
with 87% in 2007. This is because the 2007 cases were less
complicated. The number of Secretariat's requests for
information during the review of complaints serves as an
indicator of the work involved in each review. The average
number of requests for information sent by the Secretariat per
review increased to 3.3 for reviews completed in 2008 from
1.5 for reviews completed in 2007.
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In terms of efficiency, there is an improvement in the response
time of the Secretariat in 2008. 82% of our responses to
complaints and other incoming information were within
five days, compared with 68% in 2007. Listed companies,
auditors and other parties also took less time to respond to
the Secretariat’'s request for information, an average of 8.6
days in 2008 compared with 16.3 days in 2007.

No enquiry or investigation was initiated as a result of
complaints in 2008.

One investigation and one enquiry were initiated in 2007.
Both were completed in 2008.

Investigation

The investigation was conducted in relation to the audit of
a company listed on the Growth Enterprise Market (GEM)
Board.

The AIB prepared a report upon completion of the
investigation. The auditor and the listed company involved
in the investigation had been given sufficient opportunity
to comment on the report. The views and suggestions of
the Operations Committee and Honorary Advisers were
considered. Different perspectives were discussed before
the AIB arrived at a fair and equitable conclusion. The report
was adopted by the Council on 4 December 2008 and had
been referred to a specified enforcement agency for follow-
up action.

While my first year was focused on setting up the FRC and
turning it info a fully operational body, my second year has

been devoted to ensuring the FRC is an effective and
efficient regulatory body.
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Since this was the FRC's first report of an investigation, we
undertook an extensive process to obtain the views of
various parties. Therefore, it took 15 months to complete the
investigation. We expect to be able to shorten this time as we
gain more experience in this area of our work.

Enquiry

The enquiry conducted based on complaints was in relation
to the consolidation of a subsidiary in the interim financial
report of a company listed onthe GEM Board, where there was
a potential non-compliance with accounting requirements.

The Council appointed an FRRC from members of the FRRP
to conduct the enquiry. Highly competent and experienced
accountants are included on the FRRC, which means the
public can be assured of high-quality decisions.

A report was prepared upon completion of the enquiry
by the FRRC and was adopted by the Council on 29 May
2008. A notice has then been issued by the FRC to the listed
company fo request for the removal of the non-compliance
with accounting requirements. The Council will consider
publishing the findings of the enquiry in 2009, subject to the
requirements of the FRC Ordinance.

For the enquiry initiated as a result of the review of modified
audifor's reports, the company involved was listed on
the Main Board and the issue was whether assumptions
underlying the value-in-use calculations of certain property,
plant and equipment were reasonable and supportable.
The enquiry was still ongoing at the end of the year.

Fairness and transparency

Both the enquiry info non-compliance and the investigation
of auditing or reporting irregularities involved the finding
of facts. However, judgement is necessarily involved in
decisions as fo whether non-compliance or auditing or
reporting irregularity has occurred.

Enquiries are conducted by FRRCs to ensure fairness.
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For investigations, we clearly separate the facts found
during the investigation and the judgement of the AIB in our
investigation reports. This allows readers to assess the views
of the AIB on the basis of the findings in the reports.

To promote fairness and fransparency in the process:

e Those named in the reports and would be adversely
affected in case of publication or disclosure of any part of
the report, were given the chance to review and comment
on the draft reports so their views could be fully reflected in
the final reports.

e The reports may be published depending on:
o any follow-up action;
o adverse effects on those named; and
o public interest.

e When a review, investigation or enquiry is completed, the
result of our work is communicated to the complainant
and those involved in the process (including the auditor
and the listed company).

o We release operations statistics and a summary of closed
cases on the FRC welbsite. This information is updated
monthly.

So far, auditors and accountants involved have been very
co-operative, providing us, in a timely manner, with the
information and documents we requested. This is to be
expected given the objective of the FRC is to uphold the
quality of financial reporting and the public’s confidence
in the accounting and auditing professions. We hope the
FRC and the accounting profession can continue to work
together to attain this goal.

Risk management review

A comprehensive review of our risk management framework
to identify and evaluate the risks faced by the FRC was
completed during the year. Areport sefting out the measures
taken to address such risks was presented to and endorsed
by the Council. Risk management policies are reviewed from
fime o time and amended as and when necessary.
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Financial review

The FRC recorded a surplus of HK$1.8 million for 2008 and
the accumulated surplus at 31 December 2008 was HKS$27.4
million.

Total expenditure for the period was HK$8.7 million. Most went
on staff costs of HK$7.4 million and legal and professional
fees of HKS0.5 million, representing 85% and 5% of the fotall
expenditure respectively. Staff costs increased by $3.1 million
compared with $4.3 million in 2007. This was because the
FRC was fully operational only with effect from 16 July 2007.

Though the $10 million contribution per annum for the first
three years of operation proves to be sufficient, we do foresee
a need for an increase in funding and are pleased to note
that the Government has begun discussions with the four
funding parties on future funding arrangements.

A note of thanks

I would like to pay tribute to the hard work of my fellow
colleagues, whom | regard as my friends. It is fruly a
great pleasure to work with them. The contribution of my
colleagues is immeasurable in ferms of the effort spent and
the dedication to their work.

The coming year promises fo present many challenges given
the economic downturn. However, | am confident that the
FRC will continue to build on its strengths and professionalism
as an independent regulator. We will strive to maintain the
highest standards of financial reporting, ensuring that public
confidence remains high.
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Our objective is to uphold the quality of
financial reporting in Hong Kong.
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FRC MEMBERS

Chairman

Ms. Sophia Kao, J.P.

(appointed on 1 December 2006)

Ms. Kao possesses rich experience in human resources
management, and was a lay member of the council of the
HKICPA from December 2004 to November 2006. She is now the
Chairperson of the Women's Commission.

Members

Mr. Bunny Chan, B.B.S., J.P.
(appointed on 1 October 2007)

Mr. Chan is the Chairman of Prospectful Holdings Limited. He is also
the Chairman of the Kwun Tong District Council (Third Term) and is
currently serving on a number of Government committees.

Mr. Moses Cheng, GBS., J.P.
(appointed on 1 December 2006 on nomination of HKEX)

Mr. Cheng is the senior partner of PC Woo & Co. He is a director of
the HKEx and has extensive experience in the Listing Committee of
The Stock Exchange of Hong Kong Limited.

Mr. Mark Dickens, J.P.
(appointed on 1 December 2006 on nomination of SFC)

Mr. Dickens has extensive experience in the regulation of securities
and futures markets, and was previously an executive director of the
SFC from January 1997 to March 2005.

Mr. Martin Hadaway
(appointed on 1 December 2006)

Mr. Hadaway is formerly the Chief Executive of Gammon
Construction Limited and is the principal of Sunridge Management
Limited. He is a Fellow of the Hong Kong Institution of Engineers and
a member of the Vocational Training Council.

Dr. P.M. Kam
(appointed on 1 December 2006 on nomination of HKICPA)

Dr. Kam is a certified public accountant. He is the Group Financial
Controller of Jardine Matheson Limited. He is a member of the
Operations Review Committee of the Independent Commission
Against Corruption and the Standards Advisory Council of the
Infernational Accounting Standards Board. He was the President
of the then Hong Kong Society of Accountants (now renamed the
HKICPA) in 1999 and 2000.
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Hon. Mrs. Sophie Leung, G.B.S., J.P.
(appointed on 1 December 2006)

Mrs. Leung is a member of the Legislative Council representing the
Textile and Garment constituency and the Chairperson of The Young
Entrepreneurs Development Council (YDC).

