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 i  •  Course Information

ETHICS FOR ILLINOIS CPAS

This course is designed to provide the CPA with an ethical framework that the CPA can use as a guide to
sort through ethical dilemmas. In addition to conceptual theories, this course provides detailed guidance
RQ�WKH�VSHFL¿F�ODZV��UXOHV��DQG�UHJXODWLRQV�\RX�ZLOO�QHHG�LQ�WKH�IXWXUH� 

LEARNING ASSIGNMENTS AND OBJECTIVES 

As a result of studying each assignment, you should be able to meet the objectives listed below each 
individual assignment.

SUBJECTS

Chapter 1: Introduction to the Study of Ethics
Chapter 2: The AICPA Code of Professional Conduct
Chapter 3: Ethics and the Tax Professional

6WXG\�WKH�FRXUVH�PDWHULDOV�IURP�SDJHV���WR���
Complete the review questions at the end of each chapter
$QVZHU�WKH�H[DP�TXHVWLRQV���WR���

Objectives:

• 7R�UHFRJQL]H�WKH�KLVWRU\�DQG�IXQFWLRQ�RI�HWKLFV
• To recognize the rules of the Code of Professional Conduct
• 7R�LGHQWLI\�WKH�,QWHUQDO�5HYHQXH�6HUYLFH�5HTXLUHPHQWV�DV�RXWOLQHG�LQ�&LUFXODU����
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NOTICE
$Q\�FDVH�VWXGLHV�RU�H[DPSOHV�UHODWLQJ�WR�DQ\�GLVFLSOLQDU\�DFWLRQV�WDNHQ�E\�WKH�%RDUG�RI�$FFRXQWDQF\�KDYH�
EHHQ�WDNHQ�GLUHFWO\�IURP�D�%2$�VRXUFH��H�J��ZHEVLWH��QHZVOHWWHUV��QRWLFHV��DQG�ZHUH�SXEOLVKHG�EDVHG�RQ�
WKH�LQIRUPDWLRQ�DYDLODEOH�DW�WKH�WLPH�RI�FRXUVH�GHYHORSPHQW��6XEVHTXHQW�HYHQWV��DFWLRQV��ZLWKGUDZDOV�
PD\�KDYH�RFFXUUHG�VLQFH�WKH�SXEOLFDWLRQ�RI�WKLV�FRXUVH�

/LPLW�RI�/LDELOLW\�'LVFODLPHU�RI�:DUUDQW\��:KLOH�WKH�SXEOLVKHU�DQG�DXWKRU�KDYH�XVHG�WKHLU�EHVW�
HIIRUWV�LQ�SUHSDULQJ�WKLV�ERRN��WKH\�PDNH�QR�UHSUHVHQWDWLRQV�RU�ZDUUDQWLHV�ZLWK�UHVSHFW�WR�WKH�
DFFXUDF\�RU�FRPSOHWHQHVV�RI�WKH�FRQWHQWV�RI�WKLV�ERRN�DQG�VSHFL¿FDOO\�GLVFODLP�DQ\�LPSOLHG�
ZDUUDQWLHV�RU�PHUFKDQWDELOLW\�RU�¿WQHVV�IRU�D�SDUWLFXODU�SXUSRVH��1R�ZDUUDQW\�PD\�EH�FUHDWHG�
RU�H[WHQGHG�E\�VDOHV�UHSUHVHQWDWLYHV�RU�ZULWWHQ�VDOHV�PDWHULDOV��7KH�DGYLFH�DQG�VWUDWHJLHV�
FRQWDLQHG�KHUHLQ�PD\�QRW�EH�VXLWDEOH�IRU�\RXU�VLWXDWLRQ��<RX�VKRXOG�FRQVXOW�ZLWK�D�SURIHVVLRQDO�
ZKHUH�DSSURSULDWH��1HLWKHU�WKH�SXEOLVKHU�QRU�DXWKRU�VKDOO�EH�OLDEOH�IRU�DQ\�ORVV�RI�SUR¿W�RU�DQ\�
RWKHU�FRPPHUFLDO�GDPDJHV��LQFOXGLQJ�EXW�QRW�OLPLWHG�WR�VSHFLDO��LQFLGHQWDO��FRQVHTXHQWLDO��RU�
other damages.

