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Hong Kong Institute of Certified Public Accountants settles
regulatory proceedings involving two certified public
accountants

(HONG KONG, 24 June 2021) The Hong Kong Institute of Certified Public Accountants
has settled regulatory proceedings concerning alleged non-compliance with its
professional standards involving two certified public accountants, namely Mr. Jimmy Siu
who is a practising CPA, and Mr. Yip Kai Yin.

The complaint concerns audit deficiencies identified in a practice review conducted on
Elite Partners CPA Limited. The Practice Review Committee of the Institute raised a
complaint pertaining to the audit of the consolidated financial statements of a Hong Kong
listed entity and its subsidiaries for the year ended 30 June 2017, on which Elite issued
an unmodified opinion. The entity was principally engaged in manufacturing and sales of
chemical products, although some of the production lines had been intermittently
suspended since 2012. Mr. Siu was the engagement director and Mr. Yip was the
engagement quality control reviewer of the audit. Although there is no evidence to suggest
that the deficiencies below resulted in the wrong audit opinion, the Committee found that:

1. The entity’s financial statements included material amounts of construction-in-
progress, and plant and machinery. In assessing impairment of these assets, Mr. Siu
failed to obtain sufficient appropriate audit evidence on certain judgemental areas,
including assessment of the underlying assumptions and data used by the
independent valuer engaged by the entity.

2. Mr. Siu also failed to perform adequate audit procedures in relation to other material
items in the financial statements including bonds payable, government grants
repayable, contingent liabilities in relation to a litigation, exchange reserve, and
deferred income taxes.

3. The auditor’s report disclosed a material uncertainty related to going concern, and
the entity’s financial statements contained disclosures pertaining to this matter.
However, Mr. Siu failed to obtain sufficient appropriate audit evidence to support his
conclusion on the appropriateness of the entity’s use of the going concern basis of
accounting in the preparation of the financial statements.

4. Inresponse to the practice review findings, Elite submitted certain documentation to
the Institute which had not been included as part of the audit file. Elite also claimed
that certain audit procedures had been performed. However, they were not
documented in the audit working papers.
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5. Financial statements disclosure of the principal amount of corporate bonds issued
after the year end could not be reconciled to the audit working papers, demonstrating
Mr. Siu’s lack of sufficient due care and diligence.

Mr. Yip failed to perform an effective engagement quality control review in that he did not
identify any of the irregularities in 1 and 3 above. He also did not perform an effective,
objective evaluation of the significant judgements and conclusions made by the audit team.

As a result of the above:
(a) Mr. Siu failed or neglected to observe, maintain or otherwise apply the following
professional standards:
¢ Hong Kong Standard on Auditing (“HKSA”) 230 Audit Documentation
e HKSA 500 Audit Evidence
e HKSA 570 (Revised) Going Concern

e the fundamental principle of Professional Competence and Due Care in sections
100.5(c), 130.1 and 130.4 of the Code of Ethics for Professional Accountants
(“Code of Ethics”).

(b) Mr. Yip failed or neglected to observe, maintain or otherwise apply HKSA 220 Quality
Control for an Audit of 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.

Settlement agreement
The Council of the Institute has agreed with Mr. Siu and Mr. Yip that:

1. Mr. Siuand Mr. Yip acknowledge the facts of the case and areas of non-compliance
with professional standards;

2.  The Institute will cease regulatory proceedings against Mr. Siu and Mr. Yip;
3. Mr. Siu and Mr. Yip be reprimanded; and

4.  Mr. Siu and Mr. Yip jointly pay a financial penalty to the Institute of HK$300,000 and
make a contribution to the costs of the Institute in the amount of HK$200,000.

