Special Topics in Accounting

Management 128

Auditing and Fraud Examination

Julie Ann Gardner Treloar, Lecturer

Spring 2012

Office:  MBA North D405

Office Hours: T/Th 9:00 am – 10:00 am

Texts:  1. Fraud Examination, 4th edition, Albrecht, Albrecht & Albrecht (earlier editions are not acceptable)

2. Business Fairy Tales, Grim Realities of Fictitious Financial Reporting, Cecil W. Jackson

3. Enron Case from Knapp book


4. Course Lecture Notes - available at Course Reader Material, 1081 Westwood Blvd.
Objective:

The course will focus on an in-depth analysis of fraud examination, detection and prevention and on auditing in the post-Enron era.  This will include discussions concerning the Sarbanes-Oxley Act of 2002 and SAS 99, Considerations of Fraud in a Financial Statement Audit.

The course will begin with an overview of fraud. The Enron case and other current cases will be analyzed and discussed in order to understand the nature of fraud and its perpetrators.

With respect to fraud examination, detection and prevention, the following topics will be discussed:

• The Nature of Fraud, Who Commits Fraud and Why

• Fraud Prevention and Detection 

• Recognizing the Symptoms of Fraud, Proactive Approaches to Detecting Fraud

• Management Fraud: Financial Statement Fraud

• Revenue and Inventory Frauds
• Liability, Expense, Asset, and Inadequate Disclosure Frauds
The course will also address recent changes in the auditing process, including the Sarbanes-Oxley Act of 2002 and SAS 99.  It will address the impact of Sarbanes-Oxley on financial statement auditing and public accounting.  The following topics will be discussed: 

• Internal Control over Financial Reporting (Section 404)

• Disclosure Controls and Procedures

• Management’s Discussion and Analysis & Off-Balance Sheet Disclosures

• Real-Time Disclosures and Increased SEC Review of Periodic Reports

• Corporate Governance Standards

• The Audit Committee

• Codes of Conduct and Ethics

• Auditor Independence

• Public Company Accounting Oversight Board and its impact on the accounting profession

Case discussions will provide a challenging method of applying the course materials and allowing student interaction.  Valuable class participation goes beyond mere recitation of the case facts, but draws significant implication, makes conclusions, or recommends action from the facts presented.  Your participation should build on the comments of others.
GRADING:

Your grade is determined based on the following:

4 Group Assignments - 25%

Class Participation - 10%

Midterm - 30%

Final exam - 35%

Exams will be closed book, closed notes. Make-up exams will not be given.

Groups: The following 4 assignments are to be completed in groups of 2 students.  Each student should read the information in advance of the group meeting, then the 2 students should meet to write the assignment together.
Assignment #1. Enron Case    10% of grade  Due: Tuesday, April 17
Read: 1. Business Fairy Tales, Chapter 6,   2. Enron Case in Knapp book,   3. SEC financial statements,                 4. Congressional Report,   5. Watkins’s letter  (see page 155 of Fraud Examination text)

The assignment will be emailed to the class.

Assignment #2. Enron Case Part 2    5 % of grade  Due Thursday, April 26
Write an Epilogue for each of the following:  Enron, Enron employees and their pension plans (include one personal story), Arthur Anderson, Arthur Anderson partners and employees (include one personal story), Kenneth Lay, Jeffrey Skilling, Andrew Fastow.    Include the financial and personal loss of each.  Search on the Internet to complete this assignment.

Assignment #3. Sunbeam Case    5% of grade  Due: Thursday, May 10
Read: Business Fairy Tales, Chapter 2

The assignment will be emailed to the class.

Assignment #4. WorldCom Case    5% of grade  Due: Thursday, May 24
Read: Business Fairy Tales, Chapter 4

The assignment will be emailed to the class.

Impacted Class

This is an impacted class.  Any drop after the second week, if approved, will result in a “W” on the student’s transcript.

Instructor:

Julie Ann Gardner Treloar is a licensed C.P.A. in the State of California.  She has taught undergraduate courses in Beginning and Intermediate Accounting, Auditing, Managerial Accounting, Individual Taxation and Corporate and Partnership Taxation.  She has a tax practice primarily focusing on employee benefits tax returns.  She is also a tax and financial planner.  Her education includes an MBA from the Anderson School at UCLA, a Masters in Business Taxation (MBT) from the Leventhal School of Accounting at USC, a Certified Financial Planner (CFP) Certificate from UCI, a B.S. in Aerospace Engineering from Cal Poly, Pomona and an A.S. in Airframe and Aircraft Powerplant Maintenance Technology from Mt. San Antonio College.

	Week/

Day
	Topic
	Reading
	Assignment Due

	1/1
	Overview
	
	

	1/2

and

2/1
	The Nature of Fraud


	Fraud Examination, Chapter 1

Business Fairy Tales, Chapter 1
	

	2/2
	Who Commits Fraud and Why
	“Selected Articles” in Section V of Course Reader

Fraud Examination, Chapter 2
	

	3/1
	Movie: Smartest Guys in the Room
	Business Fairy Tales, Chapter 6
	Assignment #1 Enron Case 

	3/2
	Finish Movie &

Case Discussion:  Enron Case
	
	

	4/1
	Overview of the

 Sarbanes-Oxley Act of 2002
	Sarbanes-Oxley Act of 2002 in Section VI of Course Reader

&

Business Fairy Tales, Chapter 9
	

	4/2
	Guest Speaker
	
	Assignment #2 Enron Case part 2 

	5/1
	Professional Ethics
	GAO reports in Section VIII & IX of Course Reader 
	

	5/2
	Financial Statement Fraud
	Fraud Examination,  Chapter 11
	

	6/1
	Revenue and Inventory-Related Financial Statement Fraud
	Fraud Examination,  Chapter 12
	

	6/2
	Case Discussion: Sunbeam Case
	Business Fairy Tales, Chapter 2
	Assignment #3 Sunbeam Case 

	7/1
	Tuesday, May 15
	MIDTERM
	

	7/2
	Case Discussions: 

Xerox, Rite Aid, Adelphia, Fannie Mae
	Business Fairy Tales, Chapter 3, 5 and 7 & GAO Report Appendix in Section VIII & IX of Course Reader
	

	8/1
	Liability, Asset and Inadequate Disclosure Frauds

&

Fraud Against Organizations
	Fraud Examination, Chapter 13

&

Fraud Examination, Chapter 14
	

	8/2
	Case Discussion: WorldCom Case
	Business Fairy Tales, Chapter 4
	Assignment #4  WorldCom Case 

	9/1
	Fighting Fraud: An Overview

&

Preventing Fraud
	Fraud Examination, Chapter 3 

& 

Chapter 4
	

	9/2
	Sarbanes-Oxley Section 404, Management’s Report on Internal Controls over Financial Reporting
	Sarbanes-Oxley, Section 404
	

	10/1
	SAS 99 – Considerations of Fraud in a Financial Statement Audit
	Fraud Examination Appendix – page 641-647 and SAS 99 in Section VII of Course Reader
	

	10/2
	Fraud Detection: Recognizing the Symptoms of Fraud

& 

Proactive Approaches to Detecting Fraud
	Fraud Examination, Chapter 5 

& 

Chapter 6
	

	
	FINAL EXAM: 

Tuesday, June 12, 2012
3:00 PM - 6:00 PM
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