	Sixteenth Annual Research Workshop on:

Artificial Intelligence and Emerging Technologies in Accounting, Auditing and Tax
Schedule with Abstracts


	Continental Breakfast and Introductions: 7:30-8:00

	Session 1: 8:00- 9:45 am

	Facilitating Information Retrieval from the Authoritative Accounting Literature: 
A Preliminary Consideration of the FASB’s Codification Structure

Ingrid E. Fisher, Ph.D., C.P.A., The University at Albany-SUNY,  Albany, NY USA, [i.fisher@albany.edu]

Abstract: Financial accounting standards (FAS), as currently drafted, lack a consistent and sound structural arrangement, which renders the standards incompatible with digital storage and retrieval methods. In addition, the standards are replete with redundant information that makes relevant information retrieval highly inefficient. Rapid expansion in the accounting knowledge base through increased standards promulgation, accompanied by both an increase in the complexity of the rules and in the fragmentation of their application caused by frequent standards’ amendment, renders the task of effectively and efficiently navigating this knowledge base a daunting one.  The Financial Accounting Standards Board (FASB) has acknowledged this problem and has attempted to address it through their project focused on the codification of the authoritative accounting literature. This work provides a consideration of the results of the codification project, as known to date, and offers suggestions to the FASB for the technical (XML-based) representation of the structure and meaning of the authoritative accounting literature that should enable improved information retrieval from the literature.

	Evolution in Accounting Language:  A Preliminary Examination of Accounting Pronouncements and Financial Statements
Margaret R. Garnsey, Ph.D., C.P.A., Siena College, School of Business, Loudonville, NY, USA, [Garnsey@siena.edu]
Ingrid E. Fisher, Ph.D., C.P.AThe University at Albany-SUNY, Albany, NY USA, [i.fisher@albany.edu]

Abstract: Accounting language evolves as the transactions and organizations it provides guidance for change.   We provide a preliminary analysis of terms used in official accounting pronouncements and annual corporate financial statements.  Initial results show statistical natural language processing techniques provide a means of identifying new terms as they enter the lexicon.  These techniques should be valuable in deriving a complete accounting lexicon as well as in constructing and maintaining an accounting thesaurus to support information retrieval.


	Coffee Break: 9:45-10:15

	Session 2: 10:15 - 11:45 noon

	Canadian Growth Stocks:  Are Their Earnings Easier to Forecast?  An Initial Investigation

Robert G. Biscontri,  University of Manitoba, Canada, [R_Biscontri@Umanitoba.ca]
Charles E. Mossman, University of Manitoba, Canada 

Joseph Cheng, University of Manitoba,  Canada 
Abstract: Earnings predictability has attracted considerable attention, with recent quantitative methods, there is a growing quantity and quality of affirmative empirical evidence.  Fundamental analysis, a traditional method used for prediction, is based on the view that stock prices deviate from their fundamental values and only slowly gravitate back toward these values.  Ou and Penman (1989a) demonstrated using US data that trading rules based on fundamental analysis could be used to predict earnings several years ahead, and these predictions could generate abnormal stock returns.  

Several studies followed Ou and Penman (1989a), some supporting its findings and some not.  However, many more recent studies have found predictability of earnings based on accounting data.  This paper, which uses Canadian company data, asks whether earnings predictability depends on the two broad types of company – growth or value.  These categories are selected based on company book to market ratios, as described by financial analysts.

Our findings suggest that besides its significance in earnings prediction, book to market ratio can be used to segment companies into growth companies that have higher earnings predictability than value companies where predictability is low.