Mr. Vernon Moore, B.B.S.
(appointed on 1 December 2006)

Mr. Moore is an executive director of CITIC Pacific Limited, and a
non-executive director of Cathay Pacific Airways Limited and an
independent non-executive director of CLP Holdings Limited. He
has served as a council member of the then Hong Kong Society of
Accountants and as a member of the Listing Committee of the SEHK.
He is a certified public accountant.

Prof. Judy Tsui
(appointed on 1 December 2006)

Prof. Tsui is the Associate Vice President, Dean of the Faculty of
Business and Chair Professor of Accounting at The Hong Kong
Polytechnic University. She has published widely on corporate
governance, and was a council member of the then Hong Kong
Society of Accountants from December 2001 to December 2004.
Prof. Tsui is a certified public accountant, and has been named
Fellow of the Hong Kong Society of Accountants, Honorary Fellow of
CPA Australia and Fellow of the Hong Kong Institute of Directors.

Ms. Ada Chung (ex-officio)
(from 1 October 2007)

Ms. Chung is both a certified public accountant and a barrister-at-
low. Before her appointment as the Registrar of Companies on 27
August 2007, she was a Deputy Law Officer of the Department of
Justice. Ms. Chung has joined the Civil Service since 1981.

Mr. M.T. Shum, S.B.S. (ex-officio)
(from 1 February 2007)

Mr. Shum is the Chief Executive Officer of the FRC. He is a certified
public accountant and was the Director of Accounting Services
from February 1999 to October 2003. He has served as an ex-officio
council member of the then Hong Kong Society of Accountants for
over four years.
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Besides handling complaints, we started

a new task of reviewing modified auditor’s
reports to identify potential non-compliance
cases which require follow-up action.
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CORPORATE GOVERNANCE
o 37

Good corporate governance is of paramount importance at
alltimes, but particularly during this period of uncertainty. The
FRC is mindful of its crucial role in underpinning confidence in
Hong Kong's financial framework. We will continue to maintain
a high standard of corporate governance by performing our
regulatory role effectively and efficiently and always with the
pursuit of excellence as our goal.

In the development of its corporate governance framework,
the FRC has adopted the best practices of public entities as
outlined in, "Governance in the Public Sector: A Governing
Body Perspective, Study 13", issued by the International
Federation of Accountants.

The Council's corporate governance framework covers
many different areas: from the governing body itself fo
human resources and operational issues. In meeting
its responsibility to the public, the FRC recognises the
importance of maintaining transparency in its activities.
Complaint statistics and annual reports are released on a
tfimely basis to ensure up-to-date communication with the
public. The FRC's performance in each area is discussed in
more detail in the following sections.

Independence

The FRC's credibility rests on its independence from the
accounting profession and this is reinforced by the fact that
the FRC is governed by the Council and the majority of Council
Members are lay people, i.e., non-accountants, including
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The signing of the MoU by Ms. Sophia Kao (left) and
Mr. Albert Au, the President of the HKICPA on 20 February 2008. 2008.
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Meeting with the delegates of the MoF on 22 September
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the Chairman. The CEOQ is appointed by the Chief Executive
of the HKSAR on the recommendation of the Council.

Transparency

The FRC is committed to openness and transparency in all its
activities, subject to the need for confidentiality as required
under the FRC Ordinance.

Summaries of closed complaint cases are published on our
website. These summaries outline the allegations confained
in the complaints received and the FRC's findings. They
are updated on a monthly basis to keep the accounting
profession and the public fully informed of how the FRC is
handling the complaints it receives.

Operations are reported to the public through press releases
and statistics published on our website. Since the launch
of the FRC, operations statistics have been updated on a
monthly basis and the operating procedures governing
complaints, investigations and enquiries are available on our
website. Upon completion of an investigation or enquiry, the
Council may decide to publish the investigation or enquiry
reports, if appropriate.

Complainants will, in most cases, be informed of the outcome
of their complaints. There may however be exceptions, for
instance if the case is being investigated by other regulators
and/or law enforcement agencies. This is to ensure fairness
for those involved in the cases.
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At the media reception on 19 March 2008, the FRC announced
the publication of its first annual report.
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Presentation of souvenir affer a talk at the Hong Kong
Shue Yan University on 10 December 2008.
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Communication

To promote effective communication with the public, the
FRC has adopted an open and proactive policy. It posts on
its website comprehensive information about the FRC's role
and activities; its annual reports are also posted for public
perusal. It takes part in inferviews and seminars and holds
press conferences to foster two-way communication with
other regulators and the public.

The Council

The FRC at present comprises 11 Council Members and they
form the highest governing board. The Council provides
directives to the CEO and the Secretariat and oversees the
performance of the statutory functions.

Of the current 11 Council Members - eight are appointed by
the Chief Executive of the HKSAR for a three-year term from 1
December 2006, and one is appointed for the period from 1
October 2007 to 30 November 2009. Three of the appointed
members are nominated respectively by the HKEx, the HKICPA
and the SFC. There are two ex-officio members - the Registrar
of Companies, or his/her representative, and the CEO.

The FRC Ordinance provides that a majority of the Council
Members (including the non-executive Chairman) shall be
lay people. As of 31 December 2008, six Council Members,
including the Chairman, were lay people. Council Members,
other than the CEO, are not remunerated.

The Council meets once every two months and holds
additional meetings as necessary. It also resolves matters
by circulation of papers. In 2008, the Council held six formal
meetings. The meetings and proceedings of the Council are
set out under the FRC Ordinance. All important policies and
strategies are deliberated and decided by the Council.

Council Members receive timely and adequate information
enabling them to consider issues to be discussed at
Council meetings. Management accounts are submitted
to the Council for information and review at every Council
meeting.
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The CEO is responsible for executing the Council’s policies
and decisions and is charged with the effective day-to-day
management and operations of the FRC. The CEO reports
regularly to the Council on operational matters and provides
advice to the Council.

Council meetings
The following fable summarises the attendance of Council
Members from 1 January 2008 to 31 December 2008.
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Number of meetings &R E

Sophia Kao (Chairman) &% (/)

Bunny Chan BRI

Moses Cheng HHE

Mark Dickens 7kE)2

Martin Hadaway E7&f

PM.Kam H1Ex

Sophie Leung 22IF%

Vernon Moore H{&#

Judy Tsui #RANMERE

Ada Chung (Registrar of Companies) $&E¥ (A alit g R)
M.T.Shum (CEO) kX5 (7TB#8%E)

Average attendance at meetings Fi&EHER

TYFETTY

Council Members in meeting on 4 December 2008.
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6/6
3/6
4/6
6/6
5/6
6/6
5/6
5/6
4/6
6/6
5/6

100%
50%
67%
100%
83%
100%
83%
83%
67%
100%
83%
83%
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Balance of responsibility

The FRC is structured to maintain an appropriate balance of
responsibility among the Council and the Secretariat. Under
the current structure, the Council is responsible for overseeing
the FRC’s overall policy and decision-making, while the
Secretariat is responsible for managing and administering its
day-to-day operations.

To ensure the highest standards of corporate governance,
the Secretariat assigns a director to take charge of each case
and at least one other director to review the case material
before any decision is made or any action is taken.

Code of conduct

The FRC is fully cognisant of its obligations to the public
and strives to perform its role in an ethical and principled
manner. It requires a high level of integrity from its staff and
anyone who performs a function under the FRC Ordinance.
All FRC staff members are subject to a Code of Conduct to
which they must strictly adhere while performing any role for
the FRC. The standards of conduct - regarding conflicts of
inferest, confidentiality and personal investments - are set out
in the code. The Code of Conduct is reviewed and updated
regularly to ensure that it is consistent with the current best
practices.

