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Compliance-related reports published

The Institute recently issued two new
compliance-related reports, Compliance
Process Review Report 2016, covering
findings and recommendations
made by the Institute’s Regulatory
Accountability Board on the
performance and operations of
the Compliance Department, and
Compliance Operations Report 2016,
summarizing the activities of the
Compliance Department last year.
The RAB conducted its fifth
process review of the operations of
the Compliance Department in 2016.
The purpose is to enhance the RAB’s
oversight of the department’s key
operations in case handling by:
• Assessing whether the department
adheres to established internal
procedures when handling
complaints, investigations and
disciplinary cases;
• Evaluating the adequacy of internal
procedures applied; the adequacy
and appropriateness of information
gathered during case handling; and
the time taken to process cases; and
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• Identifying areas that require
improvements and implementing
recommendations.
The cases were selected for review
from 113 cases completed during the
period beginning 1 October 2015 to
30 September 2016.
From the total population, the RAB
chairman selected 22 cases for review
based primarily on public interest and
completion time. The selection included
nine disciplinary cases, seven Resolution
by Agreement cases, five complaints
and one investigation. The RAB paid
specific attention to the assessment of
case gravity in each case.
RAB found that all selected cases
were handled by the Compliance Department in accordance with established
internal procedures, and it made recommendations for improvements on timing.
Meanwhile, Compliance Operations
Report 2016 sets out the department’s
key activities and statistics for the year.
As part of its regulatory function, the
Institute addresses complaints concern-

ing ethical and professional conduct
of its members, member practices and
registered students.
Complaints are objectively analysed
by the department to determine if there
is reasonable suspicion that a prima facie
case exists. Before conducting enquiries
of members, the department will ensure
that the subject matter is:
• Within the jurisdiction of the
Institute; and
• Supported by sufficient evidence.
In 2016, the Institute received 92
complaints, including those originated
from the Institute, and received from
other regulators and external parties.
The Professional Conduct Committee
resolved 90 complaints while
Disciplinary Committees issued 12
disciplinary orders during the year.
There were 14 cases concluded by
Resolution by Agreement.
The two reports, as well as more
details about the roles and processes
of the department, are available at the
Institute’s website.
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21

Complaints resolved by
Professional Conduct Committee in 2016

41

Recommended for referral to Disciplinary Panels

90
complaints

15

Recommended for Resolution by Agreement
Issue of disapproval letter
Dismissed and issue of advisory letter

2

Dismissed

11

Sanctions imposed by
Disciplinary Committees in 2016

2
1

Reprimand and penalty

12
Orders

1
2

6

Removal
Cancellation of Practising Certificate
Cancellation of Practising Certificate
and penalty
Cancellation of Practising Certificate,
reprimand and penalty
Source: Compliance Operations Report 2016

Feedback needed on
implementation of the
Integrated Reporting
Framework
The International Integrated Reporting Council is inviting feedback on
the implementation of the International <IR> Framework from those
involved with preparing integrated
reports, providers of financial capital
and other users of integrated reports,
as well as policymakers, regulators,
standard setters, assurance providers
and academics. The insight gathered
will help ensure the work of the IIRC
is responding to market needs for

Aspiring and recently appointed
financial controllers, current financial
controllers who wish to refresh their
skills, and members preparing to
move from practice into business
are among those who will benefit
New Financial Controllership from this 16-day programme. It will
Programme launched
be delivered by experienced course
The Institute is officially launching the directors and facilitators who are
Financial Controllership Programme
professional accountants in business.
in May following the success of
Upon successful completion of the
the pilot run last year. This tailorprogramme, participants will be
made, practical programme aims to
awarded a certificate by the Institute.
develop competencies of participants
Interested members can find more
so that they can become finance
details on the Institute’s website and
leaders and add value to businesses.
must enrol by 28 April.

guidance and research. The Institute
will be providing feedback to the IIRC.
Members can send their views to the
Institute’s Standard Setting Department (outreachhk@hkicpa.org.hk).
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PwC partners
banned after
Oscars
fiasco

Two PwC partners responsible for La La Land being wrongly
named best picture at the Academy Awards in February have
been banned from working at the Oscars again. The Academy
President, Cheryl Boone Isaacs, told The Associated Press
that PwC Managing Partner Brian Cullinan and Tax Partner
Martha Ruiz, who were in charge of handling the winners’
envelopes at the show, have been “permanently removed from
all film academy dealings.”
“They have one job to do. One job to do!” she told AP,
adding, “obviously there was a distraction.”
PwC, which has faced a major blow to its reputation since
the mistake, has taken full responsibility for the gaffe. After
the ceremony, it confirmed in a statement that Cullinan
“mistakenly handed the back-up envelope for Actress in
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a Leading Role instead of the envelope for Best Picture to
presenters Warren Beatty and Faye Dunaway. Once the error
occurred, protocols for correcting it were not followed through
quickly enough by Mr. Cullinan or his partner [Ruiz].”
The award was eventually handed to the correct winner,
Moonlight, after three La La Land producers had already given
their acceptance speeches. The BBC described the incident as
“the biggest mistake in 89 years of Academy Awards history.”
PwC’s statement added: “For the past 83 years, the
Academy has entrusted PwC with the integrity of the awards
process during the ceremony, and last night we failed the
Academy.”
The Academy is now reviewing its long-standing
relationship with the firm, according to media reports.
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A world of numbers

