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                    Non-adherence to the good practice of corporate governance is cited as breeding 
 grounds  for  the  frauds  to  exist  until  reported  or  subsequently  detected.  As  stated  by 
 GECFS  that  identifies  49%  of  universal  corporations  have  experienced  economic 
 offences (PwC’s , 2018). Present in figure 1 that depicts the occupational fraud committed 
 by the corporations, ACFE (2020) have categorised them into various groups. The median 
 loss ranges between 100 and 20 thousand in the sample below. 


Figure 1: Frauds: Category, Cases and Losses 


   
 Note. Reprinted “Report to the Nations 2020: Global Study on Occupational Frauds and  
 Abuse”, 2020, p.13 


These  frauds  are  among  crucial  aspects  that  have  been  leading  to  business 
takeovers,  bankruptcies  and  financial  failures—taking  the  example  of  Enron,  which 
resulted in a loss of 70 billion dollars in the financial market. More recently, the Institue 
of Computer Security conveyed a substantial upsurge in corporate scandals (Reddy , K., 
Venter,  H.  S.,  &  Olivier,  M.  S,  2012.  P.  1061).  Findings  suggest  serious  and  blatant 
breaches of the law and deviations from the fundamentals of corporate governance that 
set  the  scene  for  accounting  frauds.  Table  1  below  summarizes  the  scams  in  various 
organizations, including multinationals and banks in the 21st century. 


COMPANY  YEAR  DESCRIPTION 


Enron  2001 


The Enron case publicized in 2001, ultimately 
 leading to Enron corporation bankruptcy and de 
 facto dissolution of the auditors of Enron namely 
 Arthur Andersen. Enron case is among the 
 largest audit failures. A 40 billion dollar lawsuit 
 was filed by the shareholders of Enron.  


WorldCom  2002 


In 2002 Worldcom publicaly announced it had 
 recogognised a $ 3 billion profit instead of the 
 actual $ 1.5 billion loss. WorldCom’s internal 
 audit revealed $11 billion in false accounting 
 entries. It was the lagest bankrupcy in the history 
 of U.S. The CEO was sentenced for 25 years, 
 reputational damage ensud. 


Adelphia  2002 


The company was proscecuted for its misconduct 
 and for the crime of overstating its profits.The 
 cable TV producers together with its CEO were 
 found guilty this lead the corproation to its 
 ultimate bankruptcy. 


In 2002, Chase paid a sum of 80 million dollars 
 for their involvement in financial misconducts. 


Ten banks were accused of deceiving the 


investors with biased and misleading research for 
which they paid 1.4 billion in settlements to the 
State and Federal governments. Securities frauds 
were innvolved. Initial Public Offerings of new 
issue in shares were banned. Furthermore, Chase 
were fined160 million dollars by SEC. $ 2.2 
billion additinal fines and panelities Chase paid 
to settle a lawsuit from the Enron’s investors 
alone.  


Qwest  2002 


This telecommunication corporation was 
 involved in accounting manipulative practices 
 and insider dealings. It was fined $ 250 million 
 by SEC. Its employees were also connected with 
 a civil lawsuit agianst them. 


Global Crossing  2002 


Revenue of corporation was overstated. It 
 happened subsequent to the dot com bubble 
 which lead to is bankruptcy. Followed by FBI 
 and SEC enquiry. 


Tyco International   2002 


PWC the auditors were made to pay $ 225 
 million to the investors of Tyco for not detecting 
 nor reporting the corporate governance failures. 


HealthSouth  2003 


Financial fraud  $ 1.4 billion for 


misappropriation of profits and $800 million 
 mis-statement for overstating assests of the 
 company.CEO charged along with others.  


Fannie Mae  2004 


Fraudlent accounting coupled with unjustifed 
 bonuses paid to former executives; Quantum 16 
 billion dollars. 


AIG  2005 


The Ex-CEO of AIG was involved in improper 
 corporate governance practices in particular the 
 lack of effective internal controls. Including 
 loans mis-classified as revenue, the bids and 
 stock prices were manupulated. SEC 


investigation found wide spread currouption of 
 complex accounting scheme that inflated its 
 networth by 2.7 billion dollars. 


