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Auditing

Auditing

Because auditors must act with integrity and prioritize their public responsibility, discuss the conflict between the auditor’s client confidentiality obligations and the auditor’s ethical standards to gain the public trust.

Independent auditors have the obligation to maintain and uphold integrity of client-related information at all circumstances.  Research has unveiled that in the past, auditors have not been keen to accord adequate protection for the confidential electronic data due to their role in disclosing information to the public. In order to understand the conflict between the confidential obligations of the auditors to the clients and their ethical standards and obligations to the public, it is important to understand what their basic role or duty is in the audit process.  The fact remains that the sole aim of requesting audit of the firm’s financial documents is to uncover mishaps that could otherwise hurt the stakeholders of the organization significantly if they were not released to the public (Westra, 2017). 

For instance, investors require due information in order to make the right decisions on where to invest and where not to invest. It is the obligation of the auditor to make sure that the information released to the public is accurate. However, at the same time, they are bound by the restricted nature of the audit options as envisaged in the provisions of the American Institute of Certified Public Accountants (AICPA) with regard to the client confidentiality rule (Westra, 2017). In other words, the auditor is torn between making the right decision in total adherence to this rule or earning a living.  It is important to understand that the professional codes of the United States accounting ethics have become so restrictive as opposed to those of other professional associations. This is the case even where the client practitioner privilege is accorded great recognition.  Most important to note is that accountant-client privilege has never received ounce of support by the federal courts. This means that there is a need for change in the confidentiality standards and obligations in order for the accountants to better serve the organization as well as the interests of the investors and the general public whose interests have remained vague and unprotected by the contemporary statements of responsibility (Brian, 2017). 

With the above information in mind, therefore, the causes of the conflict between the auditor’s client confidentiality and their ethical standards to gain public trust can be ascertained.  The devil lies in the disclosure obligations of the auditor. There are unclear roles of the auditor with regard to their obligations to their client and the general public. In other words, if the findings of the audit process would remain confidential, what objective or motive of the audit would it be? This is a critical question that must be addressed to foster the interests of the client and as well strike a balance between them and those of the investors and the general public. This is the only way to instill public confidence and encourage investment ventures. 

Explain and discuss how the Dodd-Frank Act and the whistle-blower program can protect accountants and auditors.

The Dodd-Frank Act pioneered by Obama administration has become of great significance in the accounting field. It has accommodated provisions that are aimed at streamlining the operations of banks and other lending institutions in the field.  The act has been key in regulating reserve requirements of banks and other related financial institutions.   It is hence a privilege for both the accountants and auditors. It is important to understand that in the past; the management of organizations have been seen compelling accountants to provide compromised financial information to lure the public into investing in it considering its financial health. However, the act has provided for disclosure of information in a manner that is best understood by the public before issuing any offers in the market. This is achieved through the Financial Stability Oversight Council that has been keen to enforce the interest of the consumers. 

The Whistleblower Program provides incentives to the accountants and auditors as well as individuals in other capacities with incentives upon realization of possible or potential breaches of the Commodity Exchange Act.  The dilemma of client confidentiality obligations has hence been partly solved under this act (Hay, 2014). That has contributed significantly to a successful enforcement action as it is the role of auditors and accountants. By offering confidentiality, privacy and anti-retaliation protections for the whistleblowers, it has offered a chance to the accountants and auditors to uncover issues of fraudulent reporting and misappropriations in business firms. 

Discuss why it is important for auditors to show evidence that they followed the ethical and professional standards

In as much as we focus a great deal of attention on the interests of the auditors, it is important to understand that the information released to the public could accrue the organization in question detrimental consequences. This is based on the fact that misreporting or using the wrong channels of communication could erode public and investor confidence that would otherwise cost the organization direly (Hay, 2014). It is for this reason that the information released by the auditors must be accompanied by a proof of evidence that the required ethical and professional standards were followed during the audit process. This is the only way to strike a balance between the interests of the organization and those of the investors. 
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