ETHICS – EXAMPLE 7


Ribby Ltd is considering selling its subsidiary, Hall Ltd. Just prior to the year end, Hall sold stock to Ribby at a price of £6 million. The carrying value of the stock in the financial records of Hall was £2 million. The cash was received before the year end, and as a result the bank overdraft of Hall was virtually eliminated at 31 May 2008. After the year end the transaction was reversed and it was agreed that this type of transaction would be carried out again when the interim financial statements were produced for Hall, if the company had not been sold by that date.

Required:
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Discuss how the manipulation of financial statements by company accountants is inconsistent with their responsibilities as members of the accounting profession setting out the distinguishing features of a profession and the privileges that society gives to a profession. 
