No. S 327

ACCOUNTANTS ACT 2004

ACCOUNTANTS (PRESCRIBED STANDARDS AND
CODE OF PROFESSIONAL CONDUCT AND ETHICS)
ORDER 2023

In exercise of the powers conferred by section 64AA of the Accountants Act 2004, the
Public Accountants Oversight Committee makes the following Order:

Citation and commencement
1. This Order is the Accountants (Prescribed Standards and Code of Professional
Conduct and Ethics) Order 2023 and comes into operation on 1 July 2023.
Definitions
2. In this Order —
“accounting entity” has the meaning given by section 38B of the Act;
“professional standards™ has the meaning given by section 32 of the Act;

“quality control standards™ has the meaning given by section 38B of the Act.

Prescribed professional standards

3.—(1) For the purposes of the definition of “professional standards” in section 32 of
the Act, the prescribed standards are —

(a) where public accountancy services are provided to a permitted entity —

(i) the Singapore Standards on Auditing issued by the Institute of
Singapore Chartered Accountants specified in the First
Schedule; or

(i1)) the International Standards on Auditing issued by the
International Federation of Accountants specified in the Second
Schedule; or

(b) where public accountancy services are provided to any other entity — the
Singapore Standards on Auditing issued by the Institute of Singapore
Chartered Accountants specified in the First Schedule.

(2) In this paragraph —
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“corporation” has the meaning given by section 4(1) of the Companies Act 1967;

“entity” means any sole proprietorship, corporation, partnership or other body of
persons (whether corporate or incorporate) and includes a trust;

“permitted entity” means any entity that is —

(a) incorporated, formed, registered or established in Singapore and
listed on a stock exchange outside Singapore; or

(b) incorporated, formed, registered or established outside Singapore and
whose shares or stock are quoted or listed on a stock exchange
operated by Singapore Exchange Limited.

Prescribed quality control standards

4. For the purposes of the definition of “quality control standards™ in section 38B of
the Act, the prescribed standards are the following standards issued by the Institute of
Singapore Chartered Accountants specified in the Third Schedule:

(a) Singapore Standards on Quality Control specified in Part1 of that
Schedule;

(b) Singapore Standards on Quality Management specified in Part 2 of that
Schedule.
Prescribed code of professional conduct and ethics

5. The code of professional conduct and ethics prescribed for the purpose of
section 64AA(1)(a) of the Act is the Code of Professional Conduct and Ethics applicable
to public accountants and accounting entities set out in the Fourth Schedule.

FIRST SCHEDULE

Paragraph 3(1)
SINGAPORE STANDARDS ON AUDITING (SSA)
1. SSA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Singapore Standards on Auditing
2. SSA 210 Agreeing the Terms of Audit Engagements
3. SSA 220 Quality Management for an Audit of Financial Statements
4. SSA 230 Audit Documentation
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5. SSA 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of
Financial Statements

6. SSA 250 Consideration of Laws and Regulations in an Audit of Financial
Statements

7. SSA 260 Communication with Those Charged with Governance

8. SSA 265 Communicating Deficiencies in Internal Control to those Charged with
Governance and Management

9. SSA 300 Planning an Audit of Financial Statements

10. SSA 315 Identifying and Assessing the Risks of Material Misstatement

11. SSA 320 Materiality in Planning and Performing an Audit

12. SSA 330 The Auditor’s Responses to Assessed Risks

13. SSA 402 Audit Considerations Relating to an Entity Using a Service Organisation

14. SSA 450 Evaluation of Misstatements Identified during the Audit

15. SSA 500 Audit Evidence

16. SSA 501 Audit Evidence — Specific Considerations for Selected Items

17. SSA 505 External Confirmations

18. SSA 510 Initial Audit Engagements — Opening Balances

19. SSA 520 Analytical Procedures

20. SSA 530 Audit Sampling

21. SSA 540 Auditing Accounting Estimates and Related Disclosures

22. SSA 545 Auditing Fair Value Measurements and Disclosures

23. SSA 550 Related Parties

24, SSA 560 Subsequent Events

25. SSA 570 Going Concern

26. SSA 580 Written Representations

27. SSA 600 Special Considerations — Audits of Group Financial Statements
(Including the Work of Component Auditors)

28. SSA 610 Using the Work of Internal Auditors

29. SSA 620 Using the Work of an Auditor’s Expert

30. SSA 700 Forming an Opinion and Reporting on Financial Statements

31. SSA 701 Communicating Key Audit Matters in the Independent Auditor’s Report

32. SSA 705 Modifications to the Opinion in the Independent Auditor’s Report

33. SSA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the

Independent Auditor’s Report
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34, SSA 710 Comparative Information — Corresponding Figures and Comparative
Financial Statements

35. SSA 720 The Auditor’s Responsibilities Relating to Other Information

36. SSA 800 Special Considerations — Audits of Financial Statements Prepared in
Accordance with Special Purpose Frameworks

37. SSA 805 Special Considerations — Audits of Single Financial Statements and
Specific Elements, Accounts or Items of a Financial Statement

38. SSA 810 Engagements to Report on Summary Financial Statements

SECOND SCHEDULE

Paragraph 3(1)
INTERNATIONAL STANDARDS ON AUDITING (ISA)

1. ISA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Singapore Standards on Auditing

2. ISA 210 Agreeing the Terms of Audit Engagements

3. ISA 220 Quality Management for an Audit of Financial Statements

4. ISA 230 Audit Documentation

5. ISA 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of
Financial Statements

6. ISA 250 Consideration of Laws and Regulations in an Audit of Financial
Statements

7. ISA 260 Communication with Those Charged with Governance

8. ISA 265 Communicating Deficiencies in Internal Control to those Charged with
Governance and Management

9. ISA 300 Planning an Audit of Financial Statements

10. ISA 315 Identifying and Assessing the Risks of Material Misstatement

11. ISA 320 Materiality in Planning and Performing an Audit

12. ISA 330 The Auditor’s Responses to Assessed Risks

13. ISA 402 Audit Considerations Relating to an Entity Using a Service Organisation

14. ISA 450 Evaluation of Misstatements Identified during the Audit

15. ISA 500 Audit Evidence

16. ISA 501 Audit Evidence — Specific Considerations for Selected Items

17. ISA 505 External Confirmations

18. ISA 510 Initial Audit Engagements — Opening Balances
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19. ISA 520 Analytical Procedures

20. ISA 530 Audit Sampling

21. ISA 540 Auditing Accounting Estimates and Related Disclosures

22. ISA 545 Auditing Fair Value Measurements and Disclosures

23. ISA 550 Related Parties

24, ISA 560 Subsequent Events

25. ISA 570 Going Concern

26. ISA 580 Written Representations

27. ISA 600 Special Considerations — Audits of Group Financial Statements
(Including the Work of Component Auditors)

28. ISA 610 Using the Work of Internal Auditors

29. ISA 620 Using the Work of an Auditor’s Expert

30. ISA 700 Forming an Opinion and Reporting on Financial Statements

31. ISA 701 Communicating Key Audit Matters in the Independent Auditor’s Report

32. ISA 705 Modifications to the Opinion in the Independent Auditor’s Report

33. ISA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the
Independent Auditor’s Report

34, ISA 710 Comparative Information — Corresponding Figures and Comparative
Financial Statements