	Continuous Auditing: Lessons from Two Decades of Putting Theory into Practice

Michael Alles, Rutgers University [alles@rbsmail.rutgers.edu]
Alexander Kogan, Rutgers University

Miklos A. Vasarhelyi, Rutgers University
Abstract: In the almost twenty years since the work reported by Vasarhelyi and Halper (1991) on their pioneering implementation of what has come to be known as Continuous Auditing (CA), the concept has increasingly moved from theory into practice. A 2006 survey by PricewaterhouseCoopers shows that half of all responding firms use some sort of CA techniques, and the majority of the rest plan to do so in the near future. What particularly distinguishes CA, apart from its increasing impact on auditing practice, is that it is one of the rare instances in which such a significant change was developed and led by the academic community. This record of academic leadership with CA stands in contrast to the all too familiar pattern in which academics catch up with innovations adopted by practitioners—or ignore them entirely, especially outside the classroom. In this paper we survey the state of CA and draw out the lessons from this decade and a half of research into the theory and practice of continuous auditing, to examine where this unique partnership between academics and auditors will take CA in the future. 

	Identity Document Credibility As An Heuristic For Potential Identity Fraud (A Research Proposal)

Kenneth R. Henry, PhD Candidate, Florida International University, [henryk@fiu.edu]
Ronald M. Lee, Florida International University, [R.Lee@fiu.edu]
Abstract: The primary purpose of this research is to specify and measure the components of credibility, as it relates to the documents issued by one organization, and reviewed by another as evidence of a person’s identity, in order to answer the questions of: (1) what makes these documents credible to the reviewing organizations; and (2) is this credibility measure a valid heuristic to predict the potential of identity fraud.

	Lunch 11:45 – 1:15 pm


	Session 3: 1:15 - 2:15 pm

	Accounting Systems as First Order Axiomatic Models: Consequences for Information Theory
Robert A. Nehmer, Oakland University, USA  [rnehmer@mindspring.com]
Abstract:  This paper addresses some of the issues in the comparison of information systems in an agency framework. A large body of work has been done in this area using utility analysis and relying on the results of Blackwell's "Comparison of Experiments" [1950]. As the title indicates, Blackwell's paper shows that if an experiment 'a' is a sufficient procedure for a different experiment 'b,' then 'a' is more informative than 'b.' Several topics are important in the present analysis. First, Blackwell's result lies in the domain of experimental procedure whereas an information system is, in a more practical sense, an extant structure generating outputs from inputs by a formalized system of rules. In fact, the analysis presented below considers information systems as equivalent to finite state grammars (FSGs), that is, as formally equivalent to the computerized languages used to construct information systems in the real world. Secondly, the matrix representation of information systems and especially the idea of state, and consequently signal, partitioning, does not address how signals are generated. This leaves open the question as to whether, in the context of information systems represented by FSGs, such a partitioning is possible. Thirdly, a communication structure through a monitoring system is shown to exist under the analysis presented below. This structure has certain properties that conform to theories in the organizational communication literature. Finally, what follows is, in effect, a reinterpretation of the problems of comparing information systems from a computer science and mathematical logic perspective. The results do not disprove the agency model as developed by the above authors, nor should they be interpreted as implying such.

	Testing Tailored Reports Using Process Focused and Object Focused Abstractions

Silvia Romero, Rutgers, The State University of New Jersey,  USA [sromero@pegasus.rutgers.edu]
Abstract:  Individuals with different cognitive characteristics benefit from information presented in different formats. While analytic individuals prefer to receive highly detailed information, heuristic individuals prefer to receive a big picture of reality. On-line providers of financial information have developed tools to facilitate access to charts; however, no effort has been made to facilitate access to information in text format. This study, which is in process, is intended to test if analytic investors benefit form knowledge organized in taxonomic abstractions, and if heuristic investors on the other hand, enhance their decision process from knowledge organized around business process abstractions.

	Coffee Break: 2:15 - 2:45 pm

	Session 4 2:45 – 3:15 pm

	Critical Success Factors for Implementation of Information Technology Subsystems of Integrated Audit Software by First Tier Accounting Firms 

Lori Zulauf, Slippery Rock University, USA, [zulauf@sru.edu]

Problem Statement: Huge investments in technology have been made by all the large Certified Public Accounting firms.  These information systems are not always effectively used by the auditors, which results in “best practices” not being followed.  This leaves the firms more vulnerable to lawsuits and censures by the SEC in a time where audit firms are under considerable scrutiny. (Professional relevance.)

