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Ted Baker
0 Introduction
As the capital market gradually getting matured and improved, the risks faced by every industries have been constantly on a rise as well. The listed companies, though having strong comprehensive power, accounting scandals are not rare to be seen due to some defects of internal control system and the imperfect audit supervision system. Therefore, it becomes one of the key issues to be solved about how to prevent and punish the happening of accounting scandals in the business world in today’s era. 

This paper can be divided into four sections. Firstly, it’s the background information, where a brief introduction of Ted Baker, the fashion brand, and the outlook of the accounting scandal are provided. Then, the meaning of the term “earnings management” is discussed and the incentives and pressures that may lead to the problem, when a company is listed on the capital market, are also mentioned, with specific reference to Ted Baker. In the second section, this paper talks about the responsibilities, ethic issues as well as punishments to prevent this from happening again. Next, the role of the UK corporate governance structure in constraining earnings management is under discussion. Moreover, some recommendations are given as to how this structure could be improved in the future. Lastly, a conclusion about this paper is given. 

1. Background Information
1.1 Brief introduction of Ted Baker
Ted Baker PLC is a British luxury clothing retail enterprise, known for suits, shirts and dresses with quirky details. It was founded in Glasgow in 1988 by Ray Kelvin, who was just a schoolboy at that time, working in a menswear shop owned by his uncle. Not long after founding, the company expanded gradually through the early 1990s, adding some new stores all the time. In the mid-90s, Ted Baker launched of a series of iconic shirts with the icon of “acid house” that became a hit with immense popularity, with queues stretching outside the company’s stores and down the street. By 1997, Ted Baker’s revenues reached the amount of £14 million and Ray Kelvin decided to take the company onto the London Stock Exchange. Today, the company is getting a more extensive product range, covering menswear, womenswear, fragrance, watches, luggage and many other areas. Its stores are located all around the world. According to its annual report in 2019, the relatively low number of their own stores and higher number of concession locations allows Ted Baker to maintain a flexible store business model. 

1.2 Overstatement——the Accounting Scandal
In December 2019, it was revealed that the famous fashion brand Ted Baker’s earnings had been overstated by a huge amount. In January 2020, it was stated that the severity of its overstatement was at least twice the original value, which caused a steady stream of bad news over the past year and the stock price of Ted Baker fell as much as 10%. In this case, Ted Baker presented a typical example of an enterprise that created their own crisis and exacerbated the damage by handling it poorly. 

According to Ted Baker, the company’s value of stock on its balance sheet was overstated by £58 million as at January 26, 2019, the number of which was more than double its preliminary estimate of up to £25 million. The overstatement was disclosed in December, just weeks after the company appointed Rachel Osborne as its new finance officer. She was named Acting Chief Executive Officer later that month after the exit of Lindsay Page. As a result, Ted Baker hired famous international accounting firm Deloitte in December to investigate into the company’s accounts.

Right after the investigation and information about the scandal getting released, Ted Baker’s share price immediately dropped nearly 10%. However, Ted Baker didn’t provide more explanations for its accounting overstatement, the problem of which obviously brought the company into a more troubling situation. Till the end of January. 2020, Ted Baker’s market capitalization had shrunk by more than 75% from the beginning of 2019, and it fell by about 90% compared with its peak amount in 2015. Furthermore, the fall in the share price also led to Ray Kelvin, the founder and former Chief Executive Officer of Ted Baker, seeing his personal fortune shrink by millions of pounds. What was even worse was that Ted Baker’s sales and earnings also kept deteriorating. In December, 2019, Ted Baker released its fourth profit warning for 2019, that it would be half the 23 million pounds’ profit it made in October of that year. The four profit warnings in just one year were also the first time for the company in 20 years’ running, and all of these started after the slowing of Ted Baker’s earnings growth in recent years and after its founder Ray Kelvin stepped down in the wake of the “Hug Gate” scandal. In October, 2019, Ted Baker’s debt reached 130 million pounds.

To put it simply, it was a significant overstatement of inventory. Ted Baker had a low rate of return on capital and a mid-single digit growth rate from self-funding. Its management panel chose to increase its growth rate by using significant amounts of leased capital and more recently used debt capital. This practice continued for a long time, but eventually Ted Baker entered a market characterized by heavy discounting, which made it impossible to afford excessive lease and debt liabilities. The firm had no choice but to suspend its dividends and raise additional low-risk equity through a share increase, issuing new shares at the lowest possible price, thereby significantly diluting the holdings of existing shareholders.

