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Frequently Asked Questions 

 
The Capital Market Advisory Committee (“CMAC”) of the Malaysian Institute of Accountants 
(“MIA”) has prepared a list of Frequently Asked Questions (“FAQs”) for members’ reference. 
These FAQs intend to illustrate the principles in the Guidance Notes ‘For Issuers of Pro Forma 
Financial Information’. As stated in the foreword of this Guidance Note, these FAQs are only 
applicable for the preparation and presentation of the pro forma financial information for inclusion 
in the documents for public circulation (“DFPC”). DFPC is defined as documents disseminated to 
general public, for example, prospectus, circular to shareholders and information memorandum. 
 
These FAQs are not meant to be exhaustive and do not constitute an authoritative or official 
pronouncement of the MIA. Reference to the laws and regulations which include the MIA By-Laws 
(On Professional Ethics, Conduct and Practice) (“MIA By-Laws”) should always be made.  
 
Pro Forma Financial Information 
 
Utilisation of proceeds  
 
1) In an Initial Public Offering (“IPO”) situation where proceeds from an IPO are 

intended to be utilised to acquire Property, Plant and Equipment (“PPE”).  
 

(a) The intended acquisition of the PPE has been duly approved by the Board of 
Directors and there is a contractual commitment to purchase the PPE, for 
example, the type and quantity have been determined and a contract has been 
entered with a supplier to acquire the PPE. Can the proposed PPE acquisition 
be reflected in the pro forma statement of financial position? 

 
Yes. The acquisition of the PPE shall be reflected in the pro forma statement of 
financial position as it can be directly attributed to the transaction and it is factually 
supported by a contractual binding arrangement, consistent with the clarification set 
out in paragraphs 4.1.3 and 4.1.4 of the Guidance Note ‘For Issuers of Pro Forma 
Financial Information’. The PPE acquisition is considered to be ‘supported and binding’ 
as: 
▪ the acquisition has been approved by the Board of Directors;  
▪ specifications for the PPE has been determined; 
▪  the supplier for the PPE has been identified; and 
▪ purchase orders have been issued / sales and purchase agreement has been 

signed. 
 

This is also consistent with paragraph 14(b) (i) and (ii) of the International Standard 
on Assurance Engagement 3420 – Assurance Engagements to Report on the 
Compilation of Pro Forma Financial Information Included in a Prospectus (“ISAE 
3420”) which required the pro forma adjustments be directly attributable to the event 
or transaction and factually supportable. 
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(b) The intended acquisition of the PPE has been duly approved by the Board. 
However, the specifications for the PPE acquisition, for example the type, 
quantity and supplier of the PPE, have not been identified and/or finalised. Can 
the proposed PPE acquisition be reflected in the pro forma statement of financial 
position? 

 
No. The proposed PPE acquisition shall not be reflected in the pro forma statement of 
financial position. This is because whilst the proposed acquisition has been approved 
by the Board, the proposed acquisition cannot be factually supported due to the 
following: 
▪ specifications and the suppliers of PPE have not been identified; and 
▪ no purchase orders have been issued or no sales and purchase agreement or 

contractual binding arrangement has been signed between the Company and the 
supplier. 

 
Alternatively, if the issuer would like to illustrate the above-mentioned “proposed 
acquisition of the PPE”, this can be shown under “Other Financial Information” in the 
DFPC with the appropriate disclosure of information, i.e. the transaction is solely 
illustrative in nature and does not purport to show an actual situation. The issuer may 
appoint practitioners to prepare a private report to the Board using International 
Standard on Related Services 4400 - Agreed-Upon Procedures (“AUP”) on the 
illustration incorporating the proposed PPE acquisition. The AUP would typically 
consist of checking the mathematical accuracy of the pro forma financial information 
and agreeing on the accuracy of the pro forma financial information to the relevant 
source documents which would normally comprise the accounting and financial 
records of the issuer. 

