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Section 1
Task 1.1

Complete the following sentences by selecting the appropriate option from each list below.

(a)
‘The behaviour of a member who is straightforward and honest in all professional and business relationships is following the fundamental principle of

Objectivity’

Professional competence and due care’

Integrity’

	


(b)
‘The conceptual framework approach requires members to

Comply with a set of specific rules’

Identify, evaluate and respond to threats to compliance with the fundamental principles’



	


Task 1.2
Answer the following questions by selecting the appropriate option in each case.

 (a)
The accountancy profession is committed to which of the following objectives?

An outlook, which is essentially commercial, achieved by being business minded and free from regulatory pressure.

Rendering services to acceptable standards of conduct and performance.

Acknowledgement of duties to society as a whole in addition to duties to the employer or client.


	

	


 (b)
In the UK, which part of the Financial Reporting Council has direct responsibility for reviewing the way in which the professional accountancy bodies regulate their members? 

The Accounting Standards Board (ASB)

The Accountancy and Actuarial Discipline Board (AADB)

The Professional Oversight Board (POB)





	

	


Complete the following sentence by selecting the appropriate option from the list below.

(c)
‘A code of business ethics in an organisation should be designed to help an individual in the organisation

make the right choice between alternative courses of action.’



identify the appropriate person to whom an ethical dilemma should be referred.’

Task 1.3
Identify whether each of the following professional accountancy bodies is or is not a sponsoring body of the AAT by selecting from the list below. 

	Sponsoring body of the AAT
	Not a sponsoring body of the AAT 

	
	


	ICAI   ICAEW    ICAS   FRC    IFAC   CIMA   CIPFA   ACCA


Task 1.4
Respond to the following statement by selecting the appropriate option.

(a)
The AAT Guidelines on Professional Ethics are an example of civil law.

True

False








	

	


Answer the following question by selecting the appropriate option.

(b) 
Which of the following is a valid reason for an organisation to introduce an ethical code?

To ensure that there is consistency of conduct by employees across the organisation. 

To impose criminal sanctions on employees who fail to comply with the ethical code.











	

	


Task 1.5
Complete the following sentence by selecting the appropriate option from the list below.

(a)
According to the Basel Committee on Banking Supervision, the definition of operational risk is:

‘The risk of direct or indirect loss resulting from inadequate or failed
processes, people and systems.’






regulation.’

	

	


(b)
Cecily, a member in practice, wishes to enter into a professional relationship with a client which will almost certainly last for at least two years. 

Answer the following question by selecting the appropriate option.

As part of her customer due diligence processes, which of the following actions must Cecily take? 

Notify the AAT of the relationship.

Verify the nature and value of the client’s assets.

Verify the client’s identity on the basis of documents, data or other reliable information.


	

	


Task 1.6
Complete the following sentence by selecting the most appropriate option from the list below.

(a)
‘A member’s continuing duty to maintain professional knowledge and skill so that a client or employer receives competent professional service forms part of the fundamental principle of 

Integrity.’

professional competence and due care.’





professional behaviour.’ 

Respond to the following statement by selecting the appropriate option.

(b)
Within the conceptual framework of threats and safeguards, continuing professional development (CPD) requirements form one of the safeguards created by the profession.

True










False 

Task 1.7
(a)
Jacob, an AAT member in practice, is conducting a second interview of an excellent candidate (also an AAT member) for a senior post in Jacob’s firm. When discussing remuneration the potential employee states she will bring a copy of the database of clients from her old firm to introduce new clients to Jacob’s firm. She also says she knows a lot of negative information about her old firm which Jacob could use to gain clients from them.

Answer the following question by selecting the appropriate option.

In order to behave in an ethical manner in these circumstances, what is the most appropriate action for Jacob to take following the interview?

Because she shows business acumen, offer her the job. 

Because she has breached the fundamental principles of integrity and confidentiality, report her to the AAT.  