1.3 Earnings Management
To accounting research, there is an issue that is that managers alter the reported earnings for their own benefits. According to Schipper (1989), the former president of the American Accounting Association, earnings refers to the controlling of the external financial reporting process with a strong purpose for some private gains; the minimal extension of this definition is to include the “actual” earnings management, such as altering reported earnings by planning for the piloting of investment and financing actions to occur. According to Healy et al.(1999), the American accounting scholars, earnings management is the use of professional judgment by corporate management in preparing financial reports and planning transactions to change the financial reports with the intention of misleading shareholders’ decisions, who base their decisions on the company’s operating performances or influencing the outcome of contracts that are based on accounting reporting figures.

[bookmark: OLE_LINK3][bookmark: OLE_LINK4][bookmark: OLE_LINK1][bookmark: OLE_LINK2]Earnings management is of great importance in not only accounting research but also to the practitioners, and the discussions of it has gaining more and more popularity in the business world (Myers& Skinner, 1998). Earnings management may share much fraud, hiding deteriorating performances. Most of the evidence of earnings management depends on the company’s performance, that is, when a company’s performance is either abnormally good or unusually poor, earnings management is more likely to be present (Beneish, 2001). Companies reporting small losses are not predicted to be performing earnings management in a particular direction. In addition, the avoidance of losses is a directional forecast: managers use discretionary accruals to increase their earnings to report small margins (Dechow, Richardson& Tuna, 2003).

The earnings management of Ted Baker is the process of choosing accounting methods, arranging the occurrences and timing of transactions, and changing accounting estimates and accounting policies for the maximization its own interests and corporate’s value,  which results in the changes in its own operating results and financial position. Also, it is the process of accounting choices and judgments made by corporate management to construct transactions and financial reports in order to mislead other users (customers, employees, suppliers and partners, shareholders, society) (Friedman & Miles2006) of accounting information about corporate operating performance or to influence the results of those contracts based on accounting data, and is the process of making accounting choices and judgments to change financial reports. The ultimate purpose of Ted Baker’s earnings management is to maximize the firm’s own utility.

1.4 Incentives and Pressures
Most of these cases concern accounting irregularities that enabled firms to vastly overstate their earnings. Such scandals often emerge during economic downturns (Becht, Bolton& Roell, 2005). The board of directors is an internal control mechanism intended to take decisions on behalf of the shareholders and to ensure that management behavior is consistent with owners’ interests (Li et al,. 2008). There are several incentives for business managers to report smooth and consistent increases in their quarterly Earnings Per Share (EPS) (Myers& Skinner, 1998). First, managers may hold the belief that people or other parties join the market as participants rely on a simple trial-and-error approach to evaluating management performance. As a result, managers would believe that investors will rate the company higher if the company’s EPS continues to grow, rather than showing the same economic performance while reporting an increase or decrease in EPS. In other words, managers may believe that investors themselves value the so called smoothness. The structure of managers’ compensation packages may further increase their incentives to maintain the company’s EPS growth in order to avoid negative earnings surprises and maintain the company’s share price level. 

2 More About Ted Baker’s Scandal
For Ted Baker, the year 2019 seemed very terrifying. In February 2019, it appeared the first sign of trouble, when Ted Baker lowered its expectations to Financial Year 2019, including a 5 million pounds write down on clothing stock value. From a grand perspective, it may not be that serious. However, later that year, in June, there was the first announcement of more serious problems. It announced that trading conditions had been “extremely difficult”. Nevertheless, at that time revenues were over the prior year and the pre-tax profits were expected to be about 50 million pounds, which was 10 million pounds down on 2019 and 20 million pounds on 2018. In October 2019, it announced an unexpected loss and a dividend cut of more that 20%. The market price declined some 30%, taking the total decline to 70%. Then, it is December 2019, right after Ted Baker had its new CFO, it announced that the clothing stock on the balance sheet got overvalued by as much as 25 million pounds. So, to fully understand the falling and the revealing of Ted Baker’s scandal, some key questions should be answered. Who are responsible for the scandal? What ethic issues arise from such failures? And what punishments were taken to prevent this from happening again. 

First and foremost, there are four tables, in which Ted Baker’s data from 2015 to 2020 are presented. 

