




Ernst & Young Fined for Ethics Test Cheating

Recent Highlights:
Ernst & Young was found to have over 50 audit employees share answers on the ethics part of the CPA exam occurring between 2017 and 2021, according to the SEC. Possibly hundreds more employees had cheated by sharing answers on professional education and training courses. The actual number of those involved is unknown as other employees may have not cheated, but were found to be aware of the cheating. By no one reporting the cheating, the resulting failure to adhere to the company’s Code of Conduct is clear and the company’s ability to achieve compliance across employees is called into question. 
As a result of the investigation, EY has been fined $100 million, the biggest fine ever levied on an accounting firm. The harsh penalty also comes from the firm’s additional actions of hindering the investigation by withholding information from the SEC regarding the activity. When the complaint arose, EY denied any issues the firm had with cheating even though an internal investigation had already exposed the activity.
Ernst & Young did not fight the fine and indicated the company would seek to improve ethical compliance within the organization. In a statement from the company, “We are confident that the outcomes of the undertakings will reinforce steps we have already taken in the years since these situations occurred," EY said in a statement. Sharing answers on any assessment or exam is a violation of our Code of Conduct and is not tolerated at EY. Our response to this unacceptable past behavior has been thorough, extensive and effective."

Discussion Questions:
1. How can a company like Ernst & Young strengthen the organizational culture to be more ethical especially around training and exam cheating?
2. What kinds of cultural factors could be present in the EY leadership system that would fail to expose and to act on ethical transgressions?
3. How does the external audit work of Ernst & Young contribute to the company’s ability to overlook or to choose not to address ethical gray areas?
4. What should EY do to enhance ethical compliance in its organization and should the firm undertake investigations into other areas of possible ethical lapses?
5. How does an ethics scandal like this impact the company’s reputation and credibility?
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