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Hong Kong Institute of Certified Public Accountants takes 

disciplinary action against a certified public accountant 

(practising) 

 (HONG KONG, 24 September 2019) A Disciplinary Committee of the Hong Kong 

Institute of Certified Public Accountants reprimanded Mr. Ng Ka Kuen, certified public 

accountant (practising) (A25914) on 14 August 2019 for his failure or neglect to observe, 

maintain or otherwise apply professional standards issued by the Institute. The 

Committee also ordered Ng to pay a penalty of HK$100,000 and costs of the Institute 

and the Financial Reporting Council (“FRC”) totalling HK$59,374.20. 

Ng was the sole practising director of a corporate practice, UC CPA (Practising) Limited, 
which is now de-registered. As the newly-appointed auditor of South Sea Petroleum 
Holdings Limited, a Hong Kong listed company, and its subsidiaries (collectively, 
“Group”), the corporate practice expressed an unmodified auditor’s opinion on the 
consolidated financial statements of the Group for the year ended 31 December 2014. 
 
The Institute received a referral from the FRC about audit irregularities. The Group’s 
financial statements in the previous year did not comply with Hong Kong Accounting 
Standard 18 Revenue. The customer in a prior-year sale was allowed to settle payment 
by interest-free instalments over 10 years, and such a deferred payment arrangement 
constituted a financing transaction under the accounting standard. The Group failed to 
correctly account for the arrangement and such accounting non-compliance affected the 
opening balances and comparative information in the 2014 financial statements. 
 
In the audit, Ng failed to properly evaluate the transaction and obtain sufficient evidence 
on the balances pertaining to it. Further, Ng failed to appoint an engagement quality 
control reviewer for the audit. 
 
After considering the information available, the Institute lodged a complaint under 

section 34(1)(a)(vi) of the Professional Accountants Ordinance (Cap 50). 

Ng admitted the complaint against him. The Disciplinary Committee found that Ng failed 

or neglected to observe, maintain or otherwise apply the following professional 

standards: 

 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 220 Quality Control for an Audit of Financial Statements; 

 HKSA 510 Initial Audit Engagements – Opening Balances; 

 HKSA 540 Auditing Accounting Estimates, Including Fair Value Accounting 

Estimates, and Related Disclosures; 
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 HKSA 700 Forming an Opinion and Reporting on Financial Statements; and 

 the fundamental principle of Professional Competence and Due Care in 

sections 100.5(c) and 130.1 of the Code of Ethics for Professional 

Accountants. 

Having taken into account the circumstances of the case, the Disciplinary Committee 

made the above order against the respondent under section 35(1) of the ordinance. The 

Committee considered that the case involved the audit of a listed company which 

affected the investing public. As Ng had been subject to regulatory proceedings on two 

previous occasions, the Committee considered that sufficient sanctions should be 

imposed as a deterrent. 

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 44,000 members and 17,100 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. 

 

 

 

http://www.hkicpa.org.hk/en/standards-and-regulations/compliance/disciplinary/
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Hong Kong Institute of CPAs’ contact information: 

Ms Gemma Ho 

Public Relations Manager 

Phone: 2287-7002  

Email: gemmaho@hkicpa.org.hk  

Ms Rachel So 

Head of Corporate Communications and Member Services 

Phone: 2287-7085  

Email: rachelso@hkicpa.org.hk  

mailto:gemmaho@hkicpa.org.hk
mailto:rachelso@hkicpa.org.hk
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香港會計師公會對一名執業會計師作出紀律處分 

（香港，二零一九年九月二十四日）香港會計師公會轄下一紀律委員會，於二零一九年八

月十四日就執業會計師吳嘉權先生（會員編號：A25914）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，對他作出譴責。紀律委員會同時命令吳先生須繳付罰款

