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Session Objectives	



•  What is an Audit?	



•  What is Forensic Accounting?	



•  What is a “Forensic Audit”?	



•  How To Avoid One	



•  How To Prepare For One	
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Purpose of an Audit?	


Form a basis in which an auditor can opine that the 

financial statements that were subjected to the 
audit procedures were reasonably stated in 

conformity to a prescribed form and format, and 
were free of material misstatements. 
•  Not free of fraud	


•  Not that there is no fraud occurring	


•  Not every transaction reviewed	


•  Not every control evaluated	


•  Not every area audited	
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Traditional Audit	
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Traditional Audit	


•  Financial Statements	


•  GAGAS	


•  “Reasonable 

Assurance”	


•  Materiality	


•  Major Areas	


•  Understand Controls	


•  Risk Assessments	


•  Confirmations	


•  Sampling	


•  Audit evidence	
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Purpose of an Internal Audit?	



It depends on the internal audit being conducted 

•  Specific in nature	


•  Targeted area or concern 	


•  Compliance to policies and procedures	


•  May or may not be fraud related	


•  May or may not identify fraud	


•  Depends on the purpose of the audit	
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Forensic Accounting	



Forensic accounting is the application of 
investigative and analytical skills for the purpose of 
resolving financial issues in a manner that meets 
standards required by courts of law.  Forensic 
accountants apply special skills in accounting, 
auditing, finance, quantitative methods, certain 
areas of the law, research and investigative skills to 
collect, analyze and evaluate evidential matter and 
to interpret and communicate findings.	
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Forensic Accounting	



Financial forensics is the application of financial principals 
and theories to facts or hypotheses at issue in a legal dispute 
and consists of two primary functions:	



Litigation advisory services, which recognizes the role of 
the financial forensic professional as an expert or consultant	



Investigative services, which makes use of the financial 
forensic professional’s skills and may or may not lead to 
courtroom testimony	
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Forensic Accounting	



Financial forensics is the intersection of financial 
principals and the law and, therefore, applies the 
(1) technical skills of accounting, auditing, finance, 
quantitative methods, and certain areas of the law 
and research; (2) investigative skills for the 
collection, analysis, and evaluation of evidentiary 
matter; and (3) critical thinking to interpret and 
communicate the results of an investigation	
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Forensic Accounting	



Forensic accounting is the action of identifying, 
recording, settling, extracting, sorting, reporting, 
and verifying past financial data or other 
accounting activities for settling current or 
prospective legal disputes or using such past 
financial data for projecting future financial data to 
settle legal disputes	
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Forensic Accounting	



Forensic accounting is the use of 
accounting for legal purposes	
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Accountant Investigator 

Typical Fraud Examiner Skills Analysis	



Fraud Examiner	
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Accounting 

Investigations 

Interviewing 

Psychology 

Computer 
Savvy 

®	



Strategist 
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FOCUS OF THE CFF	



Source: AICPA	





Copyright 2013 Forensic Accounting Services, LLC All Rights Reserved	


Piecing Together Financial Puzzles ®	

   ®	



What is “Fraud”?	



A false representation of a matter of fact whether by 
words or by conduct, by false or misleading 

allegations, or by concealment of what should have 
been disclosed that deceives and is intended to 

deceive another so that the individual will act upon it to 
her or his legal injury. 
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What is “Fraud”?	



1. Wrongful or criminal deception intended to result 
in financial or personal gain. 

 
2. A person or thing intended to deceive others, 

typically by unjustifiably claiming or being 
credited with accomplishments or qualities.	





Copyright 2013 Forensic Accounting Services, LLC All Rights Reserved	


Piecing Together Financial Puzzles ®	

   ®	



What is “Fraud”?	



A form of white-collar crime where a person misappropriates 
the assets entrusted to him or her. In this type of fraud the 
assets are attained lawfully and the embezzler has the right 
to possess them, but the assets are then used for unintended 

purposes. Embezzlement is a breach of the fiduciary 
responsibilities placed upon a person. 

Fraud… in what context?	
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FOCUS OF THE CFF	



Source: AICPA	
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Financial Statement Matters	



•  For the Government	



•  For the Investors	



•  For a Lender 	



•  Defending an Auditor	



•  For an Insurance Claim 
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Embezzlement Matters	



•  For the Victim	



•  For the Prosecutor	



•  Filing Insurance Claim	



•  Defending the Suspect	



•  Reviewing Insurance Claim 
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Theft and Other Matters	



•  Inventory and/or Fixed Assets	



•  Employees	



•  Contractors	



•  Customers	



•  Suppliers & Vendors 
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Corruption	



•  Political Corruption	



•  Bribes	



•  Kickbacks	



•  Bid rigging	



•  Other Corruption 
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Matters Involving Technology	



•  Unauthorized Access - Internal	



•  Unauthorized Access - External	



•  Proprietary Information	



•  Intellectual Property	



•  HIPAA	



•  Privacy	
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Estate Matters	



•  Fraudulent Documents	



•  Fraudulent Transactions	



•  Fraudulent Filings	



•  Thefts of Assets	



•  Misuse/Theft of Funds	



•  Reconstructions 
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Fiduciary Matters	



•  Undue Stress, Duress or Influence	



•  Incapacity	



•  Forgery	



•  Misuse and Theft	



•  Reconstructions 
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Insurance Matters	


