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Socrates on Ethics

“Regard your good name as the richest jewel you

can possibly be possessed of – for credit is like

fire, when once you have kindled it you may easilyfire, when once you have kindled it you may easily

preserve it, but if you once extinguish it, you will

find it an arduous task to rekindle it again. The

way to gain a good reputation is to endeavor to be

what you desire to appear” (Socrates).
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“Fundamental to a profession is the obligation of its

members to maintain the highest standards of ethical

conduct. A sense of responsibility to society and to

5

Accountability to Public Interest

conduct. A sense of responsibility to society and to

one’s own profession should be acquired very early

in the educational process and can begin with

nurturing of moral and ethical values (AICPA, 1988

cited Ponemon, 1993).

Monday, 

October 20, 

2014



“Accountants and the accountancy profession as

a means of public service; the distinction which

separates a profession from a mere means of

livelihood is that the profession is accountable to

Accountability to Public Interest

livelihood is that the profession is accountable to

standards of the public interest, and beyond the

compensation paid by clients” (Love Vincent J,

2008).
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Hallmarks of the Accountancy Profession

“Accountancy profession is driven principally by two hallmarks
of professionalism – autonomous expertise and the service
ideal.

It is a profession that exercises professional authority
premised on technical knowhow, asserts on exclusive
jurisdiction that is linked to both skill and jurisdiction to
standards of training that convinces the public that its services
are uniquely trustworthy (autonomous expertise).
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These norms dictate not only that the practitioner

does technically competent, high quality work,

but that he adheres to a service ideal – devotion

Hallmarks of the Accountancy Profession

but that he adheres to a service ideal – devotion
to the client’s interests more than personal or
commercial profit should guide decisions when

the two are in conflict” (Omane-Antwi, B; 2013;

ACOA Conference, Accra).
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Taxonomy of Code of Ethics for Professional 

Accountants (The Code)

General Application of 

the code

Professional Accountants in 

public practice

Professional Accountants 

in business

•Integrity

•Objectivity

•Professional 

•Professional Appointment 

•Conflicts of Interest

•Second Opinion

•Fees and Other Types of 

Remuneration

•Potential Conflicts 

•Preparation and 

Reporting of •Professional 

Competent and 

Due Care

•Confidentiality

•Professional 

Behaviour

Remuneration

•Marketing Professional 

Services 

•Gifts and Hospitality

•Custody of Clients Assets

•Objectivity – All Services

• Independence – Other 

Assurance Engagements

Reporting of 

Information

•Acting with 

Sufficient Expertise

•Financial Interests 

•Inducements 

Source: IFAC – International Ethics Standard Board For Accountants (IESBA) 

Handbook 2013 Edition (www.ifac.org) 9



Ways the Profession and Society Encourage Chartered 
Accountants to Conduct themselves at a High Ethical Level 

International 

Accounting/ 

Audit 

Standards

CPD

Professional 

Examination

(Source: Adapted Aren et al, 2003)

THE 

ACCOUNTANCY 

PROFESSION 

PRACTITIONERS

10

Code of 

Professional 

Conduct

Legal 

Liability

Division of 

Practicing 

Firms

Quality 

Control 

Peer 

Review 

Regulators 

e.g. SEC 

FRC etc



Ethical Challenges – The Beginning 

“Every company in the country is fiddling its profits.

Every set of published accounts is based on books

which have been gently cooked or completely

roasted. The figures which are fed twice a year to

the investing public have all been changed in orderthe investing public have all been changed in order

to protect the guilty. It is the biggest con trick since

the Trojan Horse. In fact, this deception is all in

perfectly good taste. It is totally legitimate. It is

creative accounting”
- (Love Vincent J, 2008).
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Rule-based Approach

“Say you have a dog, but you
need to create a duck on the
financial statements.

Monday, October 20, 2014 12

financial statements.

Fortunately, there are specific
accounting rules for what
constitutes a duck: yellow
feet, white covering, and
orange beak.



Rule-based Approach

So you take the dog and paint its 
feet yellow and its fur white and 
you paste an orange plastic beak 

Monday, October 20, 2014
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you paste an orange plastic beak 
on its nose, and then you say to 
your accountants; 



Rule-based Approach

This is a duck! Don’t you agree
that it’s a duck?
And the accountants say, ‘yes’ 
according to the rules, this is a 
duck. 

