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The situation provided here explores Penny, a new controller at hired at Rusty and Dusty Slow, a medium-sized farming equipment firm, and she is undergoing quite few accounting and ethical issues. The firm purchased a variety of farm machines, inventory and other tool parts from their competitors and payments who underwent patch ups of a current trade and industry recession. Penny decides has to appraise the firm's book-keeping of stock so as to determine whether there are correctly recorded. In contrast, Ron, who is in charge of portfolio control, says that approximately one-third of the current stock they received comes from repossession and a lot of them is purchased from recession buyouts.
 Rusty and Dusty, having purchase a lot of inventory items due to the economic downturn, comes to notice that the business is not doing well as expected. He notices that the portfolio marketing are moving at slower rate and ultimately at substantial discounts and commissions. Normally, huge ticket products mainly take some time to be traded, and most of the valuable properties seemed to approach the expiration of their usefulness, and at the point, they will be written off. Art, the company manager, he firmly believes that the newly acquired stock can still be traded, but when given the proper conditions, as he informs Penny that she ought to hold off on new stock reappraisal as he requests some favours in an ultimate effort to market the stock which is nearly to be written-off. He is doing this to avoid additional costs of write-downs because they might affect the profits negatively. They are subsequently affecting their accounting metrics, like inventory turnover.
 Portfolio writes down usually occurs when the current market worth of a product depreciates lower than its book value. Profoundly, penny notices the "still" records for some periods before raising the concern again with the company president. The penny with worried with forthcoming firm audit, although, Art suggests they hide information about the portfolio and that, in case it arises up, they would make available the inspectors to proof that the assets are, turning over effectively, like issuing forged sales records, fraudulent purchase orders, and unsupported journal entries. 
 Penny faces two ethical dilemmas, and he has to decide what to do. Firstly, Penny knows that it is inappropriate to do what Art requests- not to write down old and obsolete inventory. Secondly, she is worried about the second request made by the company president to intentionally mislead the auditors by giving the wrong information concerning the Company's financial statements. If penny does as per Art’s request, the rule of LCM will be violated. Art (the company manager) is not willing to write down a significant part of the portfolio; even though that is what has been happening for the last financial years since this would make the financial information of the Company irrelevant and inconsistent to its investors and creditors. By not recording the accurate inventory values will probably result in useless and incorrect Balance Sheet. Eventually, the Art request Penny to back-up him in masking the matter from the assessors.
Based on my understanding, Penny could have tried to compromise with the auditors and the company president by writing off a modest though partial part of the portfolio that year and saving the key changes for the following financial period. Also, Penny should have talked with the company management to pay sales staff a relatively higher commission to motivate them to increase the volume of the sales. Although Penny is a new employee, he should advise the Company's management to establish an inventory control department to flag portfolio when it is "y" number of years old. 




