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Professional Ethics in Accounting and Finance (PETH)
Sample assessment: Model Answers



Sample assessment
Professional Ethics in Accounting and Finance
AAT Level 3 Diploma in Accounting
Model answers
· This sample assessment is for familiarisation purposes only and must not be used in place of a ‘live’ assessment.
Model answers 
Task 1 (8 marks)
(a) The Financial Reporting Council (FRC)
(b) International Ethics Standards Board for Accountants (IESBA) or International Federation of Accountants (IFAC).
(c) Any two of the following: ICAEW, CIMA, CIPFA or ICAS.
(d) Any two of the following: Audit, investment business or insolvency.
(e) It is EQUALLY important for accountants in business to comply as for those in practice, because these are the fundamental principles of the profession even if how they are complied with is different. 

Task 2 (12 marks)
(a) Professional competence and due care.

(b) Identify one of: regulation of accounting; tax legislation/compliance; money laundering regulation; accounting/reporting standards.
 
Reason given for importance of area selected for sole traders because clients are businesses which must comply with requirement for accurate accounts preparation and tax returns/Charis needs to protect herself re money laundering.
(c) Professional behaviour.
(d) An action for breach of contract. An action for professional negligence.
(e) (i) Yes       (ii) Fraud by false representation

(f) Professional competence and due care. Marion is not acting diligently nor is she in accordance with applicable professional standards by giving an opinion without having access to adequate information.
(g) Read professional journals; attend technical update courses; comply with CPD requirements.


Task 3 (5 marks)

(a) Money laundering.
(b) (i) In trust/as a trustee      (ii) Theft, fraud by abuse of position      (iii) No
Task 4 (5 marks)
(a) BOTH an ethical principle and a legal obligation
(b) An accountant is allowed to use general knowledge and experience from a previous employer but NOT specific information from that employer that is covered by the duty of confidentiality.
(c) (i) Yes, may be appropriate to disclose      (ii) Yes, may be appropriate to disclose
Task 5 (10 marks)
(a) The THREE fundamental principles most threatened are:
· Integrity: including false figures is being associated with misleading information, and it is dishonest.
· Objectivity: giving in to threats/pressure/the offer of payment is allowing a conflict of interest/undue influence to override or compromise professional judgement. 

· Professional behaviour: submitting false figures to HMRC is in breach of relevant laws and regulations and brings the accounting profession into disrepute. 

· Self-interest threat from Mick’s offer of £500 for her holiday.
· Intimidation threat from Mick’s statement that he will report her past behaviour to her firm.

Task 6 (10 marks)

(a) Yes, ABC Co should conduct CDD as these suggested transactions appear to be inconsistent with prior knowledge of the client and the client’s normal business which is painting and decorating on a small scale.
(b) Three from the following:
· Reporting financial and regulatory information clearly and on time (refer to point 1)

· Being transparent with colleagues, customers and suppliers (refer to point 1) 

· Being open and honest by identifying when it is appropriate to accept gifts and hospitality (refer to point 5)

· Paying suppliers a fair price and on time (refer to points 3 and 4) 

· Providing fair treatment to employees (refer to points 2 and 6)
(c) No, it will not be statutory. The code has been created in response only to the trade organisation’s best practice guidelines and ABC Co’s encouragement, so it is clearly a voluntary one prepared by Crawthorne Ltd for its own use / The code cannot be statutory since that would be created under legislation / regulation / case law and used by many companies.
(d) ‘Point 7: Finance function staff will remain vigilant to the risks of being unwittingly involved in money laundering, bribery and other illegal acts. In particular, any overpayment by a customer will be thoroughly investigated by a senior member of finance function staff and only repaid to the customer once it has been established that it is right/legal to do so.’
Task 7 (10 marks) 
(a) Objectivity - because it is difficult to act without a perception of bias when the two clients’ interests are in such conflict because they both want the lease; and Confidentiality - because he has confidential information in respect of each client.
(b) Bernard should:

· consider relevant facts/ethical issues involved/his fundamental principles/any established procedures in ABC Co;


· establish alternative courses of action, establish which is most consistent with the fundamental principles and establish the consequences of each;


· seek advice about the matter within ABC Co, and document the substance of the issue and discussions.
(c) In acting for one of the clients Bernard should consider instituting appropriate safeguards so that his familiarity with the other client does not affect his professional judgement/objectivity, and so that he does not breach confidentiality re the other party.
Task 8 (10 marks) 

(a) (i)  Sam must inform Bradley Ltd that she/ABC Co can no longer act for Bradley Ltd because funds dishonestly retained after discovery of a tax error become criminal property so their retention amounts to money laundering by Bradley Ltd. Sam must make an internal report on the matter to ABC Co’s MLRO.
(ii) If Sam further facilitates Bradley Ltd’s retention of the funds related to the tax error by continuing to act for it, Sam will herself be engaged in money laundering. As ABC Co is a firm in the regulated sector, if the action required under the Proceeds of Crime Act is not taken then Sam will have committed the crime of failure to disclose.


(b) As he is now aware of the error, Vince should report to NCA that he suspects Bradley Ltd of money laundering because it has refused to notify the matter to HMRC. He will be protected from a claim for breach of confidentiality when making this report. Knowing he may have been involved in money laundering, Vince needs to make an authorised disclosure to NCA which may help protect him from a charge that he himself, in making the error, was engaged in money laundering.

Task 9 (10 marks)

(a) ‘Meeting the needs of the present without compromising the ability of future generations to meet their own needs’.

(b) Obligation is part of professional accountant’s responsibility to act in the public interest. This includes supporting sustainability and sustainable development and considering the risks to society as a whole of not acting sustainably.

(c) Taking social, environmental and financial factors into account when measuring position and performance for clients or when assisting with their decision-making.

(d) Any four from the following:
· promote sustainable practices through ABC Co re services, clients, fellow employees, the workplace, the supply chain and business functions/processes
· encourage long-term responsible management/use of resources within ABC Co

· facilitate ABC Co being run in a sustainable manner

· highlight within ABC Co the risks of not acting sustainably

· take social/environmental/ethical factors into account when assisting with decision-making or performance/position measurement.


