

Fraud Examination

ACTG 677

Spring 2005
INSTRUCTOR:


Dr. Robert C. Richardson, CPA 
Office:



526 Zane Showker Hall 

Office Phone:


540-568-6005 

Office Hours:


M 2:30-3:30, W 2:30-5:00, F 10:00-11:30, and by appointment.

Class Hours and Location:

Monday 4:00 - 6:30 p.m. Showker 243
Email Address:


richarrc@jmu.edu
Course Website:

https://blackboard.jmu.edu/
PREREQUISITE:
 
ACCT 410 or instructor approval.
REQUIRED TEXT:

Forensic and Investigative Accounting by Larry Crumbley, Lester E. Heitger, G. Stevenson Smith 
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YOUR OBJECTIVES:

· Comprehend the auditor’s responsibilities for detection of fraud 

· Know the laws under which fraud can be prosecuted.
· Learn theories as to why people commit fraud.  

· Learn how to collect and handle evidence. 

· Learn how to interview people.

· Recognize how to prevent and detect common management frauds.

· Recognize how to prevent and detect common employee frauds.

· Gain an awareness of consumer fraud.
· Apply investigative techniques.

· Understand the role of the audit committee and internal auditors

· Write reports that are clear, effective and grammatically sound. 

· Obtain a strong foundation for taking the CFE exam. 

PHILOSOPHY:

My philosophy of this class is similar to the relationship between management and the auditor.  Just as the manager has primary responsibility for the financial statements, you have primary responsibility for your education.  Similar to the auditor, my responsibility is to provide an opinion on your education.  If management takes little responsibility for the fairness of the financial statements, the audit process is painful and there is a reasonable chance that the auditor will not be able to detect material misstatements.  Similarly, if you try to escape this course with little understanding and no applicable skills, you will make OUR experience more painful and less rewarding.  In summary, you will get out of this class what you put into it.
ACADEMIC HONESTY: 

All aspects of the University's honor code apply to this course.  Notes, books, electronic media and similar means are not allowed to be used on exams.  By becoming a member of this class you are demonstrating an interest in a profession that is distinguished by its integrity and objectivity.  The instructor will strive to maintain these ideals at all times and the students will be expected to do the same. 

Projects exams that are to be turned in for a grade should not be  discussed with employers, potential employers, professors, or other students who are not currently enrolled in the course unless given  consent by the professor. 

A student or former student should not discuss any exams with students who have not taken the exam.   In addition, a student who has not taken an exam should not discuss that exam with a student that has taken the exam.  A discussion would include any verbal or nonverbal exchange concerning content and/or difficulty of the exam.  

	Grade 
	 Points 

	        A 
	     465-500.00 

	        A- 
	     450-464.99 

	        B+ 
	     435-449.99 

	        B 
	     415-434.99 

	        B- 
	     400-414.99 

	        C+ 
	     385-399.99 

	        C 
	     365-384.99 

	        C- 
	     350-365.99 

	        D 
	     300-349.99

	        F
	     Below 300 


 GRADES: 

	Exam I 
	  100 pts.

	 Exam II 
	  100  

	 Alchemy, Inc. Project
	  100

	 Specialty Area
	  100 

	 Class Contribution
	  100

	 Professional Behavior (0 to negative  500pts)
	       ?

	 Total Possible
	  500 pts.

	* Indicates potential bonus points that may be awarded for exceptional performance


EXAMS:

Exams will be given as scheduled on Wednesday nights!  Schedule potential interviews and work schedules accordingly.  The final exam will be given during the University scheduled time.  MAKE-UP EXAMS WILL NOT BE GIVEN unless you have a death in family or a significant illness and the instructor gives approval prior to the exam.    Any conflicts with exam times must be noted in writing during the first week of class. 

Exams will include multiple-choice questions, short-answer and essay questions.  The multiple-choice questions will be similar to questions one might encounter on the Association of Certified Fraud Examiners’ Exam.    

ALCHEMY, INC. PROJECT:
This will involve four deliverables.  
1) Alchemy Walkthrough Plan 

2) Alchemy Conclusion about mgt.’s anti fraud program 

3) Alchemy Audit Committee Communication

4) Alchemy Control Matrix.

SPECIALTY AREAS:
You can select a topic that interests you to examine in depth.  This will be on a first come first serve basis.  Please do not feel restricted to this list, but do feel obligated to get your topic approved first.  You will be graded on the extent of your research and the quality of your writing and presentation.  Write your project for the other students in the class (i.e., it should be educational).  I will solicit feedback from students on your presentations, but the final grade assignment will be my responsibility.
A list of potential topics follows, but do not feel restricted:

Cash Schemes

HealthCare Fraud

Insurance Fraud

Investigative Discourse Analysis

Bankruptcy

Payment Schemes

Payroll Schemes

Finance Schemes

Cost Accounting Schemes

Benford’s Law and Numerical Analysis

CAATS

Criminology – Research Studies

Performing a background check

Public sources of information

Money Laundering

Consumer Fraud – Research Studies 

International Fraud

Advanced Financial Statement Fraud 

Location of Hidden Assets – Divorce Settlements

Location of Hidden Assets – Drug enforcement or Terrorism

I have additional ideas if you stop by my office. 
CLASS CONTRIBUTION:

Your grade will depend on your contribution to the success of this course.  I will evaluate this based on class discussion, interactions with students, interactions with guest speakers, and possibly quizzes.  I will also solicit feedback from other students as additional data in determining your grade. 
ALL PROJECTS:

The work you submit must be your own.  Any assistance must be pre-approved.  Late assignments will not be accepted. 
Mastering writing skills is an ongoing and important process.  Grammar and spelling will be graded on all cases/exercises.  If you anticipate problems in this area, please consider using the University Writing Resource Center  (413 Wilson Hall) - (540) 568-6967.  