Monday, October 20, 2014 1414

duck. 

Everybody knows that it’s a dog, 
not a duck, but that doesn’t 
matter because you’ve met the 
rules for calling it a duck!” 
(Source: confession of a former 
employee of Enron cited in 
McLean and Elkind, Report, 
2003)



Creative Accounting Magnified By The 

Enron Debacle 

• Anderson disappearing from the commercial and

professional landscape

• 95,000 Anderson employees worldwide losing their jobs

• Partners in the firm losing, most, if not all, of their• Partners in the firm losing, most, if not all, of their

investment in their firms; and

• Thousands of Anderson and Enron people, who

previously had reputations of integrity and honor, having

those reputations tarnished.
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Creative Accounting Magnified By Corporate 

Business Failures In Nigeria – The Banking 

Crisis

• Banks exploited loopholes in Nigerian accounting

and auditing standards

• Weak capacity of regulatory bodies

• Weak enforcement

• Employed creative accounting to boost balance

sheets

• Cost of the crisis recorded N1.5 – N2 Trillion

(Source: ROSC Report on Nigeria, 2011)
16



Conceptual Model For Professional Accountants Unethical 

Behaviour And Corporate Business Failure In Nigeria – Through 

The Lenses Of Akpotu & Omesi (2013)

External Auditor’s Unethical Behaviour 

• Concealment of Fraud 

• Collusion with Management 

• Certification of Untrue and Unfair Accounts Corporate • Certification of Untrue and Unfair Accounts

• Lack of Professional Skills, Care and 

Diligence 

• Tardiness in Discharging Duties 

Corporate 

Business 

Failures 

Source: Akpotu (Niger Delta University) & Omesi (River State University), 
2013, International Journal of Business and Management Invention) 
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Confirmation of Akpotu & Omesi Model as Reported 

in ROSC, 2011 

• Quality of statutory audits uneven

• Poor standard of Financial Reporting contributed to a

boom and bust in the Financial Sector

• Small and Medium Size Practice Firm Challenges:

�Terms of audit engagement not agreed upon in writing

�Inability to demonstrate knowledge of clients business

�Serious and consistent deficiencies in the external and

quality of audit evidence etc
Monday, October 20, 2014 18



Rule-based Versus Principles-based Approached 

Dilemma!!!

Rule-based approach – The conceptual framework for the

technical preparation of financial statements (FS)

• Pyramid with a foundation based on

�Laws�Laws

�Technical Standards

• The objectives of comparability and consistency of FS and the

relevance and reliability of information are emphasized

• BUT THE IDENTIFICATION OF GUIDING PRINCIPLES OR

VALUES IS NOTABLY ABSENT
19



Principle–Based Approach

• Accounting professionalism requires much more

than compliance with specific rules

Rule-based Versus Principles-based 

Approached Dilemma!!! Cont.’ 

• It encompasses a pattern of conduct – indeed a

pattern of thinking that results in the performance of

all professional activities with:

Monday, October 20, 2014 20



�Competence

�Objectivity and

�Integrity

Rules-based Versus Principles-based 

Approached Dilemma!!! Cont.’ 

• NEED TO FOLLOW ETHICAL INTENT OF LAWS,

STANDARDS, PRONOUNCEMENTS NOT TO

COMPROMISE THOSE STANDARDS TO ‘PLEASE’

CLIENTS.

Monday, October 20, 2014 21



Principle – Base Approach Is Above Ethics 

And It Is Supreme!!

