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Applying the Enhanced Conceptual Framework – 3 steps approach

Fundamental Principles (FPs)

Step 1: Identify threats to compliance with the FPs

Step 2: Evaluate the Identified threats

Step 3: Address the threats

Acceptable Level
(revised)

Reasonable and Informed 
Third Party Test (new)

Safeguards (revised)
Conditions, Polices and 
Procedures (new) 

Integrity Objectivity

Professional Competence and Due Care

Confidentiality

Professional Behaviour
3 steps

Identifying 
Threats

Evaluating 

Threats

Addressing 
Threats

• 5 fundamental principles

• 3 steps – threats?



Step 1: Identify threats to compliance with the FPs

SELF-INTEREST SELF-REVIEW

FAMILIARITY

ADVOCACY

INTIMIDATION

Categories of Threats 

Identifying 
Threats

Evaluating 

Threats

Addressing 
Threats



Step 1: Identify threats to compliance with the FPs

For Example
You are Director of Accounting Policy for
an international manufacturing company:

• The CEO has a plan to set up operations in an
emerging market. As Director of Accounting Policy, you
are not sure the plan complies with bribery and
corruption laws.

• A credible new plan for entering a high-margin market
will satisfy the Board of Directors and shareholders.
The CEO has also promised sizable bonuses if the
team can “get the job done, whatever it takes.”

Does the promise of a large bonus make you hesitant to
investigate the emails that were uncovered?
Does it make you less objective?

Do I feel threatened in any way with respect to performing my
job in a diligent, professional or objective way?
Does the CEO’s “whatever it takes” approach pressure you
into feeling that both job and reputation are on the line if
anything slows down or derails entry into the new market?

Source: Taken from “Exploring the IESBA Code” 

<https://www.ifac.org/knowledge-gateway/building-trust-ethics/discussion/exploring-iesba-code>                                      

SELF-INTEREST

INTIMIDATION

Are you at risk of over-stating the legitimacy or value of the
CEO’s position/plan in spite of concerns over the bribery issue
in order to promote the interests of the company?

ADVOCACY



Step 2: Evaluate the Identified threats

Identifying 
Threats

Evaluating 

Threats

Addressing 
Threats

RITP Test

• The level at which a professional accountant (PA) using the
reasonable and informed third party (RITP) test would likely
conclude that the accountant complies with the FPs

Acceptable Level (revised)

• Consideration by the PA about whether the same conclusions
would likely be reached by another party i.e. a RITP

• Such consideration is made from the perspective of a RITP,
who weighs all the relevant facts and circumstances that the
accountant knows, or could reasonably be expected to know,
at the time the conclusions are made

RITP Test (new)

Evaluate whether level of
threat is at an acceptable
level using the RITP Test



Step 2: Evaluate the Identified threats

RITP Test

For Example
Let’s use the RITP test to
evaluate threats identified by the
Director of Accounting Policy.

Promise of large bonuses could make the Director hesitant to investigate the
emails that were uncovered, less objective in evaluating the situation, or
less diligent in understanding appropriate anti-bribery laws.
The self-interest threat to integrity, objectivity, professional competence and
due care, and professional behavior is not at an acceptable level.

The CEO’s “whatever it takes” approach could pressure the Director to just
find the “right” answer and approve the plan because jobs and reputations are
on the line.
The intimidation threat to integrity, objectivity, professional competence and
due care, and professional behavior is not at an acceptable level.

Source: Taken from “Exploring the IESBA Code” 

<https://www.ifac.org/knowledge-gateway/building-trust-ethics/discussion/exploring-iesba-code>                                      

SELF-INTEREST

INTIMIDATION



The PA shall address threats in one of three ways:

• Eliminating the circumstances creating the threats;

• Applying safeguards to reduce the threats to an acceptable level; or

• Declining or ending the specific professional activity.

(New) The PA shall form an overall conclusion about whether threats have been

addressed.

Step 3: Address the threats
i.e. not all threats can be addressed 
by applying safeguards!

