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But First A little quiz...

Which of the following assets Is the most
often pilfered?

A. Cash

B. Accounts receivable
C. Inventory

D. Intellectual property

Source: Journal of Accountancy, May 2007
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ANSWER




Which of the following techniques is (are)
used to detect cash frauds?

A. Bank reconciliations

B. Review of cost trends

C. Investigation of consumer complaints
D. All of the above




ANSWER

D. All of the Above




Corruption payments usually begin with
cash and currency because they are less
obvious. However, eventually the
payments will be made with gifts and

favors.
True
False




ANSWER

B. FALSE




The type of companies LEAST susceptible
to financial statement fraud are:

. Startup companies

. Companies transitioning from fast growth
to slower growth

. Companies dealing with a period of
constant growth

. Companies struggling to maintain their
market position




ANSWER

C. Companies dealing with a period of
constant growth
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Which of the following audit steps would
be used In searching for a ghost
employee?

A. Compare a listing of current and former
employees to the payroll

B. Determine if all employees have executed
tax withholding forms

C. Verify the existence of the reported SSN
D. All of the above
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ANSWER

D. All of the Above
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In a bribery case, it Is enough to prove that
a thing of value was given. Itis not
necessary to prove that it was given with
the intent to influence the recelver.

A. True
B. False
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ANSWER

B. False




IS the crediting of one account through
the abstraction of money from another
account.

A. SKimming
. Lapping

. Rigging
. Padding
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ANSWER

B. Lapping




Jones Is a buyer for Smith & Co. He buys
exclusively from Brown despite the fact
that other suppliers are better and
cheaper. Jones has an undisclosed

Interest in Brown’s business. This
situation would be classified as :

A. Embezzlement B. Larceny
C. Conflict of Interest D. Bribery
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ANSWER

C. Conflict of Interest
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The criminologist responsible for the
hypothesis of the “fraud triangle” is:

A. Immanuel Kant
. Marshall B. Clinard

B
C. Donald R. Cressey
D. Jeremy Bentham
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ANSWER

C. Donald R. Cressey
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Theories of Fraud Causation
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Why Employees Steal

Percelvec
Opportunity

Fraud
Triangle

Non-Sharable Rationalization
problem




If you wanted to compare the amount
spent on various expenses relative to the
total expense amount, which of the
following techniques would you be most

likely to employ?
A. Horizontal analysis B. Vertical analysis
C. Reasonableness tests D. None of these
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ANSWER

B. Vertical analysis
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Why Is Govt. Fraud Committed?

The victim has no face

An endless flow of money

They waste my tax dollars anyway
Everybody else Is doing It

They owe It to me

The contract allows me to do it

It's EASY
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Where Is Govt. Fraud Likely

Payroll
Contracts
Grants
Recelvables
Payables
Assets
Information
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Crime statistics for
Fraud Against the

Government




Fraud and Abuse In Federal
Programs

August 2009

The Government Accountability Office
estimates that there are about $17 billion
of Improper Medicare payments each
year, including fraudulent and erroneous
overpayments to health care providers.
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Convictions for July
2007 all categories:

7,271




White Collar Crime
convictions for July 2007

538 (7%)




White Collar Crime convictions
for April 2008:

145




Is Fraud against the

Government Material?




Fraud charges...

11-1-2007 Director of a program at
Redstone Arsenal charged with receiving
$1.6 million in kickbacks involving
contracts with the U.S. Army Space and
Missile Command
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What iIs Government Fraud?

Procurement and Contractor Fraud
False Claims and False Statements
Medicare/Medicaid Fraud
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Procurement and Contractor Fraud

A group of Iinternational construction
companies defrauded the American
government out of tens of millions of

dollars earmarked for Egyptian water
projects undertaken as part of the
Camp David peace accords,
according to government officials and
court documents.
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"Although the construction work that is the
subject of this case was performed on
foreign shores, the U.S. government paid
the bill and the U.S. taxpayers were the

victims of the scheme," John M. Nannes,
acting assistant attorney general in charge
of the Justice Department's Antitrust
Division, said In a statement.
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Alabama Connection

According to court records in related civil cases,
the $3.4 million payment was made to an
unincorporated joint venture formed by Bill
Harbert International Construction, based in
Birmingham, and the J. A. Jones Construction
Company, a Charlotte, N.C., subsidiary of
Philipp Holzman A.G. of Frankfurt.

Philipp Holzman pleaded guilty to a criminal
complaint filed under seal last August. A
spokesman for Harbert did not return a
telephone call. (April 2001)
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$90 million judgment after trial against Harbert
International, Inc.; Bill Harbert International
Construction, Inc.; Bilhar International
Establishment f/k/a Harbert International
Establishment, a Liechtenstein company; and
Harbert Corporation. Harbert Construction

Services (U.K.) Ltd., a British company, and
Elmore Roy Anderson are also liable for portions
of the jJudgment. Following a seven-week trial, a
jury found the defendants liable for conspiracy to
rig bids on contracts to construct wastewater
treatment facilities in Cairo, Egypt.
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Never Forget This

All Public Officials In

Camelot are Corrupt!




