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File Ref.: ACCT/2/1/2C 

 

LEGISLATIVE COUNCIL BRIEF 

 

Financial Reporting Council Ordinance (Chapter 588) 

Financial Reporting Council (Amendment) Ordinance 2021 
(Commencement) Notice 

Accounting and Financial Reporting Council (Transitional and Saving Provisions 
and Consequential Amendments) Regulation 

Accounting and Financial Reporting Council Ordinance 
(Amendment of Schedule 3B) Notice 2022 

 

INTRODUCTION 

 To implement the new regulatory regime of the accounting profession, the 
Secretary for the Financial Services and the Treasury (“SFST”) has made: 

 
  A   

(a) the Financial Reporting Council (Amendment) Ordinance 2021 
(Commencement) Notice (“Commencement Notice”) (Annex A) under 
section 1(2) of the Financial Reporting Council (Amendment) 
Ordinance 2021 (“Amendment Ordinance”); 

 
 
  B   

(b) the Accounting and Financial Reporting Council (Transitional and 
Saving Provisions and Consequential Amendments) Regulation  
(“Regulation”) (Annex B) under section 94 of the Financial Reporting 
Council Ordinance (Cap. 588) (“FRCO”); and 

 
 
  C   

(c) the Accounting and Financial Reporting Council Ordinance 
(Amendment of Schedule 3B) Notice 2022 (“Notice of Amendment of 
Schedule 3B”) (Annex C) under section 61(1) of the FRCO. 
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BACKGROUND 

2. The Amendment Ordinance was enacted by the Legislative Council (“LegCo”) 
and published in the Gazette on 22 and 29 October 2021 respectively.  According to 
the Amendment Ordinance, the Financial Reporting Council (“FRC”) will become a 
full-fledged independent regulator of the accounting profession, and will be renamed as 
the Accounting and Financial Reporting Council (“AFRC”).  Major regulatory powers 
in relation to the accounting profession will be transferred from the Hong Kong Institute 
of Certified Public Accountants (“HKICPA”) to the AFRC, including the registration of 
public interest entities (“PIE”) 1  auditors and practice units 2 , issue of practising 
certificates, inspection of practice units, and investigation and discipline against practice 
units and certified public accountants (“CPA”).  The AFRC will also oversee the 
HKICPA’s performance of its various statutory professional functions. 

JUSTIFICATIONS 

3. To implement the new regulatory regime of the accounting profession, we need to 
make the following three pieces of subsidiary legislation to provide for the 
commencement date of the new regime, the transitional arrangements and consequential 
amendments for the commencement of the new regime, and the fee levels to be adopted 
by the AFRC for issue of practising certificates and registration of practice units. 

(A) Commencement Notice 

4. Section 1(2) of the Amendment Ordinance provides that the Amendment 
Ordinance is to come into operation on a day to be appointed by the SFST by a notice 
published in the Gazette.  Taking into account the progress of the preparatory work for 
the new regime, the SFST has made the Commencement Notice and appointed 
1 October 2022 as the commencement date of the Amendment Ordinance, with the 
exception of the following provisions, which will come into operation in advance on 
4 July 2022: 

(a) Establishment of an Advisory Committee 

 The Amendment Ordinance provides that an Advisory Committee will be 
established to advise the AFRC on policy matters concerning any of its 
regulatory objectives and functions.  Members of the Advisory Committee 

                                              
1  A PIE refers to a corporation with issued shares or stocks listed in Hong Kong or a collective investment 

scheme with interests listed in Hong Kong. 
2  A practice unit is defined in the Amendment Ordinance as (i) a certified public accountant (practising)(“CPA 

(practising)”) who practises accountancy on his/her own account under his/her own name; (ii) a CPA 
(practising) who practises accountancy on his/her own account under a firm name; (iii) a firm of CPAs 
(practising); or (iv) a corporate practice. 
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will be appointed by the Financial Secretary in consultation with the AFRC, 
and they will comprise, inter alia, practitioners, service users and other 
stakeholders of the accounting profession.  To enable the Advisory 
Committee to advise on the preparatory work for the new regime at an early 
stage, the SFST has specified that the provisions concerning the 
establishment of the Advisory Committee in the Amendment Ordinance will 
come into operation earlier. 

(b) Transitional and saving provisions to be made by regulation 

 The Amendment Ordinance adds to the FRCO a new provision, which states 
that the SFST may make transitional and saving provisions consequent to 
the Amendment Ordinance by regulation.  The SFST has specified that this 
provision will come into operation before the commencement of the new 
regime, so that he may make and bring into operation the necessary 
regulations in a timely manner to facilitate the FRC’s preparatory work for 
the commencement of the new regime.  For example, the Regulation will 
empower the FRC to, among other things, access the HKICPA’s records and 
information prior to the commencement of the new regime for setting up its 
register and building case database. 

