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[bookmark: _Toc225455487]Company Background: John Wood Group plc
[bookmark: _Toc225455488]Company Overview
Wood Group (also known as John Wood Group plc) is a multinational engineering and consulting firm based in Aberdeen, Scotland (Wood, 2019). The company offers project services, consulting and engineering in the energy and materials sector (Wood, 2019). It operates in such fields as oil and gas, renewable energy, chemicals, and infrastructure (Wood, 2019). Wood Group is publicly traded on the London Stock Exchange and adheres to the UK rules of governance and reporting to maintain transparency and accountability (Wood, 2019). The company has an income statement, as depicted in Figure 1 indicating that its income and profit and changes in sales have some financial reporting issues (MarketScreener, 2025).
[image: ]
Figure 1: Projected Income Statement: John Wood Group PLC (MarketScreener, 2025).
The company has grown to an international level since its inception and now operates in many countries and has thousands of workers all over the world. The engineering services leader supports large industrial and energy infrastructure projects worldwide (Daniel, 2026). Due to its size and international business, the organisation needs good governance and financial reporting to manage complexity and make reliable financial disclosures (Larker and Tayan, 2020).
[bookmark: _Toc225455489]Business Model and Operations
The business model of Wood Group consists of offering consulting, project, and engineering services of energy and industrial projects (Wood, 2019). The company will assist its clients in the initial design phase up to construction, operation, and maintenance (Wood, 2019). This strategy assists the company to develop long-term associations with major customers. The energy industry is evolving, and in recent years, although, Wood has been working more in renewable energy and sustainability (Larcker and Tayan, 2020). The company predominantly makes revenue out of the service contracts with the clients of the energy and materials industry (Wood, 2019). Such projects can be big and time consuming, hence project performance and project contract should be well displayed in the financial reports. Revenue and costs should be properly reported to prevent errors in financial reports and keep investors trustful (Wood, 2019).
[bookmark: _Toc225455490]Corporate Governance Structure
Wood Group is a publicly traded corporation governing by a board of directors and the executive (Wood, 2019). Strategy and oversight are dealt with by the board and daily operations by the management. The board also controls the performance of the management, audits financial reporting as well as making sure that the company adheres to regulations. The role plays a key role in big organizations where the chances of reporting errors are high due to the complexity of operations involved (Mallin, 2019). Independent directors and audit committees, as well as internal control systems, assist in corporate governance to ensure that the financial report is precise and correct (Collins, 2025). Such systems decrease the conflict between shareholders and managers and enhance the process of decision-making transparency (Larcker and Tayan, 2020). Effective governance practices are thus required in order to have accountability and guard the stakeholder interests.
[bookmark: _Toc225455491]Recent Financial Reporting Developments
