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ABSTRACT 

Alpha Credit Card Company Limited ACCCL (not real name) an unauthorized fund 

collecting company which triggered misdeeds valued at Rs 26 billion was named Sri 

Lanka's largest accounting and tax fraud done by a white collar company during the year 

2008. The subsequent examination by the Sri Lanka Attorney General's Department 

documented this fraud as being associated with many internal controls and accounting 

failures with deficiencies in discharge of duties of board of directors, auditors and 

regulatory failures. This signaled the symptoms that ACCCL suffered from a poorly 

designed corporate governance system. Based on this argument, the ground was laid to 

analyze this case as a thesis, how prevailing governance failures have contributed to the 

collapse of ACCCL. In this context, the study dealt with the following three research 

issues. 1. What was the corporate governance structure that prevailed at ACCCL? 2. To 

what level did ACCCL comply with corporate governance best practices? 3. How did 

corporate governance failures contribute to the failure of ACCCL? 

Established on the three research issues, the objectives of the study are threefold. Namely, 

to examine the corporate governance structure that prevailed at ACCCL, to examine to 

what level did ACCCL corporate governance structure comply with the Corporate 

Governance Code of Best Practice and to examine how corporate governance failures 

identified through the first and second research objectives, contribute towards the failure 

of the company. 

This study is a descriptive case study where the qualitative method of data collection was 

used. Data is described based on key themes. Empirics in the descriptive case study will 

be presented based on the internal and external governance actors associated with owner- 

ship and control structure and monitoring structure of the company identified by Melis 



(2005b), the Sri Lanka Companies Act No. 07 of 2007, the Sri Lanka Corporate Govern-

ance Code of Best Practice 2008 and the corporate governance perspectives that are con-

sidered as essential norms to sustain any company as identified by Mardajono (2005). 

International scandals literature argues that interviews as a data collection method will 

definitely be flawed when investigating a collapsed company. Interviews from board of 

directors of ACCCL were not considered and descriptive case study analysis in this thesis 

solely relied on archives available for public review. Generally expected role of internal 

and external corporate governance actors, described in Corporate Governance Code of 

Best Practice and Companies Act was compared with the absolute role performed by all 

corporate governance actors that were identified in empirics. 

Apparent findings of the study show evidence of, internal and external governance fail-

ures within and outside the company from its inception till its collapse in year 2008. 

Astonishingly all information demand and supply side actors, all statutory bodies of audi-

tors and regulators failed to monitor activities of ACCCL. Additionally there was the 

multiple failure of external audit pre and post collapse of the company. The company vio-

lated all Principles described in the Sri Lankan Corporate Governance Code of Best Prac-

tice 2008. Company violated important sections described in the Sri Lanka Companies 

Act No. 07 of 2007. The company also violated the most important and fundamental ac-

counting standard "true and fair view" in fmancial statements. Since all regulators of 

ACCCL failed to detect irregularities justify the fact that the company together with gov-

ernance actors ultimately violated the expected duties described in the Companies Act 

and the best practices for good governance of a company that was explained in the Corpo-

rate Governance Code of Best Practice 2008 of Sri Lanka. 
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Chapter One 

Introduction 

1.1. 	Background of the Study 

Corporate governance is a set of procedures, customs, policies and laws by which a 

company is directed, administered or controlled. Every country has a unique set of gov-

ernance practices due to its legal and financial system, corporate ownership structure, cul-

ture and economic situation. But the context may differ from country to country. Despite 

differing contexts the core issue is similar. From the many variables involved, weakness 

in any link of the chain, may lead to breakage (Vinten, 2003). 

Corporate governance structures are not uniform across countries (Keenan, 2004, Hopt 

and Leyens 2009) due to diversity of ownership structures in the world. Company law in 

France, Germany and China require listed firms to adopt a two tier board. The dual board 

structure in some countries is being questioned. European Union allows firms registering 

in European statutes to choose between the one or the two tier system (Hopt, 2002). 

Corporate failures were reported from the 18th  century (Jones, 2010), due to collapses of 

large companies around the world, there has been a huge interest in corporate governance 

practices of companies since 2001, most of which involved accounting frauds (Okapa, 

2009). The debate goes on as to why companies want to end up in a collapse putting their 

reputation down which was gathered over a long period. Boyd (2003) reveals it is because 

a good governance system is not in place. Thomasic (2011) found weak internal control, 

Mulford and Comisky (2002), financial reporting irregularities, Bell and Carcello (2000) 

inadequate internal controls, Zandastra (2002), risk management as the causes of failures. 


