1
[bookmark: _GoBack]Part 3
Ethics
DATE: November 6, 2021
FROM: xxxxx
Subject: Improper Accounting of Sales
Ethics is important in accounting. In its absence, financial statements cannot be correct. The fact that the production managers authorize staff purchases of goods manufactured by the company is a clear violation of the accounting principle that requires all productions and sales made be reflected in the financial statements, and their accounting done correctly." Failure to follow this principle should be treated as fraud committed by the production managers. Sarbanes Oxley Act requires top management to certify the responsibilities of the financial statements, including supervising the audit of reports and ensuring their accuracy (Biden Jr, 2002). Since the top management does not carry out this obligation, it exposes the organization to the risk of incurring hefty fines and imprisonment. 
Accordingly, all members of the accounting profession must adhere to the fundamental principles under professional ethics. According to Colquitt & Salam (2009), an auditor must demonstrate some levels of integrity. Omitting income from staff sales in the financial statements and returns to the tax authority could be misleading. Such a practice exhibits dishonesty, and as an auditor, the practice should be reported to the relevant authorities should the company repeat the same mistake repeatedly. However, auditors should provide relevant advice to their clients and ensure that all accounting standards are followed. 
Regardless of the close relationship with the directors and staff of the company, I would consider being more objective by doing the right thing because that's what ethics is all about. Doing the right thing means observing all technical and professional standards, and especially the principles of accounting. It would be ethically wrong and unprofessional to ignore these principles by acting in favor of any party.   According to Fearnley et al. (2005), objectivity means being detached or independent from the company, given that our first obligation should be professionalism. The greatest asset of an auditing firm is its reputation, and, therefore, maintaining a good reputation is key. I would also ensure that I'm competent in terms of how I perform tasks and, most importantly, be careful and behave professionally. That means complying with the rules and regulations and not engaging in any activity that would harm my profession's reputation or that of the audit firm. Competence delivers results in terms of providing accurate and appropriate advice to the client. 
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