
ETHICAL DIMENSIONS OF PREPARING TWO FINANCIAL

Common ethical issues in financial accounting include disclosure violations, moral choices in regard to the preparation,
presentation and disclosure of financial over the last two decades have centered on fraudulent financial reporting.

The second method defines revenue as a percentage of the work completed -- this method is common for
large-scale manufacturers, such as aircraft makers or construction companies. However, as practice shows,
many companies are looking for ways to present their financial standing in a better light rather it actually is.
ETHICAL CODES Approaches to dealing with ethical problems in finance range from establishing ethical
codes for financial professionals to efforts to replace the rational-maximizer egoistic paradigm that underlies
the modern capitalist system by one in which individuals are assumed to be altruistic, honest, and basically
virtuous. They embrace an alternative assumption that human beings are to some degree ethical and altruistic
and emphasize the role of the traditional principal-agent relationship based on honesty, loyalty, and trust.
Dobson, John  At the same time, a line-level production employee may take home office supplies for personal
use. Misappropriation of assets is the use of company assets for any other purpose than company interests.
Many states have also passed lobbying and campaign finance laws and established ethics commissions to
enforce these statutes. It can be tempting to lie low and not make waves when confronted with ethical issues in
accounting. New York: St. Subscribe to The Latest , our customizable update sent every two weeks. The
ethical dilemma presented by the problem of conflicting interests has been addressed in some areas of finance,
such as corporate governance, by converting the agency relationship into a purely contractual relationship that
uses a carrot-and-stick approach to ensure ethical behavior by agents. The corporate device of
contractualization of the agency relationship is, however, too difficult to apply to the multitude of financial
dealings between individuals and institutions that take place in the financial market every day. He contends:
"If the attainment of internal goods were to become generally accepted as the ultimate objective of all human
endeavor, both personal and professional, then financial markets would become truly ethical" p. Such ethical
dilemmas cover various ethical issues, such as overstating performance and valuation, participating in
fraudulent activity, non-disclosure and withholding of information from auditors and other stakeholders, and
making a decision without adequate information. The majority of management accountants feel it is important
to collect and analyze ethical information, but one in five do not believe their organization will do so in the
near future. Because of its vast size, the industry tends to garner lots of headlines, many of which tout its
ethical lapses. An SRO is a membership organization that makes and enforces rules for its members based on
the federal securities laws. One of the most important and powerful official regulatory agencies for the
securities industry in the United States is the Securities and Exchange Commission SEC. The United States
has a long history of campaign finance reform. As a result, earnings may never happen due to unreliable
clients that do not pay or unexpected increases in production costs. They tend to ignore the spirit of the law in
only following the letter of the law. A simple way to boost earnings in income statements is to recognize
revenues earlier than they actually occur. But ethical lapses do occur, and Duska discussed five reasons why
these misdeeds may happen. Email Gateway ifac. Norman E. In addition to federal and state regulatory
agencies, various professional associations set their own rules of good conduct for their members. Sometimes,
separating the issue from your personal and professional feelings can help you see it in a different light.
Fraudulent Financial Reporting Most accounting scandals over the last two decades have centered on
fraudulent financial reporting. For example, a faulty reward system can induce unethical behavior. Anne
Federwisch is a freelance journalist. Stathis Gould heads up the development of international services for
professional accountants working in business and industry at IFAC. It gives the trader an unfair advantage
over other traders in the same security. Fraudulent financial dealings, influence peddling and corruption in
governments, brokers not maintaining proper records of customer trading, cheating customers of their trading
profits, unauthorized transactions, insider trading , misuse of customer funds for personal gain, mis-pricing
customer trades, and corruption and larceny in banking have become common occurrences. These are the
unethical accounting practices to watch for on financial statements. It is in charge of implementing federal
securities laws, and, as such, it sets up rules and regulations for the proper conduct of professionals operating
within its regulatory jurisdiction. How Best to Respond to Ethical Challenges in Business by Stathis Gould ,
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Deputy Director, Professional Accountants in Business, IFAC December 14, Most accountants in business and
the public sector, whether working in a small organization or serving as the chief financial officer CFO of an
international corporation, face ethical dilemmas during their professional careers. Usually, this is carried out
with the intent of misleading investors and maintaining the company's share price.