35. ISA 720 The Auditor’s Responsibilities Relating to Other Information

36. ISA 800 Special Considerations — Audits of Financial Statements Prepared in
Accordance with Special Purpose Frameworks

37. ISA 805 Special Considerations — Audits of Single Financial Statements and
Specific Elements, Accounts or Items of a Financial Statement

38. ISA 810 Engagements to Report on Summary Financial Statements

THIRD SCHEDULE

Paragraph 4
PART 1

SINGAPORE STANDARDS ON QUALITY CONTROL (SSQC)

SSQC 1

Quality Control for Firms that Perform Audits and Reviews of Financial
Statements, and Other Assurance and Related Services Engagements
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PART 2

SINGAPORE STANDARDS ON QUALITY MANAGEMENT (SSQM)

1. SSQM 1 Quality Management for Firms that Perform Audits or Reviews of
Financial Statements, or Other Assurance or Related Services
Engagements
2. SSQM 2 Engagement Quality Reviews
FOURTH SCHEDULE
Paragraph 5
CODE OF PROFESSIONAL CONDUCT AND ETHICS
APPLICABLE TO PUBLIC ACCOUNTANTS AND
ACCOUNTING ENTITIES
TABLE OF CONTENTS

010 Scope
PART 1 — COMPLYING WITH THE CODE, FUNDAMENTAL PRINCIPLES AND
CONCEPTUAL FRAMEWORK
100 Complying with the Code
110 The Fundamental Principles

111 — Integrity

112 — Objectivity

113 — Professional Competence and Due Care

114 — Confidentiality

115 — Professional Behaviour
120 The Conceptual Framework
PART 2 — INTENTIONALLY LEFT BLANK
PART 3 — PUBLIC ACCOUNTANTS
300 Applying the Conceptual Framework — Public Accountants
310 Conlflicts of Interest
320 Professional Appointments
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321

Second Opinions

330 Fees and Other Types of Remuneration

340 Inducements, Including Gifts and Hospitality

350 Custody of Client Assets

360 Responding to Non-compliance with Laws and Regulations

INDEPENDENCE STANDARDS (PARTS 4A AND 4B)

PART 4A — INDEPENDENCE FOR AUDIT AND REVIEW ENGAGEMENTS

400 Applying the Conceptual Framework to Independence for Audit and Review
Engagements

410 Fees

411 Compensation and Evaluation Policies

420 Gifts and Hospitality

430 Actual or Threatened Litigation

510 Financial Interests

511 Loans and Guarantees

520 Business Relationships

521 Family and Personal Relationships

522 Recent Service with an Audit Client

523 Serving as a Director or Officer of an Audit Client

524 Employment with an Audit Client

525 Temporary Personnel Assignments

540 Long Association of Personnel (Including Partner Rotation) with an Audit Client

600 Provision of Non-Assurance Services to an Audit Client

601 — Accounting and Bookkeeping Services

602 — Administrative Services

603 — Valuation Services

604 — Tax Services

605 — Internal Audit Services

606 — Information Technology Systems Services

607 — Litigation Support Services

608 — Legal Services

609 — Recruiting Services
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610 — Corporate Finance Services

800

Reports on Special Purpose Financial Statements that Include a Restriction on
Use and Distribution (Audit and Review Engagements)

PART 4B — INDEPENDENCE FOR ASSURANCE ENGAGEMENTS OTHER THAN AUDIT
AND REVIEW ENGAGEMENTS

900 Applying the Conceptual Framework to Independence for Assurance
Engagements Other than Audit and Review Engagements

905 Fees

906 Gifts and Hospitality

907 Actual or Threatened Litigation

910 Financial Interests

911 Loans and Guarantees

920 Business Relationships

921 Family and Personal Relationships

922 Recent Service with an Assurance Client

923 Serving as a Director or Officer of an Assurance Client

924 Employment with an Assurance Client

940 Long Association of Personnel with an Assurance Client

950 Provision of Non-assurance Services to Assurance Clients

990 Reports that Include a Restriction on Use and Distribution (Assurance

Engagements Other than Audit and Review Engagements)

GLOSSARY, INCLUDING LISTS OF ABBREVIATIONS

SCOPE

SG010.1

This Code of Professional Conduct and Ethics for Public Accountants and
Accounting Entities (Code) establishes ethical requirements for public
accountants, accounting firms, accounting corporations and accounting LLPs.
Compliance with this Code is mandatory for all public accountants, accounting
firms, accounting corporations and accounting LLPs and failure to observe the
Code may result in disciplinary action.

SG010.2

This Code applies to the provision of public accountancy services by public
accountants, accounting firms, accounting corporations and accounting LLPs.
Under the Accountants Act 2004, public accountancy services means the audit
and reporting on financial statements and the doing of any other acts that are
required by any written law to be done by a public accountant. For non-public
accountancy services, public accountants should refer to the code of ethics of
their professional body.

PART 1— COMPLYING WITH THE CODE, FUNDAMENTAL

Singapore Statutes Online

Current version as at 20 Dec 2023 PDF created date on: 20 Dec 2023




PRINCIPLES AND CONCEPTUAL FRAMEWORK

Section 100

Complying with the Code

Section 110

The Fundamental Principles

Subsection 111 — Integrity

Subsection 112 — Objectivity

Subsection 113 — Professional Competence and Due Care

Subsection 114 — Confidentiality

Subsection 115 — Professional Behaviour

Section 120

The Conceptual Framework

PART 1 — COMPLYING WITH THE CODE, FUNDAMENTAL

PRINCIPLES AND CONCEPTUAL FRAMEWORK

SECTION 100

COMPLYING WITH THE CODE

Introduction

100.1

A distinguishing mark of the accountancy profession is its acceptance of the
responsibility to act in the public interest.

100.2

Confidence in the accountancy profession is a reason why businesses,
governments and other organisations involve public accountants in a broad range
of areas, including financial and corporate reporting, assurance and other
professional activities. Public accountants understand and acknowledge that such
confidence is based on the skills and values that public accountants bring to the
professional activities they undertake, including —

(a) Adherence to ethical principles and professional standards;
(b) Use of business acumen,;
(o) Application of expertise on technical and other matters; and

(d) Exercise of professional judgment.

The application of these skills and values enables public accountants to provide
advice or other output that meets the purpose for which it was provided, and
which can be relied upon by the intended users of such output.

100.3

The Code sets out high quality standards of ethical behaviour expected of public
accountants.

100.4

The Code establishes five fundamental principles to be complied with by all
public accountants. It also includes a conceptual framework that sets out the
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approach to be taken to identify, evaluate and address threats to compliance with
those fundamental principles and, for audits and other assurance engagements,
threats to independence. The Code also applies the fundamental principles and
the conceptual framework to a range of facts and circumstances that public
accountants might encounter.