During the last few years, Wood Group has been exposed to serious financial and governance issues concerning its financial reporting practices. In 2026, the Financial Conduct Authority (FCA) fined the company about £13 million by imposing a financial penalty on the company because of the publication of inaccurate financial statements repeatedly during many reporting periods (FCA, 2026). Research revealed that the company had provided false financial reports, which questioned the efficacy of its internal controls and the quality of its governance controls (Daniel, 2026). News and regulatory reports showed that inaccurate financial reporting had damaged investor trust and the company's reputation (Reuters, 2026). Figure 2 can be used to monitor the movement of the current share price of the company and the key events related to its financial reporting.
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Figure 2: Chart calendar John Wood Group PLC (MarketScreener, 2025).
In response to these issues, the company began internal audits, changed its financial reporting procedures. Moreover, it discussed its financial performance and strategies with stakeholders (Wood, 2025). These changes demonstrate that good governance systems protect investors and other stakeholders and ensure financial reporting.
[bookmark: _Toc225455492]Introduction
Corporate governance is crucial to make stock-listed corporations open, accountable, and ethical in financial reporting (Mallin, 2019). It governs organisations and fosters relationships between shareholders, management, and the board of directors (Mallin, 2019). Good governance mechanisms help managers make decisions that benefit shareholders and other stakeholders and maintain financial disclosure credibility. However, governance framework flaws will allow earnings management and financial misreporting (Turner, 2024). Accounting transactions are used to manipulate financial accounts to satisfy managerial goals in earnings management (Larcker and Tayan, 2020). These practises might mislead stakeholders about a company's financial success. The issue of financial reporting accuracy has grown in recent years, especially in publicly listed companies where managers are incentivised to declare strong financial results. The regulatory bodies are focusing more on financial reporting transparency and accountability to protect investors and stabilise markets (Hamzah, Sulaiman and Ismail, 2026). UK corporate governance has evolved to promote responsible corporate behaviour and reduce financial misreporting (Turner, 2024). Governance fails despite these regulatory safeguards. The London Stock Exchange-listed international energy services company John Wood Group plc is a recent example. The UK Financial Conduct Authority fined the corporation 13 million pounds in 2026 for publishing misleading financial statements and inaccurate financial performance (Accountancy Daily, 2026). Weak internal financial controls and governance oversight cast doubt on firm governance (Daniel, 2026). This paper examines Wood Group's earnings management and governance failure and its effects on stakeholders and corporate governance.
[bookmark: _Toc225455493]Conceptual Background: Earnings Management and Corporate Governance 
To conceptually understand the governance failure of the case of John Wood Group plc, earnings management and corporate governance mechanisms, a conceptual analysis is necessary. These ideas form the theoretical basis of examining the manner of occurrence of financial misreporting and the need for governance systems to fail in some cases.
[bookmark: _Toc225455494]Earnings Management
Earnings management refers to the ability of managers to present financial statements to alter financial outcomes in a certain manner they want. Accounting allows some flexibility, and issues arise when managers do it to deceive investors or conceal bad performance (Larcker and Tayan, 2020). It may involve recognizing income promptly, deferring costs or revising projections to present consistent revenues. These activities may provide an erroneous image of the financial state of the company and influence the decision of the stakeholders (Collins, 2025).



