HKICPA takes disciplinary action against two certified public
accountants (practising) and a corporate practice
(HONG KONG, 25 June 2018) A Disciplinary Committee of the Hong Kong Institute of
Certified Public Accountants reprimanded Mr. Tang Wai Hung (A10201), Mr. Chow Chi
Kit (A14433) and W.H. Tang & Partners CPA Limited (M0053) ("Practice") (collectively
"Respondents") on 15 May 2018 for their failure or neglect to observe, maintain or
otherwise apply professional standards issued by the Institute. The Committee ordered
Tang, Chow and the Practice to pay penalties of HK$100,000, HK$75,000 and
HK$150,000 respectively. Further, the practising certificates issued to Tang and Chow
shall be cancelled from 24 June 2018 and the same shall not be issued to Tang for 2
years and Chow for 18 months. In addition, the Respondents were ordered to pay costs
of HK$103,483.20 which include costs of the Financial Reporting Council ("FRC").
The Practice issued an unqualified auditor's opinion on the 2012 Financial Statements of
a Hong Kong listed company, China Technology Solar Power Holdings Limited (formerly
known as Soluteck Holdings Limited) and its subsidiaries. Tang was the engagement
director and Chow was the engagement quality control reviewer of the audit.
The Institute received a referral from the FRC about non-compliance with financial
reporting standards and auditing irregularities in relation to an acquisition recorded in the
2012 Financial Statements. The deficiencies concerned (i) measurement of convertible
bonds issued as consideration, (ii) recognition and measurement of identifiable assets
acquired, liabilities assumed and the related goodwill, and (iii) impairment assessment of
goodwill.
After considering the information available, the Institute lodged complaints against the
Respondents under sections 34(1)(a)(vi) and 34(1AA) of the Professional Accountants
Ordinance (Cap 50).
The Respondents admitted the complaints against them. The Disciplinary Committee
found that:
i)

The Practice was in breach of Hong Kong Standard on Auditing ("HKSA") 200
Overall Objectives of the Independent Auditor and the Conduct of an Audit in
Accordance with Hong Kong Standards on Auditing, HKSA 500 Audit Evidence
and HKSA 540 Auditing Accounting Estimates, Including Fair Value Accounting
Estimates, and Related Disclosures;

ii)

Tang failed to act competently and diligently in accordance with section
100.5(c), as elaborated in section 130.1, of the Code of Ethics for Professional
Accountants ("COE") for failure to comply with the above professional
standards; and
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iii) Chow failed to act competently and diligently in accordance with section
100.5(c), as elaborated in section 130.1, of the COE for failure to carry out an
objective engagement quality control review under HKSA 220 Quality Control
for an Audit of Financial Statements.
Having taken into account the circumstances of the case, the Disciplinary Committee
made the above order against the Respondents under section 35(1) of the ordinance.
About HKICPA Disciplinary Process
The Hong Kong Institute of Certified Public Accountants (HKICPA) enforces the highest
professional and ethical standards in the accounting profession. Governed by the
Professional Accountants Ordinance (Cap. 50) and the Disciplinary Committee
Proceedings Rules, an independent Disciplinary Committee is convened to deal with a
complaint referred by Council. If the charges against a member, member practice or
registered student are proven, the Committee will make disciplinary orders setting out
the sanctions it considers appropriate. Subject to any appeal by the respondent, the
order and findings of the Disciplinary Committee will be published.
For more information, please see:
http://www.hkicpa.org.hk/en/standards-and-regulations/compliance/disciplinary/
- End About HKICPA
The Hong Kong Institute of Certified Public Accountants (HKICPA) is the statutory body
established by the Professional Accountants Ordinance responsible for the professional
training, development and regulation of certified public accountants in Hong Kong. The
Institute has more than 42,000 members and 18,000 registered students.
Our qualification programme assures the quality of entry into the profession, and we
promulgate financial reporting, auditing and ethical standards that safeguard Hong
Kong's leadership as an international financial centre.
The CPA designation is a top qualification recognised globally. The Institute is a member
of and actively contributes to the work of the Global Accounting Alliance and
International Federation of Accountants.
Hong Kong Institute of CPAs’ contact information:
Gemma Ho
Manager, Public Relations
Phone: 2287-7002
Email: gemmaho@hkicpa.org.hk
Terry Lee
Director, Marketing and Communications
Phone: 2287-7209
Email: terrylee@hkicpa.org.hk
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香港會計師公會對兩名執業會計師及一間執業法團作出紀律處分
（香港，二零一八年六月二十五日）香港會計師公會轄下一紀律委員會，於二零一八年五
月十五日就鄧偉雄先生（會員編號：A10201）、周志傑先生（會員編號：A14433）及鄧
偉雄會計師事務所有限公司（「事務所」，執業法團編號：M0053）（統稱為「答辯人」）
沒有或忽略遵守、維持或以其他方式應用公會頒佈的專業準則，對他們作出譴責。紀律委
員會同時命令鄧先生、周先生及事務所分別須繳付罰款 100,000 港元、75,000 港元及
150,000 港元。此外，紀律委員會命令由二零一八年六月二十四日起吊銷鄧先生及周先生
的執業證書，並分別在兩年及 18 個月內不向鄧先生及周先生另發執業證書。三名答辯人
另須繳付公會及財務匯報局（「財匯局」）的費用共 103,483.20 港元。
事務所曾就一間香港上市公司中科光電控股有限公司（前稱一創科技集團有限公司）及其
附屬公司的二零一二年度財務報表發出無保留的核數師意見。鄧先生是負責該項目的執業
董事，而周先生是項目質量控制覆核人。
公會收到財匯局的轉介，指該二零一二年度財務報表所列一宗收購違反了財務報告準則及
出現審計違規。有關缺失涉及(i)可換股債券作代價的計算；(ii)可辨認的收購資產、負債承
擔及相關商譽的確認和計算；及(iii)商譽的減值評估。
公會經考慮所得資料後，根據香港法例第 50 章《專業會計師條例》第 34(1)(a)(vi)及
34(1AA)條對三名答辯人作出投訴。
三名答辯人承認投訴中的指控屬實。紀律委員會的裁決如下：
i)