Because she lacks integrity, inform her that she will not be offered the job. 

(b)
Frankie, an AAT member in practice, has been accused of bringing the profession into disrepute when marketing his professional services.

Complete the following sentence by selecting the appropriate option from the list below.

‘This accusation is most likely to arise if Frankie

 states in an advertisement that he is a fully qualified member of the AAT.’ 

 makes a disparaging reference in an advertisement to the work of Iqbal, an ACCA member.’



 refers in an advertisement to the fact that some if his employees are only part-qualified.’ 

(c)
Jessica Murray is an AAT member who has worked for many years in Salim & Wright LLP, a practice that has branches in the UK, Europe and North Africa. She has now become a partner in the practice along with Tim Salim and Godfrey Wright, and Jessica wishes to change the practice’s name to Salim, Wright & Murray MAAT International LLP.

Identify the element of the proposed name that is prohibited by s253 of the AAT Guidelines on Professional Ethics, by selecting it from the list below.

	Permitted name
	Prohibited element 

	Salim, Wright & Murray 
	MAAT
	International
	LLP
	


(d)
Complete the following statement of how a member should apply safeguards against threats in any particular circumstance by selecting the appropriate word(s) from the list below.

‘In exercising professional judgement, a member should consider what a reasonable and informed
                                        having knowledge of all relevant information, including the                                      of the threat and the safeguards applied, would conclude to be                                                          .

	third party
	fellow professional
	cost
	significance 
	acceptable
	Unacceptable


Task 1.8
 (a)
Vernon, a member in practice, performs book-keeping services for both Yen Ltd and Piston Ltd. The two companies are in dispute about a series of purchases that Yen Ltd made from Piston Ltd. 

Complete the following sentence by selecting the appropriate option from the list below.

‘For Vernon this situation threatens both the fundamental principles of 

objectivity and confidentiality.’






integrity and professional behaviour.’

confidentiality and professional competence.’

(b)
Niall is a member in business. His cousin Oonagh has recently been employed by an organisation with which Niall has regular business dealings. Oonagh’s position means that she would be able to offer Niall preferential treatment in the awarding of major contracts.

Answer the following question by selecting the appropriate option.

What should Niall do?

Seek legal advice.

Advise Oonagh of relevant threats and safeguards that will protect Niall should he receive such an offer from Oonagh’s organization.




Immediately inform higher levels of management.

Complete the following sentence by selecting the appropriate option from the list below.

(c)
‘The requirement for an AAT member in practice to be independent of a client applies in relation to

all clients.’

assurance clients only.’






(d)
Quentin is an AAT member in practice with Topping LLP. He is engaged on an assurance assignment for Nickel plc when he receives news that his grandmother has left him a 1% shareholding in Nickel plc in her will.

Complete the following sentence by selecting the appropriate option from each list below.

‘This situation presents a

familiarity threat.’
self-interest threat.’







and the best course of action would be

to remove Quentin from the assurance engagement.’



to inform the audit committee of Nickel plc.’

(e)
Helena is employed by Elaprop LLP and has been part of an assurance team for its client, Bowen plc, for three years. Helena has been approached by Bowen plc with an offer of a senior job in the company’s finance team.

Complete the following sentence by selecting the appropriate option from the list below.

‘This situation presents 

an intimidation threat.’

a self-interest threat.’







Answer the following question by selecting the appropriate option.

Which TWO of the following safeguards should Elaprop LLP have in place?

A policy requiring Helena to notify the firm of such an offer.




A policy preventing Helena from entering employment negotiations with an assurance client.
A policy requiring Helena to resign from the firm once an offer of employment is received from an assurance client.
A policy requiring Helena’s removal from the assurance engagement with Bowen plc. 

Section 2

Task 2.1
(a)
Identify whether the following business values are those set out in the Nolan Principles by selecting a relevant item from the list below to each box.

