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                Key areas relating to listing rules disclosures 

 

                New auditor reporting standards 

 

 

 

 

 

 
 

 

An overview of the Hong Kong Stock Exchange’s review on listed 
issuers’ financial reports  

 
On 15 July 2016, the Hong Kong Stock Exchange (the 
“Exchange”) published its latest report on listed issuers’ 
financial reports published between March 2015 and 
April 2016, which includes key findings and 
recommendations to improve financial disclosures. 

As part of its regulatory function, the Exchange 
operates a Financial Statements Review Programme 
(the “FSRP”) under which it reviews, on a risk-based 
basis, listed issuers’ published quarterly, interim and 
annual reports. The Exchange regularly publishes 
reports on its key observations and findings from the 
FSRP to increase listed issuers’ awareness of the 
possible pitfalls related to the preparation of their 
financial reports, and to improve the quality of their own 
financial reports. 

Key findings and recommendations 

• Listed issuers are reminded of the disclosure 
requirements on financial information in the annual 
report set out in Appendix 16 of the Main Board 
Listing Rules (the “MB Rule”) or the equivalent GEM 
Listing Rules, as well as the recent amendments to 
the listing rules with reference to the new Companies 
Ordinance (Cap.622)(the “New CO”). 
 

• Listed issuers should take the initiative to resolve the 
identified issues in a timely manner, as stated in the 
auditors’ report with modified opinions. Directors of 
the listed issuers are reminded of their primary 
responsibility of preparing the financial statements 
that give a true and fair view, and establishing 
effective risk management and internal control 
systems so that the financial statements prepared can 
be free from material statements, whether due to 
fraud or error. They are also reminded that internal 
controls are an integral part of risk management. 
 

 

Below are key areas related to the disclosure 
requirements under Appendix 16 of the MB Rule: 

• Management Discussion and Analysis (“MD&A”) and 
Business Review 

• other disclosures required under the New CO 
• ageing analysis of accounts receivable 
• directors’ emoluments 
• the five highest paid individuals and senior 

management remuneration by band 
• distributable reserves 
• financial statements with modified opinions issued by 

auditors 
• financial reports using China Accounting Standards for 

Business Enterprises 
 
 
 

 
Auditors’ reports on financial statements for the period 
ending on or after 15 December 2016 will be subject to 
the new and revised Hong Kong Standards on Auditing, 
issued by the Hong Kong Institute of Certified Public 
Accountants (the “HKICPA”) in August 2015. The form 
and content will be enhanced and more entity-specific. 
 
Listed issuers are advised to discuss the new auditor’s 
report with their audit committees and auditors either at 
an early stage or throughout the reporting period. Key 
audit matters, going concern issues and other 
significant events or transactions should be discussed 
to minimise the possibility of last minute surprises, and 
to avoid delays in dispatching the annual results. 
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                Business Review 

 

                Non-GAAP Disclosures 

 

• Listed issuers should provide MD&A discussions that 
are balanced (covering both good and bad news), 
customised (including the nature and impact of 
significant events or material balances and 
transactions) and prevent boilerplate disclosure that 
obscures useful information. 

 

 
 

Listed issuers are required to include a Business 
Review in their directors’ report in accordance with the 
amendment of listing rules relating to the New CO since 
the financial year ended on or after 31 December 2015. 
In preparing the Business Review, listed issuers are 
suggested to pay attention to the following points: 

• Cross-referencing 
 Cross-referencing with the MD&A where its required 

disclosures are similar to those of the Business 
Review in the directors’ report is allowed. However, 
the cross-reference should be clear and state that the 
cross-referenced part of the annual report “forms part 
of the directors’ report”. Listed issuers are reminded to 
make sure the disclosures in the MD&A are sufficient 
to fulfil content requirements of the Business Review. 

• Principal risks and uncertainties 
It is not recommended to include all risks in the 
Business Review regardless of their significance to 
the issuers’ businesses. Only the risks and 
uncertainties that the listed issuers are genuinely 
concerned about should be included. Moreover, the 
listed issuers should disclose how these principal risks 
are being managed and mitigated. 

• Listed issuers are expected to disclose the financial 
statements impact on the initial application of the new 
or amended accounting standards which are not 
effective for the reporting period and which have not 
been early adopted. If the impact is not known or 
cannot be reasonably estimated at the time the annual 
report is published, this fact should be disclosed. 
 

• Listed issuers should ensure the disclosures of non-
IFRS/HKFRS information (the “Non-GAAP 
Disclosures”) is neither misleading nor obscuring their 
financial results and financial position. 

 
 

 
 

 
Recommendations on Non-GAAP Disclosures in which 
listed issuers: 

• Should not present the Non-GAAP Disclosures with 
greater prominence or in a biased manner. 

• Should explain why Non-GAAP Disclosures are 
presented. 

• Should explain the respective calculation methods. 
• Should reconcile the Non-GAAP Disclosures to the 

financial statements and explain significant 
adjustments, if any. 

• Should not describe items as “non-recurring” or “one-
off” if they occurred in the past, or are likely to occur.  

• Should present the Non-GAAP Disclosures 
consistently from period to period. 

• Should include an alert statement when Non-GAAP 
Disclosures are presented.  

 

• Listed issuers should implement robust asset 
impairment review processes on both tangible and 
intangible assets (including goodwill) to ensure the 
key assumptions involved are reasonable and not 
over-optimistic. Also, the quality of disclosures should 
be enhanced, particularly where the recoverable 
amount is based on management’s estimation of cash 
flow projections, growth rates and discount rates. 
 

• Listed issuers should properly evaluate whether the 
controls over investees exist and whether the 
consolidation of the investees’ financial statements is 
required or appropriate. The supporting facts and 
circumstances of the evaluation should be clearly 
disclosed to the investors. 

The recommendations by the Exchange are based on 
specific information disclosed in the published reports of 
selected listed issuers. It should be noted that the 
recommendations for enhanced disclosures set forth in 
the Exchange’s report may not represent a complete list 
of the minimum disclosures required under the relevant 
accounting standards. Listed issuers are encouraged to 
consult their auditors or professional advisors to ensure 
proper application of the accounting and disclosure 
requirements.

 
If you have any questions about the matters discussed in this publication, please feel free to contact the following partners in 
our Capital Markets Advisory Group. 

Paul Lau 
Head of Capital Markets Advisory Group  
KPMG China 
Tel.: +852 2826 8010 
paul.k.lau@kpmg.com 

Katharine Wong 
Partner,  
Capital Markets Advisory Group 
KPMG China 
Tel.: +852 2978 8195 
katharine.wong@kpmg.com 

Anthony Ho 
Partner,  
Capital Markets Advisory Group 
KPMG China 
Tel.: +852 2143 8533 
anthony.ho@kpmg.com 

 

mailto:paul.k.lau@kpmg.com
mailto:katharine.wong@kpmg.com
mailto:anthony.ho@kpmg.com


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



