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Since its founding, the Institute of Cer-
tified Public Accountants of Kenya
(ICPAK) has been at the forefront of the
accounting profession’s advocacy. As
part of this effort, it has consistently
been watchful to guarantee that its
members receive training that is on
par with the best available worldwide.
Of all the requirements that the mem-
bers must adhere to, ethics is without a
doubt the most crucial. To say that
ethics is the heart and soul of the ac-
countancy profession would not be an
exaggeration.

While men may come and go, institu-
tions are perpetual. Professionals are
frequently referred to as social trust-
ees, and because of their significant
social responsibility and professional
expertise, they are institutions in and of
themselves. They do, however, receive
great respect and admiration in soci-
ety as a result. When it comes to the
field of the accounting profession, it
requires highly competent, special-
ized, and technological labor. While
professional accountants take pride in
a number of attributes, the most
prominent is probably ethics, which
instills strict adherence to the ethical
standards set forth for the profession.
We are aware that those who use Cer-
tified Public Accountants (CPA(K)'s),
either directly or indirectly, anticipate
that they will be competent, trust-
worthy, impartial, and a person of
integrity.

Morality and ethics are more desirable
than ever in this day of quick living,

shifting social norms, and international
approaches to everything that affects
the public and governments. Just as
ethics are unquestionably important in
every aspect of life, they are also cru-
cial in the workplace. This is especially
true in the field of accounting, where a
wide range of stakeholders including
clients, banks, the government, work-
ers, investors, the business community,
and the general public—depend on
the services of accountants.

Professional standing was previously
determined by a combination of spe-
cialized knowledge and a feeling of
ethical and public duty. Professionals
today, however, increasingly define
themselves only in terms of their tech-
nical proficiency and their marketable
knowledge and abilities. As a result,
there will always be a contradiction
between professionalism and moral
conduct. Because of the high expecta-
tions placed on us by the different
stakeholders in society who rely on us
for our knowledge and technical profi-
ciency, ICPAK requires its members to
uphold a standard of self-discipline
that goes above and beyond what is
required by laws and regulations.

While men may
come and go,
institutions are
perpetual.
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The accountancy profession is char-
acterized by its responsibility to act in
pursuit of upholding public interest.
The Code of Ethics for Professional Ac-
countants outlines the requirements
and application material to help ac-
countants understand and comply
with the Code. In cases where laws or
regulations prevent compliance, the
Code prevails. Accountants should be
aware of differences in laws and regu-
lations and consult with professional
bodies if necessary. Professional ac-
countants must uphold five funda-
mental principles of ethics: integrity,
objectivity, professional competence
and due care, confidentiality, and pro-
fessional behavior.

The Code requires accountants to be
alert for potential threats to compli-
ance with fundamental principles.
These accountants may be responsi-
ble for financial information prepara-
tion, financial management, and
advice. A professional accountant
must determine the appropriate indi-
viduals within the organization's gov-
ernance structure to communicate
with, considering circumstances and
matter to be communicated. If com-
municating with both management
and governance responsibilities, the
accountant must ensure adequate
information is provided to all involved.

Professional accountants must
comply with fundamental principles
and apply a conceptual framework to
identify, evaluate, and address con-
flicts of interest. Conflicts can arise
when a professional accountant un-
dertakes professional activity for mul-
tiple parties with conflicting interests,
or when the accountant's interests’
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conflict with those of a party for whom
they work. The level of threat created
by conflicts of interest in professional
activities is more likely to be unac-
ceptable when the connection is
direct. To address these threats, ac-

tions like withdrawing from deci-
sion-making processes, restructuring
responsibilities, and obtaining appro-
priate oversight are suggested. Disclo-
sure and consent are necessary, and
guidance from within the organization
or third parties is encouraged.

Accountants must address threats to
compliance. This includes preparing or
presenting information that may
create self-interest or intimidation.
Which may include financial and
non-financial data, such as operating
reports, decision support analyses,
budgets, and financial statements.
Preparing or presenting information
includes recording, maintaining, and
approving it. A professional accoun-
tant must adhere to a relevant report-
ing framework when preparing or pre-
senting information.