	
	2020-01-25
	2019-01-26
	2018-01-27
	2017-01-28
	2016-01-30
	2015-01-31

	Diluted EPS(£)
	-1.26
	0.91
	0.81
	0.99
	1.05
	1.18

	Revenue(£’0,000)
	63,048
	61,744
	38,756
	45,617
	53,099
	59,167

	Net Profit(£’0,000)
	-7,042
	4,073
	3,585
	4,423
	4,657
	5,274

	Net Income Attributed to Shareholders(£’0,000)
	-7,042
	4,073
	3,585
	4,423
	4,657
	5,274

	[bookmark: OLE_LINK9][bookmark: OLE_LINK10]Net Assets Per Share(£)
	2.12
	5.49
	5.03
	4.72
	3.87
	3.15

	Cash Flow Per Share(£)
	0.55
	-0.39
	-0.51
	-0.27
	-0.13
	-0.23

	Sales Per Share(£)
	9.00
	13.85
	8.70
	10.24
	11.92
	13.28


Table 1
The date presented in Table1 are from the annual reports of Ted Baker from the year 2015 to 2020. 

	
	2020-01-25
	2019-01-26
	2018-01-27
	2017-01-28
	2016-01-30
	2015-01-31

	Operating Revenue(£’0,000)
	63,048
	61,744
	38,756
	45,617
	53,099
	59,167

	Operating Cost(£’0,000)
	27,972
	23,524
	15,236
	18,315
	20,726
	23,087

	Operating Gross Margin(£’0,000)
	35,076
	38,221
	23,521
	27,302
	32,373
	36,081

	Marketing, Selling& Management Costs (£’0,000)
	33,436
	31,796
	19,562
	22,720
	27,381
	30,748

	Other Operating Costs(£’0,000)
	7,859
	974.00
	-1,017
	-1,354
	-1,258
	-1,740

	Total Operating Costs(£’0,000)
	43,062
	33,135
	18,644
	21,436
	26,246
	29,202

	Operating Margin(£’0,000)
	-6,219
	5,450
	4,976
	5,936
	6,250
	7,073


Table2
The date presented in Table2 are from the annual reports of Ted Baker from the year 2015 to 2020. 

	
	2020-01-25
	2019-01-26
	2018-01-27
	2017-01-28
	2016-01-30
	2015-01-31

	Total Cash(£’0,000)
	5,291
	1,465
	1,671
	2,140
	1,329
	738.00

	Cash and Cash Equivalents(£’0,000)
	5,291
	1,465
	1,671
	2,140
	1,329
	738.00

	Accounts Receivable(£’0,000)
	5,519
	5,659
	4,531
	4,411
	3,189
	2,650

	Inventory(£’0,000)
	13,166
	22,585
	18,723
	15,850
	12,532
	11,111

	Advance Payment(£’0,000)
	1,889
	2,227
	1,963
	1,579
	1,798
	1,105

	Total Current Assets(£’0,000)
	25,885
	31,969
	26,936
	24,877
	19,133
	15,959


Table3
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	2020-01-25
	2019-01-26
	2018-01-27
	2017-01-28
	2016-01-30
	2015-01-31

	Net Cash Flows from Operating Activities(£’0,000)
	9,845
	6,323
	4,389
	5,277
	4,157
	3,041

	Cash Flows from Investing Activities(£’0,000)
	-3,175
	-4,827
	-3,581
	-4,335
	-8,919
	-2,521

	Capital Expenditures(£’0,000)
	-2,582
	-3,026
	-3,656
	-4,375
	-8,953
	-2,548

	Net Cash Flows from Fund-raising Activities(£’0,000)
	-2,570
	-3,278
	-2,998
	-2,291
	4,175
	-1,531

	Effect of Exchange Rate Fluctuations on Cash and Cash Equivalents(£’0,000)
	-274.00
	30.00
	-75.00
	139.00
	12.00
	6.00

	Net Increase of Cash and Cash Equivalents(£’0,000)
	3,826
	-1,751
	-2,266
	-1,210
	-575.00
	-1,006


Table4
The date presented in Table4 are from the annual reports of Ted Baker from the year 2015 to 2020. 

2.1 Responsibilities
Huge amount of debt and weak inventory management of Ted Baker are the key issues and what should be responsible for them are worth figuring out. Ted Baker’s debt situation to some extent led to these problems. It had a borrowing history of over the last decade. Therefore, it’s not difficult to understand that Ted Baker had had rapidly increasing debts, the number of which was zero in 2011 to 129 million pounds when making purchases. This kind of spiraling debt is bad for the reason that it is much possibly a sign that the company is fueling rapid growth by increasing debts, the phenomenon of which is indeed poisonous. 

