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SAY NO TO 
TEMPTATION
GUIDANCE FOR THE PROFESSIONAL 
ACCOUNTANT IN BUSINESS
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an I authorise this transaction even though the numbers are slightly 
off ?” “Can I accept this gift from my vendor? – It’s only a small token of 
appreciation.” “My client has invited us all to dinner and drinks. Is it alright 
to go?” “I don’t think my professional experience fulfi ls the expectations of 
this job role. Should I still accept the position?”

In the course of work, a professional accountant is exposed to many opportunities 
and infl uences where his ethical conduct could be compromised. As he is responsible 
for the handling of critical fi nancial data, transaction processing and decision-making, 
an accountant’s ethical conduct is one of the key cornerstones to achieving accurate 
reporting to investors and stakeholders.
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To maintain a high level of ethical conduct, it is 
mandated that ICPAS members must adhere to a Code 
of Professional Conduct and Ethics (the Code). Th e Code 
provides a framework to assist members to identify, 
evaluate and respond to threats to compliance with the 
fundamental principles, that is, integrity, objectivity, 
professional competence and due care, confi dentiality 
and professional behaviour. If such threats are assessed 
to be signifi cant, safeguards should be applied to 
eliminate such threats or reduce them to an acceptable 
level, where the consequences can be deemed to be both 
trivial and inconsequential. 

FIVE FUNDAMENTAL PRINCIPLES
In the decision-making process, the accountant has to 
understand fi ve important and fundamental principles 
of professional ethics. If any confl ict to the fundamental 
principles is identifi ed, the process to determine a course 
of action to resolve the confl ict should be initiated.

Th e fi ve principles are:

1 Integrity Being 
straightforward and honest in 
all professional and business 
relationships.

2 Objectivity Not allowing 
bias, confl ict of interest or undue 
infl uence of others to override 
professional business judgements.

3 Professional 
competence and due 
care Maintaining professional knowledge and skill 
at the level required to ensure that a client or employer 
receives competent professional service based on current 
developments in practice, legislation and techniques. 
Acting diligently and in accordance with applicable 
technical and professional standards when providing 
professional services.

4 Confi dentiality Respecting the confi dentiality 
of information acquired as a result of professional and 

business relationships and not disclosing any such 
information to third parties without proper and specifi c 
authority unless there is a legal or professional right or 
duty to disclose. Confi dential information acquired as a 
result of professional and business relationships should 
not be used for the personal advantage of the member or 
third parties.

5 Professional behaviour Complying with 
relevant laws and regulations and avoiding any action that 
discredits the profession.

THE DECISION-MAKING PROCESS
When you are standing at a moral cross junction, how 
do you apply the Code and determine the best course of 
action? More often than not, one makes such decisions 
on the basis of common sense and the individual’s moral 
standards and integrity. 

You may not be aware of this, but subconsciously, 
you have been complying with and 
applying the Code in your day-to-
day work activities. Th e existence 
of the Code is simply to formalise a 
framework and structure to guide 
your decisions, especially in complex 
situations that fall into the “grey” 
areas where more guidance 
is required. 

To draw a simple comparison, 
in recording a sales invoice in the 
company’s accounting system 
and performing checks on the 
transactions to ensure that they 

are accurately recorded, you would have complied with 
the fundamental principles of integrity, objectivity and 
professional competence and due care.

If you fi nd yourself in more complex situations where 
judgement is needed to determine the right course of 
action, what do you do?

Just follow the four simple steps of Identify, 
Evaluate, Respond and Document. Th e following case 
scenario illustrates these four steps more clearly.

“AN ACCOUNTANT’S 
ETHICAL CONDUCT 
IS ONE OF THE KEY 
CORNERSTONES 
TO ACHIEVING 
ACCURATE 
REPORTING TO 
INVESTORS AND 
STAKEHOLDERS.”
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CASE SCENARIO
As the Finance Director who has the authority to control 
the budget and approve the selection of suppliers for 
materials based on recommendations by the Purchasing 
Manager, you have been approached by one of the 
Purchasing Manager’s recommended suppliers, who 
has a wide network of business connections, for a 
business lunch. 

You regard such lunches as common business 

appointments, and you have had similar lunches in 
the same restaurant with other business associates. 
However, you are aware that the supplier is well-known 
in the industry to be generous with luxurious gifts with 
the purpose to incentivise his customers to take up his 
contract. You are also considering that being in his good 
books could enhance your business network which will 
benefi t yourself and the Company at the end of the day. 
What do you do?
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Step 1 – IDENTIFY
(a) Facts 

• As the Finance Director, you have the authority to 

make the fi nal decision on the selected supplier.

• It is considered common business practice in the 

industry to engage the Company’s stakeholders 

and potential stakeholders through business 

lunches to enhance working relationships.

• You are aware that the business lunch would most 

likely lead to the supplier offering gifts to induce 

you to work with his company.

(b) Stakeholders 

• Yourself, the supplier, other suppliers, the Company

(c) Ethical Issues 

• Is attending the business lunch considered ethical 

misconduct, given that you are aware that it might 

likely lead to the supplier offering you incentives?

• By accepting such incentives, are you engaging 

yourself in ethical misconduct? Will you be able to 

make a fair decision based on the level of service 

and quality of goods?