100,000港元，以及公會及財務匯報局（「財匯局」）的費用共 59,374.20港元。 

吳先生曾是聯禾執業會計師有限公司（現已撤銷註冊）唯一的執業董事。該執業法團曾獲

委任為南海石油控股有限公司（一家香港上市公司）及其附屬公司（統稱為「集團」）的

新任核數師，並就集團截至二零一四年十二月三十一日止年度的綜合財務報表發表無保留

的核數師意見。 

公會收到財匯局的轉介，指該審計項目有違規情況。集團前一年度的財務報表違反了

Hong Kong Accounting Standard 第 18 號「Revenue」。集團於前一年度的一項銷售交

易中容許買家免息分期在十年內付清貨款，此延期付款安排構成上述會計準則所述的融資

交易。集團沒有就有關安排作出正確的會計處理，而此項會計準則的違規影響了二零一四

年度財務報表內的期初結餘及比較資訊。 

吳先生在進行審計時沒有適當地評估該項交易並就相關結餘獲取充分憑證。此外，吳先生

沒有就該審計項目委任一名質量控制覆核人。 

公會考慮所得資料後，根據香港法例第 50 章《專業會計師條例》第 34(1)(a)(vi)條作出投

訴。 

吳先生承認投訴屬實。紀律委員會裁定吳先生沒有或忽略遵守、維持或以其他方式應用以

下的專業準則： 

 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 220「Quality Control for an Audit of Financial Statements」； 

 HKSA 510「Initial Audit Engagements – Opening Balances」； 

 HKSA 540「Auditing Accounting Estimates, Including Fair Value Accounting 

Estimates, and Related Disclosures」；  

 HKSA 700「Forming an Opinion and Reporting on Financial Statements」；

及 
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 Code of Ethics for Professional Accountants 內第 100.5(c)及 130.1 條有關

「Professional Competence and Due Care」的基本原則。 

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。委員會認為此個案涉及上市公司的審計，會令公眾投資者受影響。另外，由於吳先生

曾因兩次違規受監管處分，因此委員會認為須施加充分處罰以起阻嚇作用。 

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 44,000名，學生人數逾 17,100。 

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： 

何玉渟女士 

公共關係經理 

直線電話：2287-7002 

電子郵箱：gemmaho@hkicpa.org.hk  

蘇煥娟女士 

企業傳訊及會員事務主管 

直線電話：2287-7085 

電子郵箱：rachelso@hkicpa.org.hk   

 

http://www.hkicpa.org.hk/en/standards-and-regulations/compliance/disciplinary/
mailto:gemmaho@hkicpa.org.hk
mailto:rachelso@hkicpa.org.hk
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IN THE MATTER OF

A Complaint made under Section 34(I) and 34(IA) of the Professional
Accountants Ordinance (Cap. 50) ("the PAO") and referred to tlie
Disciplinary Committee under Section 330) of the PAO

BETWEEN

The Registrar of the Hong Kong Institute of
Certified Public Accountants

AND

Ng Ka Kuen
Membership No. A25914

Before a Disciplinary Committee of the Hong Kong Institute of Certified Public
Accountants

Members:

Proceedings No. : D-17-1279F

Ms. Lam Ding Wari Catrina (Chainnan)
Ms. Chari Lai Yee

Ms. Chang See Mun Lily
Mr. IP Chiu Yin Eddie
Mr. U PO Ting Peter

COMPLAINANT

Section A - Introduction

This is a complaint made by the Registrar of the Hong Kong Institute of Certified
PublicAccountants (the "Institute") as Complainant againstNg Ka Kuen ("Ng"),
a practising certified public accountant. Section 34(I)(a)(vi) of the Professional
Accountants Ordinance ("FAO") applied to Ng

The particulars of the complaint are set out in a letter dated 8 January 2018 from
the Complainant and are summarised in Section C below.

The Notice of Commencement of Proceedings was issued on 31 May 20 18.

There were originally two respondents to these proceedings, Ng and UC CPA
(Practising) Limited ("DC").

I.