Nolan Principles

	 

	


Business values

	Trust

	Accountability

	Transparency

	Honesty


(b)
Trevor, an AAT member, has not complied with the AAT Guidelines on Professional Ethics. 

Complete the following sentence by selecting the appropriate option from the list below.

‘Disciplinary action will be taken against Trevor 

immediately.’

if his employer notifies the AAT of his non-compliance.’

if his conduct reflects adversely on the reputation of the AAT.’ 


 Task 2.2
(a)
Gregory, an AAT member, has just started his own accounting business. One of his first clients, Cassandra, has asked Gregory to keep custody of £200 in cash for one month, when it will need to be paid to HM Revenue and Customs in settlement of Cassandra’s income tax liability.

Answer the following question by selecting the appropriate option.

What should Gregory do?

Keep a note of the amount of money but hold it in his established bank account.

Hold the money separately from his own money and that of his business. 


Inform Cassandra that he cannot hold the money as he is not regulated by the Financial Services Authority (FSA).

 (b)
William is an AAT member in practice who acts on behalf of an elderly client, Jordan. Last month William issued an invoice for £5,000 to Jordan for ‘safeguarding services’, which just involved being sole signatory on Jordan’s bank account for a period of one month. He has now transferred £7,000 to himself from Jordan’s bank account, in settlement of the invoice plus £2,000 ‘late fees’. Following a complaint from Jordan’s son, the police are now investigating William for fraud.

Answer the following question by selecting the appropriate option.

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

Fraud by false representation.
Fraud by abuse of position.







Fraud by failing to disclose information.
Task 2.3 

(a)
Alessandro is an AAT member in practice employed by Sueka LLP, He has acquired some information about Polina Ltd in the course of acting for the company on an assurance engagement. 

Complete the following sentence by selecting the appropriate option from the list below.

‘The principle of confidentiality imposes an obligation on Alessandro to refrain from 

using the information to the advantage of Sueka LLP.‘


disclosing the information within Sueka LLP.’

disclosing the information to anyone at all.’

(b)
Susan, an AAT member, owns and runs a small accountancy practice with seven employees. She has failed to notify the Information Commissioner of the practice’s data processing operations. 

Respond to the following statement by selecting the appropriate option.

Susan has committed a criminal offence and may be fined if convicted.

True









False

Task 2.4
(a)
Answer the following question by selecting the appropriate option.

In which circumstance are AAT members specifically advised to seek professional advice before disclosing confidential information?

Where there is a professional duty to disclose in the public interest, and this is not prohibited by law.
Where disclosure is required by law.
Where disclosure is permitted by law and is authorised by the client or employer.
(b)
Bill is an AAT member in practice as a sole practitioner. He suspects terrorist financing activities are taking place at his client, Hover Ltd.

Complete the following sentence by selecting the appropriate option from the list below.

‘Bill should disclose his suspicions concerning Hover Ltd to

the police.’

the board of Hover Ltd.’

the Serious Organised Crime Agency.’




Task 2.5
(a)
Complete the following sentence by selecting the appropriate option from the list below.

‘Breach by a member in practice of the duty to exercise reasonable care and skill means the member may be liable to the client for

 breach of contract and professional negligence.’




 fraud and professional negligence.’






 fraud and breach of confidentiality.’

 breach of contract and breach of confidentiality.’

(b)
Lionel, an AAT member in business, has been asked by his employer to undertake a major project for which Lionel currently does not have sufficient specific training or experience. 

Complete the following sentence by selecting the appropriate option from the list below.

‘Lionel may nonetheless undertake the project if he 

has adequate support.’








informs the employer that his performance will be lacking in expertise.’

Task 2.6
(a)
Patrick is a member in practice in the UK who acts as a principal in relation to his client, Pippa Ltd. To help Pippa Ltd’s finance director in his preparation of the company’s financial statements, Patrick has agreed to prepare a sales ledger control account reconciliation. 

Complete the following sentence by selecting the appropriate option from the list below.

‘Ownership of the reconciliation when it is complete is

Patrick’s.’