Table 1: Types of Earnings Management and Financial Reporting Risks
	Type of Earnings Management
	Description
	Common Techniques
	Governance Risk
	Implication for Financial Reporting

	Accrual-based earnings management
	Manipulation through accounting estimates
	Depreciation changes, provisions
	Weak oversight
	Distorted profits

	Real earnings management
	Manipulation through operational decisions
	Cost reductions, timing of sales
	Managerial opportunism
	Short-term earnings boost

	Disclosure manipulation
	Selective or misleading disclosure
	Incomplete reporting
	Poor transparency
	Stakeholder misinformation

	Financial restatement
	Correction of previously reported statements
	Error or misrepresentation correction
	Governance failure indicator
	Loss of investor trust


Source: Abraham and Kumar (2025); Bansal (2023); Ahmad et al. (2023).
The performance of organisations, the compensation of executives, or market demands frequently cause managers to indulge in earnings management. Senior management may inflate profits to retain investors or managerial roles when performance or finances decline (Collins, 2025). Earnings management is allowed by accounting rules. But financial statement manipulation can harm transparency and lead to regulation. It is also indicated in research that the possibility of opportunistic financial reporting behaviour is lower under stronger governance structures as well as regulatory oversight (Constantatos, Merika and Merika, 2025).
[bookmark: _Toc225455495]Corporate Governance and Financial Reporting
Corporate governance is a set of rules, practices, and institutional frameworks that give direction and control over companies (Mallin, 2019). It sets up accountability systems that make managers act in the best interest of the shareholders and other stakeholders (Hamzah, Sulaiman and Ismail, 2026). Good governance systems should seek to establish transparency, fairness, and responsible decision-making in organisations (Bukari, Agyemang and Bawuah, 2024). Corporate governance practices have a long history in the United Kingdom that is endorsed by the regulatory frameworks and governance codes meant to safeguard the investors and market integrity (Turner, 2024). The board of directors is considered one of the key elements of corporate governance.  It is in charge of controlling the managerial actions and making sure that the financial reporting is correct. The role of independent directors and audit committees is especially significant in their monitoring of the financial disclosures and in analysing the internal control systems (Bukari, Agyemang and Bawuah, 2024). Such effective forms of governance minimise the risk of financial manipulation and enhance accountability of the organisation (Mallin, 2019). Nevertheless, there may be an opportunity for earnings management and misreporting of financial status given weak board oversight, lack of independence, or inefficient internal controls (Hamzah, Sulaiman and Ismail, 2026).
[bookmark: _Toc225455496]Agency Theory and Governance Failure
Agency theory provides the reason as to why earnings management occurs (Larcker and Tayan, 2020). It depicts a disharmony between managers and shareholders. Managers are called agents. Principals are referred to as shareholders. Not in the best interest of shareholders, managers can proceed in their benefit (Larcker and Tayan, 2020). Managers control daily work and they are also the ones who control financial reports. They possess more details than shareholders. This brings about information asymmetry. Such an imbalance gives managers the ability to control financial statements to portray a more favourable view of organisational performance Larcker and Tayan, 2020). Corporate governance systems are established to alleviate these agency issues by checking the behaviour of managers. Besides, it harmonises the managerial incentives and the interests of the shareholders. This may be the performance-based remuneration, board oversight, and regulatory disclosure requirements (Gerged and Masli, 2025). However, failure to govern can still prevail where the monitoring mechanisms are weak. On the other hand, the organisational culture favours short-term financial success over ethical decision-making (Bukari, Agyemang and Bawuah, 2024).
At John Wood Group plc, the weaknesses in the governance were coupled with the lack of sufficient internal control systems, which enabled the publication of misleading financial statements in a series of reporting periods (Bukari, Agyemang and Bawuah, 2024). Later, the Financial Conduct Authority (FCA) found out that the company had on multiple occasions provided the market with inaccurate financial data, which resulted in regulatory fines and loss of reputation (FCA, 2026). The case illustrates that agency problems, in addition to the low levels of governance controls, can be the drivers of misreporting of earnings by publicly listed companies.
[bookmark: _Toc225455497]Analysis of the Earnings Management and Governance Issue
[bookmark: _Toc225455498]Description of the Accounting Misreporting Issue
