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FOREWORD

These draft case studies have been developed by the Consultative Committee of
Accountancy Bodies (CCAB). They illustrate how the codes of ethics of the CCAB bodies
can be applied by professional accountants facing ethical dilemmas involving artificial
intelligence (Al) technologies.

These case studies are fictional scenarios intended to highlight potential ethical dilemmas
accountants may face when engaging with Al.

The scenarios presented, while illustrative and designed for discussion, draw inspiration
from real-world applications of Al in the accounting profession.

The scenarios are not intended to be detailed accounts of specific real events but are
informed by the types of tasks and challenges emerging from Al adoption in practice.

The scenarios are not intended to cover every possible circumstance, but instead outline key
principles and issues that should be considered when attempting to identify, evaluate and
address ethical threats.

These draft case studies were developed with the assistance of Al tools and have
been quality assured by members of the CCAB Ethics Group.

The CCAB Ethics Group welcomes comments from the profession on the draft case studies
and how they can be improved; as well as suggestions for additional case studies. The aim
is to produce a bank of ethical resources for the profession, dealing with practical issues
encountered by the profession when using Al tools and systems.

THE FUNDAMENTAL PRINCIPLES AND
CONCEPTUAL FRAMEWORK

Consideration of these case studies will involve the application of the five fundamental
principles and the conceptual framework, both of which are set out in the Codes of Ethics of
the respective CCAB Bodies. A brief summary of the principles and the framework is set out
below.

Integrity

To be straightforward and honest in all professional and business relationships.

A professional accountant shall not knowingly be associated with information that contains
materially false or misleading statements, statements or information that have been provided
recklessly, or those that omit or obscure required information.

Objectivity

To exercise professional or business judgement without being compromised by:
e bias,
e conflict of interest, or
e undue influence or reliance on individuals, organisations, technology, or other factors.



Professional Competence and Due Care

To: (i) Attain and maintain professional knowledge and skill at the level required to
ensure that a client or employing organisation receives competent professional
service, based on current technical and professional standards and relevant
legislation; and

(i) Act diligently and in accordance with applicable technical and professional
standards.

Confidentiality

To respect the confidentiality of information acquired as a result of professional and business
relationships.

Professional Behaviour
To: (i) Comply with relevant laws and regulations;

(i) Behave in a manner consistent with the profession’s responsibility to act in
the public interest in all professional activities and business relationships; and

(iii) Avoid any conduct that the professional accountant knows or should know
might discredit the profession.

The conceptual framework approach focuses on identifying, evaluating and addressing
threats to compliance with the fundamental principles.

The Professional Accountant’s Responsibility

All members and registered students of CCAB bodies have a responsibility to behave
professionally and ethically at all times.

When encountering ethical dilemmas related to artificial intelligence, professional
accountants should apply the conceptual framework approach to identify, evaluate and
address threats to the fundamental principles.

These case studies are intended to assist professional accountants in using these ethical
decision making tools in the Code, to navigate the ethical dimensions of Al use and
adoption.



DISCLAIMER

These case studies are for general informational and self- reflection purposes only.

They are based on hypothetical or generalized scenarios and do not represent specific
individuals, companies, or events. Any resemblance to actual persons or entities is purely
coincidental

It is the duty of all professional accountants to familiarise themselves fully with the
requirements set out in the Code of Ethics produced by their professional body; you should
not rely on summaries of the Code.

The case studies (including analysis of issues and suggested recommendations) are not
intended as legal or professional advice, and should not be treated as such.

The CCAB is not able to give tailored advice on specific ethical queries and does not do so.

Should you require advice on a specific ethical issue (including issues which by co-incidence
may be similar to those identified in one of the case studies), you should contact your
professional body for advice.

You may also wish to obtain legal advice which is tailored to your specific individual
circumstances.

The CCAB does not accept any liability for any loss or damage of any kind
(howsoever caused) which may arise from reliance on the information and material in
these case studies.



CASE STUDY 1

PROFESSIONAL ACCOUNTANT IN BUSINESS — AI-GENERATED STRATEGY AND PLANNING

SCENARIO

You are the CFO of a medium-sized manufacturing company that has recently begun
exploring Al technologies to improve efficiency. The CEO asks you to prepare the draft
three-year strategy and one-year business plan for consideration at the next board meeting,
which is scheduled in just two weeks.

As time is short, you decide to use the free version of a widely available Al tool to assist with
the task.

You prompt the Al system to “produce a company three-year strategy and one-year business
plan for a manufacturing business in our sector.”

