ACCOUNT 767 (ADVANCED AUDITING)

	Professor Robert Gruber, PhD CPA CMA

	Email:
gruberr@uww.edu
Phone:
262.472.5463 (office); 262.472.1344 (department)
Address:
Carlson 5019A 
UW-Whitewater 
800 West Main Street 
Whitewater, WI 53190-1790
Office Hours:
MW: 10:00 am - noon
TR: 01:00 pm – 02:00 pm
By appointment (MTWR)
Home Email:
rgruber360@aol.com

Other Information:
Course schedule: ACCOUNT 767 (02:15 pm – 04:00 pm)

Other Meetings: Announced via email

	


Course Objectives: Professional accountants must be sufficiently aware of potential ethical problems in business and professional environments and must be able to deal with those problems using a sound ethical decision making framework. The purpose of this course is to develop such a framework by (a) understanding appropriate morals and values, (b) increasing awareness of potential ethical pitfalls, (c) understanding applicable codes of conduct, and (d) applying sound ethical reasoning where codes of conduct are not relevant. 

Professional accountants must develop a strong personal code of ethics that provides them with a solid foundation upon which to base their decisions. This will be accomplished, in part, by studying and resolving ethical dilemmas (via cases) with the intended objective of thinking through the consequences of one’s actions in advance. However, in ethical situations, there is often no correct solution or no single correct solution. Therefore, it is important that professional accountants understand their personal convictions and be prepared and confident when they must take a stand in their own ethical situation.

It is also important that professional accountants maintain an interest in current events, particularly those that have accounting and business implications. Thus, a second objective of this course is to critically evaluate the circumstances surrounding the Enron situation including (a) how it happened, (b) what needs to be changed, and (c) ethical and accounting lessons learned. In addition, fraud examination (sometimes called forensic accounting) is one of the most exciting new careers in accounting and business today. Because both the size and number of frauds is increasing, exciting opportunities exist for accounting students who are knowledgeable about fraud prevention, detection, and investigation. This course will introduce fraud examination topics in the context of recent accounting and business scandals.

University Statement: The University of Wisconsin-Whitewater is dedicated to a safe, supportive and non-discriminatory learning environment. It is the responsibility of all undergraduate and graduate students to familiarize themselves with University policies regarding Special Accommodations, Misconduct, Religious Beliefs Accommodation, Discrimination, and Absence for University Sponsored Events. (For details, please refer to the Undergraduate and Graduate Timetables; the “Rights and Responsibilities” section of the Undergraduate Bulletin; the Academic Requirements and Policies and the Facilities and Services sections of the Graduate Bulletin; and the Student Academic Disciplinary Procedures” [UWS Chapter 14]; and the “Student Nonacademic Disciplinary Procedures” [UWS Chapter 17]).

Textbook: Business & Professional Ethics for Accountants by Leonard J. Brooks (South-Western/Thompson Learning; 2nd edition; 2002; ISBN 0-324-01316-7).

Fraud Examination by W. Steve Albrecht (South-Western/Thompson Learning; 2003; ISBN 0-324-16296-0).

Attendance: Daily attendance in an accounting class is very important because a large amount of new material is presented in each class session. Frequently, what is learned in one class session is used heavily in introducing new concepts in the next class session. In addition, the class structure for this course is a combination of lecture and discussion. Please note that you will be held responsible for any material presented and/or discussed in class. It is the policy of this University of Wisconsin-Whitewater and the Accounting Department that daily attendance be expected. In accordance with that policy, daily attendance will be taken, i.e., attendance is required at all class sessions.  

This is a professional course and you will be treated accordingly; i.e., it is your responsibility to attend class. However, your course grade will be lowered by one letter grade after a prescribed number of unexcused absences (3 for MWF, 2 for TR, and 1 for night classes). Excused absences include illness, emergencies, etc. and notification prior to class but I reserve the right to request documentation regarding your absence. Please note that missing class because you are studying for the CPA exam is not an excused absence.

Course Activities: The following activities are designed to accomplish the course objectives described above. Strict adherence to due dates is encouraged so as to remain “on-task” and maximize the educational value of these activities. As always, they should be completed in a professional manner (e.g., complete, accurate, timely, and proper presentation). Specifically, the activities for this course include:

(1) Readings: (a) Read and study chapters 1-5 in the Ethics book; answer the questions and summarize the articles listed below. (b) Read and study chapters 1-3, 4, 5-6, and 7-9 in the Fraud book; answer the questions that will be assigned later.

(2) Quizzes: A quiz will be given as indicated on the course schedule.

(3) Short cases: (a) Detailed solutions to the ethic cases listed below, including participation in class/group discussions. Solutions must be turned in before class begins. (b) Also, detailed solutions to selected cases and problems from the Fraud book. These will be assigned later.

(4) Comprehensive cases/paper, including outside readings: One ethics case and one current event paper.

(5) Examinations: April 12; May 15.

