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PART A: Accountants as members of a profession  p3 

Public interest or self-interest? p3 

 

Disclosure of information is in the public interest: supports efficient market hypothesis, is objective, is 
accurate, is appropriate financial information 
Serve public interest by informing people who make significant decisions on the allocation of resources. 
Focus on acting with integrity, objectivity and without bias. Based on expertise. 
 
Responsible decision making p3 

Accountants make decisions within a systematic framework of principles. The best decisions are made where 
governance, corporate accountability and ethics intersect. 

– Governance framework of the profession: skill and knowledge exercised within framework (code of 
behaviour) 

– Corporate governance / accountability: within the relevant corporate governance framework 
(instruments and articles of association) and policies and strategies formally approved by the Board. 
Adherence to regulatory framework (such as disclosure requirements)  

– Ethical conduct: commitment to integrity and honesty in the pursuit of professional purposes and 
client interests 

 

Prepared for Krishna Priya Sivakumar 
atharvikki@gmail.com



Ethics and Governance  
3rd edition, 2020 
 

Copyright: calan1122 

 
 
Enlightened self-interest p6 

It is possible to be committed to the public interest, yet possess a degree of self-interest ‘doing well by doing 
good.’ 

The accounting profession would account for its existence in relation to the efficiency benefits for society as a 
whole, arising from the existence of an institutionally organised body of accounting knowledge…In return for 
their monopoly position, concerning the right to practise particular accountancy and auditing functions, 
accountants would see themselves as serving the public interest (Robson & Cooper 1990, p379.) 

Ideals of accounting – entrepreneurialism and professionalism p6 

Some argue that professions never really had a public interest or service ideal (Abbott 2014; Johnson 1972).  

Focus may be on ‘partner in business’ which may be a more lucrative role (Saravanamuthu 2004).  

Focus may be the ‘four E’s’ (Carnegie and Napier (2010)): 

• education,  
• ethics,  
• expertise and  
• entrepreneurship. 

Need to avoid too much focus on entrepreneurship at the expense of other ideals. 
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What is a profession? p8 
 

Profession: based on a high level of competence or skills in a given area, which are learnt through specialised 
training and maintained by continuing professional development. Members are expected to behave ethically 
and in the best interests of society.  

Established professional associations / bodies with codes of conduct and training, education and quality 
standards required. 

Eight attributes suggesting the existence of a profession: 
1. systematic body of theory and knowledge 
2. extensive education process for its members 
3. ideal of service to the community 
4. high degree of autonomy and independence 
5. code of ethics for its members 
6. distinctive ethos or culture 
7. application of professional judgment 
8. existence of a governing body. 

 

 
 
 
Self regulation p9 
 
Regulations provide the ability to provide a service to the public – after which a profession will have a 
substantial amount of autonomy, and often regulate themselves. 
 
A profession has members who hold each other to account for promoting the good reputation of the 
profession on which public trust is based. Although, there is a formal regulatory process for the profession, the 
element of public trust meant historically this process largely involved self-regulation. 
 
This approach enables professionals to be judged by their peers and set a code of conduct that is appropriate 
for the industry. 
 
From self-regulating to a co-regulatory process  p10 
 
Self-regulation: Professional bodies: members are judged by their informed peers. Allows for internal 
penalties and sanctions, in addition to legal breaches. 

CPA: system of accreditation for degrees, membership qualification process, high levels of continuing 
professional education, code of ethics, disciplinary process to address member misconduct 

 
External authorities: Australian Financial Reporting Council (the AASB reports to the AFRC), regulations in the 
Corps Act (which give audit and accounting standards the force of law); Tax Practitioners Board for tax 
professionals 

Prepared for Krishna Priya Sivakumar 
atharvikki@gmail.com



Ethics and Governance  
3rd edition, 2020 
 

Copyright: calan1122 

What is a professional? p10 

Key attributes of a professional: 
1. A significant level of training and a high level of competence and skills in a specific area of knowledge 
2. Behave in an ethical manner 
3. Apply skill and judgement in areas of importance 
 

 

 

The accounting profession – the traditional view and the market control view  p11 
 
Traditional view: focused on serving society. THE IDEAL VIEW OF THE PROFESSION 
The professional accountant acts for the public interest, rather than self interest, and can demonstrate skill 
and judgment in their area of expertise.  
Important attributes of the profession include: 

1. A systematic body of knowledge,  
2. An extensive education process,  
3. A code of ethics  
4. An ethos or culture, and  
5. A governing body.  

 
Market control view: suggests that professional accountants are self-interested (own career) and not 
concerned about broader public interest. 
Focus has been on building a monopoly on accounting services. 
 

Trust and professions  p11 
 
Public trust regarding any profession is vital. 