Financial performance in a big company with many shareholders is quite significant to investors and market value (Al Astal et al., 2024). It is due to this that financial misreporting and earnings management are issues that bring issues to corporate governance. Earnings management occurs when managers manipulate financial outcomes by employing accounting techniques (Abraham and Kumar, 2025). In the past, managers employed the techniques of modifying estimates, altering revenue and accruals to manage earnings (Bansal, 2023). Such activities may present an incorrect financial status. This diminishes the transparency as well as the confidence of the investors in the market. Issues in the case of John Wood Group plc were identified in financial reporting (Al Astal et al., 2024). These issues were associated with poor internal controls and poor auditing systems. An internal control audit and a regulatory audit revealed that there were problems with the quality of financial reporting. The company gave improper financial reporting and financial performance in several reporting periods (FCA, 2026). Regulatory observations reveal that the financial reporting falseness of the financial status and the operational performance of the company were misrepresented to the investors and other stakeholders (Accountancy Daily, 2026). The UK financial regulator fined the company 13 million pounds after media reports that the company had misreported material financial information (Daniel, 2026). These accounting anomalies prompted financial reporting audits and internal investigations. Financial reporting or control system irregularities prompt management or regulator internal reviews (Bhattacharya and Mickovic, 2024). Investigations typically examine accounting policies, internal financial records, and internal auditing procedures. Wood Group conducted internal reviews to determine why its financial disclosures were inaccurate and find reporting errors (Wood, 2025).
Financial restatements often result from earnings management or reporting errors (Al Astal et al., 2024). Restatements are issued for published financial statement errors or misrepresentations. Ahmad et al. (2023) found that restatements indicate governance issues because initial financial reports did not meet accounting standards. Large company financial statement corrections can have serious consequences because investors use them to evaluate corporate performance and invest (Constantatos, Merika and Merika, 2025). The misrepresentation of Wood Group's data shows multinational corporations' poor internal controls (Gerged and Masli, 2025). Proper accounting records, financial reporting standards, and early abnormality detection require in-house controls (Al Astal et al., 2024). Failure of these mechanisms increases accounting misstatements. Financial institutions and corporate reporting literature suggest earnings manipulation and misrepresentation in weak internal controls (Abubakar et al., 2025). Technology and analysis are making accounting anomalies and fraudulent financial reporting easier to detect, complicating financial monitoring systems (Benyasrisawat and Ounlert, 2026). 
The Wood Group case shows that poor financial reporting and internal controls can harm publicly traded companies' governance. Earnings management can distort financial metrics, deceive investors, and reduce corporate disclosure (Qalati, Siddiqui and Wu, 2024). Market integrity and investor protection from misleading financial information require regulation.
[bookmark: _Toc225455499]Governance Failures Behind the Problem
Management decisions benefit shareholders and other stakeholders through corporate governance (Al Astal et al., 2024). Internal controls, audit committees, and boards of directors prevent opportunistic management and financial misreporting (Mallin, 2019). When these mechanisms fail, and inaccurate financial reporting or earnings manipulations are found, governance failure may occur. Saker-Clark (2026) found that financial reporting failures indicate poor board oversight as a governance issue. Directors must oversee management performance and ensure financial disclosures reflect the company's economic performance (Plouhinec, 2026). UK corporate governance frameworks require the board to oversee and account for shareholder interests, per Turner (2024). Weak board monitoring may limit the board's ability to detect financial fraud or question management accounting (Boulhaga et al., 2022).
Financially inexperienced boards that don't review management's financial reports can weaken governance. A weak monitoring system increases earnings management because managers use the information gap between them and shareholders, according to Rahman et al. (2026). Boards may overlook inaccurate reporting for several reporting periods if they don't question accounting estimates or financial assumptions (Daniel, 2026). Bad internal control is another governance issue. Internal control systems verify financial reporting through financial monitoring, audit, and risk management as per Rahman et al. (2026). Poor internal controls can cause financial misstatements, delayed reporting, and inaccurate accounting (Wilson, 2025). Corporate governance systems emphasise strong internal controls to reduce financial reporting risks.
Empirical studies show that effective internal control systems reduce earnings manipulation risks and improve financial reporting. Ineizeh et al. (2025) find that transparency and independent audit committees reduce discretionary managers' financial reporting. Good governance and internal control structures reduce financial misrepresentation and increase corporate accountability, according to Boulhaga et al. (2022). The audit committee finds financial irregularities. Audit committees review audit findings, manage financial reporting, and enforce accounting standards (Turner, 2024). Audit committee incompetence may lead to financial misreporting that goes unnoticed until regulators act. Corporate accounting scandals often involve audit oversight failures because anomalies may go undetected during regular audits, according to Everard and St. Pierre (2021).