You ask your finance team to input previous company reports, financial data, market
analyses, and all relevant company material info the system.

The Al produces an impressive-looking document with sophisticated charts, metrics, and
strategic recommendations. The CEQ is initially delighted with the professional presentation
and comprehensive nature of the plan.

However, on re-reading the document the night before your presentation to the board, you
notice several concerning elements:

e The Al has recommended significant staff reductions and outsourcing manufacturing
operations to a country with an authoritarian regime, citing potential cost savings of
40%.

e The recommended country is designated by the Financial Action Task Force and
your national Treasury as a High-Risk AML jurisdiction and has a poor record on
human rights.

e Some of the financial projections appear overly optimistic when compared to your
industry knowledge and experience.

e The Al has made specific recommendations about competitors that appear to be
based on non-public information, though you’re unsure how the Al would have
accessed this information.

e The document contains several references to internal company data that are
commercially sensitive.

Ethical Considerations

Integrity
e Would presenting the Al-generated plan without full transparency about its origins
and limitations be misleading to the board, thereby breaching the principle of
integrity?



e Are the Al's recommendations (e.g., outsourcing to a high-risk jurisdiction) aligned
with the company’s stated values and ethical policies, and would endorsing them
compromise your integrity?

Objectivity

e Has the Al potentially introduced bias by focusing narrowly on financial metrics (cost
savings) without adequately considering broader ethical, social, or reputational
implications?

e Could uncritical acceptance of the Al's sophisticated output compromise your
professional judgement and objectivity, especially regarding the overly optimistic
projections or questionable competitor insights?

Professional Competence and Due Care
e Do you possess sufficient understanding of how the Generative Al tool produced its
recommendations to evaluate their validity and appropriateness, thereby exercising
due care?
e Was it diligent to use the Al for such a critical task without providing more specific
ethical parameters or constraints, particularly concerning sensitive data and strategic
direction? Have you taken steps to verify the Al's outputs?

Confidentiality

e Were the implications for data privacy and security adequately considered before
uploading sensitive company reports, financial data, and market analyses to an
external Al platform?

e Could using the Al system have potentially exposed confidential company
information or trade secrets, breaching the duty of confidentiality owed to the
company and potentially third parties (if competitor data was inappropriately
accessed/used)?

Professional Behaviour
e What are the potential legal and regulatory implications (e.g., AML, human rights,
sanctions) of implementing the Al's recommendation to move operations to a
high-risk jurisdiction?
e Could implementing the Al-generated strategy without rigorous human oversight and
ethical scrutiny damage the company’s reputation and potentially discredit you and
the profession?

Possible Course of Action

e Disclose the use of Al: Be transparent with the CEO and the board about how the
draft strategy was developed, including the use of Al and the limitations of the
technology.

e Address data privacy concerns: Consult with the company’s data protection officer or
legal counsel regarding the implications of uploading company data to the Al
platform, and ensure compliance with relevant data protection legislation.

e Apply professional judgement: Critically evaluate the Al-generated recommendations
based on your professional knowledge and experience, particularly those related to
staff reductions and outsourcing to high-risk jurisdictions.

e Conduct a comprehensive risk assessment: Evaluate the ethical, legal, reputational,
and operational risks associated with the Al recommendations, particularly regarding
the suggested outsourcing to a high-risk jurisdiction.

e Revise the strategy document: Modify the draft to ensure it aligns with the company’s
values, ethical standards, and legal obligations. Remove any recommendations that
could potentially violate sanctions or ethical business practices.

e Implement proper Al governance: Work with relevant stakeholders to develop
protocols for the future use of Al in strategic decision-making, including clear
guidelines on data usage, human oversight, and ethical considerations.
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e Document your decision-making process: Maintain records of your assessment, the
concerns identified, and the actions taken to address them, to demonstrate your
diligence and professional judgement.

Recommendation

When presenting to the board:

e Acknowledge the use of Al as a tool to assist in drafting the strategy, but emphasise
that the final recommendations have been subject to professional review and
judgement.

e Highlight specific areas where you modified the Al outputs based on ethical
considerations (linked to the fundamental principles) and your professional expertise.

e Recommend that the company develop a formal Al governance framework to guide
the ethical use of Al technologies throughout the organisation, ensuring that future Al
applications align with the company’s values and ethical standards.



CASE STUDY 2
Professional Accountant in Practice — Al in Audit Evidence Collection

SCENARIO

You are a partner in a mid-sized accounting firm that has recently invested in an Al-powered
audit platform.