Loss of public trust in the profession following corporate failures (Enron, WorldCom and HIH), and poor 
conduct by accountants which the profession failed to call to account, has led to a move from purely self-
regulation by the profession towards co-regulation. This consists of regulations from external sources in 
addition to regulation by the profession. 

Membership of a profession brings greater responsibility, wealth and status, and a pooling of knowledge than 
simply having an occupation. 

See also Hayne Royal Commission report (reading 1.1). 
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Key attributes of a profession (Greenwood E, 1957) p12 

Systematic 
body of theory 
and knowledge 

Skills and expertise supported by a well-founded body of knowledge 

Educational approach one of lifelong learning 

Regulated education programs to ensure an equivalent level of knowledge and 
competence for all members of the profession 

In accounting for example, this includes the theory and practice of financial accounting, 
management accounting, auditing, and accounting/business information systems. It also 
involves knowledge of elements of the law (such as commercial law, corporate law, 
taxation law), economics and quantitative methods. 

Extensive 
education 
process for its 
members 
 
p13 

Knowledge that is not generally obtained by members of the general public 

Ongoing professional development requirement 

To become a member of a profession, individuals must go through an extensive period 
of education, including an examination process. There are probably also requirements 
for continuing professional education and development after entry to membership. 

Ideal of service 
to the 
community 
 
p13 

In exchange for the monopoly power 

Power to be used in the public interest 

Lack of adherence (erosion of public trust) may lead to reductions of autonomy, 
authority and reputation 

The wellbeing of society: enable the efficient and orderly functioning of business, not 
for profit and govt enterprises. Support better decision making 

Pursuit of excellence: performance of the professional (build skills etc) 

Community service: provide time and skills pro bono 

A profession presents itself as a body of people who have an ideal of providing a service 
to the community that focuses on the well-being of society, the pursuit of excellence, 
and community service, including philanthropy. Professionals take the same degree of 
care, skill and responsibility in unpaid as paid work. Public trust in a profession is based 
largely on this service ideal. 

High degree of 
autonomy and 
independence 
 
 
p14 

Self regulation / co-regulation 

The extent of autonomy will depend on the consistent demonstration of ethical and 
professional standards 

Because of its competence in a specific area of expertise, a profession is generally still 
allowed a large amount of autonomy, with small amounts of external regulation, so that 
the profession is able to establish its own standards of practice. These features 
historically led to self-regulation in the profession, and a high degree of discipline. 
Although self-regulation is being replaced with co-regulation following recent scandals, 
the onus is still on the individual accountant to have a self-principled, ethical and 
responsible approach. 

Code of ethics 
for members 
 
p15 

Sourced from APESB 2013, various other APES statements, constitution of CPA Australia, 
relevant legislation. 

Global markets have different views of what is ethical (e.g. bribes) 

A profession has its own formal code of ethics for members. For example, CPA Australia 
members must comply with APES 110: Code of Ethics for Professional Accountants. 

Distinctive 
ethos or 
culture 

Values, norms and symbols 

Members need to become part of the ethos – enables it to grow and evolve over time 
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p16 

A profession also has a distinctive ethos or culture. Doctors have a culture of promoting 
health and protecting life. Lawyers have an ethos of upholding the law. Accountants 
have an ethos of integrity in business dealings and acting in the public interest. 

Application of 
professional 
judgement 
 

Key is the ability to diagnose and solve complex, unstructured values-based problems of 
the kind that arise in professional practice 

When exercising judgement, must choose the outcome that professionally best meets 
the social ideal of professions – rather than merely the best outcome for the client at 
that moment (ability to make decisions based on values is distinguishing factor)  

Based on an awareness of the uncertainty, complexity, instability, uniqueness and value 
conflict surrounding problems encountered in practice. 

Examples of professional judgement 

• Making decisions about workflows and staff recruitment needs 
• Making staff selection decisions and choosing accounting team member roles 
• Advising clients on business decisions 
• Advising managers of accounting information relevance for business decisions 
• Planning for all types of professional assignments 
• Interpreting accounting standards and other professional pronouncements 
• Identifying business and audit risks 
• Making assumptions in forecasts and estimates 
• Placing quantitative assessments on future liabilities for clients and others 
• Setting and revising budget parameters 
• Exercising judgement on the adequacy of non-financial information to be 

disclosed 
• Developing and assessing costing methods 
• Assisting in the strategic direction of clients. 

 
Key judgements required in auditing: 

1. Identify ‘those charged with governance’ in organisation 
2. Deciding whether reasonable assurance of limited assurance is possible 
3. Ensuring the budget for the audit is sufficient 
4. Deciding on an audit plan – ensuring ‘sufficient audit evidence’ has been 

identified 
5. Deciding whether the evaluation of results is appropriate and ensuring the 

conclusions are soundly based.  
Existence of a 
governing body 
 
 
p17 

One or more governing body drawn from the membership on a fully democratic basis. 

