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Do Professional Services Firms Owe a 
Duty of Care for Findings Affecting Third 
Parties? 

Introduction 
 

It is uncontroversial that an auditor, if appointed by a company to conduct an audit, owes a duty of care 

to the company. It is also settled that the auditor does not generally owe a duty of care to any third party, 

such as a director or shareholder of the company. A question arises whether this principle also applies 

to the similar but not identical situation of a professional services firm engaged to perform a fact-finding 

review of transactions of a company. Would that firm owe a duty of care to a third party who may be 

affected by its factual findings, such as an officer of the company? This was the question considered by 

the Singapore High Court in Tan Woo Thian v Pricewaterhousecoopers Advisory Services Pte Ltd [2020] 

SGHC 171. 

 

The Defendant, one of Singapore’s largest professional services firms, had been engaged by a 

Singapore-listed company to conduct a fact-finding review on certain transactions. The Plaintiff, a former 

director and CEO of the company, had been involved in these transactions, and alleged that the 

defendant had acted negligently in investigating the transactions and presenting its findings, leading him 

to suffer resultant financial and reputational losses.  

 

The Court found that the Defendant did not owe the Plaintiff a duty of care in its investigation of the 

transactions and the preparation of its report. Following a line of cases involving negligent advice 

affecting third parties, the Court held that the Defendant had failed to prove the existence of a "special 

relationship" between himself and the Defendant in order to establish the requisite legal proximity. 

Further, there were policy considerations which militated against the imposition of a duty of care. 

 

In any event, even if there had been a duty of care, the Court would have found that the Defendant had 

not breached its duty, and that the Plaintiff had not proved his losses. 

 

The Defendant was successfully represented by Patrick Ang, Chew Xiang, Chow Jie Ying and Torsten 

Cheong from Rajah & Tann Singapore LLP. 

 

Brief Facts 
 

The Plaintiff was a former director and CEO of SBI Offshore Limited ("SBI"). He was involved in a series 

of transactions pertaining to SBI's acquisition and subsequent disposal of shares in a company ("NPT"). 

SBI engaged the Defendant to conduct a fact-finding review on these transactions. The results of the 
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Defendant's review were published in a report, and an executive summary ("Executive Summary") was 

issued to SBI's Board of Directors ("SBI's Board"). 

 

The Defendant's findings raised certain perceived legal implications arising from the NPT transactions. 

The Defendant accordingly recommended that SBI's Board consider instructing legal counsel to review 

its factual findings and to provide advice to the Board.  

 

SBI subsequently lodged a report with the Commercial Affairs Division of the Singapore Police Force 

based on the Executive Summary and appointed a Special Investigation Committee to lead 

investigations into the Defendant's findings. 

 

The Plaintiff brought proceedings against the Defendant, alleging that it had acted negligently in 

investigating the NPT transactions and presenting its findings in the Executive Summary. The Plaintiff 

claimed that the Executive Summary was factually inaccurate and/or misleading, and had caused him 

to suffer loss including reputational loss, diminution in the value of his SBI shares and loss of influence 

in SBI.  

 

Holding of the High Court 
 

The High Court considered the following main issues: 

 

(a) Whether the Defendant owed the Plaintiff a duty of care; 

(b) Whether the Defendant had breached its duty of care (if any); and  

(c) Whether the Plaintiff had suffered loss as a result of the Defendant's breach (if any). 

 

The Court found against the Plaintiff on all three issues and dismissed his claim in its entirety.  

 

Duty of care 

 

The Court held that the Defendant did not owe the Plaintiff a duty of care.  

 

A duty of care requires (i) foreseeability that negligence would result damage to the claimant; (ii) 

sufficient legal proximity; and (iii) that the duty of care is not negated by countervailing policy 

considerations. 

 

Firstly, the Court held that the Plaintiff had failed to make out the requirement of legal proximity between 

the Defendant and Plaintiff. The Court accepted the Defendant's submission that that the circumstances 

of the case were analagous to previous cases involving auditors who were found not to owe a duty of 

care to shareholders and potential investors who relied upon their audited statements to make 

investments. Extending the principles in these cases, the Plaintiff had to prove the existence of a "special 

relationship" between himself and the Defendant in order to establish that the requisite legal proximity. 
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In ascertaining whether a "special relationship" exists, the courts have traditionally focused on whether 

the defendant voluntarily assumed responsibility to the claimant and whether the defendant knew that 

the claimant would rely on his advice. On the facts, the Court found that these factors were evidently 

absent.  

