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Most threats to independence
don’t begin with wrongdoing —
they begin with helpfulness

We’ll explore how
@ seemingly small
actions can:
Threaten
@ independence in
appearance

Threaten
independence in fact
(objectivity)

Create arole identity
conflict that makes
future audit judgments
biased




Technically helpful but functionally entangled

Scenario

Helping record or correct journal
entries

Designing or recommending
internal controls

Advising on ERP or accounting
system selection

Training client staff on processes
Providing templates or policies
for clients to implement

Assisting in writing accounting
memos (e.g., for leases)

Potential Pitfall

You’ve become the preparer, then
the reviewer

You’ve assumed a management
function

You’re implicitly vouching for
systems you later audit

Creates blurred boundaries of
who’s accountable

You may be seen as designing or
making decisions

Your rationale becomes part of the

client’s justification

Threat Type
Self-review threat

Management participation
threat

Advocacy/self-review threat

Familiarity/advocacy threat

Management threat

Self-review threat



Helper Bias /
Empathy Bias

Once we bond with a client or
want them to succeed, our
decisions may unconsciously
favor them. Helping behavior
activates prosocial reward
circuits (e.g., oxytocin release),
reinforcing the dynamic.




Role Creep

In psychology, this is tied to schema
adaptation — once you start acting like

a member of the client’s team, your
internal mental model begins shifting to
align with that identity. You see what they
see.




Sunk Cost Fallacy

If you’ve already helped build or
guide a system, you are less likely to
question it critically later — even if
issues appear — because you’re
psychologically invested.




Social
Reciprocity Norm

Clients are friendly, grateful, and
may reciprocate help with
goodwill or further engagements.
That reinforces a social contract
that may unconsciously
override professional
skepticism




The “Benign Slide”

Term from behavioral ethics
meaning small helpful acts over
time incrementally shift
boundaries — until objectivity is
compromised, sometimes without
awareness.




Supportive but Separate: Defining the Line

Action

Journal Entries
Control Systems

Software

Policy Memos

Training

Allowable Support

Advising on format
Recommending options

Evaluating functionality

Providing guidance

Educating on principles

® Crosses the Line
Recording the entries

Designing or implementing
controls

Selecting or configuring
Drafting or approving

Supervising or onboarding
staff



Psychological
Guardrails: Train
Your Thinking

Three Guardrail Questions (A simplified mental checklist to stay in your
role):

* Am |l guiding, or am | deciding?
* Would a third party say I’m part of the client’s team?

* Am I reviewing something | had a hand in creating?



Language CPAs
Can Use With
Clients

“Let me give you a few options, but | can’t decide for you — that’s your
call.”

“l can explain how other companies handle it, but | can’t recommend a
specific policy.”

“If I help with this system now, I’ll need to be sure I’m not the one
auditing it later.”

“That’s getting into territory that could compromise my independence,
but | can connect you with someone else who can help.”




Support is Ethical
When It’s Objective

Helping clients is part of what
makes CPAs valuable — but the
moment your help replaces their
judgment, or blurs your role, your
independence is at risk.
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Psychological and
Regulatory Boundaries
of Independence

Auditors are expected to be
independent in fact (actual
objectivity of mind) and
independent in appearance (seen
by outsiders as unbiased) under
professional standards. The AICPA
Code of Professional Conduct, for
example, demands both conditions
for auditors in attestation roles



Independence
in Fact vs.

Independence
in Appearance

Independence in Appearance means avoiding any
situation that would cause a reasonable observer to
doubt the auditor’s objectivity

Independence in Fact (or “independence of mind”)
refers to the auditor’s actual impartiality and freedom
from bias

These two can diverge: for instance, an auditor could
meticulously follow every AICPA rule (no financial
interests, no prohibited relationships) yet still
succumb to unconscious biases favoring the client.



Self-
Interest
Incentives
and Self-
Serving Bias

One fundamental psychological threat to
independence is the self-serving bias that arises
from auditors’ self-interest. Auditors are hired and
paid by the clients they audit — a built-in conflict of
interest. Research in psychology consistently
shows that people’s desires and incentives
unconsciously influence their judgment, even
when they strive to be objective



Familiarity Threat:
Relationship Bias and
Auditor-Client Bonding

* Over time, auditors often develop
close relationships with their
clients. This familiarity threat is
well recognized in AICPA
independence standards (long
association or friendship with a
client can impair objectivity).
Psychologically, familiarity can
breed trust and empathy that
erode professional skepticism




Role Bias and
Advocacy: When
Auditors Wear Multiple
Hats

The AICPA calls out an advocacy
threat - if a CPA promotes or
defends a client’s position (for
example, acting as an advocate
in a legal dispute, or marketing
the client’s securities), it impairs
independence




