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A

AAERs. See Accounting and Enforcement Releases
ABAR. See Accredited in Business Appraisal Review
Absolute value model, 469-470, 517
Abuse
of access privileges, 262
of company credit cards and expense accounts, 260-261
of depositions, 126, 127-129, 157
of discovery, 120-121, 123-124, 127-131, 133-134,
160-161
of expert witness, 200-201
ABV. See Accredited in Business Valuation (ABV) credential
AccessData, 319, 328-332
Accidental fraud detection, 220
According-to-rule benefits, 540
Accountant-client privilege, 89, 90
Accounting and Enforcement Releases (AAERs), 399n5
Accounting and Review Services Committee, 20, 29
Accounting information skills, 7, 13-14
Accounts receivables fraud, 258-259, 405
Accredited in Business Appraisal Review (ABAR), 13
Accredited in Business Valuation (ABV)
credential, 10
Accredited Valuation Analysts (AVA), 13
Accrued expenses, failure to record, 407
Accusing a suspect, 239
ACEFE. See Association of Certified Fraud Examiners
ACL Services Ltd, 335
Acquisitions, concealed assets in, 291
Actimize Integrated Fraud Management, 222
Action in replevin, 70
Acts discreditable, 41
Adequate privilege log, 93-94
Adjusted net asset method, 517
Administered arbitration, 163
Administrative issues, planning for engagement, 197
Administrative Office of U.S. Courts, 135
Admissibility
authentication and, 104-106
of documents, 103-104
of evidence, 85, 87, 88, 97-106
of expert testimony, 97-98, 147, 455
of hearsay, 98-101, 102
of impeachment evidence, 104
inadmissible evidence, 73-74
motions in limine, 145-146
Admission of conspirators, 99-101
Admission-seeking questions, for fraud suspect, 237
Adoptive admission, 99
ADR. See Alternative dispute resolution
Advanced forensics skills, 325-326, 334-335
Adversary testimony privilege, 95

Adverse interest threat, 25
Advertising, false, misleading, or deceptive, 35, 37
Advocacy threat, 25
Affidavit, 185
Affiliated directors, 422
Affirmative defense, 64
Aggravated identity theft, 265
AICPA. See American Institute of Certified Public Accountants
Aiding and abetting, 565-566
Alaskan method, for future loss calculation, 458
Alimony, 379-381
Allegations of wrongdoing, 55
Allowance for doubtful accounts, 405, 409
Alternative dispute resolution (ADR), 160-168
abuses of discoveryiand, 160-161
accounting litigatren support practice and, 165
advantages and disadvantages, 162-163
arbitratior; 10, 161-165, 166-167, 359
corporite programs, 167-168
defiieq; 161
as rorensic accounting service, 10
ormarital disputes, 359
mediation, 10, 161, 162, 163, 164-166, 359
online dispute resolution, 165, 167
summary, 169
Amazon Redshift, 346
Amended complaint, 63
American Arbitration Association, 163, 165
American Bar Association, Model Rule 4.4(b), 93
American College of Trial Lawyers Task Force on Discovery,
121
American court system, 57-59
American Institute of Certified Public Accountants (AICPA).
See also Code of Professional Conduct
application of standards, 192
bodies, committees, and boards, 20
disciplinary procedures, 37-39
expulsion of member, 40
Professional Ethics Executive Committee (PEEC), 21,
37-39
required membership, 148
trial board, 33
American Institute of Certified Public Accountants (AICPA),
pronouncements
Auditing Standards. See AU-C section
Bylaws of the AICPA. See BL section
Practice Aids. See Practice Aids
Statement on Auditing Standards (SASs), 29
Statement on Standards for Consulting Services (SSCSs),
29. See also SSCS No.
Statement on Standards for Valuation Services (SSVSs),
29. See also SSVS No.
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American Institute (continued)
Statements on Standards for Accounting and Review
Services (SSARSs), 29
Statements on Standards for Attestation Engagements
(SSAEs), 29
American Registry for Internet Numbers (ARIN),
339
American Society of Appraisers (ASA), 12, 42, 44
American Society of Appraisers Educational Foundation
(ASAEF), 12
American Society of Crime Laboratory Directors (ASCLD),
320-321
American Society of Crime Laboratory Directors/Laboratory
Accreditation Board (ASCLD/LAB), 320-321
Amobi v. D.C. Department of Corrections, 93
Annuity, 374, 376
Answer or response phase in civil trials, 63-64, 184
Anthony, Casey, murder case, 324
Anti-kickback statute, 549-551, 552
Anti-money-laundering (AML) laws, 271, 552-563
Antiterrorism and Effective Death Penalty Act (1996),
553-554
Appeals
in criminal trials, 76
jurisdiction, 70
Appellate federal court, 58, 68, 70, 76
Applicable financial reporting framework, 4
Appointment process, expert witness, 152
Apportionment of property, divorce cases, 365
Appraisal Foundation, 42
Arbitration, 10, 161-165, 166-167, 359
ARIN. See American Registry for Internet Numbers
Arraignment, 73
Arrest, 71
ASA. See American Society of Appraisers
ASAEE See American Society of Appraisers Educetional
Foundation
ASCLD. See American Society of Crime ".aho:atory Directors
ASCLD/LAB. See American Society or Crime Laboratory
Directors/Laboratory Accreditation Board
Ashland Management, Inc. v. Janien, 82 N.Y.2d 385 (1993),
454n21
Assessment questions, for fraud suspect, 236-237
Asset approach to business valuation, 489-492, 504
application of, 517
cost approach, 490-492
defined, 470
methodologies, 490
practical considerations, 490
summary, 492
unrecorded liabilities, 492
when to use, 489
Asset misappropriation schemes, 257-262
abuse of company credit cards and expense accounts,
260-261
accounts receivables fraud, 258-259, 405
bankruptcy-related, 290-293
cash transmission schemes, 254, 258
defined, 254

