[image: image1.jpg]aat





CBT Practice test model answers

Professional Ethics in Accounting and Finance (PEAF)

Practice assessment 4

Section 1

Task 1.1
[image: image2.png](a) Complete the following statement about AAT's code of fundamental principles by choosing ONE option.

*Amember who acts diigently and in accordance with applicable technical and professional standards

‘when providing professional senices is following the fundamental principle of [professional competence and due care. |

(b) Identify whether the following statement about AAT's conceptual framework is TRUE or FALSE.

Amember shalltake qualitative as well as quantiative factors into account when considering the significance.
of a threatto compliance with the fundamental principles.

Tue

False





Task 1.2

[image: image3.png](a) Answer the following question by choosing ONE option.

According to the introduction to AAT's Code of Professional Ethics, to which of the following objectives is the
accountancy profession commitied?

Acknowledging its duties to employers above all other parties

Mastering skills and techniques acquired through learning and education and maintained through
continuing professional development

Rendering senices to standards of conduct and performance that are acceptable in the circumstances

(b) Complete the following statement by choosing ONE option.

‘Inthe UK, the part of the Financial Reporting Council (FRC) that is directly responsible for examining
publc interest cases involving accountants is [ine Accountancy and Actuarial Discipiinary Board (+ADB). Jidl]

(c) Identify whether the following statement is TRUE or FALSE.

Amemberwho is found guity of breaching the criminal law in the UK will be punished by the state.





Task 1.3

[image: image4.png](a) Answer the following question by choosing ONE option.

Which of he following bodies sponsors AAT?

Institute of Chartered Accountants in Scotiand (ICAS)

Interational Federation of Accountants (IFAC)

Financial Reporting Council (FRC)

Association of Chartered Certified Accountants (ACCA)

(b) Identify whether the following statement is TRUE or FALSE.

AAT is a member of the Consultative Committee of Accountancy Bodies.





Task 1.4

[image: image5.png]Identify whether each of the following statements is TRUE or FALSE.

[AAT's Code of Professional Ethics provides detailed rules on howto act
in every possible situation that  member might encounter.

[The Code of Ethics for Professional Accountants published by IFAC
ladopts a principles-based approach rather than a rules-based approach)





Task 1.5


[image: image6.png](a) Answer the following question by choosing ONE option.

Whattype of operational isk s KMD LLP facing?

Political fisk

Economic risk

Legal risk

Irma, a member in practice, has been approached by Kenneth, a prospective diient, to undertake advisory work. However, Ima
has not been able to complets customer due diligence procedures for Kenneth

(b) Identify the action Irma should take by choosing ONE option.

P —

Obtain permission to act for Kenneth from AAT





Task 1.6

[image: image7.png]Identify whether each of the following statements is TRUE or FALSE.

[Members who provide accounting, taxation or related consultancy services on a
[self-employed basis in the UK must join AAT's Scheme for members in praclice.

/An AAT member n practice must complete AAT's CPD Cycle at least every two years.

[Continuing professional development requirements are a safequard to mitigate,
linreats to the fundamental principles.





Task 1.7

[image: image8.png](a) Identify whether each of the following statements is TRUE or FALSE.

A member in practice may charge contingent fees for certain types of non-
|assurance engagements

[Members in practice may quote a fee for senvices thatis below the fee quoted by|
[another member.

SIS

Catherine,  member in praciice s a sole praciitioner, specialises in the provision oftaxation senvices. She
frequently provides tax advice for clients of another sole praciitioner member, Michael, who does not have tax
expertise. Catherine invoices Michael's clients for her services and pays Michael a percentage of each invoice
as areferral fee.

(b) Complete the following statement by choosing ONE option.

“The situation may represent a selfinterest threat to Catherine’s compliance with the fundamental principles.

of [objeciity and professional competence and dus care Jdl]

Navan, a member in practice as a sole practitioner, has entered into an agreement with Data Lig, a software
vendor. This agreement states that Navan will receive a commission payment each ime his clients purchase
‘Software ffom Data Ltd.

(c) Complete the following statement by choosing ONE option.