Conflicts of interest

Those performing functions under the FRC Ordinance,
including Council Members, members of the FRRC, AIB,
Advisory Panel and FRC staff members, are legally bound to
declare any interest they may have in a case. The Council
will consider every conflict of inferest and determine if the
person concerned should take part in any deliberations or
decision-making regarding a particular case. Declarations
are made before any information about a case is released
to these members.

Confidentiality

It is inevitable that FRC staff members are exposed to
confidential informatfion in the process of reviewing
complaints, performing investigations, and conducting
enquiries. Therefore, confidentiality is considered of utmost
importance. Under the preservation of secrecy provision
contained in the FRC Ordinance, disclosure of restricted
information - obtained in the process of performing a function
under the FRC Ordinance - is a criminal offence.
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Personal investments

On taking up employment with the FRC, staff members are
required to report all their securities holdings, as well as those
of their spouses, dependent children under 21 years old or
controlled entities. They must report their year-end securities
holdings on or before 15 January each year as well as report
each sale and purchase of listed securities within two weeks
of the transaction.

Data protection

The FRC gives high priority to the protection of data from
unauthorised disclosure or loss. Thus it prohibits the transfer
of any sensitive or restricted data unless it is in encrypted
format.

Similarly, no material containing confidential information
should be removed from the office except in exceptional
circumstances. In the event that there is a need to take such
material out of the office, staff members must ensure the risk
and consequences of data loss are minimised and seek prior
permission from the CEOQ. If the material is in electronic form,
staff must use a USB flash drive that automatically encrypts all
files as they are transferred from the desktop computer.

Accountability and audit

Finance and accounting

The FRC is required to submit estimates of income and
expenditure for each financial year to the Secretary for
Financial Services and the Treasury for approval. The Council
is responsible for overseeing the preparation of the annual
financial statements, which must give a true and fair view of
the FRC's state of affairs, results and cash flows. The Council is
also responsible for ensuring that proper accounting records
are kept.

The FRC's financial statements are audited by the Director of
Audit. The annual financial statements and a report of the
FRC's activities are submitted to the Secretary for Financial
Services and the Treasury and tabled in the Legislative
Council.
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Process Review Panel

In 2008, to strengthen the FRC's accountability and
transparency, the Chief Executive of the HKSAR appointed an
independent, non-statutory PRP. The PRP will conduct reviews
of the FRC’s operating procedures to ensure that they are
fair and reasonable and o determine whether, in handling
cases or in taking actions or making decisions, the FRC has
followed its internal procedures for due process.

The PRP, comprising a chairman, four members including the
Chairman of the FRC as an ex-officio member, was formed on
1 November 2008. At the outset, the Secretariat thoroughly
briefed panel members on the functions and procedures of
the FRC.

The PRP will select for review a number of cases and advise
the FRC on the adequacy of its operating procedures in
regard to these cases.

The PRP will submit annual reports to the Secretary for
Financial Services and the Treasury, which may publish the
reports, subject to the relevant statutory secrecy provisions
and other confidentiality requirements.

Prevention of corruption

The Independent Commission Against Corruption (ICAC)
has reviewed the FRC's operating procedures for corruptfion
prevention and has provided advice on its Code of Conduct.
The FRC will continue to work with the ICAC to enhance further
the efficacy of its internal policies and procedures.

Internal control

The Council gives high priority to its responsibilities for
maintaining a sound and effective internal control system,
a clear organisational structure with defined authority, and
proper segregation of duties.

The review of infernal control policies covers the entire gamut
of FRC activity. There are prescribed policies and guidelines
for personnel administration, procurement, authorisation
of fransactions and safeguarding of assets. The Secretariat
prepares the annual budget, which is endorsed by the
Council, then approved by the Secretary for Financial Services
and the Treasury.
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Risk management framework
The FRC is a not-for-profit organisation, therefore many of the
risks faced by business enferprises are not applicable. The
risks, to which the FRC is exposed, include:

Business inferruption due to external circumstances
Computer failure

Damage to physical property

Default of bank

Employee fraud

Injury fo employees

Professional liability

Public liability

Staff turnover

The FRC has evaluated these risks and developed measures
fo address them. These policies are included in our risk
management report and are reviewed from time to time, as
and when necessary.

Maintaining a competent team

Training and development programmes

The effectiveness of internal controls relies on the
performance of staff and, to no lesser degree, the integrity
of staff. The FRC has structured training and development
programmes to ensure that the right competencies and
talents are in place or are being developed to meet our
objectives and long-term succession requirements.

Staff remuneration

The FRC believes that a fair and competitive reward system
is a key driver of staff performance. Our remuneration
policy is designed to enhance individual performance and
motivation.

After considering recommendations from the CEO,
the Remuneration Committee advises the Council on
remuneration-related policy matters such as, remuneration
structure, pay levels, yearly pay adjustments, staff
performance bonuses and other terms and conditions
of employment. Remuneration of FRC staff members is
determined by market conditions and work performance. The
Chief Executive of the HKSAR determines the remuneration of
the CEO.
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Going Forward
As a Team
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We work closely with other regulators to
enhance protection for investors.
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STATISTICS AND ANALYSIS OF REVIEWED CASES
EREERNGT T RERD

Review of complaints

Throughout the year, the FRC continued to receive a steady flow
of complaints, all of which were examined carefully before a
decision was made. Progress as at 31 December 2008 on the
review of complaints since starting operations was as follows:

complaints received

EE2ORIRF

review of complainfs suspended’

HBEN 4R

complaints under review

EEEM6 =R

complaints with no follow-up action?

BRRFEFRMBETE?

complaint resolved by
complaineg?
1RIRH

BRI A BTHR®

complaints referred to
specified enforcement
agencies*

KESiE

BT REBHTHRE

1R

Notfes :
1. Reviews are suspended pending results of investigations by specified enforcement agencies.

2. After the FRC reviewed the complaints by reference to the material provided by the respective
complainants and the additional information obtained from the parties concerned, it
considered that the complaints had no merit or the parties concerned had provided
a satfisfactory explanation to support the claim that there was no auditing or reporting
irregularity, or non-compliance with accounting requirements.

3.The FRC discussed the alleged non-compliance with the complainee who subsequently
published a clarification announcement. The issue was satisfactorily resolved without
initiating an investigation or enquiry.

4.Cases not within the remit of the FRC or those requiring follow-up action are referred fo
specified enforcement agencies. According fo the FRC Ordinance, “specified enforcement
agency”means the Commissioner of Police of Hong Kong, the Commissioner of the ICAC, the
HKICPA, the HKEx, the SFC, the Registrar of Companies, the Monetary Authority, the Insurance
Authority, the Commissioner of Inland Revenue, the Official Receiver, the Mandatory Provident
Fund Schemes Authority, or the Market Misconduct Tribunal.

5. After the completion of the enquiry, a notice fo remove the non-compliance with accounting
requirements was issued by the FRC to the listed company.