事 務 所 違 反 了 Hong Kong Standard on Auditing （ 「 HKSA 」 ）200 "Overall
Objectives of the Independent Auditor and the Conduct of an Audit in
Accordance with Hong Kong Standards on Auditing" 、 HKSA 500 "Audit
Evidence" 及 HKSA 540 "Auditing Accounting Estimates, Including Fair Value
Accounting Estimates, and Related Disclosures"；

ii)

基於鄧先生未有遵守上述專業準則，故裁定他沒有稱職盡責地遵守 Code of Ethics
for Professional Accountants（「COE」）第 100.5(c)條的規定及第 130.1 條對該
規定的闡述；及

iii) 基 於 周 先 生 未 有 依 照 HKSA 220 "Quality Control for an Audit of Financial
Statements" 進行客觀的質量控制覆核，故裁定他沒有稱職盡責地遵守 COE 第
100.5(c)條的規定及第 130.1 條對該規定的闡述。
經考慮有關情況後，紀律委員會根據《專業會計師條例》第 35(1)條向答辯人作出上述命
令。
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香港會計師公會的紀律處分程序
香港會計師公會致力維持會計界的最高專業和道德標準。公會根據香港法例第 50 章《專
業會計師條例》及紀律委員會訴訟程序規則，成立獨立的紀律委員會，處理理事會轉介的
投訴個案。委員會一旦證明對公會會員、執業會計師事務所會員或註冊學生的檢控屬實，
將會作出適當懲處。若答辯人未有提出上訴，紀律委員會的裁判將會向外公佈。
詳情請參閱：
http://www.hkicpa.org.hk/en/standards-and-regulations/compliance/disciplinary/
–完–

關於香港會計師公會
香港會計師公會是根據《專業會計師條例》成立的法定機構，負責培訓、發展和監管本港
的會計專業。公會會員超過 42,000 名，學生人數逾 18,000。
公會開辦專業資格課程，確保會計師的入職質素，同時頒佈財務報告、審計及專業操守的
準則，以鞏固香港作為國際金融中心的領導地位。
CPA 會計師是一個獲國際認可的頂尖專業資格。公會是全球會計聯盟及國際會計師聯合
會的成員之一，積極推動國際專業發展。
香港會計師公會聯絡資料：
何玉渟
公共關係經理
直線電話：2287-7002
電子郵箱：gemmaho@hkicpa.org.hk
李志強
市務及傳訊總監
直線電話：2287-7209
電子郵箱：terrylee@hkicpa.org.hk
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Proceedings No. : D-16-1222F
IN T}{E MATTER OF