“The agreement [may be permitied by AAT's Code of Professional Eihics if appropriate safeguards are appiied Jdl]





Task 1.7, continued
[image: image9.png](d) Complete the following statement by choosing ONE option.

‘Harry's marketing activiies are

permitted because AAT's Code of Professional Ethics does not restrictthe manner in which
members market heir senices.’

not permitted because AAT's Cade of Professional Ethics expressly forbid members to ‘cold-
call prospective dlients."

not permitted because AAT's Code of Professional Ethics does not allow members to make
disparaging references or unsubstantiated comparisons 1o the work of another.”

Dodiis amember in business, working in the accounts department of Cair Ltd.

(¢) Identify whether Dodi's behaviour in each of the following cases is ethical or unethical.

Dodi pays purchase invoices received from Caim Lid's largest supplier,
ire Lig, before the due date of payment Dodi knows that as a result
Caim Lid's smaller suppliers are usually paid ate. Dodi is treated to meals
in expensive restaurants several times a year by Alre Ltd's buyer.

Dodi promises to organise early paymentfor a supplier n return for a
discount of £100 offthe invoiced amount.

Dodi uses Cairn Ltd's telephone to ring his friend in Australia once aweek.





Task 1.8

[image: image10.png](a) Complete the following statement by choosing ONE option in each case.

“For Tian this situation presents [a self-interest threat [ to the fundamental principle of [confidentiaity” v

(b) Answer the following question by choosing ONE option.

What course of action should Tian take?

He should manipulate the information and receive the enlarged bonus but disclose
this fullyto his employer

He should manipulate the information and receive the enlarged bonus then resign.

He should not manipulate the information

Assam is an AAT member employed by Stringer pic. Recently Assam accepted hospitality from one of
Stringer pic's suppliers, Grindle plc. Assam has now realised that this was in fact intended as an inducement
for himto award Grindle plc a new coniract with Stinger pic. Grindle plc has indicated to Assam that it will
make his acceptance of the hospitality public unless the contract is awarded.

(c) Complete the following statements by choosing ONE option in each case.

‘For Assam the inducement represented|a selfinterestinreat ] to the fundamental principle of [objectvty. v
Giindle plc's indication that it will make the inducement publicis [an intimidation threat B to the fundamental principles for Assam.”





Task 1.8, continued

[image: image11.png](d) Identify whether each of the following statements is TRUE or FALSE.

The objectiity of a member in practice is threatened when there is a close business relationship between the
member andthe director of a client, but itis not threatened when the relationship is between the member and
an employes ofthe clent.

True

False

Amember in practice who evaluates that the fundamental principle of objectivty is threatened by their close.
personal relationship with the director of a client should immediately terminate the personal relationship.





Section 2

Task 2.1

[image: image12.png](a) Identify whether each of the following actions and attitudes indicate compliance or non-compliance
with ethical organisational values.

ctions and attitude

[The management of Tulip Ltd encourages employees to achieve
ftargets regardless of the methods used to attain those targets

[The management of Daffodil Ltd has made it clear to employees.
inat it prefers honest but unfavourable reports to favourable but
ldishonest reports

IThe management of Leek Ltd does not see the need for documented|
whistle-blowing procedures.

(b) Identify whether the following statement is TRUE or FALSE.

AAT's Code of Professional Ethics only applies to full members of AT, notto student members.





Task 2.2

[image: image13.png](a) For each of the following situations, identify whether Judy has complied fully or failed to comply fully
with AAT's Code of Professional Ethics in respect of holding clients’ monies.

Situation

|she only uses the money in the clients’ bank accountfor
lpurposes stipulated by the clients.

[She has transferred interest eamed on the balance in the
|cients' bank account to her personal account without informing
line clents.

Peter, an AAT member in practice, holds monies on behalf of a client, Jacob. Peter has used some of Jacob's
money for his own personal expenses without informing Jacob.

(b) Answer the following question by choosing ONE option.

‘Which Fraud Act 2006 offence s it most ikely that Peter has committed?

[Fraug by abuse of position





Task 2.3

[image: image14.png](a) Answer the following question by choosing ONE option.

