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Everywhere we look, profes-
sional organizations require 
that their members sign off 

on a code of ethics. The question I 
have often asked myself: Can a 
code of ethics be imposed on 
someone from external forces or 
does it need to well up from inside 
oneself?

My quick response to this ques-
tion is the trusted advisor knows 
that being successful means being 
ethical at all times, doing it right 
because it feels right.

Knowing how to act ethically 
in whatever situation you f ind 
yourself is not something you are 
born with, it’s something you 
learn. Ethics grow stronger every 
t ime one chooses r ight  over 
wrong. 

England’s Lord Justice of 
Appeal John Fletcher Moulton 
stated over nine decades ago that 
the essential test of one’s ethical 
behaviour is “obedience to the 
unenforceable.” That means a will-
ingness to go beyond the law and 

even the spirit of the law to do 
what is morally right and just.

Consider the story about the old 
Cherokee warrior who sat with his 
grandson, a high-spirited adoles-
cent, and observed the tension of 
this youth. The boy spoke of his 
tension to his grandfather, mourn-
fully describing the angst he felt 
between what he was told was the 
right thing to do by his parents and 
the tribe, but wanting so badly to 
do otherwise, to have fun and be 
free of the shackles of his elders’ 
expectations.

His grandfather reflected that 
he was very familiar with this. He 
told his grandson that he, as well 
as all human beings, has a battle 
that rages within him. 

“It is a battle between two 
wolves,” the old warrior said. “One 
wolf is good and brings us joy, 
peace, love, respect, humility, 
truth, generosity, compassion, 
faith and wisdom. The other wolf 
is evil and brings us anger, envy, 
greed, jealousy, hatred, arrogance, 
selfishness, false pride, self-pos-
session, superiority, detachment 
from others and lies.”

The boy thought of this and 
asked his grandfather, “Which 

wolf wins the battle?” His grand-
father answered, “The one you 
feed.”

And consider Robert Bolt’s 
play A Man For All Seasons. This 
play is based on the life and death 
of the historical figure Sir Thomas 
More. He was Chancellor of Eng-
land at the time King Henry VIII 
became the head of The Church of 
England so he could divorce his 
wife Catherine and marry Anne 
Boleyn.

At the end of this play, More is 
convicted of treason and executed 
for not giving his outright consent 
for the king’s actions.

The real Sir Thomas More, 
after his conviction and before his 
sentencing, addressed the jury and 
said: “no temporal man may be the 
head of the spirituality,” meaning 
authentic truths are eternal. 

Don’t expect that having high 
ethical and professional standards 
are going to make you popular. 
Excellence is not free in an age of 
fame, wealth and expedience.

You will get scarred along the 
way while you strive towards 
achieving higher standards and 
doing what is right. A good way to 
live an ethical life is to think long 

term as you make your way 
through your life and career 
choices. 

Take the approach towards the 
long view as you consider your 
actions and behavior at all times. It 
is said that if you act for the 
moment, you might be mortgaging 
your future. 

Living an ethical life requires 
accepting high standards for your-
self because nothing else will 
satisfy you. This means you have 
to make a conscious choice not to 
tolerate low ethical standards from 
yourself or those around you.

You have to let everyone know 
that you don’t allow yourself to be 
associated with low ethical stan-
dards and it is not acceptable to 
you for your ethics to be jeopard-
ized by anyone, not your col-
leagues, not your employer, not 
your employees and not your cli-
ents.

You can’t put anyone else in 
charge of your morals. You have to 
take total responsibility for the 
choices you make and not blame 
others for what you do or don’t do. 
Your conscience is your greatest 
guide and partner to living a life 
based on your ethics.

Viktor Frankl, a physician, 
psychiatrist and a Holocaust sur-
vivor of the Auschwitz Nazi death 
camp in the Second World War 
wrote extensively in his landmark 
book Man’s Search for Meaning 
of what he observed of human 
beings in the worst of desolate of 
places. 

Here’s what he had to say: 
“The last human freedom is to 
choose one’s own thoughts, to 
choose  one’s  own way.”  He 
observed individuals like Sir 
Thomas More, who had a strong 
internal moral compass and eth-
ical boundaries that they would 
not  cross  even though their 
choices meant certain death.

This is why great f inancial 
consulting cannot be reduced to 
technique; good financial advice 
comes from the identity and 
integrity of the financial profes-
sional. Technique is what you use 
until the authentic trusted advisor 
arrives. In essence, good advice 
comes from good people.
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Audit tool shows promise in eyes of experts
By GUNDI JEFFREY

Although audit committees 
want additional informa-
tion to help them assess the 

more qualitative aspects of audits, 
they believe the use of audit quality 
indicators (AQIs) is one way for-
ward. And, if they are to be used, 
they should be flexible and tailored 
to the particular situation of each 
organization and its audits.