A Complaint made under Section 34(I) and 34(IA) of the Professional
Accountants Ordinance (Cap, 50) ("the FAO") and referred to the
Disciplinary Committee under Section 33(3) of the FAO
BETWEEN

The Registrar of the Hong Kong Institute of
Certified Public Accountants

COMPLAINANT

AND

Mr. Tang Wai Hung

RESPONDENTS

(Membership no. : A10201)
Mr. Chow Chi Kit

(Membership no. : A14433)
W. H. Tang & Partners CPA Limited

(Corporate Practice No. Moo53)
Before a Disciplinary Committee of the Hong Kong Institute of Certified Public
Accountants
Members:

Dr. Witson Claire (Chairman)
Mr. Shum Hon Wo

Ms. Yap Hiu Yee Betty
Mr. Hills Stuart Martin

Mr. Chow Tak Sing Peter

ORDER & REASONS FOR DECISION

I.

This is a complaint made by the Registrar of the Hong Kong Institute of Certified

Public Accountants (the "Institute") against Mr. Tang Wai Hung, CPA (Practising)
("Tang"), Mr. Chow Chi Kit, CPA (Practising) ("Chow") and W. H. Tang & Pomers

CPA Limited ("WH Tang"), a corporate practice (collectively the "Respondents").
2.

The Complaint as set out in the letter dated 29 June 2017 from the Registrar to the
Council of the Institute (the "Complaint") is as follows:-

,
,

BACKGROUND

(1) On 8 November 2016, the Financial Reporting Council ("ERC") referred to the
Institute a report of the Audit Investigation Board ("MB Report") coneerhing the
financial statements of China Technology Solar Power Holdings Limited (formerly

known as Soluteck Holdings Limited) (stock code; 08/11) ("Company") andits
subsidiaries (collectively "Group") for the year ended 31 March 2012 ("2012
Financial Statements").

(2) WH Tang issued an unqualified auditor's opinion on the 20 12 Financial Statements on
22 June 2012. Tang was the engagement director and Chow was the engagement

quality control reviewer ("EQCR') of the audit.
(3) The subject matter concerned an acquisition of a Target Group by the Company on I
June 2011 for a total consideration of HK$280,030,000. As part of the consideration

for the acquisition ("Consideration"), the Company issued convertible bonds ("CES")
containing two tranches (", it. an cine I CB" and "franche U CB"). Details of the
acquisition are as follows:
Cash consideration

Issue of 133,000,000 shares at 1,11< $0.41 per share
Issue of Tranche I CB
Issue of Tranche U CB

HK$ 62,400,000
54,530,000
113,100,000
50 000 000

HK$280,030,000

(4) The Company used a valuation reportissued on 20 July 2011 by ValuerAin
determining the fair values of CBs at I June 2011 ("Valuation A"). Accordingly, on
issuance of the CBs, the Company recorded both liability and equity components of
Tranche I CB and Tranche n CB as follows:

Liability

Equity

Tranche I CB

Tranche H CB

Total

(HK$ 000)

(HK$ 000)

(HK$ '000)

29,943

13,238
^, Z^2.
50,000

1199/9

^L^Z

113,100

43,181

163,100

(5) According to the Company's circular dated 16 May 2011, the Consideration was
determined having taken into account a number of factors, including (i) the Target
Profit; (ii) the Consideration Adjustment; (in) confinned agreements at an amount of
approximately RMB 302 million of the system integration business ("Revenue
Contracts"); and (iv) preliminary valuation of the power generation business.

(6) The Consideration Adjustment only applied to Trenche H CB.
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(7) Subsequently, the Company issued a circular on 22 February 2012, informing the
shareholders that it had entered into a Supplemental Agreement to amend the tenns of
the Consideration Adjustment. The reason for the amendment was because, the PRC

subsidiary of the Target Group had not yet commenced its system integ, .ation services
as the contracting parties in the Revenue Contracts were still in the process of
obtaining the necessary licenses from the respective government authorities. The
Supplemental Agreement provided as follows:
(i)

The Target Profit in the amended terms would be increased from HK$30
million to 111<$40 million.