Requirements and Application Material

100.5 Al

The requirements in the Code, designated with the letter “R”, impose obligations.

100.5 A2

Application material, designated with the letter “A”, provides context,
explanations, suggestions for actions or matters to consider, illustrations and
other guidance relevant to a proper understanding of the Code. In particular, the
application material is intended to help a public accountant to understand how to
apply the conceptual framework to a particular set of circumstances and to
understand and comply with a specific requirement. While such application
material does not of itself impose a requirement, consideration of the material is
necessary to the proper application of the requirements of the Code, including
application of the conceptual framework.

R100.6

A public accountant shall comply with the Code.

100.6 Al

Upholding the fundamental principles and compliance with the specific
requirements of the Code enable public accountants to meet their responsibility to
act in the public interest.

100.6 A2

Complying with the Code includes giving appropriate regard to the aim and
intent of the specific requirements.

100.6 A3

Compliance with the requirements of the Code does not mean that public
accountants will have always met their responsibility to act in the public interest.
There might be unusual or exceptional circumstances in which a public
accountant believes that complying with a requirement or requirements of the
Code might not be in the public interest or would lead to a disproportionate
outcome. In those circumstances, the public accountant is encouraged to consult
with an appropriate body such as a professional or regulatory body.

100.6 A4

In acting in the public interest, a public accountant considers not only the
preferences or requirements of an individual client, but also the interests of other
stakeholders when performing professional activities.

R100.7

If there are circumstances where laws or regulations preclude a public accountant
from complying with certain parts of the Code, those laws and regulations
prevail, and the public accountant shall comply with all other parts of the Code.

100.7 Al

The principle of professional behaviour requires a public accountant to comply
with relevant laws and regulations. Some jurisdictions might have provisions that
differ from or go beyond those set out in the Code. Accountants in those
jurisdictions need to be aware of those differences and comply with the more
stringent provisions unless prohibited by law or regulation.

Breaches of the Code

R100.8

Singapore Statutes Online

Paragraphs R400.80 to R400.89 and R900.50 to R900.55 address a breach of
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Independence Standards. A public accountant who identifies a breach of any
other provision of the Code shall evaluate the significance of the breach and its
impact on the public accountant’s ability to comply with the fundamental
principles. The public accountant shall also —

(a) Take whatever actions might be available, as soon as possible, to
address the consequences of the breach satisfactorily; and

() Determine whether to report the breach to the relevant parties.

100.8 A1

Relevant parties to whom such a breach might be reported include those who
might have been affected by it, a professional or regulatory body or an oversight
authority.

SECTION 110

THE FUNDAMENTAL PRINCIPLES

General

110.1 Al

Singapore Statutes Online

There are five fundamental principles of ethics for public accountants —

(a) Integrity — to be straightforward and honest in all professional and
business relationships;

() Objectivity — to exercise professional or business judgments without
being compromised by —

(1) Bias;
(i1) Conflict of interest; or
(iii) Undue influence of, or undue reliance on, individuals,

organisations, technology or other factors;
(c) Professional Competence and Due Care —
)] to attain and maintain professional knowledge and skill at the
level required to ensure that a client receives competent
professional service, based on current technical and professional

standards and relevant legislation; and

(i1) to act diligently and in accordance with applicable technical and
professional standards;

(d) Confidentiality — to respect the confidentiality of information
acquired as a result of professional and business relationships; and

(e) Professional Behaviour — to —
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(1) Comply with relevant laws and regulations;

(i1) Behave in a manner consistent with the profession’s
responsibility to act in the public interest in all professional
activities and business relationships; and

(ii1) Avoid any conduct that the public accountant knows or should
know might discredit the profession.

R110.2

A public accountant shall comply with each of the fundamental principles.

110.2 Al

The fundamental principles of ethics establish the standard of behaviour expected
of a public accountant. The conceptual framework establishes the approach
which a public accountant is required to apply in complying with those
fundamental principles. Subsections 111 to 115 set out requirements and
application material related to each of the fundamental principles.

110.2 A2

A public accountant might face a situation in which complying with one
fundamental principle conflicts with complying with one or more other
fundamental principles. In such a situation, the public accountant might consider
consulting, on an anonymous basis if necessary, with —

(a) Others within the firm;

(b) Those charged with governance;

(c) A professional body;

(d) A regulatory body;

(e) Legal counsel.

However, such consultation does not relieve the public accountant from the
responsibility to exercise professional judgment to resolve the conflict or, if

necessary, and unless prohibited by law or regulation, disassociate from the
matter creating the conflict.

110.2 A3

The public accountant is encouraged to document the substance of the issue, the
details of any discussions, the decisions made and the rationale for those
decisions.

SUBSECTION 111

— INTEGRITY

R111.1

A public accountant shall comply with the principle of integrity, which requires a
public accountant to be straightforward and honest in all professional and
business relationships.

Singapore Statutes Online

111.1 Al Integrity involves fair dealing, truthfulness and having the strength of character to
act appropriately, even when facing pressure to do otherwise or when doing so
might create potential adverse personal or organisational consequences.

111.1 A2 Acting appropriately involves —
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(a) Standing one’s ground when confronted by dilemmas and difficult
situations; or

(b) Challenging others as and when circumstances warrant,

in a manner appropriate to the circumstances.

R111.2

A public accountant shall not knowingly be associated with reports, returns,
communications or other information where the public accountant believes that
the information —

(a) Contains a materially false or misleading statement;
(b) Contains statements or information provided recklessly; or

(o) Omits or obscures required information where such omission or
obscurity would be misleading.

111.2 Al

If a public accountant provides a modified report in respect of such a report,
return, communication or other information, the public accountant is not in
breach of paragraph R111.2.

R111.3

When a public accountant becomes aware of having been associated with
information described in paragraph R111.2, the public accountant shall take steps
to be disassociated from that information.

SUBSECTION 112

— OBJECTIVITY

R112.1

A public accountant shall comply with the principle of objectivity, which requires
a public accountant to exercise professional or business judgment without being
compromised by —

(a) Bias;
(b) Conlflict of interest; or
(c) Undue influence of, or undue reliance on, individuals, organisations,

technology or other factors.

R112.2

A public accountant shall not undertake a professional activity if a circumstance
or relationship unduly influences the public accountant’s professional judgment
regarding that activity.

SUBSECTION 113

— PROFESSIONAL COMPETENCE AND DUE CARE

R113.1
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A public accountant shall comply with the principle of professional competence
and due care, which requires a public accountant to —

(a) Attain and maintain professional knowledge and skill at the level
required to ensure that a client receives competent professional
service, based on current technical and professional standards and
relevant legislation; and
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(b) Act diligently and in accordance with applicable technical and
professional standards.

113.1 Al

Serving clients with professional competence requires the exercise of sound
judgment in applying professional knowledge and skill when undertaking
professional activities.

113.1 A2

Maintaining professional competence requires a continuing awareness and an
understanding  of  relevant  technical, professional, business and
technology-related developments. Continuing professional development enables
a public accountant to develop and maintain the capabilities to perform
competently within the professional environment.