• Actions, individually or in combination, that PA takes that effectively reduce
threats to compliance with FPs to an acceptable level

Safeguards (revised)

• Established by profession, legislation, regulation, the firm, or the employing
organization that can enhance a PA acting ethically. Might help in identifying
threats and evaluating the level of threats but not safeguards.

Conditions, Policies and Procedures (new)
Identifying 

Threats

Evaluating 

Threats

Addressing 
Threats



Step 3: Address the threats

For Example
What actions could the Director
of Accounting Policy take to
address the threats that are not
at an acceptable level?

These threats could be eliminated by cancelling the expansion plan or by
ending the professional activity by resigning.

Alternatively, the Director could consider potential safeguards to reduce the
threats such that a RITP would feel that the Director is acting in a manner that
is consistent with the FPs:

1. Suggest to the CEO that the Board should be consulted/involved
2. Consult with external legal counsel or advisors with expertise in the

jurisdiction

Involving one of these parties provides an outside perspective that adds
objectivity, transparency, and oversight to help ensure that decisionmakers will
be more compelled to act objectively and demonstrate professional behavior,
integrity, professional competence and due care.

Source: Taken from “Exploring the IESBA Code” 

<https://www.ifac.org/knowledge-gateway/building-trust-ethics/discussion/exploring-iesba-code>                                      

SELF-INTEREST

INTIMIDATION



When applying the conceptual framework, the PA shall:

• Exercise professional judgement;

• Remain alert for new information and to changes in facts and
circumstances; and

• Use the Reasonable and Informed Third Party Test.

If the PA becomes aware of new information or changes in facts and
circumstances that might impact whether a threat has been
eliminated or reduced to an acceptable level, the accountant shall
re-evaluate and address that threat accordingly.

new 
threats?

level of 
threats?

appropriate 
safeguards?

Applying the Enhanced Conceptual Framework



PART 2 PROFESSIONAL ACCOUNTANTS IN BUSINESS (“PAIBs”)

What we will cover:

Section 200 Applying the Conceptual Framework – PAIBs

Section 220 Preparation and Presentation of Information (Revised)

Section 250 Inducements, Including Gifts and Hospitality

Section 260 Responding to NOCLAR

Section 270 Pressure to Breach the Fundamental Principles (New)



New requirements to exercise professional judgement
when preparing or presenting information, including:

• When activities performed do not require compliance with
a relevant reporting framework; and

• When relying on the work of others.

Prohibition on use of discretion with the intention of
misleading others or inappropriately influence contractual
or regulatory outcomes

Enhanced guidance to address information that is or might
be misleading

Preparation and Presentation of Information (Revised)



Prohibition on allowing pressure (incentive) from

others to result in a breach of the FPs

Prohibition on placing pressure (incentive) on others

that would result in them breaching the FPs

Pressure (Incentive) to Breach the FPs (New)

Pressure (Incentive)

Opportunity  Rationalisation  

FRAUD



• Pressure from superiors to approve or
process expenditures that are not legitimate
business expenses

• Pressure to report misleading financial results
/ non-GAAP measures to meet expectations
of investor, analyst or lender

Preparation and 
Presentation of 

Information

• Pressure from others to offer inducements to
influence inappropriately judgement or
decision-making process

• Incentive to accept a bribe or other
inducement

Inducements, 
Including Gifts and 

Hospitality

• Pressure to structure a transaction to evade
tax

Non-compliance with 
Laws and Regulations

Pressure (Incentive) to Breach the FPs (New)



INDUCEMENTS, 
INCLUDING GIFTS AND HOSPITALITY

PART 2

PROFESSIONAL ACCOUNTANTS IN BUSINESS



An inducement is an object, situation, or action that is used as a
means to influence another individual’s behaviour, but not
necessarily with the intent to improperly influence that
individual’s behaviour.

• Inducement prohibited by Laws and Regulations (e.g. bribery
and corruption)?

• Inducement made with Intent to improperly influence behaviour
(even if trivial & inconsequential)?