(ii)

The 12-month financial period originally ended at 31 March 2012 was
extended by 6 months to 30 September 2012.

(in)

The formula of the Consideration Adjustment would be amended such that if
the Target Profit was Inc$ 15 million or less, the principal amount of Tranche
U CB would be adjusted to ER$NIL.

(8) A total goodwill payment of HK$260 million arising from the acquisition was
allocated to two cash generating units ("CCDs") as follows: co power system
integration business ("Power System Integration CCD") of 111<$236 minion; and (ii)
solar energy generation business ("Solar Energy CGU") of 111< $24million. There
was no impairment of goodwill recorded in the 2012 Financial Statements.

(9) The A1B Report identified a number of instances of non-compliance with financial
reporting standards and auditing irregularities in relation to the 2012 Financial
Statements concerning the following audit areas:
(i)

measurement of CBs;

(ii) recognition and measurement ofidentifiable assets acquired and liabilities
assumed, and the related goodwill at the date of acquisition; and
(in) impairment assessment of goodwin.
(I O) Subsequent to the A1B Report being referred to the Instifute, the Respondents made
further submissions to the Institute on 28 December 2016 and 10 October 2017

respectively ("Respondents' Submissions").
THE conneLAINTs

Complaint I: Against WE Tang
(11) Section 34<1)(a)(vi) and section 34(IAA) of the PAO apply to WH Tang in that, when
carrying out the audit of the 20 12 Financial Statements with regards to (a)
measurement of CBs; (b) recogiition and measurement of identifiable assets acquired
and liabilities assumed* and the related goodwill at the date of acquisition; and (c)
impairment assessment of goodwill, WH Tang failed or neglected to observe, maintain
or otherwise apply the following professional standards:
3
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co Paragi. aph 15 of ERSA 200; and/or
(ii) Paragraph 6 off11<SA 500; and/or
(in) Paragraph 8 of 111<SA 500; and/or
(iv) Paragraphs 17 and 18 off11<SA 540.
Complaint 2: Against Tang
(12) Section 34(I)(a)(vi) of the PAO applies to Tangin that he failed or neglected to
observe, maintain or otherwise apply a professional standard namely section 100.5(c)
as elaborated in section 130.1 of the Code of Ethics ("Code") for failure to act

competently and diligently in accordance with professional standards when carrying
out the work, as an engagement director, in the audit of the 2012 Financial Statements.
Complaint 3: Against Chow

(13) Section 34(I)(a)(vi) of the FAO applies to Chow in that he failed or neglected to
observe, maintain or otherwise apply professional standards namely (i) paragraphs 20
and 21 of arsA 220; and (ii) section 100.5(c) as elaborated in section 130.1 of the

Code for failure to act competently and diligently in accordance with professional
standards when carrying out the worl:, as an engagement quality control reviewer, in
the audit of the 2012 Financial Statements.

RELEVANT STATl. ITORYPROVISIONANlD PROFESSIONAL STANDARDS

(14) Section 34(I)(a)(vi) of the FAO provides that a complaint may be made against any
certified public accountant for having failed or neglected to observe, maintain or

otherwise apply a professional standard.
(15) Section 34(IAA) of the PAO provides that a complaint may be made against a
corporate practice for having failed or neglected to observe, maintain or otherwise
apply a professional standard.
(16) Relevant sections of the professional standards are mustrated in Attachment I.
PARTICULARS OF CONneLAINT I
Measurement of CBs

(17) As Tranche H CB was in nature a contingent consideration payable as defined in
HKFRS 3 (Revised), it should have been recognized as a financial liability in
accordance with paragi'aph 11 of ERAS 32, initially measured at its acquisition-date
fair value and re-measured at fair value at year-end in accordance with paragi'aphs 39
and 58 of ERFRS 3 (Revised).
(18) However, there was no evidence that ValuerA had considered the effect of the