expenditure cycle frauds, 259-262
in financial statement fraud, 413
goodwill and, 406-407
kiting, 406
lapping, 406
misclassification of expenses as assets, 407
Ponzi schemes, 295, 324, 406
production cycle frauds, 262
revenue cycle frauds, 257
sales skimming schemes, 257-258, 293, 409
theft of company checks, 261, 264
unauthorized payments, 261
understatement of bases, 406-407
Assets. See also Business valuation
in divorce settlements. See also Marital property
concealment of, 290, 300, 382-386, 407, 412, 413
identification of, 368-369
normalization of compensation, 373
tax consequences of asset distribution, 366-367
valuation and quantification of, 369-378
equity risk premium (ERP), 479-482, 514
on financial statements
concealment Of misappropriations, 412, 413
intangibi= ~sset, 468, 491
miss-atement of, 396, 399, 405-407
financive ot, 474-475
intan;;ible assets, 468, 489, 491, 516
lcecof value damages, 453
r.on-operating assets, 515
prices of, 485, 491, 515
risk-free, 477, 479
valuation of, 470-471, 477-484, 490
value of, 517
Association of Certified Fraud Examiners (ACFE)
Code of Conduct, 42
expert witness qualifications, 148
regulation of Certified Fraud Examiner credentials, 42
Report to the Nations on Occupational Fraud and Abuse, 12
Assumptions, planning for engagement, 198
Assumptions and limiting conditions of valuation, 523-524
AT-C section 215, Agreed-Upon Procedures Engagements, 31
Attachments, 69
Attestation services, 5, 29, 34-35, 190
Attorney-client privilege
discovery and, 118-120
evidence and, 89-95
fraud investigations, 225
interrogatories, 124
waiver by self-reporting, 425
work product exception, 89, 91-95, 118-119, 120, 124,
125,131, 134, 135, 191, 315, 358
AU-C section 240, Consideration of Fraud in a Financial
Statement Audit, 220, 221, 240, 255
AU-C section 915, Reports on Application of Requirements of an
Applicable Financial Reporting Framework, 41-42
AU-C section 940 (Audit Standard 5), An Audit of Internal
control Over Financial Reporting That Is Integrated With an
Audit of Financial Statements, 536
Audit and auditing
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computer-assisted tools and techniques, 7, 334-335
of crime labs, 321
data analytics in, 344
debtor audit program, 303-304
as forensic accounting skill set, 7, 325-326
forensic accounting vs., 4-5, 13, 326, 344, 395-396
fraud detection, 220
information systems auditing, 326

Audit committee, 422-423, 535-536

Audit management systems, 222

Audit opinion, 4

Auditing Standards Board, 20, 29

AuditMyBooks, 222

Authentication of evidence, 87, 104-106

Authoritative guidance, 19-43. See also Code of Professional
Conduct; Professional ethics and responsibilities
authoritative regulatory bodies, 42
bodies designated by American Institute of Certified

Accountants, 20-21

Code of Professional Conduct as, 187, 250
professional responsibilities, 42-43

Authoritative interpretations, business valuation, 521-522

Automatic disclosure, 119, 120

AVA. See Accredited Valuation Analysts

Averment, 64

Avoided costs, lost profits measurement, 447

Awards, calculation and distribution of, 187

AwsStats, 340

B

Background investigations, in financial statement
misrepresentation, 415
Bad debt expense, 405
Bail, 72
Balance billing fraud scheme, 264
Bank accounts, locating hidden accounts, 324
Bank and brokerage statements, investigrting concealed assets,
291
Bank fraud, 269, 271, 534
Bank Secrecy Act (BSA), 271, 552-553
Bank statements, 291, 368
Bankruptcy Abuse Prevention and Consumer Protection Act,
303
Bankruptcy and related frauds, 285-305
adversarial proceedings in bankruptcy, 290
Chapter 7 bankruptcy, 286, 290, 292, 303
Chapter 8 Trustee Bank Account Review and
Reconciliation Procedures, 303
Chapter 9 bankruptcy, 286
Chapter 11 bankruptcy, 286
Chapter 12 bankruptcy, 286, 303
Chapter 13 bankruptcy, 286, 290, 303
Chapter 15 bankruptcy, 286
debts not discharged, 288
defined, 285-287
divorce fraud vs. bankruptcy fraud,
299-300
documents accompanying filing, 288

estates and trust administration vs. bankruptcy fraud,
300-302
Federal Rules of Bankruptcy Procedure, 285, 288,
289-290, 304-305
fraud and abuse investigation
bleed-out schemes, 287-288, 294-295
bust-out schemes, 287-288, 293-294
civil actions available to fight fraud, 297
concealed assets, 290-293
debtor-creditor collusive schemes, 296-297
discovery rules, 288
fraudulent conveyances, 287-288, 293, 297
health care fraud schemes, 296
investor fraud schemes, 295-296
IRS case files, 298-299
legal processes for investigations, 302-303
multiple filing schemes, 287-288
occurrence of, 285
petition mills, 287-288
straw buyer and fictitious bidder schemes, 297
types of, 287-288
U.S. Trustee Pragram involvement in investigating,
303-104
generic bankiurtcy process, 289-290
penalty fcr, 287
role of {arensic accountant, 10, 285
sunn ary, 304-305
Banks :picy Appellate Panel (BAP), 285
Raimett v. Aultman Hospital, 93
Sasic digital forensics, 325-326, 334
Bates numbers, 231
Bearer stock certificates, in money laundering, 270
Before-and-after methodologies, lost profits damages, 445
Belcher v. Bassett Furniture, 588 F. 2d 904 (4th Cir. 1978),
130n71
Benchmark (yardstick) methodologies, lost profits damages,
445
Benford analysis, fraud detection, 223
Best evidence, 102-103
Beyond a reasonable doubt, 75
Bid rigging and kickbacks, 254, 256-257, 259, 264, 409,
549-551, 552
Big data, working with, 344-347
Bill-and-hold transactions, 404-405
Bill of Rights, 71
Binding arbitration, 163, 359
Bit-stream copies, 342
BL
section 220, Requirements for Admission to Membership,
31
section 740, Disciplining of Member by Trial Board, 38
violations, 38, 39
Black Eagles organized crime group, 323
Black-Scholes option-pricing model, 377
Blackmail, 534
Blagojevich public corruption case, 318, 324
Bleed-out schemes, 287-288, 294-295
Board of Accountancy, 33
Board of directors, 422, 535-536
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Boilerplate objections, 131
Bond covenants, compliance with as fraud motivation, 412
Book value of capital, 483, 489
Booking, 71
Botnet, 335
Brevard County Fair Association, Inc v. Cocoa Expo, Inc., 832 So.
2d 147,153 (Fla. App. 2002), 454n20
Bribery, 540-541
Brokerage statements, 291, 368
BSA. See Bank Secrecy Act
BTK serial killer case, 323
Build-up model, 479-482
Burden of persuasion, 66, 106-107
Burden of production, 107
Burden of proof, 106-107
Burglary, 533
Business goodwill, 372
Business litigation. See Commercial litigation
Business opportunities, as motivation for fraud, 412
Business partners, frauds from, 255
Business valuation, 467-525
adjustments to, 493-494, 513
approaches, 470-492
asset approach, 489-492, 504
application of, 517
cost approach, 490-492
defined, 470
methodologies, 490
practical considerations, 490
summary, 492
unrecorded liabilities, 492
when to use, 489
assumptions and limiting conditions,
523-524
authoritative interpretations, 521-522
date of valuation, 520
defined, 468, 470
economic cash flow and earnings, 575
engagement terms in valuation prajects, 523-525
as forensic accounting skill set, 7
as forensic accounting subspecialty, 10
general valuation models, 469-470, 517
history, 467-468
hypothetical conditions, 525
income approach, 470-485, 504
application of, 505-514
for assets, 490
build-up model, 479-482
capital asset pricing model (CAPM), 477-482
components, 472-484
constant growth model, 505-507, 517
cost of capital, 476-484, 513-514
defined, 470
discounted cash flow (DCF) model, 469, 470-471,
505-509
diversification benefits, 477-478
equity risk premium (ERP), 479-482, 514
firm-specific risk, 482
firm valuation, 508-509

