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Pilot-run advisory service kicks off
Earlier this month, the Institute’s
social responsibility programme,
“CPA for NGO,” launched a six-month
pilot run of a pro-bono advisory service, pairing Accountant Ambassadors
(AAs) with small non-governmental
organizations to offer professional
advice on accounting, governance and
risk management.
This programme, alongside other
ways the Institute pursues good corporate citizenship, were highlighted at a
media briefing on 8 September, allowing members of the press to understand
the Institute’s key corporate social
responsibility activities.

The volunteer AA programme
enables members to give back to the
community through participating
in a wide range of social service and
charity activities such as the “Rich
Kid, Poor Kid” financial education
programme, which instills proper
values about money management in
young people.
“Our AAs go around the territory visiting primary and secondary
schools to nurture students with the
right kind of values towards money
and the essentials of becoming financially responsible. We believe this
programme would help our younger

Disciplinary findings
Charles Pearson Fearn, CPA (practising)
Complaint: Failure or neglect to observe, maintain or
otherwise apply professional standards issued by the
Institute and being guilty of professional misconduct.
Fearn was the sole proprietor of a CPA firm which
audited the financial statements of a company for four
consecutive periods. The company was registered and
regulated under the Trustee Ordinance to provide trust
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generation to become money-wise and
be able to improve their financial planning for their future,” said Institute
President Mabel Chan.
Aside from how the Institute supports the younger generation, the press
event also highlighted its dedication
to helping NGOs through its “CPA for
NGO” programme, which focuses on
raising the awareness of the importance of governance, and assisting
under-resourced social service organizations on reserve policy, internal control, governance and accountability.
Find out more about the work of
AAs on page 34.

services. There were significant deficiencies in the
procedures carried out by Fearn in planning the audits,
obtaining evidence and preparing audit documentation.
As a result, he did not properly verify the company’s
compliance with the relevant legal and regulatory
framework, the nature of significant balances between
the company and related parties, and the implications of
large sums of the company’s client monies not being held
separately at a bank.
Fearn admitted the complaints against him. The
Disciplinary Committee found that he was in breach of
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Hong Kong Standard on Auditing (“HKSA”) 300, HKSA
500, HKSA 230 and the Fundamental Principle of
Professional Competence and Due Care in the Code of
Ethics for Professional Accountants. The committee
further found that, as Fearn’s breach of numerous
professional standards was serious and fundamental, he
was guilty of professional misconduct.
Decision and reasons: The practising certificate
issued to Fearn be cancelled on 15 August 2017 and a
practising certificate shall not be issued to him for 12
months. In addition, Fearn was ordered to pay costs and
expenses of the disciplinary proceedings of the Institute
of HK$60,069. When making its decision, the committee
took into consideration the particulars of the breaches
committed in this case, Fearn’s personal circumstances
and his conduct throughout the proceedings.
Cheung Chun Bong, CPA (practising)
Complaint: Cheung has been convicted of an offence
involving dishonesty.
Cheung was convicted in May 2016 at the
Magistrates’ Court of the offence of theft for having
stolen another person’s mobile phone at a restaurant.
He notified the Institute of the conviction in accordance
with his membership obligations. After considering
the information available, the Institute lodged a
complaint under section 34(1)(a)(ii) of the Professional
Accountants Ordinance. Cheung admitted the
complaint against him.
Decision and reasons: Cheung was reprimanded and
ordered to pay a penalty of HK$5,000 and costs of the
disciplinary proceedings of HK$21,497.40. When making
its decision, the Committee took into consideration the
particulars in support of the complaint and Cheung’s
written submissions.

Resolutions by Agreement
Li Chun On, CPA
Complaint: Failure or neglect to observe, maintain
or otherwise apply the fundamental principle of
Professional Behaviour under sections 100.5(e) and 150.1
of the Code of Ethics for Professional Accountants.
Li was formerly the company secretary and an
executive director of a Hong Kong listed company. On
13 July 2016, Li was found by the Listing Committee
of the Stock Exchange of Hong Kong Limited to have
breached Rule 3.08(f) of the Rules Governing the
Listing of Securities on the Stock Exchange of Hong
Kong Limited (“Listing Rules”) and the Director’s
Undertakings. The listed company in question had
failed to make an announcement, issue a circular and