A professional accountant must not
mislead an employer about their
expertise or experience level. The prin-
ciple of professional competence and
due care requires accountants to only
undertake significant tasks with suffi-
cient training or experience. A self-in-
terest threat can be created if an ac-
countant has insufficient time, incom-
plete information, insufficient experi-
ence, training, or resources. To address
this, accountants can seek assistance
or training from experts and ensure
adequate time for duties. If a threat
cannot be addressed, they must de-
cline to perform the duties.
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1.1 Background

The Code of Ethics for Professional Ac-
countants outlines the fundamental
principles that a professional accoun-
tant must adhere to. These include
integrity, objectivity, professional com-
petence and due care, confidentiality,
and professional behavior. Integrity
involves being honest and straightfor-
ward in all professional and business
relationships.  Objectivity prevents
bias, conflict of interest, or undue influ-
ence from others from overriding pro-
fessional judgments. Professional
competence ensures that clients or
employers receive competent profes-
sional service based on current devel-
opments in practice, legislation, and
techniques. Confidentiality respects
the confidentiality of information ac-
quired from professional and business
relationships and requires proper au-
thority to disclose it unless there is a
legal or professional right or duty. Pro-
fessional behavior ensures compli-
ance with relevant laws and regula-
tions and avoids actions that discredit
the profession.

The International Federation of Ac-
countants' (IFAC) Code of Ethics for
Professional Accountants has been
approved by standard-setting organi-
zations in more than 100 nations,
enhancing the effectiveness of the
world's capital markets. Other organi-
zations are currently in the process of
integrating with the code.

OVERVIEW OF CODE OF ETHICS
FOR PROFESSIONAL ACCOUNTANTS

1.2 Ethical Principles

A code of ethics for professional ac-
countants often describes the under-
lying ideas and ethical norms that
govern accounting professionals’ be-
havior and obligations. These codes
are frequently produced by profes-
sional accounting organizations such
as the International Federation of Ac-
countants (IFAC) or national account-
ing associations. According to the
International Federation of Accoun-
tants' (2006) code of ethics for profes-
sional accountants, one defining fea-
ture of the accounting profession is its
acknowledgment of the responsibility
to work in the public interest, which is
why public interest is included in the
ICPAK vision.

A professional code of ethics is intend-
ed to ensure that professionals
behave in a socially acceptable and
polite manner toward one another. It
establishes the rules of behavior and
communicates to all members that
universal compliance is anticipated. It
also lays the framework for a preemp-
tive warning if and when members
violate the code. A code of ethics can
be useful not just internally as a pro-
fessional guide, but also publicly as an
expression of a company's ideals and
commitments.

Professional ethics is nearly identical
to professional etiquette, which refers
to an unwritten code of conduct




regarding the interactions among the
members in a business setting. In June
2005, the IESBA (previously the Ethics
Committee) released a revised Code
of Ethics for Professional Accountants.
The updated Code creates a concep-
tual framework for all professional ac-
countants to assure conformity with
the following essential principles of
ethics.

a) Integrity

Integrity is a fundamental principle of
professional ethics for accountants. It
entails being honest, trustworthy, and
adhering to moral and ethical values
in all professional and corporate ac-
tions. Accountants are expected to
maintain the greatest levels of integri-
ty in all contacts with clients, col-
leagues, employers, regulatory agen-
cies, and the general public.

Accountants are professionals who
uphold integrity, confidentiality, and
transparency in their work. They must
provide accurate and reliable infor-
mation, maintain transparency in
financial reporting, and maintain fair-
ness and objectivity in decision-mak-
ing. They must comply with laws and
regulations, maintain confidentiality of
sensitive information, and uphold pro-
fessional reputation. Whilst integrity
may involve whistleblowing, it is
essential for accountants to maintain
public trust and confidence in the pro-
fession. They must remain impartial
and avoid personal biases, conflicts of
interest, and undue influence.

Overall, accountants must uphold
honesty as a moral requirement rather
than just a professional obligation. Ac-
countants who demonstrate integrity
in their acts and decisions contribute
to the accounting profession's de-
pendability and credibility, eventually
serving the best interests of their cus-
tomers, employers, and the public.
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b) Objectivity

Objectivity is a fundamental principle
of professional ethics for accountants.
It requires individuals to approach
their work with impartiality, neutrality,
and fairness, free from any bias or
undue influence. Objectivity is essen-
tial for maintaining the credibility and
reliability of financial reporting and
other professional services provided
by accountants.