Note. Reprinted ” What Went Wrong? Accounting Fraud and Lessons from the 
 Recent Scandals”, Gary Giroux, 2008, Social Research, 75(4), p.1205-1238. 


Table 1: Fraud Cases 


The  2008  crises  exposed  many  serious  shortcomings  in  the  functioning  of  the 
 corporate  governance  of  several  multinationals;  the  standards  proved  unsuccessful  in 
 providing  the  checks  for  the  corporations  to  foster  smooth  business  operations.  The 
 governance procedures were not able to fulfil the aim of protecting against the risk. Not 
 surprising that adverse financial consequences became unavoidable. The systems for risk 
 management  have  been  unsuccessful  because  of  inadequate  procedures.  Corporations 
 appeared oblivious about the probable fraud risk factors. In addition, the weaknesses in 
 the  corporations  for  monitoring  and  controlling  systems  were  hidden  from  the  public 
 view.  Also,  the  regulatory  standards  for  accounting  practices  were  not  satisfactorily 
 adhered to by many corporations for evaluation of organisations procedures(Kirkpatrick 
 ,2009, p.2).  


Furthermore, the briefly stated  accounting  manipulations that  are obvious in the above 
 table contributed to the corporation’s down fall. Such fraud of mainly accounting nature 
 carry  many  facets;  some  of  which  did  arise  from  the  non-adherence  to  the  ‘generally 
 accepted accounting principles.’ 


In  continuance  of  the  table  1  above,  table  2  presented  below  is  created  which 
contains the most recent financial fraud scandals to further provides deeper undersatnding 
towards fradulent actions and insufficiencies of corporate governce.  


COMPANY  YEAR  DESCRIPTION 


The Chairman Raju admitted that he forged the 
 company accounts to inflate the revenues for $ 1.4 
 Billion. This was seen as violation of good 


corporate governance. PwC  as the auditors were 
 fined $ 6 million. SEBI subsequently bared PwC 
 (India) from acting as auditors for two years 
 (2018-2020).  


China Medical 
 Technologies  


2012 


KPMG Hong Kong received anonymous tips 
 relating to the fraud activities in 2007. China 
 Medical Technologies after its bankruptcy, an 
 insider fraud of $ 355 Million was discovered. 


Later, the Department of Justice U.S charged both 
 the CEO and the CFO for the theft circa $ 400 
 million. 


Vatican Bank  2014 


Despite the Vatican Bank is connected Catholic 
 church, it was involved in money laundering and 
 theft of funds but this exceeded corporate 


governance violations as bribery and murders were 
 associated with the banks activities. 


Banco Espirito 


Santo  2014 


The Portuguese bank had to be bailed out because 
 it carried toxic assets in its balance sheet which 
 suggest governance failures in particular 
 mismanagement at board level. 


Punjab National 


Bank(PNB)  2018 


PNB ( India) was charged with fraudulent loans, 
 money laundering, corruption at board level and 
 criminal conspiracy to defraud all of which are 
 suggestive of corporate governance failure. 


Huawei   2019 


The telecommunication and smart mobile 
 company, Huawei, was accused of having 


approximately two dozen charges and extradition. 


The Canada executive Meng Wanzhou was 


charged for wire fraud and scheme to commit wire, 
 bank fraud and stealing confidential bank 


confidences. 


Steinhoff  2019 


The South African international retail company, 
 Steinhoff overstated its profits circa for some years 
 by as much as $7.4 Billion. The accounting fraud 
 scheme involved top management, executives and 
 outsiders. 


Wirecard  2020 


The audit conducted for Wirecard corporation, a 
 German financial and payment service provider 
 revealed a €1.9 Billion misappropriated funds. The 
 Board filed for insolvency, the CEO arrested. 


Table 2: Recent Fraud Scandals- Author’s Creation 


These  scandal  clearly  highlight  the  governance  practice’s  failures.  Their 
 inadequacy to establish adequate follow-up procedures could be the breeding ground for 
 further frauds. Deliberately overstated earnings and misclassification of revenue are the 
 noticeable  fraudulent  acts  cited  in  the  research  as  indeed  the  crimes  associated  with 
 misconducts and the lack of ethics.  


for example, the Enron's auditors were seen to be falling short of ethical standards. 


It would also appears that the detection of fraud remains challenging due to weak audits 
and cost constraints. 
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