. F024
Linklaters Linklaters

'}'Eﬁ;.ﬂl %@ Eﬂfg i’%ﬂi‘ 10lh Fleer, Alexandra Housa

Chater Road

Heong Kong

FEEF TR AR 10

Telephons 5 (+852) 2842 4888
Facsimile {3 (+852) 2810 8133/2810 1695

Corporate Communications Department
Hong Kong Exchanges and Clearing Limited
12" Floor, One International Finance Centre
1 Harbour View Street, Central

Hong Kong

By Fax (2524 0148} and By Hand 23 Qctober 2009
Our Ref zprscie

Dear Sirs

Consultation Paper on Acceptance of Mainland Accounting and Auditing Standards
and Mainland Audit Firms for Mainland Incorporated Companles Listed in Hong Kong

Wa refer to the above Consultation Paper lssued by Hong Kong Exchanges and Clearing Limited in
August 2009 and enclose our response for your consideration.

Please do not hesitate to contact Celia Lam of our office (Tel no.: [_____J) if you have any questions on
our comments,

Yours falthfully

Linklaters
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Part A General Information of the Respondent

All fields are mandatory, except the fields with an asterisk (*) if you are an individual
respondent.

Name / Company Name*

Contact Person:¥

Title*

Phone Number

E-mail Address 2

If you do net wish to disclose the above information to the public, please check the box here:

] Y do not wish to disclose the information above.




Part B Consultation Questions

Please indicate your preference by checking the appropriate boxes. Please make your
comments by replying to questions below against proposed changes discussed in the

Consultation Paper at the hyperlink: http://www.hkex.com.hk/consul/paper/cp200908 e.pdf.

Where there is insufficient space provided for your comments, please attach additional pages.

Consultation Questions on Acceptance of Mainland Accounting and Auditing Standards
and Mainland Audit Firms for Mainland Incorporated Companies Listed in Hong Kong

L. Do you agree with the proposed framework?

Please state the reasons for your views.

We support the Stock Exchange’s proposal to accept financial statements prepared
under Mainland accounting and auditing standards and audited by Mainland auditors
for Mainland incorporated companies listed in Hong Kong. We agree that this is a
move in the right direction given the convergence of China Accounting Standards for

Business Enterprises and International Financial Reporting Standards.

2. If the proposed framework is adopted, do you agree that the effective commencement
date for the new rules should be 1 January 2010 and should apply to annual accounting
periods beginning on or after 1 January 20107

Yes.
_ No.




3.

What are your views on the likely effect of the proposed new Rules to implement the
framework (see Appendix 6 to the Consultation Paper)? Please provide qualitative and
quantitative data. Please state the reasons for your views.

We agree that the proposed framework would reduce compliance costs of Mainland
incorporated companies listed in Hong Kong.

The number of audit firms providing services to companies listed in Hong Kong will
also increase with the proposed framework. In additon to expertise on accounting and
auditing standards, it is important that the Mainland audit firms approved under the
framework have sound knowledge on the requirements applicable to financial
statements (for IPOs, annual reports and circulars etc) under the Listing Rules and the
Companies Ordinance. In monitoring the quality of work, the Stock Exchange may
wish to enhance post-vetting of financial statements prepared by Mainland audit firms
especially during the initial stage of the framework. We would also suggest that
knowledge and on-going training on the Listing Rules and the Companies Ordinance be

added as a qualification requirement under the proposed framework.

Do you have any other comments or suggestions or alternative approaches?

Please state the reasons for your views.

We understand that some market participants are concerned about the lack df powers of
Hong Kong regulatory authorities to monitor, investigate and impose disciplinary
sanctions on Mainland auditors under the proposed framework. While we noted that the
Stock Exchange has made (i) convergence of accounting and auditing standards; and
(ii) overall equivalence of quality assurance and practice review systems in Hong Kong
and the Mainland as pre-conditions for the new rules, the success of the proposed
framework would depend very much on how pre-condition (ii) is satisfied and
monitored on an on-going basis. It is important for the Stock Exchange to take an active
role in liaising with the Mainland regulatory authorities and update the market from

time to time on details of the admission criteria and the cooperation arrangements. We

believe that the more objective the admission criteria and the more transparent the




cooperation arrangements, the more confidence the market will have in the proposed

framework.

-End -