Whatis Demi's position in respect of using tis information?

Demi must not use itfor her personal advantage.

'Demi may now use itfor her personal advantage as her duty of configentiality to Gregory has ceased.

‘The data controller at Fox Ltd has notified the Information Commissioner's Office thatthe company is storing
personal information on its computer system.

(b) Complete the following statement by choosing ONE option.

or s notficaon must b renewes





Task 2.4

[image: image15.png](a) Complete the following statement by choosing ONE option.

“Sergez should disclose confidentialnformation on tis materto s fim's Haney Laundering Reporting Offcer (WLRO) Jl]

(b) Identify whether the following statement is TRUE or FALSE.

“Whenitis in the public interest and not prohibited by law, a member may disclose confidential information it
this is necessary to protect the member's professional interests in legal proceedings.”

Tue

False





Task 2.5

[image: image16.png](a) Identify whether the following statements are TRUE or FALSE.

[The member may be able to avoid liability if he states thatthe reference is given
without financial responsibiliy on the member's part.

Ralph told his client Lisa that he was a tax specialist and charged her  high rate for tax advice. Infact he
has neither qualifications nor experience intax Lisa has incurred financial Iosses by acting on Ralph's
advice.

(b) Answer the following question by choosing ONE option.

Which Fraud Act 2006 offence is it most likely that Ralph has committed?

False representation

Abuse of position

Failing to disclose information





Task 2.6

[image: image17.png](a) Complete the following statement by choosing ONE option.

When e inancil tstments ae repared, hy ae ownea by v

An AAT member in practice has a right of lien over documents on which work has been carried out Afee note
has been rendered in respectof that work and these fees are unpaid.

(b) In respect of this right of lien, identify whether each of the following statements is TRUE or FALSE.

[This rightis  general ien

[The documents over which a member in praclice may exercise this
lien must have come into the members possession by proper
[means.





Task 2.7

[image: image18.png](a) Identify Sophie’s correct course of action by choosing ONE option.

‘Sophie has a duty of confidentialityto Felper Ltd so must not report the matter o any third party.

‘Sophie has a public duty to report the matter o the regulator of the financial senvices industy.

‘Sophie has a legal dutyto reportthe matter to the Serious Organised Crime Agency (S0CA).

(b) Identify whether each of the following statements is TRUE or FALSE.

ftne value ofthe criminal property s below £100.

[The maximum period of imprisonment that can be imposed on a

Concealing criminal property is not a money laundering offence if





Task 2.8 

[image: image19.png]Answer the following question by choosing ONE option.

Which course of action should Al take?

Actin accordance with the instructions of the board of directors.

‘Seek advice from AAT's Ethics Advice Line.

Resign from Updike pic.






Task 2.9

[image: image20.png](a) Complete the following statement by choosing ONE option.

“Cerihas,

committed the criminal offence of money laundering.”

committed the criminal offence of failure to disclose.”

ot committed an offence because the duty of confidentiality overrides any legal requirements.”

(b) Identify whether each of the following statements is TRUE or FALSE.

[The offence of tipping off occurs when information which might prejudice an

linvestigation into money laundering is disclosed by an accountantto the
lsuspect of the investigation

[A-report about suspected money laundering made by a Money Laundering
|Reporting Offcer (MLRO) to the Serious Organised Crime Agency (SOCA) is
|called a Suspicious Actvity Report (SAR).

SIS





Task 2.10

[image: image21.png](a) Answer each of the following questions by choosing ONE option.

What additional fact must be contained in Paur's required disclosure?

How long the actiity has been going on for

Where Lomais

Whatthe propertyis

“The reasons for Paul's suspicions

Inwhattype of report must Paul submit his required disclosure?

Anintemal report

A Suspicious Activity Report (S4R)

Afinancial report





[image: image22.png](b) Identify whether each of the following statements is TRUE or FALSE.

A disclosure to a regulator that the business has failed to comply with legal obligations.
Imay be treated as a protected disclosure under PIDA

/A employes who has been dismissed for making a protected disclosure under PIDA
s entitied to reinstatement in his or her old job





