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FOR MORE INFORMATION 
This newsletter is published by Steinecke Maciura LeBlanc, 
a law firm practising in the field of professional regulation.  
If you are not receiving a copy and would like one, please 
contact: 

Richard Steinecke 
Steinecke Maciura LeBlanc 

Law Chambers, University Centre 
Suite 2000, 393 University Avenue 

Toronto, Ontario  M5G 1E6 
Telephone:  416-626-6897 Facsimile:  416-593-7867 

E-Mail:  rsteinecke@sympatico.ca 

 

Grey Areas is also available on our 
website: www.sml-law.com. Some back 
issues are also available. 

WANT TO REPRINT AN ARTICLE 
A number of readers have asked to reprint 
articles in their own newsletters.  Our policy 
is that readers may reprint an article as 
long as credit is given to both the 
newsletter and the firm.  Please send us a 
copy of the issue of the newsletter which 
contains a reprint from Grey Areas. 

 

REFORMS TO THE REGULATION OF 

CHARTERED ACCOUNTANTS – 

PART 1 

 

Almost a year and a half before the Enron 

scandal erupted, the Institute of Chartered 

Accountants of Ontario (ICAO) initiated a 

major review of its disciplinary process. It 

released the results of that review in May of 

this year. 

 

Review Process 

 

The review was initiated when “the Ontario 

Securities Commission (OSC) had expressed 

concerns about the quality of financial 

reporting in Canada and the role of the 

ICAO in disciplining those they viewed as 

offenders. While expressing support for a 

GAAP regime that requires the application 

of professional judgment rather than 

compliance with narrowly prescribed rules, 

the OSC was of the view that instances of 

the misapplication of accounting standards 

contained in the CICA Handbook had been, 

and were being, accepted as the legitimate 

exercise of professional judgment within the 

"GAAP range" or on the "fringe of GAAP". 

In the OSC's view this leads to acceptance 

of inappropriate accounting and 

deterioration in the quality of financial 

reporting.” 

 

The review was conducted by Thomas I.A. 

Allen, Q.C., of Ogilvy Renault. “Ogilvy 

Renault's review found no fundamental 

design flaws in the ICAO discipline process, 

and found no other disciplinary system 

investigated to be superior to that of the 

ICAO, but did offer a number of 

recommendations to strengthen the existing 

regimen.” That report was analyzed by the 

ICAO, which approved a modified version 

of the recommendations. 

 

Expanded Professional Responsibility 

 

A fundamental component of this reform 

package is “a broadened Rule of 

Professional Conduct … that will apply not 

only to members who actually perform 

corporate audits, but to any and all members 

of the profession who serve on audit 

committees and boards of directors, and to 

members of a management team in a 

decision making role.” Members will be 

responsible to ensure that professional 

standards are maintained even when they are 

not wearing an “auditor’s” hat. This 

development is not dissimilar to recent cases 

where supervisors were held professionally 

accountable for not following up on 

evidence of incompetence by other members 

under their management. 

http://www.sml-law.com/


Steinecke Maciura LeBlanc 
July 2002 – No. 53 
 

Grey Areas 
Page 2 

 
 

The rules would be amended as follows: 

 

 “articulation in the CICA Handbook of 

the role of professional judgment in the 

interpretation and application of 

accounting and auditing standards; and 

 further guidance to ICAO members by 

an amendment to the Rules of 

Professional Conduct and a Council 

Interpretation which stresses that in 

applying professional judgment to the 

interpretation and application of GAAP, 

a member must not rely on an extreme 

interpretation of an accounting principle 

which most members of the profession – 

applying generally accepted accounting 

principles – would reject as an unfair 

presentation of the financial position or 

results of operations of the entity in 

question.” 

 

While there is usually resistance to 

regulators scrutinizing conduct outside of 

members’ professional practice, there is 

significant precedence for such 

accountability, at least where there is a lack 

of integrity by the practitioner. Indeed, one 

of the leading cases on this point is Imrie v. 

Institute of Chartered Accountants of 

Ontario, [1972] 3 O.R. 275 (H.C.), where an 

accountant signed a false certificate on 

behalf of a company of which he was an 

officer. The court held that he could be 

disciplined even though he did not sign the 

certificate as an accountant, but simply as a 

businessman. It will be interesting to see 

how far this accountability will reach to 

conduct that does not involve dishonesty, 

but simply poor standards of practice. 