113.1 A3

Diligence encompasses the responsibility to act in accordance with the
requirements of an assignment, carefully, thoroughly and on a timely basis.

R113.2

In complying with the principle of professional competence and due care, a
public accountant shall take reasonable steps to ensure that those working in a
professional capacity under the public accountant’s authority have appropriate
training and supervision.

R113.3

Where appropriate, a public accountant shall make clients, or other users of the
public accountant’s professional services or activities, aware of the limitations
inherent in the services or activities.

SUBSECTION 114

— CONFIDENTIALITY

R114.1
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A public accountant shall comply with the principle of confidentiality, which
requires a public accountant to respect the confidentiality of information acquired
as a result of professional and business relationships. A public accountant
shall —

(a) Be alert to the possibility of inadvertent disclosure, including in a
social environment, and particularly to a close business associate or
an immediate or a close family member;

() Maintain confidentiality of information within the firm;

(o) Maintain confidentiality of information disclosed by a prospective
client;

(d) Not disclose confidential information acquired as a result of

professional and business relationships outside the firm without
proper and specific authority, unless there is a legal or professional
duty or right to disclose;

(e) Not use confidential information acquired as a result of professional
and business relationships for the personal advantage of the public

accountant or for the advantage of a third party;

) Not use or disclose any confidential information, either acquired or
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received as a result of a professional or business relationship, after
that relationship has ended; and

Take reasonable steps to ensure that personnel under the public
accountant’s control, and individuals from whom advice and
assistance are obtained, respect the public accountant’s duty of
confidentiality.

Singapore Statutes Online

114.1 Al Confidentiality serves the public interest because it facilitates the free flow of
information from the public accountant’s client to the public accountant in the
knowledge that the information will not be disclosed to a third party.
Nevertheless, the following are circumstances where public accountants are or
might be required to disclose confidential information or when such disclosure
might be appropriate:

(a) Disclosure is required by law, for example —
(1) Production of documents or other provision of evidence in the
course of legal proceedings; or
(i1) Disclosure to the appropriate public authorities of infringements
of the law that come to light;
() Disclosure is permitted by law and is authorised by the client; and
(o) There is a professional duty or right to disclose, when not prohibited
by law —
(1) To comply with the quality review of a professional body;
(i1) To respond to an inquiry or investigation by a professional or
regulatory body;
(iii) To protect the professional interests of a public accountant in
legal proceedings; or
(iv) To comply with technical and professional standards, including
ethics requirements.
114.1 A2 In deciding whether to disclose confidential information, factors to consider,

depending on the circumstances, include —

(a)

(b)

Whether the interests of any parties, including third parties whose
interests might be affected, could be harmed if the client consents to
the disclosure of information by the public accountant;

Whether all the relevant information is known and substantiated, to
the extent practicable. Factors affecting the decision to disclose
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include —

(1) Unsubstantiated facts;
(i1) Incomplete information; and
(iii) Unsubstantiated conclusions;
(c) The proposed type of communication, and to whom it is addressed;
and
(d) Whether the parties to whom the communication is addressed are

appropriate recipients.

R114.2

A public accountant shall continue to comply with the principle of confidentiality
even after the end of the relationship between the public accountant and a client.
When changing employment or acquiring a new client, the public accountant is
entitled to use prior experience but shall not use or disclose any confidential
information acquired or received as a result of a professional or business
relationship.

SUBSECTION 115

— PROFESSIONAL BEHAVIOUR

R115.1

A public accountant shall comply with the principle of professional behaviour,
which requires a public accountant to —

(a) Comply with relevant laws and regulations;

(b) Behave in a manner consistent with the profession’s responsibility to
act in the public interest in all professional activities and business
relationships; and

(c) Avoid any conduct that the public accountant knows or should know
might discredit the profession.

A public accountant shall not knowingly engage in any business, occupation or
activity that impairs or might impair the integrity, objectivity or good reputation
of the profession, and as a result would be incompatible with the fundamental
principles.
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115.1 Al Conduct that might discredit the profession includes conduct that a reasonable
and informed third party would be likely to conclude adversely affects the good
reputation of the profession.

R115.2 When undertaking marketing or promotional activities, a public accountant shall

not bring the profession into disrepute. A public accountant shall be honest and
truthful and shall not make —

(a) Exaggerated claims for the services offered by, or the qualifications
or experience of, the public accountant; or
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(b) Disparaging references or unsubstantiated comparisons to the work
of others.

115.2 Al

If a public accountant is in doubt about whether a form of advertising or
marketing is appropriate, the public accountant is encouraged to consult with the
relevant professional body.

SECTION 120

THE CONCEPTUAL FRAMEWORK

Introduction

120.1

The circumstances in which public accountants operate might create threats to
compliance with the fundamental principles. Section 120 sets out requirements
and application material, including a conceptual framework, to assist public
accountants in complying with the fundamental principles and meeting their
responsibility to act in the public interest. Such requirements and application
material accommodate the wide range of facts and circumstances, including the
various professional activities, interests and relationships, that create threats to
compliance with the fundamental principles. In addition, they deter public
accountants from concluding that a situation is permitted solely because that
situation is not specifically prohibited by the Code.

120.2

The conceptual framework specifies an approach for a public accountant to —

(a) Identify threats to compliance with the fundamental principles;

() Evaluate the threats identified; and

(c) Address the threats by eliminating or reducing them to an acceptable
level.

Requirements and Application Material

General

R120.3 The public accountant shall apply the conceptual framework to identify, evaluate
and address threats to compliance with the fundamental principles set out in
Section 110.

120.3 Al Additional requirements and application material that are relevant to the

application of the conceptual framework are set out in —

(a) Part 3 — Public accountants; and
(b) Independence Standards, as follows:
(1) Part 4A — Independence for Audit and Review Engagements;
and
(i1) Part 4B — Independence for Assurance Engagements Other
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than Audit and Review Engagements.

R120.4 When dealing with an ethics issue, the public accountant shall consider the
context in which the issue has arisen or might arise.
R120.5 When applying the conceptual framework, the public accountant shall —

(a) Have an inquiring mind;
() Exercise professional judgment; and
(c) Use the reasonable and informed third party test described in

paragraph 120.5 A6.

Having an Inquiring

Mind

120.5 Al

An inquiring mind is a prerequisite to obtaining an understanding of known facts
and circumstances necessary for the proper application of the conceptual
framework. Having an inquiring mind involves —

(a) Considering the source, relevance and sufficiency of information
obtained, taking into account the nature, scope and outputs of the
professional activity being undertaken; and

() Being open and alert to a need for further investigation or other
action.

120.5 A2 When considering the source, relevance and sufficiency of information obtained,
the public accountant might consider, among other matters, whether —

(a) New information has emerged or there have been changes in facts
and circumstances;

() The information or its source might be influenced by bias or
self-interest;

(o) There is reason to be concerned that potentially relevant information
might be missing from the facts and circumstances known to the
public accountant;

(d) There is an inconsistency between the known facts and circumstances
and the public accountant’s expectations;

(e) The information provides a reasonable basis on which to reach a
conclusion; and

) There might be other reasonable conclusions that could be reached
from the information obtained.