The system promises to transform your audit methodology by automatically extracting
information from client financial systems, analysing entire transaction populations instead of
samples, identifying anomalous patterns, and generating risk assessments.

Your firm has implemented the system on an audit engagement for Advanced Widgits Retail
Ltd, a client in the retail sector with multiple locations and a complex inventory management
system.

The Al system has flagged a pattern of transactions at certain store locations as “high risk,”
suggesting potential revenue recognition issues.

However, when the engagement manager attempted to explain these findings to the client’s
CFO, they were unable to clearly articulate why these specific transactions were flagged
beyond stating “the Al system identified them as anomalous.”

Additionally, you’ve noticed the following issues:

e For certain parts of the client’s custom ERP system, the Al extraction tools captured
incomplete data, creating potential gaps in audit coverage.

e Junior auditors on the team have begun to focus exclusively on Al-flagged issues
without applying broader professional judgement to identify risks.

e The documentation of procedures performed has become less detailed as team
members rely on the Al system’s automated workpapers.

e When challenged by the client on the findings, your team struggled to explain the
underlying logic of the Al’s risk assessment methodology.

e The client’s data is being processed through the Al system’s cloud servers, raising
questions about data security and confidentiality that weren’t fully addressed in the
engagement letter.

The client has expressed frustration with what they perceive as an over-reliance on “black
box” technology and has questioned whether your firm is exercising appropriate professional
Jjudgement in conducting the audit.

Ethical Considerations

Integrity
e Are you being straightforward and honest with the client regarding the capabilities,
limitations, and the lack of explainability of the Al audit system?
e Would continuing to rely on Al findings that the team cannot sufficiently explain or
validate compromise the integrity of the audit process and the audit opinion?
Objectivity
e |s there a risk that the audit team’s professional scepticism and judgement are being
compromised by an over-reliance on the Al system’s outputs, potentially overlooking
other risks or biases inherent in the Al model? Is there a risk of “confirmation bias,”
using the Al system to confirm their initial assumptions?
e Could the Al system itself have biases (e.g., in how it defines “anomalous”) that affect
its risk assessments, requiring objective evaluation by the audit team?

9



Professional Competence and Due Care

Do you and your audit team possess sufficient understanding of the Al system’s
workings, including its data extraction methods and analytical logic, to use it
competently and exercise due care in evaluating its outputs?

Is relying on potentially incomplete data extracted by the Al, or on unexplained Al
findings, consistent with the requirement to act diligently and gather sufficient
appropriate audit evidence? Is the level of documentation adequate?

Confidentiality

Were adequate safeguards and client permissions secured regarding the processing
and storage of sensitive client financial data on the third-party Al system’s cloud
servers?

Has the firm taken appropriate steps to protect client confidentiality throughout the
Al-assisted audit process, consistent with professional obligations and data
protection laws?

Professional Behaviour

Does the current use of the Al system, particularly the lack of explainability and
potential data gaps, comply with relevant auditing standards, regulations, and ethical
requirements?

Could the inability to explain Al findings to the client or potential reliance on flawed Al
analysis damage the reputation of your firm and the accountancy profession?

Possible Course of Action

Enhance understanding of the Al system: Invest in training for the audit team to
better understand how the Al system works, including its capabilities and limitations,
so they can properly interpret and explain its outputs.

Implement explainability tools: Work with the Al vendor to enhance the system’s
ability to explain risk assessments in plain language, providing clear rationales for
flagged items.

Develop a blended approach: Establish protocols requiring both Al-directed and
traditional risk-based testing to ensure comprehensive audit coverage.

Verify data completeness: Implement rigorous procedures to verify the completeness
of data extracted from client systems before relying on Al analysis.

Enhance documentation standards: Develop specific documentation requirements
that maintain detailed understanding of client businesses despite automation.
Establish client communication protocols: Train engagement teams on how to explain
Al-assisted audit approaches to clients while maintaining confidence in their
professional judgements.

Implement human oversight mechanisms: Ensure that experienced auditors review
and approve all Al-generated risk assessments before they are acted upon.

Review data handling procedures: Assess and strengthen data security protocols for
client information processed through third-party systems, including data minimisation,
retention periods, and secure deletion.

Update engagement letters: Revise standard engagement terms to explicitly address
Al usage, data processing, and the respective responsibilities of the firm and the
client.
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Recommendation

Action plan:

Meet with the client to address their concerns, explaining how the Al system is used
as a tool to enhance, not replace, professional judgement. Acknowledge the
limitations in explaining certain findings and propose a supplementary approach
combining traditional audit techniques with Al-enhanced procedures.

