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Overview
The report aimed to investigate several concerns the Chief Operating Officer (CEO) raised surrounding the organization's accounting, auditing, and financial reporting procedures. There were concerns that the company's profits were being inflated, which gave a misleading view of the company's revenues, and that Special Purpose Vehicles were being used to conceal the company's debts.
 The problem
The report set out to answer three key questions:
· Has there been a failure in the accounting reporting procedures resulting in inflated revenues?
· Due to specific management theories being adopted, have the sanity checks been missed?
· How far up the management structure has this been perpetuated, and are more individuals involved? 
While conducting the complaint, further issues were identified than first thought. The findings concluded:
· Three senior executives colluded with the Securities and Exchange Commission (SEC), Credit Rating Agencies and Investment Banks to create a vehicle known as Special Purpose Vehicles (SPV), which allowed the company to use fraudulent accounting practices to inflate the company's revenues and hide its debts.

· The belief is that the company must be the best at everything and protect its reputation at all costs.
· The Board of Directors failed to fulfil its fiduciary duties towards the corporation's shareholders. Secondly, the executives were concerned only with greed and acting in their interests. The Board of Directors also failed to monitor or halt the abuse of power, and sometimes the Board chose to ignore problems and knowingly allowed executives to engage in 'high risk' practices.
· As a result of the Fraud, trust has been damaged within the markets and resulted in significant losses for the company. 
· The failure has been attributed to the unethical practices of the senior management team. 
· The Board of Directors did not have any oversight of the fraudulent management practices that prevented the Fraud from being detected earlier, which could have saved the company $679 billion in losses.
· The company should have been more honest about its financial condition.
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The report will investigate the management practices adopted by several administrative and functional areas. Significant issues have been raised concerning the accounting reporting procedures resulting in inaccurate and inflated figures being announced.
 It is alleged that Enron's Executives used fraudulent accounting practices to conceal toxic debts in its subsidiaries in conjunction with third parties, namely Credit Rating agencies, Investment banks, and The Securities and Exchange Commission (SEC). 
It helped to facilitate the Fraud, and the evidence suggests the deception was borne out of a negligent management practice (Petrick and Sherer, 2003).
The complaint will focus on three key objectives. The complaint will seek to determine if there has been a breach of the CEO's accounting process and procedures. One of the report's main aims will be to conduct an ethical assessment of the different management theories being adopted by executives to see if this has led to incorrect processes being followed and Fraud being committed.
· Has there been a failure in the accounting reporting procedures resulting in inflated revenues?
· Due to specific management theories being adopted, have the sanity checks been missed?
· How far up the management structure has this been perpetuated, and are more individuals involved? 
Reviewing the organization's accountabilities, the report will look at any failures of business ethics being adopted by the organization and question if ethics have been eroded within the company and resulted in complaints. Kant (1785) argues that moral decisions shouldn't be based on consequence but on what is right. However, Ward (2019) seeks to argue that Kant (1785) has underplayed the role of ethics and morality in business; in fact, it is more complex than Kant suggests. Ward (2019) purports to indicate that if morality and ethics are left unchecked, then it provides scope for greed and corruption to ensue



[bookmark: _Toc118726455]2.0 Main Findings
Following a rigorous complaint investigation, serious issues have been identified around the accounting, auditing, and corporate governance practices by several senior executives within the organization. The review found that top executives intentionally misled the financial regulator by implementing off-the-books accounting practices by using Special Purpose Vehicles (SPV) to hide the company's toxic assets and debts from its investors and creditors, thereby inflating its revenues.
In the findings, there has been a clear intention to commit Fraud and executives colluded with several third parties who, with their participation, enabled the Fraud and deception to take place on a massive scale. The complaint has identified that the deception has been in the organization for over a decade, and there appears to have been no sanity or quality checks which would have recognized the issues much earlier. Vinten, (2002) suggests that the individuals tasked with performing these checks turned a blind eye allowing the Fraud to go undetected for over ten years, and therefore shareholders lost out on profits to the tune of $679 billion. It's worth noting that Christopher (2016) refutes Vinton's (2002) analysis and suggests it's much deeper than this and believes the deception was many years in the making with a clear intention to defraud the companies' investors, and this was due in part to greed and a sheer amount of arrogance. 
[bookmark: _Toc118726456]2.1 Corporate Governance 
	