seek shareholders’ approval when entering into a major
transaction as required under the Listing Rules.
Li admitted the non-compliance and accepted
the sanctions and directions imposed by the Listing
Committee, which included public censure and
attendance of 24 hours of relevant training.
The Institute concluded that Li was in breach of the
fundamental principle of Professional Behaviour under
sections 100.5(e) and 150.1 of the Code of Ethics for
Professional Accountants.
Regulatory action: In lieu of further proceedings, the
Council concluded the following action should resolve
the complaint:
1. Li acknowledge the facts of the case and his noncompliance with the relevant professional standards;
2. Li be reprimanded; and
3. Li pay an administrative penalty of HK$35,000 and
costs of HK$10,000.
Yip Kai Yin, CPA (practising), Edmund Siu, CPA
(practising) and Elite Partners CPA Limited
Complaint: Failure or neglect to observe, maintain or
otherwise apply auditing standards.
Elite audited the consolidated financial statements of
a Hong Kong listed company and its subsidiaries for each
of the five years ended 30 June 2011 to 2015. Yip was
the engagement director and Siu was the engagement
quality control reviewer.
Elite issued modified auditor’s opinions on the
financial statements for each of the two years ended
30 June 2013 and 2014 due to a limitation of audit scope
resulting from the auditor’s inability to attend the
physical count of inventory and asset inspection at
30 June 2013 and its consequential effect. The effect
of the audit scope limitation remained unresolved in the
year ended 30 June 2015, but Elite issued an unmodified
auditor’s opinion on the financial statements for that
year.
Regulatory action: In lieu of further proceedings, the
Council concluded the following action should resolve
the complaint:
1. Yip, Siu and Elite acknowledge the facts of the
case and their non-compliance with the relevant
professional standards;
2. They be reprimanded;
3. Each of Yip and Elite pay an administrative penalty of
HK$50,000 and Siu pay an administrative penalty of
HK$10,000; and
4. The three respondents jointly pay costs of HK$10,000.
Details of disciplinary findings and guidelines for
Resolutions by Agreement are available at the Institute's
website: www.hkicpa.org.hk.
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Exxon ordered to disclose audit
files in climate-change probe
On 12 September, New York’s top court mandated
ExxonMobil to hand over the accounting details related to a
probe into whether investors were misled over the possible
risks to the company’s business posed by climate change.
Exxon had previously invoked “accountant-client
privilege” to avoid sharing audit files on the matter, but the
recent court ruling affirms a 2016 ruling that Exxon and its
auditor, PwC, must comply with a subpoena by New York
State Attorney General Eric Schneiderman.
Schneiderman, who has been investigating the company
for more than two years, sued both Exxon and the Big Four
firm, and demanded to see confidential accounting and
reporting documents of oil and gas reserves, the evaluation
of assets for potential impairment charges or write-downs,
as well as energy-price projections and projected carbon-cost
estimates, as reported by Bloomberg.
6 September 2017

In June, Schneiderman had disclosed detailed findings
that included what he called “significant evidence” on
Exxon’s alleged misconduct. According to him, Exxon may
have used two sets of numbers, one public and one secret, to
calculate the impact of global warming on its reserves.
Exxon accused Schneiderman of wildly distorting the
numbers, and has issued countersuits against him and
Massachusetts Attorney General Maura Healey, who was
also investigating the energy company, arguing that the two
Democratic attorneys general were politically motivated.
“Exxon had no legal basis to interfere with PwC’s
production,” Schneiderman said in a statement. “Our fraud
investigation continues to move full speed ahead, despite
Exxon’s continued strategy of delay.” Spokespeople from
Exxon and PwC had declined to comment on the court’s
ruling.