“Ethics is about attitude of mind and the determination

of actions according to a set of usually subjective and

sometimes conflicting values” (Bromell, 2004)

Ethics Reign despite the saying: “AT HIS BEST, MAN

IS THE NOBLEST OF ALL ANIMALS; SEPARATED

FROM LAW AND JUSTICE HE IS THE WORST”

(Aristotle)

Monday, October 20, 2014 22



Ethical Values

Ethical Values hence Value Education provides the foundation on

which a civilized society exists, without the foundation, civilization

collapses. On a personal level, everyone must answer the following

question: What is my highest aspiration? The answer might bequestion: What is my highest aspiration? The answer might be

wealth, fame, knowledge, popularity, or integrity. But if integrity is

secondary to any of the alternatives, it will be sacrificed in situations

in which a choice must be made. Such situations will inevitably occur

in every person’s life (Omane-Antwi, B, 2012; Chartered Institute of

Taxation, Ghana CPD).
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Rule-based Approach

Rule Based 

Monday, October 20, 2014 24

Build Skills Synergy

Principle 
Based 



The Key To Professional Par Excellence (II) –
Doing The Right Thing!!!

Principles-Based 
Standards

Just To Do The Right 
Thing 

Rules-Based 
Standards 

Situational Ethics

Just To Follow The 
Rules 

Just Don’t Get 
Caught 

Ethical Decision Model in Plain English!!! 25



Ethical Codes is the Enabler 

Objectives Intended and 

Positive 

Latent and 

Negative

Educational 
Increase individual moral 

awareness and behaviour

Assure and reinforce pre-

conventionalism, cynicism, 

outer directives 

Six Main Functions of Ethical Code 

Regulatory
Recognise moral conflicts and 

help with resolving them

Hinder necessary/ possible 

learning of conflict handling 

by dialogue

Aspiration
Communicate ideas for 

individuals and collective 

conscience (moral climate)

Window dressing, covering 

up/ concealing a disputable 

practice

(Source: Brinkman and Ions, 2003)
Monday, October 20, 2014 26



Strengthening And Sustaining Ethical Standards

ROSC Panacea For Africa

• Enhance the academic and professional education and training –

emphasis on the accountancy education at the University level and

Continued Professional Development (CPD) using International

Education Standards (IES) issued by International Accountancy

Education Standard Board (IAESB): “Corporate accountants,

regulators, auditors, taxation officers, and other participants in the

financial reporting process should be encouraged to seek and

receive education and training for discharging their professional

responsibilities effectively”

(ROSC 2011, Nigeria) 27



• Disciplinary process and sanctioning requires independence,

Rigor and Timely resolution (ROSC, 2013, South Africa)

• Monetary penalty available under the law should be

increased substantially to act as deterrence (ROSC, 2013,

ROSC Panacea

Monday, October 20, 2014 28

South Africa)

• Names and Auditors who are sanctioned through a

settlement order should be published to serve as a deterrent

and increase the visibility of PAOs (ROSC 2013, South

Africa)



Are  Sanctions the Solution?

Watch this 
professional !!! 

Monday, October 20, 2014 29

Sanctioned 1st and 

2nd Times and He 

did it 3rd Time!!!

Suarez biting a player



ROSC Panacea cont.’ 

• Review Companies Codes:

�Companies Act 1963 (ROSC, 2004, Ghana)

�Companies and Allied Matters Act (CAMA) 1990 (ROSC 2011,

Nigeria)

• Provide Comprehensive Arrangement for Supervision of• Provide Comprehensive Arrangement for Supervision of

Accountancy Profession – National Supervision over the

professional accountancy bodies (ROSC, 2013, South Africa)

• Strengthen Independent Regulatory Body for Auditors (IRBA)

(ROSC, 2013, South Africa)

• Implement Financial Reporting Council (FRC) (ROSC, 2011,

Nigeria)
Monday, October 20, 2014 30



• Upgrade the procedure of licensing practicing auditors

(ROSC, 2004, Ghana)

• Develop and Enhance Framework of Audit Inspection

and Audit Quality Reviews (ROSC, 2013, South Africa;

2011, Nigeria; 2004, Ghana)

ROSC Panacea cont.’ 