6. Affer the completion of the investigation, the case was referred fo a specified enforcement
agency.
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Analysis of complaints received

IR BRI D 7
(1) Stock markets on which companies related to (2) Source of complaints
complaints are listed R AGR

BRIGFN DB EHHRED S

17%

€2 Main Board =5 () Members of the public 2B AL
e GEM Board g%k @ Government bodies and specified
enforcement agencies
BURT R B FE RSN THE RS

e Anonymous E& A+

(3) Nature of complaints (4 Size of accounting firms related to the
RERME 11 complaints of auditing irregularities (see chart 3)
1R B T ENET RIS RAE T
HRE (RE3)

@) Auditing imegularities Fit 3 T %7774 O Big 4 mAwitai

@ Non-compliances with accounting o Other accounting firms At &5HAH1T
requirements
TERETHRENER

e Both auditing irregularities and non-compliance
RE S REATETRARTENER
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Issues encountered in relation to complaints of auditing
irregularities

Whether audit planning was adequate

Whether the auditor failed to obtain sufficient evidence, for
example in cases where:

o no external confirmation was sent for certain receivables

o non-existence of property, plant and equipment was not

uncovered

Whether the auditor
scepticism when:

exercised sufficient professional

o sales were unusually high in certain quarters of the year
and no additional audit procedures were performed to
look into this issue

o revenue and gross profit declined significantly, resulting in
operating loss but no impairment tests for property, plant
and equipment were performed

Whether there was sufficient documentation of the audit
procedures performed and audit evidence obtained fo
support audit conclusions
Whether the auditor failed to:
o identify non-compliances with accounting requirements
o identify significant infernal control weaknesses
o express a modified opinion
o inform the listed entity of a modification of auditor’s
report in time
o provide clearance for the bulk print of the annual report
in time
Whether there was a conspiracy between the auditor and
the directors to misstate financial statements

Issues encountered in relation to complaints of non-
compliances with accounting requirements

Convertible bond
o whether a convertible bond contained an equity element

o whether the liability element should be disclosed as a
current or non-current liability
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e Consolidation

o

whether control existed and an entity in the group should
be accounted for as a subsidiary

whether the parent properly deconsolidated a subsidiary
after it was put info liquidation and accounted for it as an
available for sale investment

whether all reasonable means were exhausted in obtaining
information for the consolidation of a sulbsidiary

whether goodwill was inappropriately recognised if it was
subsequently impaired in the year of acquisition

how contingent consideration should be accounted for
based on a profit guarantee arrangement

why shares and bonds issued for acquisition were not
recognised aft fair value

e Financial instruments

o

whether certain investments were properly classified
and accounted for in accordance with the relevant
accounting standards

whether the disclosure in relafion fo derivative financial
instruments was sufficient

whether the exfent of risks arising from the derivative
financial instruments was underestimated in the sensitivity
analysis

e |mpairment

o

whether assumptions underlying the value-in-use
calculations of certain property, plant and equipment
were reasonable and supportable

whether huge impairment loss recognised in the
current year indicated impairment issues in previous years

whether intfangible assets recognised and then fully
impaired in the same year implied an issue of impairment
at the initial recognition of the intangible assets

whether a disclaimer opinion in relation to the carrying
value of an infangible asset and a related receivable
suggested an issue of impairment
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e Fair value gain
o whether the recognition of gains arising from the initial
acquisition of an asset at fair value and from a subsequent
change in fair value was appropriate
e Timing of recognition
o why the change of accounting estimates in relation fo the
useful lives of certain equipment identified in the current
year's annual report was only reflected in the following
year's financial statements

o why expenses were recorded in the year of payment, but not
when the expenses were incurred

o whether the provision for doubtful debts should have been
made earlier
e Failure to disclose:
o restrictions on certain assets
o related party transactions
o certain capital commitments
o the accounting policy of significant assets firstly recognisedin
the interim financial report
e |nappropriate or incorrect calculation

o incorrect calculation of earnings per share for interim period
based on annualised earnings

o incorrect ageing analysis of certain receivables

e Otherissues

o adjustingthe amountsrecognisedinthefinancial statements
to reflect a non-adjusting event after the balance sheet
date

o inappropriate accounting tfreatment in relation to infra-
group balances denominated in foreign currencies
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Review of modified auditor’s reports

Progress on the review of modified auditor’s reports since it started
on 16 July 2008 is as follows:

EREERNGETBFRERD

BHFERRERRNETRSE
“FE\FLATABE  BHIFEREAE
RRBHREMEEMT -

modified auditor’s reports issued and reviewed

CEM28ECBANFBERESRENRSE

3

reports with no potential non-compliance issues identified
B ERERBERRARETIERER

review completed and no follow-up action required

R 5E R T IREUREITE

Analysis of modified auditor’s reports reviewed
EEMNEEREERENREN DM

(1) Stock markets on which companies with modified
auditor’s reports are listed

PRIEBREZREFFBRENARMLEHTHRETS

@ Main Board 1R

@ GEM Board &%)

Among all the modified auditor’s reports reviewed, three reports
with potential non-compliance issues requiring a more detailed
review were identified. Modification in these reports relates to
asset valuation, related party transactions and impairment loss.

reports with potential non-compliance issues identified
IMEMEBBAEEFERER

1

enquiry initiated
2RMA1REH

(2) Size of accounting firms involved in
the issuance of the modified auditor’s
reports

BRFBRESRFARENSEATH
B

@ sig4 mxwiten

@ Other accounting firms H b & 57T

EMACEHNIFERESLBIRED - &
B=A s R T EREE - FIFEFANE
Bl - W= MEANIFBRESR - HEER
B BEALRSZRBERKEM -
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REPORT OF THE DIRECTOR OF AUDIT

EEERRE

Audit Commission
The Government of the Hong Kong
Special Administrative Region

Independent Audit Report

To the Financial Reporting Council

| have audited the financial statements of the Financial Reporting
Council set out on pages 44 to 57, which comprise the statement
of financial position as at 31 December 2008, and the statement
of comprehensive income, statement of changes in funds and
statement of cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory notes.

Financial Reporting Council’s responsibility for
the financial statements

The Financial Reporting Council is responsible for the preparation
and the true and fair presentation of these financial statements in
accordance with section 18(2) of the Financial Reporting Council
Ordinance (Cap. 588) and International Financial Reporting
Standards. This responsibility includes designing, implementing
and maintaining internal control relevant to the preparation and
the true and fair presentatfion of financial statements that are
free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the
circumstances.

Auditor’s responsibility

My responsibility is fo express an opinion on these financial
statements based on my audit. | conducted my audit in
accordance with section 19(1) of the Financial Reporting
Council Ordinance and the Audit Commission audifing
standards. Those standards require that | comply with ethical
requirements and plan and perform the audit to obtain
reasonable assurance as to whether the financial statements
are free from material misstatement.
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An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers
infernal control relevant to the entity’s preparation and true and
fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Financial
Reporting Council, as well as evaluating the overall presentation
of the financial statements.

| believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my audit opinion.

Opinion

In my opinion, the financial statements give a tfrue and fair view
of the state of affairs of the Financial Reporting Council as at
31 December 2008 and of its results of operations and cash
flows for the year then ended in accordance with International
Financial Reporting Standards and have been properly prepared
in accordance with section 18(2) of the Financial Reporting
Council Ordinance.