Considerable research has been conducted in the information systems field to determine what contributes to the success of a system.  However, almost all existing research has addressed the features of a successful system.  Very little research exists examining unsuccessful systems or comparing successful systems to unsuccessful ones.  Also, existing literature has produced a large number of factors, with conflicting evidence of the most important success factors.  Information systems managers, information systems staff, user managers, and user staff produce a wide disparity of rankings of the importance of the success factors noted in existing literature. (Academic relevance.)

Thus, the problem that this research will address is what factors influence the success or failure of an audit information system in a large CPA firm. (Problem statement.)


	Evidential Reasoning for Sustainability Reporting Assurance Services

S. Sunita Rao, Ph.D. Student, The University of Kansas, Lawrence, USA, [ssrao@ku.edu]
Rajendra P. Srivastava, The University of Kansas, Lawrence, USA, [rsrivastava@ku.edu]

Abstract: Our study looks at two aspects of assurance services for sustainability reporting. The first deals with the type(s) of evidential networks that will allow a professional assurance provider to provide assurance. Here, we develop an evidential network model for “Sustainability Reporting Assurance,” a service being provided by many of the accounting firms and other experts around the world. Our model provides goals, sub-goals and evidence relevant to the overall assurance to be provided. In addition, it provides a coherent form and an organized approach to model interrelationships among assertions, sub-assertions and sub-sub-assertions and allows aggregation of evidence that may pertain to more than one goal or sub-goal. The aggregation of evidence and the resolution of uncertainties follow Dempster-Shafer theory of belief functions.

Next, we develop a model for the purpose of assurance planning and cost analysis. Our model will allow the assurance provider to plan an audit by estimating the overall cost of procedures to be undertaken and then minimizing the cost of the audit by focusing on those procedures that provide the needed assurance at a minimum expense. We illustrate the model by estimating costs at various levels of assurance and different scenarios that may be faced in practice.



	Short Break: 3:15 - 3:30 pm

	Session 5 3:30 – 5:00 pm

	A Measurement Theory Perspective on Business Measurement

T. J. Mock, University of Southern California, USA and U. of Maastricht

M. A. Vasarhelyi, Rutgers, The State University of New Jersey, USA
Silvia Romero, Rutgers, The State University of New Jersey, USA [sromero@pegasus.rutgers.edu]
Abstract: Over the last five centuries the traditional accounting model has been developed bringing into being a wide set of business practices and measurement conventions. These have served business well but are progressively losing relevance. This paper presents a wider frame of business representations and discusses business measurements under the frame of measurement theory.  The generic business measurement model includes three layers: 1) the disclosure value chain, 2) the point measurement of each datum, and 3) the level of desired contingency measurement. These three dimension are not however purely orthogonal.  The disclosure value chain includes: 1) environmental conditions, 2) business plans, 3) lead actions that are added to the current 4) business activities measurement as well as 5) consequent events.  The point measurement of each datum examines the assertion that measures are not deterministic but contingent on: 1) time, 2) the nature of the decision being supported, 3) the level of precision, 4) related future events, and 5) probability distribution. Two structures combining these parameters are presented.  The level of desired contingency measurement provides the option of measuring and discriminating uncertainties around the business process and its measurement.



	Opportunities for AI Development in the Accounting Domain: The Case for Tax Advising
Brigitte W. Muehlmann, Suffolk University,  USA [bmuehlmann@suffolk.edu]
Amelia A. Baldwin, University of Alabama at Huntsville, USA [amelia.baldwin@uah.edu]

Abstract:  This paper reviews the nature of tax tasks faced by tax accountants and the need for application of artificial intelligence technologies to the discipline.  The discussion includes current issues in taxation for which new AI development should be fruitful, such as tax advising.
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