120.5 A3 Paragraph R120.5 requires all public accountants to have an inquiring mind when
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identifying, evaluating and addressing threats to the fundamental principles. This
prerequisite for applying the conceptual framework applies to all public
accountants regardless of the professional activity undertaken. Under auditing,
review and other assurance standards, including those issued by the Institute of
Singapore Chartered Accountants, public accountants are also required to
exercise professional scepticism, which includes a critical assessment of
evidence.

Exercising Professional Judgment

120.5 A4 Professional judgment involves the application of relevant training, professional
knowledge, skill and experience commensurate with the facts and circumstances,
taking into account the nature and scope of the particular professional activities,
and the interests and relationships involved.

120.5 A5 Professional judgment is required when the public accountant applies the

conceptual framework in order to make informed decisions about the courses of
actions available, and to determine whether such decisions are appropriate in the
circumstances. In making this determination, the public accountant might
consider matters such as whether —

(a) The public accountant’s expertise and experience are sufficient to
reach a conclusion;

(b) There is a need to consult with others with relevant expertise or
experience; and

(c) The public accountant’s own preconception or bias might be
affecting the public accountant’s exercise of professional judgment.

Reasonable and Informed Third Party

120.5 A6

The reasonable and informed third party test is a consideration by the public
accountant about whether the same conclusions would likely be reached by
another party. Such consideration is made from the perspective of a reasonable
and informed third party, who weighs all the relevant facts and circumstances
that the public accountant knows, or could reasonably be expected to know, at the
time the conclusions are made. The reasonable and informed third party does not
need to be a public accountant, but would possess the relevant knowledge and
experience to understand and evaluate the appropriateness of the public
accountant’s conclusions in an impartial manner.

Identifying Threats

R120.6

The public accountant shall identify threats to compliance with the fundamental
principles.

120.6 Al

An understanding of the facts and circumstances, including any professional
activities, interests and relationships that might compromise compliance with the
fundamental principles, is a prerequisite to the public accountant’s identification
of threats to such compliance. The existence of certain conditions, policies and
procedures established by the profession, legislation, regulation or the firm that
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can enhance the public accountant acting ethically might also help identify

threats to compliance with the fundamental principles. Paragraph 120.8 A2

includes general examples of such conditions, policies and procedures which are
also factors that are relevant in evaluating the level of threats.

120.6 A2 Threats to compliance with the fundamental principles might be created by a
broad range of facts and circumstances. It is not possible to define every situation
that creates threats. In addition, the nature of engagements and work assignments
might differ and, consequently, different types of threats might be created.

120.6 A3 Threats to compliance with the fundamental principles fall into one or more of
the following categories:

(a) Self-interest threat — the threat that a financial or other interest will
inappropriately influence a public accountant’s judgment or
behaviour;

(b) Self-review threat — the threat that a public accountant will not
appropriately evaluate the results of a previous judgment made, or an
activity performed by the public accountant, or by another individual
within the public accountant’s firm, on which the public accountant
will rely when forming a judgment as part of performing a current
activity;

(o) Advocacy threat — the threat that a public accountant will promote a
client’s position to the point that the public accountant’s objectivity is
compromised;

(d) Familiarity threat — the threat that due to a long or close relationship
with a client, a public accountant will be too sympathetic to their
interests or too accepting of their work;

(e) Intimidation threat — the threat that a public accountant will be
deterred from acting objectively because of actual or perceived
pressures, including attempts to exercise undue influence over the
public accountant.

120.6 A4 A circumstance might create more than one threat, and a threat might affect
compliance with more than one fundamental principle.

Evaluating Threats

R120.7 When the public accountant identifies a threat to compliance with the
fundamental principles, the public accountant shall evaluate whether such a threat
is at an acceptable level.

Acceptable Level

120.7 Al An acceptable level is a level at which a public accountant using the reasonable
and informed third party test would likely conclude that the public accountant
complies with the fundamental principles.
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Factors Relevant in Evaluating the Level of Threats

120.8 Al The consideration of qualitative as well as quantitative factors is relevant in the
public accountant’s evaluation of threats, as is the combined effect of multiple
threats, if applicable.

120.8 A2 The existence of conditions, policies and procedures described in

paragraph 120.6 A1 might also be factors that are relevant in evaluating the level
of threats to compliance with the fundamental principles. Examples of such
conditions, policies and procedures include —

(a) Corporate governance requirements;
(b) Educational, training and experience requirements for the profession;
(o) Effective complaint systems which enable the public accountant and

the general public to draw attention to unethical behaviour;

(d) An explicitly stated duty to report breaches of ethics requirements;
and
(e) Professional or regulatory monitoring and disciplinary procedures.

Consideration of New Information or Changes in Facts and Circumstances

R120.9

If the public accountant 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 public accountant shall re-evaluate and
address that threat accordingly.

120.9 A1

Remaining alert throughout the professional activity assists the public accountant
in determining whether new information has emerged or changes in facts and
circumstances have occurred that —

(a) Impact the level of a threat; or

(b) Affect the public accountant’s conclusions about whether safeguards
applied continue to be appropriate to address identified threats.

120.9 A2

If new information results in the identification of a new threat, the public
accountant is required to evaluate and, as appropriate, address this threat. (Ref:
Paras. R120.7 and R120.10).

Addressing Threats

R120.10
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If the public accountant determines that the identified threats to compliance with
the fundamental principles are not at an acceptable level, the public accountant
shall address the threats by eliminating them or reducing them to an acceptable
level. The public accountant shall do so by —

(a) Eliminating the circumstances, including interests or relationships,
that are creating the threats;
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() Applying safeguards, where available and capable of being applied,
to reduce the threats to an acceptable level; or

(o) Declining or ending the specific professional activity.

Actions to Eliminate Threats

120.10 A1 Depending on the facts and circumstances, a threat might be addressed by
eliminating the circumstance creating the threat. However, there are some
situations in which threats can only be addressed by declining or ending the
specific professional activity. This is because the circumstances that created the
threats cannot be eliminated and safeguards are not capable of being applied to
reduce the threat to an acceptable level.

Safeguards

120.10 A2 Safeguards are actions, individually or in combination, that the public accountant
takes that effectively reduce threats to compliance with the fundamental
principles to an acceptable level.

Consideration of Significant Judgments Made and Overall Conclusions Reached

R120.11 The public accountant shall form an overall conclusion about whether the actions
that the public accountant takes, or intends to take, to address the threats created
will eliminate those threats or reduce them to an acceptable level. In forming the
overall conclusion, the public accountant shall —

(a) Review any significant judgments made or conclusions reached; and

(b) Use the reasonable and informed third party test.

Other Considerations when Applying the Conceptual Framework

Bias

120.12 Al Conscious or unconscious bias affects the exercise of professional judgment
when identifying, evaluating and addressing threats to compliance with the
fundamental principles.