(B) Regulation 

5. In consultation with the FRC and the HKICPA, the SFST has made the Regulation 
to provide for (a) the transitional arrangements for the handling of pending or ongoing 
cases after the commencement of the new regime; and (b) the consequential 
amendments to other ordinances and subsidiary legislation.  We have already set out 
in last year’s LegCo brief on the new regime the principles underlying the transitional 
arrangements for various regulatory functions.  A summary is provided below. 

Registration of PIE auditors and practice units, and issue of practising certificates 

6. According to the Amendment Ordinance, the functions of registering PIE auditors 
and practice units as well as issuing practising certificates will be transferred from the 
HKICPA to the AFRC under the new regime.   The Amendment Ordinance stipulates 
the criteria and requirements for consideration by the AFRC when processing 
applications for registration or issue of practising certificates.  These criteria and 
requirements are largely the same as those currently provided in the FRCO and the 
Professional Accountants Ordinance (Cap. 50) (“PAO”). 

7. As regards the transitional arrangements, the Regulation stipulates that 
registration of PIE auditors and practice units as well as practising certificates which are 
effective immediately before the commencement of the new regime will remain valid 
after the commencement of the new regime until 31 December 2022.  Applications for 
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registration or issue of practising certificates which the HKICPA has yet to finish 
processing by the commencement of the new regime, renewals during the transition 
period and related matters will be handled as follows: 

Subject matter Transitional arrangements 

(a) New applications submitted to the 
HKICPA before the 
commencement of the new regime 

For applications on which the HKICPA 
has already made a decision to approve or 
refuse before the commencement of the 
new regime, the HKICPA will follow up 
on the outstanding procedures including 
issuing certificates or notification of 
reason(s) for refusal. 

For pending applications on which the 
HKICPA has yet to make a decision to 
approve or refuse by the commencement 
of the new regime, they will be transferred 
to the AFRC for a decision.  Applicants 
are not required to make a fresh 
application to the AFRC. 

(b) Renewal applications Applications for renewal of registration or 
practising certificates in and after 2023 
should be made to the AFRC after the 
commencement of the new regime. 

(c) Conditions imposed on 
registrations or practising 
certificates by the HKICPA before 
the commencement of the new 
regime (if any) 

The conditions will remain effective after 
the commencement of the new regime. 

(d) Decisions of revocation or 
suspension of registration, 
cancellation or suspension of 
practising certificates, or removal 
of names from the register made by 
the HKICPA before the 
commencement of the new regime 
(if any) 

The decisions will remain effective after 
the commencement of the new regime.  
The practice units or CPAs concerned 
may submit fresh applications for 
registration or issue of practising 
certificates to the AFRC.  When 
processing the applications, the AFRC 
will take into consideration all relevant 
information, including the effective 
period of the said decisions. 
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Practice reviews over practice units, and investigation and disciplinary actions against 
practice units and CPAs 

8. According to the Amendment Ordinance, the functions of practice reviews in 
relation to practice units as well as investigation and discipline against practice units and 
CPAs will be transferred from the HKICPA to the AFRC under the new regime.  The 
Amendment Ordinance stipulates the scope of these functions (including investigable 
and sanctionable misconducts as well as powers of inspectors and investigators) and the 
types and levels of penalties3, which are similar to those currently provided under the 
PAO.  As regards the procedures, the AFRC will, in exercising the new powers, adopt 
the procedures established under the FRCO and carried out by the FRC executive team 
under the supervision of the FRC Board (made up entirely of non-practitioners), so as 
to ensure impartiality and independence from the profession. 

9. As for the transitional arrangements, the Regulation stipulates that practice 
reviews as well as investigation and disciplinary cases which are still ongoing by the 
commencement of the new regime will continue to be handled under the HKICPA’s 
mechanism to avoid interruption of the relevant proceedings.  Upon the conclusion of 
these practice reviews and investigation cases, the HKICPA will refer them to the AFRC 
for consideration of the need to take follow-up actions (e.g. conducting further 
inspections or imposing sanctions) under the Amendment Ordinance. 

10. Moreover, new cases that arise on or after the commencement of the new regime 
will be handled by the AFRC under the Amendment Ordinance, irrespective of whether 
the matters involved took place before or after the commencement of the new regime. 

