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Instructional Case: 419 ABSTRACT: The recent environmental movement in the U.S. has led to de-

Instructional Case mands for increased corporate accountability for toxic wastes and increased

Instructional Case: 443 oversight of corporate reporting by the SEC. This case examines the reporting

and ethical dimensions of accounting for contingent environmental liabilities. We
discuss the need for ethical or moral reasoning in accounting in (general and the
financial reporting of environmental liabilities in particular. The case employs a
moral reasoning model adapted from one used in the training of accountants at

~ Choose Another Issue

[  major interational accounting firm. Using the case study approach provides
students an opportunity to acquire the necessary technical expertise and helps
1036 develop moral reasoning skils. Although many U.S. corporations have signifi-

cant unreported potential environmental labiltes, accounting textbooks currently
provide surprisingly little coverage of environmental liabilites. Therefore, this
case may also be a particularly useful supplement in intermediate accounting
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ARIETTA Nolan, chief finan-
cial officer (CFO) of Wills, Inc.,
has worked at Willis for many
years and helped it grow from a moder-
ate leasing operation to a sizable corpo-
ration with subsidiaries in several indus-
tries. She is now close to retirement and
has accumulated a significant invest-
‘ment in stock options on Willis at favor-
able prices. At a recent social gathering,
she discovered that the Environmental
Protection Agency (EPA) had informed
alocal manufacturer that it was investi-
gating an abandoned hazardous waste
site previously used by the company. In
the ensuing discussion, she leamed that
the site investigation process and poten-
tial subsequent cleanup process was
fraught with uncertainty.
Since the chief executive officer
(CEO) of the local manufacturer was an
old friend, she later called him to see

th&EbscoContent=dGlyMNL0SeqkddyNfsOLCmi02ep7SsKadSbaWxWXS&ContentCustomer=dGlyMOzBorjset55%2BSSefHm

‘how he was handling the potential en-
vironmental cleanup uncertainty. He told
her that his company had deposited one
of the byproducts of its production pro-
cess, a toxic chemical, in a legal landfill
in the 1970s. They had always used a
licensed waste hauler and complied with
all waste treatment and disposal re-
quirements. He had been surprised to
find that the liability imposed under fed-
eral environmental regulations is strict,
that is, can be imposed without regard
to fault. Further, the liability for the
cleanup costs is joint and several, so it
‘was possible that his firm would have
to bear the bulk of the remediation costs
for the site, even though its contribution
of waste to the site was small. He stated
that he was currently gathering all the

Gail Eynon and Kevin Stevens are both
at DePaul University.
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