7KH�(QG�8VHU�VKDOO�EH�SHUPLWWHG�WR�XVH�WKH�/LFHQVHG�&RQWHQW�IRU�LQWHUQDO�SXUSRVHV�RQO\�DQG�
QRW�IRU�UHVDOH�RU�GLVWULEXWLRQ��7KH�/LFHQVHG�&RQWHQW�LV�SURYLGHG�RQ�DQ�³DV�LV´�EDVLV�DQG�ZLWK-
RXW�DQ\�ZDUUDQWLHV�RI�DQ\�NLQG��H[SUHVV�RU�LPSOLHG��&&+�,1&25325$7('�$1'�,76�/,&(1-
6256�$1'�$)),/,$7(6�',6&/$,0�$//�:$55$17,(6�:,7+�5(63(&7�72�7+(�/,&(16('�
&217(17��(;35(66�25�,03/,('��,1&/8',1*�%87�127�/,0,7('�72��:$55$17,(6�
2)�0(5&+$17$%,/,7<��),71(66�)25�$�3$57,&8/$5�385326(��121�,1)5,1*(0(17��
7,7/(��48,(7�(1-2<0(17�$1'�,1)250$7,21�&203/(7(1(66��&855(1&<�25�$&-
&85$&<�

(QG�8VHU�DVVXPHV�DOO�UHVSRQVLELOLWLHV�DQG�REOLJDWLRQV�ZLWK�UHVSHFW�WR�WKH�VHOHFWLRQ�RI�WKH�/L-
FHQVHG�&RQWHQW�WR�DFKLHYH�(QG�8VHU¶V�LQWHQGHG�UHVXOWV��(QG�8VHU�DVVXPHV�DOO�UHVSRQVLELOLWLHV�
DQG�REOLJDWLRQV�ZLWK�UHVSHFW�WR�DQ\�GHFLVLRQ�RU�DGYLFH�PDGH�RU�JLYHQ�DV�D�UHVXOW�RI�WKH�XVH�RU�
DSSOLFDWLRQ�RI�WKH�/LFHQVHG�&RQWHQW��&&+�DQG�LWV�OLFHQVRUV�DQG�DI¿OLDWHV�DUH�QRW�HQJDJHG�LQ�WKH�
rendering of legal, accounting, tax or other professional advice or services. If legal, accounting, 
WD[�RU�RWKHU�H[SHUW�DVVLVWDQFH�LV�UHTXLUHG��WKH�VHUYLFHV�RI�D�FRPSHWHQW�SURIHVVLRQDO�VKRXOG�EH�
sought.

7KLV�FRXUVH�LV�VROG�ZLWK�WKH�XQGHUVWDQGLQJ�WKDW�WKH�SXEOLVKHU�LV�QRW�HQJDJHG�LQ�UHQGHULQJ�OHJDO��
DFFRXQWLQJ��RU�RWKHU�SURIHVVLRQDO�DGYLFH�DQG�DVVXPHV�QR�OLDELOLW\�ZKDWVRHYHU�LQ�FRQQHFWLRQ�
ZLWK�LWV�XVH��6LQFH�ODZV�DUH�FRQVWDQWO\�FKDQJLQJ��DQG�DUH�VXEMHFW�WR�GLIIHULQJ�LQWHUSUHWDWLRQV��ZH�
XUJH�\RX�WR�GR�DGGLWLRQDO�UHVHDUFK�DQG�FRQVXOW�DSSURSULDWH�H[SHUWV�EHIRUH�UHO\LQJ�RQ�WKH�LQIRU-
mation contained in this course to render professional advice.

��3DFL¿F�&3(��/3�����

3URJUDP�SXEOLFDWLRQ�GDWH���������
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EXAM OUTLINE

• TEST FORMAT: 7KH�¿QDO�H[DP�IRU�WKLV�FRXUVH�FRQVLVWV�RI����PXOWLSOH�FKRLFH�TXHVWLRQV�
DQG�LV�EDVHG�VSHFL¿FDOO\�RQ�WKH�LQIRUPDWLRQ�FRYHUHG�LQ�WKH�FRXUVH�PDWHULDOV�

• $&&(66�),1$/�(;$0��/RJ�LQ�WR�\RXU�DFFRXQW�DQG�FOLFN�7DNH�([DP��$�FRS\�RI�WKH�¿QDO�
H[DP�LV�SURYLGHG�DW�WKH�HQG�RI�WKHVH�FRXUVH�PDWHULDOV�IRU�\RXU�FRQYHQLHQFH��KRZHYHU�\RX�
PXVW�VXEPLW�\RXU�DQVZHUV�RQOLQH�WR�UHFHLYH�FUHGLW�IRU�WKH�FRXUVH�

• /,&(16(�5(1(:$/�,1)250$7,21��7KLV�FRXUVH�TXDOL¿HV�IRU�4 CPE hours.