CHAN Bar-keung
Assistant Director of Audit
for Director of Audit

Audit Commission

26th Floor, Immigration Tower
7 Gloucester Road

Wanchai, Hong Kong

5 February 2009
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FINANCIAL STATEMENTS
ARk

STATEMENT OF COMPREHENSIVE INCOME mEWAR
For the year ended 31 December 2008 HE_FENF+A=1T—HIFE
Period from
1 December 2006
(date of
Year ended establishment) fo
31 December 2008 31 December 2007
Note HKS$ HK$
—EERE+=A—H
BE-ZEN\FE (RIBM)E=-ZZLHF
tTZA=+—BLEE +=H=+—~H
FiaE BT BT
Income WA
Annual contribution BERAES 4 10,000,000 10,000,000
Non-recurrent contribution FREEHERAES 4 - 20,000,000
Interest income FEYA 5 507,111 1,009,069
eeeooJdOS07AM 31.009.009
Expenditure X
Staff costs BIRAK 6 (7.415,295) (4,287,580)
Staff recruitment expenses BEETXH (154,594) (491,550)
Depreciation expense FEXH (129,232) (64,885)
Other operating expenses HitgEx 7 (1,008,051) (612,399)
I @707.172) (6.450414)
Surplus and total comprehensive F/8RZEERRK
income for the year/period BEEWA 1,799.939 25,552,655
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STATEMENT OF FINANCIAL POSITION

As at 31 December 2008

R IR AR

R=ZFLENF+=H=1+—H

2008 2007
Note HKS HKS
FIEE BT BT
Non-current assets EREEE
Office equipment and furniture PRAERBREE 9 283172 375864
Current assets REBEE
Interest receivable FEUF 9,002 58,405
Prepayments and deposits FENRERES 10 132,208 133,747
Time deposits EBFR 11 27,400,000 25,500,000
Bank balances and cash RITHBEES 12 264,310 146,774
Total current assets REBEERE 27,805,520 25,838,926
Current liabilities REBEE
Accounts payable FEATBRFX (736,098) (662,135)
Net current assets REEEFE 27069422 25176791
Total assets less current liabilities #EERABHAES 27,352,594 25,552,655
Funds '
General fund —RES 13 7.352,594 5,552,655
Reserve fund fFES 13 20,000,000 20,000,000
Total funds wES 27,352,594 25,552,655
Approved by the Financial Reporting Council on 5 February 2009 720094 2 A 5 BRI IS kB #E A&
Sophia Kao &&= M.T. Shum 3 &
Chairman /& Chief Executive Officer 7748t
MIEERB 2008 Fi#k
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FINANCIAL STATEMENTS (CONTINUED)

STATEMENT OF CHANGES IN FUNDS BEE#ER

For the year ended 31 December 2008 HE_TTN\F+_A=+—HIFE

General fund Reserve fund Total funds

HK$ HK$ HK$
—RES REE wES
BT BT BT
At 1 December 2006 R=ZBZEXRF+=A—H
(date of establishment) (R HEA) = = -
Total comprehensive
income for the period HRAZERA 25,552,655 - 25,552,655
Transfer from general fund
to reserve fund H—RESHEERES (20,000,000) 20,000,000 -
At 31 December 2007 R=EBtF+=A=+—H 5,552,655 20,000,000 25,552,655
Total comprehensive
income for the year FRBLEZEESWA 1,799,939 - 1,799.939
At 31 December 2008 R-ZEZENFE+=-A=+—H 7,352,594 20,000,000 27,352,594
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STATEMENT OF CASH FLOWS

For the year ended 31 December 2008

BEnEgR

B ISR 3R ()

BE—TEN\F+-_A=1+—HIFE

Period from
1 December 2006
(date of
Year ended establishment) to
31 December 2008 31 December 2007
HKS HKS
—E2ERE
+=H—H
BE-ZTENF (‘I BE)
+ZA=+—H1 s S8 s
FE +=B=+-H
BT BT
Cash flows from operating activities K& EBHELCRERE
Surplus for the year/period F/HREER 1,799,939 25,552,655
Adjustments for: FHEEIEE
Depreciation expense TEXH 129,232 64,885
Interest income FIZ WA (507,111) (1,009,069)
Decrease/ (increase) in RN FIER
prepayments and deposits BERAD /(38 m) 1,539 (133,747)
Increase in accounts payable FE(SBRFRIG AN 73,963 662,135
Net cash inflow from RETHEEZ
operating activities RERAEHR 1,497,562 25,136,859
Cash flows from investing activities REFEELEZEERE
Purchases of office equipment and
furniture BERNEREREFE (36.,540) (440,749)
Interest received BRI 556,514 950,664
Net cash inflow from REFBHEEZ
investing activities RerA®® 519974 509915
Net increase in cash and RERRESE/YZ
cash equivalents EINFEE 2,017,536 25,646,774
Cash and cash equivalents at RE/BAOZRER
beginning of the year/period REeEZEEY 25,646,774 -
Cash and cash equivalents at RE/BMRZRER
end of the year/period BEEEY 27,664,310 25,646,774
Analysis of balances of cash RERBREEBYZ
and cash equivalents e
Time deposits EBER 27,400,000 25,500,000
Bank balances and cash RITHBRRRE 264,310 146,774
27,664,310 25,646,774
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FINANCIAL STATEMENTS (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2008

1. General

The Financial Reporting Council (the FRC) was established in
Hong Kong under the Financial Reporting Council Ordinance
(the FRC Ordinance, Cap. 588), which wasenacted on 13 July
2006. lIts office address is 29th Floor, High Block, Queensway
Government Offices, 66 Queensway, Hong Kong.

The financial statements are presented in Hong Kong dollar,
which is the functional currency of the FRC.

. Principal Activities

The functions of the FRC are set out in the FRC Ordinance.
The FRC is empowered by the FRC Ordinance to conduct
investigations  concerning auditing and  reporting
irregularities, and to make enquiries info non-compliances
with financial reporting requirements.

3. Summary of Significant Accounting Policies
(0) Basis of preparation

These financial statements have been prepared in
accordance with Infernational  Financial  Reporting
Standards (IFRSs). They have been prepared under the
historical cost convention.

The FRC has early adopted the following revised standard
which is relevant but not yet effective for the current year’s
financial statements:

IAS 1 (Revised) Presentation of Financial Statements
Except for presentation and disclosure requirements, the
above revised standard does not have any impact on the

FRC's financial statements.

Due to the nature of its operation, the FRC does not have any
funds that it regards as its capital.
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3. Summary of Significant Accounting Policies

(continued)

(b) Office equipment and furniture

Office equipment and furniture are stated at cost less
accumulated depreciation and any impairment losses,
except that items that cost less than HK$5,000 are expensed
in the period of acquisition. The cost of an item of office
equipment and furniture comprises its purchase price and
any directly attributable costs of bringing the asset to the
location and condition necessary for its infended use.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of office equipment and furniture
over its estimated useful life after considering its estimated
residual value. The respective useful lives are as follows:

Computers 3 years
Other office equipment 7 years
Office furniture and fixtures 10 years

Residual values, useful lives and depreciation method are
reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of office equipment and furniture is derecognised upon
disposal or when no future economic benefits are expected
from its use. Any gain or loss on disposal or retirement, being
the difference between the net sales proceeds and the carrying
amount of the relevant asset, is recognised in the statement of
comprehensive income in the period the asset is derecognised.

Impairment loss

At each financial year end, the carrying amounts of assets
are reviewed to determine whether there is any indication
that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced
fo its recoverable amount. An impairment loss is recognised
as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, fo the extent that the increased carrying
amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for
the asset in the prior periods. A reversal of an impairment loss is
recognised as income immediately.
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FINANCIAL STATEMENTS (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2008

3. Summary of Significant Accounting Policies
(continued)

(c) Financial assets
Financial assets include interest receivable, time deposits
and other bank balances. They are carried at amortised
cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised when
there is objective evidence that the asset is impaired. The
amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flows discounted at the asset's original
effective interest rate. The impairment loss is recognised in
the statement of comprehensive income.

Any subsequent reversal of an impairment loss is recognised
in the statement of comprehensive income, to the extent
that the carrying amount of the asset does not exceed its
amortised cost at the reversal date.

