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What we will cover today

v What ‘Ethics’ means in a
professional context

v Why professions or
organisations set ethical
standards or codes

v/ Fundamental principles of
ethics

+/ APESB principles

v TPB’s Code of Professional
Conduct

+ Case scenarios

v Questions




Meet your presenter

Debra Anderson

Board member
Tax Practitioners Board




What is ethics?



Poll 1

What is ethics?

1. Behavioural standards.

2. Concepts of right and wrong. |
3. Moral principles. 5

4. A combination of the above. -



)
What is ethics? <_.=

» Macquarie Dictionary definition:

A system of moral principles, by which human actions and proposals

may be judged good or bad or right or wrong.

* There’s a difference between morals and ethics.

» Ethics in a professional context can be defined as standards or

principles set by agencies or professional organisations to define the

conduct of people associated with the organisation or the profession.
/



Why does a profession
need standards?



Poll 2

Why does a profession need standards?

1. Run a successful business.

2. Gain reputation.

3. Serve clients better.
4. Meet community expectations.

5. All of above.



Why does a profession need standards?

» Every profession requires a set of rules that govern the
appropriate conduct for the profession.

» Professionals are in a privileged position of trust in the eyes of the
community.

« We must act in the right way to protect this trust, applying a
sense of fairness and professional judgement in our actions and
decisions.

* The ethical standards define behaviours that serve the interest of
and help to build the trust of the community.



Fundamental principles
defining ethics



Fundamental principles defining ethics

» The ethical standards are generally shaped through code of
professional conduct or code of ethics set by agencies or professional
organisations for their members.

« Code of conduct encompasses ethical ideals and provide the
framework to ensure decisions made are rational and can stand the test
of scrutiny.

» Code of conduct provides assurance to the public, clients and third-
party stakeholders that the profession or organisation is reliable and all
its members are bound by certain fundamental principles.



APESB principles



APESB principles
The fundamental principles set by the APESB to establish its
members’ standard of behaviour include:

* integrity

* Objectivity

» professional competence and due care

» confidentiality; and

» professional behaviour.




TPB’s defined standards
for tax practitioners



TPB’s defined standards for tax practitioners
» The TPB has an important role to play in protecting consumers of
tax practitioner services.

« The TPB has to ensure the community has trust and confidence
in the tax profession and the integrity of the tax system.

» The Code of Professional Conduct (Code) in the Tax Agent
Services Act 2009 (TASA) was created to assist the TPB in
achieving this objective.

» The Code establishes the ethical and professional standards for
tax practitioner behaviour.



Code principles



Five key principles
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Other
responsibilities

Honesty & integrity Independence Confidentiality Competence




Principle 1 —
Honesty and integrity



Code item 1

You must act honestly and with integrity.



Codeitem 1

« Honesty and integrity helps build the trust of clients and the community.

« To determine if a tax practitioner has acted with honesty and integrity,

we consider a range of matters, including if the tax practitioner has:

» acted without deceit and demonstrated honesty

 acted without intent to gain an improper benefit for themselves or
others

» genuinely attempted to carry out their lawful duties and obligations

» notified regulatory authorities of any fraudulent activity that posed
a risk to taxpayers or in the integrity of the tax system.



Code item 2

You must comply with the taxation laws
in the conduct of your personal affairs.



Poll 3 5:

What entities are covered when the TPB refers to ‘your personal tax
affairs’?

1. The tax affairs of the registered tax practitioner (individual or non-
individual).

2. The tax affairs of related entities of which you are a director, partner or
trustee.

3. The tax affairs of related companies of which you are only a minority
shareholder.

4. The tax affairs of your spouse.
5. All of above.



Code item 2 )

* You must ensure your personal tax obligations (which includes

your related entities) are in order.

» This includes timely lodgment and payment of:

* income tax returns

activity statements

superannuation guarantee contributions

PAYG withholding and instalment payments

debt due to the ATO (or payment arrangements in place).



