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* This publication addresses Professional Accountants In Business (PAIBs). Installment 9 will
address this topic relative to auditors and other professional accountants in public
practice.

* The acknowledgment of duty to act in the public interest is a distinctive feature of the
accountancy profession. Professional accountants may encounter instances in which they
discover or suspect that their employer or a client is in non-compliance with laws and
regulations.

* In 2016, the IESBA issued guidance on responding to NOCLAR and added amendments to
sections 225 and 360 in the IESBA's Code of Ethics for Professional Accountants.

* NOCLAR (Non-compliance with laws and regulations) is defined as conduct by an
employee, management or governance of a client company that, intentionally or
unintentionally, results in a violation of laws and regulations, has a direct impact on the
material amounts or disclosures in the client's financial statements, or has a material
impact on the operations of the client company.

* This new standard sets a measuring stick for global accountants in ethics and
professionalism. It is worth noting that for the first time, this new standard explicitly

allows accountants to set aside the duty of confidentiality when responding to
NOCLAR.
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* Under these circumstances, taking action on a timely basis is required by the PAIB in light
of the nature of the situation and the potential harm to the employing organisation,
investors, creditors, employees, and the general public. The PAIBs must:-

* understand and comply with the Code and any legal or regulatory provisions in their
jurisdiction that differs from or go beyond those in the Code. For example,
requirements to report the matter to authorities or prohibitions on notifying the
employing organisation that action is being taken.

* take into account any current norms and processes within their organisation that
provide direction on how to deal with NOCLAR (e.g., ethics and whistleblowing
policies).

* The fundamental principles of integrity and
professional behaviour of the Code compel
accountants to respond appropriately to non- NON
compliance with laws and regulations COMPLIANCE
(NOCLAR) by putting the public interest first. /

s Y

* NOCLAR does not impose an obligation to PAIBs to disclose a non-compliance, or
suspected non-compliance to authority when there is no legal obligation to do so.

* However, PAIBs must comply with the relevant NOCLAR requirements and consider
whether a disclosure to an appropriate authority is an appropriate course of action in the
circumstances.
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Examples of Relevant Laws and Regulations
that may be Involved .

* Fraud, corruption and bribery

* Banking and other financial products/services

* Data protection

* Environmental protection

* Securities markets and trading

* Money laundering, terrorist financing and
proceeds of crime

* Tax and pension liabilities/payments

* Public health and safety

NOCLAR Response Framework

1) Becomes aware of NOCLAR or suspected NOCLAR
‘ 2) Obtain an understanding of the matter
’ \i\ 3) Discuss the matter
&*(} ¢ \\_\f 4) Determine whether further action is needed
) If applicable, decide on appropriate further action,

67

for example, to disclose the issue to the appropriate

authority
' 6) Documentation
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(set aside the duty of confidentiality).
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* When you apply the content in our videos and publications as a reference, you need to:

v" check the information contained therein, whether it’s up-to-date, accurate and
complete, and

v seek your independent professional advice because the scope and extent involved
in each case are different.

For further consultation, please contact:

Chin Chee Seng
Partner

+6012 365 4331
cschin@ccs-co.com

Wong Woei Teng
Audit Partner

+6017 237 8233
woeiteng@ccs-co.com

Jared Low
Assurance Director
+6018 763 4813
jared@ccs-co.com
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