Hiding debt and having rapid growth are both risks for an enterprise Buso, Marty& Tran, 2017). Ted Baker had been a fast-growing company in the past years. However, too much growth can be very dangerous for a company. From 2009 to 2018, especially from 2014 to 2018, Ted Baker presented a quite impressive rapid growth in terms of revenues, earnings, dividends as well as the lease-adjusted capital employed. It was said that Ted Baker’s specialty was to remain a consistent near 20% growth. In fact, high growth brings new elements into the company, such as new systems, new equipment and new teams, etc., and these elements may leave the company ignoring the foundations of the core business and attractions to their customers. All in all, Ted Baker’s poor management was to blame in its accounting scandal. 

The Board at that time should to a large extent be responsible for its overstatement scandal. Ted Baker’s Board was comprised of the Acting Chair, Chief Executive, Chief Financial Officer, a Senior Independent Director and two independent Non-Executive Directors. Ted Baker’s Board of Directors consist of four main parts: the Nomination Committee, Remuneration Committee, Audit &Risk Committee as well as the Executive Committee. Here’s some information about the members of the board at that time(Ted Baker’s annual report). Sharon Baylay was the non-executive director and acting chair; Rachel Osborne was the ACA and the Chief Executive Officer; David Wolffe was the Chief Financial Officer; Andrew Jennings, the Non-Executive Director. Andrew is the Chair of the Remuneration Committee. Andrew is also a member of the Audit & Risk Committee and Nomination Committee. Andrew is an Independent Director. Helena Feltham acted as Non-Executive Director. Ray Kelvin. Ray resigned on March 4th, 2019, having held the position throughout the business’ growth to the global lifestyle brand that it is today. Ray’s decision to resign was to ensure the Group could continue to succeed under new leadership.

2.2 Ethic Issues Arise from the Failures
In its annual reports, Ted Baker confidently held the claim, aiming at being committed to being open and honest in the way they do business, including doing the right thing by all of their stakeholders throughout the supply chain and operating in a fair and sustainable manner. However, their operation weren’t not in line with their words. They used external funding in the format of debt capital and leased capital, but the growth from these sources actually failed in comparison with the growth of retained earnings. And there were ethic issues arise from such failures. 

The scandal of Ted Baker was a typical manifestation of irresponsibility. For one side, there’s growing discontent of the public and the regulators and it has triggered a crisis of public trust. After Ted Baker’s accounting scandal, people get more likely to doubt the UK’s business ethics and social integrity, instead of trusting in the first place. For another, people are getting more and more aware of its importance, which is a good thing as a whole. 

Corporate integrity is the basis of social morality, once financial fraud behavior is revealed, it will cause the public to question the listed company, investors will lose confidence in the listed company and the market image is bad. The listed company's securities market loses its original value, and will also cause a heavy blow to the social economy, and even disrupt the social order, leading to social unrest. Strengthening the construction of corporate ethical awareness is the key to the elimination of such failures. No regulatory mechanism can prevent loopholes from forming and completely eliminate fraudulent behavior. It is also necessary to strengthen the moral construction of enterprises. Enterprises need to actively build a culture of integrity, form a good atmosphere of integrity within the enterprise, exert a subtle influence on management, improve their moral quality, and make managers consciously comply with the quality of integrity.

2.3 Punishments
As for the punishments, Ted baker got fined for over £3 million of its misconduct and became the centre of people’s criticism for a quite a long time. Moreover, it has become one of the infamous negative representatives. Today, accounting scandals are not rarely seen and are actually becoming quite perpetual. This kind of accounting scandal was not in line with the principles on which the capital market is reliant on, which are fairness, impartiality and openness. Furthermore, it seriously affected the healthy development of the securities market and brought huge losses to the country and shareholders. The investigations into Ted Baker’s accounting scandal put more emphasis on the importance of the governance within the firm, the requirements for better controls, practices and procedures as well as the involvement of the Board and its committees in best practices. The founder and Chief Executive Officer Ray Kelvin, who had been accused of harassing his employees, resigned. After the punishments, Ted Baker doesn’t have competitive edges. Although it may take years, there’s still good chance for Ted Baker to be repaired and re-energized. 