 

Secondly, the Court held that there were public policy considerations which countervailed against the 

imposition of a duty of care on the Defendant. 

 

(a) There was an overlap between the tort of defamation and the imposition of a duty of care, as 

the present action was premised on reputational loss, which fell squarely within the realm of 

defamation. 

(b) There was a conflict between the Defendant's contractual duties to SBI and its alleged duty of 

care to the Plaintiff, as the Defendant had expressly disclaimed liability for its investigation and 

report to any person except SBI's Audit Committee. 

(c) Putting professional firms like the Defendant which are engaged for forensic investigation and 

fact-finding purposes under a duty of care to any person who is named in their reports might 

potentially encourage defensive and excessively circumspect reporting, which would not be in 

the public interest. 

 

Breach of duty 

 

Even if the Defendant owed the Plaintiff a duty of care, the Court would have found that the Defendant's 

conduct had not fallen below the requisite standard of care.  

 

The Court was of the view that the Defendant's findings and the means by which it had arrived at these 

findings were reasonable, fair and objective. Legitimate concerns were raised based on the documents 

and facts available, and these concerns were properly flagged out to SBI's Board for consideration in 

the interests of good governance.  

 

Whether the Plaintiff had suffered loss 

 

Finally, even if the Defendant had breached a duty of care towards the Plaintiff, the Court would have 

found that the Plaintiff was not able to discharge his burden of proving that he had suffered any of the 

alleged losses. Therefore, there was no basis to find that the Plaintiff had suffered any loss or damage 

arising from the Defendant's alleged negligence. 

 

Concluding Words 
 

The Court's decision serves to clarify the scope of the duty of care owed by a professional services firm 

engaged to perform a fact-finding review of a transaction. Such engagements are not uncommon in the 

context of listed companies, where questions have been raised over particular transactions and 
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companies often thereafter engage a profesional services firm to review the matter. Frequently, the 

resulting findings or report are disclosed to shareholders publicly as well as other third parties such as 

regulators. A question therefore arises as to the extent to which the professional services firm might 

owe a duty of care to persons named in their findings.  

 

The High Court’s clarifications in this regard are therefore welcome. In particular, it highlights that not 

every party mentioned in the report who might be affected by its contents is owed a duty of care – the 

third party would have to prove the relevant factors to establish the necessary legal proximity, and would 

have to overcome the policy considerations against the imposition of such a duty. This would include a 

consideration of the extent to which any claimed duty of care would erode protections available to 

defendants under the tort of defamation. 

 

This approach should provide a degree of relief for professional services firms. There is a potentially 

wide range of parties who may be affected by their reports, and the limitation set out by the Court clarifies 

that they are not directly responsible to such parties without the existence of specific factors.  

 

For further queries, please feel free to contact our team below. 
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Patrick Ang 
Managing Partner 
Partner, Restructuring & 
Insolvency  
 
T +65 6232 0400 
 
patrick.ang@rajahtann.com 

 

 
 

Chew Xiang 

Partner, Restructuring & 

Insolvency 

 

T +65 6232 0418 

 

xiang.chew@rajahtann.com 

 

   

   

 

Chow Jie Ying 
Associate, Restructuring & 
Insolvency 
 
T +65 6232 0405 
 
jie.ying.chow@rajahtann.com 
 

 

 

Torsten Cheong 
Associate, Appeals & Issues 
 
T +65 6232 0555 
 
torsten.cheong@rajahtann.com 
 

   

 

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 
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Our Regional Contacts 

  
Rajah & Tann Singapore LLP 

T  +65 6535 3600   

sg.rajahtannasia.com 

  
Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

   

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

  
Rajah & Tann Myanmar Company Limited 

T  +95 1 9345 343 / +95 1 9345 346 

F  +95 1 9345 348 

mm.rajahtannasia.com 

   

 
Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

 

  
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 8894 0377 to 79 / +632 8894 4931 to 32   

F  +632 8552 1977 to 78 

www.cagatlaw.com 

   

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

  

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 
Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

  

 

Rajah & Tann (Laos) Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

 

 

Rajah & Tann Asia is a network of legal practices based in Asia. 

 

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a 

member firm are governed by the terms of engagement between the member firm and the client. 

 

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally 
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage 
which may result from accessing or relying on this update. 
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Our Regional Presence 

 

 
 
 
 

Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South 
Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or email Knowledge & Risk 
Management at eOASIS@rajahtann.com. 

 

 


