
ISCA Ethics Committee Leads Local Action 

uch has been said about 
the importance of ethics 
and ethical conduct in the 
financial sector, of which 
accountancy is a part. 

The increased 
focus on ethics is partly 
the result of the rude 
awakening following 
a series of high profile 
billion-dollar corporate 

failures and corporate rescues by 
governments during the global 
financial crisis. Not surprisingly, 
stakeholders such as politicians, 
regulators and more generally the 
public at large, have questioned 
the supposed responsibilities of 
accountants and auditors, and the 
extent that these failures had been 
contributed by (or could be attributed 
to) accountants and auditors not 
fulfilling the responsibilities expected 
of them. For example, why did the 
accountants not blow the whistle? 
Should there not have been a 
requirement for accountants to do so? 
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Why was there not more guidance 
for accountants to address pressures 
from management? Had the external 
audit firm been on the job too long, 
and lost some of its objectivity and 
professional skepticism?  

PercePtions and 
exPectations Matter
These failures eroded the trust of 
governments and regulators in the 
accountancy profession’s ability to 
properly self-regulate itself on  
ethical matters. As a consequence,  
and fuelled by political priorities, 
there has been recent trends of 
jurisdictions increasing the states’ 
involvement in regulating the 
profession on ethical matters, 
including auditor independence. 

For instance, the European Council  
has, in April 2014, adopted the 
European Union (EU) audit reform 
package, bringing in a list of significant 
changes to the auditing regime for 
public companies in EU-member 
states. These include requirements 
on mandatory audit firm rotation 
and audit tenders, and expanding 
the list of banned non-audit services 
and imposing a fee cap on non-audit 
services to audit clients.

There is a growing recognition 
that the profession has to do more in 
setting high-quality ethical standards 
to demonstrate that it is capable of 
effective self-regulation.  

Ethical standards for the 
accountancy profession are unique. It 
is not just dealing with matters of fact 

– that is, whether or not an accountant 
is actually behaving ethically; it is also 
about addressing public perception and 
expectations. Accountants play many 
public interest roles – for example, 
Chief Financial Officers are seen as 
“finance gatekeepers” while auditors 
are seen as “financial policemen”. In 
these roles, a professional accountant’s 
responsibility is not exclusively to 
satisfy the needs of an individual client 
or employer but also to act in the public 
interest. Because accountants serve 
many of these public interest roles, the 
perception of our stakeholders matter. 
Hence, stakeholders must perceive 
accountants as being ethical, and this 
means meeting the stakeholders’ 
expectations of what ethical standards 
are. So no matter how ethical the 
accountants are, if the stakeholders do 

s
Ethical standards for the 

accountancy profession are 
unique. It is not just dealing 

with matters of fact – that is, 
whether or not an accountant 

is actually behaving ethically; it 
is also about addressing public 
perception and expectations.

not perceive them as such, there will 
be no trust. For example, if the public 
does not perceive an auditor to be 
independent, there will be little trust in 
the auditor’s work, even though he had 
been absolutely objective in carrying 
out the audit.  

The challenge for the profession is 
how to ensure that there is a balanced 
approach. Stakeholders can sometimes 
demand “ideal-world” formulation which 
is not proportionate nor achievable 
in practice. Another challenge is that 
ethical expectations change over time, 
so the profession needs to continually 
adapt and evolve with the changing 
expectations. This has become the 
difficult task of the International Ethics 
Standards Board for Accountants 
(International Ethics Board). 

The International Ethics Board is 
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an independent body tasked to listen 
to ethical concerns and expectations 
of stakeholders globally (such as 
regulators and investors), and to 
develop high-quality international 
ethics standards for professional 
accountants worldwide. These 
standards are codified in the Code of 
Ethics for Professional Accountants 
(International Ethics Code), which 
Singapore’s own code (including 
regulations on auditor independence) 
is based on. 