120.12 A2 Examples of potential bias to be aware of when exercising professional judgment
include —

(a) Anchoring bias, which is a tendency to use an initial piece of
information as an anchor against which subsequent information is
inadequately assessed;

(b) Automation bias, which is a tendency to favour output generated
from automated systems, even when human reasoning or
contradictory information raises questions as to whether such output
is reliable or fit for purpose;

(o) Availability bias, which is a tendency to place more weight on events
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or experiences that immediately come to mind or are readily
available than on those that are not;

(d) Confirmation bias, which is a tendency to place more weight on
information that corroborates an existing belief than information that
contradicts or casts doubt on that belief;

(e) Groupthink, which is a tendency for a group of individuals to
discourage individual creativity and responsibility and as a result
reach a decision without critical reasoning or consideration of

alternatives;

)] Overconfidence bias, which is a tendency to overestimate one’s own
ability to make accurate assessments of risk or other judgments or
decisions;

(o) Representation bias, which is a tendency to base an understanding on

a pattern of experiences, events or beliefs that is assumed to be
representative; and

(h) Selective perception, which is a tendency for a person’s expectations
to influence how the person views a particular matter or person.

120.12 A3

Actions that might mitigate the effect of bias include —

(a) Seeking advice from experts to obtain additional input;

(b) Consulting with others to ensure appropriate challenge as part of the
evaluation process; and

(o) Receiving training related to the identification of bias as part of
professional development.

Organisational Culture

Singapore Statutes Online

120.13 Al The effective application of the conceptual framework by a public accountant is
enhanced when the importance of ethical values that align with the fundamental
principles and other provisions set out in the Code is promoted through the
internal culture of the public accountant’s organisation.

120.13 A2 The promotion of an ethical culture within an organisation is most effective

when —

(a) Leaders and those in managerial roles promote the importance of, and
hold themselves and others accountable for demonstrating, the ethical
values of the organisation;

(b) Appropriate  education and training programs, management
processes, and performance evaluation and reward criteria that
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promote an ethical culture are in place;

(c) Effective policies and procedures are in place to encourage and
protect those who report actual or suspected illegal or unethical
behaviour, including whistle-blowers; and

(d) The organisation adheres to ethical values in its dealings with third
parties.

120.13 A3

Public accountants are expected to encourage and promote an ethics-based
culture in their organisation, taking into account their position and seniority.

Considerations for Audits, Reviews, Other Assurance and Related Services Engagements

Firm Culture

120.14 Al

Singapore Standard on Quality Management 1 (SSQM 1) sets out requirements
and application material relating to firm culture in the context of a firm’s
responsibilities to design, implement and operate a system of quality
management for audits or reviews of financial statements, or other assurance or
related services engagements.

Independence

120.15 Al

Public accountants are required by Independence Standards to be independent
when performing audits, reviews, or other assurance engagements. Independence
is linked to the fundamental principles of objectivity and integrity. It
comprises —

(a) Independence of mind — the state of mind that permits the
expression of a conclusion without being affected by influences that
compromise professional judgment, thereby allowing an individual to
act with integrity, and exercise objectivity and professional
scepticism;

(b) Independence in appearance — the avoidance of facts and
circumstances that are so significant that a reasonable and informed
third party would be likely to conclude that a firm’s or an audit or
assurance team member’s integrity, objectivity or professional
scepticism has been compromised.

120.15 A2

Independence Standards set out requirements and application material on how to
apply the conceptual framework to maintain independence when performing
audits, reviews or other assurance engagements. Public accountants and firms are
required to comply with these standards in order to be independent when
conducting such engagements. The conceptual framework to identify, evaluate
and address threats to compliance with the fundamental principles applies in the
same way to compliance with independence requirements. The categories of
threats to compliance with the fundamental principles described in
paragraph 120.6 A3 are also the categories of threats to compliance with
independence requirements.
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120.15 A3

Conditions, policies and procedures described in paragraphs 120.6 Al and 120.8
A2 that might assist in identifying and evaluating threats to compliance with the
fundamental principles might also be factors relevant to identifying and
evaluating threats to independence. In the context of audits, reviews and other
assurance engagements, a system of quality management designed, implemented
and operated by a firm in accordance with the quality management standards
issued by the Institute of Singapore Chartered Accountants is an example of such
conditions, policies and procedures.

Professional Scepticism

120.16 Al

Under auditing, review and other assurance standards, including those issued by
the Institute of Singapore Chartered Accountants, public accountants are required
to exercise professional scepticism when planning and performing audits, reviews
and other assurance engagements. Professional scepticism and the fundamental
principles that are described in Section 110 are inter-related concepts.

120.16 A2
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In an audit of financial statements, compliance with the fundamental principles,
individually and collectively, supports the exercise of professional scepticism, as
shown in the following examples:

(a) Integrity requires the public accountant to be straightforward and
honest. For example, the public accountant complies with the
principle of integrity by —

(1) Being straightforward and honest when raising concerns about a
position taken by a client;

(i1) Pursuing inquiries about inconsistent information and seeking
further audit evidence to address concerns about statements that
might be materially false or misleading in order to make
informed decisions about the appropriate course of action in the
circumstances; and

(ii1) Having the strength of character to act appropriately, even when
facing pressure to do otherwise or when doing so might create
potential adverse personal or organisational consequences.
Acting appropriately involves —

(A) Standing one’s ground when confronted by dilemmas
and difficult situations; or

(B) Challenging others as and when circumstances warrant,
in a manner appropriate to the circumstances.
In doing so, the public accountant demonstrates the critical

assessment of audit evidence that contributes to the exercise of
professional scepticism;
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(b)

(1)

(i)

(iii)

(i)

(i)

(©)

(1)

(i1)
(iif)

Objectivity requires the public accountant to exercise professional or
business judgment without being compromised by —

Bias;
Conflict of interest; or

Undue influence of, or undue reliance on, individuals,
organisations, technology or other factors.

For example, the public accountant complies with the principle of
objectivity by —

Recognising circumstances or relationships such as familiarity
with the client, that might compromise the public accountant’s
professional or business judgment; and

Considering the impact of such circumstances and relationships
on the public accountant’s judgment when evaluating the
sufficiency and appropriateness of audit evidence related to a
matter material to the client’s financial statements.

In doing so, the public accountant behaves in a manner that
contributes to the exercise of professional scepticism;

Professional competence and due care requires the public accountant
to have professional knowledge and skill at the level required to
ensure the provision of competent professional service, and to act
diligently in accordance with applicable standards, laws and
regulations. For example, the public accountant complies with the
principle of professional competence and due care by —

Applying knowledge that is relevant to a particular client’s
industry and business activities in order to properly identify risks
of material misstatement;

Designing and performing appropriate audit procedures; and

Applying relevant knowledge when critically assessing whether
audit evidence is sufficient and appropriate in the circumstances.

In doing so, the public accountant behaves in a manner that
contributes to the exercise of professional scepticism.

