

 


Introduction
The whole concept of ethical and ethics within the organisations and businesses intends to regulate the relationship within the organisation and out of it, considering potential relationships with investors, other business, suppliers and customers. However even though companies are encouraged to self-regulate using their code of conduct or their Corporate Social Responsibility policy, due to certain difficulties and situation created due to non-compliance with these internal rule create the need for the government to intervene by imposing laws and regulations in order to prevent future problems arising. Considering the unfortunate financial events that were triggered by the Lehman Brothers Investment Bank in America and that had a global financial impact, considered to be worse than the Great Depression it comes necessary for a degree of ethical effort to be put in when considering the impact false information or claims might have worldwide. (O'Brien, 2018) Financial bodies such as the Financial Conduct Authority (FCA) and the Financial Services Compensation Scheme (FSCS) are set up to intervene in case of financial misconduct. An explanation of their roles and responsibilities will be included in this dissertation. Another area of focus will be the International Accounting Standards (IAS) and the International Financial Reporting Standards, (IFRS) and their focus into making accounting responsible, prudent and ethical. In this research it is intended to outline why it is important to have an ethical behaviour in accounting first and foremost. The implementation of such behaviour comes to be vital to ensure a smooth run of the financial activities and this will be illustrated by analysing components and details from three of the most well-known accounting frauds in the last 11 years. The three chosen major accounting frauds include the Lehman Brothers investment bank case in 2008, the Tesco accounting scandal in 2014 in the UK and the most recent the Carillion accounting fraud in 2018. The detailed analysis in each of the cases would unable to see what went wrong in these companies that the accountants and the auditors did not pick upon, hence caused chaos, bankruptcy and helped worsen the financial crisis. Having completed the analysis on these financial cases it would allow us to better understand the need of taking an ethical approach as accountant to ensure future misconducts with such a huge impact to not happen. 
Literature review
As mentioned above there were three main events chosen to illustrate what might happen when accounting goes wrong. To start with, (Montgomery, 2018)in September 2008 the Lehman Brothers bank declared bankruptcy, even though just three months prior to being bankrupt the bank published its second-quarter successes of 2008. The bank’s collapse came as shock to the US and global economy being the largest bankruptcy filing in the US history and often being compared as being worse than the Great Depression, since it caused a shock to the market and many other financial institution suffered after the collapse of this institution, causing governments of USA, UK, Germany and Sweden to approve and emergency bill in order to save their financial institutions from collapsing as well as contacting the International Monetary Fund about any potential emergency loans that were needed to resolve the credit crunch and to pump money into the economy to keep it going. (Mathiason, 2008) 
The main issues that seems to have driven the bank into bankruptcy include constant lies told by the CEO of the bank, the negligence from Ernst & Young and concealment endorsed by the CFO of Lehman Brothers bank. Nevertheless the impact of a few on these individual has a severe reaction into the financial market and this was mainly to do with hiding and misinterpretation information that might have been vital to finding out the true state of the bank. (Ezrati, 2018)
Similarly in the case of the accounting fraud that happened to Tesco the main problem was that Tesco wanted to make things look healthier than they actually were within the company, hence they manipulated their numbers by increasing them. Yet again another aggressive accounting practice that ended in the company being called out and fined by £235 million by the Financial Conduct Authority and the Serious Fraud Office following the completion of the investigation about the accounting fraud. (Ruddick & Kollewe, 2017) What is interesting is that the company’s auditors, PwC did not detect an issue with the company’s profits, until Tesco discovered the overstatement of its figures in August 2014, when it subsequently asked Deloitte, another auditing firm, to carry out the investigation where it was found that Tesco’s profits were overstated for periods in 2014 and 2013. (Wearden, 2014) (ACCA, 2017)This event did damage Tesco’s reputation severely, but it continues to be the biggest supermarket in the UK. However it worth to note that Tesco’s market share has been in decline since 2012, when the total market share for Tesco was 30.9% and it is as of august 2018 at the figure of 27.4%. The main issue is not that Tesco overstated the profits and they must pay the fine. It is the fact that it is an ongoing financial problem that misleads and confuses the other stakeholders, which in case of bankruptcy might leave them emptyhanded. (Statista, 2018)
In 2018, it was another major British company that financially failed. Construction giant Carillion, collapses in the 15th of January, with an estimated cost on the taxpayers of £148 million. (BBC, 2018) Being a company that offered not only construction services, but also education, defence, transport and health, it managed to put 43,000 jobs at risk. According to Reuters, this came as the government was focused in outsourcing these services to private companies, such as Carillion, provided that they would spend less money by offering these jobs to the contractors. (Sandle & Merriman, 2018) The downside was that it pushed the company to the brink of financial risk and with a debt of 1.5 billion the government refused to bail the company out. (Wearden, 2018)
On the other hand the financial bodies and authorities intend to make these financial institutions and organisations to comply with the rules, regulations and accounting standards in order to be as transparent with their customers and to avoid future bankruptcy of the organisation. Some of the well-known financial bodies include the Financial Services Compensation Scheme (FSCS), Financial Conduct Authority (FCA) and the International Financial Reporting Standards, (IFRS).