 
Utilisation of proceeds – Special Purpose Acquisition Company (“SPAC”) 

 
2) In an Initial Public Offering (“IPO”) for a SPAC where the IPO proceeds are intended 

to be utilised to acquire a Qualifying Asset, say Property, Plant and Equipment 
(“PPE”) which has not been identified upon the submission of the prospectus to the 
securities regulator, can the pro forma statement of financial position incorporate 
the proposed PPE acquisition? 
 
No. The effect of the above-mentioned proposed PPE acquisition should not be included 
in the pro forma statement of financial position given that the proposed PPE has not been 
identified nor has there been any contractual arrangement to acquire the PPE at the point 
of submission of the prospectus to the securities regulator.  Hence, the inclusion of such 
acquisition in the pro forma statement of financial position will not meet the “factually 
supportable” criterion stated in paragraph 4.1.4 of the Guidance Note ‘For Issuers of Pro 
Forma Financial Information’. It is also possible in the absence of a contractual binding 
arrangement, the Board’s intention may change in the future.  
 
 
 
 
 



Appendix 1 
Updated as at 16 April 2020 

 

 

3 
 

This is consistent with paragraph 4.1.4.1 of the Guidance Note ‘For Issuers of Pro Forma 
Financial Information’, which states that “In order to provide assurance as to the reliability 
of pro forma financial information, the pro forma adjustments must be supported by facts. 
The nature of the facts supporting a pro forma adjustment will vary according to the 
circumstances. Nevertheless, the facts are expected to be capable of some reasonable 
degree of objective determination. Support might typically be provided by published 
accounts, other financial information and valuations contained in the documents for public 
circulation (“DFPC”), purchase and sale agreements and other agreements integral to the 
transaction or event covered by the DFPC”. 

 
Alternatively, if the issuer would like to illustrate the above-mentioned “proposed PPE 
acquisition”, this can be shown under “Other Financial Information” with the appropriate 
disclosure of information, i.e. the transaction is solely illustrative in nature and does not 
purport to show an actual situation. The issuer may appoint practitioners to prepare a 
private report using International Standard on Related Services 4400 - Agreed-Upon 
Procedures (“AUP”) to perform work on the proposed adjustments in such illustrations. 

 
Future exercise of warrants  

 
3) Can the pro forma statement of financial position include assumptions for future 

exercise of warrants? 
 
No. The effects arising from the future exercise of warrants cannot be included in the pro 
forma statement of financial position as these transactions are not contractually binding, 
and therefore the final outcome of such transactions is uncertain and cannot be 
ascertained.  Hence, such transactions will not meet the “factually supportable” criterion 
as set out in paragraph 4.1.4 of the Guidance Note ‘For Issuers of Pro Forma Financial 
Information’. The pro forma statement of financial position shall only include adjustments 
that are directly attributable to the transaction concerned and should not relate to future 
events or decisions that cannot be determined with certainty. 

 
If the issuer wishes to illustrate the above-mentioned potential effects of the exercise of 
warrants, such information can be shown in the “Other Financial Information” section. The 
issuer may appoint practitioners to prepare a private report based on the International 
Standard on Related Services 4400 - Agreed-Upon Procedures (“AUP”) on the illustration 
incorporating such future scenarios.  
 
However, if there is a regulatory or legislative requirement issued by the relevant 
authorities which requires the pro forma financial information to adjust for effects which 
are neither factually supportable and/or directly attributable to the proposed transaction, 
the issuer must explicitly state in the basis of preparation contained in the pro forma 
financial information that the effect is required to be shown as a pro forma adjustment in 
accordance to regulatory or legislative requirement.  The statement should make specific 
reference to the regulatory or legislative requirements issued by relevant authorities.  
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Transactions with various possible results 
 
4) Can the pro forma statement of financial position include assumptions for the 

potential minimum or maximum number of ordinary shares to be issued in the 
future? 
 
For a proposed event to be included in the pro forma statement of financial position, the 
event must be “factually supportable” as stated in paragraph 4.1.4 of the Guidance Note 
‘For Issuers of Pro Forma Financial Information’. 
 