Accountants must uphold objectivity
in their professional and business de-
cisions, ensuring impartiality and
independence. They must avoid per-
sonal interests, prejudices, and exter-
nal pressures, ensuring their assess-
ments and recommendations are
based on relevant facts and evidence.
Professional skepticism is essential,
questioning the reliability and validity
of information. Accountants must
avoid bias, treating all stakeholders
fairly, and managing conflicts of inter-
est effectively. Continuous profession-
al development is crucial to maintain
competence and knowledge, ensuring
accountants can exercise objective
judgment effectively in their profes-
sional  activities. This approach
ensures the accuracy and complete-
ness of financial reporting and other
information.

Accountants who adhere to the princi-
ple of objectivity help to ensure the
reliability, credibility, and trustworthi-
ness of financial reporting and other
professional services, eventually serv-
ing the best interests of their custom-
ers, employers, and the pubilic.

c) Professional Competence & Due
care

Accountants’ essential ethical stan-
dards include professional compe-
tence and reasonable care. They
require professionals to retain the
highest degree of experience, ability,
and knowledge in their professional




practice, as well as to carry out their
obligations diligently, thoroughly, and
accurately.

Accountants must  continuously
update their knowledge and skills to
remain competent in their field. They
must adhere to professional stan-
dards, such as GAAP and IFRS, and
maintain a high level of professional-
ism. Accountants must ensure the ac-
curacy, completeness, and reliability
of their work, while also meeting dead-
lines. They must manage risks, identify
and assess them, and maintain pro-
fessional skepticism. Open and trans-
parent communication with clients,
employers, and stakeholders is crucial
for maintaining professional compe-
tence and due care. Accountants
must also maintain professional stan-
dards and ethical codes to maintain
ethical standards in their profession.

Accountants exhibit their dedication to
providing high-quality services, main-
taining the profession’s integrity, and
serving the best interests of their cus-
tomers, employers, and the general
public by adhering to the principles of
professional competence and due
care.

d) Confidentiality

Confidentiality is a fundamental ele-
ment of professional ethics for ac-
countants, requiring them to respect
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and protect the privacy of client infor-
mation and other sensitive material
gathered during professional engage-
ments. Maintaining confidentiality is
critical for preserving trust and confi-
dence in the accountant-client rela-
tionship and ensuring the integrity of
financial information.

Accountants are responsible for main-
taining confidentiality of client infor-
mation, including proprietary data.
This includes secure systems and
physical documents, and includes oral
and written communications. Accoun-
tants must exercise professional judg-
ment in determining the appropriate
level of confidentiality, considering
factors like data sensitivity, potential
impact, and legal obligations. Confi-
dentiality should only be disclosed
with explicit client consent or when
required by law or professional stan-
dards. Accountants must avoid unau-
thorized access, implementing strong
password protections and encryption
methods. Conflicts of interest, such as
personal or financial relationships, can
compromise confidentiality. Confi-
dentiality is a professional responsibil-
ity that extends to the entire account-
ing firm or organization.

Accountants who follow the principle
of confidentiality exhibit their dedica-
tion to retaining their clients’ trust and
confidence, shielding sensitive infor-




mation from unauthorized exposure,
and upholding the integrity of the ac-
counting profession.

e) Professional Behavior

Professional behavior is a key ethical
guideline for accountants that gov-
erns their activities and interactions in
the workplace as well as with clients,
colleagues, regulatory authorities, and
the general public. It includes a variety
of characteristics and standards that
reflect the ideals and expectations of
the accounting profession.

Accountants are expected to adhere
to all applicable laws and professional
standards, including those set by the
International Federation of Accoun-
tants. They must uphold ethical stan-
dards, such as integrity, objectivity,
confidentiality, and professional com-
petence, as outlined in their codes of
conduct. Accountants must treat all
individuals with respect and profes-
sionalism, avoid conflicts of interest,
maintain professional independence,
and act in the best interests of clients
and stakeholders. They should invest
in  professional development to
enhance their knowledge and skills,
and actively promote the profession to
contribute to its positive reputation
and public perception. This includes
participating in professional organiza-
tions, mentoring aspiring accountants,
and advocating for ethical practices
and standardes.