	Corporate Governance is defined as the framework by which companies are directed and controlled (eiris.org, 2005). Setting corporate objectives is crucial to an organization and monitoring the performance against these objectives. According to Salter (2008), poor corporate Governance can lead to issues such as corruption, negligence, Fraud, and accountability. Looking at the root cause of the complaint, the top executives, namely being the Chief Executive Officer (CEO) and the Chief Financial officer (CFO), have exercised poor corporate Governance, which has resulted in the organization losing over $697 billion and a clear intention to hide the losses from the appropriate authorities and depriving its shareholders of dividends.
	Observing how the losses have affected the company rather than just financial terms is essential. The top executives ensure the company performs to its full potential and makes as much profit as possible. This hasn't happened, and as a result, the projected growth has stagnated; there have been more complaints regarding the company's performance, and the amount of waste within the organization highlights the lack of control and strategic alignment (Dnes, 2005). 
	Reviewing the corporate governance position within the senior management team, senior executives are more concerned about perpetuating the fraudulent scheme to mislead the markets and protect their reputations at all costs rather than performing 'due diligence. One of the areas the complaint has reviewed is if the issues surrounding the false accounting and auditing practices adopted by senior management have affected the company's stock price. In October 2000, the organization's share price stood at $90 a share; however, at the end of 2001, the share price had reduced to $12. The performance of the senior management and accounting departments can be attributed to the company's share value loss, which is supported by a journal article (Tulgan, 2014).

[bookmark: _Toc118726457]2.2 The Role of the Manager
	Much is asked of the role of a manager within modern organizations, and an effective and successful manager must be able to undertake various duties. Over the last fifty years, the role of a manager has significantly changed. No longer is the role merely about managing people but having an in-depth understanding of human and organizational behaviour (Bevir, 2012). It is essential to understand that a business will have many managers with different management styles. Some will work positively and negatively within an organization. 
	There are undoubtedly immense pressures on management in the organization, from managing its employees to ensuring the company is making a profit and following the rules set by the regulator. Employees will be happy to work under a manager with a particular management style; conversely, they may feel too restricted and have no flexibility or creativity, thereby reducing their productivity (Cornford et al., 2005). From the evidence gathered as part of the complaint about the management practices, there was very much an Autocratic leadership system at Enron where all decisions were made by a single person, namely a top executive, with very little input from other individuals. For the Fraud to be perpetuated, few individuals would have needed to know any of the information. The evidence clearly shows that the relevant regulations were not followed. Senior managers breached the rules and orchestrated a vehicle where the companies' losses could be hidden and colluded with other individuals to perpetuate the scheme (Nigam, 2022).

[bookmark: _Toc118726458]2.3 Challenges to Management
	There are several challenges within any organization that managers must deal with and overcome. Fayol (1916) states that there are five functions of management Planning, Organising, Coordinating, Commanding and Controlling. Although these functions are ley to a manager and still relevant today in terms of what duties a manager should perform, Clarke and Demirag (2002) believe these functions are slightly antiquated in today's fast-changing business environment. 
	As part of the complaint, issues were raised surrounding the Governance and leadership of the top executives. There has been a breakdown of trust in the management structure between the senior management team and the rest of the subordinates. According to Gosling et al. (2012), three key management concepts must be performed to maintain discipline and order in a management structure: analysing problems, making the right decisions and communicating. The executives named in the complaint do not appear to have been in control of these critical concepts.
	One of the lapses of the organization is the apparent negligence of the Board of Directors. An exhaustive review of the Board of Directors' part in the Fraud has concluded that there was a failure to monitor/ halt and prevent the abuse of power that allowed the top executives to carry on the Fraud for so long (Crover, 2003). There has also been an erosion of the checks that should have been in place to identify the wrongdoing. The Board sometimes chose to ignore the problems, and other times they seemingly allowed the senior executives to engage in 'risky business practices (Cabral, 2020).

[bookmark: _Toc118726459]2.4 Management Theory 
	The complaint has raised several issues on how the hierarchy of the management structure operated and how this filtered down to the rest of the business's employees. As mentioned earlier in the report, the organization's leadership style was very autocratic, and the leadership mainly focused on leading from the top down. With only specific individuals involved, it was harder for any wrongdoing to be detected (McGrath and Bates, 2017). 
	It was clear after observing the functions of all departments concerned that there was a view that employees were made to work as hard as possible to create more profits for the company. This starkly contrasts with Taylor's (1909) view that it's about how the actual tasks are done, and making people work as hard as possible does not always make them productive. 
	The organization is in a unique position as one of the top energy companies in the USA, and indeed in the early days, the company made huge profits that would have allowed the company to expand, produce wealth creation and provide job security for its employees. Due to the greed of a few executives of the company, the complaint has found that the company's future has been put in jeopardy as huge losses have been reported in the latest figures released by the company (Sterling, 2002).