3 UK’s Corporate Governance Structure 
3.1 The Importance of Corporate Governance 
Before talking about the role that UK’s Corporate Governance Structure is playing in the business world, we should first be acknowledged of the concept of corporate governance. Corporate Governance is set for the purpose of facilitating effective, corporate and prudent management to achieve the long-term success of an enterprise (Page, 2009). According to Dahya et al., (2002), corporate governance is the system by which a company is directed and controlled. The Board of directors should hold the responsibilities for the governance of the companies (Baysinger & Butler, 1985). The role of shareholders in governance is to appoint the directors and the auditors, for the sake of satisfying themselves that proper governance structures are in place. The boards responsibilities should include setting the company’s strategic objectives, providing the leadership to implement them, overseeing the management of the business and reporting on its stewardship to shareholders. The actions of the board are subject to laws, regulations and the shareholders meetings. Corporate governance is therefore about what the board does and how it sets the value of the company. This is distinct from the day-to-day operational management of the company by a full-time executive.

3.2 UK’s Corporate Governance Structure
The United Kingdom was among the first batches that got the concept of companies Geroski & Gregg, 1997) (Conyon, 1994). And UK’s corporate governance has gone through a long process from the initial incubation to the development of maturity, where through the checks and balances between various powers, the interests of stakeholders are safeguarded and the scientific decision-making of the management is ensured and the enterprise get developed eventually. 

The United Kingdom has a well-developed and diversified shareholder market with a high level of equity liquidity (McColgan, 2001). Company shareholders are largely made up of institutional investors, financial institutions as well as individual investors. Individual investors generally hold only a small stake in a company and institutional investors hold a small stake in individual companies for risk mitigation and tax reasons, so there is a large diversification of shareholders in the UK(Short et al., 1999). And the institutional investors own about 80% of the UK stock market (Mallin, Mullineux &Wihlborg, 2005). 

It is well known that United Kingdom’s corporate governance structure shares much similarity with  that of the United States(Aguilera et al., 2006) but is different from those of mainland Europe and Japan (Hopt & Leyens, 2004). In the 1980s to 1990s, corporate governance of the United Kingdom is similar to Today’s United States, both are faced with huge trust crisis. The problem of creative accounting is rampant. A series of corporate governance issues such as corporate failures and continuous scandals, a surge in director compensation and short-term behaviorism have caused negative effects (Pass, 2004). This phase has become the peak period for the study of corporate governance issues in the UK, and various special committees have been established and released their research reports respectively.

The United Kingdom places the interests of shareholders prior to those of other corporate stakeholders, such as the employees and creditors (Armour et al., 2003). As for the basic characteristics of UK’s corporate governance structure, one of the main features of modern listed companies is the separation of ownership and management rights. Under this circumstance, it is necessary to establish a set of governance mechanisms commensurate with their characteristics in order to protect the rights and interests of investors and other important stakeholders(Charkham, 2008), including the establishment of shareholder meetings, boards of directors and other institutions and clarify their interactions and constraints(Laing&Weir, 1999). External audit and government supervision systems are established to ensure the healthy operation of the company.

3.2.1 Internal Governance
The internal governance is from the board. The board refers to the agent of the company’s shareholders, who has the real power to make major decisions and supervise the operation of the company (Weir, Laing & McKnight, 2003). According to the relevant provisions of the British company law, each public offering company should possess at least two members in the board, instead of at least one member in the board. According to the Company Law, the Board has a fiduciary duty to the company. The company itself has no physical form and cannot make decisions (Gevurtz, 2010). The Board must use its powers for the benefit of the company and must not abuse them; the Board’s personal interests must not contradict its responsibilities as agent of the company, i.e. not contradict the interests of the company as a whole. Furthermore, the fiduciary duties of the Board of Directors are owed to the company as a whole, and not to individual shareholders. The highest authority of the company is the general meeting of shareholders, so the shareholders of the company can pass general resolutions at the general meeting to approve various actions of the directors. meanwhile, such resolutions cannot infringe and deceive the interests of the minority shareholding, otherwise they are not legal(Eisenberg, 1989).

The General Meeting of Shareholders is the most important institution and occasion for the shareholders to fully exercise their rights as owners, not only to control and supervise the work of the directors, but also to approve and make major decisions (Slutsky, 1969). The other one is the Extraordinary General Meeting, which is convened in case the Annual General Meeting is required by law to be held every year.