Address the data security and confidentiality concerns by providing detailed
information about the safeguards in place and offer to sign additional confidentiality
agreements specific to Al data processing if necessary. Consider whether the client
should be given the option to opt out of having their data processed through external
cloud servers.

For the specific transactions flagged as high risk, conduct additional manual testing
to validate the Al’s findings and provide the client with a clear, jargon-free explanation
of why these items merited additional scrutiny.

Going forward, establish an Al governance framework within your firm that includes
regular assessment of the Al system’s performance, clear guidelines for human
oversight, comprehensive data protection protocols, and ongoing training for all audit
staff on the appropriate use of Al tools.
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CASE STUDY 3

Professional Accountant in a Large Firm — Synthetic Client Data for LLM Training

SCENARIO

You are a partner responsible for innovation and technology at a large global accounting
firm.

The firm is developing its own large language model (LLM) to enhance various service lines,
including audit, tax, and advisory.

The technology team has proposed creating a synthetic dataset derived from actual client
data to train the LLM, arguing this approach would significantly improve the model’s
performance while addressing direct confidentiality concerns.

The proposed process would work as follows:

e Client financial data, transaction records, contracts, and other sensitive information
would be collected from across the firm’s client base.

e This data would be used to generate “synthetic” data that maintains the statistical
properties and patterns of the original data but doesn’t contain actual client
information.

e The synthetic data would then be used to train the LLM, which could subsequently
assist professionals with tasks like contract analysis, anomaly detection, and
generating first drafts of reports.

The technology team argues that since the actual client data isn’t directly used to train the
LLM, but only to create synthetic data, client confidentiality is maintained. They’ve also noted
that competitors are developing similar capabilities, and the firm risks falling behind if it
doesn’t move forward with this project.

However, several concerns have been raised:

e While the synthetic data wouldn’t contain direct client information, it might still retain
patterns unique to specific clients that could potentially be extracted or inferred by
sophisticated users. Are there sufficient client numbers and industry spread to make
data sets representative? This could also result in data revealing information about
clients.

e The firm’s engagement letters and terms of business don’t explicitly mention using
client data, even in anonymised or synthetic form, for training Al systems.

e Some team members have questioned whether the distinction between using
synthetic data versus actual client data is meaningful enough from an ethical and
legal perspective.

e There is uncertainty about whether clients from regulated industries (like financial
services or healthcare) would have specific restrictions that might prohibit even this
indirect use of their data.

e The technology team has acknowledged that synthetic data generation isn’t perfect,
and there’s a small but non-zero risk that actual client data could occasionally ‘leak
through” into the synthetic dataset.

e Some partners have raised concerns about whether accepting client authorisation to
use their data might violate the FRC Ethical Standard’s provisions on gifts and
favours (paragraph 4.38).
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FRC and IESBA Guidance Recent guidance from the Financial Reporting Council (FRC) has
clarified several important points relevant to this situation:

e The IESBA Code requires authorisation from the audited entity before any
confidential information is used in the development of technology.

e Even when client data is processed to create derived or synthetic data, authorisation
from the client is still required. This is because the first step in that process
(processing the original client data) constitutes using confidential information for the
development of technology, albeit as a preliminary step.

e The FRC has clarified that accepting client authorisation to use their data for
technology development is not prohibited under the “gifts and favours” provisions of
the FRC Ethical Standard (paragraph 4.38).

e The FRC suggests that clients might be more amenable to authorising the use of
their information for creating synthetic data (rather than direct use) as long as their
confidentiality is protected.

e Creating synthetic data through the application of patterns observed by human
expertise over time (without directly processing client data) would be permitted under
the IESBA provisions.

Ethical Considerations

Integrity

¢ Would proceeding with processing client data to create synthetic data, without explicit
client authorisation as required by the IESBA Code (and highlighted by FRC
guidance), be consistent with being straightforward and honest in professional
relationships?

e Does relying on the technical distinction between synthetic and actual data, despite
the residual risks of leakage or pattern inference, fully uphold the spirit of
transparency and integrity owed to clients regarding the use of their information?

Objectivity
e Could competitive pressure to match rivals’ Al capabilities be unduly influencing the
firm’s assessment of the ethical risks and the importance of client consent, thereby
compromising objectivity?
e Are you objectively balancing the potential commercial benefits of the LLM against
the ethical obligations, particularly concerning client confidentiality and data usage
rights?