• PROCESSING: <RX� ZLOO� UHFHLYH� WKH� VFRUH� IRU� \RXU� ¿QDO� H[DP� LPPHGLDWHO\� DIWHU� LW� LV�
VXEPLWWHG��$�VFRUH�RI�����RU�EHWWHU�LV�UHTXLUHG�WR�SDVV��

• &(57,),&$7(�2)�&203/(7,21��:LOO� EH� DYDLODEOH� LQ� \RXU� DFFRXQW� WR� YLHZ� RQOLQH� RU�
SULQW��,I�\RX�GR�QRW�SDVV�DQ�H[DP��LW�FDQ�EH�UHWDNHQ�IUHH�RI�FKDUJH�
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�������&KDSWHU����,QWURGXFWLRQ�WR�WKH�6WXG\�RI�(WKLFV�

CHAPTER 1: INTRODUCTION 
TO THE STUDY OF ETHICS

Chapter Objective

After completing this chapter, you should be able to:
• 5HFRJQL]H�WKH�KLVWRU\�DQG�IXQFWLRQ�RI�HWKLFV�

(WKLFV� KDV� D� QXPEHU� RI� IXQFWLRQV� RU� JRDOV�� 7KH� SULPDU\� IXQFWLRQ� LV� WR� GHYHORS� IRUPXODV� RU� ORJLFDO�
FRQVWUXFWV�WKDW�FDQ�EH�XVHG�LQ�FKRRVLQJ�EHWZHHQ�YDULRXV�FRXUVHV�RI�DFWLRQ��7KH�³PRUDO´�RU�³HWKLFDO´�WKLQJ�
WR�GR�LV�FRQVLGHUHG�WKH�ULJKW�WKLQJ�WR�GR��%XW�LW�LV�QRW�DOZD\V�HDV\�WR�NQRZ�ZKDW�WKH�PRUDO�FRXUVH�RI�DFWLRQ�
LV��(WKLFDO�FRQVWUXFWV�DQG�WKHRULHV��VXFK�DV�XWLOLWDULDQLVP��DUH�GHVLJQHG�WR�EH�XVHG�DV�WRROV�RI�WKRXJKW�LQ�
VHOHFWLQJ�DQ�DSSURSULDWH��HWKLFDO�FRXUVH�RI�DFWLRQ��,W�GRHV�QRW�PDWWHU�LI�\RXU�JRDO�LV�WR�EH�WKH�EHVW�&3$�RU�
WKH�EHVW�VSRXVH�RU�IULHQG��WKH�SULQFLSOHV�WKDW�JXLGH�RQH¶V�DFWLRQV�ZLOO�WKHRUHWLFDOO\�EH�WKH�VDPH�

:HEVWHU¶V� 'LFWLRQDU\� GH¿QHV� ³HWKLFV´� DV� ³WKH� GLVFLSOLQH� GHDOLQJ� ZLWK� ZKDW� LV� JRRG� DQG� EDG� DQG�ZLWK�
PRUDO� GXW\� DQG� REOLJDWLRQ´� DQG� DV� ³D� VHW� RI�PRUDO� SULQFLSOHV� RU� YDOXHV�´�7KH�ZRUG� ³PRUDO´� LV� GH¿QHG�
DV� ³RI� RU� UHODWLQJ� WR� SULQFLSOHV� RI� ULJKW� DQG�ZURQJ� LQ� EHKDYLRU�´� (WKLFV� KDV� DOVR� EHHQ� GH¿QHG� DV� WKH�
³VFLHQFH�RI�FRQGXFW�´�)LUVW�DQG�IRUHPRVW��HWKLFV�LV�D�SKLORVRSK\��7KH�VWXG\�RI�HWKLFV�KDV�D�ORQJ�DQG�ULFK�
KLVWRU\�LQ�:HVWHUQ�FLYLOL]DWLRQ��EHJLQQLQJ�ZLWK�WKH�HDUO\�*UHHN�SKLORVRSKHUV�VXFK�DV�3ODWR�DQG�$ULVWRWOH��
HPHUJLQJ�DORQJ�ZLWK�HDUO\�&KULVWLDQ�WKRXJKW�LQ�WKH�PHGLHYDO�SHULRG�DQG�FRQWLQXLQJ�LQWR�PRGHUQ�(XURSHDQ�
scholarship. Throughout the centuries, the great philosophers have attempted to develop normative 
FRQVWUXFWV�WR�XVH�LQ�GH¿QLQJ�EHKDYLRU��0DQ\�VFKRROV�RI�WKRXJKW�KDYH�GHYHORSHG�WKDW�KDYH�EHHQ�XVHG�
QRW�RQO\�WR�GH¿QH�FRQGXFW��EXW�WR�HVWDEOLVK�QRUPV��7KHVH�WKHRULHV�KDYH�EHHQ�XVHG�YDULRXVO\�WR�MXVWLI\�
GLIIHUHQW�FRXUVHV�RI�FRQGXFW�DV�HWKLFDO�DQG�WR�SURPRWH�GLIIHUHQW�PRGHV�RI�EHKDYLRU�

Observation

 
1RZKHUH�LQ�WKH�GLFWLRQDU\�ZLOO�\RX�¿QG�WKH�GH¿QLWLRQ�RI�HWKLFV�DV�GRLQJ�WKDW�ZKLFK�RQH�
LV�OHJDOO\�REOLJDWHG�WR�GR��(WKLFDO�UHVSRQVLELOLWLHV�H[FHHG�OHJDO�REOLJDWLRQV�

7KH�PRGHUQ�SURIHVVLRQDO�UXOHV�RI�FRQGXFW�WKDW�JRYHUQ�&3$V�±�OLNH�WKRVH�JRYHUQLQJ�DWWRUQH\V�DQG�RWKHU�
SURIHVVLRQDOV�±�KDYH�GHYHORSHG�RXW�RI�WKRVH�VFKRROV�RI�WKRXJKW�ZLWK�DQ�H\H�WRZDUG�HVWDEOLVKLQJ�D�VHW�RI�
QRUPV�WKDW�EHQH¿W�DQG�SURPRWH�WKH�SURIHVVLRQ�ZKLOH�SURWHFWLQJ�FRQVXPHUV��$�JHQHUDO�XQGHUVWDQGLQJ�RI�
VRPH�RI�WKH�EDFNJURXQG�RI�WKLV�¿HOG�RI�VWXG\�LV�KHOSIXO�WR�PRUH�IXOO\�XQGHUVWDQG�WKH�JRDO�RI�WKH�UXOHV�RI�
SURIHVVLRQDO�FRQGXFW�JRYHUQLQJ�&3$V��7KLV�W\SH�RI�XQGHUVWDQGLQJ�LV�DOVR�XVHIXO�LQ�DQDO\]LQJ�VLWXDWLRQV�
WKDW�PD\�DULVH�WKDW�GR�QRW�IDOO�VTXDUHO\�ZLWKLQ�WKH�SDUDPHWHUV�RI�RQH�RI�WKH�VSHFL¿F�SURIHVVLRQDO�UXOHV��7KH�
HWKLFDO�&3$�VKRXOG�EH�DEOH�WR�GHWHUPLQH�WKH�DSSURSULDWH�FRXUVH�RI�DFWLRQ�UHJDUGOHVV�RI�WKH�FLUFXPVWDQFHV�



�������&KDSWHU����,QWURGXFWLRQ�WR�WKH�6WXG\�RI�(WKLFV�

LQ�ZKLFK�KH�RU�VKH�¿QGV�KLPVHOI�RU�KHUVHOI��:H�ZLOO�EHJLQ�RXU�GLVFXVVLRQ�ZLWK�D�EULHI�RYHUYLHZ�RI�D�IHZ�
RI� WKH�PDMRU�SKLORVRSKLFDO�HWKLFDO�FRQVWUXFWV�DQG�WKHQ�H[DPLQH�KRZ�WKRVH�FRQVWUXFWV�FDQ�EH�XVHG�DV�
PRGHOV�LQ�JXLGLQJ�WKH�EHKDYLRU�RI�&3$V�

0RVW�VRFLHWLHV�DWWHPSW�WR�FRPSHO�HWKLFDO�EHKDYLRU�E\�UHTXLULQJ�DGKHUHQFH�WR�D�VHULHV�RI�ODZV��LQ�WKLV�ZD\��
WKH�UXOHV�RI�SURIHVVLRQDO�FRQGXFW�JRYHUQLQJ�&3$V�FDQ�EH�YLHZHG�DV�ODZV�GHVLJQHG�WR�HQVXUH�WKDW�&3$V�
DFW�HWKLFDOO\���(QJOLVK�SKLORVRSKHU�-RKQ�$XVWLQ�ZURWH�WKDW�³D�ODZ��LQ�WKH�PRVW�JHQHUDO�DQG�FRPSUHKHQVLYH�
DFFHSWDWLRQ�LQ�ZKLFK�WKH�WHUP��LQ�LWV�OLWHUDO�PHDQLQJ��LV�HPSOR\HG��PD\�EH�VDLG�WR�EH�D�UXOH�ODLG�GRZQ�IRU�
WKH�JXLGDQFH�RI�DQ�LQWHOOLJHQW�EHLQJ�E\�DQ�LQWHOOLJHQW�EHLQJ�KDYLQJ�SRZHU�RYHU�KLP�´�7KLV�GH¿QLWLRQ�LV�WDNHQ�
IURP�$XVWLQ¶V� ³7KH� 3URYLGHQFH� RI� -XULVSUXGHQFH�'HWHUPLQHG�´� ¿UVW� SXEOLVKHG� LQ� ������$XVWLQ� GH¿QHV�
VHYHUDO�W\SHV�RI�ODZV��)LUVW��DFFRUGLQJ�WR�$XVWLQ��DUH�ODZV�ODLG�GRZQ�E\�*RG�WR�JRYHUQ�WKH�EHKDYLRU�RI�
PDQ��7KHVH�DUH�UHIHUUHG�WR�DV�³QDWXUDO�ODZV�´�

1H[W�DUH�ODZV�HVWDEOLVKHG�E\�PHQ��ZKLFK�DUH�WHUPHG�³SRVLWLYH�ODZV�´�RU�ODZV�WKDW�H[LVW�E\�SRVLWLRQ��(YHU\�
ODZ��DFFRUGLQJ�WR�$XVWLQ��LV�D�³FRPPDQG´�

6XPPDU\��3KLORVRSKHU�-RKQ�$XVWLQ�EHOLHYHG�WKHUH�DUH���W\SHV�RI�ODZV�

���1DWXUDO�/DZV�±�/DZV�ODLG�GRZQ�E\�*RG�WR�JRYHUQ�WKH�EHKDYLRU�RI�PDQ�

���3RVLWLYH�/DZV�±�/DZV�WKDW�DUH�HVWDEOLVKHG�E\�PHQ�

Viewed according to this philosophical model, the AICPA’s Code of Professional Conduct is most 
SURSHUO\�FKDUDFWHUL]HG�DV�D�VHW�RI�FRPPDQGV��$V�WKH\�DUH�FRPPDQGV�ODLG�GRZQ�E\�PDQ�WR�JRYHUQ�WKH�
FRQGXFW�RI�PDQ��SKLORVRSKHU�-RKQ�$XVWLQ�ZRXOG�FODVVLI\�WKH�$,&3$¶V�Code of Professional Conduct as a 
³SRVLWLYH�ODZ�´��$QG�DV�WKH�UHVXOW�RI�D�IDLOXUH�WR�IROORZ�RU�DELGH�E\�D�UXOH�RI�SURIHVVLRQDO�FRQGXFW�FDQ�OHDG�
to the imposition of a punishment or a sanction, that rule of professional conduct can again, according 
WR�$XVWLQ¶V�SKLORVRSKLFDO�PRGHO��SURSHUO\�EH�UHIHUUHG�WR�DV�D�SRVLWLYH�ODZ��(YHQ�WKRXJK�WKH�SXUSRVH�RI�
WKH�UXOH�LV�WR�DFKLHYH�D�FHUWDLQ�JRRG��WKH�UXOH�LV�GH¿QHG�E\�WKH�VDQFWLRQ�WKDW�LV�WKUHDWHQHG�ZKHQ�WKHUH�LV�
QRQ�FRPSOLDQFH�

,�DP�GHWHUPLQHG�RU� LQFOLQHG� WR�FRPSO\�ZLWK� WKH�ZLVK�RI�DQRWKHU��E\� WKH� IHDU�
RI�GLVDGYDQWDJH�RU�HYLO�� ,�DP�DOVR�GHWHUPLQHG�RU� LQFOLQHG� WR�FRPSO\�ZLWK� WKH�
ZLVK� RI� DQRWKHU�� E\� WKH� KRSH� RI� DGYDQWDJH� RU� JRRG�� %XW� LW� LV� RQO\� E\� WKH�
FKDQFH�RI� LQFXUULQJ�HYLO�� WKDW� ,�DP�ERXQG�RU�REOLJHG�WR�FRPSOLDQFH�� ,W� LV�RQO\�
E\� FRQGLWLRQDO� HYLO�� WKDW� GXWLHV� DUH� VDQFWLRQHG� RU� HQIRUFHG�� ,W� LV� WKH� SRZHU�
DQG� SXUSRVH� RI� LQÀLFWLQJ� HYHQWXDO� HYLO�� DQG� QRW� WKH� SRZHU� DQG� SXUSRVH� RI�
imparting eventual good, which gives to the expression of a wish the name of 
a command.

7KXV�� WKH�$,&3$�&RGH�UHTXLUHPHQW� WKDW�&3$V�³PDLQWDLQ�REMHFWLYLW\�DQG�EH�IUHH�RI�FRQÀLFWV�RI� LQWHUHVW�
LQ� GLVFKDUJLQJ� SURIHVVLRQDO� UHVSRQVLELOLWLHV´� �$UWLFOH� ,9�� WDNHV� WKH� IRUP� RI� D� ³FRPPDQG´� RYHU� &3$V�
WKURXJK�WKH�ULVN�WKDW�D�&3$�ZKR�IDLOV�WR�DFW�ZLWK�REMHFWLYLW\�LQ�GLVFKDUJLQJ�KLV�RU�KHU�REOLJDWLRQV�FRXOG�EH�
VDQFWLRQHG�E\�WKH�$,&3$��,W� LV�WKURXJK�NQRZOHGJH�WKDW�D�VDQFWLRQ�LV�SRVVLEOH�WKDW�WKH�&3$�IROORZV�WKH�
³FRPPDQGV´�RI�WKH�UXOHV�RI�SURIHVVLRQDO�FRQGXFW��



�������&KDSWHU����,QWURGXFWLRQ�WR�WKH�6WXG\�RI�(WKLFV�

,W�LV�WKURXJK�WKH�IDFW�WKDW�WKH�PHPEHUV�RI�WKH�JURXS��LQ�WKLV�FDVH�&3$V��IROORZ�WKH�VDPH�VHW�RI�FRPPDQGV��
WKDW�D�³VRFLHW\´�LV�HVWDEOLVKHG��³,Q�RUGHU�WKDW�D�JLYHQ�VRFLHW\�PD\�IRUP�D�VRFLHW\�SROLWLFDO��WKH�JHQHUDOLW\�RU�
EXON�RI�LWV�PHPEHUV�PXVW�KDELWXDOO\�REH\�D�VXSHULRU�GHWHUPLQDWH�DV�ZHOO�DV�FRPPRQ�´�7KXV��DFFRXQWDQWV��
ZKLOH�WKH\�GR�QRW�IRUP�D�³VRFLHW\´�ZLWKLQ�WKH�WUDGLWLRQDO�PHDQLQJ�RI�WKH�WHUP��GH¿QHG�DV�D�SROLWLFDO�HQWLW\��
GR�IRUP�D�VRFLHW\�LQ�WKH�EURDGHU�GH¿QLWLRQ�DV�D�JURXS�RI�LQGLYLGXDOV�ZKR�YROXQWDULO\�VXEPLW�WKHPVHOYHV�WR�
WKH�VDPH�VHW�RI�UXOHV�XQGHU�WKH�WKUHDW�WKDW�QRQ�FRPSOLDQFH�ZLWK�DQ\�SDUWLFXODU�SRVLWLYH�ODZ�FDQ�OHDG�WR�
the imposition of a sanction.