Consideration Adjustment or had taken it into account when determining the fair value
of Tranche H CB .
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( 19) In the audit working papers, there was no evidence to support that WH Tang:
(i) identified the contingent consideration nature of Tranche H CB and discussed
with the Company about its failure to recognize it as a financial liability;
(it) had any discussion with the Company or Valuer A as to how-the condition
attached to Tranche H CB was incorporated in Valuation A, particularly given
the need for the subsequent amendment;
(in) evaluated how three chosen securities were appropriate coinparable companies
to estimate the discount rate for the Target Group, such as their locations and
production sizes as compared to the Target Group; and
(iv) documented their procedures performed in the understanding and assessment of
the assumptions (including the discount rate and volatility etc. ) and
methodology adopted in Valuation A.
(20) WH Tang sought to rely on HKSA 620 rosing the Work of an Auditor's Expert".
However, Valuation A was prepared by a management expert rather than an
independent auditor's expert and so HKSA 500.8 would apply. Reliance on 111<SA 620
meant that WH Tang had applied the wrong auditing standard.
(21) The CBs were required to be re-measured at fair value at year-end in accordance with
HKFRS 3 (Revised). There was no adjustment to the measurement of CBs at year-end.
WH Tang's working papers stated the assumption that "no adjustment to the
consideration of Tranche n CB by considering that the probability that there will be
no consideration adjustment relating to Tranche it CB is over 90%" .
(22) The above assumption was inconsistent with the Supplemental Agreement that had to
be entered into by the Company in February 20 12 due to complications with the
Revenue Contracts.

(23) WH Tang should have assessed the reasonableness of management's assumption with
respect to the probability of achieving the Target Profit given the difficulties
experienced. In breach of HKSA 200.15, WH Tang did not exercise professional
skepticism and they simply accepted management representation and Valuation A
without performing adequate procedures to support their conclusions.
(24) Based on the above, WH Tang were also in breach of ERSA 500.6 for their failure to
obtain sufficient appropriate audit evidence by designing and performing adequate
procedures to properly assess:
(i)

whether the contingent nature of the profit guarantee would render the Tranche
n CBs a financial liability;

(ii)

the values of CBs at recognition; and

(iii) whether any adjustment was necessary to the valuation of Trariche U CB at
year-end.
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(25) Since the measurement of CBs involved accounting estimates, the above breaches also
demonstrated that the Auditor failed to comply with ERSA 540.17 and ERSA 540.18.
(26) The relevant facts concerning the measurement of CBs are located in section 3 of the
A1B Report
Reco ition and measurement ofidentifiable assets an uired and liabilities assumed
and the related o0dwill at the date of ac uisition

(27) The Revenue Contracts of the system integration business gave rise to contractual
rights and should be recognized as identifiable assets separately from goodwill at
acquisition in accordance with paragraphs 10 and B31 ofHKFRS 3 (Revised).
(28) The Company explained in their submissions to FRC that the Revenue Contracts were
not separately identified and recognized as an intangible asset at acquisition as the
related business was not commenced at the time of the acquisition and therefore, it
was impractical to identify and recognize any intangible asset with sufficient
reliability

(29) Failure to recognize all identifiable assets acquired at acquisition gave rise to the
question whether the Company properly recorded goodwill at acquisition. The
Company simply relied on Valuation B in their determination of the market value of
the Target Group (excluding the system integi'atton business) at 31 December 2010.
(30) If the Company could use a discounted cash flow to arrive at the value in use of the
CGU (the Target Group) to assess the impairment of assets arising from the
acquisition, the Company could also estimate the fair value of the Revenue Contracts
by using a similar discounted cash flow method at time of acquisition, factoring the
uncertainties into the fair value valuation. In other words, the Company should have

measured the Revenue Contracts at fair value at acquisition in accordance with
paragraph 18 of HKFRS 3 (Revised).
(31) WH Tang did not challenge the Company's failure to assess the fair value of the
Revenue Contracts and identify them as identifiable assets acquired in acquisition,
based on the flawed conclusion that they could not be measured with sufficiency. WH
Tang relied on an outdated criterion of "reliability of measurement" under HKFRS 3
(2004 version) which was applicable before I July 2009.
(32) WH Tang also failed to obtain sufficient appropriate audit evidence by designing and
performing adequate procedures to:
(i) ascertain that all identifiable assets acquired and liabilities assumed were
recognized at fair value at acquisition in accordance with paragraph 10 of
HKFRS 3 (Revised);
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(ii) evaluate the appropriateness of Valuation B including the consideration of the
relevance and reasonableness of Valuer B's findings, significant assumptions and
valuation methods used, as well as the relevance, completeness and accuracy of
the source data used; and