Managerial incentives affect earnings management. To meet earnings targets, maintain investor trust, or receive performance bonuses, managers can manipulate financial reports (Mlawu, Matenda and Sibanda, 2025). According to earnings management research, executives are under pressure to report positive financial performance, especially in publicly traded companies with varying share prices and investor views (Alharasis, 2025). Under pressure, managers may overstate financial performance through aggressive accounting. Sustainability reporting and ESG pressures may also affect financial disclosure. Companies can report good performance to impress stakeholders and investors (Alahdal et al., 2025). Management incentives, corporate governance, and financial reporting are interconnected. Wood Group found that governance, internal control, and managerial incentives can lead to inaccurate financial reporting. Ineffective boards, audit committees, and internal controls increase financial misreporting (Qalati, Siddiqui and Wu, 2024). These governance issues lower investor confidence and raise global concerns about corporate governance systems' ability to deter earnings management in large listed companies.
[bookmark: _Toc225455500]Ethical Evaluation Using Stakeholder Theory
[bookmark: _Toc225455501]Stakeholder Theory Overview
The ethical theory of stakeholder theory helps evaluate corporate behaviour and governance. The stakeholder theory holds that organisations have ethical obligations to a large pool of stakeholders who are influenced by corporate operations, contrary to shareholder-oriented views (Awa, Etim and Ogbonda, 2024). These stakeholders include shareholders, employees, customers, suppliers, regulators, and the community. It holds that companies must benefit all stakeholders, not just shareholders. According to DesJardine, Zhang, and Shi (2022), stakeholder theory states that corporate decision-making must balance stakeholder interests to ensure sustainability. 
Financial and operational transparency, accountability, and ethics are ensured by stakeholder-based governance. The firm's financial reporting is legitimate and does not deceive investors and other stakeholders under ethical corporate governance. Esposito et al. (2024) argue that as long as corporations have trustworthy relationships with their stakeholders, financial disclosures should be transparent to help stakeholders evaluate an organisation's performance and make economic decisions. Thus, financial reporting errors or earnings management violate the accounting standard and question organisations' ethical obligations to stakeholders (Daniel, 2026). 
Stakeholder consideration is more important in modern governance structures due to increased corporate social responsibility, sustainability reporting, and ethical conduct expectations (Arian, Sands and Tooley, 2023). Thus, corporate governance systems ensure that leaders are accountable and consider social impacts (Arian, Sands and Tooley, 2023). Under this view, financial reporting integrity is ethically required, not regulatory.
[bookmark: _Toc225455502]Ethical Issues in the Wood Group Case
When analysed using stakeholder theory, John Wood Group plc's financial reporting issues raise ethical concerns. Publishing misleading financial statements gives stakeholders false information about the company's financial performance and risk profile, which may violate ethical standards. The company received fines and more regulatory attention from the Financial Conduct Authority for dishonest financial disclosures in several reporting periods (FCA, 2026). These practices erode stakeholder trust in corporate financial disclosures.
Investors and others use accurate financial reporting to make decisions, so inaccurate reporting poses ethical risks. Bhattacharya and Mickovic (2024) say accounting misrepresentation divides managers and stakeholders, with managers controlling financial information and stakeholders using published reports. Financial reports that mislead stakeholders cost companies money and reputation. Wood Group values open corporate reporting. Transparency gives stakeholders timely and relevant information on the company's operations and finances (Abubakar et al., 2025). Collins (2025) states that clear financial reporting prevents market disruption and corporate fraud. Organisations that provide false financial data undermine corporate governance and financial market confidence (Awa, Etim and Ogbonda, 2024).
Leadership's impact on corporate behaviour is another ethical issue. Organisations need ethical leadership to report financials with integrity and accountability (Esposito et al., 2024). If leadership does not prioritise ethical decision-making, governance failure and financial misreporting are likely (Awa, Etim and Ogbonda, 2024). According to Plouhinec (2026), recent corporate governance models emphasise ethical leadership as a way to ensure responsible organisational behaviour.
[bookmark: _Toc225455503]Ethical Decision-Making Failures
Governance issues in the Wood Group case may indicate ethical decision-making failure. Corporation leaders and managers must ensure financial reporting practices are ethical and regulated (Esposito et al., 2024). When managers prioritise short-term profits over transparency and accountability, earnings management and false financial reporting increase (Abraham and Kumar, 2025).  Management is responsible for corporate ethics. Accounting policies and financial disclosures can be manipulated by managers with low interpersonal ethical control, according to earnings management research (Mlawu, Matenda and Sibanda, 2025). This is unethical because David et al. (2026) say managers should ensure financial statements reflect company performance. Financial misreporting is also affected by corporate ethics. Corporate culture impacts transparency, accountability, and compliance (Esposito et al., 2024). Qalati, Siddiqui, and Wu (2024) say ethical workplaces promote responsible decision-making and discourage manager opportunism. In contrast, weak ethical cultures allow financial manipulation without internal opposition.  Bansal (2023) found that governance accountability mechanisms ensure that boards, audit committees, and regulatory bodies control managers to reduce such failures. However, governance structures that fail to hold management accountable for financial reporting decisions may perpetuate ethical failures in organisations. According to David et al. (2026), recent governance discussions emphasise the need to extend shareholder ethics to other societal interests.