There have been significant 
activities at the International 
Ethics Board to deal with changing 
stakeholders’ expectations, including 
demands from regulators post-global 
financial crisis. These have resulted 
in a number of recent enhancements 
and developments to the International 

remedial actions as soon as possible 
with TCWG. The auditor needs to 
obtain the concurrence of TCWG that 
the remedial actions are sufficient and 
that the objectivity of the auditor has 
been restored. The International Ethics 
Board believes that transparency, and 
the involvement of TCWG will give 
greater confidence to the public that 
an audit has  been independently done, 
even when there has been a breach of 
independence rules. 

The new rules came into effect 
worldwide in April 2014. Singapore 
has yet to adopt them. The Accounting 
and Corporate Regulatory Authority 
(ACRA) has proposed to include these 
new international standards as a 
regulation in the very near future.  

Whistleblowing: nocLar
During the course of their work, 
professional accountants may 
encounter cases of non-compliance 
with laws or regulations (NOCLAR). 
What should professional 
accountants, including auditors, do 
when faced with such situations? Post-
global financial crisis, governments 
and regulators have raised concerns 
that the ethical code for accountants 
has not done enough in compelling 
accountants to do the right thing by 
whistleblowing internally and even 
externally to the authorities. There 
was also concern that accountants 
can, or at least are perceived to be 
able to, hide behind confidentiality 
duties and not do anything.   

The International Ethics Board is 
currently debating the introduction 
of a controversial proposal to require 
accountants to whistleblow suspected 
NOCLAR cases. The debate also 
touches on whether accountants, 
including auditors, should be made to 
report suspected NOCLAR cases to 
the authorities if management had not 
addressed the matters adequately. 

The article, “Accountants: Held to 
Higher Moral and Ethical Standards”, 
by Lim Ai Leen (this issue, pages 52 
to 55) provides some interesting 
perspectives on the status of the 
debate so far.

Ethics Code. Let’s take a closer look at 
some of these. 

Breaching independence 
rules: More transparency, 
safeguards
The International Ethics Board 
received concerns that when an 
auditor breaches an independence 
rule, the auditor could decide on his 
own whether the matter is significant 
enough to be discussed with those 
charged with governance (TCWG), for 
example, the Audit Committee. The 
auditor could also decide on his own 
whether the remedial actions were 
sufficient and that his objectivity had 
not been compromised.  

As a result, new rules have been 
issued mandating auditors to discuss 
all independence breaches and 



s
It has become a matter of national 

interest that accountants in Singapore 
adopt, and be seen by the international 

community to have, sound practices 
to combat money laundering and 

terrorism financing.
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law-and-order environment, and that 
regulators and our profession tend to 
work collaboratively, we do not face 
major ethical challenges that other 
jurisdictions face. 

Nonetheless, whether we like it or 
not, status quo is no longer an option. 
Our profession and our CA (Singapore) 
qualification risk not being regarded as 
of international standard if we do not 
subscribe to at least the international 
minimum acceptable norms. Further, if 
we want to be accepted by others as an 
accountancy hub, we must keep pace 
with international developments – it 
is not a choice. Many countries around 
the world have already adopted the 
latest International Ethics Code, and 
closer to home, these include Australia, 
China, Hong Kong, Japan, Malaysia, 
New Zealand and South Korea. 

ACRA has proposed the adoption 
of the latest international code as a 
regulation in the very near future. 
However, should we continue to wait 
for others, such as ACRA, to do what 
we should be doing as a professional 
body? A leading professional body 
must have a code of ethics for its 
members that is up-to-date and 
internationally recognised.

It is with this in mind that we have 
set up the ISCA Ethics Committee 
(EC). Established with the mission to 
enhance public trust and confidence 
in the accountancy profession in 
Singapore, the EC aims to:
+  Adapt and adopt the International 

Ethics Code into the ISCA Code of 
Professional Conduct and Ethics 
(ISCA Code);

Pressures and bribery:  
More guidance needed
Accountants are humans too – they 
are susceptible to temptation and 
pressure to do the wrong thing. Many 
stakeholders have asked for more 
guidance to help accountants when 
they face such difficult situations 
as being pressured to do the wrong 
thing, like manipulating accounts. 
The International Ethics Board has 
commenced a project to look into 
introducing more guidance.  