Accountants who exhibit exceptional
professional behavior support the
integrity and credibility of the ac-
counting profession, encourage trust
and confidence in their services, and
contribute to the overall well-being of
their clients, employers, and the gen-
eral public.

f) Independence
Independence is a basic element of
professional ethics for accountants,
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especially in audit and assurance
engagements. It refers to an accoun-
tant's capacity to behave with integri-
ty, objectivity, and impartiality, without
any conflicts of interest or undue influ-
ence that could jeopardize their pro-
fessional judgment or integrity.

Accountants play a crucial role in
maintaining independence in audit
engagements, where they provide an
objective and unbiased assessment of
an entity's financial statements. They
must be free from any relationships or
circumstances that may impair their
ability to act objectively, and maintain
trust and confidence in their work. Ac-
countants must identify and assess
threats to independence, implement
appropriate safeguards, and refrain
from engaging in activities that could
compromise objectivity. They must
also disclose any relationships, finan-
cial interests, or other factors that
could affect their independence to
clients, employers, or regulatory au-
thorities. Accountants must comply
with legal and professional standards
issued by accounting bodies like the
International Ethics Standards Board
for Accountants.

Accountants exhibit their commitment
to operating with integrity, objectivity,
and professionalism by respecting the
principle of independence, which con-
tributes to the dependability and
credibility of financial reporting and
assurance services. These principles
serve as a framework for ethical be-
havior, guiding accountants in their
professional conduct. However, indi-
vidual codes of conduct may differ
slightly based on the jurisdiction or the
professional accounting body that
issues them. Accountants must be
conversant with the unique code of
ethics that governs their practice.
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THREATS FACING PROFFESIONAL
ACCOUNTANTS' ETHICAL CONDUCT

rofessional accountants en-
counter an array of threats
that may affect their capacity
to perform their responsibili-
ties effectively and to uphold
ethical standards, irrespective of
whether they operate in public prac-
tice or in company. These threats can
arise from various places and circum-
stances. To uphold their moral princi-
ples, safeguard their professional in-
tegrity and safeguard the interests of
their clients, employers and the public,
professional accountants need to be
alert in spotting and averting these
dangers. This frequently entails follow-
ing professional standards of behav-
ior, engaging peers, or superiors for
advice, and using sound judgment in
challenging situations. Ethical and
professional standards training and
ongoing education are also critical for
effective threat management.

To maintain the highest levels of pro-

fessionalism and integrity while safe-
guarding the interests of their stake-
holders, employers, and clients, pro-
fessional accountants in both public
practice and business must success-
fully negotiate these concerns. This
frequently calls for a combination of
risk management proficiency, ethical
discernment, and technical proficien-

cy.
To uphold their moral
principles, safequard
their professional
integrity and safeguard
the interests of their
clients, employers and
the pubilic, professional
accountants need to be
alert in spotting and
averting these dangers.




The below are a few typical risks that
professionals in both public practice
and business encounter:

2.1 Ethical threats

It is the conflict of interest that arises
from requests to manipulate financial
data and the pressure to distort finan-
cial outcomes for the purpose of fulfill-
ing performance goals.

- Self-Interest threat — There may be
pressure on accountants to put their
employer's or their own interests
above those of their clients or the
public.

. Self-review threat — Sometimes it
can be challenging for accountants to
critically evaluate their own work,
especially when they have prepared or
examined data that will be used to
make choices later.

- Advocacy threat — Arises when an
accountant or auditor promotes a
client's position to the point that their
objectivity is compromised. This threat
can significantly undermine the credi-
bility of financial statements and the
trust stakeholders place in financial
reporting.

2.2 Financial Threats

- Financial Pressure — Financial incen-
tives, including bonuses or promotions
based on reaching targets, may put
pressure on accountants to act uneth-
ically.

- Financial dependence — Accountants
who rely heavily on clients or employ-
ers for their income or means of sub-
sistence may feel obligated to do as
they've been told.

2.3 Regulatory Threats

They occur due to legal action from
customers or authorities because of
financial statement fraud, omissions,
or mistakes.
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- Compliance Risk — Non-compliance
with regulations and standards estab-
lished by regulatory organizations like
the International Financial Reporting
Standards (IFRS) or the Financial Ac-
counting Standards Board (FASB) by
the professional accountant.

-Legal Risk — It occurs due to exposure
to lawsuits brought about by careless-
ness, mistakes, or fraud in financial
reporting by the professional accoun-
tant.