[bookmark: _Toc225455504]Ethical Governance Could Have Prevented the Problem
As regulators noted, Wood Group's financial reporting issues may have been avoided with stronger ethical governance. Ethical governance emphasises leadership integrity, organisational transparency, and stakeholder responsibility to mitigate corporate misconduct. Moral leadership helps managers prioritise long-term sustainability over short-term profits (Bukari, Agyemang and Bawuah, 2024). Better organisational whistleblowing may prevent. Financial misconduct can be reported anonymously by employees and stakeholders. Whistleblowing reveals financial irregularities and improves accountability. According to Benyasrisawat and Ounlert (2026), advanced monitoring and internal reporting systems reduce financial reporting risk and fraud. Another important factor is creating open reporting cultures in organisations. Ethical governance systems emphasise that organisations must be honest and transparent in their financial disclosures to maintain stakeholder trust. According to Manani and R. (2025), corporate governance reforms have prioritised transparency and responsible reporting to prevent earnings manipulation. Finally, the Wood Group situation's moral issues demonstrate the need for stakeholder-oriented governance in corporate decision-making. Companies that prioritise ethical leadership, transparency, and accountability have fewer financial misreporting and governance issues. Therefore, ethical governance structures must be implemented to protect stakeholders' interests and maintain financial market trust.
[bookmark: _Toc225455505]Impact on Stakeholders and the Market
Corporate governance failure and financial misreporting can harm stakeholders and the financial market. Alahdal et al. (2025) found that inaccurate financial disclosures damage stakeholder trust, corporate reputation, and financial stability. Stakeholder theory states that companies should consider the interests of shareholders, employees, customers, regulators, and society (Suck, Morshed and Koll, 2023). Thus, John Wood Group plc's financial reporting issues affected multiple stakeholders and the company's market perception.
[bookmark: _Toc225455506]Shareholders
Shareholders are normally the most impacted by financial misreporting (Saker-Clark, 2026). Financial statements help investors to analyse companies and invest. The shareholders lose confidence when they get fake financial reports (Everard and St. Pierre, 2021). Since reputational losses can be seen in falling stock returns and market value, corporate image is the most important factor in investor trust (Hasan, Taylor and Richardson, 2024). The discovery of regulatory rules on false financial reporting statements in Wood Group caused negative media coverage and investor doubt about the company's financial reporting (Saker-Clark, 2026). Due to uncertainty over corporate governance and report accuracy, investors may liquidate their interests, causing shareholders to lose. Governance scandals cause market reactions that raise share prices and lower investor confidence (Benyasrisawat and Ounlert, 2026).
[bookmark: _Toc225455507]Employees
Employees are also affected by governance and financial instability (Saker-Clark, 2026)\. Financial reporting controversies may cast doubt on the company's future performance, job security, and stability (Saker-Clark, 2026). According to Wilson (2025), operational derailments can be brought about by the issue of governance and internal controls and reduce the morale and productivity of employees. Companies penalised by regulators or tarnished in reputation may downsize and reorganise, making employees more nervous (Everard and St. Pierre, 2021).
[bookmark: _Toc225455508]Customers and Business Partners
Corporate reputation also influences customer and business partner trust. Financial reporting scandals may damage supplier, contractor, and business partnerships (Abraham and Kumar, 2025). Partners may be wary of signing new contracts with firms with governance issues due to the risk of false financial statement reporting on the business's financial stability and sustainability. Therefore, stakeholder trust is crucial in business relationships, especially in industrial settings with long-term projects.
[bookmark: _Toc225455509]Regulators and Financial Markets
Financial misreporting is also in the focus of regulations. Regulations defend the investors against fraudulent reporting in companies and guarantee transparency. The Financial Conduct Authority imposed fines on Wood Group because it prepared misleading financial statements in multiple reporting periods (FCA, 2026). These enforcements are examples of market regulation safeguarding market integrity.
[bookmark: _Toc225455510]Long-Term Performance
In the long run, governance failure can negatively affect performance in organisations. The reputation damage may decrease investor confidence and restrict the potential of the company to get new investments (Abraham and Kumar, 2025). Strong governance structures enhance the value and performance of the firms in the long run because they enhance their transparency and accountability (Constantatos, Merika and Merika, 2025). However, governance failures may ultimately hurt market competitiveness and organisational resilience (Abraham and Kumar, 2025).


