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Ethics for Accountants 

Threats and Safeguards to Fundamental Ethical Principles 

Intimidation Threats 

Bhavinder works as a self employed accountant. 

Bhavinder has completed the financial statements and income tax return for one 

of his clients who is very unhappy with the amount of tax he has to pay. 

The client has insisted that Bhavinder changes the accounts so that they show 

less profit and hence less tax payable and that if he doesn’t do this, he will find 

another accountant who will do this and tell his family members and friends who 

are also Bhavinder’s clients to do the same. 

Which of the fundamental ethical principles are threatened by this intimidation 

threat and why? 

 
This situation represents an intimidation threat to Bhavinder’s integrity, 
objectivity and Professional Behaviour. 
 
The threat for Bhavinder is that he will lose clients and the fee income that 
goes with this. Bhavinder may therefore be tempted to do what the client 
wants. 
 
However, if Bhavinder was to do what the client wants, he would be acting 
both unethically and illegally and this would be in breach of his integrity and 
would demonstrate a lack of professional behaviour. If it was discovered, 
Bhavinder would be subject to disciplinary sanctions from his professional 
body. 
 

 
What safeguards should Bhavinder put in place to deal with this intimidation 

threat? 

 
Bhavinder should explain to the client that he is unable to do what the client 
wants because it would be both unethical and illegal. 
 
If the client is insistent on changes being made to the accounts and tax return, 
Bhavinder must inform the client that he will no longer be able to act for him. 
 
In these circumstances, Bhavinder may also want to contact his professional 
body’s ethical advice line for further guidance before speaking to the client. 
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Bhavinder works as a self employed accountant. 

Bhavinder is carrying out the audit for one of his clients. He has noticed that the 

Managing Director of the company has made a number of high value payments 

to his brother for ‘consultancy services rendered’.  

The Managing Director claimed that these were legitimate payments but could 

not explain exactly what work was done or what was achieved as a result of this. 

Bhavinder has said that the Managing Director should have got approval for this 

from the shareholders and will have to include this finding in his audit report. 

The Managing Director told Bhavinder that if he includes this in the audit report 

then he will not consider Bhavinder for some lucrative tax planning work that 

the company will be requiring in the next six months. 

Which of the fundamental ethical principles are threatened by this intimidation 

threat and why? 

 
This situation represents an intimidation threat to Bhavinder’s integrity, 
objectivity and professional behaviour. The threat is that Bhavinder will lose 
out on the income from tax planning work. 
 
However, if Bhavinder does not report his findings he will be acting 
unethically and will be breaching the fundamental ethical principles of 
integrity and professional behaviour and is at risk of bringing the profession 
into disrepute. 
 

 
What safeguards should Bhavinder put in place to deal with this intimidation 

threat? 

 
Bhavinder should explain to the Managing Director that he is obligated to 
report these findings and failing to do so would be unethical. 
 
Bhavinder should also explain that if the company want him to do the tax 
planning work in future he would be happy to do it, but that it has nothing to 
do with the audit he is currently undertaking and cannot be used as a 
‘bargaining chip’ to get him to comply with the Managing Directors wishes. 
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Bhavinder works as a self employed accountant. 

Bhavinder has been contacted by one of his clients who is unhappy with the 

fees quoted for completing her income tax return this year. 

The client has insisted that Bhavinder reduces his fees or she will take her 

business to another accountant who is cheaper. 

Bhavinder knows that he cannot do the work any quicker without cutting 

corners and compromising quality. 

Which of the fundamental ethical principles are threatened by this intimidation 

threat and why? 

 
This situation represents an intimidation threat to Bhavinder’s professional 
competence and due care and also to his objectivity. 
 
The client’s insistence that Bhavinder reduces his fees could result in 
Bhavinder rushing the work and cutting corners which would threaten his 
ability to complete the work competently and to the standard expected of 
professional accountants. 
 
Bhavinder’s objectivity is threatened as the client is pressuring him to take a 
course of action that he knows to be wrong. 
 

 
What safeguards should Bhavinder put in place to deal with this intimidation 

threat? 

 
Bhavinder should explain to the client that he is unable to substantially reduce 
his fee since it is calculated on the basis of the number of hours needed to 
complete the work to a professional standard. 
 
Whilst there is unlikely to be an ethical problem if Bhavinder decides to reduce 
his fees by a small amount to keep the client happy (e.g. rounding down a 
quote of £550 to £500), if the client insists on a substantial fee reduction then 
Bhavinder should explain to the client that he can no longer act for her. 
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Sebastian works for Mitchell Brothers Ltd as an Accounts Assistant. 

Sebastian has been told by the older of the two brothers that he should not enter 

certain transactions into the accounts as these are ‘cash jobs which the taxman 

doesn’t need to know about’. 

Sebastian is concerned that this is wrong and raises the issue with the two 

brothers, but they tell him ‘you just get on with your job and keep your mouth 

shut because you don’t want to get on the wrong side of us’. 

Which of the fundamental ethical principles are threatened by this intimidation 

threat and why? 

 
This situation represents an intimidation threat to Sebastian’s integrity, 
objectivity and professional behaviour. 
 
Sebastian knows that he is being asked to do something which is unethical 
and illegal (tax fraud) and to do so would be in breach of the fundamental 
ethical principles of integrity (as he would be compromising his moral 
principles), objectivity (allowing other people to pressurise him into doing the 
wrong thing) and professional behaviour (not complying with the law and 
bringing the accounting profession into disrepute). 
 
 
 

 
What safeguards should Sebastian put in place to deal with this intimidation 

threat? 

 
Sebastian should refuse to comply with these instructions as they are 
unethical and illegal and should put this in writing to the two brothers. 
 
He should also contact his professional body’s ethical advice line or seek 
independent legal advice. 
 
He should also give serious consideration to resigning his position. 
 
 
 

 