Confirmation Bias and
Self-Review: Seeing
What You Expect to
See

Cognitive biases also operate once
an auditor has formed an initial
view or has priorinvolvementin
the subject matter. Confirmation
bias is the tendency to seek out or
interpret information in ways that
confirm one’s preexisting beliefs or
decisions. In auditing, this often
surfaces as self-review threat -
when auditors review their own
prior work or judgments, they may
be inclined (consciously or not) to
defend those earlier conclusions
rather than challenge them



Bias Blind Spot and
Overconfidence in
Objectivity

* One intriguing psychological barrier
is that professionals — auditors
included - often underestimate
their own susceptibility to bias.
This is known as the bias blind spot:
we readily see how others could be
swayed by conflicts of interest or
cognitive biases, but we believe we
are immune. In social psychology
studies, people acknowledge that
things like gifts or incentives might
influence “other people,” yet
sincerely insist that they
themselves would never be
affected




“Moral Seduction” and the
Slippery Slope of
Incrementalism

Independence impairments often happen not
in one blatant step, but gradually.
Psychologists refer to a slippery slope effect
or “moral seduction,” where small
concessions lead to bigger ones over time



Client Pressure, Influence,
and Conformity

Auditors don’t operate in avacuum -
they face pressure from clients and
sometimes their own firm leaders,
which can push the boundaries of
independence. The AICPA cites undue
influence threat: when management
or others exert pressure on the CPA or
exercise dominance (perhaps by
threatening to replace the auditor or by
appealing to the auditor’s desire to
please), it can impair objectivity.




Bridging the Gap: Mitigating
Biases and Enhancing
Objectlwty

Bias Awareness and Training: Simply learning about biases (like
we’re doing now) can help professionals recognize situations of risk.
For instance, being aware of the self-serving bias might promptan
auditor to consciously seek a second opinion on ajudgment that
significantly favors the client, just to test their objectivity.

* “Consider the Opposite” Technique: Research suggests that
actively considering reasons why your initial conclusion might be
wrong can mitigate confirmation bias

* Structural Solutions: Ensuring the audit team has independent
reviewers orinvolving a fresh partnerin contentious issues can
counteract groupthink and familiarity. Some firms have implemented
policies where no single partner can unduly influence an engagement
and where consultation on tough issues is mandatory — creating a
culture where objectivity is reinforced by peer challenge.

* Regulatory Oversight and Accountability: Knowing that one might
have to justify decisions to an independent inspector (like the PCAOB
or peerreview) can create a “countervailing incentive” to remain
unbiased




Five Self-Assessment Questions to Detect
Crossing the Line

Would | be comfortable explaining this to a regulator or peer | respect?
> Triggers the “appearance” test— this primes external accountability.

Am |l in a different role now than | was last week/month with this client?
> Checks for role bias or function creep (e.g., helper > reviewer).

Would my decision change if this were a new client or someone | didn’t
know?
> Surfaces familiarity bias.

Am | finding reasons to justify a position rather than objectively weighing it?
> Exposes confirmation or motivated reasoning bias.

Is there a conflict between what | believe is technically compliant and what
feels right?
> Explores the independence-in-appearance vs. independence-in-fact tension.




What to Do If the
Line Has Been
or Might Be

Crossed

Name the Threat Clearly

 Callitwhatitis—e.g., "I've developed too close a relationship,” or "l
helped with this journal entry last month and now I’m auditing it."

* Labeling the threat activates metacognition and weakens unconscious
bias.



What to Do If the
Line Has Been
or Might Be
Crossed

Consult the AICPA Conceptual Framework

|ldentify the specific threat category (self-review, advocacy, etc.).

Determine whether safeguards exist (e.g., rotating responsibility, external
review, removal from task).

If no effective safeguard is possible, then per AICPA: independence is
impaired.

That means you must report it and remove yourself or the engagement
from the compromised position.



What to Do If the

Ine Has Been
or Might Be
rossed

Uncrossing the Line (If Possible)

Sometimes, yes — if the impairment hasn’t resulted in a decision or action yet:
Disclose and reassign tasks to independent team members.
Document the conflict and resolution process transparently.

Implement structural fixes (e.g., second reviewer, more rigorous client
communications separation).

Use this message: “We identified a risk to our objectivity in this area, and here’s how
we mitigated it



What to Do If the

Ine Has Been
or Might Be
Crossed

When It’s Too Late to Fix Quietly

* |f an audit decision was already influenced, or the impairmentis too
entrenched:

* You must consider withdrawing from the engagement or

* Disclosing the independence breach to firm leadership and/or audit
committee.



What to Do If the

Line Has Been
or Might Be
Crossed

Protect Future Independence

* Reflect on what cognitive mode you were in (helper? advocate?
friend?).

* Review the engagement scope for overlaps or ambiguities.

* Push for better segregation of roles next time.
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