(in) assess the appropriateness of the valuation amount ofHK$24 million allocated
as goodwill to the Solar Power CGU given there were assets and liabilities of
the solar energy business at the time of acquisition.
(33) As such, WH Tang failed to comply with ERSA 200.15 and HKSA 500.6.
(34) Since the recognition and measurement ofidentifiable assets acquired and liabilities
assumed, and the related goodwill at acquisition involved accounting estimates, the
above breaches also demonstrated WH Tang's failure to comply with IncSA 540.17
and HKSA 540.18.

(35) The relevant facts concerning the recognition and measurement of identifiable assets
acquired and liabilities assumed, and the related goodwill at the date of acquisition are
located in section 4 of the A1B Report
Tin airment assessment of o0dwill relatin to Power S stern Trite ration CGU

(36) In their impairment assessment of goodwill, the Company determined the recoverable
amounts of the CGUs using value-in-use calculations. When estimating the growth
rate for the Power System Integi'ation CGU, management forecast was prepared based
on the assumption that the necessary business licenses had been obtained or could be
obtained without difficulty. Accordingly, the Revenue Contracts would have been
taken into consideration.

(37) As confirmed in the Respondents' Submissions* WH Tang relied on management
representation and the discounted cash flow forecast prQjection prepared by
management in their assessment of goodwill impairment concerning the Power
System Integration CGU.

(38) When evaluating the Power System Integration CGU's recoverable amount, there was
no evidence in the working papers indicating \A1H Tang had:
(i) challenged the appropriateness and reasonableness of management*s
assumptions and valuation when the CGU did not generate any revenue for the
year ended 31 March 20 I2, as the Revenue Contracts were stalled because the

contracting parties were still in the process of obtaining the necessary licenses to
commence business;

(ii) considered and discussed with management the prospect, financial condition,
and economic outlook of the power system integt. ation business despite the
above;
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(in) performed procedures (e. g. to obtain a legal opinion) to assess the likelihood
that the relevant licenses which were vital to the business would be obtained;
and

(iv) challenged management or performed any procedures to assess the

appropriateness of the discount rate used by management. WH Tang only made
reference to inflation rate, without documentation of any consideration of
whether adjustments to the discount rate would be necessary; e. g. reflecting

specific risks faced by the market or excluding risks irrelevant to the power
system integr. ation business cash flows.

(39) In the circumstances, WH Tang had not performed sufficient and appropriate
procedures to support the recoverable amount of the Power System CGU for the
impairment assessment of the related goodwill at year-end in accordance with HKAS
Im airment assessment of o0dwill relatin to Solar Ener

CGU

(40) The assets and liabilities of the Solar Energy CGU were reclassified as "held-for-sale"
as the Company was considering to dispose of the Solar Energy CGU and in

negotiation with an independent third party on a possible sale. Goodwill of inc $24
million was included in the assets classified as held-for-sale in the 2012 Financial

Statements. As such, the Company was required to measure the held-for sale assets at
the lower of carrying amount and fair value less costs to sell at year-end in accordance
with paragraph 15 of Inc. FRS 5.

(41) The Company adopted the value-in-use calculation in their impairment assessment of
goodwill relating to the Solar Energy CGU, using the same valuation data in Valuation
B as at 31 December 20 I0, to determine the CGU's recoverable amount and
concluded that there was no impairment as at 31 March 2012.

(42) WH Tang failed to apply ERFRS 5 and claimed that adequate procedures had been
performed in reaching their conclusion that no impairment of goodwill was necessary
at year-end concurring with management. There was no evidence in their working
papers to indicate that they had:
(i) discussed with management or challenged management's use of the same
valuation data for Valuation B as at 31 December 2010 in theirimpairment
assessment as at 31 March 2012;

(it) performed any procedures to justify their conclusion that the assumptions used
in Valuation B as at 31 December 2010 were applicable and appropriate in
assessing the goodwill as at 31 March 2012; and

(in) performed any procedures to ascertain that the Solar Energy CGU, being
reclassified as "held-forsale", was being measured in accordance with ERFRS
5 at year-end.
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Breach of tofessional standards in relation to jin airment assessment of o0dwill

(43) Based on the above, WH Tang failed to exercise professional skepticism, and design
and perform adequate procedures to obtain sufficient appropriate audit evidence in
their impairment assessment of goodwill and therefore, they did not comply with
HKSA 200.15 and 111<SA 500.6.