In a situation where there is a written undertaking by shareholders or third parties to 
subscribe a minimum or maximum number of shares on a specified date at a 
predetermined price, the effects of the minimum or maximum number of ordinary shares 
to be issued can be included in the pro forma statement of financial position as the 
proposed transactions in future can be ascertained as there is a contractual binding 
obligation provided by shareholders or third parties to subscribe for these shares. Hence, 
the “factually supportable” criterion is met.  
 
However, in the absence of a contractual binding obligation to take up the potential 
minimum or maximum number of ordinary shares, the future effects of these scenarios 
shall not be included in the pro forma statement of financial position as it is not “factually 
supportable”. The future issuance of ordinary shares at this juncture, given the absence 
of a contractually binding obligation to subscribe for these shares, cannot, therefore, be 
ascertained.  
 
Similar treatment shall also be applied in the situation where there is no written 
undertaking or contractually binding obligation whereby the future effects of the potential 
number of ordinary shares to be issued cannot be included in the pro forma statement of 
financial position as such transactions will not meet the “factually supportable” criterion. 
The same principle is also applied for out-of-money instruments, whereby out-of-money 
instruments should not be included as they do not meet the “factually supportable” 
criterion, where there are no specific regulatory or legislative requirements to include such 
effects which are neither factually supportable and/or directly attributable to the proposed 
transaction. 
 
However, where there are specific regulatory or legislative requirements to reflect effects 
which are neither factually supportable and/or directly attributable to the proposed 
transaction, the guidance as set out in Question 3 should be applied.  
 
Alternatively, if the issuer wishes to illustrate the above-mentioned potential effects of the 
minimum or maximum number of ordinary shares to be issued, such information should 
be shown in the “Other Financial Information” section. The issuer may appoint practitioners 
to prepare a private report based on the International Standard on Related Services 4400 
- Agreed-Upon Procedures (“AUP”) on the illustration incorporating the minimum and 
maximum scenarios.  
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Changes to an issuer’s issued and paid-up share capital in an application for Rights Issue  
 

5) An entity proposes for a Rights Issue, where pro forma financial information is 
required (and where reporting accountants are required to report on pro forma 
financial information for inclusion in documents for public circulation), to be 
included in an Abridged Prospectus. Should the pro forma statement of financial 
position include changes to the issuer’s issued and paid-up share capital that had 
already occurred subsequent to the financial year end e.g. bonus issue, share split, 
conversion of debt to equity and etc? 
 
As there is a specific regulatory requirement issued by a relevant authority (as shown in 
the following paragraph), the effects for the above post balance sheet transactions (which 
are not directly attributable to the proposed transaction) can be shown in the pro forma 
statement of financial position. The guidance as set out in Question 3 should be applied. 
In this instance, where applicable, the pro forma financial information must be adjusted as 
set out in Paragraph 5.15 of Chapter 5 Division 5 Abridged Prospectus of the Prospectus 
Guidelines. The statement should make specific reference to the regulatory or legislative 
requirements issued by relevant authorities. 
 
Abridged Prospectus falls under the scope of the Prospectus Guidelines which are 
regulatory requirements issued by a relevant authority. Therefore the pro forma statement 
of financial position shall include changes to the issuer’s issued and paid-up share capital 
that already occurred subsequent to the financial year end only if the anticipated 
transaction has an effect on the capital structure of the issuer which includes shares.  
 
Hence, in applying the guidance set out in Question 3, this anticipated transaction is 
included in the pro forma statement of financial position by virtue of 9.20(a)(i) to (iii)of the 
Prospectus Guidelines – Division 1: Equity, which prescribed such adjustments to be 
included to the pro forma statement of financial position. Consequently, the practitioner 
should ensure that the opinion be extended to cover these regulatory requirements as 
stipulated by the Prospectus Guidelines.  

 

Significant change to the ‘capital structure’ 
 
6) Paragraph 4.1.1.5 of the Guidance Note states that issuer shall take into account 

the requirements in the relevant laws and regulations issued by regulators in 
Malaysia in considering whether an adjustment should be reflected or included in 
the pro forma financial information. 