PART 2 — INTENTIONALLY LEFT BLANK

PART 3 — PUBLIC ACCOUNTANTS

Section 300

Applying the Conceptual Framework — Public Accountants
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Section 310

Conflicts of Interest

Section 320 Professional Appointments

Section 321 Second Opinions

Section 330 Fees and Other Types of Remuneration

Section 340 Inducements, Including Gifts and Hospitality

Section 350 Custody of Client Assets

Section 360 Responding to Non-compliance with Laws and Regulations
PART 3 — PUBLIC ACCOUNTANTS

SECTION 300

APPLYING THE CONCEPTUAL FRAMEWORK — PUBLIC ACCOUNTANTS

Introduction

300.1 This Part of the Code sets out requirements and application material for public
accountants when applying the conceptual framework set out in Section 120. It
does not describe all of the facts and circumstances, including professional
activities, interests and relationships, that could be encountered by public
accountants, which create or might create threats to compliance with the
fundamental principles. Therefore, the conceptual framework requires public
accountants to be alert for such facts and circumstances.

300.2 The requirements and application material that apply to public accountants are set
out in —

(a) Part 3 — Public accountants, Sections 300 to 399, which applies to
all public accountants, whether they provide assurance services or
not; and

(b) Independence Standards as follows:

)] Part 4A — Independence for Audit and Review Engagements,
Sections 400 to 899, which applies to public accountants when
performing audit and review engagements; and
(i1) Part 4B — Independence for Assurance Engagements Other
than Audit and Review Engagements, Sections 900 to 999,
which applies to public accountants when performing assurance
engagements other than audit or review engagements.
300.3 In this Part, the term “public accountant” refers to individual public accountants

and their firms.

Requirements and Application Material

General

R300.4

A public accountant shall comply with the fundamental principles set out in
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Section 110 and apply the conceptual framework set out in Section 120 to
identify, evaluate and address threats to compliance with the fundamental
principles.
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R300.5 When dealing with an ethics issue, the public accountant shall consider the
context in which the issue has arisen or might arise.

Identifying Threats

300.6 Al Threats to compliance with the fundamental principles might be created by a

broad range of facts and circumstances. The categories of threats are described in
paragraph 120.6 A3. The following are examples of facts and circumstances
within each of those categories of threats that might create threats for a public
accountant when undertaking a professional service:

(a) Self-interest Threats —
)] A public accountant having a direct financial interest in a client;
(i1) A public accountant quoting a low fee to obtain a new

engagement and the fee is so low that it might be difficult to
perform the professional service in accordance with applicable
technical and professional standards for that price;

(ii1) A public accountant having a close business relationship with a
client;
(iv) A public accountant having access to confidential information

that might be used for personal gain; and

(v) A public accountant discovering a significant error when
evaluating the results of a previous professional service
performed by a member of the public accountant’s firm;

() Self-review Threats —
(1) A public accountant issuing an assurance report on the

effectiveness of the operation of financial systems after
implementing the systems; and

(i1) A public accountant having prepared the original data used to
generate records that are the subject matter of the assurance
engagement;

(c) Advocacy Threats —

(1) A public accountant promoting the interests of, or shares in, a
client;
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(i1) A public accountant acting as an advocate on behalf of a client
in litigation or disputes with third parties; and

(ii1) A public accountant lobbying in favour of legislation on behalf
of a client;
(d) Familiarity Threats —
(1) A public accountant having a close or immediate family member

who is a director or officer of the client;

(i1) A director or officer of the client, or an employee in a position to
exert significant influence over the subject matter of the
engagement, having recently served as the engagement partner;

(ii1) An audit team member having a long association with the audit
client; and
(iv) An individual who is being considered to serve as an appropriate

reviewer as a safeguard to address a threat, having a close
relationship with the individual who performed the work;

(e) Intimidation Threats —

(1) A public accountant being threatened with dismissal from a
client engagement or the firm because of a disagreement about a
professional matter;

(i1) A public accountant feeling pressured to agree with the
judgment of a client because the client has more expertise on the
matter in question;

(iii) A public accountant being informed that a planned promotion
will not occur unless the public accountant agrees with an
inappropriate accounting treatment; and

(iv) A public accountant having accepted a significant gift from a
client and being threatened that acceptance of this gift will be
made public.

Evaluating Threats

300.7 Al
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The conditions, policies and procedures described in paragraphs 120.6 Al and
120.8 A2 might impact the evaluation of whether a threat to compliance with the
fundamental principles is at an acceptable level. Such conditions, policies and
procedures might relate to —

(a) The client and its operating environment; and
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(b) The firm and its operating environment.

300.7 A2

The public accountant’s evaluation of the level of a threat is also impacted by the
nature and scope of the professional service.

The Client and its Operating Environment

300.7 A3

The public accountant’s evaluation of the level of a threat might be impacted by
whether the client is —

(a) An audit client and whether the audit client is a public interest entity;
(b) An assurance client that is not an audit client; or

(c) A non-assurance client.

For example, providing a non-assurance service to an audit client that is a public

interest entity might be perceived to result in a higher level of threat to
compliance with the principle of objectivity with respect to the audit.

300.7 A4

The corporate governance structure, including the leadership of a client might
promote compliance with the fundamental principles. Accordingly, a public
accountant’s evaluation of the level of a threat might also be impacted by a
client’s operating environment. For example —

(a) The client requires appropriate individuals other than management to
ratify or approve the appointment of a firm to perform an
engagement;

(b) The client has competent employees with experience and seniority to

make managerial decisions;

(c) The client has implemented internal procedures that facilitate
objective choices in tendering non-assurance engagements; and

(d) The client has a corporate governance structure that provides
appropriate oversight and communications regarding the firm’s
services.

The Firm and its Operating Environment

300.7 A5
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A public accountant’s evaluation of the level of a threat might be impacted by the
work environment within the public accountant’s firm and its operating
environment. For example —

(a) Leadership of the firm that promotes compliance with the
fundamental principles and establishes the expectation that assurance
team members will act in the public interest;

(b) Policies or procedures for establishing and monitoring compliance
with the fundamental principles by all personnel,
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(o) Compensation, performance appraisal and disciplinary policies and
procedures that promote compliance with the fundamental principles;
(d) Management of the reliance on revenue received from a single client;
(e) The engagement partner having authority within the firm for
decisions concerning compliance with the fundamental principles,
including any decisions about accepting or providing services to a
client;
)] Educational, training and experience requirements; and
(2) Processes to facilitate and address internal and external concerns or
complaints.
Consideration of New Information or Changes in Facts and Circumstances
300.7 A6 New information or changes in facts and circumstances might —
(a) Impact the level of a threat; or
() Affect the public accountant’s conclusions about whether safeguards
applied continue to address identified threats as intended.
In these situations, actions that were already implemented as safeguards might no
longer be effective in addressing threats. Accordingly, the application of the
conceptual framework requires that the public accountant re-evaluate and address
the threats accordingly. (Ref: Paras. R120.9 and R120.10).
300.7 A7 Examples of new information or changes in facts and circumstances that might
impact the level of a threat include —
(a) When the scope of a professional service is expanded;
(b) When the client becomes a listed entity or acquires another business
unit;
(o) When the firm merges with another firm;
(d) When the public accountant is jointly engaged by two clients and a
dispute emerges between the two clients; and
(e) When there is a change in the public accountant’s personal or
immediate family relationships.
Addressing Threats
300.8 Al Paragraphs R120.10 to 120.10 A2 set out requirements and application material
for addressing threats that are not at an acceptable level.
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Examples of Safeguards