Professional Competence and Due Care
e Does the firm fully understand the technical limitations and risks associated with
synthetic data generation (e.g., potential for data leakage, re-identification)? Have
reasonable steps and due care been taken to mitigate these risks?
e Are you demonstrating professional competence by staying abreast of, and adhering
to, the latest regulatory and ethical guidance (IESBA Code, FRC clarifications)
regarding the use of client data for technology development?

Confidentiality
e Does the act of processing original client data to create synthetic data constitute a
use of confidential information requiring explicit authorisation under the IESBA Code,
even if the final synthetic dataset contains no direct client identifiers?
e What are the firm’s obligations to protect client confidentiality when using their data
for purposes (LLM training) beyond the scope of the original engagement, and how
can these be met robustly?
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Professional Behaviour

Could proceeding without explicit client consent, even for synthetic data creation,
damage the firm’s reputation and public trust in the profession if it becomes known,
potentially violating the spirit of ethical conduct?

Does the proposed approach fully comply with both the letter and spirit of data
protection laws (e.g., GDPR) and professional standards regarding data usage and
consent?

Possible Course of Action

Seek explicit client authorisation: In line with IESBA Code requirements 114.2b and
114.3 A3, obtain explicit authorisation from clients before using their data, even for
the purpose of creating synthetic data. The FRC has clarified that accepting

such authorisation does not violate the “gifts and favours” provisions.

Conduct a comprehensive risk assessment: Engage independent technical and legal
experts to evaluate the synthetic data approach, identifying potential risks of data
leakage or re-identification.

Update client agreements: Revise engagement letters and terms of business to
explicitly address the use of anonymised or synthetic data derived from client
information for Al training purposes.

Implement a client consent framework: Develop a tiered approach where clients can
opt in or out of having their data used for synthetic data generation, with clear
explanations of the process and safeguards.

Establish data governance protocols: Create strict governance procedures for the
selection, transformation, and use of client data, including appropriate anonymisation
techniques and security measures.

Develop robust testing procedures: Implement rigorous testing of synthetic datasets
to ensure they don’t contain actual client information or allow for re-identification of
clients.

Create an ethical oversight committee: Establish a committee including partners from
different service lines, ethics specialists, and potentially external advisors to review
and approve Al data usage practices.

Implement a phased approach: Begin with a limited pilot using only data from clients
who have given explicit consent, allowing for evaluation and refinement of
safeguards before wider implementation.

Consider alternative approaches: Explore whether synthetic data could be created
based on patterns observed through human expertise rather than directly processing
client data, which may be permitted without specific client authorisation according to
the FRC guidance.

Recommendation

Strategic approach:

Recognise that under both the IESBA Code and recent FRC guidance, client
authorisation is required before using their data to create synthetic data, regardless
of how transformed the final data may be.

Proceed with caution, acknowledging that the distinction between synthetic and
actual data may not be meaningful from an ethical or regulatory perspective without
appropriate safeguards and client authorisation.

Develop a clear communication strategy for clients that explains in plain language
how their data would be used, the safeguards in place, and the benefits to service
quality. As the FRC suggests, clients may be more receptive to authorising the
creation of synthetic data than direct use of their information.

Implement a formal opt-in process for existing clients rather than assuming implied
consent, and update standard terms for new clients to explicitly address potential
uses of their data for technology development.
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For clients in highly regulated industries, conduct specific legal reviews before
including their data in the synthetic data generation process, as they may have
additional restrictions beyond the general ethical requirements.

Establish an ongoing monitoring programme to regularly test synthetic data for
potential client information leakage, with clear protocols for addressing any issues
that arise.

Document these decisions and processes thoroughly to demonstrate due care and
professional judgement in alignment with both the letter and spirit of the ethical
standards.

Consider the alternative approach of creating synthetic data based on patterns
observed through human expertise rather than directly processing client information,
which may provide a path forward that doesn’t require specific client authorisation.
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CASE STUDY 4

Professional A tant in Public S _U f Al Tools in Public E i
SCENARIO

You are a senior accountant in a central government finance department responsible
for advising on resource allocation.

The department has implemented a new Al system designed to analyse vast
datasets of public expenditure and predict the long-term effectiveness and
value-for-money of various social programmes.

The Al system analyses historical spending, demographic data, economic indicators,
and programme-specific metrics. Based on its analysis, it flags a long-running
community health initiative in a deprived area as having a low predicted “Social
Return on Investment” (SROI) over the next decade and recommends reallocating its
funding to a newer, data-rich digital skills programme.