2.4 Technological Threats

This arises because of the use of sci-
ence and technology by humans that
poses technological danger. When
technology develops more linked and
complex systems, something always
goes wrong in the system, resulting in
technological accidents (technologi-
cal breakdowns).

- Cyber security risk — Occurs due to
threats to the confidentiality and
integrity of financial information pre-
pared by the professional accountant
and they include virus assaults, hack-
ing, and data breaches.

- Automation and Al — Automation and
artificial intelligence are two examples
of how technological advancements
might reduce demand for some ac-
counting services, prompting accoun-
tants to undergo retraining or up skill
to stay competitive.

2.5 Conflict of Interest threat

This occurs because of juggling the
needs of several clients, especially if
they are rivals or have divergent goals
and also having relationships with
clients on a personal level that could
affect professional judgment.




NAVIGATING ETHICAL
DILEMMAS IN ACCOUNTING

3.1 Environmental, Social, and Gover-
nance (ESG) Reporting

(ESG) Reporting has become increas-
ingly important in the realm of corpo-
rate responsibility and sustainable
business practices. Accountants play
a vital role in ensuring the accuracy,
transparency, and reliability of ESG
information disclosed by organiza-
tions.

ESG reporting refers to the practice of
companies disclosing information
about their Environmental, Social, and

Governance (ESG) performance and

practices. It provides stakeholders,
including investors, customers, em-
ployees, and regulators, with insights
into how a company manages its
impact on the environment, its rela-
tionships with society, and its gover-
nance structures. Here's an overview of
what ESG reporting entails and its sig-
nificance in providing stakeholders
with valuable information;

a) Environmental Impact:

ESG reporting includes data and met-
rics related to a company's environ-
mental impact, such as greenhouse
gas emissions, energy consumption,
water usage, waste generation, and
efforts to reduce environmental harm.
This information helps stakeholders
understand how a company is ad-
dressing environmental challenges
and its commitment to sustainability.

b) Social Initiatives:

ESG reporting covers social aspects
like diversity and inclusion, labor prac-
tices, human rights, community
engagement, and contributions to
social causes. It provides transparen-
cy about how a company treats its
employees, engages with local com-
munities, and promotes social respon-
sibility.

c) Corporate Governance Practices:
ESG reporting includes gover-
nance-related information such as




board diversity, executive compensa-
tion, ethics and compliance programs,
risk management practices, and
shareholder engagement. It allows
stakeholders to assess the company's
leadership, accountability, and adher-
ence to ethical standards.

ESG factors significantly impact a
company's performance, fostering
trust and addressing risks. By revealing
information about sustainability prac-
tices, ESG reporting enhances trans-
parency, builds trust, and helps
manage environmental, social, and
governance risks. It also attracts
investors, enhancing access to capital,
and drives innovation in sustainable
products and services.

ESG factors are integrated into busi-
ness strategies, aiming to align sus-
tainability goals with corporate objec-
tives. Risk management processes
consider ESG factors to mitigate envi-
ronmental, social, and governance
issues.  Stakeholder engagement
informs decision-making, prioritizing
actions that create value while ad-
dressing ESG concerns. ESG reporting

AUGUST 2024

frameworks like IFRS SI & S2 guide
companies in reporting ESG informa-
tion effectively.

Overall, ESG reporting plays a crucial
role in enhancing corporate transpar-
ency, accountability, and sustainabili-
ty, thereby contributing to long-term
value creation for companies and their
stakeholders. Itis crucial that informa-
tion reported in sustainability reports is
subjected to the same rigor and accu-
racy by accountants as are traditional
financial reporting information.

3.2 Ethical issues in financial Report-
ing

Ethical behavior in financial reporting
is crucial for building trust, credibility,
and enhancing stakeholder confi-
dence. It builds trust among investors,
creditors, regulators, and the public by
providing accurate, transparent, and
honest financial information. Ethical
financial reporting ensures legal com-
pliance with accounting standards like
Generally Accepted Accounting Princi-
ples (GAAP) and International Finan-
cial Reporting Standards (IFRS), ensur-
ing transparency and disclosure. It



contributes to market stability by
reducing the likelihood of financial
scandals, fraud, and manipulation.

Ethical reporting also enhances a
company's reputation, attracting cus-
tomers, employees, investors, and
business  partners, leading to
long-term sustainable growth. Ethical
reporting practices are essential for
effective risk management and stake-
holder confidence. Companies that
prioritize ethical reporting practices
not only fulfill their moral obligations
but also create value and sustainable
growth opportunities for their stake-
holders.

