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Introduction
Accounting scandals have been ongoing for a long time. Even when the US Government invoked the Sarbanes Oxley Act, accounting scandals continued. In the 1980’s decreased regulation by the US Government opened the door for the Savings and Loan scandals. One can only wonder if the lessons from Enron, Worldcom, and Tyco scandals have made a difference in the deterrence of further corporate accounting scandals.

Corporate scandals such as Marsh & McLennan, Shell, Boeing, Hollinger, and Fannie Mae continue at a routine rate. Is the answer for the US Government to further invoke additional laws/acts to tighten the reigns of corporations? One possible solution is to hold CEO’s, Board of Directors, and other key personnel, more responsible for any corporate scandals that may come about.

Take the corporate scandal case of Adelphia Communication Corporation. In this case John Rigas CEO, Michael Rigas COO, Timothy Rigas CFO, and Michael Mulcahey VP and Treasure, are charged with a variety of conspiracies, securities fraud, wire fraud, and bank fraud allegations (Brickey, K. 2008). The Rigas have been alleged to have defrauded the cable company of at least $2.5 billion (Brickey, K. 2008). U.S. Supreme Court, U.S. District Court Judge Leonard Sand sentenced John Rigas and Timothy Rigas in June 2005 to serve 15 years and 20 years, respectively (Farrell, M. 2007).
Role of Management in Fraud
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Corporate management is the first line of defense to finding and stopping accounting scandals. Business lobbyist fight against the Security and Exchange Commission (SEC) to stop people like William Donaldson for trying to give shareholders more of a say in the selection of company board members (Gasparino, C. 2004). As lobbyist continue to fight against the SEC for trying to come up with ways of deterring accounting fraud, CEO’s pay increase while their accountability for account scandals remain relatively unchanged.

In the Adelphia Communications case federal prosecutors proved that the Rigases used complicated cash management systems to spread money around to various family-owned entities and as a cover for stealing $100 million for themselves (Fall of the House of Rigas: A Timeline 2005). One way the crimes took place was for Mulcahey, who was in control of the cash management account, to sign off each time John Rigas took out over a million plus dollars from the petty cash fund. However, Mulcahey was acquitted based upon the evidence that convicted the Rigases. With access to this much petty cash the Rigases used the company’s money to buy condominiums, golf trips, etc (Higgins, J. 2004).
Application of Sarbanes Oxley Act
Garrison, Noreen, Brewer (2008) the Sarbanes Oxley Act (SOX) “requires that both the CEO and CFO certify in writing that their company’s financial statements and accompanying disclosures fairly represent the results of operations”. This was the first of the six key aspects of the Sarbanes Oxley Act. With John Rigas as CEO and Tim Rigas as CEO, both convicted, obviously they signed Adelphia financial statements that did not represent the results of the operation. Because the Rigases used petty cash of sometimes more than one million dollars for golf trips, condominiums, etc, was not in the parameters of the first key aspects of SOX.

Garrison, Noreen, Brewer (2008) also stated that the second SOX act requires company’s to “establish a Public Company Accounting Oversight Board to provide additional oversight over the audit profession”. If Adelphia had used an oversight board other than themselves, the fraudulent scandals would have surfaced sooner.

The fifth SOX act “requires that a company’s annual report contain an internal control report. Internal controls are put into place by management to provide assurance to investors that financial disclosures are reliable” (Garrison, Noreen, Brewer, 2008). “The report must state that it is management’s responsibility to establish and maintain adequate internal control structure” (2008). This was probably the most frequently abused SOX act committed by the Rigases. The CEO and CFO had in place an internal control procedure where they were allowed to sign for over one million dollar sin petty cash from Mulcahey VP and Treasure. Although Mulcahey was in control of the cash management, he was somehow acquitted based upon the evidence that convicted the Rigases. It is questionable if Mulcahey knew of the scandal but the evidence did not support him being convicted.
Conclusion
Unfortunately the Sarbanes Oxley Act was not placed into action until 2002 when the Adelphia scandal had already started to come into light. However, if it had been in existence a few years prior to the Adelphia scandal, the possibly of the scandal being caught more quickly or even avoided is very probable. Regardless if the Sarbanes Oxley Act had been in existence or not, CEO’s and CFO’s are required to follow ethical and lawful guidelines.
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One such guideline is the Institute of Management Accountants (IMA). The IMA adopted “an ethical code called the Statement of Ethical Professional Practice that describes in some detail the ethical responsibilities of management accountants” (Garrison, Noreen, Brewer, 2008). Garrison, Noreen, Brewer, 2008 stated “the IMA’s code of conduct provides sound practical advice for management accountants and managers”. Another code of conduct at an international level is called the International Federation of Accountants (IFAC). With today’s diversified company portfolios, it is imperative that companies look at an international code of ethics on a global scale.

Even with the Sarbanes Oxley Act in full swing over the last five years corporate fraud is still continuing. Is the answer for additional regulation? I personally believe that there is a need for more oversight but in areas within the company internally. One way might be by allowing the shareholders to have more say in the company’s selection of the Board of Directors. Another option might be in holding Board Members accountable for scandalous schemes. Dishonesty will continue and CEO’s pay and benefits packages will increase. If more restrictions and harsher punishments on a broader scale within the company are not placed into effect, than corporate scandals will continue at the same rate or even possibly increase as the US economy continues to slow.
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