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THE FIRST
GOLDEN AGE

The Hong Kong Society of Accountants' Council meeting in 1987

The 1980s were a period of dramatic economic and
political ups and downs for Hong Kong, but accountants
quickly learned to navigate through the turbulence, as
A Plus discovers in this third part of a series marking
the Institute’s first four decades
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s the 1980s dawned,
Hong Kong was rapidly
cementing its position
as a global financial
centre and an important gateway to China
and Asia. In 1979, the United States had
recognized the People’s Republic of China,
and American businesses in particular saw
major opportunities from a Hong Kong
presence.
In 1980, Clifford Chance, one of the
world’s largest law firms, opened its Hong
Kong office, and it was joined the following
year by fund manager Fidelity Investments
and retail giant Walmart.
Accountants in Hong Kong realized
their city was suddenly a magnet for global
investment. “I think I was very fortunate
in coming back to Hong Kong in the early
1980s,” recalls Tim Lui, an accountant with
then Coopers & Lybrand who later became
president of the Hong Kong Society of Accountants, now the Hong Kong Institute of
CPAs, in 1997.
“Hong Kong was beginning to take off
in a big way, commercially, financially,
business-wise,” Lui explains, “so from that
perspective it was a bit of a golden era in
terms of the quality we aspired to, the com-

petency of the profession itself, the diversity of services we offered and the scale of
development.”
For Eric Li, the 1980s was a chance for
the Hong Kong accounting profession to
show the world what it could achieve. “The
accounting profession did not have a particularly high social status back then,” says Li,
who had qualified in the United Kingdom
and returned to Hong Kong in the late 1970s
to take over his father’s firm, Li, Tang, Chen
& Co. Li became Society president in 1994.
The Society, meanwhile, was under new
management. Louis Wong began as registrar on the first day of the 1980s. There
was no back door to success for Wong: he
answered a job advertisement in the South
China Morning Post. “I was interviewed by
Peter Poon [the Society’s president in 197576] and he impressed me,” Wong recalls.
Wong would remain in his post for two
decades. “Why did I stay so long? It was
challenging. When I started I think there
were eight people in the Society headquarters. I was both the chief executive and the
handyman.”
Globally, however, the 1980s started in
a fairly dispiriting fashion. The Cold War
between the West and the Soviet bloc had
begun to escalate following the Soviet inva-

sion of Afghanistan and the replacement of
détente with more confrontational policies.
By mid-1981, major economies, beginning
with the U.S., tightened monetary policy. A
global recession kicked in by 1982.