A PA shall not offer, accept or encourage others to offer or accept
any inducement that is made with actual or perceived intent to
improperly influence behaviour of the receipient or of another
individual even if such inducement is trivial and inconsequential.

Inducements, Including Gifts and Hospitality



Gifts Hospitality Entertainment

Political or 
charitable 
donations

Employment 
opportunities

Preferential 
treatment

Relevant considerations – actual or perceived Intent?

• Nature, frequency, value and cumulative effect

• Customary or cultural practice

• Limited to an individual recipient or available to a broader group

• Roles and positions of individuals offering or being offered the

inducement

Prevention of Corruption Act ( PCA) (Cap. 241)

• The PCA is the primary anti-corruption law in Singapore. The PCA

empowers the Corrupt Practices Investigation Bureau (CPIB) and

governs and defines corruption and its punishments.

Inducements – Bribery and Corruption?



Bribery and Corruption News

Source: CPIB website <https://www.cpib.gov.sg/press-room/news-articles-related-to-corruption-and-the-cpib> 



Bribery and Corruption News

Source: CPIB website https://www.cpib.gov.sg/press-room/news-articles-related-to-corruption-and-the-cpib

https://www.cpib.gov.sg/press-room/press-releases



RESPONDING TO NON-COMPLIANCE WITH 
LAWS AND REGULATIONS (NOCLAR)  

PART 2

PROFESSIONAL ACCOUNTANTS IN BUSINESS



Outcomes to be 
Achieved by 

NOCLAR 
Pronouncement

Overview

Whistle-
Blower 

Protection

Responsibilities of 
Professional 
Accountants

Practical Issues 
& Solutions

Responding to Non-compliance with Laws 
and Regulations (NOCLAR)
- Effective 1 April 2020



Outcomes to be Achieved by NOCLAR 
Pronouncement



Outcomes to be Achieved by NOCLAR Pronouncement

Enhanced ethical conduct 
- Cannot turn a blind eye 

to potential NOCLAR

Stimulate increased 
reporting of NOCLAR to 

authorities

Mitigate adverse 
consequences for 

stakeholders and public

Enable the profession to 
play a greater role to 

combat NOCLAR

Guardrail of the 
profession’s reputation



Whistle-Blower Protection



Enhancements to Whistle-blowing Framework
SGX Regco proposes to require issuers to include in their annual report a statement 

whether and how the issuer has compiled with the whistle-blowing best practices

Effective 
whistle-blowing 

policy

Independent function 
to investigate

Protection 
from 

reprisals

Disclose 
commitment to 

protect
AC to 

oversee & 
monitor

Confidentiality



What are the available legal protection to whistle-
blowers?

Obtain legal advice

• Companies Act – for auditors
• CDSA
• Prevention of Corruption Act
• Workplace Safety and Health Act
• TSFA
• Competition Act
• Penal Code



Overview of NOCLAR Pronouncement



What is NOCLAR?

NOCLAR?

Acts of 
omission or 
commission

Intentional / 
Unintentional 

Committed by client/employing 
organisation or TCWG, 

management or those under 
the direction of 

client/employing organisation

Cont
rary 
to 

prev
ailin

g 
laws 
or 

regul
ation

s



Examples of laws & regulations

Bribery & 
corruption 

Fraud Money 
laundering 

Terrorist 
financing

Tax evasion Securities 
market & 
trading 

Public health & 
safety 



Why is NOCLAR Pronouncement needed?
A distinguishing mark of the accountancy profession is its acceptance of the responsibility to act in the 

public interest. 

• New duties and responsibilities

- Professional accountants in business (PAIB)

- Professional accountants in public practice

(PAPP)

• Guides how professional accountants should respond

• Addresses issue on breach of confidentiality

- Engagement letter

- Employment contract



Scope of NOCLAR Pronouncement

Clearly 
inconsequential 

matters

Personal 
misconduct

Fundamental to 
entity’s business & 

operations

Direct effect on 
material 

amounts/disclosures 
in the FS

Applicable to PIE & non-PIEs

Public interest 
implications to 
stakeholders 

Non-compliance with 
laws & regulations 



Basic steps of NOCLAR Pronouncement

Obtain an 
understanding of 

the matter 

Addressing the 
matter 

Acting in 
public interest 



Responsibilities of Professional 
Accountants



Who Does NOCLAR Pronouncement Apply To?

