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* The role played by forensic accountants in the
Investigation team.

* 6 common traps in forensic accounting to avoid .
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Role of forensic accountants in fraud
Investigations

|dentify modus operandi and misappropriations
Tracing flow of funds to the suspect or related parties
Net worth analysis eg Mainland v Szady

Expert in recovery proceedings, insurance claim
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Issue 1: Failure to integrate the accountant in
the investigation team

In our experience it is important for the accountant to work
closely with the investigator and computer forensic expert to
share knowledge and leverage skills
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Issue 2: A common failure is to involve the
accountant at a late stage of the investigation

The opportunity to pursue financial avenues of inquiry
and identify all defalcations is often lost if the victim

prematurely acts on a suspect fraud or delays financial
Investigations.



Issue 3: A common problem for the forensic
accountant is a lack of records

The forensic accountant is able to identify further suspects
and third party records that will enhance the prospects of
proof of the fraud and recovery.

These avenues are often neglected in an investigation as
legal action may be necessary.



Issue 4: Knowledge of the industry and client
systems is often essential

It is the case that an experienced forensic accountant
can investigate frauds in the majority of industries as
the methods used by suspects are relatively universal.

In the more complex industries however, the team
should include some industry expertise from past
assignments or technical assistance eg derivitives, IT
and intellectual property.



Issue 5: Inexperienced forensic accountants
often misunderstand the nature of fraud and
elements of proof.

Many fraud schemes are more than a simple
misappropriation of cash. Even cash frauds can be complex
In terms of the methods used to hide defalcations.

To establish fraud there must be more than mere suspicion,
heresay or some form of financial analysis which shows
there is a discrepancy. Some of the more difficult methods
Include kickbacks in industries such as property and
construction.



Issue 6: The “Blackhole Approach” is not
accepted but commonly applied

It is not uncommon for accounting systems and record
retention policies to be such that it is not possible for the fraud
losses to be directly quantified by each defalcation, ie there is
an unexplained discrepancy which cannot be explained.

It is usually the case that unless the deficiency can be identified
with precision and the conduct of the suspect linked directly to
the deficiency that the “blackhole” type claim will not succeed.
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Phone: (02) 9283 4825
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