Ethicalissuesin
financial reporting
encompass d
range of concerns,
including

transparency,
accuracy,

disclosure, and

accountability.

Ethical issues in financial reporting
encompass a range of concerns,
including transparency, accuracy, dis-
closure, and accountability. Transpar-
ency involves providing stakeholders
with clear and comprehensive infor-
mation about the company's financial
performance, risks, and operations.
Accuracy requires ensuring that finan-
cial statements and reports are free
from material misstatements or errors
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that could mislead investors or other
stakeholders. Disclosure entails dis-
closing all relevant financial informa-
tion in accordance with accounting
standards and regulatory require-
ments. Accountability involves holding
individuals and organizations respon-
sible for their financial reporting prac-
tices and decisions. Ethical lapses in
financial reporting can lead to loss of
investor trust, regulatory scrutiny, legal
consequences, and damage to the
company's reputation, highlighting the
critical importance of upholding ethi-
cal standards in financial reporting.

3.3 Ethical Implications of Emerging
Technology

Emerging technologies frequently
have important ethical ramifications
that should be properly thought out. To
address these ethical consequences,
technologists, policymakers, ethicists,
and other stakeholders must collabo-
rate alongside together to produce
best practices, legislation, and guide-
lines that encourage the creation and
use of developing technologies
responsibly. Some of the key consider-
ations include:

a) Privacy - An enormous amount of
personal data has been gathered by
several emerging.  Technologies,
including biometric systems, Internet
of Things (loT), and artificial intelli-
gence (Al). Concerns emerge around
the handling, protection, and storage
of this data in addition to the possibili-
ty of monitoring and violations of peo-
ple's privacy.

b) Bias and Fairness - Biased data is
typically used to train Al and machine
learning systems, which can provide
skewed outcomes like unfair hiring,
lending, or criminal justice choices. A
major ethical concern in these sys-
tems is ensuring fairness and reducing
bias.




c) Autonomy and Control - Robots,
drones, and self-driving automobiles
are just a few examples of technolo-
gies that pose concerns about control
and accountability. When mistakes or
accidents happen, questions about
responsibility and culpability come up.

d) Security and Cyber-security -
There is a greater chance of cyber-at-
tacks and data breaches as technolo-
gy gets more linked. It is an ongoing
struggle to defend against these
attacks and guarantee the security of
vital infrastructure and private data.

3.4 Ethics in Professional Networking
and Social Media

It encompasses a variety of values
and concerns that direct people and
organizations in their online interac-
tions and activities included in the field
of ethics in professional networking
and social media. In today's connect-
ed digital world, upholding honesty,
reliability, and professionalism in pro-
fessional networking and social media
is essential. Professionals may estab-
lish trust, develop solid relationships,
and strengthen their reputation in their
communities and professional net-
works by upholding ethical values. The
above ethical aspects are important
and need to be considered:

a) Honesty and Integrity - Presenting
oneself truthfully and appropriately on
social media sites is an essential com-
ponent of upholding honesty and
integrity. Maintaining credibility and
trustworthiness requires avoiding the
widespread dissemination of decep-
tive data

b) Respect and Civility - It's crucial to
treat people with politeness and
respect when interacting online. This
entails communicating in a profes-
sional manner and abstaining from
harassing, bullying, or discriminating
behavior.
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c) Transparency - transparency in
social media networking involves
being transparent about one’s identity,
affiliations, and goals, while maintain-
ing audience trust by disclosing spon-
sored material, paid endorsements,
and potential conflicts of interest.

3.5 Ethical Leadership and Profes-
sionalism

Professionalism and ethical leadership
are core ideas in a variety of industries,
including business, politics, education,
and more. Setting a good example
and making morally righteous and
principled actions are key compo-
nents of ethical leadership while the
actions, attitudes, and attributes that
people in their specific fields are sup-
posed to demonstrate are all part of
professionalism. Professionalism and
ethical leadership frequently collide
since true professionals act morally in

Setting a good example and making
morally righteous and principled ac-
tions are key components of ethical
leadership




their work and ethical leaders are sup-
posed to exhibit professionalism in
their behavior. Integrity, respect, ac-
countability, and responsibility are all
emphasized in both ideas.