fractional interests in firms, 510-513
future cash flow amounts, 472, 475-476, 484, 515,
516
interest rate, 473-475, 476
market approach vs., 486
modified CAPM, 479
principles, 471-472
risk-free rate, 479, 513-514
size premium, 478
summary, 484-485, 517
timing of cash flows, 473
total cost of capital, 482-484
unique risk, 478, 482
industry and economy effects on value, 519
intangible assets, 468, 489, 491, 516
legal issues, 520
linking models, approaches, and methods, 505, 517
market approach, 485-488, 504, 517
application of, 514-515
for assets, 490
comparable firms, choosing, 485, 486, 487-488,
514-515
cost approact: vs., 491
defined, 17)
income approach vs., 486
sheerving prices, 487-488
¢-aling prices with price multiples, 486-487
summary, 488
theory, 486
models, 469-470
non-operating assets, 515
pass-through tax entities, 492, 516
premises of value, 519
present value, 469. See also Present value
process of, 504-505
reporting, 504, 521, 522-523
shareholder agreements’ effect on value, 519
standards of practice, 468, 520-522
standards of value, 517-519
summary, 494-495, 525
traditional accounting vs., 468
Businesses, investigating for concealed assets, 291-293
Bust-out schemes, 287, 293-294
But-for condition, 439, 440, 448-450
But-for profits, 440
But-for sales and profits, 445
Buy-sell agreements, 373

C

CAAP. See Court-annexed arbitration program
CAATT. See Computer-assisted auditing tools and techniques
Calculation engagement, 43, 190, 521
Capital asset pricing model (CAPM), 477-482
build-up model, 479-482
diversification, 477-478
equity risk premium (ERP), 479-482
modified CAPM, 479
risk-free interest rate, 479
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size premium, 478-479
unique risk, 477, 478

Capital markets, 474, 484

Capital structure, 474

Capitalization of benefits method, 517

Capitalization rate, 505

Capitalized cash flow model, 505-506

Career risk, for expert witnesses, 193

CART. See Computer Analysis Response Team

Case management changes to improve discovery, 135

CaseWare Analytic, 335

Cash-flow insolvency, 286

Cash flow method in lost profits damages, 441-444

Cash flows
amounts of future cash flows, 472, 475-476, 484, 515, 516
capitalized cash flow model, 505-506
defined, 515
discounted cash flow (DCF) model, 469, 470-471,

505-509

economic cash flow and earnings, 515
in income approach to valuation, 470, 472-475
industry and economic effects on value, 505, 519
misrepresentation of items, 409
timing of cash flows, 473

Cash transmission schemes, 254, 258. See also Asset
misappropriation schemes

Cason-Merenda v. Detroit Med. Ctr., 2008 U.S. Dist. LEXIS
94028 (E.D. Mich. Nov. 12, 2008), 131n73

Caucusing, in mediation, 359

Causation, in civil litigation, 438, 454

CCH TeamMate, 222

Central Bank of Denver v. First Interstate Bank of Denvet, 511
U.S. 164 (1994), 539-540

CEO. See Chief executive officer (CEO)

Certifications, 10-13, 372

Certified Fraud Examiner (CFE), 12, 148

Certified in Financial Forensics (CFF) credeatial, 10

Certified in Risk and Information Systen:s Coatrol (CRISC)
credential, 12

Certified Information Security Manager (CISM), 12

Certified Information Systems Auditor (CISA), 12, 326

Certified Public Accountant (CPA), credentials, 148. See also
American Institute of Certified Public Accountants

Certified Valuation Analyst (CVA), 13

CFE. See Certified Fraud Examiner

CFF. See Certified in Financial Forensics (CFF) credential

CFO. See Chief financial officer

Chain of custody, 105, 317, 342

Channel stuffing, 403-404

Chapter 7 bankruptcy, 286, 290, 292, 303

Chapter 8 Trustee Bank Account Review and Reconciliation
Procedures, 303

Chapter 9 bankruptcy, 286

Chapter 11 bankruptcy, 286

Chapter 12 bankruptcy, 286, 303

Chapter 13 bankruptcy, 286, 290, 303

Chapter 15 bankruptcy, 286

Charitable organization schemes, 296

Check laundering, 258

Check washing, 257-258
Chief executive officer (CEO), as element of strong corporate
governance, 423
Chief financial officer (CFO), as element of strong corporate
governance, 423
Child pornography cases, 325
Child support, 381-382
CIA. See Confidentiality, integrity, and availability
Circumstantial evidence, 85-86, 107
CISA. See Certified Information Systems Auditor
CISM. See Certified Information Security Manager
Civil procedure, 59-70. See also Economic damages; Federal
Rules of Civil Procedure (FRCP)
American court system, 57-59
bankruptcy fraud, 297-298
class action suits, 65
definitions, 55-56, 57
forensic accounting services for, 184-187
parties, 64-65
in personal jurisdiction, 57
racketeering cases, 535
steps in litigation
appeals, 7(
defendan:t’s response, 63-64
discuvery, 117-137
£ling a complaint, 59
1atervention, 61-62
joinder of claims, 59-61
moving the action forward, 62-63
post-trial motions, 67-68
remedies, 68-70
res judicata doctrine, 70
trial, 65-66
verdicts and judgments, 66-67
summary, 76-77
Claim preclusion, 70
Class action suits, 65
Clear and convincing evidence, 66
Client interest, 41, 190
Clients, understanding and communication with, 40
CML. See Current monthly income
Co-conspirator, admissible admissions, 99-100
COBIT. See Control objective for information and related
technology
Code of Ethics for Professional Accountants (IESBA code),
41-42
Code of Professional Conduct, 21-38
acts discreditable, 31-32
advertising, 35, 37
applicable ET sections, 27-37
application of, 21, 30
application to members, 24
as authoritative guidance, 187, 520
citation of, 23-24
compliance with standards, 29-31
confidential information, 33-34
contingent fees, 32-33
corresponding rule numbers used prior to and after
December 15, 2014, 22
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Code of Professional (continued)