However, concerns arise:

e The Al model’'s methodology for calculating SROI is complex and opaque (“black
box”), making it difficult to understand precisely why the health initiative scored
poorly.

e Programme managers for the health initiative argue that the Al fails to capture
crucial qualitative outcomes, such as improved community cohesion and
preventative health benefits not easily quantifiable in the datasets used.

e Initial checks suggest the data used to train the Al might underrepresent the
specific socio-economic factors prevalent in the area served by the health
initiative.

e There is pressure from senior officials to demonstrate efficiency savings by
following the Al’s “data-driven” recommendations quickly.

Ethical Considerations

Integrity
* s it straightforward and honest to rely on Al predictions for funding decisions
without fully understanding their basis or limitations, especially when qualitative

evidence contradicts them? Would doing so uphold the integrity expected in
public finance?

Objectivity

® Could reliance on the Al introduce systemic bias against programmes whose
benefits are harder to quantify or whose target populations are underrepresented
in the training data? Is your professional judgement being unduly influenced by
the perceived authority of the Al or pressure from senior officials, thereby
compromising objectivity?

Professional Competence and Due Care

* Do you possess sufficient understanding of the Al system, its data inputs, its
potential biases, and its algorithmic limitations to advise competently on its

16



recommendations? Have you exercised due care in scrutinizing the Al's opaque
output and considering alternative evidence?

Confidentiality

® Does the Al system utilise sensitive citizen data for its analysis? Are there
adequate safeguards for data privacy and compliance with public sector data
handling regulations and confidentiality requirements?

Professional Behaviour

®* Could defunding a valued community programme based on opaque Al analysis
damage public trust and the department’s reputation? Does the decision-making
process comply with public sector finance regulations, ethical guidelines, and
principles of fairness and accountability?

Possible Course of Action

1. Demand Transparency: Request detailed explanations from the Al vendor or
internal technical team about the model’s logic, data sources, and assumptions
used for the SROI calculation.

2. Validate Al Findings: Commission an independent review of the Al model, its
methodology, and its specific findings regarding the community health initiative.
Compare Al predictions against traditional evaluation methods and qualitative
assessments.

3. Incorporate Qualitative Data: Advocate for a “human-in-the-loop” approach where
Al analysis is supplemented by qualitative evidence, expert judgement, and
community consultations before making funding decisions.

4. Assess Data Bias: Investigate potential biases in the training data and assess
their impact on the fairness of the Al's recommendations. Recommend steps to
mitigate identified biases.

5. Review Data Governance: Ensure the use of citizen data within the Al system
fully complies with data protection laws and public sector ethical standards for
data handling.

6. Advise Cautiously: Present a balanced recommendation to senior officials,
highlighting both the Al's potential insights and its current limitations, risks, and
the ethical considerations involved. Advise against making irreversible funding
decisions based solely on opaque Al outputs.

7. Develop Al Governance: Recommend the development of a departmental
framework for the ethical procurement and use of Al in financial decision-making,
emphasizing transparency, fairness, human oversight, and accountability.

Recommendation

* Advise senior officials that while the Al tool offers potential insights, its current
lack of transparency and potential biases make it unsuitable as the sole basis for
critical funding decisions like defunding the community health initiative.

® Recommend a blended approach that uses the Al analysis as one input
alongside traditional evaluations, qualitative data, and expert judgement.

®* Emphasise the need for further validation and refinement of the Al model and the
establishment of clear ethical guidelines and governance protocols before
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extending its use in high-stakes decisions impacting public services and
vulnerable communities.
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CASE STUDY 5

Professional Accountant as Non-Executive Director — Al in Financial Reporting

SCENARIO

You are an experienced accountant serving as a Non-Executive Director (NED) and
Chair of the Audit Committee for a listed technology company.

The company has recently implemented a sophisticated Al system that automates
significant aspects of its financial reporting process, including complex revenue
recognition calculations for long-term contracts and valuations of intangible assets
acquired through recent acquisitions.

During the quarterly Audit Committee meeting, management presents financial
results that show strong performance, attributing significant positive variances to
efficiencies and insights gained from the new Al system.

However:

e When questioned by the committee, the CFO and finance team struggle to
provide clear, concise explanations of how the Al arrived at certain key figures,
particularly regarding judgmental areas like asset valuation assumptions. They
refer to the system’s complexity and proprietary algorithms.

e The external auditors express reservations, noting challenges in obtaining
sufficient appropriate audit evidence regarding the Al’s internal logic and controls.
They mention difficulties in independently verifying the Al-generated outputs
beyond reconciling them to source data fed into the system.

e You notice a lack of documented board-level discussion or approval regarding the
implementation scope and risk assessment of this new Al system impacting core
financial reporting.

e Another NED raises concerns about whether the board fully understands the
implications of relying on Al for figures that underpin market communications and
regulatory filings.