Higher public 
expectations due to 

nature of works 

Ability to make 
decisions about 

acquisition, deployment 
and control of entity’s 

resources 

PA in Business

PA in Public Practice 



Responsibilities of Senior PAIBs vs Other PAIBs
Senior PAIBs Other PAIBs

Escalate NOCLAR to immediate superior/next higher level of 
authority/TCWG

Escalate the NOCLAR to the immediate superior/next 
higher level of authority

Understand & comply with all applicable legal or regulatory 
requirements, including requirements to report to an appropriate 
authority

Use established internal whistle-blowing mechanism

Address the matter, deter the matter, reduce the risk of re-occurrence & 
determine if there is need to disclose to the external auditor 

Assess appropriateness of the response of superiors/TCWG & apply
RITP test when determining if further action is needed in the public
interest based on various factors

 Informing the management of the parent entity

 Disclosing to appropriate authority even if not required by law

 Resigning from employment relationship

Documentation is encouraged 

Not a 
substitute 
for taking 

other 
actions



Practical considerations



EP 100 IG 3 
FAQ on Responding to NOCLAR

• Conflicts between laws & regulations & NOCLAR
pronouncement

• ‘Clearly inconsequential’

• Safe-harbours

• Professional clearance tipping-off risk



(1) Laws & regulations vs NOCLAR pronouncement?

PRECONDITION
Observe & comply with all applicable 

laws and regulations

Requirement to report 
the matter to an 

appropriate authority 

Prohibition to alert the 
client prior to making 

any disclosure

If there are conflicts 
between laws & 

requirements in the 
NOCLAR 

Pronouncement, which 
one should I comply 

with? 



Overview of reporting requirements in Singapore
Legislation Offences Authority 

Corruption, Drug Trafficking & Other Serious 
Crimes (Confiscation of Benefits) Act (CDSA) 

Money laundering 
& serious offences 

Singapore Police 
Force

Terrorism (Suppression of Financing) Act (TSFA) Terrorist financing 

Prevention of Corruption Act* Corruption & 
bribery 

Corrupt Practices 
Investigation Bureau

Income Tax Act* Tax evasion Inland Revenue 
Authority of 
Singapore (IRAS)

Environmental Protection & Management Act* Environmental 
protection

National 
Environment Agency

* Serious offences of the Act are specified in the Second Schedule of the CDSA. 
https://sso.agc.gov.sg/Act/CDTOSCCBA1992#Sc2-



Overview of reporting requirements in Singapore 
(cont’d)
Legislation Offences Authority 

Companies Act Fraud Ministry of Finance/ 
Accounting and 
Corporate Regulatory 
Authority

SGX Rulebooks Securities 
market & 
trading 

Singapore Exchange 

Monetary Authority of Singapore (MAS) Act Financial 
products & 
services 

MAS

Securities & Futures Act

Insurance Act 

Note: The list of reporting requirements stated above is not exhaustive. 



Corruption, Drug Trafficking & Other Serious 
Crimes (Confiscation of Benefits) Act (CDSA) 

• Faces the prospect of criminal liability for failing to report suspicious transactions to the
authorities relating to money laundering.

• All suspicious transactions, including attempted transactions, shall be reported
regardless of the amount of the transaction.

• Offence to disclose any information to any person if doing so is likely to prejudice an
investigation or proposed investigation under the CDSA

Section 39 – Duty to report STR

Section 48 – Tipping Off



(2) What is “clearly inconsequential” matters?

RITP Test

Internal

External

1

2 (1) Seek independent legal advice

(2) Write to ISCA Technical Enquiry 
Service

(1) Risk management committee

(2) Internal legal department 

Final decision rests with the professional accountant

Exercise professional 
judgement



IN CLOSING, ANOTHER EXAMPLE…



For Example
You are now an Accountant working for a
Singapore manufacturing company:

What actions could you take?