Certain web sites address common errors in English.  Other web sites specifically support those individuals who use English as a second language.  Try the grammar lady if you have specific questions.  If you find these sites or others helpful, please let me know (richarrc@jmu.edu).  

PROFESSIONAL BEHAVIOR:

I am committed to promoting an environment where students can ask questions, learn, and get excited about the material and the profession.  Respect for your peers, guest speakers, and the instructor is an essential element of that environment.  If you ever feel that someone is being disrespectful of one of your peers or the professor, notify me and I will address the situation.  

It is difficult to get interested in the material when the people around you display poor attitudes towards academics and exhibit disrespectful behavior.  Apparent displays of poor attitude and/or disrespectful behavior, regardless of their intent, will not be tolerated.  In professional settings, determination of inappropriate behaviors is completely up to your employer’s judgment.  In this class, it is completely up to my judgment.  Tone of voice, facial expressions, and prior interactions are some of the factors that I will use in my judgment.  Ignorance (e.g., “I didn’t know”) is no defense.   

The following is a sample of inappropriate behaviors:



Reading the newspaper during class



Being persistently late to class or after the instructor has warned you not to.


Refusal to comply with reasonable instructor directions  



Persistent arguing/questioning concerning exams or grades

  

Directing insulting language or gestures or language to a fellow student or instructor 

 

Persistent sleeping in class



Distractive talking or whispering



Rolling your eyes when assignments are handed out  



Cell phone usage



Audio or video recording of classroom activities without the permission of the instructor



After being absent or late, asking the instructor if you missed anything important

Do not try to “show up” the professor or another student.  I believe that anyone who attempts to do so will succeed. I also believe that it is extremely disrespectful. 

I do not expect professional behavior to be a problem, but if it is, your grade will be adjusted downward at my discretion.  Extreme offenses will result in dismissal from the class with an "F" for a grade.

Cell phones or pagers that ring during exams will result in the loss of a point for every ring.  If for some reason (e.g., medical or other) you need to have a cell phone on during the exam, you must notify me prior to that exam. 

ATTENDANCE:

Perfect and punctual attendance is expected.  You will be responsible for all material missed during an absence (e.g., lecture content, course schedule changes, exam content, etc.).  If you miss three classes for any reason, the instructor has the right to drop your final grade one letter grade.  For each absence after the third, the instructor reserves the right to drop your final grade an additional letter grade. 

SPECIAL NEEDS:

The Office of Disability Services provides academic support services to students with a wide variety of disabilities.  If there are special circumstances that I need to be aware of, please let me know as soon as possible so that I can provide you with an equal opportunity to fully participate in the educational experience of James Madison University.  

	Week
	Topic
	   Reading
	Speaker
	Homework/Exercises

	1/10
	Course Introduction - Consumer Fraud

“Investment Swindles and Con Schemes”
	
	
	

	1/17
	MLK Day
	Chapters 1 & 2
	
	Chapter 1:  1, 2, 7, 12, 19, 20, 21, 22, 25 26, 30

Chapter 2:  3, 4, 5, 6, 7, 10, 11, 13, 15, 21

	1/24
	Telling the truth about damned lies and statistics. The Chronicle of Higher Education, May 4, 2001 v47 i34 pB7(3)  Joel Best. 

2004 ACFE Report to the Nation
KPMG Fraud Survey (pages 1-9 of pdf file)

Employee Fraud
	Chapter  5 

Read linked articles
	Dick Bunce

robunce@vcu.edu
	TBA

	1/31
	Fraudulent Financial Reporting
	Chapter 3 & 4
	Gary Martin 
	TBA 

	2/7
	Indirect Methods of Reconstructing Income
Student Presentation
	Chapter 6
	TBA
	TBA 

	2/14
	Money Laundering and Transnational Financial Flows
Student Presentation
	Chapter  7
	TBA
	TBA

	2/21
	Litigation Services Provided by Accountants
Student Presentation 
	Chapter 8
	TBA
	Alchemy Walkthrough Plan

	2/28
	MidTerm Exam #1 - Regularly scheduled time 
	
	
	

	3/7
	SPRING BREAK
	
	
	

	3/14
	Proper Evidence Management
Student Presentation 
	Chapter 9 
	TBA
	TBA

	3/21
	Commercial Damages
Student Presentation 
	Chapter 10
	TBA


	Alchemy Conclusion about mgt.’s anti fraud program
TBA

	3/28
	Litigation Support in Special Situations
Student Presentation 
	Chapter 11
	TBA
	Alchemy Audit Committee communication
TBA

	4/4
	Internet Forensic Analysis:  Profiling the Cybercriminal
Student Presentation 
	Chapter 12
	TBA
	Alchemy Control Matrix
TBA

	4/11
	Cybercrime Management:  Legal Issues

Student Presentations - TBA
	Chapter 13
	
	TBA

	4/18
	Cybercrime Loss Valuations

Student Presentations - TBA
	Chapter 14
	
	TBA

	4/25
	Business Valuations

Student Presentations - TBA
	Chapter 15
	
	TBA

	5/4
	Final Exam    1:30-3:30 p.m.
	
	
	





� I am deeply indebted to the Association of Certified Fraud Examiners, Tim Louwers, Jack Robertson, and Thomas Buckhoff for their ideas and/or materials in the course.






