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ADM 4342B
Final Exam

December 12, 2010
Instructor:  
B. La Rochelle, Ph.D. C.A.
Duration:
2 hours
Value:

35% of your final grade

Note to students:  This is a closed-book exam, containing 3 questions, worth 35  marks.  Apart from sundry writing materials (pens, pencils and the like), no examination aids are permitted.  
NAME:  __________________________________________

STUDENT #:  ________________________

	Statement of Academic Integrity

The School of Management does not condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind,  use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on the quiz, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device which has not been previously authorized in writing. 

Statement to be signed by the student:

I have read the text on academic integrity and I pledge not to have committed or attempted to commit academic fraud in this exam.

Signed:______________________________________  

Note:  An exam without this signed statement will not be graded and will receive a grade of zero. 


Note:  For all questions, you are encouraged to illustrate your answer through references to specific articles and examples discussed in class, including examples from class presentations.

Question 1
The following is an abstract (or article summary) from Pramanik, Kumar, Nikhil and Das, “Environmental accounting and reporting, with special reference to India” (2007):
In recent years, environmental pollution becomes so acute and the stakeholders’ awareness to the issue becomes so serious that environmental accounting has become a strong branch of accounting. Still, attention towards the style and recognition of environmental accounting is not a generalized one. Legal authorities, standard setting bodies and other regulators cannot come to a consensus regarding the conceptual framework of environmental accounting and its disclosure. Thus, such disclosure is not mandatory rather voluntary that has no specific style or format. With the passage of time, more guidelines are coming in customized format that may lead us to reach a common format for recognizing environment related data and disclosure thereof through financial statements. Still, such disclosure is guided by the social responsibility and commitment on the part of the entities that work as strong agents for polluting the environment. In this paper, the theoretical foundation of environmental accounting and reporting is discussed with special reference to India. More emphasis is given on environmental accounting and awareness for that as this is supposed to be the need of today.

Required (10 marks):

With reference to the course material, discuss the foregoing.  Incorporate references to relevant class presentations, if any.
Question 2
The following is extracted from the editorial, “Accounting failure”, published in the Financial Times of London on March 15, 2010:
…in the US…fear of litigation has led to a culture of box-ticking.   (Auditors) signed off on… transactions that pushed billions of dollars’ worth of … assets off-balance sheet , not because it believed they served a real commercial purpose, but because accounting rules allowed this. It focused on the form, not the substance, of the deals.

EDITOR’S CHOICE

It is easy to see how this has evolved. It is far easier for an accountancy firm to retain a lucrative relationship with its clients if it does not sit in judgment on their activities, but simply adheres to a set of blind rules. Auditors can more easily defend lawsuits when things do go wrong if a rule book can be appealed to. But this is precisely why the whole system is so frustrating from the investors’ perspective. The more rule-driven auditors are, the less valuable their work is as due diligence. 

It is unsustainable that auditors charge huge sums to produce reports that do not deliver the key facts to investors. But to do this requires auditors to exercise their judgment…. Moreover, they should have a robustly adversarial relationship with management. They are the servants of investors, not bosses.
Required (15 marks):

With reference to the course material, discuss the foregoing.  Incorporate references to relevant class presentations, if any.  How would your answer differ, if at all, if the title of the editorial were “Earnings Management”?

Question 3
The following is an extract from commentary by Michelle Crickett, “Do we need academic accounting research?” (October 21, 2010; Institute of Chartered Accountants of Scotland):

Many accountants would argue that academic accounting research is totally irrelevant to their daily working lives.  While we can all see the purpose of medical research leading to a new drug being developed or a cure for a disease, the value of accounting research can be harder to justify – what difference will it make and why should we be bothered?

There is a wide range of accounting research undertaken by academics across the globe.  Whilst some may not be of interest to a lot of CAs, there is work out there which is important to our profession and of interest but is not read.  I know that whilst I was still in practice the last thing I would have found time for was to read an academic journal - it was hard enough keeping up to date with all the new standards and changes in legislation.  

Independent academic research can contribute to policy development – after all, we all want policy changes to be based on hard evidence and academics can provide this.  
…So what is the problem and how can we close the gap between academia and the profession?…I think some of the problem is accessibility – academic journals are not the easiest read and can be quite long and full of jargon, with long time lags to publication.  A busy professional needs research to be written in an accessible manner which can be picked up easily.

Required (10 marks):

With reference to the course material, discuss the foregoing.  Incorporate references to relevant class presentations, if any.