The Financial Services Compensation Scheme (FSCS) is a financial body independent from the UK government and the other financial institutions. It intends to help the customers that have lost money from bankrupt banks and other investment institutions. This organisation is a mediator that can make a bank liable to pay what they owe to the customers in case financial services of the firm have failed. Up to now this institution has been able to recover nearly £20 billion for its customers that were owed from the 2008 credit crunch. (FSCS, 2019)
The Financial Conduct Authority (FCA) is the financial conduct regulator for more than 58,000 banks, organisations and other financial institutions in the UK. FCA is responsible for regulating the financial sector as it is a very fragile and critical one to everyone in the UK as it has a fundamental impact in all consumers and individuals. (FCA, 2018) This authority can intervene and investigate if they see that a bank or any other institutions might be affected by financial difficulties by protecting the customer, the financial markets and promoting effective competitiveness that is in the benefit of the customer. In the event the bank, the financial institution, or any other organisation is found guilty of financial misconduct FCA has the right to award them a fine, in order to ensure that the people affected by such events will be taken care of, for example making banks pay back the customers in case of a bank failure or giving a company a penalty fine, such as the fine given to Tesco Plc for their 2014 accounting fraud in our case, in order to ensure they do not repeat the same mistake again. Other companies fined by FCA include Bluefin Insurance Services, Merrill Lynch International, Deutsche Bank AG, Standard Chartered Bank, Goldman Sachs International, The Carphone Warehouse etc. 
The International Financial Reporting Standards, (IFRS) and IAS rules on the other hand is not for profit organisation, with the aim to serve the public interest. The organisations is privately organised and it was created to contribute in the development of the global financial markets and international economic activities. (IFRS, 2019)There are a total of 36 International Accounting Standards rules and 17 IFRS rules that are created to implement a correct use an interpretation of accounting policies in order to avoid future misconduct. (IAS, 2017)  However somehow companies tend to disregard these rules, in order to make the organisation look better than it actually is resulting in fake figures being added or pushed up, misconduct and negligence. (IFRS, 2019)
Considering all the fraud cases and the financial bodies that try to regulate it becomes clear that there is a need to ethical judgement to be put in when making certain accounting decisions. In order to highlight the need for better and prudent judgement when making accounting decisions secondary research will be conducted by using online articles and journals. This is necessary in order to evaluate in depth the situation in which each of the companies mentioned in this proposal were in and what were the main issues that lead them into liquidation. Secondary search will be also carried out in the official websites of FCA, IFRS, FSCS and IAS in order to clearly state which of the regulations were the above companies violating and what were the ways such violations could have been prevented. Considering a good part of problems from the above mentioned companies came due to negligence during auditing there will be a dedicated section on the values and importance of auditing according to the ACCA approved “Audit and Assurance” book (BPP, 2017) and the “International Financial Reporting” book. (Melville, 2015). These resources I have chosen will offer a very good insight in order to establish the need for ethical judgement at all time when dealing with financial duties. Not only because of the specific company the accountant, manager or auditor if working for, but because it is their fundamental responsibility to be prudent and ethical, because it does not affect only them, but any other customer or company that is related to them. Secondary research will also prove to be very useful when it comes to having access to specific data it would be hard to get if it was for conducting a primary research. For example Lehman Brothers bank does not operate anymore, hence the secondary research is the only way to get access to the right information and about the same can be said for Carillion. 
At the end if this research it is expected confirmation of ethical judgement being necessary and primary when making financial decisions regarding a company or a business. There is no room for aggressive accounting in today’s economy especially considering the impact that is has in everyone lives and that consumer’s savings, wages, pensions and jobs are at risk. The questions that I need to answer include what went wrong and how can it be fixed or changed. The research I intend to undertake will try to find the answers to these questions and will justify the necessity of an ethical judgement and will provide ways to resolve such issues and the recommendations that need to be taken into account. 
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