To sum up, fostering excellent environ-
ments, promoting trust and collabora-
tion, and achieving long-term success
in any activity all depend on ethical
leadership and professionalism. Indi-
viduals and leaders who uphold these
values foster a climate of honesty,
excellence, and respect for one anoth-
er. Some of the key aspects are:

a) Accountability - they take respon-
sibility for their actions and perfor-
mance, both for themselves and other
people. This promotes an environment
of accountability and trust inside the
company.

b) Professional Appearance - Keep-
ing up a professional appearance can
enhance one's credibility and reputa-
tion in a variety of areas, while it's not
always necessary.

c) Competence - It is the goal of pro-
fessionals to consistently succeed at a
high level of competence and knowl-
edge. To stay current in their industry,
they regularly upgrade their knowl-
edge and abilities.

their choices and actions, ethical

leaders own up to their mistakes.
When needed, they strive to make |
amends and recognize their faults.

3.6 Ethical Decision Making in Com-
plex Business Environment

In a complicated commercial setting,
making ethical decisions is a complex
process that calls for thorough
assessment of numerous issues.
Making moral choices in a complex
business setting may require balanc-
ing conflicting interests, unclear
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circumstances, and moral conun-
drums. It necessitates a thoughtful
comprehension of ethics, the ability to
think critically, empathy, a dedication
to honesty, and responsible leader-
ship. The above approaches can be
used to make ethical decisions.

a) Understanding Ethical frameworks
- In a complicated business environ-
ment, moral decisions may necessi-
tate striking a balance between com-
peting interests, ambiguous situations,
and moral quandaries. It demands a
careful understanding of ethics, criti-
cal thinking skills, empathy, a commit-
ment to integrity, and responsible
leadership.

b) Consult with others - Consult with
relevant stakeholders, mentors,
coworkers, and ethics advisors to get
their opinions and insights. Discussing
the choice with others might yield im-
portant information and other points
of view.

c) Identify Stakeholders - Appreciate
everyone who will be adversely affect-
ed by the choice, including the local
community, shareholders, suppliers,
employees, and the public as a whole.
Think about their interests and the po-
tential effects of the choice on them.

. 3.7 Ethics in taxation
d) Responsibility - Accountable for
- dilemmas in tax planning and compli-

Ethical accountants face ethical

ance, which require careful consider-
ation and adherence to professional

- standards. Balancing client interests

with legal obligations is a common
ethical dilemma, as accountants must
ensure their tax planning strategies do
not cross the line into tax evasion or
aggressive tax avoidance. They must
provide sound advice that optimizes
tax outcomes while remaining within
the bounds of the law and professional
standards.



Ethical tax professionals must exercise
professional judgment and integrity
when advising clients on tax matters,
including being transparent about
risks associated with certain tax plan-
ning strategies and ensuring clients
understand the potential conse-
quences of their decisions. They
should resist pressure from clients or
employers to engage in unethical or
illegal behavior and prioritize honesty
and integrity in all professional inter-
actions. Disclosure and transparency
are also crucial in tax planning and
compliance, as accountants must
provide clear and accurate informa-
tion to clients about the tax implica-
tions of various courses of action,
including potential risks or uncertain-
ties.

Ethical accountants
must also identify and
manage conflicts of
interest, particularly
when serving
multinational clients or
working with
international partners.

Ethical accountants are responsible
for avoiding aggressive tax avoidance
schemes that exploit legal loopholes
or contravene tax law. They prioritize
upholding the integrity of the tax
system and avoiding strategies that
undermine public confidence or fair-
ness. They approach tax planning and
compliance with professional skepti-
cism and due diligence, evaluating the
legality and ethical implications of
proposed tax strategies. They conduct
thorough research and analysis to
ensure compliance with laws and reg-
ulations.
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Accountants should also be vigilant for
potential tax evasion or fraud and take
appropriate action to address any
concerns. Ethical accountants investin
continuing education and professional
development to stay updated on
changes in tax laws, regulations, and
ethical standards. This helps them
provide informed advice, mitigate
risks, and uphold the highest stan-
dards of professional conduct. By pri-
oritizing ethical conduct and adher-
ence to legal and professional obliga-
tions, accountants can contribute to
the integrity and fairness of the tax
system while serving their clients and
the public.