Provision of non-assurance 
services
Providing bookkeeping services 
is, in theory, incompatible with the 
functions of an auditor. Hence, only 
under certain very limited situations 
can an auditor provide “routine or 
mechanical” bookkeeping services 
to an audit client. To avoid ambiguity 
and abuse, the International Ethics 
Board has recently proposed new 
clarification of what “routine or 
mechanical” means, and proposed new 
safeguards to ensure that the audit 
firm does not assume management 
responsibility (for example, make 
management decisions). 

What next for the 
accountancy Profession 
in singaPore?
There is a perception that the 
Singapore accountancy profession is 
detached from many of the significant 
and important developments 
happening globally. Perhaps due  
to Singapore’s strong ethical and 

+  Provide guidance on 
interpretations of the ISCA Code 
and to review and improve the 
ISCA Code;

+  Provide support to help address 
ethical issues faced by professional 
accountants in business, and 

+  Increase awareness and 
acceptance of ethical standards 
and guidance by engaging  
and collaborating with  
key stakeholders.

As can be seen, besides the 
conventional role of setting 
standards and providing guidance on 
interpretations of the ISCA Code, the 
other objectives of the EC underscore 
ISCA’s intention to give the EC a 
broader role of promoting professional 
ethics in the accountancy profession  
in Singapore.  

Although it is still early days, it 
is hoped that the EC will over time 
take an active role in developing local 
guidance and educational resources for 
professional accountants in business 
who may face ethical dilemmas. 
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The EC will also look to identify 
appropriate platforms to drive 
awareness, and facilitate the sharing 
of knowledge and experiences with 
and among professional accountants. 
These platforms include organising 
dialogues, roundtables and working 
groups on ethics. 

The Hong Kong profession, as 
a case in point, has a collaborative 
arrangement with the Independent 
Commission Against Corruption 
(ICAC) and has issued a joint 
booklet to accountants to provide 
guidance relating to bribery. The EC 
aims to work towards appropriate 
collaboration with key stakeholders 
such as the academia and regulators to 
further promote our ethics agenda. 

The EC is empowered to undertake 
any project, as determined by either 

the ISCA Council or the EC itself, which 
is significant and related to ethics. 
One such example is the EC’s special 
project to establish requirements and 
provide guidance to accountants on 
anti-money laundering and prevention 
of terrorism financing.2 It has become 
a matter of national interest that 
accountants in Singapore adopt, and be 
seen by the international community 
to have, sound practices to combat 
money laundering and terrorism 
financing. Many professional bodies 
and governments have already issued 
practice rules that accountants need 
to comply with, such as a know-your-
customer due diligence process. 
Singapore must do so too, and is 
committed to doing so as a member 
country of the Financial Action Task 
Force (FATF). 

Given its important role, the 
EC is made up of a balanced mix of 
practitioners and representatives 
from the legal profession, investor 
community and regulatory bodies.  

Moving With the 
changes, together
Looking at the agenda of the current 
developments internationally, the 
agenda of the EC, and the impending 
adoption of the International Ethics 
Code as a regulation in Singapore, 
professional accountants in Singapore 
can expect significant changes to come.  

The formation of the EC is timely, 
and it stands ready to help the 
Singapore accountancy profession deal 
with the impending changes. 

Ethical codes and guidance can 
only do so much. We must have, 
and continue to inculcate, the right 
values. As aptly put by Nobel Prize 
winner, Russian novelist Aleksandr 
Solzhenitsyn, “Even the most rational 
approach to ethics is defenseless  
if there isn’t the will to do what is  
right.” ISCA

isca ethics coMMittee
With the mission to enhance public trust and confidence in the accountancy profession in Singapore, the 
Ethics Committee aims to:

+  Adapt and adopt the International Ethics Code into the ISCA Code of Professional Conduct and Ethics;

+  Provide guidance on interpretations of the ISCA Code and to review and improve the ISCA Code;

+  Provide support to help address ethical issues faced by professional accountants in business, and 

+  Increase awareness and acceptance of ethical standards and guidance by engaging and collaborating 
with key stakeholders. Kang Wai Geat is Deputy Head, and Ang Soon Lii  

is Manager, Technical Standards Development  
and Advisory, ISCA.