Will speak for the profession as a whole, apply standard setting and oversight, 
disciplinary sanctions (power to control a member’s activities), ensure high standards of 
performance 

Body must be credible in the eyes of members and the public and regulate behaviour 
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The Profession’s Regulatory Process p18 

Accounting Professional and Ethical Standards Board p18 

 
 
The APESB was established in 2006 as an independent board by CPA Australia and the Institute of Chartered 
Accountants in Australia. The Institute of Public Accountants (formerly the National Institute of Accountants) 
joined later in 2006. The APESB is now independent of these bodies though each of them is a member of the 
board. 

– APESB standards are mandatory for all members of the three Australian accounting bodies. 
– APES 110 is the Code of Ethics for Professional Accountants, issued by the APESB. 

 
APESB fulfils its role by: 

- Reviewing professional and ethical standards on a yearly cycle, and monitoring the nees of the 
accounting profession and the public for areas requiring new or updated professional or ethical 
standards 

- Reviewing the implementation of new and amended professional and ethical standards within six 
months of issue 

- Referring matters to the secretariat for research, direction and amendment 
- Seeking comments on exposure drafts for proposed standards from the public, the professional 

bodies and their members 
- Monitoring the effectiveness of professional and ethical standards. 

 
The quality assurance process p19 

Multi level regulatory framework for the profession: 
- Setting standards 
- Ensuring conformity with standards (APES 205, APES 210) 
- Practice reviews  
- Quality control for firms (APES 320) 

 
Standard setting p19 
 
Responsibility for setting accounting standards rests with the Australian Accounting Standards Board (AASB), 
and responsibility for setting auditing and assurance standards rests with the Australian Auditing and 
Assurance Standards Board (AUASB). These are independent statutory boards of the Australian government, 
which report to the Financial Reporting Council (FRC). 
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Auditing standards have the force of law (from 2006) and registered auditors have a legal duty to comply with 
them. Although powers over accounting and auditing standard-setting have therefore been transferred from 
the profession to the government authorities, the profession retains a key influence over ethical and 
professional standards. 
 
Ensuring conformity with standards p19 
 
APES 205 and APES 210 are two other, complementary standards. 

– APES 205 Conformity with Accounting Standards requires accounting standards to be applied in 
relation to the preparation of general purpose financial statements. 

– APES 210 Conformity with Auditing and Assurance Standards requires auditing and assurance 
standards to be applied to auditing and assurance engagements. 

 
APES 205 and APES 210 require compliance with the accounting and auditing standards, but do not impose any 
additional technical requirements. 
 
Practice Reviews p19 
 
There is a multi-level regulatory framework for quality assurance. The profession sets standards and ensures 
conformity. To carry out public practice, practice reviews are required annually, providing signed assurance 
that the quality control procedures are being complied with. 
 
Reviewers appointed by CPA Australia visit public accounting firms and meeting with partners. These reviews 
occur on a 5-year cyclical basis. 
 
Accounting firm regulation p19 
 
A firm should have policies and procedures that provide it with reasonable assurance that engagements are 
performed in accordance with regulations and professional standards, and achieve consistency in quality. 
 
APES 320 Quality Control for Firms was issued in 2006. It sets standards for a system of quality control, for 
firms and members in public practice. Its purpose is to promote high standards of ethical conduct and quality 
in the provision of professional accounting services. 
 
The basic requirements of APES 320: 

– A firm should have a system of quality control that provides it with reasonable assurance that the firm 
and its employees comply with professional standards (and applicable legal and regulatory 
requirements). 

– Firms are required to achieve certain standards in six elements of their quality control system. 
 
APES 320 Quality control in firms– policies and procedures addressing the following: 

1. Leadership responsibilities for quality within the firm: develop internal culture focused on quality 
2. Ethical requirements: to assure that management and staff adhere to ethical requirements 
3. Acceptance and continuance of client relationships and specific engagements: assessment of the 

integrity of the client and its ability to perform the engagement 
4. Human resources: ensure there is enough staff with the capability and commitment to perform 

engagements 
5. Engagement performance: assurance engagements are performed in accordance with professional 

standards and regulatory / legal requirements 
6. Monitoring: ability to evaluate firm’s system of quality control, including periodic inspections of 

completed engagements and documentation. 
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Professional discipline p20 

 

 
 
Type of complaint include: 

- Obtaining membership by inappropriate means 
- Breaching the Constitution, bylaws or Code of Professional Conduct 
- Dishonourable practice or conduct that is derogatory to CPA members 
- Failing to observe a proper standard of professional care, skill or competence 
- Becoming insolvent 
- Being found to have acted dishonestly in any civil proceedings 

 
Penalties can include forfeiture of membership, suspension for up to 5 years, a fine, reprimand, lowering of 
status or removing special designation etc.  
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