(d) Fundamental Principles 

• Integrity. Are you able to uphold a straightforward 

and honest professional and business relationship 

with all your suppliers? Are you able to engage in 

fair dealing among your other suppliers? Can you 

be truthful in justifying your reason for granting 

your contract to the supplier to your management?

• Objectivity. Will your professional and business 

judgement to grant the contract be compromised 

due to bias or undue infl uence from the supplier’s 

incentives?

(e) Internal Procedures that can Address the Threat to 

the Fundamental Principles 

• There are no internal policies and procedures within 

the Company to provide guidance in this area. 

• Though documentation and supporting 

documents are required to justify the reason to 

engage the selected supplier, as the fi nal decision-

maker, you are able to endorse the supplier and 

provide suffi cient and necessary documentation  

to avoid further queries on the matter.

(f) Alternative Courses of Action 

• You could either attend the lunch appointment or 

not attend the lunch appointment.

• In attending the lunch appointment, you could 

either accept or not accept the incentives offered 

by the supplier.

Step 2 – EVALUATE
(a) Signifi cance of Threats to Compliance 

with Fundamental Principles 

• In assessing signifi cance, one would have to 

take into account the qualitative or quantitative 

impacts on the affected stakeholders. The 

signifi cance of threats will also depend on the 

nature, value and intent behind the offer, and if it is 

intended to encourage unethical behaviour.

• In considering whether to attend the lunch 

appointment, no offers of inducements have 

yet been made, and you are not certain of the 

supplier’s intention for the business lunch. Further, 

it is considered normal business practice to 

engage potential stakeholders over lunch. Thus, 

at this point, no unethical behaviour is advocated 

and the threats to attending the business lunch 

may be clearly insignifi cant.

• If the supplier subsequently offers incentives 

with the purpose to gain a favourable decision, 

accepting the incentives will likely result in 

a signifi cant threat to compliance with the 

fundamental principles identifi ed. 

(b) Adequacy of Appropriate Safeguards, if Signifi cant 

Threats are Identifi ed 

• Based on the internal procedures identifi ed, there 

are no safeguards in place to ensure that the 

identifi ed signifi cant threats can be eliminated or 

reduced to an acceptable level.

(c) Consequences of Each Possible Course of Action

• By not attending the business lunch, you could 

send out a signal to the supplier that you and the 

Company maintain a high level of professional 

business relationships, integrity and engage in 

fair business dealings. However, the supplier may 

also perceive that you are not interested in having 

business dealings with him.

• Threats to attending the business lunch have 

been identifi ed to be clearly insignifi cant. If the 

supplier subsequently offers an incentive and you 

do not accept it, you may still likely be able to 

make a sound and fair decision. If you accept the 

inducements, your ability to make a fair decision 

without the infl uence of the incentives could be 

compromised.
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Step 3 – RESPOND
(a) Determine the Appropriate Course of Action that is 

Consistent with the Fundamental Principles Identifi ed

• By not attending the lunch appointment, you are 

able to ensure that you can make an unbiased and 

objective decision. You will also ensure that you are 

able to engage in fair dealings with all your suppliers.

• By attending the lunch appointment and not 

accepting the inducement, you may still likely be 

able to make a sound and fair decision.

(b) Consider Consulting with Third Parties viz 

(i) Other appropriate persons within the fi rm; 

(ii) Those charged with governance of the 

organisation; and/or

(iii) Relevant professional body or legal advisers 

• If you are unable to resolve the issue, you 

could consider informing and declaring to the 

management/Board of Directors or higher 

authorities (that is, third parties) about the 

incentives and other relevant information before 

accepting and engaging the preferred supplier. 

Should the third parties, having knowledge of all 

relevant information, consider or deem that the 

inducements are insignifi cant and not intended 

to encourage unethical behaviour, then it may be 

concluded that the 

offer is made in the 

normal course of 

business.

(c) Decide and 

Implement the 

Appropriate Course 

of Action

• If the matter 

remains 

unresolved, 

refuse to remain 

associated with 

the matter or 

withdraw from 

the assignment 

or resign from 

the employing 

organisation.

Step 4 – DOCUMENT
Step 4 requires that the substance of the issue and 

details of any discussions held or decisions taken to 

be documented properly. 

Such documentation should preferably be performed 

throughout the process, from the point of initiation to 

the fi nal action taken.

CONCLUSION
Maintaining professional and ethical conduct is a 
continuous process. In abiding by the Code, members 
should understand and apply the underlying concepts 
of the Code. Th e intention is not to create a set of 
prescriptive rules. If a situation does not fall within 
the Code, it does not automatically suggest acceptable 
conduct. Due consideration should still be given to ensure 
that such situations do not compromise the principles 
that underlie the Code. If a certain decision or conduct at 
work is keeping you awake at night, initiate the four-step 
decision-making process and ensure that you are on the 
right track. CPA

For further reading on practical application and guidance on Ethics, 
please visit the ICPAS Ethics Centre eLibrary Case Studies site 
(www.icpasethics.org.sg). 

This article was written by Chia Shini, Assistant Manager, Technical 
Standards Development & Advisory Department, ICPAS.
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