A financial asset is derecognised where the rights to
receive cash flows from the asset have expired or the FRC
has transferred substantially all the risks and rewards of
ownership of the asset.

(d) Financial liabilities
Financial liabilities include accounts payable and are
measured at cost.

A financial liability is derecognised when the relevant
obligation is discharged, cancelled or expires.

(e) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand,
deposits with banks, and other shortterm highly liquid
investments that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of
changes in value, having been within three months of
maturity at acquisition.
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3.

®

Summary of Significant Accounting Policies
(continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable.

Unconditional and non-refundable contributions are
recognised as income when they become receivable.

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
discounts the estimated future cash receipts through the
expected life of the financial instrument to the net carrying
amount of the financial asset.

(9) Employee benefits

Salaries and paid annual leave are accrued in the period
in which the employees rendered the associated services.

Provision for bonus payments are recognised when the FRC
has a present legal or constructive obligation to make such
payments as a result of past events and a reliable estimate
can be made.

Contributions fo Mandatory Provident Fund (MPF) are
charged as an expense when employees have rendered
services entitling them to the contributions.
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FINANCIAL STATEMENTS (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2008

4. Contributions
Contributions represent funds received from the
following parties:

Year ended 31 December 2008:

BRI T

HE_TEN\F+_A=1T—HIFE

4. EE®RA
B RISH TIIMBRAZ R

BE_ZZN\EF+_A=+—ALFE:

Non-
Annual recurrent
contribution contribution Total
HKS HKS HKS
SE3 FREM
RAESE BRAES B
BT BT BT
Companies Registry Trading Fund (CRTF)
AREMEEEES 2,500,000 - 2,500,000
Hong Kong Institute of Certified Public Accountants (HKICPA)
EREHEAE 2,500,000 - 2,500,000
Securities and Futures Commission (SFC)
BHERBEEHERZES (RED) 2,500,000 = 2,500,000
Hong Kong Exchanges and Clearing Limited (HKEX)
BEERXZ REEFRERAT CBXRFR) 2,500,000 = 2,500,000
10,000,000 = 10,000,000

Period from 1 December 2006 (date of establishment) ZETRF+-A—H (KR HH)
to 31 December 2007: E_ETZLFE+_A=1+—A":
Non-
Annual recurrent
contribution contribution Total
HK$ HK$ HKS$
85 R EM
RAES BAESE g
BT BT BT
CRTF
AFFMELEEES 2,500,000 5,000,000 7,500,000
HKICPA
=N 2,500,000 5,000,000 7,500,000
SFC
BEg 2,500,000 5,000,000 7,500,000
HKEx
B P 2,500,000 5,000,000 7,500,000
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4. Contributions (continued)

The CRTF, HKICPA, SFC and HKEx signed a Memorandum of
Understanding (MoU) regarding the funding arrangement of
the FRC. Each party agreed to contribute an annual amount
of HK$2.5 million to the FRC for the first three years to meet its
operational needs. In addition, each party contributed a
lump-sum amount of HK$5 million to enable the FRC to set up
areserve fund. All these contributions are not refundable.

The office premises of the FRC are provided by the CRTF free of
charge. All the related utility and sewage charges, outgoings,
costs and expenses incurred in repairing, maintaining and
managing the office premises are paid by the CRTF.

. Interest Income
Inferestincome was earned from time deposits and other bank
balances which are carried at amortised cost.

B S ER3R (8)

BERA (@)

ARAEMELERS  BEEHHLE -
BESRAEIARNBERR EeRH
EERMERE SHERSE-F8F
M EERBRA_ER TEST - Mt
HISER DR S EATE o BN B
BA—SBTREEBT  UEHBERD
MBS FACRANESHTA

BRERBD M AEARAZMELER
TRERM - IAMEBRENISKER -
HFE  #E REREERIENNK
AR HEHRAREMEEEES AT -

*U /%\ u& A
) A TR 2 2 8 8 PR AR AR 2 T BT R
REAIRITREES

. Staff Costs BIRA
Period from
1 December 2006
Year ended (date of establishment)
31 December 2008 to 31 December 2007
HK$ HKS$
—EERF+ZA—H
BE-ZZTN\F (RIIBM)ZE-FTZLHF
TZA=+—HLFE +=HA=+—H
BT BT
Salaries and bonuses  FEN & TEAL 7.145,017 4,070,423
Medical insurance BRERR 147,461 55,948
MPF contributions BEIME A AR 102,595 63,229
Others Hth 20,222 97,980
7,415,295 4,287,580
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FINANCIAL STATEMENTS (CONTINUED)

Pursuant to section 16 of the FRC Ordinance, the FRC is
exempt from taxation under the Inland Revenue Ordinance
(Cap. 112).

The Financial Reporting Council Annual Report 2008

NOTES TO THE FINANCIAL STATEMENTS B FE SRR MEE
For the year ended 31 December 2008 HE_TEN\F+_A=1T—HIFE
6. Staff Costs (continued) 6. BT A |
Staff costs included the emoluments of the Chief Executive B TR AR IEITEEE 2 B+ 2,183,609
Officer amounting to HK$2,183,609 (2007: HK$2,014,506), BILT(ZZEZTLF:2014,506E L) -
which  comprised salaries of HK$1,800,000 (2007 g e IEE1.800,0008 T (=TT +
HK$1,650,000), bonus of HK$317,647 (2007 HK$290,669), £ :1,650,000/8 7T ) * fEAL 317,647 %
medical insurance of HK$26,913 (2007: HK$15,983), MPF T(ZZTTHF :290,66987T) - BE
contributions of HK$12,000 (2007: HK$11,000) and accrued RB26,913B T (ZZ T L4 : 15,983
annual leave of HK$27,049 (2007: HK$46,854). Br) Rl A TE S H 5K 12,0007 T
(ZZTZETEF:11,00087T) R REFF
227.0498 L (Z BT F : 46,8545
TL) °
7. Other Operating Expenses 7. Hft&EEH
Period from
1 December 2006
Year ended (date of establishment)
31 December 2008 to 31 December 2007
HKS$ HK$
—EEXRFE+=HA—H
BE-ZZENF (RIIBE)E-ZTZLF
+TZA=+—RHLEE +=A=+—8”
BT BT
Legal and professional fees FEREEER 463,295 164,736
Publications o AR T & A 159,588 =
Conferences and duty visits SERERER 129,093 =
Office equipment and fumiture A ERERFE 25,534 191,515
Ofhers Hith 230,541 256,148
1,008,051 612,399
8. Taxation 8. HiE

RIBCIATEERBIGEDIDE 1616 - M5
W R M EAREHB GG (F112
B) B



B SR 3R (8)

9. Office Equipment and Furniture 9. MAEREREZREA
Other Office
office furniture
Computers equipment and fixtures Total
HKS HKS$ HKS HKS$
Hith i NES
£ WMAERE HEAREE ey
BT BT BT BT
Cost 5%
At 1 December 2006 REBEXRE
(date of establishment)  +=HA—H
(323 HER) - - - -
Additions BEA 336,758 89,591 14,400 440,749
At 31 December 2007 R-ZEELHF
+=B=+—H 336,758 89,591 14,400 440,749
Additions A - - 36,540 36,540
At 31 December 2008 R-ZEENF
T=A=t-A . 336,758 89.591 . 50940 477,289
Accumulated
depreciation REE
At 1 December 2006 R-ZBERF
(date of establishment)y  +=HA—H
(3237 HHER) - - - -
Charge for the period ~ HARISZH (56,819) (7,466) (600) (64,885)
At 31 December 2007 R-ZEELHF
+=B=+-8 (56,819) (7,466) (600) (64,885)
Charge for the year FERZH (112,253) (12,799) (4.180) (129,232)
At 31 December 2008 R-ZEENF
T=A=t—-A | (169.072) (20265 4.780) (194.117)
Net book value BREFE
At 31 December 2008 RZEENF
+=A=+—8 167,686 69,326 46,160 283,172
At 31 December 2007 RIEZLHF
+=HB=+—H 279,939 82,125 13,800 375,864
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FINANCIAL STATEMENTS (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2008

BRI R T

HE=—TT/\F A=+ —HILFE

10. Prepayments and Deposits 10. ARERZES
2008 2007
HKS HKS
BT BT
Medical insurance BRRE 89,151 60,800
Professional liability insurance EXEERE 21,775 23,288
Staff fraining and development B TRk &R 6,075 -
Retainer fee EAE - 45,973
Ofthers Hth 15,207 3.686
132,208 133,747

11. Time Deposits 1. EHERK

Time deposits represent one-month term deposits which
carry fixed interest ranging from 0.3% to 0.5% per annum
(2007: 3.8% per annum).

