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QUESTION 3: ETHICS (CAF7 A17) 
 
Usman is a Chartered Accountant and has been working as Finance Director in Mehran Limited 
(ML) for the past one year. He reports to the CEO who is also a Chartered Accountant. 
 
Recently, Usman has received a bill issued by an advertising agency which is duly approved for 
payment by the Director Marketing. Usman believes that the amounts agreed to be paid under the 
contract far exceed the value of services to be provided by the advertising agency and that the 
payment would be redirected to obtain a sales contract. He has discussed the matter with CEO 
who has advised him to process the payment in ML’s business interest. The CEO also informed 
Usman that if the said contract is secured, the management staff will be entitled to a handsome 
bonus. 
 
Required: 
Briefly explain how CEO is in breach of the fundamental principles of ICAP’s code of ethics. Also 
state the potential threats which Usman may face under the circumstances, along with available 
safeguards (if any).           (08) 
 

 
 
 
 
 

ANSWER 3: ETHICS (CAF7 A17) 
 
Chartered Accountants should be straight forward and honest in all professional and business 
relationships. Since the CEO advised Usman to process the payment about which Usman 
believes that the said payment is unreasonable and would be made to obtain a sales contract, 
therefore he is in breach of principle of integrity and professional behavior. 
 
In the given circumstances, the decision of CEO may also induce lack of objectivity due to the 
expected bonuses to the management. 
 
Self interest threat faced by Usman  
Usman might get influenced by the CEO due to the expected bonus therefore he might process 
the payment in his own self interest.  
 
Intimidation threat faced by Usman  
Usman may have to leave this job if the disagreement continues.  
 
Available safeguards  
Where it is not possible to reduce the threats to an acceptable level, Usman:  
(i) should refuse to sign the cheque / refuse to associate with the transaction.  
(ii) should consider informing appropriate authorities like Audit Committee.  
(iii) seek legal advice or may resign. 
 
 
 