Ethical Considerations

Integrity
® Does the board have sufficient assurance that the Al-generated financial
statements present a true and fair view, fulfilling the principle of integrity in

financial reporting? Is relying on poorly understood Al outputs consistent with
straightforward and honest reporting to shareholders and regulators?

Objectivity
* |s the committee maintaining sufficient professional scepticism towards
management’s presentations and the Al's outputs? Could the allure of Al or

management assurances be overshadowing an objective assessment of the
reported figures and the associated risks?
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Professional Competence and Due Care

®* Does the board and audit committee possess, or have access to, the necessary
expertise to oversee and challenge management’s use of Al in financial
reporting? Has the board exercised due care in understanding the risks (e.g.,
bias, errors, lack of transparency) associated with this technology before relying
on it for critical reporting?

Confidentiality

* Are there adequate controls over the sensitive financial data being processed by
the Al and the proprietary Al models themselves to ensure confidentiality is
maintained?

Professional Behaviour

®* Could reliance on inadequately understood or validated Al for financial reporting
lead to non-compliance with accounting standards, listing rules, or director
duties? What are the reputational risks to the company and its directors if the
Al-generated figures are later found to be materially misstated?

Possible Course of Action

1. Require Deeper Explanations: Insist that management provide clearer,
understandable explanations of the Al's methodologies for key judgements,
potentially requiring input from the Al developers or independent experts.

2. Challenge Management & Auditors: Probe both management and the external
auditors on the specific steps taken to validate the Al outputs and the sufficiency
of audit evidence obtained. Question the auditors on how they are adapting their
procedures to address Al risks.

3. Seek Independent Assurance: Recommend that the Audit Committee
commissions an independent third-party review of the Al system’s controls, logic,
and outputs, focusing on its use in financial reporting.

4. Enhance Board Expertise: Advocate for board and Audit Committee training on
Al fundamentals, risks, and governance relevant to financial oversight. Consider
appointing advisors with specific Al expertise if needed.

5. Review Al Governance: Insist on a formal review and board-level approval of
the governance framework for the Al system, including risk management
protocols, controls, oversight responsibilities, and ethical guidelines.

6. Document Concerns: Ensure that the committee’s concerns, questions, and the
responses received regarding the Al system are thoroughly documented in the
meeting minutes.

7. Consider Reporting Implications: Discuss the potential need for disclosures
regarding the use of Al in financial reporting and any associated uncertainties or
risks in the company’s external communications (e.g., annual report).

Recommendation

® As Audit Committee Chair, recommend that the committee does not approve the
quarterly financials for release until management provides satisfactory
explanations and assurance regarding the Al-generated figures, supported by
adequate evidence from the external auditors or independent experts.

* Propose a formal review of the Al system’s implementation, controls, and
governance, with findings reported back to the full board.
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Stress the importance of the board exercising its oversight duty by ensuring it
understands and is comfortable with the risks and implications of using Al in
critical financial reporting processes before relying on its outputs.

Recommend urgent development and board approval of a comprehensive Al
governance framework.
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CASE STUDY 6

Professional Accountant in Academia — Al in Accounting Education

SCENARIO

You are a Professor of Accounting at a well-regarded university, responsible for curriculum
development.

The university encourages the adoption of new technologies, and the department has
recently licensed a third-party Al platform designed to assist students with accounting
exercises, provide instant feedback on assignments, and check for plagiarism.

It is hoped that that the availability of a bespoke system that is free to students, will reduce
students secret use and increasing reliance on publicly available Al tools which are prone to

errors.

While the tool promises personalised learning and reduced grading workloads, you observe
several issues during a pilot phase in your advanced financial accounting module:

The Al’s automated feedback on complex case study assignments is often generic
and occasionally inaccurate, failing to grasp nuanced arguments or context-specific
applications of accounting standards.

The Al plagiarism checker flags several submissions from international students
whose sentence structures differ from typical native English patterns, leading to
stressful and time-consuming investigations that ultimately find no actual plagiarism.

Students begin to overly rely on the Al for generating answers, potentially hindering
the development of their critical thinking and professional judgment skills.

Concerns are raised about the privacy implications of student assignments and data
being processed by the external Al vendor — the terms of service are vague
regarding data usage for model improvement.

