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ABSTRACT

The relation between individual values and morals on one hand and ethics and
legal obligations on the other is a complex and interdependent one. Such a relation
has been scrutinized and approached by scholars and experts across various
professions and over many years, the audit profession is no exception. This paper
adopted a critical, descriptive analysis to inquire into such a complex relation in
the audit profession, particularly through undertaking a case study analysis of the
crisis of Al-Madina Bank (2001-2003) which ended up in bankruptcy and with
very negative consequences to the rights of depositors and external clients, in
addition to impacting the reputation of the Lebanese banking industry at the time.
This study found that the network of corruption in Al-Madina Bank represented by
Rana Koleilat, her brother, the owners of the bank (the Ayyash brothers), some
members of the board of directors, and some external partners have been able to
pressure and negatively influence the internal and external auditors of the bank.
This resulted in the auditors neglecting and overlooking their professional, ethical,

and legal obligations in confirming and documenting information and maintaining



MECS) 2 g 7udl g Esalad) Silail icad &5 pacall Baancio Alabail) s g ASIYI ool
Calef ) g pidandl g (alidl adl
[SSN: 2617-9563

WWwW.mecsj.comsar

their independence in creating fair reports, applying an internal control system
(internal auditors), and evaluating the adopted system (external auditors) to
confirm the accuracy, transparency, and integrity of the financial statements and
reports related to Al-Madina Bank. The study concludes that the internal and
external auditors in this instance favored their values and morals-which ended up
being immoral-in pleasing their seniors and illegitimately being recognized and
rewarded in their jobs at the expense of their ethical and legal obligations towards
their profession. This paper recommends that legislators and those in charge of
organizing the profession of auditing, including trade unionists, academics, and
specialists, should ensure that there are no grey areas in the laws, regulations, and
procedures pertaining to auditing to leave no room for individual values and
personal interests to coincide or conflict with professional, ethical, and legal
obligations in approaching and solving important and complex issues.
Additionally, this study stresses that it is of immense importance that the
aforementioned laws, regulations, and procedures protect auditors and support their
Immunity against any form of pressure from their superiors, enhancing their
independence, transparency, and objectivity.

Keywords: Values, Morals, Ethics, Legal Obligations, Audit profession, Internal and

External Auditors.
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