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need to have in place to ensure the effective monitoring of compliance with applicable corporate reporting 

 





vINTRODUCTION

INTRODUCTION

This volume of the International Accounting and Reporting Issues series is focused on the interrelated topics 

guidance issued by international and regional bodies and selected national good practices and discusses the 

case study provides an overview of the general economic setting and corporate reporting environment of the 

and assurance standards and codes of professional conduct and other applicable professional membership 
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CHAPTER I. KEY FOUNDATIONS FOR HIGH-QUALITY 
CORPORATE REPORTING: GOOD PRACTICES OF MONITORING 

AND ENFORCEMENT, AND COMPLIANCE MECHANISMS

A. INTRODUCTION AND 
BACKGROUND

1 

Accounting Development Tool scores of three sample 

corporate reporting has emerged over the last two 

comprehensive approach to ensure the establishment 

their proper implementation by companies and audit 

professional accountants as persons who are 

Different studies have shown evidence of the positive 

impact of enforcement on corporate transparency 

two directives issued in the European Union to reduce 

and enforcement were stronger in countries with 

1

2 

of International Financial Reporting Standards (IFRS) 

were seen in countries that increased their accounting 

enforcement activity at the time of the adoption of 
3

accounting enforcement was crucial to the application 

of IFRS and that the effectiveness of adoption of IFRS 

might be hampered by differences in institutional 
4

of Independent Audit Regulators and International 

standards and guidelines have been issued with regard 

2

 

3

Journal of 
Accounting and Economics

4

Journal of Business 
Finance and Accounting

pdf
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information and coordination were developed by 

the Committee of European Securities Regulators 
5

6

awareness of good practices and of studies and 

guidance on the implementation of international 

process for professional accountants and licensing 

mechanisms for audit professionals  and face many 

5

6

 The International Auditing and Assurance Standards 

This chapter was prepared by UNCTAD to facilitate 

and guidance issued by international and regional 

to the implementation of accounting and audit 

reporting are not included as further research is 

B. DEFINITIONS AND MAIN 
ELEMENTS OF THE MONITORING 
OF COMPLIANCE AND 
ENFORCEMENT

coordination mechanisms with other areas of 

legislation and regulation and other authoritative 

as at the regional level if regional enforcement 
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breaches of laws and regulations and to deter 

be understood in a broader manner through the 

inclusion of compliance as part of the enforcement 

be interpreted broadly enough to encompass 

 

The principles do not prescribe any specific model 

a consideration of the legal system in which a 

measures when infringements are discovered during 

the enforcement process in accordance with the 

rules applicable under the transparency directive and 

10

pdf

 

10

and enforcement refers to the action of obliging 

implementation of sanctions when violations are 

is to contribute to a consistent application of the 

consistency and transparency are important for 

increasing supervisory convergence in a region and in 

raised in the consultation process preceding the 

of ensuring that an enforcer does not assume some 

standard setter and audit functions while avoiding 

elements in a reporting chain should fall under the 

consider the following as attributes of institutional 

11 Additional factors include 

12 The 

11

12

Journal of Ac-
counting Research
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13 (Compliance with reporting 

particularities of this topic are beyond the scope of 

basis and be carried out by competent administrative 

securities regulation that in an effective and credible 

(a) Detect suspected breaches of law in an 

effective and timely manner

investigation

(d) Demonstrate that it has programmes in place 

its activities

correcting any violations

IOSCO also states that it is not necessary that 

responsibility for all aspects of enforcement of 

some direct oversight responsibility for their respective 

system should include a set of enforcement actions such 

states that regulators must demonstrate that there are 

13

action against unlicensed persons in conducting 

securities transactions or referral of such activities to 

to develop a set of indicators to assess the impact 

of implemented actions and to identify gaps and 

14

The Accounting Development Tool includes several 

15

16

areas are discussed in more detail in section C of 

14

15

pdf
16 Accounting Development Tool: Build-

ing accounting for development
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C. MONITORING OF COMPLIANCE 
AND ENFORCEMENT OF 
CORPORATE REPORTING 
REQUIREMENTS, AUDITING 
REQUIREMENTS AND 
QUALITY ASSURANCE 
AND REQUIREMENTS FOR 
PROFESSIONAL ACCOUNTANTS

1. Monitoring of compliance and 
enforcement of accounting and 
corporate reporting requirements

functions performed by independent regulators to 

information with accounting standards and the 

on listed companies and public interest entities 

the insurance sector represent the authority in charge 

two separate institutions participate in the related 

system is the methodology for selecting the companies 

probability of infringements and the possible impact 

Box 1. Two-tier enforcement system for companies in Germany

or based on random 



6 INTERNATIONAL ACCOUNTING AND REPORTING ISSUES: 2014 REVIEW

Another important decision to be made is the 

or a combination of unlimited scope and focused 

information (previously called a full review) is the 

to identify issues or areas that need further analysis 

(a) Reviewing annual and interim consolidated 

issues

(d) Referring matters to the bodies responsible 

information

(e) Identifying sectorial accounting issues

accounting treatment is not acceptable and a material 

misstatement20

statements or public corrective notes or other public 

announcements and the addition of corrections to 

20

companies may be selected several times 

every seven years

21

study on the enforcement of accounting standards in 

22

2. Monitoring of compliance and 
enforcement of auditing requirements 
and quality assurance

21

22

Euro-
pean Accounting Review
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established an audit profession oversight body had an 