Accounting chief switches social networks
Facebook announced this month that it has appointed
Susan Taylor, the Vice President, Controller and
Chief Accounting Officer of LinkedIn, as its new
chief accounting officer, effective 17 April. She
will replace Jas Athwal, who left the company in
February. Taylor, who had been with LinkedIn since
January 2012 following stints with Silver Spring
Networks, Yahoo and PwC, will resign from the
professional social network effective 24 March.
Big Four compete with investment banks
The Big Four firms have advised on cross-border
acquisitions by Mainland China companies in 2016
worth US$8.6 billion, up from US$2.2 billion the year
before, according to data from Thomson Reuters. The
increase in size and number of China outbound deals
on which the firms have been lead advisers reflects
how they are going head-to-head with investment
banks in the Mainland, reports the Financial Times.
“We are a boutique investment bank in the way we are
working now,” Gabriel Wong, PwC’s Head of China
Corporate Finance, told the FT. Erica Su, Head of EY’s
Transaction Advisory Services for Greater China,
added that consumers are now keen for “one-stop shops
with advisory and due diligence.”
U.S. companies face accountant shortage
Companies in the United States are scrambling to
find technical accountants amid recent changes to the
generally accepted accounting principles that govern
U.S. financial reporting. The new rules affect the
way companies book revenue and report the value of
leases held on their balance sheets. However, finding
accountants who can ensure that management and
staff comply with the rules is reportedly difficult as
companies increasingly compete for talent with the
large firms. Stephen Rivera, a senior director at Johnson & Johnson, told The Wall Street Journal that “the
big accounting firms are taking them all.”
CPAs see industry accounting as less ethical
Industry and government accountants find the ethical environment around them to be
inferior to public accounting firms or the Big Four, according to a new study that appears
in the journal Behavioural Research in Accounting. The study, published by the American
Accounting Association, also finds government accountants particularly sceptical about
their ethical work environment. Researchers surveyed 904 accountants for the survey.
They attributed the high perception of ethics among Big Four accountants to the emphasis
on ethics training by the firms following the scandals of the early 2000s.

100%
The percentage of tax
executives in the U.S.
who believe tax reform is
somewhat likely following
the widely debated initiatives
put in place recently by
the Trump administration,
according to the third annual
BDO Tax Outlook Survey.

25%
The percentage of hi-tech
industry executives around the
world who identified Shanghai
as the world’s next leading
technology innovation hub in
the next four years, potentially
rivalling San Francisco and
Silicon Valley, according to a
KPMG survey.

50.1%
The percentage of taxpayers
who feel that accountants are
sometimes helpful, compared
to those who see them as
overpriced (21.4 percent) and
those who see them as a “scam”
(4.5 percent), according to a
survey conducted by consumer
finance website WalletHub.
Correction: In A Plus’ January
issue print version, the How-to
column, How to refine business
etiquette, had copy-editing
errors. The correct version can
be read on the January issue
digital version at www.hkicpa.
org.hk/aplus.
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William B. Thomas

 Caterpillar accused of dubious tax practices

Caterpillar’s shares fell following a report claiming that it failed
to comply with United States tax and financial reporting rules
in an effort to maintain a high stock price. The New York Times
reviewed a government-commissioned report that investigated the
heavy machinery maker’s tax practices. According to the report,
Caterpillar returned an estimated US$7.9 billion in funds structured as loans to the U.S. from its Swiss units and other affiliates,
and did not report on it for tax or accounting purposes. A Caterpillar representative said the company has not seen the report, and
therefore will not give comment.

New chairman of KPMG elected

William B. Thomas has been elected Chairman of KPMG International for a four-year term, effective 1 October. He will succeed
John B. Veihmeyer, who is retiring from the firm in September.
Thomas was chief executive officer and senior partner of KPMG in
Canada from 2009 to 2016. He has served as Chairman of KPMG’s
Americas region since 2014 and has been a member of the Global
Board since 2009. “I intend to build on the foundation John has put
in place, and help KPMG’s 190,000 professionals around the world
to fulfil their potential and bring their best in meeting the rapidly
expanding needs of clients,” he said in a statement.

R
 angers’ big tax case reaches Supreme Court

The highest court in the United Kingdom will decide this month
whether Rangers Football Club’s use of employee benefit trusts
to pay its footballers and staff in tax-free loans between 2001 and
2009 broke tax rules. HM Revenue & Customs claimed that the
Glasgow football club was liable for a £46.2 million bill because
it used payments to trusts in Jersey to fund the loans to their
employees. The two-day hearing, which is part of a long-running
court dispute that began in 2012, will examine an appeal arising
from the Scottish Court of Session, which sided with HMRC in
November 2015.

 Bitcoin prices exceed gold

The price of bitcoin surpassed the value of a troy ounce of
gold (approximately US$1,265) and reached a historic high of
US$1,287.5 this month, as traders speculated on the establishment
of the first-ever bitcoin-based exchange traded fund. “The bitcoin
ETF proposal in the United States could be a catalyst for the
recent price rally,” Cheung Chun-yin, PwC China Fintech Partner,
told the South China Morning Post. Despite the surge in price,
bitcoin trading remains volatile, with China imposing stricter
trading regulations on the country’s top bitcoin trading platforms
following a bitcoin market crash.
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