ORD^R & REASONS FOR DECISION

RESPONDENT

2.

3.

4.
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5. Ng admitted to the complaints against him. By aletter dated 10 Marcli 2018, the
Complainant and Ng made a joint application to the Disciplinary Committee
C'Committee") constituted to deal with this matter to dispense witli tlie steps set
outin rules 17 to 30 of the Disciplinary Committee Proceedings Rules. This joint
application was approved by tile Committee.

On 4 June 2018, the Complainant informed tile Committee tliat UC has been
removed from the register of corporate practice on 4 April 2018 and tlierefore it
would no longer pursue the complaint as against UC.

The Committee directed the Complainant and Ng to make written submissions on
sanctions and costs. The Complainant and Ng provided their submissions on
sanctions and costs o11 25 and 26 June 2018 respectively. Neither the
Complainant nor Ng requested for an oral nearing

6.

7

Section B - Background

Soutli Sea Petroleum Holdings Limited ("Company") was incorporated in Hong
Kong and its shares are listed on the Main Board of The Stock EXchange of Hong
Kong Limited (stock code: 00076).

The financial statements of the Company and its subsidiaries ("Group") for the
yearending 31 December 2014 C'2014 Financial Statements") disclosed that the
financial statements were prepared in accordance with the Hong Kong Financial
Reporting Standards ("Hl<F'RS") issued by the Hong Kong Institute of Certified
Public Accountants. I

UC was appointed as the auditor of the Company ill January 2015. ' Ng was tlie
practicing director ofUC' and issued tlie auditor's report on behalf of UC for the
2014 Financial Statements. The auditor's report stated that the audit for the year
was conducted in accordance with tlie Hong Kong Standards o11 Auditing
C'HKSAs") and expressed an unmodified opinion' on the financial statements.

As a result of the review of the 2014 Financial Statements, the Financial
Reporting Council ("ERC") identified potential auditing irregularities. In
September 2016, the Council of the FRC directed the Auditlnvestigatioii Board
C'A1B") to conduct an investigation into a transaction concerning the selling of
graphite ore recognized in the year 2013 ("Transaction"), which fonned the
comparative information of the 2014 Financial Statements.

In June 2017, the FRC referred a report of the A1B dated 4 May 2017 ("A1B
Report") to the Institute pursuant to section 9(f) of tlie Financial Reporting
Council Ordinance, Cap. 588.

8

9.

10.

11.

12.

2

3

4

A1B Report, Annex IB mage 38)
Announcement of the Company dated 16 January 2015
Ng left UC on 2 March 2017
A1B Report, Annex IB (pages 28 and 29)

2
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13. The A1B Report identified non-compliance with financial reporting standards and
auditing irregularities in relation to tlie Transaction.

Section C - The Complaints

By letter dated 8 January 2018, the Complainant made the following complaints
against Ng and UC (the "Complaints") :-

^t

(1) Section 34(I)(a)(vi) of the Professional Accountants Ordinance ("FAO")
applies to Ng and UC in that, in the audit of the 2014 Financial Statements,
they failed orneglected to observe, maintain or otheiwise apply one ormore
of the following professional standards in the manner as set out in paragraph
41 below:

14.

(a) Paragraph 6 of HKSA 510 Init^^I AMdrt Engagements - Opening
Batonces ("HKSA 510"); andror

Paragraph 15 of 111<SA 200 Overall Obyectives of the Independent
Auditor grid the Conduct of on Audit in Accordance with Hong Kong
Standards on dud^ting ('HKSA 200"); and/or

Paragraph 18 ofHKSA 540 Auditing ACco"nitngEstimates, Including
Fair 1611, e Accounting Estimates, and Related Disclosures ("HKSA
540"); and/or

Paragraphs H to 13 of HKSA 700 Forming on Opinion and

(b)

(c)

Reporting on Financial Statements ("HKSA 700").

