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P6 The Ethical Professional
2011 Assessment Series 1

Rules and instructions to students
1. This assessment may only be taken after completing an agreed ethics learning provision. You should aim to take no more than three hours in total completing it. Exam conditions or supervision is not required and you may look at personal notes or other guidance whilst you are completing your assessment.  
2. You must not share or pass this assessment material to anyone else.
3. You must return your completed assessment within eight weeks of it being sent to you. Please complete your assessment as a Microsoft Word file. Make sure you put your name /student number/ assessment reference / and date on the top of the document and put your student number and name as the file name.

4. You are required to provide an answer to all FOUR questions. Start each new answer on a new page. 

5. Each answer should be between 300 and 500 words.  Quality of argument is more important than quantity of words.  Bullet points, diagrams and tables are allowed if they help your answer.

6. Do not copy, plagiarise or otherwise use others work. Your answers must be authentic and original produced by you. If you want to use a quote or refer to some published material you should fully reference it to its source. If you contravene any of these rules you will be considered to be in breach of the IFA’s Code of Ethics.
7. In many instances there are no right or wrong answers in this topic, therefore answer using your own understanding of the topic and the issues raised in each question.
8. The assessor will be looking for reasoned arguments for any actions that you propose in your answers.
9. Whenever possible and relevant you should make reference to the IFA/IFAC Code of Ethics and/or other codes and principles.
Question 1
Scenario
Benjamin has been working for an accountant for the past three years as a manager and he is about to take his final IFA examinations.  The firm that he works for have been a good employer and funded his studies.  He is a keen squash player and a member of a local club.   Whilst relaxing after winning a tough game, the captain of the club, Peter, comes across to talk to him.  Initially Peter talks about how well Benjamin has been playing and ask him whether he would like to join the ‘first team’ of the club to play against other clubs.  Benjamin is flattered by this and agrees immediately.  Peter continues talking to him saying “I hear you are about to qualify with IFA” and tells him that he is a junior partner at a rival firm, but that they are currently looking to grow the business and would be keen to talk to Benjamin about the possibility of him joining their firm and bringing some of his clients with him.  Benjamin listens and says he will think about it.  On the way home, and during the night, Benjamin is concerned about the ethics of the apparent offer that he was being made.
Required:
What should Benjamin do?
Five key points to potentially be covered in the answer

1. It is important for Benjamin to recognise that he needs to make his own moral and ethical judgement with regard to this situation.   
2. Benjamin should consider his loyalty to his existing firm, especially as they are supporting his development; he might also have a contractual commitment to remain with the firm for a period of time after he qualifies.
3. The ethics of Peter need to be discussed.  First in the build up through the Squash team offer, and then in the unashamed attempt to poach not just Benjamin, but also clients from the other firm of accountants. 

4. Benjamin will need to consider the potential damage to his reputation if he takes Peter’s offer any further. 

5. A reference to section 250 of the IFAC code concerning inducements would earn additional marks in this question
Question 2

Scenario
Robert, an accountant running a small private practice, opens his local newspaper to find a report about a client of his, John, who he has worked with for many years.  John has won a local Council prize for exemplary service to the local community through a project he has been leading at a youth club, where he has been awarded a significant amount of funds for the redevelopment of the youth club building.
Robert is concerned as he knows that following his divorce John has serious personal financial problems and that John’s business is on the point of being wound up. Robert is further concerned as he knows that John is involved in a personal relationship with one of the other youth club leaders.

Last week, Robert had a meeting with John where the uncertain financial position of John and his business were discussed in depth.  Robert is due to file a return to the tax authorities at the end of the month, but John has asked him to hold on for a few weeks, because he is expecting a turnaround in his cashflow. 
Required:
Robert is concerned about whether it is just his suspicions which link John’s financial position and the imminent injection of funds into the youth club.  What action(s), if any should Robert take?
Five key points to potentially be covered in the answer
1. Section 140 of the IFAC code of ethics discusses the levels of confidentiality expected from qualified accountants.  Robert needs to refer to this to inform his judgements.
2.  Robert needs to behave in exemplary fashion in all aspects of his difficult situation.  His first move should perhaps be to talk to John to congratulate him on the news, but without betraying any of his suspicion.  John’s reaction might inform Robert better about the way ahead.
3. Robert needs to ensure that he does not hold back any tangible information from the tax authorities as a favour to a client
4. Robert could make enquiries about the financial structure and administration of the youth club to ensure that there is no opportunity for any misappropriation of funds
5. Robert needs to be wary of his own reputation in his wider community of stakeholders.
Question 3
Scenario
You are asked by a client, Sarah Meeds, to write to her setting out the rationale and requirement for a code of ethics.  Sarah runs a local manufacturing business employing 30 people who have worked with her for a long time.  There is a family atmosphere in the business, which was started by Sarah’s father, and the business has never codified any aspect of its culture and behaviour.  The business is in the process of acquiring a competitor which will double the turnover and the number of employees.  Sarah is concerned to get the right principles in place before the takeover and to have a code of business ethics and has asked for your help.
Required:
Write to Sarah setting out the core areas that she should consider including within the ethics code document, together with any additional business areas that you would recommend should be codified.
Five key points to potentially be covered in the answer
1. The answer should be set out in the form of a letter, which will allow the examiner to judge the candidate’s ability o construct such a document.
2. The code of ethics should include the setting out of the company’s mission, values, and approach to different stakeholder groups as a minimum.
3. The code of ethics should discuss conflicts of interest and how employees should behave in such situations.  This section should probably refer to the likely areas where conflict might arise for an employee of this business, rather than just a generic set of concepts.
4. The letter should refer to other codes of practice known to the candidate and discuss the benefits of including certain points

5. The letter should, as requested in the question, identify other areas which should be codified, such as Corporate Social Responsibility, Discrimination policies, Health and Safety policies, terms and condition of employment etc

Question 4
Scenario
Alison is approaching her final accountancy exams and has been working hard at both study and work.  She has worked for Brown and Brown, an accountancy practice, for the past three years and has proved an accurate and reliable employee, and has developed a good professional relationship with a number of clients.  
Whilst reviewing her recent work Mrs Brown (one of the partners) finds a series of emails exchanged between Alison and Terry, one of the practice’s clients, discussing the different ways in which his business stock can be valued to arrive at the optimal profitability figure for the business.  The tone of the emails is friendly rather than business-like and Mrs Brown is concerned that Alison’s final figures have been influenced by the client’s needs rather than by the prudent application of ‘true and fair’ standards.  It is also clear from the emails that Alison has recently been to Terry’s office Christmas party without letting the practice know.  

Mrs Brown’s concern is for the reputation of the practice, as well as for any undue influence on Alison, who is viewed as an exemplary trainee accountant.
Required:
What action would you advise Mrs Brown to take?  Ensure that your answer considers reputation, conflicts of interest, and how the situation could have been avoided in the first place.
Five key points to potentially be covered in the answer

1. The meaning of ‘conflicts of interest’ and how they arise
2. What do standards mean by ‘true and fair’ and why this can lead to radically different interpretations of the same figures
3. Why reputation matters, and a consideration of the different reputations that are at risk within the scenario
4. How Mrs Brown should handle the issue, without destroying any of the employee and client relationships involved
5. The need for clear codes of expected behaviour and transparency
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