2011, Nigeria; 2004, Ghana)

• Ensure Uniformity and Remove Conflicts in Financial

Reporting Related provisions and other laws (ROSC,

2013, South Africa; 2011, Nigeria; 2004, Ghana)
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The way forward for sustaining ethical

standards may be systematic training and

development enhanced on value education perdevelopment enhanced on value education per

international education standards issued by

International Accountancy Education Standard

Board of IFAC

Monday, October 20, 2014 32



The IFAC Ethics Education Framework
Attribute How Why Focus of knowledge

Stage 4: 

Ethical 

behavior

Continuous 

professional ethical 

training

To understand ethical 

behavior in 

organizational and 

situational contexts

Factors affecting ethical 

decision making and ethical 

behavior 

Stage 3: 

Ethical 

Judgment

A separate required 

or optional capstone 

module/course in 

ethics

To integrate knowledge 

of ethics with 

sensitivity to enhance 

ethical judgment

Application of ethical 

theories, social 

responsibilities, code of 

professional conduct and 

other ethical decision 

The Learning 

Continuum: Pre-

and Post 

Qualifying 

Stages

models to ethical dilemmas

Stage 2: 

Ethical 

sensitivity

Integration of ethical 

issues across 

existing subject 

areas 

To sensitise students to 

ethical issues in the 

relevant functional 

disciplines of 

accounting

Common issues and 

dilemmas facing 

accountants in practice e.g. 

tax evasion

Stage 1: 

Ethics 

knowledge

A separate required 

module in ethics 

taught early in the 

programme

To develop ethical 

competence by 

enhancing knowledge 

in ethical concepts and 

theory

Traditional theories of 

ethics, virtues, and moral 

development

Monday, October 

20, 2014
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Check This Model Up! – Total Human Asset 

Development Model To Build Human Capacity (CPD 

Programmes)

THA = IQ + EQ + L1Q+ L2Q + CQ + RQ

Where THA = Total Human Asset Personality

IQ = Intelligence Quotient

EQ = Emotional QuotientEQ = Emotional Quotient

L1Q = Learning Quotient

L2Q= Leisure Quotient

CQ = Cultural Quotient

RQ = Risk Quotient

( Source: Omane–Antwi, B.K, (2011) Strategic Talent Management 

Principle) 34



• The profession to direct its efforts towards shaping

the views of new entrants to the accountancy

profession

Check This Model Up! – Total Human Asset 

Development Model To Build Human Capacity (CPD 

Programmes) cont.’ 

• The profession to make efforts to improve and

uphold its cultural values at all times

• The profession to ensure value education which is

embedded in Ethical Orientation on commitment

and Ethical Sensitivity
Monday, October 20, 2014 35



THE WAY FORWARD: FURTHER VIEW POINTS

Whistle – Blower Protection to Employers and Partners of

Accounting Firms: Evidence indicates that “tips” (Provided by

Company Employees, Customers, Suppliers etc) is the

simple most effective technique in detecting all types of fraud

(e.g. fraudulent financial reporting and misappropriation of

various types of assets) than through other methods, such

as engaging internal auditors, and implementing tighter

internal control (N/B The SOX Act provides ‘whistle blower

protection).
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THE WAY FORWARD: FURTHER VIEW POINTS 

cont.’ 

• Monitoring of Auditors’ compliance with Ethical and Professional

Standards.

• Make Ethical Standards the Subject of Legislation.

• Subject Audit Findings to Peer Review

• Mitigate the familiarity problem by Rotating Audit Appointment

• An Independent Body to Administer Appointment, Removal and

Remuneration of the Auditor.

• Academia to provide the necessary academic leadership by way of

research to support the drive towards achievement of auditor

independence.
37



THE WAY FORWARD: FURTHER VIEW POINTS 

STREET EXPERIENCE 

Business owners now expect more from their

accountants than ever. To be able to close their

expectation gap, accountants must be street smart.

Street smartness requires you to have highly

developed business acumen.

Business acumen is keenness and quickness in

understanding and dealing with a business situation

in a manner that is likely to lead to a good outcome.

Monday, October 20, 2014 38



Recommendation Of Akadakpo; Izedonmi (2013) 

( University Of Benin, Nigeria) Re Research Work On:

Ethical Practices of the Professional Accountant in

Nigeria; Research Journal of Finance and

Accounting.

• Generally, the level of awareness of the ethical• Generally, the level of awareness of the ethical

standards need to be steeped up

• A campaign by ICAN in this direction is desirable

• ICAN needs to closely monitor members adherence

to good ethical standards

Monday, October 20, 2014 39



• ICAN should encourage the users of accounting

services on regular basis to report deserving cases

to its secretariat and inform such users of actions

taken progressively

• Disciplinary actions taken on erring members need

Recommendation Of Akadakpo; Izedonmi (2013) 

Cont.’ 