Second Coin laint

(d)

(2) Section 34(I)(a)(vi) of the PAO applies to Ng ill tliat the lion-compliances
with professional standards in the audit mentioned in the First Complaint
indicate that he failed to conduct the audit with professional competence
and due care and was therebyin breach of section 100.5(c) as elaborated ill
section 130.1 of the Code of Ethics for Professional Accountants ("COE").

Third Coin laint

(3) Section 34(I)(a)(vi) of the PAO applies to Ngin that, missuiiig tlie auditor's
report for the 2014 Financial Statements as tile practising director
responsible for the audit, he failed or neglected to observe, Inaintaiii or
othenvise apply paragraph 19 of HKSA 220 gunlity Control/by on Audit
of Financial Statements ("HKSA 220") because he had failed to appoint an
engagement quality control reviewer for the audit.

3
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Section D - Facts and Circumstances in support of the Complaints

E!^

15. On 18 December 2013, a subsidiary of the Company ('Subsidiary") entered into
a contract to sell33.45 million tons of graphite ore at Us $7.90 per ton, totalling
Us $264,255,000, to a customer ("Customer"). It was agreed that the sales
proceeds would be paid by instalments with a minimuin annual payment of
Us $26,425,500 starting from the year 2014. The outstanding receivable was
secured by tlie unutilized graphite ore of the Customer wliich was stored in a third
party's warehouse.

16. It was further agreed that the Customer would increase the armual payment if
more than 3345 million tons of graphite ore were withdrawn from tlie warehouse
in a year, so that annual payment could reflect tlie actual withdrawal of graphite
ore from the warehouse

17. The Group recognized the revenue arising from the Transaction at its invoiced
amount of Us $264,255,000 and trade receivable totalling about Us $262,930,000
Onvoiced amount minus deposits received) in the financial statements for the year
ended 31 December 2013 ('?013 Financial Statements"). 5

18. hi the statement of financial position as at 31 Decoinber 2014, a trade receivable
balance of Us$211,404,000 (2013: Us $237,830,000) was presented under non-
current assets under tlie item "long tenn portion of trade receivable".'

19. According to paragraphs 9 and U of Hong Kong Accounting Standard 18
Revenue ("HKAS 18"), if there is a significant lag between the till10 whoil the
goods or services are provided and the time when tlie consideration is received
the time value of money should be taken into account. That is, deferred payments
might indicate that there is both a sale and a financing transaction. If there is a
financing element it is necessary to discount the consideration to present value in
order to arrive at the fair value.

20. Based on the terms of the Transaction, the payment arrangement of the
Transaction effectiveIy constituted a financing transaction because, in substance,
the Customer was allowed to settle the purchase proceeds of Us $264,255,000
over ten years with a minimum annual payment of Us $26,425,000.

21. hirecognizing the revenue and trade receivable in accordance with HKAS 18, the
discounting effect of the Transaction had been ignored by the Group ill 2013 and
the fonner auditor' concurred with tlie non-compliance with the accounting
requirements and issued an unmodified opinion.

5

6

7

A1B Report 53,131
A1B Report, annex IB toage 32)
JP Union & Co

4
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22. It was estimated that if using a discount rate of 5% per annuin to discount the
trade receivable which was expected to be fully paid over ten years, the
Transaction would have been recognized at Us $204 million instead of Us$264.3
millionin 2013 and the difference would have been material to the 2013 Financial
Statements. '

Following the same estimation, all imputed interest income of unwinding
discount of Us$102 million should nave been recognized in the 2014 Financial
Statements, which was material to the 2014 Financial Statements'

UC's procedures on the opening balances and comparative infonnation relating
to the Transaction were limited to verifying the recognized amount to invoice
balance, continuation and sight of tlie agreement without considering the
appropriateness of accounting tieainlGrit of the payment tenns which effectiveIy
constituted a financing transaction 10.

