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Case Objectives and Use
This case was written for use in an auditing class at the undergraduate or graduate level.  It is intended for use at a point in the class when discussing issues related to the environment, risk assessment, systems, control activities and monitoring.  The case was written from interviews the authors had with the two whistleblowers in the case—Mike Alred and Mike Bean.  At the conclusion of the case, students should be able to identify internal controls that would assist an accountant in detecting the presence of fraud; discuss ethical dilemmas that corporate accountants and board members may face when a company’s executives are dishonest; examine the professional responsibilities of an accountant when conditions of fraud are suspected within the organization and the consequences of not reporting such suspect activities; and discuss possible adverse personal consequences corporate accountants and board members may face if they seek to reveal fraudulent activities in their organizations.

Case Synopsis
The critical decision in this case is whether or not Mike Alred, Executive Vice President, and Mike Bean, the Chief Financial Officer of Community Bank and Acting Chief Accounting Officer of Community Bancshares, should take their concerns about suspected fraud in their organization to someone external to the bank.  Over a period of months they had become suspicious about the stoppage in work done on three construction sites for branches of their bank.  They had also become aware of the fact that the construction company working on the branch banks was also performing work on the construction of a 22,000 square foot home for the Chairman and CEO of the bank.  In addition, Mike Bean was aware that over $700,000 had already been paid out to the construction company while all work had stopped on the branch sites.  Attempts to alert other board members and the State Department of Banking had been to no avail.  The decision faced by Alred and Bean was what they should do next and how they should proceed with the disclosure.  As these decisions were being made, they also were aware that their future employment at that bank and perhaps other banks was in grave jeopardy.

The authors developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation.  The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 27-29, 2005, in North Falmouth, MA.  All rights are reserved to the authors and NACRA.  ©2005 by Marlene M. Reed & Douglas L. Smith.  Contact person:  Douglas L. Smith, School of Business, Samford University, Birmingham, AL  35229, (205) 726-4014, dusmith@samford.edu