Course Grade: The grade for the course will be determined using a GPA-type calculation and the following weights for the activities listed above: (1) 15%, (2) 30%, (3) 25%, (4) 10%, and (5) 20%.


A:
3.75 – 4.00

BC:
2.26 – 2.74

D:    under 1.26


AB:
3.26 – 3.74

C:
1.75 – 2.25

F:     failure to complete 


B:
2.75 – 3.25

CD:
1.26 – 1.74

         any assignment

Course Schedule: (meeting time: 02:15 pm to 04:00 pm)

Chapter 1: 01/21, 01/23 




Chapter 2: 01/28, 01/30, 02/06
 
(Quiz for chapters 1 and 2 on 02/08; 11%)

Chapter 3: 02/08, 02/11, 02/13
 



Chapter 4: 02/18, 02/20, 02/25 

(Quiz for chapters 3 and 4 on 02/27; 13%)

Chapter 5: 02/27, 03/04, 03/06
 
(Quiz for chapter 5 on 03/06; 6%)

Fraud Examination: 03/13, 03/18, 03/20
Chapters 1-4

Spring Break: 03/24 – 03/28

Fraud Examination: 04/01, 04/03, 04/08
Chapters 5-9

(CPA exam practice quiz on 04/12; 10%)

Enron: 04/15, 04/17



(Fraud and Enron quiz on 05/15; 10%)

[Please note that we will not meet on 02/04, 03/11, or after 04/17.]

Readings and Assignments for the Ethics Part of the Course: 

Chapter 1

Questions: 3, 5, 6, 9, and 10

Readings: The Social Responsibility of Business is to Increase its Profits by Friedman; A Critique of Milton Friedman’s Essay “The Social Responsibility of Business is to Increase its Profits” by Mulligan; The Whistle-Blower: Patriot or Bounty Hunter? By Singer

Cases: Bhopal (17-8), Where Were the Accountants? (24-5), and To Resign or Serve? (25-6)


Chapter 2

Questions: 1, 3, 4, 5, and 7

Readings: The AICPA at 100: Public Trust and Professional Pride by Cook

Cases: Lang Michener Affair (70-3), Dilemma of an Accountant (73-6), Societal Concerns (76), Management Choice (77), and To Qualify of Not? (79-81)

Chapter 3

Questions: 1, 2, 4, 5, and 6

Readings: The Anderson Committee: Restructuring Professional Standards by the AICPA

Cases: Philip Services Corp. (137-41), Playing God (144), Locker Room Talk (146)

Chapter 4

Questions: 2, 3, 4, and 6

Readings: Cost-Benefit Analysis by Brooks, Ethical Analysis for Environmental Problem Solving by Tucker, Illustrative Application of Stakeholder Impact Analyses (196-204)

Cases: The Kardell Paper Co. (208-10) and Ford Pinto (206-7)

Chapter 5

Questions: 1, 3, 6, 13, 14, and 15

Readings: Can’t We All just Get Along: Cultural Variables in Codes of Ethics by Roth, Hunt, Stavropoulos, and Babik; Values in Tension: Ethics Away from Home by Donaldson; Ethical Problems in Public Accounting: The View from the Top by Finn, Chonko, and Hunt

Cases: Tax Return Complications (259), Opinion Shopping (260-1); Lowballing a Fee Quotation (261-2),Texaco’s Jelly Beans (262-6), Downsize or Bonus Allocation Decision (267), Interesting Times (273-5)

SCHEDULE for FORENSIC ACCOUNTING

(aka, Fraud Examinations)

      Chapter







Time Estimate
I.
Introduction to Fraud 




     (1 week)


A.
The nature of fraud


B.
Who commits fraud and why

II.
Accountant’s Professional Responsibilities 


     (1 week)


A.
SAS 99


B.
Sarbanes-Oxley Act of 2002

III.
Fighting Fraud 





     (1 week)


A.
Prevention


B.
Corporate governance professional literature

IV.
Fraud Detection





     (1 week) 


A.
Recognizing the symptoms of fraud


B.
Detecting Fraud



1.
Analytical procedures



2.
Deductive methods



3.
Inductive method

V.
Fraud Investigation




     (1 week) 


A.
Investigating theft and concealment


B.
Sources of information for investigations


C.
Inquiry methods including interviewing


D.
Developing and handling evidence

VI.
Management Fraud




     (1 week) 


A.
Financial statement fraud


B.
Revenue and inventory frauds


C.
Liability, asset, and inadequate disclosure frauds

VII.
Fraud in E-Commerce




      (1 week)


A.
Identifying fraud risk


B.
Prevention techniques

VIII.
Audit Failure 





     (1 week)


A.
Heuristics


B.
Other common auditor mistakes

X.
Research 





     (1 week)


A.
Accounting publications and standards


B.
Enacted laws and regulations

      Exams







(2 class periods)

PAGE  
1