• Disciplinary actions taken on erring members need

to be matched with ethical offences

• The quantum of fines for offences committed needs

to be re-evaluated

40



Effective Quality Assurance in the Practice 

Environment is Key to Strong Ethical Standards –

Credit: PWC, Deloitte, PKF

• Audit manual – Vehicle for defining and using audit

procedures

• Formal audit strategy for each audit• Formal audit strategy for each audit

• Human Resource Management practices – formal

training programmes, and do not leave staff to ‘sink

or swim’.

• Build capacity by developing Quality Audit Staff
41



Develop Quality Audit Staff

Credit: PWC, Deloitte, PKF

• Quality Is Achieved Through Training Good People:

� Be the best – good firm image will attract good

people

� Equip for success – make cutting edge� Equip for success – make cutting edge

technology available to staff

� Remember the Individual – balance work-life

demands by being flexible and encouraging each

person to grow as an individual.

Monday, October 20, 2014
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�Advance the people – encourage movement

outside

�Pursue diversity – broaden the scope of

recruiting efforts for a wider pool of talent

Develop Quality Audit Staff cont.’ 

recruiting efforts for a wider pool of talent

�Assess individual values – the right personality

and values that match the firm

�Recognize Success – reward and recognition 

systems and positive exit interviews.
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�Develop the Talent.

�Talk it up – keep communication lines open say 

at weekly/monthly staff meetings.

Develop Quality Audit Staff cont.’ 

at weekly/monthly staff meetings.

�Rewrite the book – the practice manual.

Monday, October 20, 2014 44



Six Steps To Highly Effective Ethics Audit – Applicable 

to Both Public Practice & Business, Credit: PWC, 

Deloitte & PKF

• Provide Detailed Foundation: The more descriptive

and specific ethics-related policies and procedures

are, the easier to evaluate behavior against ethics

code.

• Develop Metrics: Tangible ethics measures – adding

ethics goals to annual performance reviews and where

possible, tying compensation to ethical behavior.
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• Create a Cross-functional Team: Include HR Professional, Ethics

and Compliance Manager, Internal Auditor and Legal Manager.

• Audit Efficiently: Create a plan and discuss the plan with staff

involved in the audit.

• Look for Other Issues – Risk review: e.g. revenue – recognition

Six Steps To Highly Effective Ethics Audit cont.’ 

• Look for Other Issues – Risk review: e.g. revenue – recognition

implications etc.

• Respond Consistently and Communicate:

- Discipline ethics violation and

- Use ethics issues as grist for “lessons learned”.
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Top Ten Key Themes Emerging on Ethical 

Business Conduct – Credit: PWC

1. Prevention is better than cure: companies must

measure their integrity risk and get their own house in

order – do not wait until it is too late

2. It’s a journey, not a simple step: embedding integrity

and ethics takes time, effort and long-term commitment

3. Tone and authenticity from the top are key

4. Beware of the ‘muddle in the middle’
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5. Make the organisation’s purpose and values explicit –

and use these to create and calibrate a moral ‘compass’

applicable everywhere in the world

6. Keep messages simple and emphasize values over

Top Ten Key Themes Emerging on Ethical 

Business Conduct – Credit: PWC cont.’ 

6. Keep messages simple and emphasize values over

rules

7. Target the critical decision-making moments that matter

– and measure the results

8. Base regulatory compliance on ethics – not the other

way round
Monday, October 20, 2014 48



9. If the worst happens – investigate, self-report to

the authorities, and ‘co-operate, co-operate, co-

operate’

Top Ten Key Themes Emerging on Ethical 

Business Conduct – Credit: PWC cont.’ 

10. Much of this comes down to trust – both internal

and external.