There’s debate among faculty about whether using such Al tools aligns with the
professional competencies and ethical scepticism they aim to instil in future
accountants.

Ethical Considerations

Integrity

* Is it honest and straightforward to present the Al tool to students as a reliable
learning aid or assessment tool if its feedback can be inaccurate or its plagiarism
checks biased? How should its limitations be communicated to maintain integrity?

Objectivity

® Is the Al tool applying assessment or feedback criteria objectively, or does it
exhibit biases (e.g., against certain writing styles)? Could faculty reliance on Al
grading compromise their objective assessment of student work?
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Professional Competence and Due Care

* Are educators exercising due care by ensuring the Al tool genuinely supports
learning outcomes and fair assessment, rather than hindering them? Do faculty
have the competence to evaluate the Al’s suitability, limitations, and outputs
effectively? Does using the tool risk failing in the duty to develop students’ own
competence?

Confidentiality

® |s student data, including potentially sensitive assignment content and personal
information, adequately protected and handled confidentially when processed by
the third-party Al vendor? Have data privacy implications and compliance (e.g.,
GDPR) been fully assessed and addressed?

Professional Behaviour

* Does the use of this Al tool uphold the academic standards and reputation of the
accounting programme and the university? Does it adequately prepare students
for the ethical and professional demands of the accountancy profession, including
developing their own judgement? Could inappropriate use discredit the
educational mission?

Possible Course of Action

1.

Evaluate Al Accuracy: Conduct a systematic evaluation of the Al tool’s accuracy
across different types of assignments and compare its feedback/grading against
human expert assessment.

Address Bias: Work with the vendor to understand and mitigate any identified
biases in the Al algorithms, particularly in plagiarism detection. Implement
supplementary checks or alternative tools if necessary.

Define Al’s Role: Clearly define the Al tool’s role as supplementary support, not a
replacement for human teaching, feedback, or final assessment. Emphasise critical
thinking and caution students against over-reliance.

Ensure Human Oversight: Implement policies requiring faculty review and
moderation of Al-generated feedback and plagiarism flags, especially for high-stakes
assessments.

Review Data Privacy: Engage the university’s legal and data protection officers to
thoroughly review the Al vendor’s data privacy policies and ensure compliance. Seek
explicit student consent if required and explore options for data anonymisation or
minimisation.

Develop Usage Guidelines: Create clear guidelines for students and faculty on the
appropriate and ethical use of the Al tool, including its limitations and potential
pitfalls.

Provide Training: Train faculty on how to use the Al tool effectively and ethically,
including interpreting its outputs, identifying potential issues, and providing
supplementary human feedback.

Establish Appeal Process: Ensure a clear and accessible process exists for
students to appeal Al-driven assessments or flags.

Recommendation

®* Recommend a cautious and phased approach to integrating the Al tool into the
accounting curriculum.
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Its use should be primarily formative (practice and feedback) rather than
summative (final grades) until its accuracy and fairness are rigorously validated.

Implement strong human oversight mechanisms, ensuring faculty retain final
responsibility for assessment.

Prioritise transparency with students about the tool's capabilities and limitations.
Crucially, ensure robust data privacy agreements are in place with the vendor,
and develop clear ethical usage guidelines for both students and staff.

Advocate for ongoing evaluation of the tool’s impact on learning outcomes and
professional skill development.
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HOW THE CCAB CASE STUDIES WERE
PRODUCED

An analysis of anonymised usage data from Al tools, categorised using the U.S.
Department of Labour’s Occupational Information Network (O*NET), identified key
accounting-related tasks where the use of Al tools is being explored.

These include areas such as developing, implementing, and documenting accounting
systems using current technology; preparing and analysing financial statements and
records; evaluating financial reporting systems and making recommendations for changes;
maintaining current knowledge of standards, policies, and tax code changes; and
compiling financial reports.

An Al tool was instructed to have regard to these use cases and the IESBA Code, and to
produce some illustrative case studies.

Al tools were also used to examine human drafted case studies and to analyse potential
ethical issues involved and draft potential responses to these issues.

The case studies were refined and quality assured by the CCAB Ethics Group, and those
selected are intended to encompass a broad range of accountancy practice.

The case studies are intended to assist professional accountants to in using these ethical

decision making tools in the Code, to navigate the ethical dimensions of Al use and
adoption.

Provide feedback on the draft CCAB Case Studies on the Ethical Use of Al!

Please take the short survey on the CCAB website at https://www.ccab.org.uk
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