 
Paragraph 9.20(a) of Chapter 9 Division 1 Equity of the Prospectus Guidelines 
issued by the Securities Commission Malaysia states that ‘a corporation must 
prepare a pro forma statement of financial position where the corporation had – 
 

i. Acquired or disposed a material entity or business; 
ii. Entered into any agreement to acquire or dispose a material entity or 

business; or 
iii. Experienced a significant change to its capital structure, including any 

material distribution.’ 
(a) For the requirement in paragraph 9.20(a)(iii) above, what is considered as 

‘capital structure’? 
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The term ‘capital structure’ is not defined in the Prospectus Guidelines. The term 
‘capital structure’ in paragraph 9.20(a)(iii) above shall include borrowings (both 
short term and long term) and shareholders’ funds. Accordingly, transactions such 
as proposed dividend and change in loans or borrowings which affect the capital 
structure shall be included in the pro forma financial information.  

 
(b) For the requirement in paragraph 9.20(a)(iii) above, what is considered as ‘a 

significant change’? 
 

Paragraph 9.21 of the same chapter defines ‘material’ for the purpose of acquisition 
or disposal as ‘entity or business where the aggregated net assets or the 
aggregated profit before tax of such acquired or disposed of entity or business has 
or would have accounted for 10% or more of the net assets or liabilities, or profit 
before tax, respectively, of the corporation (after adjusting for the effects of the 
group restructuring, where applicable) in respect of the most recent financial year.’  
 
Accordingly, there is a presumption for issuers to apply a similar threshold (i.e. 
10% or more of the net assets or liabilities of the corporation) to determine whether 
a transaction needs to be illustrated in the pro forma financial statements. 
However, depending on the facts and circumstances of the proposed transaction, 
such threshold can be changed if, based on the judgement made by the issuer and 
the relevant regulators, a different threshold is more appropriate.   

 
Drawdown of loan after financial year end 
 
7) An entity obtained a loan facility amounting to RM150 million and has an 

outstanding balance as at statement of financial position date of RM50 million.  
Subsequent to the financial year end, the entity further draws down a loan 
amounting to RM100 million. Should the pro forma statement of financial position 
include the loan drawdown subsequent to the financial year end?  

 
No. The additional loan of RM100 million is not a subsequent event that qualifies as an 
adjusting event under MFRS 110 Events After the Reporting Period.  This is consistent 
with paragraph 4.2.13.1 of the Guidance Note ‘For Issuers of Pro Forma Financial 
Information’ which states that “Other than where a subsequent event qualifies as an 
adjusting event under MFRS 110 Events After the Reporting Period and is reflected in the 
unadjusted financial information of the issuer or an acquisition target, it should not be 
reflected in the pro forma financial information unless it is relevant to the transaction and 
qualifies to be reflected as an adjustment.” 
 
However, paragraph 9.20 of the Prospectus Guidelines states that “a corporation must 
prepare a pro forma statement of financial position where the corporation had– 
i. acquired or disposed a material entity or business; 
ii. entered into any agreement to acquire or dispose a material entity or business; or 
iii. experienced a significant change to its capital structure, including any material 

distribution, 
 
The criteria above must be assessed during the period from the beginning of the most 
recent completed financial year to the latest practicable date.”  
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The term ‘capital structure’ is not defined in the Prospectus Guidelines. The term ‘capital 
structure’ in paragraph 9.20(a)(iii) above shall include borrowings (both short term and 
long term) and shareholders’ funds. In such a circumstance, the pro forma statement of 
financial position shall include the drawdown of loan after financial year end and the 
reporting accountants’ report shall be amended to make reference to the requirement [if 
the drawdown is considered as a significant change to the capital structure.] The principles 
espoused in FAQ 6 above should be similarly applied.  
 