Code item 3

If you:

* receive money or other property from or on
behalf of a client, and

* hold the money or other property on trust

you must account to your client for the money or

other property.



Code item 3 Q

To comply with Code item 3, you must:

« keep money or property held on trust for a client separate from
your personal money or other property

« apply the money or property for the purpose it was intended or
authorised

« maintain records for any money or property held on trust

« comply with all laws and regulations relating to the custody and
accounting for assets.
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Case scenario 1 o=

» Megan, a registered BAS agent, prepares a BAS statement for her client
John’s business.

» Megan advises John that a net amount of $4,300 would be payable to the
ATO from this BAS statement in 2 weeks’ time.

» John transfers this amount to Megan’s business account to pay to the
ATO when she lodges the BAS.

» Megan keeps John’s money in her business bank account and she lodges
the BAS and pays this amount to the ATO within a week.



Poll 4

In this case scenario, has Megan complied with her obligations under
Code item 37

1. Yes

v
2. No 5\ e
3. Unsure : v

v




Principle 2 —
Independence



Code item 4

You must act lawfully in the best interest
of your client.



&
Case scenario 2 —
> Robert is a tradesman and employed full-time by an engineering company.

» Robert travels to work in his own car every day and he carries bulky tools
in his car required for work purposes.

» Robert instructs his tax agent, Melissa, to claim deductions in his tax return
for car expenses incurred for travelling to and from work.

> Melissa asks further questions of Robert as his deductions are higher than
those of other people in the same occupation.

> Robert advises Melissa that his employer provides secure facilities for
equipment and it is his own choice to transport the equipment.



Poll 5

Should Melissa act in the client’s best interest to reduce his taxable income
and claim the deduction as instructed?

1. Yes

2. No v
-
3. Unsure v

v



Code item 4 '.:‘

« You must advance and protect the lawful interests of your clients.

» Acting in the best interests of clients is not a justification for you to

contravene or disregard the relevant laws.




Code item 5

You must have in place adequate
arrangements for the management of
conflicts of interest.



Code item 5

» A conflict of interest arises where you have a personal interest or
duty to another person, which conflicts with the duty owed to your

client.

« There are a number of mechanisms to manage conflicts of interest:

@ <0

Disclose Control Avoid
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Case scenario 3 o=

» Christine is a registered tax agent and works for a large accounting firm.

» The accounting firm has a tax audit insurance policy with AXY Insurance Pty Ltd.
This policy covers clients who sign up to the policy for professional fees

associated with tax audits, enquiries or reviews of tax returns lodged with the
ATO.

> Eligible employees of the accounting firm will receive a commission from the
insurance broker who sold the policy to the firm if clients are added to the
policy.
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Case scenario 3 continued ==

> A new client Terry, who runs a large and successful business, approaches the
accounting firm for managing his tax affairs and is assigned to Christine.

» Christine discusses Terry’s state of affairs and recommends that he signs up to
be covered by the audit insurance of the firm.

» Christine advises Terry that she will receive a commission if he takes out the
tax audit insurance. Terry agrees to be added to the policy.



Poll 6 5

Has Christine acted ethically and met her Code obligations by having
Terry sign up to be covered by the audit insurance policy?

1. Yes, Christine has discussed Terry’s state of affairs and she must have
recognised the need for Terry to be covered by the audit insurance policy.
She has also advised that she will receive a commission.

2. No, Christine has not disclosed the amount of commission she will receive if
Terry signs up to take out the tax audit insurance.

3. Yes, as Terry did not ask Christine about the amount of commission she will

receive from the policy.



Principle 3 —
Confidentiality



Code item 6

Unless you have a legal duty to do so,
you must not disclose any information
relating to a client’s affairs to a third
party without your client’s permission.



Code item 6 i

« A ‘third party’ is anyone other than you and your client.

 You must;

 obtain your client’s written permission before disclosing their
information to a third party

 clearly inform the client about the information you are
disclosing

 advise your client to whom and where the disclosure will be
made.
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Case scenario4 ==

» Money & Tax is a registered tax agent partnership and provides tax agent and
BAS services to a large client base.