Uncertain economy
In Hong Kong too, the mood was less than
upbeat. The international boom of the late
1970s had turned out to be unsustainable.
Bank loans to the property and construction sector climbed steadily, reaching 20
percent of total domestic loan portfolios by
the end of 1981. Speculation had pushed the
price of residential housing to unaffordable
levels. But between December 1981 and December 1983, local property prices fell more
than 30 percent. As property shares slid, the
Hong Kong stock market fell 38 percent in
the same period.
To be sure, the property slump was not
bad for everyone. The Society rode the real
estate wave with the purchase of its own
office. “I think I was the one who was instrumental in buying the first premises in
Belgian House,” recalls Joseph Lai, then a
Council member, and who would become
president in 1986. “I think it was maybe
1982 when the market was really down. It
was only HK$2,000 per square foot.”
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MAINLAND OPENS
FOR BUSINESS
Accountants picked up almost instantly that great changes were afoot in China.
As the West and the Soviet bloc confronted each other, Beijing hewed to its own
economic path, seeking better international relations and creating the conditions
necessary to begin its gradual economic opening-up.
For the first time since the 1949 revolution, large inflows of foreign investment
had begun to enter the country. One of the kick-starters was the Law on SinoForeign Equity Joint Ventures enacted in 1979, which created the Shenzhen special
economic zone.
A process of constitutional amendment had begun to provide the legal
underpinnings for economic reform, while in 1980 the National People’s Congress
enacted the Law on Income Tax for Sino-Foreign Equity Joint Ventures.
Detailed implementation rules issued in December 1980 required that tax returns
include an auditor’s report signed by a Chinese CPA. “[This] created the need for an
accounting profession,” noted Paul Gillis, professor of accounting at Peking University's
Guanghua School of Management, in a 2011 study of China’s accounting development.
The absence of any accounting firms in China – they had been effectively
abolished in 1962 when the Chinese economy was fully nationalized – to provide
those reports was addressed that same month with the issuance of Provisional
Regulations Concerning the Establishment of Accounting Consultancies. At the same
time, China realized it would need international expertise to build up its domestic
accounting sector.
Patrick Tam, a Society staff veteran who is now director of member and corporate
services at the Institute, credits Zhang Deming, a Ministry of Finance official who
would later become secretary-general of the Chinese Institute of Certified Public
Accountants, as the driving force. “He was an older man with grey hair,” Tam recalls,
“but he was innovative and really modernized the Mainland profession.”
Tam recalls the Mainland mobilized talented accounting professionals to help
bring the sector up to speed. For its part, the Society organized seminars and
training sessions for Mainland accountants as well as for Ministry of Finance officials
from the mid-1980s onwards.
Hong Kong accountants had separately been involved in cross-boundary
programmes even earlier. “I started in the Mainland in 1980 when I went to
Guangzhou,” remembers Patrick Wong, a founding member of the Society
who heads his own firm in Wanchai. “We reframed audits and gave advice on
international standards.”
Wong recalls being called upon to teach 30 Chinese CPAs who were brought to Hong
Kong in 1982. “English was the medium of instruction,” he remembers. “They were very
attentive, and I wondered: ‘Do they actually understand what I’m saying?’ However,
when I asked them if they had anything to say, they asked very pertinent questions – in
English. They understood perfectly. They were the cream of the CPA crop.”
In October 1980, Ernst & Whinney announced that its request, submitted eight
months earlier, to station a resident partner in Beijing had been approved. The
partner, China-born David T. Ma, kicked off his assignment by hosting a two-week
seminar in Beijing to explain factory cost controls and budgets to 50 senior Mainland
managers, The Wall Street Journal reported.
Coopers & Lybrand’s application to open a Shanghai representative was
approved in January 1981 and was followed by Price, Waterhouse & Co. offices
in Beijing. Also in 1981, several Mainland accountants were seconded to Ernst &
Whinney to learn U.S. accounting and auditing methods.
Chinese accountants were in no doubt that they had some catching up to do. “We
have been isolated from the outside world for so long that many things are new to
us,” Liu Xianfang, an auditor seconded to the Toronto office of Touche Ross & Co.,
told The Globe & Mail, a Canadian newspaper, in 1983.
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“We are still
desperately short
of accountants in
Hong Kong... it will
be unrealistic for us
to continue to rely
on the overseas
stream to lead the
profession.”
Indeed, many accountants were riding
Hong Kong’s economic crests and troughs
quite well. “In the late 1980s, the profession saw those sort of ups and downs as opportunities,” recalls Aloysius Tse, who became Society president in 1998. “When the
economy is good we have companies to list;
when the economy is bad we can be receivers
and liquidators.”
Political machinations were also contributing to the downbeat mood. The prospect
of China regaining sovereignty over Hong
Kong loomed large in the public mind for the
first time.
In 1977, the Labour government in Britain, after examining the issue of citizenship
for its subjects in Hong Kong, concluded
that granting the right of abode in the U.K.
to Hong Kong residents was not a tenable
option, a position that was later adopted by
the succeeding Conservative government
in 1980.
The subsequent British Nationality Act
enacted in 1981 created tension in Hong
Kong, which colonial officials sought to assuage. “We must never assume Hong Kong’s
fragility because of 1997, but must assume
Hong Kong will remain strong and viable
beyond that date,” John Joseph Swaine told
the Legislative Council in October 1981.
Swaine, a barrister who would later become president of LegCo, said CPAs should
not see 1997 as some kind of end date. “Accountants and the companies they advise
must get away from the notion that land and
plants in the New Territories must be writ-
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The Hong Kong Society of Accountants meets the Accounting Society of China