The requirement in paragraph 9.20 of Chapter 9 – Division I: Equity of the Prospectus 
Guidelines is, however, only applicable for prospectus for the issuance of equity such as 
initial public offering transactions. Unless a requirement to include transaction such as the 
drawdown of a loan after the financial year end in a corporate proposal is explicitly required 
by other laws and regulations, where reporting accountants are required to report on pro 
forma financial information for the inclusion in prospectus and/or circular which are 
documents for public circulation (for example, Equity Guidelines: Appendix 2A - Content 
Requirements For A Circular Relating to A Proposal Which Would Result in a Significant 
Change in the Business Direction or Policy of A Listed Corporation,  paragraph 12 - Pro 
Forma Financial Information of the Issuer), the pro forma statement of financial position 
shall not include the drawdown of a loan after financial year end.      

 
Acquisitions or disposals in an application for Rights Issue and warrants 

 
8) Should the pro forma statement of financial position in an Abridged Prospectus 

which is proposing a Rights Issue and warrants include an acquisition or a disposal 
completed by an entity after financial year end and before the submission date? 
 
If the acquisition transaction after the financial year end affects the number of share 
capital, such acquisition shall be included in the pro forma statement of financial position 
in an Abridged Prospectus as the transaction affects the capital structure of the issuer. 
However, if the acquisition does not affect the capital structure of the issuer, it shall not be 
included in the pro forma statement of financial position in an Abridged Prospectus. In this 
instance, where applicable, the pro forma financial information must be adjusted as set 
out in Paragraph 5.15 of Chapter 5 Division 5 Abridged Prospectus of the Prospectus 
Guidelines.  The statement should make specific reference to the regulatory or legislative 
requirements issued by relevant authorities. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



Appendix 1 
Updated as at 16 April 2020 

 

 

8 
 

Restructuring activities 
 

9)  Should the pro forma statement of financial position include adjustments to 
account for costs associated with restructuring activities (e.g. retrenchment 
activities or cost saving initiatives to be undertaken after acquisition of the target) 
that are not the obligations of the target? 
 
No. Such restructuring costs or synergy benefits are normally dependent on the future 
actions of management of the group, after the acquisition is completed. Pro forma 
adjustments should not reflect actions taken by an issuer or expected to be taken after a 
business combination as these adjustments would not meet the directly attributable and 
factually supportable criteria pursuant to paragraphs 4.1.3 and 4.1.4 of the Guidance Note 
‘For Issuers of Pro Forma Financial Information’. Nevertheless, the issuer may indicate 
opportunities for such synergy benefits elsewhere in the prospectus provided that such 
forward looking statements are not misleading. 

 
Dividend declared and paid after year end and prior to submission of prospectus  

 
10)  In a situation where a company with net assets of RM 200,000,000 in the anchor and 

last audited statement of financial position as at 31 March 2X17, declared and paid 
a dividend of RM 40,000,000 on 15 July 2X17 and submitted its prospectus to the 
securities regulator on 31 July 2X17 (after year end and prior to submission of 
prospectus to the securities regulator).  Should the pro forma statement of financial 
position include an adjustment to reflect the dividend paid given that the net assets 
of the company has dropped by RM 40,000,000 at the time of submission of 
prospectus to the securities regulator? 

  
No. The dividend declared and paid after year end is not an adjusting event under 
MFRS110 Events After the Reporting Period. This is consistent with paragraph 4.2.13 of 
the Guidance Note ‘For Issuers of Pro Forma Financial Information’. 
 