(Source: PWC (2014) Ethical Business Conduct: The Holy Grail?)
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Sustaining Ethical Standards in Practice –

Credit: PWC; Deloitte; KPMG; PKF

• Appointment of:

� Engagement Partner

�Ethics Partner

• Creation of Ethics Seminar Room

• Declaration of One (1) Week as Ethics Week

�Training

�Quizzes

�Case Studies

�Symposium
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• Winner of competition declared as Ethics Champion

and his/her picture displayed for one year

• Pop up on your computer with one line Ethics

Statement especially during Ethics Week

Sustaining Ethical Standards in Practice –

Credit: PWC; Deloitte; KPMG; PKF cont.’ 

Statement especially during Ethics Week

• Ethics and Business Conduct Team to handle ethical

issues

• Ethics Hotline
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• Office banners/posters with bullet words or phrases on

Ethics displayed in the office premises

• Boards of Enterprises (Audit Clients) encouraged to put

ethics on the board agenda

Sustaining Ethical Standards in Practice –

Credit: PWC; Deloitte; KPMG; PKF cont.’ 

ethics on the board agenda

• Stringent due diligence on new clients: checks on

Shareholders/Directors; clients for money laundering

• Review of the code of conduct of the
Board/Management
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Practical Approaches to Solving Ethical Dilemma 

Challenges Credit: PWC, Deloitte, KPMG, PKF 

Summary of ethics questions to consider

1. Is it against (firm) or professional standards?

2. Does it feel right?2. Does it feel right?

3. Is it legal?

4. Will it reflect negatively on you or (firm)?

5. Who else could be affected by this (others in 

firms, clients, you, etc.)?
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6. Would you be embarrassed if others knew you took 

this course of action?

7. Is there an alternative action that does not pose an 

Practical Approaches to Solving Ethical 

Dilemma Challenges  cont.’ 

ethical conflict? 

8. How would it look in the newspapers?

9. What would a reasonable person think?

10. Can you sleep at night?
Monday, October 20, 2014 54



“Keep six (6) honest serving men – they taught me

all I knew - Their names are WHAT and WHY and

WHEN and HOW and WHERE and WHO” The

Elephant Child Poem (1992) New York.

Food For Thought 

Elephant Child Poem (1992) New York.

ALWAYS, THE CHARTERED ACCOUNTANT

MUST CONTINUE TO LEARN AND ALWAYS ASK

ALL THE QUESTIONS: WHAT; WHY; WHEN;

HOW; WHERE AND WHO!!!
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“The reputation of a thousand years

may be determined by the conduct of

Conclusion 

may be determined by the conduct of

one honor”. The actions of just one

person have even changed the

course of a nation.
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Edward Everett Hale wrote:

I am only me.

But still I am one.

I cannot do everything,

Conclusion 

But still I can do something,

And because I cannot do 

everything,

I will not refuse to do the 

something that I can do.
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Ethical Checklist Barometer  
Circle the appropriate answer on the 

scale; “1”= not at all; “5” = totally yes

1.
Relevant Information Test: Have I/we obtained as much information as possible to make an

informed decision and action plan for this situation?

1 2 3 4 5

2.
Involvement Test: Have I/we involved all who have a right to have input and/or to be

involved in making this decision and action plan?

1 2 3 4 5

3.
Consequential Test: Have I/we anticipated and attempted to accommodate for the

consequences of this decision and action plan on any who are significantly effected by it?

1 2 3 4 5

4.

Fairness Test: If I/we were assigned to take the place of any one of the stakeholders in this

situation, would I/we perceive this decision and action plan to be essentially fair, given all of

the circumstances?

1 2 3 4 5

5.
Enduring Values Test: Do this decision and action plan uphold my/our priority enduring 1 2 3 4 5

5.
values that are relevant to this situation?

6.
Universality Test: Would I/we want this decision and action plan to become a universal law

applicable to all similar situation, even to myself/ourselves?

1 2 3 4 5

7.
Light-of-Day Test: How would I/we feel and be regarded by others (working associates,

family, etc.) if the details of this decision and action plan were disclosed for all to know?

1 2 3 4 5

8. Total Ethical Analysis Confidence Score: Place the total of all circled numbers here.

How confident can you be that you have done a good job of ethical analysis?

7-14 

15-21 

22-28 

29-35

Not very confident 

Somewhat confident 

Quite confident 

Very confident

Credit: Dough Wallaie; Jon Peku – Fulcrum Group

N/B Not to be used for commercial purposes 
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