A report from the U.S. Center 
for Audit Quality (CAQ) released 
in mid-January synthesizes insights 
from a global series of roundtable 
discussions with audit committee 
members and other stakeholders on 
a potential set of audit quality indi-
cators. This outreach, together with 
the results from pilot testing those 
AQIs, says CAQ CEO Cindy For-
nelli, “suggests a path forward on 
efforts to identify the most effective 
way to assess audit quality.”

Certainly, says Brian Hunt, CEO 
of the Canadian Public Account-
ability Board, “CPAB believes that 
developing a portfolio of measures 
that an audit firm can share publicly 
and/or with audit committees is a 
good step toward increasing the 
dialogue on audit quality.”

And Bill MacKinnon, former 
CEO of KPMG Canada LLP, who 
now chairs the audit committee at 

Telus, believes that “AQIs are 
becoming both better known and 
of greater interest to audit commit-
tees in that they are additional 
information and provide somewhat 
of a quantitative framework to sup-
plement what is largely a qualita-
tive approach to assessing auditors 
at present.”

Adds Eric Turner, director of 
auditing and assurance standards 
at CPA Canada, “this really is a hot 
topic right now, but with little con-
sensus as yet.”

The report, CAQ’s Approach to 
Audit Quality Indicators, is just one 
effort underway in at least nine 
jurisdictions around the world, 
including the U.K., Switzerland and 
Singapore, with work being done 
by the International Auditing and 
Assurance Standards Board, the 
U.S. Public Company Accounting 
Oversight Board, the Federation of 
European Accountants and others.

The AQIs discussed at the CAQ 
roundtables — held in New York, 
Chicago, London and Singapore 
last summer — fell into four broad 
categories: firm leadership and tone 
at the top; indicators of engagement 
team knowledge, experience and 
workload; monitoring, such as 
looking at internal quality review 
f indings and trends in PCAOB 

inspection results; and indicators 
associated with auditor reporting.

Audit committee members 
attending the roundtables acknow-
ledged that AQIs can help them 
oversee the quality of their external 
audit but stressed they wanted infor-
mation that can help them assess the 
more qualitative aspects of audits, 
such as the engagement team having 
the right mindset to evidence pro-
fessional skepticism and auditor 
judgment.  Most par ticipants 
endorsed a flexible approach that 

allows audit committees, working 
with their external auditors, to tailor 
or customize the selection and port-
folio of AQIs that best suit their 
specific information needs.

Audit committee members 
agreed that AQIs alone, without 
context, cannot adequately com-
municate factors relevant to any 
particular audit engagement or 
audit firm. They also agreed that 
the process of identifying and 
evaluating AQIs needs to be audit 
committee-driven and iterative, 
and will require continuous assess-
ment and refinement to meet their 
changing information needs.

Round-table participants wanted 
the disclosure of AQIs to be volun-
tary, as they had strong concerns 
that public disclosure of engage-
ment-level AQIs could lead to 
unintended consequences. For 
example, said some, public AQIs 
could turn into a set of inconsistent 
and misleading benchmarks or 
tests. Such metrics, without an 
accompanying dialogue to provide 
the appropriate context, could 
prompt users to draw incomplete or 
uninformed conclusions about the 
presence or lack of audit quality. 

Also, some participants noted, 
there could be a tendency to choose 
a particular set of metrics because 

they are easily and reliably measur-
able rather than being relevant to 
audit quality. This could lead to a 
check-the-box compliance exercise 
or, worse, a misallocation of 
resources and overemphasis on 
managing select metrics to the 
detriment of a focus on other fac-
tors that might be more pertinent to 
quality audit performance.

Fornelli concluded that, while the 
CAQ has learned a great deal since 
the launch of this initiative, “more 
needs to be done. For example, 
because audit committee members 
are interested in more qualitative 
information to evaluate audit quality 
at the engagement level, a potential 
path forward is to create a tool for 
audit committees that guides their 
assessment of both quantitative and 
qualitative information.”

Recent research released by the 
Federation of European Accountants 
last November supports the CAQ 
report and offers some interesting 
insights of its own. After compiling 
an overview of AQI initiatives 
globally, the FEE found that audit 
quality indicators initiatives differ 
quite significantly throughout dif-
ferent countries. Some organizations 
have suggested a more flexible, prin-
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