When explaining tile measurement of revenue and receivable from the
Transaction, UC initially suggested that the trade receivable "could be settled
anytime even within I year Thus the fair value of the consideration required to
discount o1/11t"re receipts using on imputed rote of interest was not applicable
in !his case. .."."

UC's above suggestion demonstrated a lack of understanding o11 the part of Ng of
the requirements of paragraphs 9 and U of HKAS 18.

When explaining that the trade receivable could be classified as a Gunent asset,
UC cited the requirements under paragrapli of 68 of Hong Kong Accounting
Standard I Presentation of Findncio! Stotements ("HKAS I")." UC's renallCG
on paragraph 68 of 111<As I for its conclusion shows Ng's failure to understand
the relevant requirements under H}<. As I.

Paragraph 66 of HKAS I sets out the criteria for classifying an asset as current. "
Applying the criteria to a sales transaction, if the trade receivable from a customer
could be fully received within twelve months from the end of the reporting period,
or within the entity's normal operating cycle, the trade receivable shall be
classified as current.

Paragraph 68 of HKAS I states that the operating cycle of an entity is the time
between the acquisition of assets for processing and tlieir realisation ill cash or
cash equivalents and that when the entity's nomial operating cycle is not clearly
Identifiable, it is assumed to be twelve months

23.

24.

25.

26.

27.

28

29.

8

9
MB Report 532.5
MB Report 53.25

10 MB Report 53.26
'' A1B Report 53.1.3.5 and Annex 3A; cftheir later representation referred to at 539 below
re MB Report $31.36 and annex 30
13 MB Report 53.25
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30 Based on the contract tenns of the Transaction, the trade receivable from the
Transaction would not be fully paid by the Customer within twelve months from
the Grid of the reporting period. The Group classified a majority of tlie receivable
as long-terni asset (paragraph 18 above) in tlie statement of financial position as
at 31 December 2014 (and 2013).

Altliough tlie Transaction was recognised ill 2013, it was material to tile 2014
Financial StateInGrits in that tlie unsettled trade receivable arising froin the
Transaction was a major asset of the Group as of 31 December 2014 and that the
revenue and receivable arising from the Transaction recognised ill 2013 fonned
the comparative infonnation of the 2014 Financial Statements.

The 2014 audit was UC's first audit engagement for the Company. UC should
have properly planned and performed their audit procedures for the opening
balances and comparative information to address the inherent risks related to
initial audits.

HKSA 51 0 sets out the audit procedures that are required to be perlonned on
opening balances and comparative infonnation. Specifically, paragraph 6 of
In<SA 510 requires an auditor to obtain sufficient appropriate audit evidence
about whether the opening balances contain misstatements that materialIy affect
tile cument period's financial statements.

Paragraph 15 of HKAS 200 requires an auditor to plan and perform an audit with
professional scepticism recognizing tliat circumstances Inay exist tliat cause the
financial statements to be materialIy misstated. Professional scepticism is all
attitude that includes a questioning mind, being alert to conditions which niay
indicate possible misstatement due to error or fraud, and a critical assessment of
audit evidence.

Paragraph 18 of HKSA 540 requires an auditor to evaluate, based o11 the audit
evidence, whether the accounting estimates ill the financial statements are either
reasonable in the context of tile applicable financial reporting fi'runework, or are
misstated.

In view of the size of the Transaction and its payment terms, UC should nave
identified tlie Transaction with additional risks of material misstatement and

perlonned corresponding assessment and I or testing. There was no evidence ill
the audit working papers supporting that UC had properly evaluated the payment
tenns of the Transaction and assessed the effect o11 the measurement of the

from tile Transaction in accordance withrevenue and receivable arising

paragraphs 9 and U of HKAS 18.

Paragraphs I I to 13 of HKSA 700 set out the requirements with winch an auditor
should comply in fomiing an opinion on whether tlie financial statements are
prepared, in all material respects, in accordance witli tlie applicable financial
reporting framework.

31.

32.

33.