3.8 Globalization and cross border
ethics

Globalization has significantly impact-
ed the accounting profession, posing
increased complexity and ethical
challenges, particularly in cross-bor-
der transactions. Accountants must be
sensitive to cultural differences and
respect cultural practices that may
influence financial reporting and deci-
sion-making processes. They must
navigate the complex landscape of
laws, regulations, and accounting
standards across different jurisdic-
tions, staying informed about changes
and seeking guidance when neces-
sary.

Ethical accountants must also identify
and manage conflicts of interest, par-
ticularly when serving multinational
clients or working with international
partners. They must disclose potential
conflicts to affected parties and take
appropriate steps to mitigate risks to
independence and objectivity. By
doing so, they can ensure ethical and
responsible business practices in a
globalized environment.

Globalization has significantly impact-
ed the financial sector, necessitating
the need for ethical accountants to




AUGUST 2024

exercise professional skepticism and
due diligence. Ethical accountants
must scrutinize the accuracy and reli-
ability of financial information, con-
ducting thorough investigations to
prevent fraud or misrepresentation.
Transparency is crucial in cross-bor-
der transactions, where stakeholders
may have limited visibility. Ethical ac-
countants prioritize transparency, pro-
viding accurate financial information
and ensuring proper communication
of potential risks. It has also height-
ened awareness of the social and
environmental impacts of business
operations, prompting a focus on ESG
and sustainability reporting.

Ethical accountants advocate for
transparency and accountability in
ESG reporting and promote sustain-
able business practices that align with
stakeholders’ interests.

Continuous education and profes-
sional development are essential for
ethical accountants to stay updated
with emerging trends, technologies,
and regulatory developments. By
enhancing their knowledge and skills,
accountants can navigate the com-
plexities of globalization more effec-
tively and uphold the highest stan-
dards of ethical conduct in their pro-
fessional practice.

3.9 Ethics in forensic accounting &
fraud examination

Forensic accountants and fraud
examiners are responsible for uncov-
ering financial misconduct, preventing
fraud, and serving as expert witnesses

in legal proceedings. Ethical consider-
ations include maintaining indepen-
dence and objectivity, protecting con-
fidentiality, maintaining professional
competency, demonstrating integrity
and honesty, adhering to legal and
ethical standards, providing transpar-
ency and accountability, demonstrat-
ing professional skepticism, and rec-
ognizing their responsibility to stake-
holders.

Individuals must maintain objectivity
and remain impartial, free from con-
flicts of interest that could compro-
mise their findings or testimony. They
must protect the privacy of sensitive
financial information obtained during
investigations, disclosing it only to au-
thorized parties in accordance with
legal and ethical guidelines. Profes-
sionals must continuously update their
expertise and stay abreast of emerg-
ing trends in forensic accounting and
fraud detection.

Transparency and accountability are
essential in forensic accounting and
fraud examination, as practitioners
provide clear and concise reports that
accurately document their findings,
methodologies, and conclusions. Pro-
fessional skepticism and due diligence
are also essential in conducting inves-
tigations and gathering evidence.

By upholding these ethical principles,
forensic accountants and fraud
examiners contribute to the integrity of
the financial system, protect stake-
holders’ interests, and promote trust
and confidence in the profession.
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CONCLUSION

The Institute of Certified Public Accountants of
Kenya (ICPAK) being a member of IFAC and the
regulator of accountancy profession in Kenya
has adopted the IESBA Code of Ethics for Profes-
sional Accountants that is applied globally and
serves as a vital foundation for directing the con-
duct of Certified Public Accountants in Kenya.
Integrity, objectivity, professional competence,
due care, confidentiality, and professional be-
havior are among the values that are empha-
sized.

In the accounting profession, ethical behavior
and decision-making are based on these con-
cepts. Adherence to the code is necessary to
uphold public confidence, guarantee the accu-
racy of financial reporting and support Kenya's
economic expansion. Accountants need to be
aware of any revisions and actively implement
the principles in their professional practice. Such
revisions would be disseminated through the
ICPAK and IESBA websites.

This technical bulletin has been developed by
the Standards and Technical Services Team at
ICPAK as part of thought leadership and advanc-
ing knowledge sharing within core areas of the
accountancy profession. Should you wish to pro-
pose additional areas for consideration and fur-
ther research please reach out to us through:
technicalservices@icpak.com
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