 

Structure of the Complaints and 

Investigation Process 

 

A significant component of the reform 

relates to the structure of the complaints and 

investigation process. First of all, the ICAO 

recognizes that “[I]t is not the responsibility 

of the complainant to build a case. The 

complainant need only articulate a 

complaint that, if true, might constitute a 

breach of the Rules of Professional Conduct. 

Once this is done, the Professional Conduct 

Committee will vigorously pursue the 

complaint and gather evidence to support the 

allegations made or refute them.” 

 

Mediation of fees and communication issues 

were approved. However, the ICAO did not 

approve the recommendation to expand 

mediation into more serious matters. The 

ICAO also maintained its current position of 

refusing to defer an investigation because of 

parallel civil or criminal proceedings. The 

only exception would be where key 

evidence is maintained by the authorities 

who refuse to release the information until 

their proceedings are completed. 

 

Currently the ICAO has a complaints review 

process where an external person is retained 

by the Association to review the process by 

which a complaint was handled. At the 

present time, the reviewer does not have the 

authority to review the substance of a 

decision of the Professional Conduct 

Committee; the review is procedural only. 

The scope of review will be changed so that 

the reviewer has the power to refer back 

where there is a “manifest substantive 

error”. In essence, this is an appellate 

function.  

 

While Ogilvy Renault would have been 

content to do this appellate review through 

the office of the current reviewer of 

complaints, the ICAO expanded this 

initiative to propose the establishment of a 

Board of Review. New by-laws would 

ensure the following: 
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 the majority of the members of the 

Board of Review would be non-

members; 

 “specification of the rights of 

complainants and respondents. Both 

parties should have the right to make 

submissions to the 'Board' either orally 

or in writing or both; and 

 specification of the powers of the 

'Board'. These powers should include the 

power to confirm the decision of the 

Professional Conduct Committee or 

require the Professional Conduct 

Committee to carry out further 

investigation or lay a charge or charges 

of professional misconduct against a 

member based on the evidence and the 

power to retain any person to assist in 

fulfilling the mandate of the Board”. 

 

This change would make the ICAO system 

fairly consistent with that for many of the 

business  and health professions whose 

complaint decisions are reviewed by the 

Licence Appeal Tribunal or the Health 

Professions Appeal and Review Board. 

Independent lay review of complaints 

appears to be the trend in professional 

regulation. 

 

The ICAO discussed the need to increase the 

sanctions imposed by the Discipline 

Committee, particularly in cases of non-

cooperation with the investigation. During 

the course of the review, the enabling Act 

was amended to permit the ordering of costs 

as well as fines. Because the Council cannot 

interfere with individual decisions, it worded 

its actual recommendation as follows: 

 

That the Council express generically to 

the Professional Conduct Committee, 

which recommends sanctions, and to the 

Discipline and Appeal Committees, 

which levy sanctions, the importance it 

attaches to ICAO disciplinary sanctions 

being such that a reasonable observer 

would regard as protecting the public 

and the reputation of the CA designation 

through a balance of specific and 

general deterrence and rehabilitation. 

 

The ICAO also proposes to institutionalize 

the review process it had just undergone. It 

recommended that an independent, 

Discipline Oversight Board be established, 

“comprised of a majority of persons who are 

not members of the CA profession. The 

ICAO has asked the Attorney General of 

Ontario to appoint the chair of this Board, to 

ensure independence.” This Board, along 

with a requirement for annual reports to the 

Council from the Professional Conduct 

Committee (similar to a Complaints 

Committee for many regulators), the 

Discipline Committee and the Appeal 

Committee (which hears appeals in 

discipline cases) should “provide assurance 

to the Council that the process is 

appropriately timely and transparent, and 

enhance public confidence in the 

disciplinary system.” 

 

It will be a challenge for the Discipline 

Oversight Board to be effective on an 

ongoing basis without interfering with the 

independence of the committees involved. 

 

Canadian Public Accountability Board 

 

This initiative by the ICAO should not be 

confused with the establishment of the 

Canadian Public Accountability Board. The 

latter Board is a joint venture of the Ontario 

Securities Commission, the Office of the 

Superintendent of Financial Institutions and 

the Canadian Institute of Chartered 

Accountants to more rigorously regulate 

auditors of public companies. 

 

Details of these initiatives can be found at 

the ICAO website at www.icao.on.ca. 

http://www.icao.on.ca/
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Future issues of Grey Areas will review the 

recommendations dealing with investigative 

procedures and transparency, where the 

recommendations are more revolutionary. 


