ACCOUNTANTS



KEY LEARNING POINTS



What makes humans unique or
different from the rest of evolution /

creation?

SPECIALIZATION

INTRODUCTION



The ability to adopt an ethical point
of view presupposes typically
human capacities:

— Reflective (higher) self-
consciousness

— Abstract (as opposed to
instrumental) rationality

olic language

ETHICS & HUMANITY



Opinions about ethics

| am an ethical person.

| work for an ethical organisation.

| ive in an ethical country.

ETHICAL ASSERTIONS



Ethics can be defined broadly as a set of moral principles

Each one if us has such a set of values. We may or may not have
considered them explicitly

ETHICS DEFINED



Some jurisdictions may have requirements and guidance that differ from
those contained in this Code — ICPAK code includes insertions of section
30 of the Accountants Act and the Institutes by-laws.

A member body of IFAC or firm shall not apply less stringent standards

than those stated in this Code.
The code establishes ethical requirements for professional accountants.

ICPAK code of ethics for professional accountants is based on the
BA Code of Ethics for Professional Accountants.

sponsibility is not exclusively to satisfy the
' ing in the public interest

INTRODUCTION CONT'D



< A distinguishing mark of the accountancy profession is its

acceptance of the responsibility to act in the public interest.

< Therefore, a professional accountant's responsibility is not
exclusively to satisfy the needs of an individual client or employer.

% In acting in ’rhe pubhc interest, a professional accountant shall
ith this Code of EThICS

INTRODUCTION CONT'D



< This Code contains three parts:

< Part A establishes the fundamental principles of professional
ethics for professional accountants and provides a
conceptual framework for professional accountants.

< Parts B and C describe how the conceptual framework

applies in certain situations. They provide examples of
sofeguords that may be appropriate to address threats to
. vith the fundomen’rol pnnaples Part B applies to
lic practice. Pari C opphes

CODE OF ETHICS



Integrity \
Professional
Behaviour

J { Confidentiality

Objectivity

Competence

[ Professional
and Due Care

FUNDAMENTAL PRINCIPLES
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A conceptual framework requires a professional accountant to
identify, evaluate and address threats to compliance with
fundamental principles, rather than mere comply with a set of
specific rules which may be arbitrary.

~If threats to ethics are noft clearly insignificant, a professional
uld apply safeg ords to ellmlno’re the threats or

IFAC CODE CONCEPTUAL
FRAMEWORK



Self-review
Threat
|| —

Intimidation Self-interest e
Threat Threat

IDENTIFICATION OF POTENTIAL THREATS TO
AUDITORS INDEPENDENCE
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When initiating either a formal or informal conflict resolution process, a professional
accountant should consider the following:

Relevant facts;

Ethical issues involved;

Fundamental principles related to the matter in question;
Established internal procedures; and

Alternative courses of action.

Where a matter involves a conflict with, or within, an organization, a professional
accountant should also consider consulting with those charged with governance of
| on, such as the board of direcfors or the audit committee.

e 3solved, a professional accountant may wish to
onal body or legal advisors.

ETHICAL CONFLICT RESOLUTION



290.6 Independence comprises:

Independence of Mind - The state of mind that permits the expression of a
conclusion without being affected by influences that compromise

professional judgment, thereby allowing an individual to act with integrity
and exercise objectivity and professional skepticism.

Independence in Appearance - The avoidance of facts and circumstances
Ihat are so 51gn1f1cant that a reasonable and informed third party would be
lude, weighing all the spec1flc facts and circumstances, that a

)
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INDEPENDENCE — MIND AND
APPEARANCE



Safeguards Created by the Profession, Legislation, or Regulation
(IFAC Code, 5 100.12)

Education, training, experience requirement for entry
Continuing education/CPD

Professional standards, monitoring, and disciplinary processes

iew by a legally empowered third party of the reports, returns,
ed by a professional accountant.

SAFEGUARDS REDUCING THE RISK OF
CONFLICT OF INTEREST SITUATIONS



Safeguards Within a Client (/FAC Code, 200.15)

Appointment of auditors ratified /approved by other than management

Client has competent staff to make managerial decisions

~ Internal procedures to ensure objective choices in commissioning non-

mmittee, that provides

SAFEGUARDS REDUCING THE RISK OF
CONFLICT OF INTEREST SITUATIONS
(CONTINUED)



Safeguards Within a Professional Accounting Firm’s Own Systems and Procedures (/FAC
Code, 200.12)

Leadership stressing importance of independence, and expectation of

service/action in the public interest

Policies and procedures to implement and monitor control of assurance
engagements

Documented independence policies regarding the identification and evaluation of
threats to independence; applications of safeguards to eliminate or reduce those
0 an acceptable level

manage the reliance on revenue from a

SAFEGUARDS REDUCING THE RISK OF
CONFLICT OF INTEREST SITUATIONS
(CONTINUED)



[FAC Code requires more judgment

The test on what would be unacceptable:

“... what a reasonable and informed third party having knowledge of all
relevant information, including safeguards applied, would reasonably
conclude to be unacceptable”.

address threats, unless “clearly insignificant” (trivial and

MATERIALITY WHEN APPLYING
SAFEGUARDS



Raymond Mok (CPA) is the principal of Mok and Associates, an investment advisory firm.
Raymond has been advising clients to invest in Georgian Investments for the last fifteen years.
The relationship between Raymond and the Fund Manager (Michelle Chee) at Georgian had
always worked well for both of them. Raymond put lots of his “mum and dad” investors looking
for that little bit more from their investment the Michelle’'s way, and Michelle’s rewarded Raymond
with “higher than market” commissions. In fact Raymond and Michelle, old university friends have
shares in two race horses. Raymond has always enjoyed gambling on the horses. He's lost a bit
more than usual lately, mostly on his own horses and currently has debts of $500,000. He has
managed to hide this information from his wife.

For some time now Raymond has tried to ignore his increasing unease about the general
investment climate with the worldwide problems affecting the finance industry. This unease has
become more intense since he has given his approval to so many of his long term clients to
invest all their savings in Georgian Investments. Michelle has always been quick to point out that
they're a very safe investment. She assures him that if Georgian were in trouble, they would
have collapsed by now. Raymond has been a bit casual about verifying this but has no reason
not to believe Michelie. Georgian investments have an aggressive TV and newspaper advenrtising

campaign and an acceptable credit rating (although he knows that this is not an independent
credit rating).

CASE |




Thanks for listening






