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Why do we need this session?

v'Shouldn’t it be easy to remain ethical?

v'"What are some barriers to sound ethical
decisionmaking?

v'"How can these barriers be overcome?

The Four Barriers to Staying Ethical

» Recognizing an ethical dilemma when it
confronts you

* Not everyone agrees on the proper course
of action in any given situation

« We have a strong tendency to rationalize in
favor of a course of action that benefits us

* It's not possible to follow ALL the ethics
rules in every situation
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Wait, Wait

« Shouldn’t there be a simple, easy-to-follow
set of procedures we can use?

» A good program, checklist, process, or
model to guide us...

| Identify Ethical Threat

|

v

’ Is Threat Significant?

¥ YES

Identify and Apply Appropriate
Safeguard(s)

v

Is Threat Eliminated or Reduced
to an Acceptable Level?

¥ No

Consult with Other Experts

|

v

Is Threat Eliminated or Reduced
to an Acceptable Level?

| No

YES

YES

NO
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AICPA Conceptual Framework

Proceed with

Professional
Service

Do Not Proceed
with
Professional
Service;

Consider
Disassociating
with Client or
Employer
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Problems with the Conceptual Framework

If you miss this step, the rest
| Identify Ethical Threat becomes maot

’ Is Threat Significant?

These are subjective

determinations and involve an

¥ YES inherent conflict of interest
Identify and Apply Appropriate
Safeguard(s)
¢' Proceed with
Is Threat Eliminated or Reducec Professional
to an Acceptable Level? Service
¥ No
Consult with Other Experts Do Not Proceed
4’ with
Professional
Is Threat Eliminated or Reduced Service;
to an Acceptable Level? Consider
Disassociating
NO with Client or
Employer
Cotton&
Company

Let’s Just Practice ...

Ethical Dilemmas:
Case Studies
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Ethical Case Studies

v'Read each case study
v'Formulate your conclusion on each

v'Mark your conclusion on the case
study and on the cover/summary

page

Ethical Dilemmas

#1 — New Age Soccer

[ JA. There is no real problem here.
Keeping informal track of scores did not
formally violate any rules.

[ ]1B. Thisis a problem. By agreeing to
participate in the league, these parent-
coaches committed themselves to
following the rules.

dcotton(@cottoncpa.com
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Ethical Dilemmas

#2 — DUE-Due-Diligence

[ 1A. There is no problem here. Since the
adjustments are below your numerically
defined materiality level, you have no
obligation to insist that the corrections be
made to the financial statements.

[ ]1B. Thisis a problem. Although the
adjustments are below your numerically
defined materiality level, you have an
obligation to insist that the corrections be
made to the financial statements so that the
user can be fully informed.

Ethical Dilemmas

#3 — How Green Is Your Reputation?

[ TA. There is not really a problem here. Patis
clearly the most qualified person GAO has to lead
this evaluation and Pat’ s reputation for scholarly
and unbiased analysis has never been questioned.

[ ]1B. This is a problem. Although, Pat is clearly the
most qualified person GAO has to lead this
evaluation and Pat’ s reputation for scholarly and
unbiased analysis has never been questioned, if
users of GAO’ s report became aware of Pat’ s
spouse’ s lobbying activities and the contributions
to environmental activist groups it may not “look
good.”

dcotton(@cottoncpa.com
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Ethical Dilemmas

#4 — Office of Redundancy Office

[ JA. There is no problem here.
Congressman Buster’ s comment, taken in
total, merely indicates his continuing
support for ORO’ s work.

[ ]1B. Thisis a problem. Congressman
Buster may have been trying to get you to
change your conclusions.

Ethical Dilemmas

#5 — PEAK Performance

[ 1A.Juno’s reasoning seems sound.
There’ s no need to require restatement of
prior year financial statements.

[ ]B. Juno’s reasoning is flawed. You
need to inform PEAK that they need to
restate the prior year financial statements.

dcotton(@cottoncpa.com



2018 Professional Development Training
P‘CliA May 17, 2018

Ethical Dilemmas

#6 — Non-Attest Services for GMO

[ TA. This non-attest service would impair your
firm’ s independence and should not be
undertaken unless RY&C resigns as GMO’ s
auditors.

[ ]1B. This is not the type of non-attest service
envisioned by Rule 101 or the yellow book, so
there is no problem accepting the assignment.

[ ]C. This non-attest service can be undertaken as
long as supplemental safeguards are met.

[ 1D. This non-attest service can be undertaken as
long as supplemental safeguards are met and
GMO'’ s audit committee approves the service.

Ethical Dilemmas

#7 — SOX Compliance at Electronic
Village Corporation

[ 1A. There is no problem here. You and
your firm have not done anything
improper.

[ ]1B. Thisis a problem. You should not
accept the engagement on these terms.
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Final Thoughts to Ponder

v'We are CPA’s and accountability professionals
first and foremost

v Our first obligation is to serve the public
interest

\/Serving the public interest and prospering are
not mutually exclusive, BUT

i serving the public interest ever conflicts with
prospering,

Our choice must be to serve the public interest
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