However, in limited circumstances as outlined in the guidance as set out in Question 3, 
issuers of pro forma financial information will need to incorporate such transaction in the 
pro forma statement of financial statements when these transactions fall under the scope 
of the Prospectus Guidelines as issued by the Securities Commission Malaysia i.e. 
specific regulatory requirement as issued by a relevant authority. Consequently, as 
stipulated by the Prospectus Guidelines: Division 1 – Equity, Chapter 9, the criteria 
stipulated under paragraph 9.20(i) to (iii) are applicable on the issuer. The Prospectus 
Guidelines require a pro forma statement of financial position to include pro forma changes 
where the issuer had experienced a significant change to its capital structure, including 
material distribution. As such, the pro forma statement of financial position shall include 
an adjustment to reflect the dividend paid and the reporting accountants’ report shall be 
amended to make reference to the requirement [if the dividend paid is considered as a 
significant change to the capital structure].  
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The requirements in paragraphs 9.20(i) to (iii) are, only applicable for transactions falling 
under the scope of the Prospectus Guidelines such as initial public offering transactions. 
Unless a requirement to include such a proposed transaction is explicitly required by 
regulations and laws, where reporting accountants are required to report on pro forma 
financial information for the inclusion in prospectus and/or circular which are documents 
for public circulation (for example, Equity Guidelines: Appendix 2A - Content 
Requirements For A Circular Relating to A Proposal Which Would Result in a Significant 
Change in the Business Direction or Policy of A Listed Corporation,  paragraph 12 - Pro 
Forma Financial Information of the Issuer), the pro forma statement of financial position to 
be shown for other corporate proposals shall not include dividend paid as a pro forma 
adjustment.  

 
Subsequent transaction(s) 
 
11)      (i)  Is adjustment warranted in the preparation of pro forma financial statements 

(both pro forma statement of financial position and statement of 
comprehensive income) for a material transaction entered by the company 
(either completed or proposed) subsequent to the most recent completed 
financial year (or interim financial period, if applicable) to the latest 
practicable date (“LPD”)?  

 
No. An adjustment is not warranted for a material transaction entered by the 
company subsequent to the most recent completed financial year if it is not an 
adjusting event under MFRS 110 Events After the Reporting Period. This is 
consistent with paragraph 4.2.13 of the Guidance Note ‘For Issuers of Pro Forma 
Financial Information’.  
 
However, in limited circumstances as outlined in the guidance set out in Question 
3, issuers of pro forma financial information will need to incorporate such 
transaction in the pro forma statement of financial statements when these 
transactions fall under the scope of the Prospectus Guidelines as issued by the 
Securities Commission Malaysia. Consequently, as stipulated by the Prospectus 
Guidelines: Division 1 – Equity, Chapter 9, the criteria stipulated under paragraph 
9.20(i) to (iii) are applicable on the issuer.  
 
Under 9.20(a)(i) to (iii) of the Prospectus Guidelines: Division 1 – Equity, an issuer 
is required to prepare a pro forma statement of financial position where the issuer 
had: 
(i) acquired or disposed a material entity or business; 
(ii) entered into any agreement to acquire or dispose a material entity or business; 

or 
(iii) experienced a significant change to its capital structure, including material 

distribution, 
 
during the period from the beginning of the most recent completed financial year 
to the latest practicable date. 
 

For the purposes of paragraph 9.20, an acquisition or a disposal of “material” entity 
or business is where the aggregated net assets, or the aggregated profits before 
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tax of such acquired or disposed entity or business has or would have accounted 
for 10% or more of the net assets or liabilities, or profit before tax, respectively, of 
the corporation (after adjusting for the effects of the group restructuring, where 
applicable) in respect of the most recent financial year. In such a circumstance, an 
adjustment is warranted in the pro forma financial statements to reflect the 
completed and/or proposed transactions.  

 
The requirements in paragraphs 9.20(a)(i) to (iii) are, however, only applicable to 
proposed corporate proposals falling under the scope for the Prospectus 
Guidelines such as initial public offering transactions.  Unless a requirement to 
include such a proposed transaction is explicitly required by other existing laws 
and regulations, where reporting accountants are required to report on pro forma 
financial information for the inclusion in prospectus and/or circular which are 
documents for public circulation (for example, Equity Guidelines: Appendix 2A - 
Content Requirements For A Circular Relating to A Proposal Which Would Result 
in a Significant Change in the Business Direction or Policy of A Listed Corporation,  
paragraph 12 - Pro Forma Financial Information of the Issuer), for other corporate 
proposals, the pro forma financial statements shall not include the adjustment 
above. 
 