EMERE-—EARRZEREFR - &
BEFMEHOIEEVSEFE(=F
TAF  38EFEME) -

12. Bank Balances and Cash 12.RITHEBRRBE S
2008 2007
HKS$ HKS$
BT BT
Cash on hand FHEES 4,801 2,545
Savings account HEFR 222,405 96,814
Current account T EFEHRER 37,104 47,415
264,310 146,774

13. Funds 13.5¢

General fund represents the operating surplus of the FRC's
recurrent funding.

Reserve fund represents the non-recurrent contributions
received from the CRTF, HKICPA, SFC and HKEx at the
establishment of the FRC according to the MoU (See
note 4). The reserve fund is to be deployed to meet any
inadequacies of the recurrent funding and other exigencies
of circumstances.
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14.

(@)

(®)

©

Financial Risks

The FRC's financial assets include interest receivable, time
deposits and other bank balances. The FRC's financial
liabilities include accounts payable.

The carrying amounts of the FRC's financial assets and
financial liabilities approximate to their fair values.

Credit risk

The FRC's maximum exposure to credit risk is represented by
the carrying amount of the financial assets as set out on the
statement of financial position.

The credit risk on these financial assets is limited because
the time deposits and other bank balances were placed
with a licensed and creditworthy commercial bank in Hong
Kong.

Liquidity risk
The FRC has a strong cash position and therefore has a very
low level of liquidity risk.

Market risk

Currency risk

The FRC received its funding and settled all its expenses in
Hong Kong dollar. Its financial assets and financial liabilities
were all denominated in Hong Kong dollar. Hence, the FRC
is not exposed to any currency risk.

Interest rate risk
The FRC is exposed to cash flow interest rate risk in respect
of funds deposited in savings account which carries interest
at floatfing rafes.

The FRC has placed one-month term deposits with a
creditworthy commercial bank in Hong Kong, which carry
fixed interest rate and are therefore exposed to fair value
interest rate risk. The one-month tferm deposits are renewed
monthly depending on the cash flow requirements of the
FRC. Since the maturity of the deposits is very short, the
exposure to fair value interest rate risk is limited.

14.
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B SR 3R (8)

= BE R
MRERBzHEEREEBKAE
EHRFREEMRITAESR - MEERSD
2B EBREEMER -

MBERRcEREERERBEZR
HEREOEAAEE -

EREE
MBERBAAEZRSERRRRE
BRRARTRR 2 ERMEERMSE °

BN E BIFE SR R B A IRIT A R 9 7 R
BE—HEFEIEABEIBAFRRIT &
ZETHEEZERRRER -

TRENIE R B2
MRERBzREANTH - BB
HERERAREE -

SRk

B
MBERBDUMcESRETT - WIAE
TXBERX - MAEEREERE
BB T REN - it - MFERS
WEAREEAEEER -

TETL
MREREEES 2 &S HIRTBF=
e WU EERBEERSRBHE
A -

MHRERBENEE—HABEZBHER
T8 A EBER - WIRE E N X
R MBERBREAE R EET
K| o %F— 8 A€ RFRERYS
ERFRZREREFTEMSARY - A
WIERZBREER - SAEZAAE
BEFEREBRER
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MEMBERSHIP OF PANELS AND COMMITTEES

ZEENZEENE

Financial Reporting Review Panel

Members of the FRRP are appointed by the Chief Executive of
the HKSAR in consultation with the Council. The Council may
appoint an FRRC, consisting of atf least five panel members
including a Convenor, to conduct an enquiry info non-
compliances with accounting requirements in relation to a
listed entity. In performing ifs function, an FRRC may exercise
powers in accordance with the FRC Ordinance, to require
information and explanation from any relevant party.

The FRRP now has 34 members, including five Convenors.
They are appointed because of their experience in
accounting, auditing, finance, banking, law, administration,
or management.

Panel Convenors

BREHRRNEER

S E R R BEK B T B BRI TRE
TREERKHEAVHERBDRERET - ARKE
ARAEKLARLZEEKE  EREE—BE
SN ERFBERRTZES  SALETER
BN ST ERNEERMAESMH - ERITE
B MBEHRBSZE B ATE(HBER
BRAGBIEE TS - BREMARIE -
REER R -

MBERRNZEERFAE=THUEKE &
TRERBEA - KEHANE S - Tt
TR RITOER TTBRHEENERME
ZE-

ZEEMARA

Mr. FUNG Ying-wai, Wilson

Prof. LAU Hing-ling, Amy

Dr. LI Ko-cheung, Eric, G.B.S., J.P.
Mr. LIE Tai-chong, David, J.P.
Mr. Roderic N.A. SAGE

Ms. Elisabeth Charlotte SCOTT
(resigned on 31 March 2008)
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Mr. Roger Thomas BEST, J.P.

Mr. Paul BROUGH

Mr. CHAN Ka-ling, Edmond

Ms. CHAN Wai-hing, Annie

Ms. CHAU Suet-fung, Dilys

Mrs. CHENG TANG Ho-kuen, Lina
Mr. CHEUNG Ching-leung, David
Prof. CHEUNG Yan-leung, Stephen, J.P.
Ms. CHEW Sein-mene

Mr. DING Wai-chuen, Raphael
Mr. FUNG Pui-cheung, Eugene
Mr. Chris HALL

Mr. LAM Chi-yuen, Nelson

Mr. Kenneth LAM

Mr. LAU Siu-ki, Kevin

Ms. LEE Sau-wai, Cecilia

Ms. LEE Tso-yun, Carol

Mr. John Robert LEES

Mr. LI Man-bun, Brian David

Prof. LOW Chee-keong

Ms. Ayesha Ablbas MACPHERSON
Ms. NGAN Man-ling, Edith

Ms. Josephine PRICE

Mr. Stephen TAYLOR

Mr. Carlson TONG, J.P.

Mr. TSOI Tong-hoo, Tony

Mr. Paul F. WINKELMANN

Mr. WONG Hong-yuen, Peter, G.B.S., J.P.
Mr. WONG Tak-wai, Alvin

BB, JP.
ZiEmEE
BRIz o
PREE 22+
EES e

BB ARrIR A+
SRIERRFE &
RICRHIE, UP.
HEHLLT
TREERE
IR RE
BB EE
MERTE
it

BIARE K
FHREBLL
FHBELZ L
John Robert LEES 5£4E
FRuMKE
BITE R HRIX
BEHLLT
BRIt
Bt
Stephen TAYLOR %4
ERREE, JP.
BERZEE

Paul F. WINKELMANN %&£ 4=

EERKLE, GBS, JP.
E=HEELLE
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MEMBERSHIP OF PANELS AND COMMITTEES

Audit Investigation Board

The CEO is the ex-officio Chairman of the AIB. Other members of
the AIB, who are normally staff members of the FRC, are appointed
by the Council. The Council may direct the AIB to conduct an
investigation of auditing irregularities, exercising powers conferred
on it by the FRC Ordinance.

