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12 December 2003
Clerk to Panel
(Attn : Mrs Percy MA)
Legislative Council
Legislative Council Building
8 Jackson Road
Central
Hong Kong

Dear Mrs MA,

EAC (Financial Assistance for Legislative Council Elections)
(Application and Payment Procedures) Regulation

At the Constitutional Affairs Panel meeting on 17 November 2003,
we briefed Members on the main features of a draft Regulation to provide for
the detailed procedures to implement a financial assistance scheme for
candidates and lists of candidates standing in Legislative Council elections.
During discussion, a Member requested for a copy of the Standard on
Assurance Engagements 200, High Level Assurance Engagements (SAE 200)
which was proposed to be adopted for auditing declared election expenses and
declared election donations.

A copy of the SAE 200 is attached to this letter for Members’
reference.

By way of background, the Legislative Council (Amendment)
Ordinance 2003 was enacted on 3 July 2003.  The new Part VIA of the
Ordinance provides for a financial assistance scheme for candidates and lists of
candidates (as the case may be) standing in Legislative Council elections.  The
Ordinance further empowers the Electoral Affairs Commission to make
regulations to provide for the detailed procedures to implement the scheme.  
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Under section 60I of the Ordinance, it is stipulated that the
accounts of the declared election expenses and the declared election donations
have to be audited by an auditor before a claim for financial assistance can be
made by a candidate or a list of candidates.  When preparing the draft
Regulation, the Registration and Electoral Office has consulted the Hong Kong
Society of Accountants (HKSA) on the standard to be adopted by an auditor
when auditing the accounts.  Their advice is that the accounts should be
audited in accordance with SAE 200, issued and amended by the Council of the
HKSA from time to time.

The HKSA has issued two types of assurance standards, namely
Statements of Auditing Standards (SASs) and Standards on Assurance
Engagements (SAEs).  SASs set out the standards to be complied with in the
conduct of an audit of financial statements. The most common application of
SASs is the audit of annual financial statements of companies incorporated
under the Companies Ordinance. SAEs are used in engagements other than
audits of financial statements that provide the users with an assurance about a
subject matter such as data, systems and processes and behaviour.  SAEs are
commonly used in compliance reporting required by regulators.  Currently
SAEs comprise SAE 100, which provides an overall framework, and SAE 200,
which is developed on the basis of SAE 100 and contains the basic principles
and essential procedures together with related guidance for high level assurance
engagements performed by auditors where no specific standards exist.

SAE 200 is considered the appropriate assurance standard for
auditing the declared election expenses and donations for the purpose of the
financial assistance scheme in view of the fact that it is a compliance reporting
engagement.  Under this engagement, the auditor is required to express an
opinion as to whether or not the election return, with the accounts of the
declared election expenses and the declared election donations, complies with
sections 37(1) and (2)(b) of the Elections (Corrupt and Illegal Conduct)
Ordinance in all material respects.

For Members’ reference, organizations in receipt of funding
support from the Innovation and Technology Fund are also required to submit
accounts to the Commissioner for Innovation and Technology, in accordance
with SAE 200.

It is not expected that the auditing requirement will give rise to
additional workload to candidates or lists of candidates who, in any case, are
required to prepare election returns setting out the election expenses and
election donations under section 37 of the Elections (Corrupt and Illegal
Conduct) Ordinance.
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Candidates or lists of candidates who do not wish to claim
financial assistance are not required to have their accounts of election expenses
and election donations audited, but they will still have to file their returns
together with the accounts in accordance with section 37 of the Elections
(Corrupt and Illegal Conduct) Ordinance.

I should be grateful if you would circulate this letter to Members
for their reference.

Yours sincerely,

( Patricia WOO )
for Secretary for Constitutional Affairs
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