23 Their study 

In many countries oversight is mainly directed to audit 

other countries broaden the focus to include public 

while on the other hand there is the advantage of 

having the direct ability to sanction individuals and 

prevent those that have been sanctioned while at 

Independent Audit Regulators has established a set 

of core principles for independent audit regulators 

24 

The principles state that a system of audit oversight 

can only be effective when certain preconditions 

governance arrangements and effective educational 

and training arrangements for accountants and 

Effective oversight of those performing audit services 

before being licensed to perform audits

23

Cross-Cultural Management: An Interna-
tional Journal

24 Available at 

maintained

auditors or a professional body acting as 

the oversight body but overseen by a higher 

authority

Independent audit regulators are normally in charge of 

(a) Conducting regular reviews of audit procedures 

(b) Addressing other matters such as professional 

audit services

(c) Disciplinary activities

cases there is a separate panel in charge of such 

activities while in others regulators conduct such 

new era of audit activities by ending over a century 

25 

The Act introduced several changes concerning audit 

have since followed the initiative of the United States 

25
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26

standard setting and continuing professional education 

(b) Appointment of an inspection team with 

26

available at 
 

a procedure that ensured that there were 

of compliance with applicable auditing 

Box 2. The United States Public Company Accounting Oversight Board

26
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Oversight bodies should have timely and effective 

mechanisms for obtaining and processing relevant 

information and enforcement powers to ensure that 

including the ability to impose a range of sanctions 

Audit Regulators states that the reporting procedures 

of audit regulators should include a draft inspection 

different approaches are followed by different 

regime to overseas auditors of SEC registrants and 

it grants certain countries approval to conduct their 

own audit oversight functions after having evaluated 

large corporations whose accounts are prepared in 

accordance with national and international accounting 

 The remaining public interest 

out with the assistance of the Institute of Singapore 

conduct their operations as sole proprietorships and 

30

depending on the number of their reporting issuer 

3. Monitoring of compliance and 
enforcement of requirements for 
professional accountants

A series of changes in the regulation of professional 

regulation with public oversight from an independent 

become more common in particular for professional 

Regulatory Authority is the national regulator of 

 (accessed 

available at 
 

30 
 

 (accessed 
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31 IFAC stressed the role of 

regulation of the profession is performed by a 

implementation of international standards and 

information about the regulatory and standard setting 

convergence with the code of ethics of the International 

31

 

 

development is necessary to ensure that 

and constant monitoring by a government or 

Accountants of South Africa has an ethics 

committee in charge of conducting an ongoing 

review of the code of professional conduct to 

ensure its relevance to current practice and 

of considering matters related to professional 

performing investigations and imposing 

sanctions depending on the gravity of an 

legal support for professional accountancy 

of Accountants in Chile cannot impose 

its standards or oblige all professionals to 

32 IFAC conducts a 

series of activities to strengthen professional 

32 International Accounting and Report-
ing Issues: 2013 Review
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33

Development Tool contains indicators and related 

comply with the statements of membership 

D. MAIN CROSS-CUTTING 
CHALLENGES IN THE 
IMPLEMENTATION OF STANDARDS 
AND GOOD PRACTICES

1. Independence

Independence allows regulators and supervisory 

33

available at 

The core principles of the International Forum of 

that audit regulators should have arrangements in 

place to ensure that inspectors are independent of the 

Commission states that a system of public oversight 

be operationally independent and accountable in the 

2. Funding

IOSCO states that regulators should have a 

varies according to the policy priorities and budgetary 

The International Forum of Independent Audit 

regulators to have a stable source of funding that 

included a levy on listed companies and/or 

fees assessed on public companies in proportion 

dealers based on their net capital in and outside 

a registration fee and an annual fee from each 

the level of public resources that a country allocated to 
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34

3. Balance between transparency and 
confidentiality

their procedures and resolutions need to be transparent 

and in many cases this means that information must 

of Independent Audit Regulators states that audit 

regulators should have public accountability in the 

use of their powers and resources to ensure that 

transparency should include the publication of annual 

provide information to the public on their enforcement 

4. Staff competency

maintain professional capacities at the highest level of 

prosecutors should have a full set of legal and 

34

Jour-
nal of Financial Economics

 

35

only understaffed but also not able to hire personnel 

It is also important that enforcers establish professional 

standards and sanctions to be followed by their 

Regulators states that audit regulators should have 

their governing bodies and staff and to ensure that 

5. Cooperation and coordination

Cooperation and coordination are critical to ensure 

the same type of conduct and product generally 

important to have coordination with regard to sharing 

pilot tests of the Accounting Development Tool show 

the Association of Southeast Asian Nations Audit 

36

Independent Audit Regulators states that audit 

conducts cooperation efforts and has published a 

35

36

available at 
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cooperation within the European Union between 

the competent authorities of member States with 

each member State designates a single competent 

authority as a contact point for the sharing of 

The principles of IOSCO address measures 

concerning the sharing of information and the 

types of assistance between a regulator and its 

European Union member States and two countries in 

European enforcers share and compare their practical 

database as a platform for sharing information on a 

E CONCLUSION

To ensure the proper implementation of international 

they should be independent while remaining 

at national levels and collaboration with other 

building activities to strengthen legal and institutional 
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Figure Accounting Development Tool scores for three sample countries