Chairman

Mr. M.T. Shum, S.B.S.

Members

Ms. Clara Yu (resigned on 25 September 2008)

Ms. Velma Cheung (appointed on 25 September 2008)
Ms. Joyce Woo (appointed on 11 February 2008)

Ms. Anna Lau

Advisory Panel

To facilitate the work of the AIB, the Council has appointed a panel
of Honorary Advisers fo advise on investigation cases. They are all
distinguished, reputable, and recently retired individuals from the
accounting profession with exceptional expertise in auditing.

Honorary Advisers

B HEEZES
THRAHETENHEZEGNERTE - ME
AAREZEENEMKE - Y BERBKE
RE —RAVKERBREE - REKEA
HREAETZ BETECH B ERBIED)D
TR - LB TENTET AR
HE -

E

LXEFELE, S.B.S.

RE&

%%%/J\ﬁﬂm T \FAA+EABE)

28
ﬁﬂﬂﬁt@id\ﬁm TENG- A+ AREE)
=1/ME

FEEE

RBBEFHEZEGNTIE - ¥BERBD
ZE-HLEER RAAENERRHEE
R I Ra FRRNERMME NG5
B - BT EER S BN EEAH -

HEERE

Mr. Stephen Chang
Mrs. Ruby Leung
Mr. Albert Li
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A number of committees have been set up to advise the
Council on various matters, including: public relations, staff
remuneration, procurement policies, and operational matters.
The committees hold meetings on a periodic basis and
whenever it is necessary. Each committee operates according
to its terms of reference provided by the Council.

Corporate Communications Committee
The Corporate Communications Committee is established to
formulate corporate communications strategies for the Council’s
consideration and fo oversee the implementation of corporate
communications strategies as approved by the Council.

Chairman
Dr. P.M. Kam
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MBERRELRIZELREE  EEF
B B AREE  BTHH - RBERRR
EBIEEE  MABKERHEER - ZEEEH
EREFERETER - BZEEREABK
BRI EEE -

KEENZRES
HEEAZERRORIALN - EHTHEEN
HW - AMEABRASE - RERABKAMR
o BB AR BT -

£S5
HEXEL

Members

Mr. Martin Hadaway

Hon. Mrs. Sophie Leung, G.B.S., J.P.
Prof. Judy Tsui

Mr. M.T. Shum, S.B.S. (ex-officio)

No. of meetings: 3
Overall attendance rate: 87%

Operations Committee

The Operations Committee is set up to assist the Council in
formulating policies, strategies, guidelines and procedures
governing the investigation and enquiry functions of the FRC. It
also provides expert advice, to the Council and its operational
staff, on technical issues.

Chairman
Mr. Mark Dickens, J.P.

BB

PRZTHFHEE, GBS, JP.
IRERBEIX

L EBSTE, SB.S. (44mE)
BITEHRE 3

HBHREE :87%

EEEEg
BFEARARBHMBEABRE - HElH
BERBERSE RENSEOBE - 55 - 35
31 RIZF - SRR R R A RN B R AR
AENBARRREEER -

EE
KE)BIAE, JP.

Members

Dr. P.M. Kam (from 14 May 2008)
Mr. Vernon Moore, B.B.S.

Mr. M.T. Shum, S.B.S. (ex-officio)

No. of meetings: 4
Overall attendance rate: 94%

BB

HEXS L (s \$R5A+mAR)
E{&BeSi4E, B.B.S.

L EBSLLE, SB.S. (44mE)
BITERRE 4

HMHEEE : 94%
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MEMBERSHIP OF PANELS AND COMMITTEES

Remuneration Committee

The Remuneration Committee is created fo make
recommendations to the Council on remuneration related
matters, including: pay level, pay scale of various ranks of staff,
pay rise, year-end performance bonus for individual staff
members, and any changes in benefits and employment
conditions. As the salary of the CEO is determined by the
Chief Executive of the HKSAR, it is not subject to review by the
Remuneration Committee.

Chairman
Mr. Martin Hadaway
Members

FMEES

FMZEENRBER - ERAEE THMD
EHRARKBELES - HP 8% - HBK
FoARABLNFE  HHAE  @HNET
MR RIRIEAL - R BRI AR B IR E
K e ARTTIRA B H Bt BB S BT TR B 1T
BEBEE - T EFMEB RIS

&
BRBEE
K&

Mr. Mark Dickens, J.P.
Mr. M.T. Shum, S.B.S. (ex-officio)

No. of meetings: 1
Overall attendance rate: 100%

Tender Committee

The Tender Committee considers and reviews procurement over
HK$ 100,000 and is responsible for the selection of suppliers.

Chairman

Ms. Sophia Kao, J.P.
Members

Ms. Ada Chung (ex-officio)

Mr. M.T. Shum, S.B.S. (ex-officio)

Decisions during the year have been resolved by circulation of
papers and therefore no meeting was held.
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Process Review Panel

The PRP was established on 1 November 2008 fo review cases
handled by the FRC with a view to ensuring that the FRC deals
with individual cases in a fair and consistent manner, and actions
taken and decisions made adhere to internal procedures and
guidelines. The establishment of and appointment to the PRP
were approved by the Chief Executive of the HKSAR.

Chairman

Mr. LEUNG Kwong-ho, Edmund, J.P.
Members

Ms. Elizabeth LAW, M.H.

Mr. LO Chi-lik, Peter

Mr. PANG Yuk-wing, Joseph, J.P.
Ms. Sophia KAQ, J.P. (ex-officio)

No. of meetings: 1
Overall attendance rate: 100%
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Audit Investigation Board

B HELZES

Chief Executive Officer of the Financial Reporting Council
TS E R BT

Members of the Financial Reporting Council in meeting
MBERDEHEKE

Companies Registry Trading Fund

ANRFMEEEES

Financial Reporting Council

plizals

Financial Reporting Council Ordinance
CEATSEERR B I5M1)

Financial Reporting Review Committee
MGERIRTEES

Financial Reporting Review Panel

B IE SRR E B

Growth Enterprise Market

CES

Hong Kong Exchanges and Clearing Limited
BERXGREZMERAT

Hong Kong Institute of Certified Public Accountants
TR VN-

Hong Kong Special Administrative Region
EERRTHE

Independent Commission Against Corruption
BRHRAE

Ministry of Finance

BA AR

Memorandum(memoranda) of Understanding

ERiaiope =4

Public Company Accounting Oversight Board
EHRRIEFEEZES

Process Review Panel

BFREES

Secretariat of the Financial Reporting Council
MBERBWER

The Stock Exchange of Hong Kong Limited
EEBARZMBRAA

Securities and Futures Commission
BEMEEBREREZE Y

The Financial Reporting Council Annual Report 2008



29" Floor, High Block
Queensway Government Offices
66 Queensway, Hong Kong

EBLIEEG6YE
SEERNEESE201E

Tel &5 : (852) 2810 6321
Fox & : (852) 28106320
Email E# : general@frc.org.hk
Website i : www.frc.org.hk
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The Financial Reporting Council
29" Floor, High Block

Queensway Government Offices

66 Queensway, Hong Kong
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Tel 7% : (852) 28106321
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