(ii)  if (i) is required, where an issuer has completed a material acquisition of an 
entity (subsequent to the financial year end but prior to the LPD) which 
adopts a different accounting framework, what should an entity do to ensure 
that the pro forma financial statements give a true and fair view in 
accordance with the relevant reporting standards? 

 
The entity acquired must have its accounting framework changed to that of the 
issuer in accordance with paragraph 16.17(c) of the Prospectus Guidelines issued 
by Securities Commission Malaysia as well as the requirement set out in 
paragraph 11(b)(ii) of ISAE 3420 which states that adjustments to unadjusted 
financial information must be made to ensure that the pro forma financial 
information has been compiled on a basis consistent with the applicable financial 
reporting framework of the reporting entity (the issuer) and its accounting policies 
under that framework.  
 
The approved accounting standards are further defined in the Financial Reporting 
Act 1997 as:  
a) accounting standards which are issued or adopted by the Malaysian 

Accounting Standards Board (“MASB”); and  
b) in relation to foreign companies listed on a stock exchange in Malaysia, 

acceptable internationally recognised accounting standards.  
 

The acceptable internationally recognised accounting standards are accounting 
standards issued by the following bodies: 
1. International Accounting Standards Board 
2. Financial Accounting Standards Board, United States of America 
3. Accounting Standards Board, United Kingdom 
4. Australian Accounting Standards Board, Australia 
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If this cannot be done, the opinion would be modified subsequently to explain the 
scope limitation. 

 
Corporate transactions announced but not implemented 
 
12)   Should the pro forma financial information include adjustments for corporate 

transactions that had been announced but not implemented i.e. announcement of 
intent? 

 
No. The transactions lacked the contractual substance and consequently would not 
constitute a pro forma adjustment under International Standard on Assurance 
Engagements 3420 (“ISAE 3420”) as the contemplated corporate transaction is not 
binding, i.e. cannot be factually supported.  
 
This is also consistent with paragraph 4.1.4 of the Guidance Note ‘For Issuers of Pro 
Forma Financial Information which states as follows:  
 
“In order to provide assurance as to the reliability of pro forma financial information, 
adjustments must be supported by facts. The nature of the facts supporting an adjustment 
will vary according to the circumstances. Nevertheless, facts are expected to be capable 
of some reasonable degree of objective determination. Support might typically be provided 
by published accounts, other financial information and valuations contained in the 
documents for public circulation (“DFPC”), purchase and sale agreements and other 
agreements integral to the transaction covered by the DFPC”. 

 
13) Assume that a pro forma statement of financial position has been issued for the 

first corporate transaction (i.e. approved by shareholders) but such a transaction 
has yet to be completed (corporate transaction is on-going). Subsequent to that, the 
issuer decided to enter into a second corporate transaction. 
 
Should a pro forma financial information for the second transaction be issued 
based on the pro forma financial information of the first corporate transaction? 

 
No. The pro forma financial information of the second corporate transaction should not be 
prepared based on pro forma financial information of the first corporate transaction. 
Instead, the pro forma financial information of the second corporate transaction shall be 
based on unadjusted financial statements, consistent with the principle in paragraph 3.2.1 
of the Guidance Note ‘For Issuers of Pro Forma Financial Information’ which states that 
“An issuer prepares pro forma financial information for inclusion in DFPC in relation to a 
transaction by starting from its unadjusted financial information that is included elsewhere 
in the DFPC or that have been previously published and released to the public.” It was 
further explained in paragraph 3.2.2 of the Guidance Note ‘For Issuers of Pro Forma 
Financial Information’ that “The unadjusted financial information must be based on the 
most recent published financial information. The appropriate source from which the 
unadjusted financial information has been extracted will be the most recent audited 
financial statements or most recent published or announced interim financial report, which 
has been reviewed by the reporting accountant.” 
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However, if the first corporate transaction is:  
(i) directly attributable to the second transaction as it gives effect to the significant 

change of issuer’s capital structure; and  
(ii) is factually supportable and binding as shareholders have granted an approval,  
 
the first corporate transaction can be included as an adjustment in the pro forma financial 
statements of the second corporate transaction.  

 
 
 