aplus

Mid-sized companies expect strong revenues
A global survey conducted by EY found that Hong
Kong’s medium-sized companies were the most confident about their future prospects, and are eyeing up
overseas expansions, merger and acquisition opportunities and adoption of new technologies. According
to the survey, no respondents expected a decline in
income next year, while 69 percent expected revenue
growth between 6 percent and 25 percent, reported
the SCMP. “Hong Kong middle-market leaders are
not only attuned to uncertainty, but are seizing it to
grow, disrupt other markets and drive their growth
agendas,” says Agnes Chan, Managing Partner of EY
Hong Kong and Macau.
COSO framework potentially beneficial to
sustainability reporting
The Committee of Sponsoring Organizations of the
Treadway Commission’s internal control framework
can be applied to companies’ sustainability data to help
investors make decisions, according to a new report. The
paper includes case studies on how some organizations
are already applying the framework to provide more
assurance to stakeholders about environmental information. “Short-term booked financial results don’t tell the
whole story of value, and therefore this sustainability
non-financial data...becomes very important,” Institute
of Management Accountants President Jeff Thomson,
one of the writers of the report, told Accounting Today.
PwC admits paying ethnic-minority staff less
PwC in the United Kingdom revealed that it pays
its Black, Asian and minority-ethnic (BAME) staff
almost 13 percent less than their white peers, reported
The Independent. The announcement aimed to “shine
the spotlight on ethnicity in the workplace and encourage organizations to take action,” said the firm. Its
BAME pay gap is 12.8 percent and the BAME bonus
gap is 35.4 percent. Driving the gap is the fact that there
are more non-BAME staff in senior roles and more
BAME staff in junior administrative roles, the firm
explained. Its priority is to retain more junior BAME
talent to achieve better workplace diversity.
Accounting talent urged to look beyond salary in interviews
Hong Kong’s most highly sought after talent are candidates with financial planning and
analysis backgrounds, and project managers with experience in implementing IRFS 9,
according to recruiting group Hays. However, despite the continual demand for accounting
and finance talent, employers are looking to learn about candidates’ motivations beyond
money, reported CFO Innovation. “Candidates should think about why the job role
appeals to them as well as the company culture offered by the employer,” advised Dean
Stallard, Managing Director of Hays Hong Kong. He added that candidates should not take
interview opportunities for granted, and that solid research of the company is necessary.

A world of numbers

78%

The percentage of board members
at public companies in the United
States who expect tax reform to be
achieved before President Trump’s
term in office ends, with 20 percent
of those expecting the impact
on their business to be “highly
favourable,” according to the 2017
BDO Board Survey.

US$38.8
billion

The aggregate member firm
revenue reported by Deloitte
Global for the fiscal year ended
31 May 2017, representing a record
high and a 8.3 percent two-year
compound annual growth rate.

69%

The percentage of leaders at
law firms who perceived the
Big Four’s expansion into legal
services as a major threat,
according to a report from ALM
Intelligence. Deloitte, PwC, KPMG
and EY have an average of 2,200
lawyers in 72 countries.
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Miami Beach, Florida

Nicole Kidman
at the Emmy
Awards 2017

AFP

Steven Mnuchin

I RS grants tax relief to hurricane victims

The United State’s Internal Revenue Service announced plans
to alleviate financial pressure for victims of Hurricane Irma
throughout Georgia and in parts of Florida, Puerto Rico and the
Virgin Islands, and has extended the deadline for individual and
business tax returns and certain tax payments until 31 January
2018. “The IRS will move quickly to provide tax relief for victims,
as we did following Hurricane Harvey,” said IRS Commissioner
John Koskinen in a statement. Koskinen added that the “IRS will
continue to monitor the storm’s aftermath and will anticipate
providing additional relief for other affected areas,” reported
Accounting Today.

T
 reasury chief proposes no tax cuts for firms

Steven Mnuchin, United States Secretary of the Treasury,
has suggested not providing pass-through businesses and
partnerships, including accounting firms, with the same tax
cuts that businesses such as manufacturing corporations would
receive under President Trump’s tax reform plan. “If you’re a
business that’s creating manufacturing jobs, you’re going to get
the benefit of that rate because that’s going to be passed through
to help creates jobs and better wages,” explains Mnuchin. The
American Institute of CPAs has declined to comment until
the “actual language for such a plan” was seen, an AICPA
spokesperson told Accounting Today.

P
 wC calls for upgraded MPF in Hong Kong

Hong Kong’s Mandatory Provident Fund System’s faults were
listed out by PwC this month following its review of the system,
which provides old-age protection coverage for 73 percent of the
city’s workforce. Issues that need to be addressed include high
fees, unattractive returns, a reliance on paper-based processing
and a blanket approach that offers unattractive incentives for
members to invest in their portfolios, said the firm. “Improvements to the system are overdue,” said Marie-Anne Kong, Asset
and Wealth Management Practice Leader at PwC Hong Kong. “If
we don’t address these problems, it may outlive its usefulness and
not be fit for purpose in the near future.”

E
 Y tabulates Emmy Awards gaffe free

Unlike The Oscars, the 69th Primetime Emmy Awards, which aired
on 17 September, was problem free. Before the show, the Television
Academy President expressed confidence that the kind of fiasco
that took place during The Oscars, involving PwC, would not happen again. “Our accounting firm is Ernst & Young,” said Hayma
Washington to The Los Angeles Times. “We’ve reviewed our policies and procedures, and are really confident that it’s something
that we won’t have happen.” In February, accountants from PwC, in
charge of handling the balloting at The Oscars, mistakenly handed
the wrong envelope for best picture to the presenters and did not act
on it in time, putting short-term damage to the firm’s reputation.
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