APPENDIX I.1  ACCOUNTING DEVELOPMENT TOOL SCORES FOR THREE 
SAMPLE COUNTRIES

A-1  Financial Reporting
and Disclosure

A-2 Audit
A-3 Environmental, social and

governance reporting

A-4 Corporate reporting requirements,
enforcement , monitoring of

implementation and compliance

A-5 Licensing  of auditors

A-6 Corporate governance

A-7 Ethics

A-8 Investigation, discipline
and appeals

B-1 Financial reporting standards,
institutional aspects

B-2 Audit standards
- institutional aspects

B-3 Environmental, social, and governance
reporting - institutional aspects

B-4 Compliance monitoring and aspects
enforcement - institutional aspectsB-5 Audit regulation - 

institutional aspects

B-6 Coordination

B-7 Ethics - institutional aspects

B-8 Accountancy profession -
institutional aspects

C-1 Professional education
and training

C-2 Professional skills and
general education

C-3 Assessment of accountancy
capabilities and competencies

C-4 Practical experience
requirements

C-5 Continuing professional
development

C-6 Advanced level and specialized
training after initial professional

development

C-7 Regulators and others in the
reporting nancial chain

C-8 Requirements for accounting technicians

Country A Country B Country C



CHAPTER II. CASE STUDY: AUSTRALIA

accounting and reporting standards and codes in 

 Section A provides a brief introduction 

to the economic setting and the structure of the 

compliance in relation to the auditing and assurance 

activities of professional accounting bodies (Chartered 

A. INTRODUCTION

This section provides information about the 

assistance and her professional colleagues for advice 

1. Economic setting

over the past 15 years) and the unemployment rate is 
40 The economic wealth of Australia 

41

2. Government and legal system

legal system of the states and territories and in turn the 

Commonwealth was based on the English common 

42

40

41

at 

42
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have the power to create laws affecting how business 

43

places in a setting underpinned by democratically 

elected governments and a strong independent legal 

the top 10 countries for measures such as rule of 

law and control of corruption and among the top 20 
44

3. Equity market and financial system

45

is the eighth largest in the world and the second largest 

currency and the Australian dollar/United States dollar is 

46

43

44

45

46 Annual Report 2013

 The role and 

Financial institutions are licensed and supervised by 

4. Financial reporting framework

to the activities of bodies to ensure compliance with 
50

 (accessed 

50

(principle eight) and comprehensive enforcement pow
ers (principle nine) and state that the regulatory system 
should ensure the effective and credible use of inspec

ers and the implementation of an effective compliance 
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Rule-makers: Government, stock 
exchange, standard setters and 
professional accounting bodies

Several parties have issued regulations affecting the 

statements must be audited in accordance with 

auditing standards issued by the Australian Auditing and 

practice is guided by the standards of the Accounting 
51

has also issued corporate governance principles 

and guidance to set out recommended corporate 

52 The professional accountancy 

regulations and professional guidance statements that 

Companies, directors and officers of 
reporting and non-reporting entities

large proprietary companies and small proprietary 

companies controlled by foreign entities to lodge an 

in reports are prepared in compliance with Australian 

51

ing and Assura

 and 

52 Corporate 
Governance Principles and Recommendations

must ensure that reports comply with accounting 

53 

compliance with all Australian accounting standards 

54

55

53

nancial reports for information which will be useful to them 

available at  
 (accessed 

54 Preparation of Fi-
nancial Statements by Public Sector Entities

providing a mechanism whereby better practices em

derstanding of the public sector as well as areas where 
 

 and 

55

 

mote the reduction of unnecessary regulatory obligations 
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report under the Corporations Act and cooperatives 

Rule enforcers: Auditors, professional 
accounting bodies, government 
oversight bodies and regulators

There are several parties involved in the enforcement 

given by law or through professional accounting 

of accounting standards56 and this is the situation in 

large companies limited by guarantee (annual revenue 

Under the Corporations Act

report complies with the accounting standards 

(b) Conduct the audit in accordance with auditing 

professional standards) and give the 

independence declaration of directors and 

(d) Report certain suspected contraventions of 

the Corporations Act to ASIC (subsection 311)

56

 

60 

has the power to regulate the information asymmetry 

problem by setting and enforcing standards of 

prudential behaviour for all institutions involved in 

61

B. MONITORING COMPLIANCE 
WITH THE FINANCIAL 
REPORTING FRAMEWORK

Other parties involved in activities that may affect 

1. Australian Securities and Investments 
Commission

62

entities within it in the interests of commercial 

60

61

62 
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system

(c) Administer the law effectively and with a 

bodies available to the public as soon as 

practicable

law

consumer protection under 10 separate legislative 

63

the budget of ASIC for staff and supplier costs was 
64

63

64

priations and other revenue from the Commonwealth 

and auditing falls largely under the second priority (fair 

65 The number of staff involved in 

members were involved in monitoring corporate 

66

the laws of the Commonwealth that confer functions 

money in appropriate circumstances and sometimes 

The approach of ASIC to enforcement follows several 

publishes the outcomes in an ASIC enforcement 

65

66

 For more information about ASIC investigations and en
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Lodgement

ASIC monitors the lodgement of annual reports by 

Review of financial reports

of listed and unlisted entities each year (selected 

entities are reviewed every three years on average and 

unlisted entities with larger numbers of users are 

number of reports reviewed in prior years was 450 in 

regarding the impairment of assets and inappropriate 

Enforcement – financial reporting

The enforcement process follows the review of 

 

reporting about the views of ASIC regarding correct 

Enforcement outcomes – publicity

each in 2012 and 2013) and the issue of enforceable 

signals to all in the business community that ASIC is 

an active regulator and has the ability to successfully 

values and impairment testing in its report on enforce

tive settlement used by ASIC as an alternative to civil court 
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International activities

