HKEx LISTING DECISION

Cite as HKEx-LD38-1 (July 2004) (Withdrawn in September 2009)
[This Listing Decision is no longer applicable after the removal of Main Board Rule 3.24 in January 2009.]
	Summary

	Name of Parties
	Company A
- a listed company
Mr X
- a non-Hong Kong qualified accountant

	Subject
	Issuer without person fully meeting Qualified Accountant requirement

	Listing Rule
	Rule 3.24

	Decision
	6-month grace period from 31 March 2004 and possibility of 3-year waiver thereafter


 
Summary of Facts

With effect from 31 March 2004, all listed issuers have been required under Rule 3.24 to have a Qualified Accountant.
Despite attempts to find a suitable candidate, Company A had not been able to engage a person who met all the requirements of Rule 3.24.  It promptly notified the Exchange in writing of the situation, detailing in its letter the continuous efforts it had been making in this regard.

Company A enquired whether Mr X could act as its Qualified Accountant.  Mr X was an accountant with a professional accounting qualification obtained in a jurisdiction other than Hong Kong which was not recognised by the Hong Kong Society of Accountants for the purpose of granting exemptions from the examination requirement for membership of that Society.   Mr X met all the requirements of Rule 3.24 other than as regards professional qualification.
Analysis

Rule 3.24 states as follows:

“Every listed issuer must ensure that, at all times, it employs an individual on a full time-basis.  The responsibility of such individual must include oversight of the issuer and its subsidiaries in connection with its financial reporting procedures and internal controls and compliance with the requirements under the Exchange Listing Rules with regard to financial reporting and other accounting-related issues.  The individual must be a member of the senior management of the listed issuer (preferably an executive director) and must be a qualified accountant and a fellow or associate member of the Hong Kong Society of Accountants or a similar body of accountants recognised by that Society for the purpose of granting exemptions from the examination requirement for membership of that Society.   This rule does not apply to a listed issuer of debt securities, the equity securities of which are not listed on the Exchange.”
The Exchange accepted that Company A had been experiencing genuine practical difficulties in finding a candidate by 31 March 2004 who met all the requirements of Rule 3.24.  Indeed, it was acknowledged that the problems were not unique to Company A.  Given the importance of the function and role of a Qualified Accountant, it was essential that issuers be allowed sufficient time to find an appropriate candidate.  Hence, a grace period should be applied to all issuers for this purpose.
It was further recognised that some issuers might have in their employment a person like Mr X, i.e. an accountant with a professional accounting qualification obtained in a jurisdiction other than Hong Kong which was not recognised by the Hong Kong Society of Accountants for the purpose of granting exemptions from the examination requirement for membership of that Society.  Such issuers should be allowed “breathing space” to implement a course of action ultimately resulting in it complying fully with Rule 3.24. 
Decision
There should initially be a 6-month grace period from 31 March up to 30 September 2004 applicable to all issuers.  This grace period amounted to a general waiver, to which the Exchange received the consent of the Securities and Futures Commission in accordance with Rule 2.04. 
Upon the expiry of the grace period, the Exchange would consider on a case-by-case basis the granting of a 3-year conditional waiver where the issuer had engaged a person who met all the requirements of Rule 3.24 other than for the fact that he was not a fellow or associate member of the Hong Kong Society of Accountants and his professional accounting qualification was not one which was recognised by that Society for the purpose of granting exemptions from the examination requirement for membership of that Society.  It would be a condition of the waiver that, during the period covered by the waiver, the issuer would have in place an arrangement providing such person with access to the assistance of another person or persons possessing the professional qualifications required under that Rule.  Persons providing such assistance would not need to be employees of the issuer.  However, they must not be members of the issuer’s auditing firm.
PAGE  
1