7+(�9$/8(�2)�352)(66,21$/�&2'(6�2)�(7+,&6

,W� LV� HDV\� WR� VD\� WKDW� SURIHVVLRQDO� HWKLFDO� FRGHV� KDYH� EHHQ� GHYHORSHG� WR� SURWHFW� FRQVXPHUV� DQG� WR�
SURPRWH�WKH�EXVLQHVV�ZKRVH�HWKLFV�DUH�EHLQJ�UHJXODWHG��6WDWHG�LQ�WKH�DEVWUDFW��KRZHYHU��WKLV�LV�RI�OLPLWHG�
YDOXH��7R�WUXO\�XQGHUVWDQG�WKH�HWKLFDO�UXOHV�JRYHUQLQJ�&3$V��LW�LV�LPSRUWDQW�WR�KDYH�D�EHWWHU�XQGHUVWDQGLQJ�
RI�WKH�YDOXH�WKDW�WKH�UXOHV�SURYLGH��7KH�¿HOG�RI�HWKLFV�LV�LQYROYHG�LQ�GH¿QLQJ�EHKDYLRU�DV�JRRG�RU�EDG��
3HRSOH�LQ�EXVLQHVV�JHQHUDOO\�KDYH�DV�WKHLU�SULPDU\�PRWLYDWLRQ�LQFUHDVLQJ�SUR¿WV��,I�ZH�DVVXPH��FRQWUDU\�
WR�VRPH�SKLORVRSKLFDO�WKHRULHV��WKDW�SHRSOH�ZLOO�QRW�EHKDYH�HWKLFDOO\�VLPSO\�EHFDXVH�LW�LV�WKH�ULJKW�WKLQJ�
WR�GR��WKHQ�WKHUH�PXVW�EH�VRPH�DGGLWLRQDO�LQFHQWLYH�RU�PRWLYDWLRQ�IRU�SHRSOH�WR�DFW�LQ�DQ�HWKLFDO�PDQQHU��
2QH�REYLRXV�PRWLYDWLRQ�LV�WKH�IHDU�RI�VDQFWLRQ�RU�SXQLVKPHQW�WKDW�FDQ�FRPH�ZLWK�QRQ�FRPSOLDQFH��1R�
&3$�ZRXOG� UHDVRQDEO\� GR� VRPHWKLQJ� WKDW� KH� NQHZ� FRXOG� UHVXOW� LQ� WKH� ORVV� RI� KLV� OLFHQVH� WR� SUDFWLFH�
EHFDXVH�VXFK�DFWLRQ�ZRXOG�WKUHDWHQ�WKH�SHUVRQ¶V�OLYHOLKRRG��%XW�WKHUH�DUH�RWKHU�UHDVRQV�WKDW�WKH�&3$�
VKRXOG�EH�FRQFHUQHG�DERXW�IROORZLQJ�HWKLFDO�UXOHV��)LUVW��EHLQJ�HWKLFDO�LV�WKH�ULJKW�WKLQJ�WR�GR��6HFRQG��
EHLQJ�HWKLFDO�ZLOO�RIWHQ�OHDG�WR�JUHDWHU�SURIHVVLRQDO�VXFFHVV�

(WKLFDO�UXOHV�JRYHUQLQJ�&3$V�DQG�RWKHU�SURIHVVLRQDOV�WKHUHIRUH�KDYH�D�MRLQW�SXUSRVH��2Q�WKH�RQH�KDQG��
as we said earlier, the rules protect consumers. This is true regardless of what motivates the individual 
&3$� WR� IROORZ� WKHP��7KH� UXOHV�DOVR�KHOS� WR�SURPRWH� WKH�SURIHVVLRQ�E\�SURYLGLQJ�D�FRQVLVWHQF\� LQ� WKH�
ZD\� WKDW�SUREOHPV�DUH�DSSURDFKHG��%XW� VLQFH�QRW�DOO� SUREOHPV�RU�SUHGLFDPHQWV�DUH�SUHGLFWDEOH�� DQG�
WKHUHIRUH�WKHUH�LV�QR�UXOH�WR�JRYHUQ�HYHU\�SRWHQWLDO�FRQWLQJHQF\��WKH�WUXO\�HWKLFDO�DFFRXQWDQW�LV�RQH�ZKR�
XQGHUVWDQGV�WKH�YDOXH�RI�WKH�UXOHV�DQG�WKH�EDVLV�EHKLQG�WKHP��7KDW�DFFRXQWDQW�LV�WKHUHIRUH�EHWWHU�VLWXDWHG�
WR�GHWHUPLQH�WKH�HWKLFDO�FRXUVH�RI�DFWLRQ�ZKHQ�IDFHG�ZLWK�D�GLI¿FXOW�VLWXDWLRQ��7KH�PRVW�LPSRUWDQW�UHDVRQ�
IRU�&3$V�WR�IROORZ�SURIHVVLRQDO�HWKLFV�LV�VLPSO\�WR�EHKDYH�LQ�WKH�PRVW�HWKLFDO�PDQQHU�


