AAA (American Accounting
Association), 89
Academic degrees, 285
Accidental discovery, 13
Accounting, 212-218
bank reconciliation in, 214-215
expenditures cycle in, 213-214
general ledger, 215-218
payroll cycle in, 189
purchases cycle in, 188
revenue cycle in, 212-213
sales cycle in, 188
and segregation of duties, 218
Accounting cycles, 187-189
Accounting information systems,
211-230
and accounting concepts,
212-218
and audit trail, 229-230
and cash path, 218
computerized, 218-219
hardware for, 224-226
key personnel for, 219-224
media storage for; 227-229
software for, 226-227
Accounting systen:s, computerized,
218-219
ACFE, see Association of Certified
Fraud Examiners
ACFE fraud model, 29. See also
Fraud tree
ACEFEI see American College of
Forensic Examiners
ACL (software), 163-165, 168-173
ACL Services Ltd., 163
Active Audit, 161, 163
Active Data, 161, 163
Adelphia, 39, 110
Administrators, system, 221-222
Admissibility of expert witness
testimony, 258-262

Index

Admissions, 310-313
AICPA, see American Institute of
Certified Public Accountants
Albrecht, Steve, 28, 29
Altered payee scheme, 118
American Accounting Association
(AAA), 89
American College of Ferensic
Examiners A_FEI), 68, 72
American Institute 'of Certified Public
Accountants (AICPA), 40, 41,
62,76,77, 81, 85, 86, 89, 91,
9299, 126, 192
American Jurisprudence, 83-84
Andrew J. Whelan, et al. v. Tyler Adell,
etal., 260
Anomalies, 53, 148-149
Anonymous tips, 13, 176
Area of competence (of expert
witness), 296-297
Arthur Andersen, 39, 91
AS, see Audit Standards
Assets:
cost-feasible protection of, 19
improper valuation of, 111,
133-134
Asset misappropriation, 21, 28,
113-122
cash, 114-120
characteristics of, 65
conditions for, 65-66
definition of, 113
fraud detection methods for,
130-131, 135-147
frequency of, 103
internal auditor’s responsibility for
detecting, 107
inventory/other assets, 120-122
red flags for, 127-129, 135-147
and size of company, 105
size of fraud in, 103
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Association of Certified Fraud
Examiners (ACFE), ix, 4, 10,
12,13, 18, 28, 33, 63, 68, 71,
99-102, 126, 159, 180

Audimation Services Inc., 163

Audits:

periodic, 185
regular, 184-185
surprise, 177, 185
Audit committees, 42
Auditing:
financial, see Financial auditing
fraud, see Fraud auditing

Auditors:

independence of, 42

mind-set of, 39, 42-43, 71

responsibility of, 80-82, 106-107

Auditor liability, 75-96

Mark Beasley’s research on SEC
fraud cases, 91-92

Financial Fraud Detection and
Disclosure Act, 85-89

Foreign Corrupt Practices Act,
82-83

history of, 78-80

increased, 77-78

legal, 83-85

and Arthur Levitt, 91

and responsibility of auditor, 26-52

SAS No. 99 and SOX, 92-93

Treadway Commissior /&SSO,
89-91

Audit Standards (AS), 81

No. 2,42, 191-192; 208

No. 3, 42

Audit trail, 229-230

Authentication, 250

Authorization, 250

Authorized maker scheme, 118-119

Background checks, 186
Bacon, Francis, 112

Banking industry, 207, 208
Bank reconciliation, 214-215
Barnum, P. T., 1

Bearing, professional, 292
Beasley, Mark, 91-92
Benefactors of fraud, 104
Benford’s law, 171-173

Bias, 275-276

Bid rigging, 112

Billing schemes, 115-116, 137-141
nonaccomplice-vendor, 139-140
pass-through vendor, 138-139
personal-purchases, 140-141
red flags/detection methods for,

137-141

shell-company, 137-138

Biometrics, 250, 251

Black, Hillel, 7

Blackmail, 247

Board of directors, 42

Body of knowledge, 56-58

Bologna--Lindquist fraud model, 29

Brainstorming, 197

Bribery, 21, 22, 104, 112, 135

Bubble Act (1720), 26

Business owners. 2.2

Business process=s; 206

CAATs, s2e Computer-assisted audit
teols
Cai'-hack systems, 250-251
Cast path, 218
Czsh schemes, 114-120
in banking industry, 207
billing, 115-116, 137-141
check tampering, 117-119
expense reimbursement, 117
fraudulent disbursements,
114-115
larceny, 114, 136
payroll, 116-117, 141-147
receivables lapping, 120
red flags/detection methods for,
136-147
register disbursement, 119
skimming, 119-120
CD Universe, 307
Cell phones, 307
Center for Financial Research &
Analysis, 166
Central processing units (CPUs),
225-226
CEO:s, see Chief executive officers
CERT (Computer Emergency
Response Team), 244
Certifications:
of financial statements, 41
professional, 71-72, 284-285
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Certified Forensic Accounting (Cr.FA),
72
Certified Fraud Examiners (CFEs), 13,
71
Certified Public Accountants (CPAs), 37
CFEs, see Certified Fraud Examiners
CFOs, see Chief financial officers
Chain of custody, 304-305, 308
Change control, 222
Chartered Accountants, 37
Cheaters, 14-15
Checklists (for fraud risk assessment),
198-207
Check schemes, concealed, 118
Check-signing authority, 118-119
Check-tampering schemes, 117-119,
144, 188
Check 21 rules, 144
Chief executive officers (CEQOs), 41,
101, 182
Chief financial officers (CFOs), 41,
101, 107, 182
Circumstantial evidence, 304
Civil fraud, 20
Cohen Commission, 86
Collusion, 64
Columbo (fictional character), 73
Commission on Critical Infrastructui=
Protection, 245
Commission scheme, 117
Committee of Sponsoring
Organizations (COS0O), 11, 12,
40, 89, 191
Communication(s):
in COSO Modcl, 90
of ethics/fraud policy, 181
privileged, 309-310
Communications devices, 226
Communications skills, 293-294
Company:
fraud for/against, 20-21, 27-28, 104
size of, 105, 187
Company culture, 121, 181
Company policies, 17
Competence:
of evidence, 301-302
expert witness’ area of, 296-297
Complaints, 13
Computers, rules of evidence related
to, 305-308

Computer-assisted audit tools
(CAATs), ix, 155-174
benefits of, 156-158
and fraud audit plan, 168-173
issues with fraud and, 158-159
methodology of, 164-165
need for, 159-161
and red flags, 165-167
sample, 161-164
structured approach of, 168
Computer Associates, 163
Computer Emergency Response Team
(CERT), 244
Computer hardware, 218-219, 224-226
Computerized accounting systems,
218-219
Computer operators’ 224
Computer-related traud, 231-252
categories in, 233-239
and conceantrated data, 241-242
and connectivity, 240-241
finaricial, 239-240
Listory/evolution of, 233-236
ana information security, 242-245
Internet, 245-251
MOMM theory of, 236-238
nature of, 232
and positions of trust, 242
and value of stored data, 233
Computer Security Institute, 242
Computer software, 160, 219, 226-227
Concealed check scheme, 118
Concealed liabilities, 109-110, 133
Concentrated data, 241-242
Confessions, 310-313
Conflicts of interest, 111, 134-135
Connectivity, 240-241
Consultancies, 287-288
Consumer fraud, 20
Continuing education, 286
Controls. See also Prevention and
control of fraud
balanced perspective on, 19
InfoSec, 249-251
Control activities and procedures, 90
Control environment, 90
Controls assessment, 206
Cooper, Cynthia, 64, 107
Corporate environment, 18-19,
192-195
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Corporate fraud, 2, 36-37
Corporate governance, 56, 182-183
Corporate investigations, 44—45
Corruption, 28, 108, 111-113
bribery, 112, 135
conflicts of interest, 111, 134-135
economic extortion, 113, 135
fraud detection methods for,
134-135
illegal gratuities, 112-113
motivations for, 104
red flags/detection methods for,
135-136
COSO, see Committee of Sponsoring
Organizations
COSO Landmark Study, 182
COSO Model, 40, 42, 89-91, 93
Costs of fraud, ix, 13, 33, 105
Cost-feasible protection of assets, 19
Court-appointed expert witnesses,
256-257
CPAs (Certified Public Accountants), 37
CPUs, see Central processing units
Crackers, 246
Crazy Eddie fraud, 119
Credentials of expert witness, 261,
283-290
academic degrees, 285
previous similar experience, 28%-289
professional associations, 26%
professional licensure/certitication/
registration, 284--285
sole access to priviliged
informaticnasfacts, 289-290
teaching/consuitancies, 287-288
training/continuing education, 286
writings/publications, 286-287
Credibility of witness, 264-265, 304
Cressey, Donald R., 7-10, 71, 104
Cr.FA (Certified Forensic Accounting),
72
Crime, Law, and Society (Frank E.
Hartung), 7
Criminal behavior, 7, 8
Criminal fraud, 1-2, 20, 33-34
Criminal intent, 245-246
Criminal matters, 45
Cross-examination, 271-277
Crumbley, Larry, 37, 261, 277
Customers, fraud by, 27
Cybercrimes, 247-249

Daniel v. United States, 266-267
Data:
concentrated, 241-242
value of stored, 233
Database software, 162
Data mining software (DMS), 163-164
Data preparation equipment, 225
Data transactions:
classification of, 150-152
volume of, 158-159
Datawatch, 163
Daubert v. Merrell Dow
Pharmaceuticals Inc., 259-262
Deceivers, 14-15
Deception, 3
Deductive logic, 67
Demeanor, professicaal, 292
Denial of service (oS ) attacks, 246-248
Detection:
fraud, see5roud detection methods
perceptian of, 175-178
Detective approach, 179
Diiferertal association, 7
Direct evidence, 304
Direct examination, 270-271
Directive approach, 178-179
Disbursement schemes:
billing, 115-116
check tampering, 117-119
expense reimbursement, 117
fraudulent, 114-119, 239
payroll, 116-117
register, 119
Disclosure(s):
of facts/data underlying expert
opinion, 256
inadequate, 110-111, 133
DMS, see Data mining software
Documentation:
of risk assessment, 196-198
SAS No. 99 requirements for, 41
DoS attacks, see Denial of service
attacks

Economic extortion, 113, 135

Economic motivation, 57, 104, 236

EDP (electronic data processing), 83

Egocentric motivation, 57, 237

Egyptians, ancient, 35

EIN, see Employer Identification
Number
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Electronic data processing (EDP), 83
E-mail, 228, 248-249, 306
Embezzlement, 3, 207, 208
Emotional motivation, 57, 58, 104
Employee(s):
average cost of fraud per, 105
fraud by, 18, 28
ghost, 116-117, 141-143, 189
as security risks, 244
trust among, 19
trustworthiness of, 218
Employee Retirement Income Security
Act (ERISA), 40
Employer Identification Number
(EIN), 137, 162, 166
Endorsement scheme, forged, 118
End users, 222
Enforcement, 178
Enron, 39, 92, 103, 109, 110, 182
Entities, separate, 205
Environment:
for computer-related crime, 238
control, 90
corporate, 18-19, 192-195
prevention, 180
Equity Funding, 109, 171-172, 234-235
Ethics policies, 178, 180-181
Evidence:
primary, 302-303
qualification/admissibility o1
accounting, 265-2.67
rules of, see Rules of evidence
secondary, 309
Evidence gathering, 229--313
admissions/confessions, 310-313
chain of custody, 304-305
computer/technology issues, 305-308
in fraud investigation, 54
hearsay exceptions, 303-304
privileged communications, 309-310
rules of evidence, 299-303
secondary, 309
Executive compensation, 239-240
Expenditures cycle, 213-214
Expense reimbursement schemes, 117
Experience, previous, 288-289
Expert witness(es), 255-281
admissibility of testimony of, 258-262
court-appointed, 256-257
as credible witnesses, 264-265
effective profile of, 263

and evidence, 265-267
illustration of trial use of, 279-281
on litigation team, 267
pretestimony activities of, 267-269
qualifications of, 262-263
role of forensic accountant as,
255-258
survival techniques for, 277-278
at trial, 269-278
Expert-witness selection, 283-297
credentials, 283-290
distinguishing actual area of
competence, 296-297
personal qualities, 290-294
sources for locating, 294-296
External auditors:
corruption frauds.audited by, 108
and fraud risk assessment, 208-209
External audits, 13
External fraid, 21-22
Extortior. ecorromic, 113, 135

Fails. Albert, 112

Filse refunds, 119, 188

False voids, 119, 188

ralsified wages, 117, 143

Fannie Mae, 39

FASB, see Financial Accounting
Standards Board

Fastow, Andrew, 110

FBI, see Federal Bureau of
Investigation

FCPA, see Foreign Corrupt Practices Act

Federal Bureau of Investigation (FBI),
33, 60, 242, 307

Federal Income Tax Law (1913), 68

Federal Rules of Evidence (Rule 702)
(1975), 258-260, 262

Federal Trade Commission (FTC), 40

Fees, witness, 276

FEI (Financial Executives
International), 89

Fictitious revenues, 109, 132-133

Financial Accounting Standards Board
(FASB), 77, 78

Financial auditing, 4, 63-66

Financial auditors, 106-107

Financial computer-related fraud,
239-240

Financial Executives International
(FEI), 89
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Financial Fraud Detection and
Disclosure Act (1986), 85-89
Financial statements, certification
of, 41
Financial statement audits, 41
Financial statement fraud, 28, 29,
108-111
asset valuation, improper, 111,
133-134
disclosures, inadequate, 110-111, 133
fictitious revenues, 109, 132-133
fraud detection methods for, 130,
131-134
frequency of, 103
liabilities, concealed, 109-110, 133
motivations for, 103-104
red flags/detection methods for, 129,
131-134
role of financial auditors with,
106-107
size of, 101, 103
and size of company, 105
timing differences, 108-109, 132
Financing, risk, 207, 208
“Fingerprints,” computer, 306
Fingerprint scanners, 251
Flesher, Dale, 38
Flesher, Tonya, 38
Foreign Corrupt Practices Act (FC.PA)
(1977), 40, 82-83
Forensic accountants, 4,5
as expert witnesses, 255-258
qualifications of, 262-263
Forensic accountirg, 43 43-52
applications foi; 44-45
definition of, 44
skills/abilities’lknowledge needed for,
46-52
Forged endorsement scheme, 118
Forged maker scheme, 118
France, 37
Fraud. See also specific types, e.g.:
Management fraud
and auditing, 3-6
categorizing, 25-29
classic research on, 6-8
consumer vs. investor, 19-20
costs of, ix, 13, 33, 105
as crime, 1-2
criminal vs. civil, 20
definitions of, 1-3

discovery of, 33
evolution of typical, 28-31
for/against company, 20-21, 27-28
frequency of, 103
insider, 235, 26
internal vs. external, 21-22
management vs. nonmanagement, 22
outsider, 25, 27
rationalizations for, 7
scope of, 12-13
size of, 101, 103
synonyms for, 23-24
and theft/embezzlement, 3
as tort, 2
victims of, 18-19, 105
Fraud accounting:
applications for, €1
financial audit vs., 63-66
principles of, &1:-62
Fraud assessment, 41
Fraud aud.ts. periodic, 185
Fraud audning, 3-4, 55-71
d=finition of, 55
skiils/abilities/lknowledge needed for,
56-60
Fraud auditors, 4, 5
thinking like, 66-68
training for, 68-71
Fraud audit plan, 168-173
Fraud detection methods, 125-153
for asset misappropriation,
130-131, 135-147
for corruption, 134-135
for financial statement fraud, 130-134
general, 130
model for, 147-152
Fraud detection model, 147-152
for aggregating/classifying
anomalies, 148-149
implications for audit procedures,
151-152
risk analysis, 150-151
Fraud examination, 4
Fraud examiners, see Forensic
accountants
Fraud investigation, 33-73
approaching the suspect in, 53
auditing in, 55-71
auditor’s mind-set for, 42-43
caveats about, 55
forensic accounting in, 43-52
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history of, 35-39
literature about, 40-42
professional
organizations/certifications
for, 71-72
steps in, 34, 54
Fraud psychology, 57
Fraud risk assessment, 90, 191-209
in banking industry, 207, 208
brainstorming for, 197
checklists for, 198-207
corporate environment factors in,
192-195
and external auditors, 208-209
frequency of, 197-198
internal factors in, 195-196
leaders for, 196
process of, 196-198
and risk financing, 207, 208
team for, 196-197
technical literature on, 191-192
Fraud schemes, 99-122
and ACFE fraud tree, 101-108
asset-misappropriation, 113-122
corruption, 111-113
financial-statement, 108-111
risk checklist for, 198, 204-207
Fraudsters, 14-18, 101
computer-related, 238-239
high-level vs. low-level, 18
Internet, 245-251
on-the-job, 15-17
variables influencing, '3
Fraud theory approaciy, 54
Fraud tree, 28, 99-108, 198, 204
asset misappropriation, 107
auditor responsibility, 106-107
benefactors of fraud, 104
characteristics of categories in, 100
corruption, 108
financial statement fraud, 106-107
fraudsters, 101
frequency of fraud, 103
materiality, 104
motivation, 103-104
size of fraud, 101, 103
size of victim company, 105
Fraud triangle, 8-11, 57
Fraud victims, 18-19
Frye v. United States, 258
FTC (Federal Trade Commission), 40

GAAP, see Generally accepted
accounting principles

GAAS, see Generally accepted auditing
standards

GAO, see General Accounting Office

Gartner, 244

GAS, see Generalized audit software

General Accounting Office (GAO),
61, 140

General Electric (GE), 233

General Electric Co. v. Joiner, 260

Generalized audit software (GAS),
160, 166

General ledger, 215-218

Generally accepted accounting
principles (GAAP), 6, 48, 76

Generally accepted auditing standards
(GAAS), 4.6,48, 63, 76, 85, 86

Ghost employee scheme, 116-117,
141-145,189

Gibson, Stave, 246

GLBA, sve Gramm-Leach-Bliley Act
(4999)

Gnha's, realistic, 183

Governance, corporate, see Corporate
governance

Government, 45

Gramm-Leach-Bliley Act (GLBA)
(1999), 40, 41

Gratuities, illegal, 112-113

Hackers, 245, 246

Harding, Warren G., 112

Hardware, computer, 218-219,
224-226

Hartung, Frank E., 7, 8

Health Insurance Portability and
Accountability Act (HIPAA)
(1996), 40, 41

HealthSouth, 39, 111

Hearsay, 302-304

HIPAA, see Health Insurance Portability
and Accountability Act

Honda America, 112

Hoyer v. United States, 265-266

Humor, 277

IDEA, 163
Identity theft, 247

Ideological motivation, 57, 236, 237
Idiosyncrasies (of expert witness), 294
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IIA, see Institute of Internal Auditors
Illegal gratuities, 112-113
IMA (Institute of Management
Accountants), 89
Impeachment, learned treatises for,
257-258
Independence, auditor, 91
Inductive logic, 67-68
Information Active, 161, 163
Information security (InfoSec), 242-245
Information systems, 90. See also
Accounting information systems
Information Systems Audit and
Control Association (ISACA),
69, 99, 126, 166, 192
Inherent risk, 206
Input crimes, computer-related, 238
Input devices, 225
Insider fraud, 25, 26, 104
Institute of Internal Auditors (ITA), 68,
84, 89, 99, 126,127,192
Institute of Management Accountants
(IMA), 89
Insull, Samuel, 38
Insurance approach, 180
Insurance claims, 33, 45
Integrity:
assumption of, 48
of expert witness, 290-291
Internal audits, 13
Internal auditors, 107, 108
Internal controls:
COSO Model of, 40, 29-91
detection via, 13
evaluation of, 41, 186-187
fraud opportunity through lack of, 11
Internal factors (for fraud), 195-196
Internal fraud, 21
Internal Revenue Act (1913), 40
Internal Revenue Service (IRS), 60
Internet-related fraud, 240, 245-251
blackmail, 247
criminal intent of, 245-246
denial of service attacks, 247-248
effective InfoSec controls for, 249-251
e-mail, 248-249
identity theft, 247
Interview skills, 49-52
Intuition, 60, 66—67
Inventory schemes, 120-122
Investigative approach, 179

Investigative intuition, 60

Investor fraud, 19-20

Invigilation, 145, 184

Irregularities and Illegal Acts (ISACA),
126-127, 166

IRS (Internal Revenue Service), 60

ISACA, see Information Systems Audit
and Control Association

Jaspan, Norman, 7

Key personnel, 219-224
administrators, 221-222
change control, 222
computer operators, 224
end users/business owners,
222-223
librarian, 224
management, 220
project managzement, 223
remote-usess; 224
secuiin, 220-221
Kicirhacks, 112
Kho wledge (to commit fraud), 10-11
KIMG, 28
KPMG fraud model, 29
KPMG Fraud Survey, 12-13, 63, 64,
103, 106
Kreuger, Ivar, 79-80
Kreuger & Toll, 38, 79
Kumbo Tire Company, Ltd. v. Patrick
Carmichael, 259-260

Labor-Management Reporting and
Disclosure Act, 40
Land fraud schemes, 35-36
Landmark Study on Fraud in Financial
Reporting (COSO), 12
Lapping scheme, 120, 188
Larceny, 3
cash, 114, 136
inventory, 121-122
and segregation of duties, 188
Law, John, 37
Leadership (of risk assessment), 196
Learned treatises for impeachment,
257-258
Legal liability, 83-85
Legislation, fraud, 40-42, 60,
85-89
Levitt, Arthur, 91, 92
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Liability(-ies):
auditor, see Auditor liability
concealed, 109-110, 133
legal, 83-85
Librarians, computer, 224
Licensure, professional, 284-285
Literature:
on fraud investigation, 40-42
on fraud risk assessment,
191-192
Litigation team, 45, 267
Logical relevancy, 303
Lying, Cheating and Stealing (Gwynn
Nettler), 14

Magnetic media, 228-229
Maker schemes, 118-119
Management, key personnel in, 220
Management fraud, 2, 18, 21, 22,
64-65, 107
Mandylion Research Labs, 250
Mannerisms (of expert witness), 294
Massachusetts Bay Company, 36
Materiality:
of evidence, 301
of fraud, 104, 106
and scope of fraud, 48
Media storage, 227-229
Meyer v. Sefton, 37
Michigan Supreme Court, 256--258
Microfilm, 229
Microsoft Access, 162, 163
Microsoft Excel, 162, 163
Mind-set, 39, 42-42. 7
Misappropriation ot assets, see Asset
misappropriation
Mississippi Company, 37
Misuse, 121
MOMM theory, 236-238
Monarch, 163
Monitoring, 90
Motivation (to commit fraud), 9-11,
57,103-104
Myopic vision, 274

National Insurance Crime Bureau, 33

Nettler, Gwynn, 14

Networks, 240-241

New York Stock Exchange, 79

Nonaccomplice-vendor billing
schemes, 116, 139-140

Observation approach, 179

Occupational Fraud and Abuse (Joe
Wells), 166, 207

“Qdds” method, 59

On-the-job fraud, 15-17

Operating systems (O/S), 226-227

Opinion on ultimate issue, 256

Opinion testimony, bases of, 256

Opportunity (to commit fraud),
10-11, 186

O/S (operating systems), 226-227

Other People’s Money (Donald R.
Cressey), 7

Output crimes, computer-related, 238

Output devices, 226

Outsider fraud, 25, 27, 65

Oxley, Michael G., 92

PanAudit, 163
Paper storage, 229
Parmalar, 119
Pass-thrcugh vendor billing schemes,
116, 138-139
Pisswords, 249-251
Payee scheme, altered, 118
P2ayment cycle, 217
Payroll cycle, 189
Payroll schemes, 116-117
ghost employee, 141-143
red flags/detection methods for,
141-147
skimming, 145-146
PCAOB, see Public Companies
Accounting Oversight Board
Peat Marwick Lindquist Holmes, 49
Pendulum swing, 80
Perception:
of accuracy, 81
of detection, 175-176
Periodic fraud audits, 185
Perry Mason (fictional character), 73
Personal purchases schemes, 116,
140-141
POB, see Post office box
Policies, company, 56, 178, 180-181,
243-244
Ponzi, Charles, 38
Positions of trust, 242
Post office box (POB), 137, 141, 147,
148,150, 166
Predication, 54
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“Presence” (of expert witness), 293
Pressure (to commit fraud), 9-10
Pretestimony activities, 267-269
Prevention and control of fraud,
175-190
and accounting cycles, 187-189
with anonymous tips, 176
with background checks, 186
classic approaches to, 178-180
with corporate governance, 182-183
with environment, 180
with internal controls, 186-187
invigilation, 184
and perception of detection, 175-176
with periodic fraud audits, 185
with policies/procedures, 180-181
with prosecution, 177-178
with realistic goals, 183
with regular audits, 184-185
with surprise audits, 177, 185
with surveillance, 176, 184
with tone at the top, 182
Preventive approach, 179
Primary evidence, 302-303
Privileged communications, 309-310
Privileged information or facts, 289-290
Procedures, company, 180-181
Processing crimes, computer-related. 238
Professional associations, 288
Professional bearing/demeanor, 292
Professionalism, 80-81
Professional judgment, 60
Professional licensure; 284-285
Professional orgapizations, 71-72
Professional repuiation/recognition,
291
Professional skepticism, 41, 43
Professional standards, 126-127
Profits, overstatement of, 239-240
Project management, 223
Prosecution, 177-178
Protection of assets, cost-feasible, 19
Psychotic motivation, 10, 57, 237
Publications, expert-witness’, 286-287
Public Companies Accounting
Oversight Board (PCAOB), 41,
77-78, 93, 191
Publicity, 178
Punishment, rewards and, 17
Purchase cycle, 188
Purchase schemes, 116, 140-141

Qualifications of expert witness,
262-263
Quality of previous work, 291-292

Rationalizations for fraud, 7, 10
Receivables:
lapping, 120, 146-147
skimming, 28, 29, 119-120, 145-146
Recognition, professional, 291
Reconciliation, bank, 214-215
Red flags, 125-147
for asset misappropriation,
127-129, 135-147
and CAATs, 165-167
for corruption, 134-135
for financial statement fraud, 129,
131-134
professional stahdards regarding,
126-127
Refunds, falge, 119, 188
Regina v-"cheel, 263, 279-281
Registzr disbursement schemes, 119
Registradion, professional, 284-285
Rele rance of evidence, 300
Remote users, 224
Report to the Nation (RTTN), 10, 13,
18, 63, 101, 105, 106, 112,
114-117, 119, 159, 180, 186
Reputation, professional, 291
Research:
on fraud, 6-8
on SEC fraud cases, 91-92
Residual risk, 206
Revenues, fictitious, 109, 132-133
Revenue cycle, 212-213, 216
Risk analysis, 150-151
Risk assessment, fraud, see Fraud risk
assessment
Risk financing, 207, 208
Risk management checklists, 198-203
RTTN, see Report to the Nation
Rules of evidence, 299-303
competence, 301-302
hearsay, 302
materiality, 301
primary evidence, 302-303
relevance, 300
Rule 702, 258-260, 262

Sales, fraud involving, 109
Sales cycle, 188
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Sampling, 48
Sarbanes, Paul S., 92
Sarbanes-Oxley Act (SOX) (2002), ix,
4,41-42, 63,126,130, 175
and auditor liability, 77, 78,
92-93, 95
and auditor’s judgment, 6
ethics policy required by, 180-181
governance required by, 183
passage of, 39
Section 404 of, see Section 404 (of
SOX)
tenets of, 13
SAS, see Statements on Auditing
Standards
SAS Institute Inc., 163
SAS 70 Type II report, 189
Savings and loan scandals, 39, 40, 89
Schilit, Howard, 166
Script kiddies, 246
SEC, see Securities and Exchange
Commission
Secondary evidence, 309
Section 404 (of SOX), 11, 41, 93, 151,
186-187, 191, 233
Security, key personnel for, 220-221
Securities Act (1933), 38, 40, 78-80
Securities and Exchange Commissici:
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