The Council considers that dealing with the matter by way of this settlement will achieve
an appropriate resolution without incurring additional expenses and tying up resources in
disciplinary proceedings. Therefore, it has agreed to withdraw the complaint.
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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 over 46,000 members and 16,000 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:

Ms Gemma Ho

Public Relations Manager
Phone: 2287-7002

Email: gemmaho@hkicpa.org.hk



mailto:gemmaho@hkicpa.org.hk

Press Release

HEE

C pA Hong Kong Institute of
Certified Public Accountants
-y _ BEEHMLAE

AT A R A TR B BT i

(&> T —FANASTUE) FEGHEAFEEEG M ER ( T#kd, )
FReEatEisERE (TS ) miidEE R SRR A TR E R o B

MBS K FTTEE GRS AR A S AP TR AEs ik - F
NEEFZZ BT ERYE —HEE LA LEEAFEE - —-tF A AH=1TH
1H VSR S R R AT TRV A T R SR AR BT R - (EHETT - 3% A FIHY
F RS R E AR ER - (HE TS (LB SR A ESR - A
REEZETHEIEES - MEENRZETHEVEEEHEZA - @EER
BREUR MY B R RIREETE R > ARMHEEZZ B R

1. BAFEMBREEAAARET T IR - B RIS KRGS - mtdsHi%ER
FETRERF - REERUE T2 Kl 2 AUS 7e e B & HYERS - BHEZ A EIIE Y
FEILAS{ERTATER A B R 35 -

2. AR ARI B T A E I H AR - EEEBUERHE) - BEREA
ARRREA AR ~ SNERE R S ARERTER > ST EER -

3. BTG THEE T HEN AL ENERNEEEE A SR BRI
AR BIAIE HAEE - 2800 > AL AERA IS e BEREHER - ISR
N EE SR B AR R IR I R A S et AR IS B MR R A4S -

4. FICEREEEFEFEZERE > MAEREK T E TR YEAFERAS - 1B
FLERBEROHTE THER - SRR A &t LIEERT -

5. WBHRENBEFEEERFTHNVABESASHE  BET LIFERBTREEATT - K
W e = REA YRR E K i -

RESARRA R LA 1 K5 3 TEMIEN - AR EITH AV E SR E X - it
IRAA BT B P TEAY BRI R Sham i T A SO BT -

BRI SR

(@) AR BCREREST ~ ERF eI U LT R AER]
e Hong Kong Standard on Auditing ( "HKSA ; ) 230 " Audit Documentation ; ;
e HKSA 500 " Audit Evidence |
e HKSA570 (#%{25T) ' Going Concern | ; K

1



e Code of Ethics for Professional Accountants ( " Code of Ethics | ) NZ&
100.5(c) ~ 130.1 &7 130.4 {5 " Professional Competence and Due Care | 1
FARRA -

(b) FEIEGHEREREST ~ 4EFRreiAHA 7520 HKSA 220 " Quality Control for an
Audit of Financial Statements ; 5z Code of Ethics N%5 100.5(c) &z 130.1 %A
" Professional Competence and Due Care | fYEARH]

[

NEHVE RS R A R IR A R DL T R

1. g R AR AR I AR TRV R E SR B 7R
2. NGRS IEEE A MR B

3. WA RIEJEMNEER K

4. FRJeE RIS AR R A G ST ETR 300,000 T - S Ao & I 4t 200,000
7T‘E o

N A B TR AR R » R R LR S R
PR A T

=
- 50 —

BN EEG AT S
RGN GERE (FERETRIRE]) BOIAVEEMR AR - SEMEEAR
EETESE - A g g &g 46,000 % » 28 A\ %A 16,000 -

NEFIMECEERIIE - IR STRIHYARBE R » FRFEII B RS © Tt BT
A DU R Ry B ER T O RS -

CPA &5 HIE —(EERFERE AT VTR B ERS - NGRS G oo &
IR R Z — » TRl HEBIEPE HE AR -

EAGETRI GBS ER -

fol 204

N FLRRHEE

H4REEEE © 2287-7002

TEFEFE - gemmaho@hkicpa.org.hk



mailto:gemmaho@hkicpa.org.hk

	English
	Chinese