Table 2: Stakeholder Impact of the Wood Group Governance Failure
	Stakeholder Group
	Role in the Organisation
	Impact of Financial Misreporting
	Short-Term Consequences
	Long-Term Implications

	Shareholders
	Capital providers
	Declining investor confidence
	Share price volatility
	Reduced firm valuation

	Employees
	Operational workforce
	Organisational uncertainty
	Job insecurity concerns
	Lower morale

	Customers
	Service recipients
	Reduced trust in the company
	Contract hesitation
	Relationship risk

	Business partners
	Project collaborators
	Concerns over reliability
	Business caution
	Partnership reevaluation

	Regulators
	Market oversight
	Financial investigation
	FCA penalty
	Increased compliance monitoring

	Financial market
	Investment ecosystem
	Reduced credibility
	Market scrutiny
	Governance reforms


Source: Saker-Clark (2026); Reuters (2026); Hasan, Taylor and Richardson (2024); Awa, Etim and Ogbonda (2024).
The Wood Group case shows that poor financial reporting and governance can affect multiple stakeholders and harm an organisation's image and market results.
[bookmark: _Toc225455511]Actions Taken by the Company and Regulators and Recommendations
[bookmark: _Toc225455512]Actions Taken by the Company and Regulators 
[bookmark: _Toc225455513]Company Actions
After discovering financial reporting fraud, John Wood Group plc took several steps to restore trust in its governance and reporting. The company conducted an internal audit of its accounting and financial reporting systems to determine why reports were inaccurate and improve internal control (Wood, 2025). Internal investigations are also needed in cases of adverse financial reporting anomalies to assess governance vulnerabilities and improve reporting procedures (Collins, 2025). To prevent future governance issues, firms with governance failures often improve board supervision and financial monitoring (Gerged and Masli, 2025). 
Corporate governance reforms can include leadership or management changes to improve accountability and stakeholder confidence. When organisations experience serious governance failures, Plouhinec (2026) suggests governance restructuring and leader accountability to demonstrate ethical and transparent firm practises.
[bookmark: _Toc225455514]Regulatory Actions
Corporate governance variances are also corrected by regulators. For Wood Group, the UK Financial Reporting Board investigated the company's financial reporting methods and found that it had presented false financial statements for multiple reporting periods (FCA, 2026). Thus, the regulator fined the company and increased financial reporting rule scrutiny. The regulatory enforcement measures protect investors, increase market transparency, and deter corporate wrongdoing (Benyasrisawat and Ounlert, 2026). These studies demonstrate the importance of regulatory control in financial market accountability.
[bookmark: _Toc225455515]Recommendations for Improving Corporate Governance 
[bookmark: _Toc225455516]Enhancing Board Oversight 
The need is to improve the oversight of the Board that will facilitate the risks that may affect the performance of a firm. Board oversight and monitoring are two of the best options to ensure the mitigation of financial misreporting risks (Saker-Clark, 2026). Ineizeh et al. (2025) found that corporate governance studies underscore the need to have independent directors who are capable of making independent decisions regarding management and offering an objective financial review. Effective governance can be increased by increasing the number of independent board members and an increase in board expertise in financial reporting (Rahman et al., 2026).
[bookmark: _Toc225455517]Enhancing Financial Transparency
Enhancement of financial disclosures transparency will also be important in avoiding earnings management and false financial reporting. Transparent reporting means the companies will report on accurate and timely financial information that is representative of the actual economic performance of the company (Ineizeh et al., 2025). Effective disclosure practices will assist investors and other regulators in assessing corporate performance at a more precise level (Wilson, 2025).
[bookmark: _Toc225455518]Improving Internal Control Systems
Effective internal control systems are very important in the establishment of dependable financial reporting. Organisations ought to enhance internal audit processes, risk management systems, and financial control systems to identify abnormalities early in the process (Al Astal et al., 2024). Strong internal control environments will greatly lower the chances of accounting failures and financial misstatements.
[bookmark: _Toc225455519]Stakeholder Engagement
Engagement and communication with the stakeholders should also be highlighted in the corporate governance structure. The good relationship with stakeholders enhances the transparency and accountability of the organisation and helps in ensuring the sustainability of the corporation in the long term (Awa, Etim and Ogbonda, 2024).
[bookmark: _Toc225455520]Ethical Corporate Culture
Organisations ought to advance ethical corporate cultures by training governance, ethical leadership programmes, and whistleblowers. Ethical organisational cultures promote good managerial conduct and do not support financial reporting fraud or misleading statements (Manani and P.S., 2025).
[bookmark: _Toc225455521]Conclusion
John Wood Group plc case illustrates that the flaws of the corporate governance system and financial reporting system may have considerable organisational and market impacts. Regulators discovered that there have been misleading financial statements and false financial disclosures over multiple periods. Consequently, it demonstrated major flaws in internal controls and governance oversight. These collapses present an example of a tight connection between the practice of earnings management and poor governance systems that are practiced by publicly listed companies. Another finding of the analysis of the case is that the effect of governance failures may be large-scale and may affect many stakeholders such as shareholders, employees, customers, and regulators. Organisational stability and long-term competitiveness may be eroded by reputational damage, erosion of investor confidence and regulatory scrutiny. Finally, the case of the Wood Group highlights the need to have sound systems of governance, good ethics in leadership and good financial reporting. Accountability and transparency in decision-making processes should be a top priority of organisations to ensure the interests of stakeholders. The governance framework and ethical corporate cultures are needed to be imperative in avoiding the occurrence of financial reporting issues in the future.
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