disciplinary procedures, 37-38
ET section
1.000.010, “Conceptual Framework for Members
in Public Practice, of ET Section 1.000.010,
Professional Standards,” 25
1.000.020.04, “Fthical Conflicts,” 24, 26

1.100.001, “Integrity and Objectivity Rule,” 23, 25, 27,

42,190, 360

1.110.010, “Conflict of Interest,” 27

1.200.001, “Independence Rule,” 34-35, 190

1.210.010, “Conceptual Framework for
Independence,” 34

1.265.010, “Cooperative Arrangements with Attest
Clients,” 34

1.295.040, “General Requirements for Performing
Nonattest Services,” 35

1.295.140, “Definitions,” 34, 181-182

1.300.001, “General Standards Rule,” 28-29, 42, 190,
360

1.310.001, “Compliance with Standards Rule;” 29, 33

1.320.001, “Accounting Principles Rule,” 33

1.400.001, “Acts Discreditable Rule,” 31-32

1.400.240, “Use of Confidential Information From
Nonclient Sources,” 34

1.510.001, “Contingent Fee Rule,” 32-33

1.600.001, “Advertising and Other Forms of
Solicitation Rule,” 35

1.600.010, “False, Misleading, or Deceptive Acts in
Advertising or Solicitations,” 35

1.700.001, “Confidential Client Information Rule,”
27-28,32-33,33-34

1.800.001, “Form of Organization and Name Rule”
24

100, Consulting Services: Definitions ard Staadards,
4,42

Ethics Rules

No. 1.000.010, Conceptual Fraiziework for Members
in Public Practice, of ET"section 1.000.010,
Professional Standards, 24, 25

No. 1.000.020.04, Ethical Conflicts, of ET section
1.000.020.04, Professional Standards, 24, 26

No. 1.100.001, Integrity and Objectivity Rule, of ET
section 100, Professional Standards, 25, 27, 42,
190, 360

No. 1.110.010, Conflict of Interest, of ET section 110,
Professional Standards, 27

No. 1.200.001, Independence Rule, of ET section 200,
Professional Standards, 34-35, 190

No. 1.265.010, Cooperative Arrangements with Attest

Clients, of ET section 295, Professional Standards,

34
No. 1.295.040, General Requirements for Performing

Nonattest Services, of ET section 295, Professional

Standards, 35

No. 1.295.140, Definitions of ET section 295 of
Professional Standards, 34, 181-182

No. 1.300.001, General Standards Rule, of ET section
300, Professional Standards, 28-29, 42, 190, 360

No. 1.310.001, Compliance with Standards Rule, of ET
section 310, Professional Standards, 29, 33, 42
No. 1.320.001, Accounting Principles Rule, of ET
section 320, Professional Standards, 33
No. 1.400.001, Acts Discreditable Rule, of ET section
400, Professional Standards, 31-32
No. 1.510.001, Contingent Fee Rule, of ET section 510,
Professional Standards, 32-33
No. 1.600.001, Advertising and Other Forms of
Solicitation Rule, of ET section 600, Professional
Standards, 35
No. 1.600.010, False, Misleading, or Deceptive Acts
in Advertising or Solicitations of ET section 600,
Professional Standards, 35
No. 1.700.001, Confidential Client Information, of ET
section 700, Professional Standards, 32-34
No. 1.700.001, Confidential Client Information Rule,
of ET section 700, Professional Standards, 27-28
No. 1.800.001, Form of Organization and Name Rule,
of ET section 800, Professional Standards, 24
“General Standards Rule,” 28-29
independence statiaards, 34-35
organization of] 21-24
response to ethizal conflicts, 26-27
sections ¢, 21
standards compliance, 29
statec CPA society codes compared to, 39
termunology, 24
tareats to compliance, 25-26
threats to independence, 35-37
violations, 37-39

Collaborative law, 359

Collusion, fraud schemes and, 263
Colombian criminal enterprise case, 323
Commercial fraud detection systems, 222
Commercial goodwill, 372

Commercial litigation, 440-456

avoided costs in lost profits measurements, 447

ex ante and ex post approaches to lost profits, 450-453

extra out-of-pocket costs, 453

general damage models, 445-447

income and cash flow methods for lost profits damages,
441-444

intellectual property, damages to, 455-456

legal principles related to lost profits damages, 454-455

length of damage period, 444

loss of value damages, 453

lost profits damages, 441-456

mitigation, 454

practical constraints limiting losses, 448, 449

taxes on business damages, 452-453

time value of money in lost profits damages, 448-450

unestablished businesses, 453

Committee of Sponsoring Organizations of the Treadway

Commission (COSO), 217, 398n3, 399, 536

Communication

with client, 41, 190, 191
with counsel in litigation, 197
as essential for forensic accounting, 3
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as forensic accounting skill set, 8
of valuation analysis, 505
Community property. See Marital property
Company check theft, 261, 264
Company credit card fraud, 260-261
Comparables, in market approach to valuation, 485, 486,
487-488, 514-515
Compensation
expert witness, 152
normalization adjustments for owner-professional, 373
Compensatory damages, 69, 439-440, 456, 458-459
Competence, 28, 40, 360
Competency, 97
Competitor fraud, 264
Complaint document, 57, 59, 362
Complete fraud detection system, components of, 222-223
Compliance with standards, 29-31
Composite indicators of fraud, 221
Compulsory joinder, 60
Computer Analysis Response Team (CART), 321
Computer-assisted auditing tools and techniques (CAATT), 7,
334-335
Computer forensic scientist, 318, 319-320
Computer forensic technician or examiner, 318, 319-320
Computer forensics. See also Digital forensics
cases investigated, 322-325
conducting investigations, 340-343, 417
data analytics and big data, 344-347
defined, 313-314
education, training, and qualifications, 319-320
general knowledge and skills for, 317-318
responsibilities of, 318-319
software for, 319, 327-328
summary, 347-348
Computer lab assistants and managers, 318
Concealed assets
in divorces, 290, 300, 382-386, 407, 417, 413
documentary sources, 290-291
investigation of businesses for, 29.-293
trusts as, 270
Concluding questions, for fraud suspect, 237-238
Conclusory report, expert witness, 154
Concurrent jurisdiction, 58
Conditional sales, improper recognition of, 401-402
Confession by fraud suspect, 237
Confidential communications privilege, 95
Confidential legend to prevent disclosure [TM’s preferred
term], 95
Confidential sources, financial statement investigations, 416
Confidentiality, 33-34, 41
Confidentiality, integrity, and availability (CIA), 217
Conflict of interest, 27, 301
Confrontational questions, for fraud suspect, 237
Consensus forecast, 398
Consent, documents released by, 232
Consequential damages, 69
Consignment sales, 404
Conspiracy, 563-565
Constant growth model, 505-507, 517

Constitutional rights
Eighth Amendment, 76
Fifth Amendment, 72, 75, 96
Fourth Amendment, 74, 76, 229, 315-316
as part of criminal procedure, 71
Sixth Amendment, 75, 104, 555

Constructive fraud, financial statement misrepresentations, 397

Consulting damage expert, 438
Consulting engagement, 31
Consulting services
by forensic accountants, 9, 144, 162, 165, 264
litigation consulting services, 34, 36
skills needed for, 42-43
standards, 42-43, 190
types of, 42-43
Consulting Services Executive Committee, 29
Contention interrogatories, 122-123
Contingent alternate payee, 375
Contingent fees, 32-33
Contingent liabilities, 408
Continuous monitoring, for fraud detection, 219
Continuum of seriousness, {inancial statement
misrepresentation., 396-397
Contract claims, lengih of damage period, 444
Control objeci.ve for information and related technology
(CORIT). 217
Controlie< delivery method to catch identity thieves, 268
Conyveation on the Recognition and Enforcement of Foreign
/irbitral Awards, 164
Jookie jar reserves, 408
Cooperative arrangements, 35
Corporate acquisitions, mediation and arbitration issues, 165
Corporate alternative dispute resolutions, 167-168
Corporate espionage, 264, 336
Corporate governance, prevention of fraud role, 422-424
Corporate identity theft, 267
Corporate raider bleed-outs, 295
Corrupt banks, in money laundering, 269
Corrupt payments, FCPA definition, 425, 540
Corruption fraud
Blagojevich public corruption case, 318, 324
defined, 254
employee schemes, 256-257
purchasing fraud, 260-261
undue influence and, 253-254
COSO. See Commiittee of Sponsoring Organizations of the
Treadway Commission (COSO)
COSO internal control framework, 217
Cost approach to valuation, 490-492
Cost of capital, 476-484
application of, 513-514
build-up model, 479-482
capital asset pricing model (CAPM), 477-482
defined, 474
diversification, 477-478
economic and industry effects on, 519
equity risk premium (ERP), 479-482
modified CAPM, 479
other return premiums, 482

599
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Cost of capital (continued)
risk-free interest rate, 479
size premium, 478-479
total cost of capital, 482-484
unique risk, 477, 478
Cost of debt capital, 475, 476, 483, 484
Cost of equity capital, 475-479, 480, 482, 483, 484
Cost-plus billing, 264
Cost theory of value, 490
Costello v. U.S. (350 U.S. 359 [1956]), 73
Counsel. See Attorney-client privilege
Counterclaim, 64, 362
Counterterrorism case, digital forensics in, 324
Court-annexed arbitration program (CAAP), 163
Court-appointed expert, 152-153, 193, 359
Court cases. See specific cases by name
Courtney Haynes sexual assault case, 325
Covenant not to compete, 373
Cover-up motivation for fraud, 413, 414
Covered member, threats to independence of, 34
Coverture fraction, 378
CPA. See Certified Public Accountant
CPR International Institute for Conflict Prevention &
Resolution, 167
Credentials
CPA, 148
expert witness, 147
forensic accountant, 10, 12, 13
fraud examiner, 42
Credit card bust-outs, 294
Credit card fraud, 260-261, 324, 535
Credit card statement, in matrimonial forensics, 369
Credit fraud, 265
Credit reports, 291, 384
Creditors’ committees, Chapter 11 bankruptcy, 203
Crime scene forensics, 317, 341-342
Criminal behavior, fraud in matrimonial engagements as, 382
Criminal litigation, 71
Criminal procedure, 71-76. See also Fcderal Rules of Criminal
Procedure (FRCrP); Fraud-related laws
exemptions to search warrant requirement, 74
forensic accounting services for, 187-191
privileges against self-incrimination, 96
rights of the defendant, 71, 75
steps in, 71-76
appeals, 76
arraignment, 73
arrest, 71
booking, 71
first appearance, 72
grand jury indictment or information, 72-73
post-conviction remedies, 76
preliminary hearing, 72
pretrial motions, 73-75
sentencing, 76
trial, 75
summary, 77
Criminalist (forensic scientist), 317, 318, 319-320
Criminology skills, 7

CRISC. See Certified in Risk and Information Systems Control
(CRISC) credential
Cross-examination
challenge of expert witness, 147, 156
of expert witness, 158-159
Federal Rules of Evidence limitations, 104
impeachment of witness during, 104
opposing counsel tactics, 187
unavailability of witness and, 98
Cross-sectional analysis, 505
Currency and Foreign Transactions Act, 271
Currency structuring, in money laundering, 269
Currency Transaction Report (CTR), 271, 553
Current monthly income (CMI), 286
Curriculum Vitae (CV), 199
Curtilage, 231
Customer fraud, 255, 264
Cut-off of sales, improper, 401
CVA. See Certified Valuation Analyst

D

Damage experts, rolc i1, litigation cases, 438
Damage measuren:erts, 450, 459
Damage perioi!, length of, 444
Damages, €4,.437-438. See also Economic damages
Data aralyis, for valuation, 505
Data analytics and big data, 344-347
aia collection, for valuation, 505
Doia fusion, 346
Data interception, 335
Data joining, 346
Data mart, 346
Data mining platforms, 222
Data theft, vector of attack in electronic systems, 263
Data warehouses, 346
Daubert hearings, 98
Daubert v. Merrell Dow Pharmaceuticals, Inc., 509 U.S. 579
(1993), 28, 97, 148, 439, 455
DCE See Discounted cash flow (DCF) model
DDoS attack. See Distributed denial of services (DDoS) attack
Dead man’s statutes, 97
Debt
bad debt expense, 405
in bankruptcy, 288, 296-297
bond covenant compliance as fraud motivation, 412
cost of debt capital, 475, 476, 483, 484
in divorce cases, 366, 369
Debt financing, 484
Debt-to-equity ratio, 412
Debtor audit program, 303-304
Debtor-creditor collusive schemes, 296-297
Deceptive behavior, 31
Declarations, 185
Decree of specific performance, 69
Dedicated departments, fraud detection by, 221
Defalcation. See Skimming
Default risk, 474
Defendant
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constitutional rights, 71, 74, 75, 76, 104, 229, 315-316, 555

divorce cases, 360
pleadings allowed, 63
response in civil litigation, 63-64
Deferred compensation, valuation in divorce cases, 367

Deferred compensation plans, valuation in divorce proceeding,

376
Deficit Reduction Act (2005), 549

Defined benefit pension plans, valuation in divorce proceeding,

374

Defined contribution pension plans, valuation in divorce

proceeding, 374-375
Degrees, valuation of, 372
Deleted record recovery, 333
Deloitte Financial Advisory Services, LLP, 165
Demonstrative evidence, 86-87
Denial of services (DOS) attacks, 336
Department of Justice (DOJ), 287, 425, 540-542, 544
Dependency exemption, to noncustodial parent, 382
Deponent, 124
Depositions
abuse of, 126, 127-129, 157
designee testimony, 126
in discovery phase, 117, 186
in divorce cases, 365
errors in, 126
expert witness, 154-157
objectives of opposing attorneys, 155-156
preparing for, 157
subpoenas, 124-125, 157
summary of, 127
termination of, 126
uses of, 126
in writing, 127
Derived document evidence, 232
Descriptive data analytics, 345
Designated alternate payee, 375
Designee testimony, 126
Detective or investigator, computer forensics, 318
DHCP. See Dynamic Host Configuration Protocol
Diagnostic data analytics, 345
Digital forensics, 313-348
advanced digital forensics, 325-326, 334-335
basic digital forensics, 325-326, 334
basic vs. advanced skills, 325-326
computer-assisted audit tools and techniques, 335
computer forensics, 313-314, 317-320
conducting investigations, 340-343, 417
collecting evidence, 315, 325, 341-342, 416
examining evidence, 342-343
maintaining chain of custody, 342
reporting findings, 325, 343
requesting multiple copies of digital data, 342
securing evidence, 341-342
sizing up the situation, 340-341
crimes investigated, 323-325
data analytics and big data, 344-347
defined, 313
digital forensics labs, 320-321

education, training, and qualifications, 319-320
enterprise resource planning (ERP), 7
forensic accounting skill set, 7
forensic laboratories, 320-321
general knowledge and skills requirements, 317-320
law enforcement databases, 343-344
law enforcement investigations, 315-316, 321-322
legal issues, 315-317
network forensics, 313-314, 335-340
private investigations, 316-317, 321-322
software for, 327-332, 335
solid state and mechanical storage devices, 332-333
summary, 347-348
types of investigations, 322-326
Digital forensics labs, 320-321
Digital forgeries, 233
Direct evidence, 85-86, 107
Direct examination
defined, 186
of expert witness, 157-158
witness examination. 104
Direct file alteration, v<cuor of attack in electronic systems, 263
Disciplinary procedure:, 37-39
Disclosure
as an act iscreditable, 31
automatic, 119, 120
of Co: cealed assets, 291
e pert witness testimony, 120, 153-160
inadvertent, 91, 93-94
inappropriate financial presentation, 409-410
initial, 119-120
mandatory, 119-120
rule 26(f) conference, 120
Discount for lack of control, 494
Discount for lack of marketability, 494
Discount rate
present value of asset, 469
present value of future losses, 449-450, 451, 458
Discounted cash flow (DCF) model, 469, 470-471, 505-509
Discounted future benefits method, 517
Discovery, 117-137
abuse of, 120-121, 123-124, 127-131, 133-134, 160-161
attorney-client privilege exception for work product, 89,
91-95,118-119, 120, 124, 125, 131, 134, 135, 191,
315, 358
automatic disclosure, 119, 120
in bankruptcy cases, 288
in civil trials, 185
in criminal trials, 189
cross-examination, 158-159
defined, 117
depositions, 117, 124-129
in divorce cases, 358, 362-365
of documents, 119-120
electronically stored information, 121-122
enhancing proportional discovery, 136-137
expert testimony and, 153-159
formal process, 117
FRCP amendments to improve, 135-136
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Discovery (continued)
initial disclosure, 119-120
interrogatories, 117, 122-124, 127, 185, 362
mandatory disclosure, 118-120
relevant information, 118, 119
requests for
admission, 132-133
electronically stored information, 129-131
entrance onto land, 129-131
physical or mental examinations, 131-132
production of documents, 129-131
tangible items, 129-131
rule 26(f) conference, 120
sequence of, 119-120
standards, 118-119
summary, 136-137
tools of, 133
Discreditable acts, 31-32
Dismiss case, 64
Dispute participant, forensic accountant’s role as, 162
Distributed denial of services (DDoS) attack, 336
Distributed name server (DNS), 336
Distribution of judgments and awards, 187
Distributor bust-outs, 294
Diversification, in CAPM, 477-478
Dividend discount model, 505n1
Divorce proceedings, 357-387
accepting the engagement, 360
alimony and support, 379-382
assets, liabilities, and income, 368-378
concealment of, 290, 300, 382-386, 407, 412, 413
identification of, 368-369
misrepresentation of, 396
normalization adjustments, 373, 379
valuation and quantification of, 369-378
character and division of property, 365-36&
discovery, 362-365
divorce process, 360-362
forensic accountant’s role, 358-357
fraud in, 290, 299-300, 382-386
summary, 386-387
tax consequences of asset distribution, 366-367
DNS. See Distributed name server; Domain name server
Doctor-patient privilege. See Physician-patient privilege
Documentary evidence
authenticated and self-authenticated, 103-104
derived document evidence, 232
identifying location and custodian of, 198
questioned document analysis, 233
sources of, 231-232, 290-291
Documentation
of crime site, 341
of ethical conflicts, 26
importance of, 28, 29
Dodd-Frank Wall Street Reform and Consumer Protection Act
(2010), 545
section 922, 540-541
DO)J. See Department of Justice
Domain name server (DNS), 337

Domain names, 337

Domestic relations order (DRO), 374

DOS attack. See Denial of services (DOS) attacks
Double counting in compensatory damages, 440
Double-dipping, 373

Due professional care, 28, 199

Due professional care standard, for valuators and analysts, 40
Dummy returns (tax returns), 368

Duty of cooperation, 137

Dynamic Host Configuration Protocol (DHCP), 337
Dynamically assigned IPs, 337

E

E-mail
header information, 337, 340
investigations involving, 323, 324
safeguards for, 95
tracing of, 336, 338, 340
Early neutral evaluation approach to dispute resolution, 165
Earnings capacity, 457
Earnings management, inancial statement fraud vs., 397-398
Earnings valuation, h15
ECA. See Ethics Charging Authority
Economic cast flow and earnings, 515
Economic domages, 437-460
cornroercial litigation, 440-456
avoided costs in lost profits measurements, 447
ex ante and ex post approaches to lost profits,
450-453
extra out-of-pocket costs, 453
general damage models, 445-447
income and cash flow methods for lost profits
damages, 441-444
intellectual property, damages to, 455-456
legal principles related to lost profits damages,
454-455
length of damage period, 444
loss of value damages, 453
lost profits damages, 441-456
mitigation, 454
practical constraints limiting losses, 448, 449
taxes on business damages, 452-453
time value of money in lost profits damages,
448-450
unestablished businesses, 453
compensatory damages, 69, 439-440, 456, 458-459
individual litigation, 456-459
employer fringe benefits, 457
extra out-of-pocket costs, 457-458
lost wages, 456-457
taxes in personal litigation, 458-459
time value of money in individual litigation, 458
legal terminology, 440
proving damages, 438-439
punitive damages, 69, 440, 456, 459
roles of damage experts, 438
summary, 459-460
Economic espionage, 336



INDEX

603

Economic extortion, 254
Economic law of demand, 490
Economy, effect on value, 519
Eighth Amendment, 76
Electronic communications. See also E-mail
eMailTrackerPro, 340
expectations of privacy, 94
in Kovel privilege cases, 91
safeguards for, 94-95
Electronic dispute resolution. See Online dispute resolution
Electronic surveillance, 417
Electronic systems
analysis of evidence from, 343, 417
vectors of attack, 262-263
Electronically stored information (ESI)
discovery of, 121-122
requests for production, 129-131
subpoenas, 125
eMailTrackerPro software, 340
Embezzlement, 226, 406, 411, 533
Employee fraud schemes. See Occupational fraud
Employer fringe benefits, 457
Employment discrimination, 457, 459
EnCase (software), 320, 328
End-point monitoring, 339
Enforcement of judgments, 68
Engagement and practice management, 181-202
engagement management, 191-197
accepting the engagement, 193, 360
administrative issues, 197-198
application of standards, 192
communication with counsel, 197
engagement letters, 194-197, 358, 523
initial case assessment, 191
types of engagement, 521
understanding with client, 193
practice development
abuse and unreasonable demai:ds, 200-201
expert liability, 200
experts Curriculum Vitae, 199
marketing, 198-199
summary, 201-202
types of services, 181-191, 521
Engagement letters, 194-197
assumptions and limiting conditions in, 523-524
components of, 194-197
for divorce consultations, 358
in Kovel privilege cases, 91
purpose of, 31, 43
in valuation projects, 523-524
Enterprise resource planning (ERP) systems, 7, 326,
334, 342
Enterprise risk management (ERM) process, 221
Enterprise value, 508-509, 514-515
Equalization note, for asset division in divorce proceeding, 366
Equity
cost of equity capital, 475-479, 480, 482, 483, 484
value vs. enterprise value, 514-515
Equity risk premium (ERP), 479-482, 514

ESIL See Electronically stored information
Estates
concealed assets, 291
fraud in administration of, 300-302
Ethical conflicts, 26-27
Ethics Charging Authority (ECA), 39
ETL (extracting, transforming, and loading) processing of data,
345, 346
Evaluative mediation, 164
Evidence, 85-108. See also Federal Rules of Evidence (FRE)
admissibility of, 73-74, 85, 87, 88, 97-106
authentication, 87, 104-106
best evidence, 102-103
burden of production, 107
burden of proof, 106-107
categories, 85-86
chain of custody maintenance, 105, 317, 342
circumstantial, 85-86
clear and convincing evidence, 66
collection of, 189, 225, 228-239, 334-335, 341-342
competency and knowledge of the witness, 97
cross-examinatior|, 104
demonstrative. 86--37
digital forensics; 315, 325, 341-343, 416
digital foigeries, 233
direct; 25--86, 107
dires examination, 104
dscumentary evidence, 103-104, 198, 231-233, 290-291
c.ocumentation of, 341
electronic/digital, 105-106, 341-347, 417
factual proposition and substantive law, 88
forensic science and, 86
handwriting analysis, 233
hearsay, 98-101, 102
identification of the location and custodian of, 198
interview, 234-239
investigation and response protocols, 228-239
irrelevant, 88
issues with collection, 231-232
law of, 85
legal types, 198
motions in limine, 145-146
observation, 233-234
opinions including experts, 97-98
original documents, 101-103
physical, 86, 231, 417
planning for engagement, 197
presumptions, 107
privileges, 88-96
attorney-client, 89-95
Kovel, 90-92, 94-95
law enforcement, 96
marital, 89, 95
physician-patient, 89, 95
priest-penitent privilege, 95
psychotherapist-patient privilege, 95
against self-incrimination, 96
questioned document analysis, 233
relevance, 87-88, 118
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Evidence (continued)
requisite knowledge, 28
social media, 105-106
summary, 107-108
testimonial, 86
types of, 87
witness examination and impeachment, 104
Evidential matter, 3
Ex ante approach, for prejudgment interest on lost profits,
450-452
Ex post approach, for prejudgment interest on lost profits, 448,
450-452
Exchange value, 490n39, 517
Exclusionary rule, 74
Executor of estate, 300-301
Expected future cash flows, 472, 484
Expenditure cycle frauds, 259-262
Expense account abuse, 260-261
Expenses, misstatement of, 407-409
Expert consultant, forensic accountant as, 9, 144, 162, 165, 264
Expert liability, 200
Expert reports, 120, 153-154, 185
Expert testimony
admissibility of, 97-98, 147, 455
for arbitration, 165
basis of, 97
disclosure, 120, 153-160
in economic damages cases, 439
federal rules governing, 145-153
as forensic accounting subspecialty, 9-10
Expert witness, 144-160
abuse of by opposing counsel, 157, 200-201
advocacy threat, 36
in alternative dispute resolution, 162
court-appointed, 97, 152-153
cross-examination of, 158-159
depositions, 124, 154-157
direct examination of, 157-158
disclosing the facts underlying th¢ opinion, 152
disclosure of testimony, 120, 153-160
in divorce cases, 358-359, 360, 362
engagement of, 193
expert consultant vs., 144
federal rules governing, 145-153
hearsay exemption, 100, 150
held to Daubert standards, 98
history, 5
immunity, 160
liability, 159-160
motions in limine, 145-146
opinion of, 4, 97-98, 149-152, 156, 455
qualifications, 98, 145, 146-148, 154, 156
reliable principles and methods, 148-149
summary, 168-169
work of, 145
Expert witness services, 34, 36, 144-160, 182, 187
Expertise, defined in matrimonial proceedings, 360
Expert’s Curriculum Vitae (CV). See Curriculum Vitae (CV)
External auditor, 220, 423