Review and appeal 

11. According to the Amendment Ordinance, the scope of review of the existing 
Public Interest Entities Auditors Review Tribunal established in accordance with the 
FRCO will be expanded under the new regime to cover the AFRC’s decisions regarding 
the issue of practising certificates, registration of practice units and disciplinary actions 
against practice units and CPAs.  Relevant persons who are dissatisfied with the 
determination of the Tribunal may appeal to the court. 

12. With regard to the transitional arrangements, for the relevant decisions made by 
the HKICPA before the commencement of the new regime or under the transitional 
arrangements in accordance with the relevant ordinance, the persons concerned may still 
apply for review and/or appeal under the corresponding ordinance.  The categories of 
                                              
3  They include the revocation or suspension of a registration, the cancellation of a practising certificate, the issue 

of a reprimand, or the issue of an order to pay a penalty not exceeding $500,000. 
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relevant decisions subject to review and/or appeal before and after the commencement 
of the new regime are summarised as follows: 

Decisions subject to review and appeal 
under the FRCO 

Decisions subject to appeal  
under the PAO 

(a) Decisions made by the HKICPA 
before the commencement of the 
new regime in relation to 
registration of PIE auditors 

(b) Decisions made by the AFRC after 
the commencement of the new 
regime in relation to issue of 
practising certificates, registration 
of PIE auditors and practice units, 
and disciplinary actions against 
practice units and CPAs 

(a) Decisions made by the HKICPA 
before the commencement of the 
new regime in relation to 
registration of practice units 

(b) Decisions made by the HKICPA 
before the commencement of the 
new regime in relation to issue of 
practising certificates 

(c) Decisions made by the HKICPA 
before the commencement of the 
new regime in relation to 
disciplinary actions 

(d) Decisions made by the HKICPA 
under the transitional arrangements 
after the commencement of the new 
regime in relation to disciplinary 
actions 

 

13. In addition to the transitional arrangements mentioned above, the Regulation 
provides for the consequential technical amendments to all relevant legislation, such as 
changes of references to the FRC and the HKICPA in the legislation due to the transfer 
of regulatory functions and the renaming of the FRC. 

(C) Notice of Amendment of Schedule 3B 

14. Upon the transfer of powers of issuing practising certificates and registering 
practice units to the AFRC, the relevant application fees previously payable to the 
HKICPA will be collected by the AFRC.  The Government has committed to exempt 
the fees in the first year of the new regime.  Thereafter, the AFRC will start collecting 
the fees, which will be initially set at levels no higher than those currently adopted by 
the HKICPA. 
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15. The fees currently specified in Schedule 3B of the FRCO as amended by the 
Amendment Ordinance for the issue of practising certificates, registration of practice 
units and renewal applications are $0.  To implement the above arrangements, the 
SFST has made a notice to set the fee levels for the issue of practising certificates, 
registration of practice units and renewal applications by aligning them with those 
currently adopted by the HKICPA with effect from 1 October 2023.  We will review 
the fee levels after the new regime has been in operation for a period of time, and will 
consult the LegCo in due course. 

RELATED SUBSIDIARY LEGISLATION 

16. The Commencement Notice at Annex A provides that: 

(a) except for the provisions in paragraph (b), the Amendment Ordinance will 
come into operation on 1 October 2022; and 

(b) the provisions which concern the Advisory Committee and enable the SFST 
to make regulations on transitional arrangements consequent to the 
Amendment Ordinance will come into operation on 4 July 2022. 

17. The Regulation at Annex B comprises the following parts: 

(a) Part 1 provides that the commencement date of the Regulation is 1 October 
2022, except for the provisions in this Part and sections 92 and 98 on the 
FRC’s access to the HKICPA’s records and information, which will come 
into operation earlier on 4 July 2022; 

(b) Parts 2, 3, 4 and 5 provide for the transitional arrangements in relation to the 
transfer of powers of registering PIE auditors, issuing practising certificates 
and registering CPA firms and corporate practices, including saving 
registrations that are effective before the commencement of the new regime 
as well as decisions made by the HKICPA on applications for 
registration/issue of practising certificates, imposition and revision of 
registration conditions, revocation or suspension of registration and removal 
of names from the register, such that these registrations and decisions will 
remain effective under the new regime.  These Parts also provide that any 
outstanding administrative procedures for applications/matters on which the 
HKICPA has already made a decision before the commencement of the new 
regime will continue to be followed up by the HKICPA, while pending 
applications/matters on which the HKICPA has not yet made a decision 
before the commencement of the new regime will be transferred to the 
AFRC for a decision;  
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(c) Parts 6 and 7 provide for the transitional arrangements in relation to the 
transfer of powers of practice reviews over practice units as well as 
investigation and discipline against CPAs and practice units, including: 

