
   

         
    

        
  

   
    

   
  

   
   

          

   

            

     
   
    

     
    

     
     

 

 

               
          
 

  



 

                
         

 

              
           

            
            

 

              
           

            
        

 

              
           

             
 

 

              
           

            
          

       

 

               
           
       

            
         
          

        
          
       

  

           
            



         

          

     
      
           

          
 

 

               

          

                
    

         

          

               
     

          

               
            
    

             
              

           
          

  

              
           

              
       

            
            

               
         



4 
 

FINDINGS OF THE DISCIPLINARY COMMITTEE 
 
First Complaint 
 

23. The First Complaint concerns audit irregularities relating to assets and liabilities held 
for distribution to owners and discontinued operations. 
 

24. On 23 March 2015, the Company announced a proposed distribution in specie of the 
shares in MSL (“Distribution”).  At the end of the 2015 financial year, the MSL 
Group’s assets and liabilities were classified as held for distribution to owners, and its 
income and expenses were presented as discontinued operations. 
 

25. The Distribution was conditional upon, inter alia: (a) the share premium reduction of 
the Company becoming effective; and (b) the completion of the reorganisation, which 
involved change of ownership in licensed corporations and was subject to approval 
by the Securities and Futures Commission.  
 

26. Further, the ordinary resolution for the Distribution would become unconditional if, 
among satisfaction of other conditions, at least 75% of the votes attaching to the 
shares held by independent shareholders (“Distribution Independent Shareholders”) 
voted in favour of the resolution, and the number of votes against such resolution 
represented not more than 10% of the votes. 
 

27. In accordance with paragraph 12A of HKFRS 5, in order to classify MSL Group’s 
assets and liabilities as held for distribution to owners and its income and expenses as 
discontinued operations, there are 2 conditions to be fulfilled: the MSL Group’s assets 
must be available for immediate distribution in their present condition; and the 
Distribution must be highly probable. 
 

28. The conditions precedent to the Distribution, including the share premium reduction 
and the reorganisation were not yet completed on 30 April 2015, the year-end date. 
Further, the approval of the Distribution Independent Shareholders was obtained after 
the financial year-end date. This was not disputed by the Respondents. 
 

29. The Respondents argue that the Distribution was highly probable even though some 
of the condition precedents were not met based on the following: 
 

a. Zenith and Cheng (hereafter also referred to as “Auditors”) relied on 
historical voting records because the proposed Distribution was “considered 
as part of better business development” and were “not unprecedented or 
uneven”; 
 

b. (i) senior management had committed to a plan to sell (confirmed with the 
Auditors after discussing with management); (ii) a buyer had been located 
and the disposal plan had been initiated; (iii) the sale would be completed 
within 12 months without significant changes to the disposal plan; and (iv) 
the probability of shareholders’ approval (it was unlikely that the Company’s 
single largest shareholder would abstain from voting); 
 

c. the Distribution was for sale at a price that was reasonable in relation to the 
fair value and compared to the net assets; and 

 
d. the Distribution became highly probable as at 30 April 2015, which was 

exactly the same view from the Practice Review Team and the incoming 
auditor, Deloitte. 



              
             

            
    

               
          

           
          

             
   

          
           

            
            

          
             

     

              
           

           
               

             
          

            
           

             
              
            

            
             

           
           

               

                 
          

           
       

        

 

         
   

               
              
               

            
           



             
           

     

                
        

              
           

             
  

               
             

             
            

 

              
           
           

  

             
           
             

              
            

                
            

             
             

              
           

             
   

            
            

             
             

            

              
             

           
   

          
           
           

            



              
             

           
          

              
             

           
          

        

            
                 

               
         

          
          

           
            
             

 

              
             

              
           

            
              

            
              

    

             
               

            
           

             
   

        

 

           

               
   

              
             

   



             
                

             
           

             
                 

              
             
              

             
   

         

              
              

              
            

  

            
         

    

           
            

            
            

    

                 
             

            
            

              
              

     

               
      

             
            

          
             

                
            

               
            

 



              
           

              
            

              
          

            
           

             

               
             
               

            
             
            

              

            
           
             
              

       

                
          

            
          

               
            

         
             

          

        

 

          
         

             
           

            
              
             

          
      

             
        



             
              

       

          
            

                
             

   

            
          

         

            
           

          
          

    

          
          
            

             
           

            
           

            
          

            
             

            
             

               
               

              
              

               
            

           

            
            

            
            
             

          
          

           
              

              
           



             
           
 

           
          
              

 

               
           
          

             
           

        

 

              
            

               
            

   

             
      

            
          

           
            

         
      

             
          

             

           
             

           

            
            

     

        