•  Fraudulent Application	



•  Staged / Fraudulent Acts	



•  Claim Submission	



•  Claim Review	



•  Fraudulent Documents	



•  Thefts	



•  Every Type of Insurance 
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Financial Institution Matters	



•  Account Opening Fraud	



•  Thefts from Accounts - Internal	



•  Thefts - External	



•  Loan Fraud	



•  Collateral Fraud	



•  Defaults 



Copyright 2013 Forensic Accounting Services, LLC All Rights Reserved	


Piecing Together Financial Puzzles ®	

   ®	



Creditor & Collection Matters	



•  Collections	



•  Pre-emptive Transfers	



•  Bust-out Schemes	



•  Hidden Assets	



•  Hidden Income Streams	



•  Bankruptcies 
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Tax Matters	



•  For the Government	



•  For the Taxpayer	



•  Litigation Matters	



•  Matrimonial Matters	



•  Probate Matters	



•  Others 
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Litigation Support Matters	



•  For the Plaintiff	



•  For the Defendant	



•  For the Court	



•  For the Receiver	



•  As the Receiver 
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Matrimonial Matters	



•  For the Plaintiff	



•  For the Defendant	



•  Mutually Retained	



•  Undisclosed Assets	



•  Undisclosed Income	



•  Valuation 
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Investment Matters	



•  For the Government	



•  For the Investors	



•  For the Insurance 	



•  For the Fund	



•  Defending Auditors	



•  Defending Charges 
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Real Estate Matters	


•  Loan / Application Fraud	



•  Appraisal Fraud	



•  Fraudulent Documents	



•  Fraudulent Transactions	



•  Flips / Churning	



•  Fees / Charges	



•  Defending Lenders 
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Property Matters	



•  Fraudulent Documents	



•  Forgeries	



•  Fraudulent Transactions	



•  Fraudulent Conveyance	



•  Related Parties	



•  Structuring 
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You Fill In The Blank	


I think my ____ has stolen from me.	



(Pick any one, or more than one)	


•  Lawyer	


•  Accountant	


•  Insurance Agent	


•  Broker	


•  Real Estate Agent	


•  Priest/Minister/Rabbi	


•  Relative	


•  Pretty Much Anyone/Everyone Else 
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Other Venues for Fraud	
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Session Objectives	



•  What is an Audit?	



•  What is Forensic Accounting?	



•  What is a “Forensic Audit”?	



•  How To Avoid One	



•  How To Prepare For One	
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Forensic Audit	



Fraud	

 Audit	



“Fraudit”	
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What is a Forensic Audit?	



It depends	


•  Proactive	


•  Reactive	


•  Systems	


•  Policies and Procedures	


•  Transactions	
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Forensic Audit	
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Forensic Audit	


•  Financial Statements	


•  GAGAS	


•  “Reasonable 

Assurance”	


•  Materiality	


•  Major Areas	


•  Understand Controls	


•  Risk Assessments	


•  Confirmations	


•  Sampling	


•  Audit evidence	



•  Targeted Area/Concern	


•  Consulting Oriented	


•  Prove is/is not Present	


•  Risk Assessment	


•  Identify all controls	


•  Identify vulnerabilities	


•  100% Coverage	


•  Third-party corroboration	


•  Identifying, securing 

evidence	


•  Resolution	





Copyright 2013 Forensic Accounting Services, LLC All Rights Reserved	


Piecing Together Financial Puzzles ®	

   ®	



Wasn’t Life Simpler?	
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Real property tax assessments	



Personal property tax assessments	



Tax Payments	



Vehicle property tax assessments	
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Registering Autos	
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Program Vulnerabilities	
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Out of state vehicles	



Real estate closings	



Other Tax Payments	



Tax sales / Sale of Liens	
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Special services (e.g. private duty police)	



Water and sewer assessments	



Other Payments	



Permits, fines, fees of all kinds	
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Cash	



Personal Check	



Charge card	



Postal Money Order	



Travelers Checks	



Money Order	



Payment Types	



Bank Check	
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In person	



By mail	



By phone 	



Wired funds	



At a bank	



On the Internet	



Payment Methods	



To a Marshal	

 Any other ways? 	
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What is the most common method 
for a theft?	
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What has become a popular form 
of theft by employees?	
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Look for “Voids”	



Monitor “adjustments” and credits	



Concealment	



Suspense List	



Review the aging, ensure all inclusive	



Look for any “changes” or corrections	
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Have A Plan	



What information will be needed?	


Who will be needed?	



When will it be completed?	



What space is available?	



What can we do to help?	
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Assemble Your Team	



Who will be the primary contact?	



What if they are not available – then who?	



Should the media call, who will be the point 
person to handle all inquiries?	



What do you tell the 
staff about the audit?	
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Questions? 

Fraud Prevention	


In The Context Of Tax Collection	
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Piecing Together 
Financial Puzzles®	
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Accounting	


Prerequisites	



Reading	


Writing	



Oral Communications	


Listening	



Observing	
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Objective	


Independent	



Honesty and Integrity	



Key Personal Attributes	



Fact Finder	


Detail Oriented	



An Advocate (for the truth)	
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Patient	


Desired Attributes	



Persistent	


Flexible	



Indifference to being 
lied to	