ten down in the books of the company to Hong Kong their home.”
Li estimates there were about 1,500 ac1997 as the terminal date.”
In August 1983, the Chinese government countants in Hong Kong at the dawn of
made a sudden announcement, stating that the 1980s. However, only two universities
it would resume sovereignty of Hong Kong trained accountants at the time, he adds,
on or before 1 July 1997, with or without an and for medium-sized firms such as Li, Tang,
Chen & Co., supply could not keep up with deagreement with Britain.
When it was announced that negotia- mand. “We had 40 people in 1978 and 200 by
tions between the two countries had ended the height of the 1980s,” Li recalls. “We were
in stalemate on 24 September 1983, the relying on barely trained accounting people
Hong Kong dollar slid, plunging at one point – not even technicians.”
It was clear to most accountants that the
to a record low HK$9.60 to the U.S. dollar.
By October, a currency peg was in place, future for Hong Kong lay in educating and
fixing the rate at HK$7.80 to the U.S. dollar, training homegrown professionals. Peter
Wong, Society president in 1984-85 and a
a system that endures today.
In 1984, Britain signed the Sino-British LegCo member, addressed the issue during
Joint Declaration, agreeing to pass sover- the debate over an Education Commission
report on the structure of tertiary education
eignty of Hong Kong to China in 1997.
and the future of private schools in 1988.
“We are still desperately short of accounPeriod of consolidation
Meanwhile in the accounting profession, the tants in Hong Kong,” he told the council. “In
question was were there enough accountants the long term and with 1997 in mind, it will
to service both Hong Kong as an international be unrealistic for us to continue to rely on the
finance centre and the emerging economy of overseas stream to lead the profession. We
the Mainland. Fortunately the city continued must put more emphasis on production of futo attract talent from abroad, both returning ture professionals through the tertiary estabHong Kong Chinese and Westerners looking lishments of Hong Kong.”
Meanwhile, the 1980s were a period of
for adventure. “Hong Kong was always something of a draw to overseas accountants,” Eric consolidation. KPMG was formed in 1987
with the merger of Peat Marwick InternaLi reminisces.
Louis Wong says foreign accountants tional and Klynveld Main Goerdeler and
were made very welcome in Hong Kong. “I their individual member firms, while in 1989
can’t really see that there was any distinction Arthur Young merged with Ernst & Whinney
drawn between them,” he says. “All those to create Ernst & Young.
Some accountants were willing to leave
non-Chinese accountants to me were very local. They lived here and many of them made bigger firms to hold more senior positions in

others. In 1985, Wong Poh Weng left Coopers
& Lybrand, where he was a senior manager,
to become a partner at Nelson Wheeler. “If
I continued [at Coopers] I would eventually become one of the partners – number
20-something – and that wasn’t really interesting to me,” he recalls.
A former Price, Waterhouse & Co. manager
had started Nelson Wheeler in 1975. It grew
very quickly but by the mid-1980s its original
partners were ageing, so Wong Poh Weng saw
an opportunity. “I wanted to be more in control of my destiny,” he says. “At that time there
were only four partners, and I was brought in
to replace one who had retired.”
Louis Wong recalls the Society being very
focused on the needs of small- and mediumsized accounting firms from its inception.
“Characters like Gordon Macwhinnie and
Leslie Gordon [Society presidents in 1973-74
and 1977 respectively] always thought about
the little guys and paid attention to the wellbeing of the small practitioners.”

Fraud exposed
By the early 1980s, a string of corporate
failures had damaged Hong Kong’s reputation. They had included the Carrian Group, a
company formed in 1977 and by 1980 hailed
as a fine example of Hong Kong’s go-getting
entrepreneurism ideally suited to the new
decade.
That year, the property conglomerate had
concluded an audacious deal: the nearly HK$1
billion purchase of Gammon House in Admiralty. A few months later, Carrian announced
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that Gammon House had been sold to another
consortium for HK$1.68 billion.
It would later emerge that the reselling of
property among Carrian Group’s 500-plus
subsidiaries created a speculative bubble.
False profits helped real estate developers to
float more equity on Hong Kong’s stock exchange, which in return provided more capital to buy more property.
By 1983, Carrian’s property deals were
exposed as fictional and the group was revealed to be committing fraud. At least 40
percent of Carrian’s 1981 profits were faked.
There was tragedy, too: a Malaysian bank
was embroiled and one of its accountants,
sent from Kuala Lumpur to investigate the
poorly documented loans to Carrian, vanished. He was later found dead in a Tai Po
banana grove.
“The quality of auditing was called into
question because of the corporate scandals
in the 1980s,” recalls Marvin Cheung, who
would become Society president in 1990.
“The most notorious was Carrian but there
was also a string of bank failures... so there
was clearly a concern.”
Between 1983 and 1986, seven local
banks faltered, including Overseas Trust
Bank, then the third largest local bank in the
territory. The government acquired three of
the banks and the others required substantial financial assistance.
Carrian was not the only company laid low
by property speculation, as the Society was
well aware. “This has been a year in which
certain companies engaged in property speculation and finance have collapsed in spectacular fashion,” the Society noted in its 1983
annual report. “From what has been gleaned
in public there have been questionable transactions at the heart of the matter.”
Hong Kong’s newspapers wondered
about the audit standards at some of the
failed companies. “This has led to comment
in the media implying that the auditors may
have been negligent in these cases,” the annual report noted. “These comments have
been a matter of great concern to the Council
and, apart from its internal review, has reinforced its determination to emphasize the
professionalism of members.”
The financial secretary, Sir John Bremridge, applauded the Society’s proactive
nature. “I share the concern of the responsible [Society] Council, whom I hold in high
regard,” he told LegCo in December 1983. “I
wish them well in the exercise of their deter-

