Jupiter uses accounting policies, which maximise its return on capital employed. The directors of Jupiter feel that they are acting ethically in using this approach as they feel that as long as they follow ‘professional rules’, then there is no problem. They have adopted a similar philosophy in the way they conduct their business affairs. The finance director had recently received information that one of their key customers, Holly, a public limited company, was having serious liquidity problems. This information was received from a close friend who was employed by Holly. However, he also learned that Holly had approached a rival company Ivy, a public limited company, for credit and knew that if Ivy granted Holly credit then there was a high probability that the outstanding balance owed by Holly to Jupiter would be paid. Ivy had approached Jupiter's Finance director for an informal credit reference for Holly who until recently had always paid promptly. The Finance director was intending to give Holly a good reference because of its recent prompt payment history as the Finance director felt that there was no obligation or rule which required him to mention the company’s liquidity problems (there is no change required to the financial statements as a result of the above information).

Required:

Discuss the view that ethical behaviour is simply a matter of compliance with professional rules and whether the Finance director should simply consider ‘rules’ when determining whether to give Holly a good credit reference