Enforcement of national law is generally carried out 

national and regional bodies on matters of common 

can learn from each other about issues and problems 

of ASIC and those in other government departments 

regarding policy developments in relation to any areas 

2. Australian Prudential Regulation 
Authority

companies and superannuation funds and is funded 

enforcing prudential standards and practices to 

supervision and monitoring powers and power to act 

 For more information about the international relationships 

 

these matters fall under the Corporations Act and are 

a memorandum of understanding and established 

procedures and communications channels to facilitate 

informal coordinating body that enables the entities to 

3. Australian Securities Exchange

Financial reporting compliance under the Corporations 

to limited carve outs for private and incomplete 

continuous disclosure rules are enforced by ASIC 

 A copy of the memorandum of understanding is available 

 For more information about the Council of Financial Reg
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by the Federal Court for breach of the continuous 

and shareholder groups whose role is to oversee 

companies in relation to corporate governance best 

The principles are not mandatory but apply on the 

governance structure with a separate chair and chief 

use of board committees and greater engagement 

its continuous disclosure obligations under subsection 

briefed analysts about levels of production and capital 

issued recommendations on the corporate governance 

Account-
ing and Finance

C. MONITORING COMPLIANCE 
WITH THE AUDITING AND 
ASSURANCE FRAMEWORK

involved in monitoring audit practices and promoting 

1. Australian Securities and Investments 
Commission

Australia has comprehensive legislative and 

 The main legislation is the Corporations 

the Australian Auditing and Assurance Standards 

ASIC is responsible for the enforcement of audit 

also involved in the process of setting and enforcing 

Amendments to the Corporations Act in the Corporate 

They also brought some areas of regulation of 

accounting bodies) within the ambit of statute 

auditor independence by introducing limits on the 
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Audit firm inspections

the number of registered company auditors was in 

The ASIC audit inspection programme report for 

Aus-
tralian Accounting Review

Abacus

 

obligations on auditors to report breaches of the Cor

matters that they have reasonable grounds to suspect 

reviewed included impairment of assets and other 

auditors did not obtain reasonable assurance that 

Audit inspections are a sensitive matter because audit 

interests to discuss matters in the audit inspection 

and appropriateness of audit evidence obtained by 

effect of these plans will be reviewed in future ASIC 

Audit inspection reports allow ASIC to identify areas 

in which they believe auditors should improve their 

are thus used to inform and educate auditors and 

others involved in the audit function with the aim 
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Education

ASIC has issued several reports aimed at improving 

regulatory guides and a consultation paper related 

on whether ASIC should fundamentally change 

 Another 

initiative was to suggest to the chairs of the audit 

ASIC issued guidance for company directors and 

Enforcement

against any of these parties if they fail to perform 

to professional accounting bodies to enable them 

pdf

to remedy a failure to comply with relevant auditing 

the power to communicate its concerns directly with 

and insurance companies) to publish an annual 

transparency report on their websites outlining the 

 

International activities

Independent Audit Regulators and IOSCO to promote 

 

available at 
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improvements in international auditing and auditor 
100

regulators provide mechanisms to share information 

between members of the International Forum of 

with audit regulators in the European Union whereby 

they may rely on ASIC inspection reports for audit 

Europe or Australian subsidiaries of European listed 
101

2. Financial Reporting Council 

oversight of the process for setting accounting and 

auditing standards and for appointments to both 

102 FRC has 

the effectiveness of Corporations Act provisions 

related to audits and the review and disciplinary 
103 

100

101

with international regulators is available on the ASIC web

102

103 For more information about the role and activities of 

D. MONITORING COMPLIANCE 
WITH CODES OF PROFESSIONAL 
CONDUCT AND OTHER 
APPLICABLE PROFESSIONAL 
MEMBERSHIP REQUIREMENTS

professional bodies are leaders in the education and 

bodies are active in promoting high professional 

1. Education and training

The professional bodies are involved in the education 

universities and other education providers and also 

develop materials in their own right and contribute to 

provides guidance to members when they are confronted 
104

Education and training assists practitioners to comply 

peer review programmes to ensure that high standards 

104 The professional bodies provide details about their edu

gram
ing and 
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2. Quality review programmes

bodies cooperate with ASIC in the implementation of 

of public practice and are registered company 

control policies and procedures in their accounting 

105

106 The programme 

105

106 The reviews are carried out by chartered accountants 

are selected based on their reputation and professional 

how they would address the issues and the practices 

 The report serves to outline 

the role of the Institute of Chartered Accountants 

in Australia in promoting compliance with auditing 

standards and other relevant regulations and in 

the types of reviews that are conducted 

what actions follow from the review are also 

Ethical Standard 320 and Auditing Standard 

 Data 

is presented in aggregate form and individual 

interested parties about the current state of 

practitioners and others to see how practices 

gagements and Related Service Engagements (
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report thus aims to help educate practitioners 

and alert them to areas in which they may 

reviews contribute to upholding professional 

110

3. Disciplinary actions

To ensure that all members uphold the applicable 

professional bodies have formal processes that 

enable complaints about members to be heard and 

111

4. International activities

Each of the professional bodies is involved in a 

from alliances and liaisons with accounting bodies 

110 2011
111

 (accessed 1 

able at  
 (accessed 15 August 

haviour and disciplinary procedures against members 

112

to participate in international developments and also 

imposes various obligations related to professional 
113 The professional 

bodies interact with the international community 

are representatives on several of the boards and 
114 They also interact in a range 

115

entities and professional bodies in other countries to 
116

E. CONCLUSION

112

 
 

113

which are the basis of the IFAC member body compli
ance programme and designed to assist member orga

adoption and implementation of international standards 

114

115

116
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the development and improvement of national 

of law and the monitoring of practice is under the 

standard setting boards and auditors and company 

to ASIC about how standards should be interpreted 

accounting and auditing standards are to be applied 

and its level and direction of activity reflect the 

 ASIC also receives and responds to 

to provide an environment that stimulates and 

enhances economic growth and achieves optimal 

when it is enough to provide support and protection 

 Whether 

the regulatory changes in Australia over the past 

120

121

and introduced further improvements to the 

institutions and the regulation of other entities by 

Australian Accounting Review

penDocument

Abacus
120

121
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122 This approach to regulation 

many methods to encourage desired compliance 

FRC and the professional bodies are active in issuing 

guidance on best practices and providing educational 

materials and training that assist participants in 

enforcement actions and what remedies are open to 

part of maintaining credibility and effectiveness as an 

involved at various levels in international collaborative 

123

122

able at 

123

There is a strong pattern of learning from others 

124

the application of IFRS by listed companies in their 

international collaboration has seen the spread 

many countries now have bodies responsible for 

international cooperation by regulators regarding audit 

is cost effective and that regulatory efforts are not 

approach used in Australia involves many parties and 

brings resources to the monitoring and compliance 

124
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public funding for enforcement and involves other 

entities in matters that are fundamentally important to 

reporting that may be of interest to practitioners and 

people as well as a structure for administration and 
125

Regulation is a political process and effective 

any proposed regulation will achieve its intended 

is useful (such as a memorandum of understanding 

through FRC) and formal and informal processes for 

consultation between parties also assist collaboration 

level of cooperation between government agencies 

and private sector bodies to achieve enforcement 

corporations law related to auditors and audit 

accounting bodies to ensure that each entity focuses 

guidelines for corporate governance that involves the 

125

Another feature of the Australian setting is the 

Australian bodies interact with their international 

Australian operations to developing agencies in 

This case study shows a process of development 

country must determine the regulatory approach 

Continued economic development is important to 

enforcement varies with economic conditions and 
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APPENDIX II.1  PARTICIPANTS IN THE AUSTRALIAN FINANCIAL REPORTING 
FRAMEWORK

126

Government:

126
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APPENDIX II.2 SUMMARY STATISTICS OF AUSTRALIAN 
SECURITIES AND INVESTMENTS COMMISSION OPERATIONS, 

2010–2013

The following table presents a summary of Australian Securities and Investments Commission operations in 

Table Summary statistics of Australian Securities and Investments Commission operations, 2010–2013127

2013 2012 2011 2010

 Year ended 30 June





CHAPTER III. CASE STUDY: BELGIUM

A. INTRODUCTION

develop business relations with foreign contractors 

financial statements are accessible by the public 

information (including annual and interim) of listed 

companies is made available on their respective 

free of charge to an electronic mailing system 

 This case study was prepared for UNCTAD by David 

 (based on data pro

registered auditors and 512 audit firms 

are binding if they relate to standards applicable 

coordinates the activities of the oversight system 
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which is a member of the International Forum of 

Independent Audit Regulators at the international 

130

following the implementation of Directive 2006/43/EC 

approving standards on auditing proposed by the 

Institute of Registered Auditors and following up on 

anticipated cessations of statutory audit engagements

of standards on auditing proposed by the Institute of 

Registered Auditors

including disciplinary investigations

chambers and Advisory and Supervisory Committee 

Applicable accounting, auditing and 
other corporate reporting standards

130 ee the list of International Forum of 

131 

a corporate governance statement in an annual report 

132

B. MONITORING COMPLIANCE 
WITH THE FINANCIAL 
REPORTING FRAMEWORK AND 
STANDARDS AND APPLICABLE 
ENFORCEMENT MECHANISMS

1. Regulatory basis

(for listed companies) and under the relevant legislation 

131

132
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The standard on auditing related to the cooperation 

133 

The Institute of Registered Auditors proposed 

insurance supervisors and after public consultation 

133

2. Institutional setting

Financial Services and Markets 
Authority

created in April 2011 and partly succeeded the 

The Authority is responsible for the supervision of 

providers and intermediaries and supplementary 

mandated to monitor compliance by listed companies 

responsibility for credit institutions and insurance 

European systemic credit institutions (including several 

Figure Public oversight system in Belgium

HCEP
(standards & 
coordination)

CIDT (quality 
assurance & 
investigation)

Minister of 
Economy

(standards)

Disciplinary 
Court of appeal

Disciplinary 
Chamber

ACCOM
(advisory 

committee on 
auditor's 

independence)

Attorney 
General (public

register)
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committee of the Authority and the department of 

also publishes warnings related to failures to comply 

Enforcement decisions by the Financial Services and 

in the database coordinated by the European 

database of enforcement decisions are published on 

National Bank of Belgium

134

134

a transaction may be based on a proposal by an auditor 

C. MONITORING COMPLIANCE 
WITH THE AUDIT AND 
ASSURANCE FRAMEWORK

1. Regulatory basis

the ultimate responsibility of the relevant auditor 

oversight body (Chamber of Disciplinary Transfer and 

engagements with standards on auditing and ethical 

years of the auditors of public interest entities and 

establishes a list of inspectors who will be in charge 

public interest entities are former auditors who no 

accompanied by a comment letter

(b) Recommendations (implying a further review 

review within one year (instead of after the 
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(d) Filing of a procedure before the disciplinary 

authorities (in some circumstances and where 

sanctions

The surveillance procedure consists of analysing the 

of an audited entity) or by the oversight authority (on 

The oversight authority decides on the conclusion of a 

formal investigation (following a proposal by the Institute 

either to close the investigation (without proceeding 

before a disciplinary authority (possibly leading to 

appeal against a decision by the disciplinary court 

perform statutory audit engagements under Directive 

Statutory audits of third-country 
entities listed in Belgium

fact that they perform statutory audits of entities located 

provides an audit report concerning the annual or 

out audits of the annual or consolidated accounts of a 

Area that are not also members of the European Union 

is one of the third countries to which the European 

Commission has granted a transitional period under 

Cayman Islands
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The home country is ordinarily the country where 

that the country of incorporation of the audit client 

should contact the responsible authorities of the 

company incorporated outside the European Union 

or European Economic Area whose transferable 

securities are admitted to trading on a regulated 

European Economic Area within the meaning of point 

European Union or European Economic Area within 

secrecy shall apply to all persons who are employed 

EC or article 2(1)(e) of Commission Decision 2011/30/

secrecy may not be disclosed to any other person 

Some information is stored in the register in electronic 

policies designed to provide reasonable assurance 

description of the procedures necessary to implement 

review under the supervision of a professional body 

a professional body under the supervision of an 

independent public oversight body or an inspection 

by an independent public oversight body in any 

should comprise both an assessment of procedures 

applicable auditing standards and independence 

important to note that this obligation only applies if an 

assurance review either in another member State of 

country considered by the European Commission or 

2. Institutional setting
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responsible for oversight of registered auditors of 

Chamber is a member of the International Forum of 

Independent Audit Regulators and cooperates with 

The registered auditor public oversight system is 

composed of seven members appointed by 

(b) Chamber of Disciplinary Transfer and 

the support of a permanent administrative 

Registered Auditors under the law dated 22 

135

(d) The disciplinary chambers and chambers 

members (three effective and three substitute 

135

formations/annualreports

hosted by the Institute of Registered Auditors

(e) Advisory and Supervisory Committee on 

companies representing an annual contribution 

Process for monitoring and 
enforcement

conducted every three years of the auditors of public 

by inspectors appointed by the oversight authority 

(Chamber of Disciplinary Transfer and Indictment) 

following proposals made by the Institute of Registered 

Assurance Commission (composed of registered 

regarding the ongoing review and has the right to 

The surveillance of registered auditors occurs on the 

the surveillance commission (composed of registered 

auditors) of the Institute of Registered Auditors or the 
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Chamber of Disciplinary Transfer and Indictment may 

initiate an investigation against a registered auditor 

decide whether to close a case involving complaints 

the Chamber decides whether to close a case or bring 

The disciplinary authorities are composed of a 

on the following sanctions in cases of disciplinary 

implying a prohibition to perform audit engagements 

and to use the professional title of registered auditor 

implying a prohibition to perform audit engagements 

An appeal against a decision by a disciplinary chamber 

The members of the oversight authorities cannot be 

136

136

Registered Auditors) and decided to bring 10 cases 

 In the relevant 

under standards on auditing to analyse the internal 

control of an audited entity and establish more 

disciplinary chambers made 12 decisions and the 

authorities and the Institute of Registered Auditors 

secrecy and entitled to share information with others 

Interaction with audit standard 
setters and other regulators

responsible for national and international cooperation 

the Council must consult the Financial Services and 

other auditor oversight authorities in other European 

companies were not appointed to perform statutory audit 
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European member State provided that there is a 

that include trade secrets and other information 

D. MONITORING COMPLIANCE 
WITH CODES OF PROFESSIONAL 
CONDUCT AND OTHER 
APPLICABLE PROFESSIONAL 
MEMBERSHIP REQUIREMENTS

for continuing education is monitored as part of 

(usually combined with infringements of auditing 

provided by the Institute of Registered Auditors 

conduct is contained in the royal decree dated 10 

rules (including compulsory partner rotation after 

independence rules and principles are contained in the 

Under the law on economic professions dated 22 April 

Consultants and members of the Institute of Accounting 

Institute of Registered Auditors and the Institute of 

education standards and the Code of Ethics of the 

Consultants had 25 employees and a total balance 

E. CONCLUSION

applicable standards and codes of corporate reporting 

and international institutions responsible for promoting 

compliance with applicable standards and codes of 

mechanisms and processes discussed in this study 

 For more information on the annual accounts for 2013 of 

nual report and accounts for 2013 of the Institute of Ac
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to the Canadian Institute of Chartered Accountants 

that power has been delegated to various committees 

leading to the creation of the Accounting Standards 

140 There 

registrants are issued on a national basis through the 

140

economic importance and pervasive character of the se

regulation of the securities industry which is the ultimate 

the essentially provincial nature of securities regulation 

concerns remains available and is supported by Cana
dian constitutional principles and by the practice adopted 

 (accessed 

A. INTRODUCTION

This case study provides an overview of how 

accounting and reporting standards are monitored and 

presents a synthesis of the material presented and 

discusses how the different actors in the Canadian 

where the national and provincial governments have 

standards were collected in the Canadian Institute 

Canadian Securities Administrators (through which 
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which a publicly traded entity is only regulated by 

the firm a passport to issue securities in other 

institutes and must therefore practice according to 

oversight of audit firms dealing with publicly traded 

merger of three independent and rival accounting 

entrance standards into the profession and even of the 

programme that prepares candidates is being 

possibility for candidates to choose different career 

responsible for the enactment of criminal law while civil 

Canada is often considered a common law country in 

which imposes different obligations on individuals and 

Country overview

While the Canadian economy weathered the 

economic recovery since then has been relatively 

141

and leasing and management of companies and 

142

141

available at 

142
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representing by far the largest group from any country 

Similar to the situation prevailing in most developed 

privately held enterprises may report according to 

IFRS or a separate set of standards designated as 

have the same option but are also provided with 

B. MONITORING COMPLIANCE 
WITH THE FINANCIAL 
REPORTING FRAMEWORK 

1. Regulatory basis

securities commissions (such as the Ontario Securities 

143 The powers devolved to 

each provincial securities regulator are delineated 

share information through the Canadian Securities 

144 In this 

two of which emanate from its mission statement 

143

144

able at 
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integrity rules regarding trading activity in Canadian 

may discipline member dealers or their employees for 

statements must be prepared in accordance with 

the use of IFRS allows them to avoid reconciliation 

performance metrics (which must be reconciled with 

145 According to 

145

2. Institutional setting 

146

With regard to monitoring compliance with securities 

of cases are heard by an administrative panel of 

and ban individuals from trading or from leadership 

legislation also gives the Commission the authority to 

prosecute accused wrongdoers through the Ontario 

to have perpetrated fraud and other misconduct are 

pursued through administrative proceedings before 

146

 



49CHAPTER IV. CASE STUDY: CANADA

violations of the Securities Act (Ontario) and breaches 

the Commission does not normally recover money for 

It must be noted that the reach of securities regulators 

3. Human and financial resources

The resources devoted to securities regulation are 

mostly derived from fees imposed on securities 

more active initial public offering setting than that in 

 The budgets for the remaining nine provincial regulators 
total less than Can$

Can$

inspections and investigations outside of direct 

150

151

relatively smaller share of their operating budget on 

a much larger proportion of the operating budget 

Strategic Change

150

151

available at  
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152 The large number of publicly 

Canadian regulators devoting more resources to 

4. Process for monitoring and 
enforcement

With regard to the administrative structure of the 

creating and promoting 

staff notices or reports that highlight areas in which 

segments) and International Accounting Standard 36 

Chief Accountant and other operating branches such 

securities regulator relies on complaints from the public 

regulators typically have a dedicated page on their 

page on the Ontario Securities Commission website 

urges investors to contact the Commission if they 

153 The largest regulators 

152

resources/regional/sec
153

 

offer investors formal help in formulating and lodging 

Note: Complaints may be directed to more than one service or 
self-regulatory body. The numbers in the last two rows are not 
directly comparable to the total number of complaints.

-

of complaints more or less matches the relative 

The  indicated in its 

2009–
2010

2010–
2011

2011–
2012

2012–
2013

Table 1 Complaints received by the securities
 regulator in Québec, 2009–2013

Table 2 Number of complaints received by
 the securities regulators in Alberta
 and British Columbia, 2012–2014

2012 2013 2014



51CHAPTER IV. CASE STUDY: CANADA

complaints ultimately referred to one of its services or 

Following an initial assessment of the nature and 

(the national 

police force)

dealers or investment representatives) are referred 

may bring allegations of securities misconduct to a 

and prohibitions of certain activities related to capital 

Can$

individuals and companies for each failure to comply 

isgorgement orders 

may be imposed on respondents to pay the amount 

154

154

 (ac

Securities 

attorney in the United States and state prosecutor in 

Code for offences may include a lengthy term of 

offence under the Criminal Code 

need to be investigated by specialists who span 

For  has 

the 

Ontario Securities Commission

5. Trends 

While an overall picture of enforcement efforts may 
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accompanies violations of other securities laws and 

Securities Administrators do not show any particular 

number of enforcement proceedings initiated rose 

to 

relate to the illegal distribution of securities and the 

With regard to enforcement actions that concluded 

in

respondents following contested hearings (in 

totalled Can$ Can$ million in 

2012 and Can$
155

While there has been progress over the past few 

 authorities 

156 

found reliable evidence that at least 35 Canadian 

155

 

156 A Swindlers: Cons and 
Cheats and How to Protect Your Investments From Them 

most telling illustration of the difference between 

the enforcement regimes in Canada and the 

Enforcement highlighted several of the enforcement 

guilty of fraud and forgery for misstating the 

as well as the length of time before retribution 
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6. Interaction with financial reporting 
standard setters and other regulators

There are formal interactions at various levels between 

Superintendent of Financial Institutions (regulator for 

Securities Commission are currently members of the 

Accounting Standards Oversight Council that oversees 

Chief Accountant of the Alberta Securities Commission 

formal approach to resolving any problem in practice 

bring the matter to the attention of the International 

7. International cooperation

Ontario Securities Commission was appointed a 

ensuring that no domestic secrecy laws or regulations 

prevent the sharing of enforcement information among 

Securities Commission includes participation in the 

Canadian securities regulators also have a close 

United States such as SEC and the Commodity 

Ontario Securities Commission and SEC signed 

a memorandum of understanding that provides a 

the terms and conditions for the sharing of information 

Interprovincial as well as international cooperation will 

become even more critical in the future as corporations 

pursuing a case against 

Ontario Securities 

Commission received assistance not only from its 

and 

C. MONITORING COMPLIANCE 
WITH THE AUDIT AND 
ASSURANCE FRAMEWORK 

1. Institutional setting

in which IFRS are used for publicly accountable 

which are issued by the International Auditing and 
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2. Regulatory scope

clients is delegated to provincial institutes that inspect 

3. Interaction with audit standard setters 
and other regulators 

There are formal interactions between audit standard 

federal charter) is currently a member of the Auditing 

Accountant of the Ontario Securities Commission and 

of the Auditing and Assurance Standards Oversight 

stated policy is to adopt International Standards on 

then securities regulators may bring the matter to the 

serve the Canadian public interest and maintain the 

 Under 

attention of the International Auditing and Assurance 

4. Process for monitoring and 
enforcement

The model allows for an assessment of reporting 
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 In such 

160 

5. Trends

means 

rules or professional standards that may have an effect 

a failure to supervise appropriately a person with a view 
to preventing violations of the rules or professional stand

to act in violation of the rules or professional standards 
that may have an effect on the provision of audit services 

 (accessed 

160

Can$

Such

that involve impairment assessments relying on fair 

value determinations and the audit of underlying 

credentials and often optimistic numbers are often not 

concerns about their reliance on foreign auditors not 

breached the Securities Act (Ontario) by failing to 
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2011 of a report by a United States hedge fund on the 

lost most of their value before a cease trade order was 

regulatory oversight of auditors has certainly tightened 

cases against auditors brought about by investors or 

On the day the Ontario Securities Commission released 

margin [and] one of the largest ever auditor settlements 
161 While there was no admission of guilt by 

signal to auditors as to their responsibilities when 

Another court case that set a precedent in Canada 

Court of Canada ruled that it would not hear an appeal 

decision holding it liable for professional negligence 

that auditors only owed a duty of care to a narrow group 

assessed that holding auditors responsible for every 

161 Market Wired

 (ac

162

was launched by the receiver on behalf of creditors and 

Three conclusions may be reached in considering these 

participants such as investors have a disciplinary role to 

Commission launched allegations of audit negligence at 

about the same time that a settlement was reached in the 

D. MONITORING COMPLIANCE 
WITH CODES OF PROFESSIONAL 
CONDUCT AND OTHER 
APPLICABLE PROFESSIONAL 
MEMBERSHIP REQUIREMENTS

1. Institutional setting

162
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professional education programme set for deployment 

is restricted to the process leading to the practice of 

current merger plans will be successful and that the 

professional education programme whose standards 

reporting training and must also pass nationwide 

public accountant (auditor) are set at the provincial 

2. Regulatory scope

standards and good practices may ultimately lead to 

163

or unit responsible for following up on and 

164

well as a trustee whose role is to receive complaints 

from the public and launch disciplinary measures 

If matters against a member are deemed serious 

of provincial institutes varies according to each 

since retired) were found guilty of multiple counts of 

professional misconduct by the discipline committee 

committee of the Institute of Chartered Accountants in 

guilty of professional misconduct for two instances of 

163

tice only those members who offer accounting services 
to the public are monitored for their compliance with ap

164
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instances of failing to perform an audit in accordance 

to have it overturned and launched legal proceedings 

way in which the accounting profession disciplines 

divisional court overturned most of the professional 

observer noted that it was an interesting decision 

such that it would be considered a breach of their 
165

Institute of Chartered Accountants sought a ruling 

from the Court of Appeal for Ontario to suspend the 

all outstanding professional misconduct charges 

and costs imposed by the Institute of Chartered 

for both the hearing and the appeal included four 

166 The Court 

Chartered Accountants published a notice naming the 

conduct for failure to perform an audit in accordance 

with generally accepted standards of the profession 

165 The Bottom Line

at  (ac

166

 

[and were] ordered by the discipline committee to pay 

3. Regulatory resources

professional rules and codes of conduct for practicing 

 Once the 

indication as to the overall magnitude of resources 

 Comparable 

4. Process for monitoring and 
enforcement

The provincial professional accounting institutes have 

 Financial Post
available at 

 

 

 
2016)
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members for actions deemed inconsistent with the 

5. Trends

As most of the disciplinary proceedings initiated 

by provincial institutes relate to matters outside of 

constitutes a violation of professional accounting laws 

and disclosures in prior years differed across the three 

charges on issues such as breaches of independence 

E. CONCLUSION

While such fragmentation may appear to undermine 

of coordinating action between provinces may thus 

criminal law is under the responsibility of the federal 

securities regulators and which oversees the audit 

largest group of foreign private issuers registered 

involves a greater emphasis on monitoring and less 

of devoting more resources to enforcement and less 
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The Canadian regulatory landscape with regard 

its initiative of establishing a national securities 

is still a purpose and role in this regard for provincial 
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APPENDIX IV.1  DEVELOPMENT AND ENACTMENT OF FINANCIAL 
REPORTING STANDARDS167

participate in the International Accounting Standards 

for draft interpretations of the IFRS Interpretations 

to comment directly to the International Accounting 

has been developed by the International Accounting 

approved by the International Accounting Standards 

please specify which aspects and what circumstances 

As soon as possible following the International 

year strategic planning and transition process with 

and United States Financial Accounting Standards 

some indication that substantive differences between 

through representation on and interactions with the 

to the constitution of the International Accounting 
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