mination, which I shall observe with great
interest. Internal self-control is much to be
preferred to further legislation.”
However, the Society in its early days
was faced with the difficult situation of adequately monitoring auditing standards,
given its resources. “The Society did not
have a lot of ability to do much about it because it had a very limited budget for a start
and no experience,” Cheung says. “Qualified
staff were expensive and few in number.”
Despite the constraints, the Society did
make tentative steps towards establishing
what would become practice review. “We
started a committee to review the published
accounts of listed companies and identify
any shortcomings or obvious errors,” Cheung
recalls.
The government, too, sought to increase
its own oversight capabilities by hiring more
accountants – if it could find them. “The fact
unfortunately remains that however one
fights against commercial crime, the rewards, if that’s the right word, or illegal profits from it, are very attractive to criminals,”
then attorney general John Griffiths told
LegCo in 1982. “There remain areas that require further strengthening, in particular the
obtaining of... investigative accountants.”
Meanwhile, tweaks to legislation in 1983
reflected the government’s focus on auditors.
The Companies Ordinance was amended to
include procedures for appointing and removing auditors, new appointments, re-appointments and the filling of casual vacancies.
The amendment also spelled out the
rights and duties of auditors, and the obligation to provide information to auditors. “The
proposals already have the blessing of the
[Society] and I regard them as a major step
forward in promoting better protection of
the interests of shareholders,” Piers Jacobs,
then secretary for economic services, told
LegCo.
The government also decided to amend
the Banking Ordinance. Bremridge told
LegCo that the amended bill was designed
“to regulate banking business and the business of taking deposits and to make provision
for the supervision of authorized institutions
so as to provide a measure of protection to
depositors and to promote the general stability and effective working of the banking
system.”
In addition, one of its provisions formalized the relationship between authorized institutions, supervisors and auditors and en-

Belgian House, the Society's first owned office

“The quality of
auditing was called
into question
because of the
corporate scandals
in the 1980s. The
most notorious was
Carrian but there
was also a string of
bank failures... so
there was clearly a
concern.”
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“These claims have been carefully
considered but, for a variety of...
good reasons, it has not been
possible to accept them, at any
rate at this stage,” he told LegCo in
January 1985.
The accountants in LegCo
were not satisfied. “I must stress
that one profession significantly
missing in the named functional
constituencies is the accountancy
profession,” Poon told the
chamber.
“I must express my regret for
their omission and the government
should review this as soon as
possible,” added Kim Cham, a
Society member and businessman
who would later serve as
chairman of the Hong Kong
Futures Exchange.
The accountants received
support from other organizations,
Peter Wong at the Legislative Council
which were also denied a
constituency. “I respectfully and
boldly submit, therefore, that one
OUR MAN ON
seat
should
be
added
for
the
Heung
Yee Kuk... and another for the
THE BENCHES
accountants,” Cheung Yan-lung, a New Territories businessman and
From the earliest days, the Hong Kong government often contacted chairman of Heung Yee Kuk told LegCo. He said the two additions
would raise the chamber size to 58. “In Chinese tradition, 56 is not a
senior accounting figures, both formally and informally, for
particularly lucky number,” he said.
assistance and advice on legislative and policy matters.
Despite this initial rejection, the battle was far from over. A
Since its establishment in 1973, the Hong Kong Society of
Green Paper, The 1987 Review of Developments in Representative
Accountants had sought to exercise its collective expertise and
Government, published in May 1987, recommended expansion of
experience to assist and influence government policies and
the functional constituencies.
legislation in the regulation of business.
“Since 1985, it has been evident that members representing
The government had appointed many senior accountants to the
functional constituencies have made valuable contributions," Peter
Legislative Council. For example, Peter Poon (Society president in
Poon told LegCo. “The Hong Kong Society of Accountants has a
1975-76) and Thomas Clydesdale (president in 1982), both served
membership of over 3,000. Its members serve in public practice,
with distinction in the 1980s.
commerce and industry, higher education and the government
The concept of creating so-called “functional” legislative
service.”
constituencies – a member elected by his or her professional
He added that the accounting profession fulfilled all the criteria for
peers – was first announced in 1984 after a government report was
commissioned.
new functional constituencies listed in the Green Paper: (a) substantial
The Society had concluded that in addition to its external
and of importance to the community, (b) clearly defined, (c) not based
lobbying, it would be even more effective if it had a member from
on ideology, dogma or religion, (d) not represented elsewhere. “I feel
its ranks as a Legislative Councillor, and eagerly sought a functional that the non-inclusion of accountants in 1985 was a glaring omission
constituency of its own.
which should be remedied,” Poon concluded.
Released at the end of that year, the White Paper on The
Supported by some non-accountants – Poon Chung-kwong,
Further Development of Representative Government in Hong Kong
dean of the faculty of science at the University of Hong Kong, said
recommended allocating 12 seats to various professional interest
an accounting member would provide LegCo with “professional
groups. One of the seats was allocated to the finance sector,
expertise so crucial to the well-being of Hong Kong” – the Society
was successful at the second attempt.
although not specifically for accountants.
Accountants secured their seat and Peter Wong – president of
Then Chief Secretary Sir Philip Haddon-Cave said the government
the Society in 1984-85 – became their first LegCo representative in
had received representations from many organizations, including
the Society, pleading their cases for a constituency seat of their own. October 1988.
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Hong Kong Society of Accountants annual dinner 1983