3.2.2 External Governance
The capital market implies pressure from institutional investors. In the past three to four decades, institutional investors held more shares, replacing individual shareholders as the main power of the UK market(Liyan et al, 2015). The shift from an era of highly fragmented individual shareholding to an era of relatively concentrated institutional shareholding has provided the potential for institutional investors to participate in corporate governance. With the gradual growth of institutional investors, institutional investors in the same industry generally join together to form their own industry-based organizations, such as the Association of British Insurers, the Investment Management Association, and the Association of Trust and Investment Companies.

The adoption of internationally recognized accounting and auditing standards has helped to ensure a high level of transparency and disclosure in the UK corporate and financial sector. Building on the solid foundation set out by Cadbury (1992), corporate governance has been developed through a wide range of reports, including those by Greenbury, Hampel, Turnbull, Myners, Higgs and Smith. The revised Combined Code published in July 2003, continuedd this tradition by the establishment of a sound corporate governance framework that encourages institutional investors to actively develop active shareholding plans in companies in which they invest. The principles of corporate governance in the UK appear to be consistent with what the market means. The behaviour prescribed by these principles is consistent with the incentives for managers of quality companies, which do not seek to exploit information. It is not clear that the same principles are consistent with the market situation in the EU due to the different ownership structure and the narrower control of the role of owners and subsidiary banks.

3.3 Improvements to Be Made in the Future
The problem of financial fraud calls for greater concern of the accounting profession in recent years. And there’s much to be improved to help avoid the regularity of such accounting scandals.

First, further strengthen the responsibility of company management by tightly tying the disclosure responsibility of listed companies to the personal responsibility of their CEOs and CFOs, requiring them to guarantee the truthfulness and accuracy of the financial statements in their companies’ annual as well as quarterly reports by special affidavits, and holding them personally responsible for doing so.

Second, improve the corporate governance structure of the listed companies. U.S. corporate governance and its management code are thought to be the benchmark model, but a series of financial fraud scandals, such as the Enron scandal et al have taught us that any model considered to be the most scientific requires constant improvement as well. This is also the case with UK’s Corporate Governance Structure. Therefore, it is necessary to strengthen the corporate governance mechanism of listed companies, to establish a sound internal control system and maintain the internal checks and balances of the company.

Third, maintain the independence of the CPA audit. The essential characteristic of auditing is its independence. It can be said that there is no audit without independence. To maintain the independence of CPA audit, we should start from several aspects: improve the system construction of CPA, reduce and exclude the administrative intervention in the accounting market; maintain the independence of audit commission, cut off the interest relationship between auditors and audited companies, so that there will be no material practice between the two; implement the separation of audit and consulting business, prohibit the independent auditors of listed companies from providing audit-related non-audit service business to the company at the same time; establish audit committee; strengthen the integrity education of CPA and strengthen the integrity education of CPAs.

Fourth, the information disclosure of listed companies should be strengthened. The listed company is a highly separated enterprise organization, and the separation of ownership and management makes the information asymmetry between operators and investors inevitable. The information disclosure is the most practical way for investors to have a comprehensive understanding of the enterprise. Therefore, the breadth and depth of corporate information disclosure should be continuously strengthened, the timeliness should be improved, and the relevant requirements of information disclosure should be refined to reduce the possibility of using the defects of information disclosure system for financial fraud.

Fifth, increase the efforts to crack down on financial fraud. To effectively curb the financial fraud of listed companies, we can learn from the countermeasure of U.S. Government political accounting scandal and increase the efforts to combat such financial fraud. For example, legal system of financial fraud can be improved, so that financial fraudsters are promptly sanctioned by the law; raise the cost of financial fraud and violation behaviors. Only when the violation rises to an unacceptable level is it possible to curb the occurrence of the behavior; strengthen the criminal sanctions against financial fraud to give full play to the criminal deterrent effect of the law.

4 Conclusions
This paper dug into the accounting overstatement of the fashion brand Ted Baker in year 2019 and 2020. It can be known from the research that Ted Baker conducted the accounting scandal out of its own benefits, and it has had a huge impact on not only society as a whole, creating a crisis of public trust and but also on itself, making it generally assumed below the average brand. It was punished. Then, it discussed what is “earnings management” with specific relevance to Ted Baker, and the incentives and pressures within. To the next section, the role that United Kingdom’s corporate governance structure is playing was discussed, though being a model system, improvements still need to be made in the future. Five recommendations about the improvements can be made in the future were promoted, they were:  further strengthen the responsibility of company management; improve the corporate governance structure of the listed companies; maintain the independence of the CPA audit; strengthen the information disclosure of listed companies; increase the efforts to crack down on financial fraud.
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