CORPORATE GOVERNANCE AND ACCOUNTING ETHICS
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B asses the values and beliefs that shape their dec sion-making
oncept: wthics is grounded in the idea that accountants have 8 duty 1o act
v, fairly, and pro fessionally in their work. It involves adhering to ethical pﬁﬁﬂﬂu-fuuh'

as infegrity, objectivity, professional competence, confidentiality, and professional hm_m?t_.r.
Purpose: The primary purpose of accounting ethics is to ensure the credibility and reliability
of financial information. By adhering to ethical standards, accountants help to maintain public
ﬂ]:: financial reporting process and promote transparency in business tran sactions.
ance of Accounting Ethics
2 ethics is crucial for several reasons:
¢ Ethical behaviour builds public trust in t
tial for a healthy economy. e
on-Making: Accurate and reliable financial information is vital for informed decision-
cing by investors, creditors, and other stakeholders.
ntability: Ethical accounting practices ensure that organi
cial performance and stewardship of resources.

snal Reputation: Adherence o ethical standards protects
g profession and individual accountants.

d Consequences of Unethical Accounting Practices
accounting practices can be caused by various factors, including: Pressure to Meet

i § When organizations face pressure 10 achieve unrealistic financial goals,
;}_is . a temptation to manipulate accounting records.
Leadership: A culture of unethical behaviour can develop if leadership does
tical conduct. Weak Internal Controls: Inadequate internal controls can create
unethical practices to occur. The consequences of unethical accounting

in be severe, including:
0851 Hnﬂl:iun!pmﬂmum tead to financial losses for investors, creditors, and

he financial reporting process, which is
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Professional Codes of Conduct: Professional accounting organizations, such as the .-ﬂm‘fencan
stitute of Certified Public Accountants (AICPA). develop codes of conduct that outline the

principles that members are ex pected to follow.
Controls: Organizations implement internal controls to prevent and detect unethical

aniling practices. These controls include segregation of duties, regular audits, and whistle-

tion policies.
pal Audit/Control and Ethics 1
‘sudit functions play a crucial role in promoting ethical behaviour within organizations.

b ; ors arc responsible for assessing the adequacy of internal controls and identifying
' They can also help to promote a culture of ethical conduct by providing
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_ ftraining to employees.
gmeworks of Accounting |
ethical frameworks can guide the decision-making of accountants. These include:

Snism: This framework focuses on maximizing overall happiness Eﬂdl\'-'ﬂ“-bﬂiﬂﬂ-
! ts can use this approach to consider the potential consequences of their actions on
jouns stakeholders. |

tology: This framework emphasizes duty and obligation, Accountants can use this
sroach to consider whether their actions are consistent with moral principles and rules.

ue Ethics: This framework focuses on developing good character traits. Accountants can

reative Accounting Practices

itive accounting practices are those that manipulate accounting rules to achieve desired
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financial results. While creative accounting can be used to present a more favourable fi
~ picture, it can also be unethical and misleading.

Ethical Threats and Safeguards

Accountants face various ethical threats, including:

Self-Interest; The pursuit of personal gain can compromise ethical judgment.
Self-Review: Accountants may have difficulty evaluating their own work objectively.
Advocacy Threat: Accountants may feel pressure to represent their clients' interests in a way
that compromises their objectivity.

Familiarity Threat: El;iaa&-[elaﬁnnships with clients can impair objectivity. :
Intimidation Threat: Accountants may face pressure from clients or others to compromise their
ethical standards.
To mitigate these threats, accountants can implement safeguards such as:
Professional Competence: Maintaining professional competence through continuing education
can help to ensure that accountants are equipped to handle ethical challenges.
Independence: Maintaining independence from clients can help to protect objectivity.
QudﬂyCmﬁuI}ImpIﬂnmﬂngqunmy control procedures can help to ensure that accounting
‘work i performed in accordance with cthical standards.
Peer Review: Peer reviews can help to identify and address potential ethical issues.

Whistle-blower Protection: Protecting whistle-blowers can encourage them to report unethical
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s are relevant for ensuring accountability and transparency in

ral accounting standard

"'I;, ] ml reporting. These include: :
Interna nnal Fmannial!ﬁepamng Standards (IFRS): A set of global nuﬁﬁﬂiiting standards that.
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