Pippa Ltd’s.’








(b)
Identify the three conditions that must exist for an AAT member in practice to have a right of lien over the documents of a sole trader client, by selecting the relevant conditions from the list below.

Right of lien exists

	

	

	


Conditions

	The documents belong to the client. 

	The documents belong to a third party.

	The documents are in the member’s possession by proper means.

	The documents are in the member’s possession, however this has come about. 

	Work has been done by the member on the documents for which the fee has been paid.

	Work has been done by the member on the documents for which the fee is outstanding.


Task 2.7
(a)
Zoe, an AAT member in practice in the UK, works for a large firm of accountants. Zoe has a client which refuses to make disclosure of a known error in its taxation affairs, after having had notice of the error and a reasonable time to reflect. 

Complete the following sentence by selecting the appropriate option from the list below.

‘Zoe is obliged to report the client’s refusal and the facts surrounding it to

HM Revenue and Customs (HMRC).’

the Serious Organised Crime Agency (SOCA).’

the Money Laundering Reporting Officer (MLRO).’




(b)
Respond to the following statement by selecting the appropriate option.

An act of attempting to conceal criminal property is only reportable as a money laundering offence if it involves amounts of £500 or more.

True

False








(c)
Complete the following sentence by inserting the appropriate figure.

‘The maximum period of imprisonment that can be imposed on a person found guilty of money laundering is 

                        years.’
Task 2.8
Malcolm, an AAT member employed by Dreed plc, is facing significant pressure from his employer to intentionally mislead the company’s internal auditors. 

Complete the following sentence by selecting the appropriate option from each dropdown menu.

‘Malcolm’s situation represents 

an intimidation threat






a self-review threat

and his immediate response should be to implement the safeguard of

obtaining advice from the AAT.’




resigning from Dreed plc.’

Task 2.9
(a)
Complete the following sentence by selecting the appropriate option from the list below.

‘If an AAT member makes any disclosures which are likely to prejudice an investigation, following a report to the relevant person concerning money laundering, the member 

has committed the criminal offence of tipping off.’




should consult the AAT Ethics Advice Line.’

may be liable to disciplinary action.’

(b)
Rohinder is an AAT member on an assurance engagement at Poster plc. During the course of the engagement he has become aware of client staff disguising the nature and source of certain funds which Rohinder believes derive from tax evasion.

Complete the following sentence by selecting the appropriate option from the list below.

‘Rohinder must report his suspicions so as to avoid a charge of

money laundering.’

failure to report.’








tipping off.’ 

Task 2.10
(a)
Dominic, an AAT member, has been employed for some years by Hill plc. He feels that his immediate manager Serena poses a threat to his ability to perform his duties with the appropriate degree of professional competence and due care, as she has deliberately concealed evidence of criminal acts. Dominic has not been able to reduce this threat sufficiently with relevant safeguards. He therefore wishes to make a protected disclosure to the board of Hill plc. 

Answer the following question by selecting the appropriate option.

What is Dominic’s position as a whistle-blower in relation to the Public Interest Disclosure Act?

He will not be protected unless he discloses to a legal adviser.

He will be protected provided he acts in good faith.




He will not be protected as this is not a qualifying disclosure.

(b)
Answer the following question by selecting the appropriate option.

To which of the following disclosures does the Public Interest Disclosure Act extend? 

Professional negligence 

Endangerment of an individual’s health and safety

Environmental damage







Breach of contract 

(c)
When reporting suspicion of money laundering, an AAT member in practice must make a ‘required disclosure’. 

Identify which items of information should be included in the disclosure by selecting the appropriate items from the list below.
Relevant disclosure

	

	

	


Items of information

The identity of the suspect (if known).

The whereabouts of the suspect (if known).

Information on which suspicion of money laundering is based.

The nature of the laundered property (if known).

The whereabouts of the laundered property (if known).

The type of money laundering offence that has been committed.
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