300.8 A2 Safeguards vary depending on the facts and circumstances. Examples of actions
that in certain circumstances might be safeguards to address threats include —

(a) Assigning additional time and qualified personnel to required tasks
when an engagement has been accepted might address a self-interest
threat;

(b) Having an appropriate reviewer who was not a member of the team
review the work performed or advise as necessary might address a
self-review threat;

(o) Using different partners and teams with separate reporting lines for
the provision of non-assurance services to an assurance client might
address self-review, advocacy or familiarity threats;

(d) Involving another firm to perform or re-perform part of the
engagement might address self-interest, self-review, advocacy,
familiarity or intimidation threats;

(e) Disclosing to clients any referral fees or commission arrangements
received for recommending services or products might address a
self-interest threat; and

)] Separating teams when dealing with matters of a confidential nature
might address a self-interest threat.

300.8 A3 The remaining sections of Part 3 and Independence Standards describe certain

threats that might arise during the course of performing professional services and
include examples of actions that might address threats.

Appropriate Reviewer

300.8 A4

An appropriate reviewer is a professional with the necessary knowledge, skills,
experience and authority to review, in an objective manner, the relevant work
performed or service provided. Such an individual might be a professional
accountant.

Communicating with Those Charged with Governance

R300.9

When communicating with those charged with governance in accordance with
the Code, a public accountant shall determine the appropriate individual(s) within
the entity’s governance structure with whom to communicate. If the public
accountant communicates with a subgroup of those charged with governance, the
public accountant shall determine whether communication with all of those
charged with governance is also necessary so that they are adequately informed.

300.9 Al
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In determining with whom to communicate, a public accountant might
consider —
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(a) The nature and importance of the circumstances; and

(b) The matter to be communicated.

300.9 A2

Examples of a subgroup of those charged with governance include an audit
committee or an individual member of those charged with governance.

R300.10

If a public accountant communicates with individuals who have management
responsibilities as well as governance responsibilities, the public accountant shall
be satisfied that communication with those individuals adequately informs all of
those in a governance role with whom the public accountant would otherwise
communicate.

300.10 Al

In some circumstances, all of those charged with governance are involved in
managing the entity, for example, a small business where a single owner manages
the entity and no one else has a governance role. In these cases, if matters are
communicated to individual(s) with management responsibilities, and those
individual(s) also have governance responsibilities, the public accountant has
satisfied the requirement to communicate with those charged with governance.

SECTION 310

CONFLICTS OF INTEREST

Introduction

310.1

Public accountants are required to comply with the fundamental principles and
apply the conceptual framework set out in Section 120 to identify, evaluate and
address threats.

310.2

A conflict of interest creates threats to compliance with the principle of
objectivity and might create threats to compliance with the other fundamental
principles. Such threats might be created when —

(a) A public accountant provides a professional service related to a
particular matter for two or more clients whose interests with respect
to that matter are in conflict; or

() The interests of a public accountant with respect to a particular matter
and the interests of the client for whom the public accountant
provides a professional service related to that matter are in conflict.

310.3

This section sets out specific requirements and application material relevant to
applying the conceptual framework to conflicts of interest. When a public
accountant provides an audit, review or other assurance service, independence is
also required in accordance with Independence Standards.

Requirements and Application Material

General

R310.4

A public accountant shall not allow a conflict of interest to compromise
professional or business judgment.
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310.4 Al

Examples of circumstances that might create a conflict of interest include —

(a)

(b)

(©)

(d)

(e)

@

(h)

(@)

0

Providing a transaction advisory service to a client seeking to acquire
an audit client, where the firm has obtained confidential information
during the course of the audit that might be relevant to the
transaction;

Providing advice to two clients at the same time where the clients are
competing to acquire the same company and the advice might be
relevant to the parties’ competitive positions;

Providing services to a seller and a buyer in relation to the same
transaction;

Preparing valuations of assets for two parties who are in an
adversarial position with respect to the assets;

Representing two clients in the same matter who are in a legal
dispute with each other, such as during divorce proceedings, or the
dissolution of a partnership;

In relation to a license agreement, providing an assurance report for a
licensor on the royalties due while advising the licensee on the
amounts payable;

Advising a client to invest in a business in which, for example, the
spouse of the public accountant has a financial interest;

Providing strategic advice to a client on its competitive position
while having a joint venture or similar interest with a major
competitor of the client;

Advising a client on acquiring a business which the firm is also
interested in acquiring; and

Advising a client on buying a product or service while having a
royalty or commission agreement with a potential seller of that
product or service.

Conflict Identification

General

R310.5
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Before accepting a new client relationship, engagement, or business relationship,
a public accountant shall take reasonable steps to identify circumstances that
might create a conflict of interest, and therefore a threat to compliance with one
or more of the fundamental principles. Such steps shall include identifying —

()

The nature of the relevant interests and relationships between the

Current version as at 20 Dec 2023 PDF created date on: 20 Dec 2023




parties involved; and

(b) The service and its implication for relevant parties.

310.5 Al

An effective conflict identification process assists a public accountant when
taking reasonable steps to identify interests and relationships that might create an
actual or potential conflict of interest, both before determining whether to accept
an engagement and throughout the engagement. Such a process includes
considering matters identified by external parties, for example clients or potential
clients. The earlier an actual or potential conflict of interest is identified, the
greater the likelihood of the public accountant being able to address threats
created by the conflict of interest.

310.5 A2

An effective process to identify actual or potential conflicts of interest will take
into account factors such as —

(a) The nature of the professional services provided;
(b) The size of the firm;
(c) The size and nature of the client base; and

(d) The structure of the firm, for example, the number and geographic
location of offices.

310.5 A3

More information on client acceptance is set out in Section 320, Professional
Appointments.

Changes in Circumstances

R310.6

A public accountant shall remain alert to changes over time in the nature of
services, interests and relationships that might create a conflict of interest while
performing an engagement.

310.6 Al

The nature of services, interests and relationships might change during the
engagement. This is particularly true when a public accountant is asked to
conduct an engagement in a situation that might become adversarial, even though
the parties who engage the public accountant initially might not be involved in a
dispute.

Network Firms

R310.7

If the firm is a member of a network, a public accountant shall consider conflicts
of interest that the public accountant has reason to believe might exist or arise
due to interests and relationships of a network firm.

310.7 Al

Singapore Statutes Online

Factors to consider when identifying interests and relationships involving a
network firm include —

(a) The nature of the professional services provided;
() The clients served by the network; and
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(o) The geographic locations of all relevant parties.

Threats Created by Conflicts of Interest

310.8 Al

In general, the more direct the connection between the professional service and
the matter on which the parties’ interests conflict, the more likely the level of the
threat is not at an acceptable level.

310.8 A2

Factors that are relevant in evaluating the level of a threat created by a conflict of
interest include measures that prevent un