(44) Since the impairment assessment of goodwill involved accounting estimates, the
above breaches also demonstrated WH Tang's failure to comply with HKSA 540.17
and HKSA 540.18.

(45) The relevant facts concerning the impainnent assessment of goodwill are located in
section 5 of the A1B Report.
PARTICULARS OF COMPLAINT 2

(46) In view of the above breaches of professional standards by WH Tang, the engagement
director did not comply with sections 100.5(c) and 130.1 of the COE for failure to
carry out the audit diligently in accordance with the applicable professional standards.
PARTICULARS OF COMPLAINT 3

(47) Audit irregularities rioted above involved a manor transaction of the Company (the
acquisition) resulting in material items recorded in the 2012 financial statements (the
convertible bonds, goodwill, and assets classified as held-for-sale), the measurement
of which items involved significantjudgment, estimation, and assumptions made by
management and/or external valuers.

(48) It is therefore reasonable to expect the EQCR would select the relevant audit working
papers to perform an engagement quality control review in accordance with HKSA
220.

(49) There was no information recorded in the audit working papers indicating how the
EQCR followed up issues noted in the planning stage of the audit, pertonned a
diligent quality control review of the engagement, provided comments and discussed
with engagement team, and evaluated results of the engagement team's decisions.
(50) A diligent engagement quality control review should have identified the audit
deficiencies as noted above. Therefore, the EQCR did not comply with sections
100.5(c) and 130.1 of the COE for failing to pe^orm the engagement quality review
in accordance with paragi'aphs 20 and 21 offUCSA 220.
(51) The relevant facts concerning the engagement quality control review are located in
section 6 of the A1B Report, which should be referred to for full details.
3.

The Respondents admitted the complaints against them. They did not dispute the
facts as set out in the Complaint. On 7 December 2017, the parties agreed that the
steps set out in parag'aphs 17 to 30 of the Disciplinary Committee Proceedings
Rules ("DCPR") be dispensed with.
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4,

The Disciplinary Committee agreed to the parties joint application to dispense with
the steps set out in Rule 17 to 30 of the DCPRin Iig}It of the admission made by the
Respondents and directed the parties to make written submissions on sanctions and
costs.

5.

The complaints were all found proven on the basis of the admissions made by the
Respondents.

6,

The Complainant provided their submissions on sanctions and costs on 7 February
20 18. Submission on sanctions were provided by Tang and Chow on I February
2018. WH Tang did not provide a separate written submission on sanctions and
costs.

7.

In considering the order to be made in this case, the Disciplinary Committee has had
regard to all the aforesaid matters, including the particulars in support of the
Complaints, the Respondents' personal circumstances, and the conduct of the
Respondents througliout the proceedings.

8.

The Disciplinary Committee orders that:(a) all of the Respondents be reprimanded under Section 35(I)(b) of the PAO;
(b) Tang pay a penalty offU<$100,000 under Section 35(I)(c) of the PAO; Chow
pay a penalty of 111<$75,000 under Section 35(I)(c) of the PAO; and WH
Tang pay a penalty of}lK$150,000 under Section 35(I)(c) of the FAO;
(c) the practising certificates issued to Tang and Chow be cancelled under
Section 35(I)(da) of the FAO;

(d) a practising certificate shall not be issued to Tang for 2 years and the same
shall not be issued to Chow for 18 months under section 35(I)(db) of the
FAO; and

(e) the Respond^nts do pay the costs and expenses of and incidental to the
proceedings of the Complainant in the sum ofHK$103,483.20 under Section
35(I)(iii) of the PAO.
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The above shall take effect on the 40th day from the date of this Order.
Dated 1.5 May 20L8

Dr. Wilson Claire
Chairman

Mr. Shum Hon Wo

Mr. Hills Stuart Martin

Disciplinary Panel A

Disciplinary Panel B

Ms. Yap Hiu Yee Betty
Disciplinary Panel A

Mr. Chow Talc Sing Peter
Disciplinary Panel B
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