(i) Part 6 saves pre-existing practice units before the commencement of 
the new regime, such that the registration of these practice units will 
remain effective under the new regime; 

(ii) Division 1 of Part 7 provides that practice reviews that have not yet 
been concluded by the commencement of the new regime are to 
continue to be dealt with by the HKICPA under the new regime, and 
the conclusion report will be referred to the AFRC for consideration 
of follow-up actions; 

(iii) Division 2 of Part 7 provides that investigation cases that have not yet 
been concluded by the commencement of the new regime will 
continue to be dealt with in accordance with the HKICPA’s 
procedures under the new regime, and prima facie cases will be 
referred to the AFRC for consideration of follow-up actions; 

(iv) Division 3 of Part 7 provides that disciplinary cases that have not yet 
been concluded by the commencement of the new regime will 
continue to be dealt with in accordance with the HKICPA’s 
procedures under the new regime; 

(d) Part 8 provides for the transitional arrangements for appeals against relevant 
decisions made before the commencement of the new regime, including 
specifying that relevant persons may still appeal to the Court of Appeal in 
accordance with the mechanism under the PAO; appeal procedures that have 
not yet been concluded by the commencement of the new regime may 
continue; and decisions made by the Court of Appeal will not be affected by 
the new regime; 

(e) Parts 9 and 10 contain other provisions on miscellaneous matters relating to 
the PAO and its subsidiary legislation, as well as the FRCO as amended by 
the Amendment Ordinance; and 

(f) Part 11 and the Schedule contain consequential amendments to all relevant 
ordinances. 

18. The Notice of Amendment of Schedule 3B at Annex C amends Schedule 3B to 
the FRCO so as to set the level of fees payable for the following items by aligning them 
with those currently adopted by the HKICPA: 
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(a) the issue of a practising certificate; 

(b) the issue of a renewed practising certificate; 

(c) the application for registration of a firm name or firm; 

(d) the application for renewal of registration of a firm name or firm; 

(e) the application for registration as a corporate practice; and 

(f) the application for renewal of registration as a corporate practice. 

LEGISLATIVE TIMETABLE 

19. The legislative timetable of the Commencement Notice, the Regulation and the 
Notice of Amendment of Schedule 3B is as follows: 

 Publication in the Gazette 6 May 2022  

 Tabling at the LegCo 11 May 2022 

IMPLICATIONS OF THE SUBSIDIARY LEGISLATION 

20. The Commencement Notice, the Regulation and the Notice of Amendment of 
Schedule 3B are in conformity with the Basic Law, including the provisions concerning 
human rights, and they will not affect the current binding effect of the existing 
provisions of the FRCO and the PAO.  The subsidiary legislation has no economic, 
environmental, productivity, family, gender or sustainability implications.  The FRC 
will utilise the unspent balance of the seed capital injected by the Government in 2019 
to meet the operational cost of the new regime at the initial stage, and will be funded by 
the fees collected for practising certificates and registration applications in the long run.  
Moreover, as the FRC is a statutory body that employs its own staff, the subsidiary 
legislation will not have financial or civil service implications for the Government. 

PUBLIC CONSULTATION 

21. We consulted the LegCo Panel on Financial Affairs on the subsidiary legislation 
on 4 April 2022 and received general support from Members.  With regard to the 
Notice of Amendment of Schedule 3B, some members proposed that the fee exemption 
period for the new regime be extended from one year to three years with a view to 
alleviating the pressure on the profession during the transition to the new regime.  We 
have explained to Members that as the AFRC will take over major regulatory functions 
of the accounting profession under the new regime, it is necessary for the AFRC to have 
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a stable and sustainable source of income to support the related work.  To ease the 
burden of the profession, apart from waiving the fees in the first year of the new regime, 
we have also align the fee levels with those currently adopted by the HKICPA through 
the Notice of Amendment of Schedule 3B, so as to ensure that the new regime will not 
bring additional financial burden to the profession. 

PUBLICITY 

22. We will issue a press release on the gazettal of the subsidiary legislation and will 
assign a spokesperson to answer media enquiries. 

ENQUIRIES 

23. Enquiries relating to this Brief can be directed to Mr Eric LEE, Principal Assistant 
Secretary for Financial Services and the Treasury (Financial Services) at 2528 9016. 

 

Financial Services and the Treasury Bureau 
4 May 2022 
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