34.

35

36.

37
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38. DC failed to challenge the appropriateness of rocognising the revenue and trade
receivable arising from the Transaction at the invoiced amount and did not
identify that the accounting treatinent was a non-compliance with HKAS 18,
which would have a significant impact to the 2014 Financial Statements. The
Respondent and UC failed to perlonn adequate audit procedures on the
measurement of the revenue and receivable arising from the Transaction to
support its unmodified opinion on the 2014 Financial Statements.

The Respondent's legal representative wrote to FRC in March 2017 stating that:

(1) The Respondent agreed with the findings and conclusions in tlie draft A1B
Report. He had wrongly relied upon the representations froin the
management of the Group that there was no schedule of deferred repayment
and that the sales proceeds could be settled within one year, and therefore,
discounting all future cash flows was not required for the Transaction; and

(2) The Respondent wrongly followed the previous accounting treatment as he
was not aware of the investigation on the 2013 Financial Statements in that
respect. He admitted tliat more audit work should nave been done.

The incumbent Managing Director of UC did not provide any submissions in
respect of the findings and conclusion of the A1B.

Based on the findings above, Ng and UC have breached:

(1) Paragraph 6 of HKSA 510, and/or paragrapli 15 of HKSA 200, and/or
paragraph 18 of HKSA 540, by failing to obtain sufficient appropriate
evidence on the opening balances, failing to challenge tile appropriateness
of the accounting tieatinent of the Transaction with a sceptical Inind, and
failing to evaluate whether accounting estimates pertaining to the revenue
and trade receivable arising from the Transaction were reasonable ill the
context of the applicable financial reporting frainework; and/or

39.

40

41.

(2) Paragraphs U to 13 of HKSA 700 by failing to perform adequate audit
procedures on the measurement of the revenue and trade receivable arising
from the Transaction and evaluate whether the 2014 Financial Statements

were presented in accordance witli the applicable financial reporting
framework, i. e. HKFRS.

Second Coin laint

42. In light of the audit deficiencies identified in the First Complaint, Ng failed to
conduct the audit of the 2014 Financial Statements witli professional competence
and due care. As a result, he was in breach of section 1005(c) as elaborated in
section 130.1 of the COE.

7
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Third Coin laint

43. The relevant facts conceniing the engagement quality control review are set out
ill section 3 of tlie A1B Report.

44. Paragraph 19 of HKAS 220 requires the engagement director for audits of listed
companies to ensure appointment of an EQCR, discuss significant audit matters
with the EQCR, and date the auditor's report after the completion of the
engagement quality control review.

45. There was no evidence that Ng had fulfilled the above requirements of paragraph
19 of HKAS 220 by appointing an EQCR.

46. The Respondent's legal representatives wrote to FRC in Marcli 2017 stating that
Ng "honestly believed he hod in Ibct appointed 10n EQCR/ to perl"onit the
required task. That said, INg/ should have ascertained Ithe EQCR!SI role and
duties at the outset grid should not simply follow previous practices Qdopted in
the post". The basis for this assertion was Ng's allegation tliat tlie EQCR
engaged for the previous year audit (2013) Irud agreed to continue to act ill that
role for the year 2014, even though no engagement letter 11as ever been signed
and no review work 11ad actually been carried out. There was Ilo documentary
evidence of any review work done.

47. In tlie circumstances, Ng's alleged belief has 110 factual basis. He was ill breach
of paragraph 19 of ERSA 220.

Conclusion

48. Based on the findings above and Ng's admission, tlie Committee finds all tliree
complaints proved as against Ng.

49.

Section E - Sanctions and Costs

The Committee notes that it has awide discretion on the sanctionsit mightimpose
and is not bound by the decisions of a previous committee. Each case is fact
specific.

