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Auditors passing
th e  b uc k  on fraud?
Ne g lig e n c e  fa c to r  m u s t b e  c o n s id e r e d

Le tte r  fr o m LIM SOON HENG

I REFER to the letter, “Audit is
n ot a ‘fraud-detection ’ exercise”,
(Jan  19 ) from  M s Jan et T an  of the
In stitute of P ub lic Accoun tan ts.

H er letter is full of in ter-
estin g  con tradiction s, just lik e
the p ub lic accoun tan ts w ho earn
exorb itan t w ages w ithout havin g
to b e resp on sib le for w hat they
ap p en d their n a m es to. 

I have yet to com e across
a n  a c coun ta n t w ho ha s b een
hauled to court even  though the
n eg ligen ce of several p ub lic ac-
coun tin g  firm s is k n ow n  to have
caused p ain  an d sufferin g  to m an y
a sm all in vestor an d his fam ily.

I am  n ot on e w ho b elieves
that the ideals of corp orate g ov-
ern an ce an d the in terest of the
in vestin g  p ub lic are w ell served
b y the ap p oin tm en t of the Audit
C om m ittee. 

It is lik e P ark in son ’s la w :
T he m ore g roup s of p eop le held
resp on sib le for the tran sp aren -
cy  of a  com p an y’s tran saction ,
the less each b ecom es an sw er-
ab le if a  fraud surfaces.

B efore the adven t of the
Audit C om m ittee, if it w as dis-
covered that w hen  a  fin a n c ia l
sta tem en t w as m isleadin g , w e
k n ew  w ho w as a  fault. N ow  the
P ub lic  Accoun tan t ta k es cover
b ehin d the Audit C om m ittee.
T he m an agem en t, often  the p er-
p etra tor, is a lso shielded from

the P ub lic Accoun tan t than k s to
the Audit C om m ittee. 

T he w hole set up  is a  farce.
T he Audit C om m ittee is a  heav-
en -sen t scap eg oat for the P ub -
lic  Accoun tan t.

M s T a n  sa y s: “T he a udi-
tors’ resp on sib ility is to exp ress
an  op in ion ; that is w hether the
fin an c ia l sta tem en ts are draw n
up  in  a ccordan ce w ith the p ro-
v ision s of the C om p an ies Act
an d FRS s (Fin an c ia l Rep ortin g
S ta n dards) so as to g ive a  true
an d fa ir v iew .” 

T his does n ot seem  very
log ic a l to m e. T he fin a n c ia l
statem en ts are either draw n  up
in  a c corda n ce w ith the C om -
p a n ies Act a n d FRS s, or it is
n ot. N o “op in ion ” is n eeded. 

If it is yes a n d a  fraud is
later discovered, then  the C om -
p an ies Act or the FRS s or b oth
are in effective. 

If it is n ot in effective a n d a
fraud is later discovered, in  sp ite
of the auditors’ favourab le op in -
ion , then  surely  the auditor is
n eg ligen t. 

W hy have w e seen  so m an y
fin a n c ia l sta tem en ts turn  out
to b e fraudulen t, for w hich in -
vestors p ay  m illion s of dollars
to p ub lic  a ccoun tan ts w ho de-
c lared them  “true an d fa ir”? 

T he reason  is sim p ly  that
the risk  to p ub lic accoun tan ts of
a  m issta tem en t doesn ’t seem
to m a tter m uch.

T h e  ne e d for annual audits
Le tte r  fr o m  MS JANET TAN
Ex e c u tiv e  D ir e c to r
In s titu te  o f C e r tifie d  P u b lic  
Ac c o u n ta n ts  o f Sin g a p o r e

W E REFER to the letter, “Are
a uditors ev en  n ec essa ry ?”  
(Jan  2 0 ), b y  D r N g  S w ee C hin g .

T he p rep ara tion  of fin a n -
c ia l sta tem en ts is the resp on -
sib ility  of the m an agem en t an d
directors of a  com p an y. 

T he a uditors’ role is to
audit the fin a n c ia l sta tem en ts.
T he ob jective of a n  audit of fi-
n an c ia l statem en ts is to en ab le
the auditor to ex p ress a n  op in -
ion  as to w hether the fin a n c ia l
sta tem en ts are p rep ared, in  a ll
m aterial resp ects, in  accordan ce
w ith a n  iden tified fin a n c ia l re-
p ortin g  fram ew ork .

T he v a lue of a n  audit in -
c ludes the credib ility  p rov ided
to the fin an c ia l statem en ts an d
im p roved in tern a l con trols.

An  a udit is n ot a  m ere

rollin g  forw ard of accoun tin g  fig -
ures or the use of a  stan dard
tem p late or form at for the p rep a-
ration  of fin an cia l statem en ts. 

