\ JMC vLearning

"your virtual learning partner”

Code of Ethics

AAT Level Il
Financial Controls & Audit (FCA)

Nilantha Weerasinghe
ACA, B.Sc. (Accounting & Finance)

m E6ami nedmnéd dssNNG %
JAYASEKERA MANAGEMENT CENTRE (PVT) LTD

JMC Jayasekera Management Centre (Pvt) Ltd
Pioneers in Professional Education
65/2A, Chittampalam Gardiner Mawatha, Colombo 02 | T: +94 112 430451 | E: info@jmc.lk | F: +94 115 377917



CODE OF ETHICS

(THINK — I RESPECT A PERSON WHO RESPECTS ME WHEN

01.

02.

03.

I’M NOT AROUND)

Introduction

The Code of Ethics and Conduct is binding on all members of ICASL, and any partner (or
director) in an ICASL. However, it is also binding on the staff of such a practice, regardless of
whether or not they are members of ICASL or any other professional body.

Fundamental ethical principles
The Fundamental Principles set out the obligations placed on all members, whether or not
they are in practice. The five principles are set out below:

= |ntegrity —to be straightforward and honest in all professional and business relationships.

=  Objectivity —to not allow bias, conflict of interest or undue influence of others to override
professional or business judgments.

= Professional competence and due care — to maintain professional knowledge and skill at
the level required to ensure that a client or employer receives competent professional
services based on current developments in practice, legislation and techniques and act
diligently and in accordance with applicable technical and professional standards.

= Confidentiality — to respect the confidentiality of information acquired as a result of
professional and business relationships and, therefore, not disclose any such information
to third parties without proper and specific authority, unless there is a legal or
professional right or duty to disclose, nor use the information for the personal advantage
of the professional accountant or third parties.

=  Professional behavior —to comply with relevant laws and regulations and avoid any action
that discredits the profession

Threats

Threats may be created by a broad range of relationships and circumstances. When a
relationship or circumstance creates a threat, such a threat could compromise, or could be
perceived to compromise, a professional accountant’s compliance with the fundamental
principles. A circumstance or relationship may create more than one threat, and a threat may



affect compliance with more than one fundamental principle. Threats fall into one or more of
the following categories:

Self-interest threat — the threat that a financial or other interest will inappropriately
influence the professional accountant’s judgment or behavior;

Self-review threat — the threat that a professional accountant will not appropriately
evaluate the results of a previous judgment made or service performed by the
professional accountant, or by another individual within the professional accountant’s
firm or employing organization, on which the accountant will rely when forming a
judgment as part of providing a current service;

Advocacy threat — the threat that a professional accountant will promote a client’s or
employer’s position to the point that the professional accountant’s objectivity is
compromised,;

Familiarity threat — the threat that due to a long or close relationship with a client or
employer, a professional accountant will be too sympathetic to their interests or too
accepting of their work; and

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

04. Safeguards

Safeguards are actions or other measures that may eliminate threats or reduce them to an
acceptable level. They fall into two broad categories:

Safeguards created by the profession, legislation or regulation; and
Safeguards in the work environment.

Safeguards created by the profession, legislation or regulation include:

Educational, training and experience requirements for entry into the profession.

Continuing professional development requirements.

Corporate governance regulations.

Professional standards.

Professional or regulatory monitoring and disciplinary procedures.

External review by a legally empowered third party of the reports, returns,
communications or information produced by a professional accountant.



Examples of firm-wide safeguards in the work environment include:

= Leadership of the firm that stresses the importance of compliance with the fundamental
principles.

= Leadership of the firm that establishes the expectation that members of an assurance
team will act in the public interest.

=  Policies and procedures to implement and monitor quality control of engagements.

= Documented policies regarding the need to identify threats to compliance with the
fundamental principles, evaluate the significance of those threats, and apply safeguards
to eliminate or reduce the threats to an acceptable level or, when appropriate
safeguards are not available or cannot be applied, terminate or decline the relevant
engagement.

= Documented internal policies and procedures requiring compliance with the
fundamental principles.

= Policies and procedures that will enable the identification of interests or relationships
between the firm or members of engagement teams and clients.

= Policies and procedures to monitor and, if necessary, manage the reliance on revenue
received from a single client.

= Using different partners and engagement teams with separate reporting lines for the
provision of non-assurance services to an assurance client.

= Policies and procedures to prohibit individuals who are not members of an engagement
team from inappropriately influencing the outcome of the engagement.

=  Timely communication of a firm’s policies and procedures, including any changes to
them, to all partners and professional staff, and appropriate training and education on
such policies and procedures.

= Designating a member of senior management to be responsible for overseeing the
adequate functioning of the firm’s quality control system.

=  Advising partners and professional staff of assurance clients and related entities from
which independence is required.

= Adisciplinary mechanism to promote compliance with policies and procedures.

= Published policies and procedures to encourage and empower staff to communicate to
senior levels within the firm any issue relating to compliance with the fundamental
principles that concerns them.

Examples of engagement-specific safeguards in the work environment include:

Having a professional accountant who was not involved with the non-assurance service
review the non-assurance work performed or otherwise advise as necessary.

Having a professional accountant who was not a member of the assurance team review the
assurance work performed or otherwise advise as necessary.

Consulting an independent third party, such as a committee of independent directors, a
professional regulatory body or another professional accountant.

Discussing ethical issues with those charged with governance of the client.

Disclosing to those charged with governance of the client the nature of services provided
and extent of fees charged.

Involving another firm to perform or re-perform part of the engagement.

Rotating senior assurance team personnel.



Examples of safeguards within the client’s systems and procedures include:

The client requires persons other than management to ratify or approve the
appointment of a firm to perform an engagement.

The client has competent employees with experience and seniority to make managerial
decisions.

The client has implemented internal procedures that ensure objective choices in
commissioning non-assurance engagements.

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



