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Dear Assignment/News/Business Section Editor 
 
Hong Kong Institute of Certified Public Accountants settles 
regulatory proceedings involving a firm and a certified public 
accountant (practising) 
 
(HONG KONG, 26 October 2017) – The Hong Kong Institute of Certified Public Accountants 
has settled regulatory proceedings concerning alleged non-compliance of its professional 
standards involving PricewaterhouseCoopers (PwC) and a certified public accountant 
(practising), Mr. Chan Wai Hong, Michael (Mr. Chan). 
 
The complaint concerns the accounting treatment of a shortfall arising from the disposal of a 
company's subsidiary to its controlling shareholder in unaudited pro forma financial information 
(UPFI) set out in a 2013 VSD circular of a Hong Kong listed entity.  The shortfall arose 
because the consideration for the disposal of the subsidiary was less than its carrying value.  
The entity reported the loss in equity as part of the shareholders' reserves, relying on Hong 
Kong Accounting Standard 1 (HKAS 1) which permitted transactions with shareholders in their 
capacity as shareholders to be reflected in equity.  
 
PwC and Mr. Chan were the reporting accountants of the UPFI and had issued an unqualified 
opinion on the UPFI.  
 
The Institute is of the opinion that Hong Kong Financial Reporting Standard 10 (HKFRS 10) 
required the entity to reflect the loss in the income statement.   The Institute is also of the 
opinion that the documentation in the working papers relating to this judgmental issue was 
inadequate.   
 
Agreement 
 
The Council of the Institute has agreed with PwC and Mr. Chan that 
 

1. The Institute will cease regulatory proceedings against PwC and Mr. Chan;  
  

2. A formal letter of disapproval will be issued to PwC and Mr. Chan by the Institute; and 
 

3. PwC and Mr. Chan jointly make a contribution to the Institute's costs in the amount of 
HK$108,000. 
 

The Council considers that dealing with the matter by way of a disapproval letter will achieve 
an appropriate resolution without incurring additional expenses and tying up resources in 
disciplinary proceedings. 
 

- End -
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About the Hong Kong Institute of Certified Public Accountants 
 
The Hong Kong Institute of CPAs is the only body authorized by law to register and grant 
practising certificates to certified public accountants in Hong Kong. The Institute has more than 
41,000 members and 18,000 registered students. Members of the Institute are entitled to the 
description certified public accountant and to the designation CPA.  
 
The Hong Kong Institute of CPAs evolved from the Hong Kong Society of Accountants, which 
was established on 1 January 1973. 
 
The Institute operates under the Professional Accountants Ordinance and works in the public 
interest. The Institute has wide-ranging responsibilities, including assuring the quality of entry 
into the profession through its postgraduate qualification programme and promulgating 
financial reporting, auditing and ethical standards in Hong Kong. The Institute has 
responsibility for regulating and promoting efficient accounting practices in Hong Kong to 
safeguard its leadership as an international financial centre.  
 
The Hong Kong Institute of CPAs is a member of the Global Accounting Alliance – an alliance 
of the world’s leading professional accountancy bodies, which was formed in 2005. The GAA 
promotes quality services, collaborates on important international issues and works with 
national regulators, governments and stakeholders. 
 
Hong Kong Institute of CPAs’ contact information: 
 
Margaret Lam 
Head of Member and Public Relations  
Phone: 2287-7053 
Email: margaret@hkicpa.org.hk 
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