> In its engagement letter to its clients, Money & Tax includes a general statement
that they may be outsourcing some of their BAS services to an external
provider.

> Money & Tax considers the signed engagement letter of clients as permission
from clients to outsource some BAS services to the external provider.



Poll 7 5‘

Did Money & Tax meet its obligations by making a general disclosure about

their outsourcing arrangements through a signed letter of engagement?

1. Yes, Money & Tax has met its obligations as it made a disclosure in the
engagement letters.

2. No, Money & Tax failed to disclose who the third party was in their
engagement letters.

3. No, Money & Tax failed to disclose who the third party was, what
information of clients would be disclosed, where the disclosure would be

made and what types of BAS services would be outsourced.



Principle 4 —
Competence



Code item 7

You must ensure that a tax agent service
that you provide, or that is provided on
your behalf, is provided competently.
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Codeitem7 “a*

« You are accountable for tax practitioner services provided on your behalf,

and you need to ensure they are provided competently.

* You need to ensure you maintain adequate knowledge and skills.

» Do not accept to provide services where you have insufficient knowledge.
» Set out and agree on the scope and cost of your services.
» Obtain expert advice and assistance, where appropriate.

« Have adequate supervision and control arrangements in place.



Code item 8

You must maintain knowledge and skills
relevant to the tax agent services that you
provide.



Code item 8 |
* You must complete continuing professional education (CPE) that
meets our requirements.

« When renewing your registration, you must have completed CPE that

meets our requirements.
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Poll8 £=

What is the minimum number of CPE hours that BAS and tax agents should
be completing each year under our CPE policy? Assume they have no
conditions attached to their registration.

1. 20 hours per year for tax agents and 10 hours per year for BAS agents
2. 20 hours per year for both tax and BAS agents
3. 30 hours per year for tax agents and 20 hours per year for BAS agents.

4. There are no set minimum hours per year for tax and BAS agents.



Poll 9 :"

What percentage of CPE hours count towards mental health and wellbeing
activities?

1. None.

2. A reasonable amount.

3. A maximum of 10% of the required CPE hours.



CPE hours g

» Tax agents should complete a min. of 120 hours of CPE over a 3-year

period, with a min. of 20 hours each year.

* BAS agents should complete a min. of 90 hours of CPE over a 3-year

period, with a min. of 20 hours each year.




CPE - key points -

« Members of a recognised professional association can elect their CPE

period based on a calendar or financial year.

* A maximum of 10% of the required CPE hours can be spent on mental

health and wellbeing activities.

« Family and/or caring commitments could be considered as extenuating

circumstances for being able to complete the minimum CPE.

» You should maintain a record of your CPE activities.



Code item 9

You must take reasonable care in ascertaining a
client’s state of affairs, to the extent that
ascertaining the state of those affairs is relevant
to a statement you are making or a thing you
are doing on behalf of a client.
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Case scenario 5 ===

» Mike engages Tina, a registered tax agent to prepare and lodge his income tax
return for his tiling business.

> Mike is a new client of Tina and he is a sole trader who is under the GST
registration threshold and has no employees.

» Mike provides some information that indicates his turnover for the year was
$40,000 and his expenses were $28,000.

> Mike has been running his tiling business for 4 years now and says he is kept
pretty busy throughout the year.
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Case scenario 5 continued e

> After consulting the ATO Small Business Benchmarks, Tina notices that Mike’s
turnover of $40,000 appears to be low and that Mike’s business expenses as a
proportion of his turnover are high for the industry that he works in.

» Tina finds that Mike has not kept proper records of his business income and
expenses. He uses his personal bank account to receive business income and
pay for business expenses.
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Poll 10 = E

How should Tina act to be ethically right and comply with her Code obligations?