were effected in 1984. The amendments
made it clear that a practising certificate
would not be issued to a professional accountant unless he is ordinarily resident in
Hong Kong and possesses the necessary local experience and knowledge of local law
and practice.
The 1984 bill also increased the number of Society Council members from 12 to
14; increased the membership of the Disciplinary Committee from three to five and
empowered the Council to set out the committee’s rules of procedure; and enabled the
registrar to lodge a complaint against an accountant on his own initiative.
The issue of lay Council members was
foreshadowed in early 1988, not by direct reference to the Society, but through
the Medical Registration (Amendment)
Bill 1987. Chiu Hin-kwong, who had been
elected to the medical functional constituency in 1986, compared the bill “side by
side with the Legal Practitioners Ordinance,
the Hong Kong Institution of Engineers Ordinance and the Professional Accountants
Legislative changes
The Professional Accountants Ordinance Ordinance.”
He found that the medical profession
was amended slightly in 1981 to reflect
minor changes in educational qualifica- would be the only profession so far to have
tions. However, more substantial changes lay members serving on their boards and
abled meetings between these three parties
to take place without ethical constraints.
LegCo member Thomas Clydesdale, Society president in 1982, welcomed this “most
helpful” provision. “Such meetings should
enable the three parties to jointly work out,
on a timely basis, solutions to problem matters revealed by audit or examination, thus
helping to safeguard the interests of depositors and shareholders,” he said.
Hitherto, auditors of banks had been in a
dilemma when they found it necessary or appropriate to discuss clients’ affairs with the
Commissioner of Banking but couldn’t do so
because of the question of confidentiality.
“The new provision will facilitate useful
exchange of views which will enable problems to be identified at an early stage and
possibly enable them to be solved or dealt
with as the occasion arises, and not until the
audit report has come out,” Peter Poon, Society president in 1975-76 and a LegCo member, said at the time.

councils. “I therefore propose that the government should consider consulting the
other professional bodies regarding the
question of introducing lay members into
their boards and councils,” Chiu told LegCo.
“[This] will serve to ensure that the views
of the community at large are taken into account.”
The global stock exchange crash of October 1987 hit Hong Kong hard. The downturn,
combined with continuing political uncertainties over the transfer of sovereignty, further depleted the ranks of accountants, especially among younger professionals. “A wave
of emigration hit us in the 1980s, especially
to Australia and Canada,” says Eric Li.
The civil unrest in Beijing on 4 June 1989
would aggravate the uncertainty once more.
“After Tiananmen Square there was a bit of
a depression for the whole community,” Tse
remembers. “People became fidgety and a
lot of my colleagues left Hong Kong.”
However, the depression would be shorter
lived than expected and many of the accountants would return in the 1990s – bringing
back the international exposure, skills and
contacts that would help create another
remarkable decade in the history of the accounting profession in Hong Kong.
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