The Director instructed you to record a fictitious 
transaction to reduce corporate tax payable to IRAS.

You discovered that the Director had taken a $2 million 
loan from the company for his personal expenses. 

You overheard the Director asking auditors to “go easy”
on the audit and provide a “clean” set financial
statements for submission to investors and bankers.

Should the Accountant:

A. Tender his resignation. 

• Can the Accountant stop here?

B. Be a whistle-blower.

• What offences have the Director 
committed?

C. Report NOCLAR.

• Which authorities?

NOCLAR?



What actions could the Accountant
take?

A. Tender his resignation.
• Resignation is not a substitute for

taking other actions!

B. Be a whistle-blower.
• Fraudulent Financial Reporting
• Tax Evasion

C. Report NOCLAR.
• Requirements under Companies Act and

Income Tax Act
• Obtain legal advice

Reporting Channels

Report to the Board and/or Management

File a complaint to ACRA on alleged offences under 
the Companies Act 
<https://www.acra.gov.sg/compliance/enforcement-policy-
statement/filing-a-complaint-on-alleged-offences>

Report Tax Evasion to IRAS
<https://www.iras.gov.sg/IRASHome/Contact-Us/Report-Tax-
Evasion/>

NOCLAR?



Implementation Support
• IESBA Resources

 Basis for Conclusions (Restructured Code): https://www.ethicsboard.org/publications/final-pronouncement-
restructured-code-19

 Basis for Conclusions (Inducements): https://www.ethicsboard.org/publications/final-pronouncement-revisions-code-
pertaining-offering-and-accepting-inducements-3

 Basis for Conclusions (NOCLAR): https://www.ifac.org/publications-resources/basis-conclusions-responding-non-
compliance-laws-and-regulations

 Exploring the IESBA Code: https://www.ifac.org/knowledge-gateway/building-trust-ethics/discussion/exploring-iesba-
code

 Fact Sheet: http://www.ifac.org/publications-resources/responding-non-compliance-laws-and-regulations-fact-sheet

 Staff Questions and Answers: http://www.ifac.org/publications-resources/iesba-staff-questions-and-answers-
responding-non-compliance-laws-regulations

• ISCA Resources  

 ISCA Journal Articles: https://isca.org.sg/member-services/is-chartered-accountant-journal/archives/

 EP 100 Implementation Guidance 3: https://isca.org.sg/media/2823876/ep-100-ig-3-for-uploading.pdf

 ISCA Technical Enquiry Services:https://isca.org.sg/tkc/technical-enquiry-service/



October 2017 ISCA Journal



April 2019 ISCA Journal



Thank You

fb.com/ISCA.Official

http://www.linkedin.com/company/institute-of-
singapore-chartered-accountants-isca-

@ISCA_Official



This Presentation (the Presentation) has been prepared by ISCA for the exclusive use of the recipients to whom it is addressed. 

Each recipient agrees that it will not permit any third party to, copy, reproduce or distribute to others this Presentation, in whole or in part, at any 
time without the prior written consent of ISCA, and that it will keep confidential all information contained herein not already in the public domain.

The Preparers expressly disclaim any and all liability for representations or warranties, expressed or implied, contained in, or for omissions from, 
this Presentation or any other written or oral communication transmitted to any interested party in connection with this Presentation so far as is 
permitted by law. In particular, but without limitation, no representation or warranty is given as to the achievement or reasonableness of, and no 
reliance should be placed on, any projections, estimates, forecasts, analyses or forward looking statements contained in this Presentation which 
involve by their nature a number of risks, uncertainties or assumptions that could cause actual results or events to differ materially from those 
expressed or implied in this Presentation.

In furnishing this Presentation, the Preparers reserve the right to amend or replace this Presentation at any time and undertake no obligation to 
update any of the information contained in the Presentation or to correct any inaccuracies that may become apparent. 

This Presentation shall remain the property of ISCA.

Important disclaimer