1. Tina should lodge the return with the information that has been provided by Mike.

2. Tina should ask further questions about his business and work with Mike to best
estimate his cash income for the year using the ATO Small Business Benchmarks
as a guide. She should review his bank statements to verify and revise the
business expenses amount, excluding any personal expenses that may have been
incorrectly included. Tina should also get Mike to obtain copies of invoices for

business expenses as best as he can.

3. Tina should refuse to act for Mike.



Code item 10

You must take reasonable care to ensure that
taxation laws are applied correctly to the
circumstances in relation to which you are
providing advice to a client.
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Case scenario 6 o=

» Ben runs a boutique wine bar and prepares his own accounts.

> Ben engages Sarah, a registered BAS agent to provide advice and to prepare
and lodge his BAS.

> Ben buys some wine to celebrate the purchase of his new home, but he claims
the cost of the wine as a business expense in his accounts.

> Ben says to Sarah he wishes to claim a GST credit for the cost of the wine, even
though it was purchased for private use.
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Poll 11

In the case scenario just discussed, what should Sarah do to meet her
obligations?

1. Sarah should decline to act for Ben.

2. Sarah should act as instructed by Ben as it’s in the best interest of the
client to claim GST.

3. Sarah should advise Ben that the GST credit for wine cannot be claimed
in these circumstances and that she would prepare and lodge the BAS

accordingly.



Principle 5 —
Other responsibilities



Code item 11

You must not knowingly obstruct the proper
administration of the taxation laws.



Code item 11 A

« The ‘proper administration” of taxation laws refers to the statutory
duties and functions performed by the administrators of taxation

laws — for example, the ATO and the TPB.

* You will breach the Code if you knowingly obstruct the ATO or the
TPB in performing their statutory duties and functions as required

by the taxation laws.



Code item 12

You must advise your client of their rights and
obligations under the taxation laws that are
materially related to the tax agent services you
provide.



Code item 12 \

We recommend using an engagement letter to advise your clients of their
obligations, such as:

* Kkeeping proper records
» providing accurate and complete information
* rights or options available to clients.




Code item 13

You must maintain the professional indemnity
insurance that the Board requires you to
maintain.



Code item 13 L%

« You must maintain professional indemnity insurance that meets

our requirements.

» Professional indemnity insurance protects your clients in the

event you cause them to a suffer loss due to an act, error or

omission.



Code item 14

You must respond to requests and directions
from the Board in a timely, responsible and
reasonable manner.



Code item 14 )

» You must respond to all requests and directions from the Board in a

timely, responsible and reasonable manner.

« We may contact you to request information, including information
relating to your professional indemnity insurance, CPE or in

response to a compliance issue.



Conclusion



Key considerations W
v Aim to be a role model as a tax practitioner.

v Be aware of your obligations and values, and embody them in your

everyday work.

+" Put your clients before your own interests, within the boundaries of the law.
v Keep up to date — technically and technologically.
v Take due care in understanding your clients and the relevant facts.

v Make rational, considered and well-thought-out decisions.



Questions



Stay In touch

m tpb.gov.au f facebook.com/TPB.gov

. tpb.gov.au/contact IN linkedin.com/tax-practitioners-board

1300 362 829 , twitter.com/TPB_gov_au
(Mon-Fri 9am-5pm AEST)

) outube.com/TPBgov



Disclaimer 0

The information included in this webinar is intended as a general reference for users. The information does not

constitute advice and should not be relied upon as such.

While the Tax Practitioners Board (TPB) makes every reasonable effort to ensure current and accurate information is
included in this webinar, the TPB accepts no responsibility for the accuracy or completeness of any material contained

in this webinar and recommends that users exercise their own skill and care with respect to its use.

Links to other websites may be referenced in this webinar for convenience and do not constitute endorsement of

material on those sites, or any associated organisation, product or service.

Copyright is retained in all works contained in this webinar. Unless prior written consent is obtained, no material may
be reproduced, adapted, distributed, stored or transmitted unless the reproduction is for private or non-commercial

purposes and such works are clearly attributed to the TPB with a copy of this disclaimer attached.