What Is the False Claims Act
& Why Is it Important?
Under the False Claims Act, 31 U.S.C. 88

3729-3733, those who knowingly submit,
or cause another person or entity to

submit, false claims for payment of
government funds are liable for three
times the government’s damages plus civil
penalties of $5,500 to $11,000 per false

claim.
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False Claims and False Statements

Any person who— (1) knowingly presents, or
causes to be presented, to an officer or
employee of the United States Government or a
member of the Armed Forces of the United
States a false or fraudulent claim for payment or
approval;

(2) knowingly makes, uses, or causes to be
made or used, a false record or statement to get
a false or fraudulent claim paid or approved by
the Government;
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Medicare and Medicaid Fraud

Ambulance Case

Psychiatric Day Care




Has crime quit paying?

Among the Department’s most significant
settlements and judgments in fiscal year
2007 were: $328 million from Bristol-Myers
Squibb Company (BMS) and its generic
division, Apothecon, to resolve a broad
array of allegations involving illegal drug
pricing and marketing activities.
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$311 million from four manufacturers of
hip and knee surgical implant products—
Zimmer, Inc., Depuy Orthopedics, Inc.,

Biomet Inc., and Smith & Nephew, Inc.—to
settle claims that from at least 2002
through 2006 these companies used
consulting agreements with orthopedic
surgeons to induce the purchase of their
devices.
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$1.34 Billion in DOJ Fraud
Recoveries in FY 2008

The Department of Justice recovered
$1.34 billion in settlements and judgments
In FY 2008 from pursuing allegations of

fraud. More than $21 billion has been
recovered since 1986, when Congress
(thanks to Senator Grassley (R-1A))
substantially strengthened the civil False
Claims Act (FCA).
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Who makes the best investigators?

YOU DO

But there Is competition




SAY WHAT?

Data Center Consolidation and Virtualization:
_everaging Low Latency 10 Gigabit Ethernet

Date: Wednesday, December 05, 2007
Time: 9:00 am PT/12:00 pm ET
Duration: One Hour

nstant Reqistration
REGISTER First Name: LassstNNamee:
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COMPUTER FORENSICS

Data Recovery and Analysis
E-Malls

Correspondence
Photographs

Meta-data

Web-sites visited

Invoices and Documents
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Simple Hack
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Lets do a digital search warrant!

Sounds like fun, so lets look at

your crime scene...
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Where do you start?
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| NEED TWO
VOLUNTEERS

For this exercise you are a fraud
Investigator and you are going to do a

digital search for evidence of a fraud
against the government.

What do you take and why are you taking
it?
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Our two volunteers have just
entered the Digital Search

Twilight Zone!




Preparing for Litigation

You never know
when a case will
end up at the
courthouse

Conduct every
examination with
the assumption
that it will end In
litigation
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Introduction

Preparing a

case for litigation
starts the very
first day you
become aware
of facts that
could lead to a
fraud
examination
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Anticipation of Litigation

Many Investigators work under the
misapprehension that if you are only
looking to fire someone for misconduct,
you don’t have to be as careful as you
would If you are planning from the
beginning to refer the case for
prosecution.
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Anticipating Defenses

Had a legitimate motive for his or her
actions.

Did not alter documents.

Cooperated fully during the investigation
by providing information.

Told the truth honestly and completely to
the best of his knowledge.

Has never been accused of any previous
crime.

Did not personally gain from any alleged
fraudulent acts. 58 of 70




Possible Charges

Willful Negligence
Willful Blindness
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Attacking the Fraud Examiner

The examiner Is unqualified.

The examiner was unprofessional during
the examination

The examiner had a conflict of interest.
The examiner was harassing
“The Bad Guy”

60 of 70




Failure to Follow the
Standards of the Profession

The defendant’s attorney may try and
discredit you and the investigation by
trying to show that you failed to follow the
standards, best practices or professional

conduct rules set forth by the ACFE for
fraud examiners or other professional
bodies such as the AICPA, the IIA or state
accounting associations.
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Work
as the Case Progresses

Be Patien

Be Cooperative
Be Truthful

Be Helpful

Be Quiet




MindMap on Testifying




Conclusion

The things you do at the beginning of
the investigation, during the
Investigation, and throughout the

litigation process can determine how
successful a case will be.
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What does a White Collar

Criminal look like?




There are two people In the
next photograph that you
should recognize.

Who are they?
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Questions and Answers
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