An  audit is desig n ed to p ro-
v ide reason ab le assuran ce that
the fin a n c ia l sta tem en ts ta k en
as a  w hole are free from  m a te-
ria l m issta tem en t.

Reason ab le assuran ce is a
con cep t rela tin g  to the a c cu-
m ulation  of the audit eviden ce
n ecessary for the auditor to con -
clude that there are n o m ateri-
a l m isstatem en ts in  the fin an -
cial statem en ts taken  as a w hole.

Furtherm ore, a n  audit re-
p ort that attests to the truth an d
fairn ess of fin an cia l statem en ts
p ertain in g  to on e fin an cia l year
does n ot im p ly  that future un au-
dited fin an c ia l sta tem en ts are
also true an d fair. If D r N g  w ish-
es to have m ore in form ation  con -
cern in g  the value an d b en efits of
an  audit, p lease call the In stitute
at telep hon e n um ber 6 74 9  8 0 6 0 .

H ow  to pay  off y our h uge  c redit c ard de b t in 5  y e ars
Le tte r  fr o m TAN HUEY MIN
As s is ta n t D ir e c to r
C r e d it C o u n s e llin g  Sin g a p o r e

W E REFER to M r C olin  O n g ’s let-
ter “S om e p ruden ce w ould help
the n ew  p oor” (Ja n  1 9 ).

C redit c ards have som etim es
b een  reg arded as on e of the g rea t
in ven tion s of this m odern  era. T hey
a fford con ven ien ce for p eop le to
m a k e p ay m en ts w ithout the n eed
to carry  cash, a lm ost a n y w here. 

It is therefore n ot surp risin g
tha t p eop le w ill asp ire to carry  a
credit c ard.  

M an y cards also com e w ith var-
ious disc oun ts a n d rew a rds
schem es w hich in c rea se the a t-
tra c tiven ess of the c a rds to in di-
v idua ls.   

T he fact that on e n eeds to m eet
a  certa in  in com e level to q ua lify
for a  c redit c a rd a lso m a k es it a
status sym b ol that in dividuals asp ire
to a tta in . 

H ow ever, c redit c a rds a lso
carry  a  dow n side risk  b ecause it is

so easy  for a n  in div idua l to over-
sp en d a n d g o in to deb t.  

C redit C oun sellin g  S in g a p ore
(C C S ) fin ds tha t for m a n y  in div id-
ua ls, the dow n w ard sp ira l to cred-
it card p rob lem s starts w ith the in -
dividual first sk ip p in g  full p aym en ts
an d m ak in g  on ly  the m in im um  p ay-
m en t on  their card a ccoun ts sin ce
these are “a ffordab le”.  

T his is a  p hen om en on  ca lled
“deb t creep ”, w ith the deb t first
startin g  off sm all an d g row in g  as the
in div idua l con tin ues to sp en d a n d
the credit c ard b ills get la rger a n d
larger every  m on th.  

S oon  the p erson  has to b orrow
from  on e b a n k  to p ay  off a n other
b a n k  as the tota l a m oun t in creas-
es b eyon d his ab ility to p ay even  the
m in im um  p ay m en ts n ecessary.  

C C S  ha s a lso ex p erien c ed
m an y  p eop le w ho have used their
c redit c a rds to m a k e loa n s to
frien ds, b usin ess p urp oses, g a m -
b lin g , a n d to cover up  losses from
their share tradin g .  

T o these p eop le, credit c ards

are used to ob ta in  credit an d n ot as
a  tool to m a k e p ay m en ts w hich is
the w ron g  use for credit c ards.

T he in terest charges on  cred-
it cards are at usually 2 4 % .  W ith the
effects of com p oun din g  a n d v a ri-
ous other charges such as la te p ay-
m en t fees (w hich ca n  g o up  to $ 8 0
p er m on th), the effective ra tes are
easily  over 3 0 % . 

It is therefore very  easy  to get
in to deb t b ut very  difficult to get
out.  

S o for p eop le w ho are a lready
in  credit card deb t, our adv ice is to
stop  a n y  m ore sp en din g  on  their
credit cards an d to en ter in to a  dis-
c ip lin ed p rog ra m m e of p a y in g
m ean in g ful a m oun ts to reduce the
deb ts.

O ur ca lcula tion s show  tha t if
in div idua ls start off a n d m a in ta in
the in itia l am oun t of m in im um  p ay-
m en t throughout, w ithout an y m ore
sp en din g  a n d w ithout a n y  reduc-
tion  in  the m on thly  p ay m en ts, it is
p ossib le to p ay  off their credit card
deb ts w ithin  5  years.