The Complainant submitted that a reprimand and a financial penalty of not less
than $100,000 would be appropriate in the circumstances of this case. In
particular, the Complainant emphasised that (a) the present case concerns a listed
company and therefore there is an element of public interest involved and (b) Ng
has been subject to two prior disciplinary proceedings in 2016 under which Ile
paid penalties of $20,000 and $50,000 respectively, plus costs

As to costs, the Complainant submitted that Ng should pay the costs and expenses
of and incidental to the proceedings of the institute including the costs and
expenses of the Committee, as it was the Respondent's own conduct that brought
on the disciplinary proceedings under PAO.

50.

51.
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52. Ng did not object to the imposition of a reprimaild or the payment of a financial
penalty and costs but submitted that a penalty of $50,000 would be appropriate in
tile present cases. 111 support of his submissions, Ng highlighted a number of
factors for the Committee's consideration, including:

(1) He has been cooperative throughout and admitted to the complaints at all
early juncture;

(2) He is remorseful;

(3) He does not currently have any listed companies as clients;

(4) No allegation of fraud, dishonest, illegal or jininoral conduct was involved;

(5) No losses were sustained by anyone including the listed company as a result
of the breaches.

in considering the proper order to be made in this case, the Committee 11as had
regard to all the aforesaid matters, including tlie particulars in support of the
Complaint, Ng's personal circumstances, and tile conduct of Ng throughout the
proceedings. The Committee considered, in particular, tlie following facts and
matters specific to this case:

(1) The Company is a listed company and the audit work in the present case
affects the investing public. The public is entitled to expect that practising
accountants discharge their duties and conduct their work to the highest
standards of probity, independence and competence. If public confidence is
shaken, then tlie price to be paid by the profession as a wliole will be very
high.

(2) The absence of actual loss is not a significant mitigating factor, naving
regard to the public interest at stake. The potential loss of investor
confidence in the accuracy of audits of publicly listed companies remains a
serious and grave concern, and the sanction should reflect this.

(3) Ng has frankly admitted his failures, obviating the need for a full nearing,
thereby saving concomitant time and costs. We accept his remorsefulness,
taken together with his early admission of wrongdoing, indicate a desire on
his part to accept his failures and correct his practice.

(4) We consider the lack of listed companies Gunently engaged as clients by
Ng is irrelevant, as there is nothing to prevent Ng from engaging in audits
for publicly listed companies in the future.

(5) Tliis is now the third time Ng has been subject to disciplinary proceedings.
The Complainant highlighted that one of the prior proceedings involved a
law finn, and thereby a public interest coinponent similar to tlie present
proceedings. This public interest component is less clear tlian tlie obvious
public interest present in the case of a listed company. As such, we do atIacli

53
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significant weight to the public interest element involved in the prior
proceedings.

(6) In OUT view, the two recent prior disciplinary proceedings warrant a
deterrent sanction in this case to provide a salutary reminder to Ng not to
reoffend again in the future and that professional incompetence will not be
tolerated by the Institute.

(7)

54.

We are satisfied that the costs and expenses set out in the Statement of Costs
dated 7 June 2018 in the total sum of HK$59,374.20 were reasonably and
necessarily incurred.

Accordingly, the Committee makes the following orders-

(a)

(b)

Ng be reprimanded under Section 35(I)(b) of the PAO;

Ng pays a penalty of HK$100,000 under Section 35(I)(c) of the PAO;

Ng pays the costs and expenses of and incidental to the proceedings of the
Complainantinthe sum ofHK$38,110 under Section 35(I)(iii) of thePAO;
and the costs and expenses of the FRC of HK$21,264.20 under Section
35(I)(d)(ii) of the PAO.

(c)

Dated 1.4 August 20L9

Ms. Chan Lai Yee
Member

Disciplinary Panel A

Cot^I^
Ms. Lain Ding Wari Catrina
Chairman

Disciplinary Panel A

Ms. Chang See Mun Lily
Member

Disciplinary Panel A

Mr. IP Chiu Yin Eddie
Member

Disciplinary Panel B
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