[bookmark: _Toc118726460]2.5 Mainstream v Critical
[bookmark: _Hlk118665689]	Some management circles hold a widely held view that organizations should operate how they always have; therefore, there isn't a requirement to change processes and procedures. However, Adler, Forbes, and Wilmott (2008) suggest they are alternative options open to companies. There appears to be a clear argument for moving away from accounting-based management approaches, which can cause a disjointed development of the theory (Hewege, 2012). It is argued by Mackay and Efferson (2010) that power dynamics between organizational members can cause management control issues, which could pose a problem to the hierarchy structure. Mackay and Efferson (2010) suggest that more focus is placed on human relationships and Socio-cultural factors.
	Adopting an alternative management theory could result in positive benefits for the organization, including employees becoming more productive and more satisfied within the role, which could ultimately involve more profit for the business. In any business, it's healthy to question and critique the management structure to determine if any changes are necessary. Grey (2010) suggests it's essential first to realize the definition of critical management studies and what it can offer businesses. By reflecting and questioning the current management practices, it can produce better ideas and management value. The management structure paradigm has shifted in recent years, and Bowie (1991) observes that there is more of an intense focus on the type of leadership styles within organizations. There seem to be questions about how effective an example and an Autocratic management style is for the employees and management (Iqbal, 2011). During the investigation, it emerged that the management style within Enron was Autocratic, which does not allow any questions to be asked by managers or employees lower down the management structure, thereby allowing any wrongdoing to go unchallenged, potentially posing risks to the organization. In this case, from the evidence collected, it's clear that senior managers were not challenged regarding the accounting and auditing procedures which allowed inflated figures to be reported and the company's losses and toxic debts to be hidden from the financial markets.
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The complaint identified several issues surrounding the accounting, auditing, and financial reporting procedures. It alleged that many senior executives colluded to orchestrate a scheme whereby the companies' losses and toxic debts could be hidden from the financial markets. 
Having thoroughly investigated the complaint and gathered all the necessary evidence, it is apparent there have been breaches of the accounting and auditing procedures on an industrial scale. The findings are as follows:
· Three senior executives colluded with the Securities and Exchange Commission (SEC), Credit Rating Agencies and Investment Banks to create a vehicle known as Special Purpose Vehicles (SPV), which allowed the company to use fraudulent accounting practices to inflate the company's revenues and hide its debts.
· The belief is that the company must be the best at everything and protect its reputation at all costs.
· The Board of Directors failed to fulfil its fiduciary duties towards the corporation's shareholders. Secondly, the executives were concerned only with greed and acting in their interests. The Board of Directors also failed to monitor or halt the abuse of power, and sometimes the Board chose to ignore problems and knowingly allowed executives to engage in 'high risk' practices.
· As a result of the Fraud, trust has been damaged within the markets and resulted in significant losses for the company. 
· The failure has been attributed to the unethical practices of the senior management team. 
· The Board of Directors did not have any oversight of the fraudulent management practices that prevented the Fraud from being detected earlier, which could have saved the company $679 billion in losses.
· The company should have been more honest about its financial condition.
[bookmark: _Toc118726462]4.0 Recommendations
Following an in-depth investigation of the firm's accounting, auditing, and financial reporting procedures, the report makes several recommendations that hopefully will prevent Fraud and accounting breaches from ever taking place on this scale again. 
The report's recommendations are as follows:
· The Board of Directors to have more oversight of the accounting and auditing processes within the organization to identify fraudulent activity much sooner and report to the relevant authorities.
· An external agency should review the management practices adopted by the company to determine if changes to the management structure need to be made.
· The organization needs to work more closely with the financial regulator, so it's aware of its fiduciary responsibilities.
· The report suggests the three executives named in the report be replaced and the concerns raised be escalated to the relevant authorities. 
· To tighten the process around Special Purpose Vehicles or (SPVs) as this is sometimes open for abuse. 
· The accounting process must be more rigorous so that Fraud cannot be committed, and the Forensic Accounting team must complete regular checks to identify anomalies. 
By implementing the recommendations, the organization will regain stability in the financial markets and ensure they follow the correct auditing reporting procedures by working with the relevant regulator and credit rating agencies. The firm can regain investors' trust and seek to take on new investments, thereby growing the company. 
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