External frauds
from customers and competitors, 255, 264
defined, 253, 255
vendor frauds, 255, 256, 264
Extortion, 534
Extra out-of-pocket costs, 439-440, 453, 457-458
Extreme negligence, financial statement misrepresentations,
397
Eye movements, in honesty assessment, 238, 239

F

Facilitative mediation, 164

Fact witness services, 34, 36

Fact witnesses, 9-10

Factual proposition and substantive law, 88

Fair and Accurate Credit Transaction Act (2003) (FACTA), 265

Fair market value (FMV), 370, 371, 376, 512, 518, 519

Fair value, 371, 518-519

False advertising, 35, 37

False Claims Act (1863), 264

False identification frav<, 534

False pretenses, 534

False promotion, 21

False statements, 534

Familiarity threat, 25

Family lavr court scheduling, 360

FASR AS< 606, Revenue from Contracts with Customers, 400
€U6-10, 400nn7-9, 402, 404nn13-14

JANB ASC 718, Compensation—Stock Compensation
718-10, 377

FASB ASC 810, Consolidation
810-10, 409

FASB ASC 820, Fair Value Measurement, 518

FATE See Financial Action Task Force on Money Laundering

FBI. See Federal Bureau of Investigation

FCPA. See Foreign Corrupt Practices Act (1977)

Federal Accounting Standards Advisory Board, 20

Federal Alternative Dispute Resolution Act, 163, 164

Federal anti-kickback statute, 549-551, 552

Federal Bankruptcy Code, Rule 2004, Legal Processes for
Investigations of Bankruptcy Fraud, 287, 288, 302-303

Federal Bureau of Investigation (FBI)
Computer Analysis Response Team (CART), 321
electronic surveillance by, 314, 321
forensic accountant role in investigations, 6
fraud investigation role, 287, 314
Integrated Automated Fingerprint System, 343
investigations participated in, 11, 272, 324
National Crime Information Center of, 344
organized crime groups recognized by, 271-272
Regional Computer Forensic Lab support, 321
wire transfer fraud investigations, 267

Federal court system, 57-59, 76

Federal False Claims Act (1863), 56, 545-549, 550, 551
section 3729(a), 546-547

Federal Rules of Bankruptcy Procedure, 285, 288, 289-290,
304-305

Federal Rules of Civil Procedure (FRCP), 59
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proposed amendments, 117, 135-136

Rule 4, Summons, 57, 62, 135

Rule 5, Serving and Filing Pleadings and Other Papers, 62

Rule 7, Pleadings Allowed; Form of Motions and Other
Papers, 63

Rule 12, Defenses and Objections: When and How
Presented; Motion for Judgment on the Pleadings;
Consolidating Motions, 63

Rule 14, Third-Party Practice, 61

Rule 16, Pretrial Conferences; Scheduling; Management,
122,135

Rule 18, Joinder Claim, 59

Rule 19, Required Joinder of Parties, 60

Rule 20, Permissive Joinder of Parties, 59-60

Rule 22, Interpleader, 61-62

Rule 23, Class Actions, 65

Rule 24, Intervention, 61

Rule 26, Duty to Disclose; General Provisions Governing
Discovery, 93, 118, 120, 121, 122, 129, 134, 135, 136,
153-154

Rule 27, Depositions to Perpetuate Testimony, 126-127

Rule 30, Depositions by Oral Exam, 125-126, 128, 137

Rule 31, Deposition by Written Questions, 127, 168

Rule 32, Using Depositions in Court Proceedings, 126

Rule 33, Interrogatories to Parties, 121, 122, 123, 134, 136

Rule 34, Producing Documents, Electronically Stored
Information, and Tangible Things, or Entering onto
Land for Inspection and Other Purposes, 121, 129,
130, 134, 136, 137

Rule 35, Physical or Mental Examinations, 131-132

Rule 36, Requests for Admission, 132, 136

Rule 37, Failure to Make Disclosures or to Cooperate in
Discovery; Sanctions, 130, 134, 137

Rule 45, Subpoena, 124, 137

Rule 46, Objecting to a Ruling or Order, 70

Rule 48, Number of Jurors; Verdict; Polling, 65, 66

Rule 50, Judgment as a Matter of Law i a lury Trial;
Related Motion for a New Triai; Canditional Ruling,
67

Rule 51, Instructions to the Jury; Objections; Preserving a
Claim of Error, 66

Rule 52, Findings and Conclusions by the Court; Judgment
on Partial Findings, 68,70

Rule 59, New Trial; Altering or Amending a Judgment, 67

Rule 64, Seizing a Person of Property, 69

Rule 65, Injunctions and Restraining Orders, 69

structure of, 59

Federal Rules of Criminal Procedure (FRCrP), 71

Rule 5, Preliminary Hearing, 72

Rule 6, Grand Jury, 73

Rule 8, Joinder of Offenses of Defendants, 72, 564

Rule 23, Jury or Nonjury Trial, 75

Rule 26, Taking Testimony, 73

Federal Rules of Evidence (FRE), 66

104, Preliminary Questions, 94, 95, 105-106

401, Test for Relevant Evidence, 87

402, General Admissibility of Relevant Evidence, 88

403, Excluding Relevant Evidence for Prejudice, Confusion,
Waste of Time, or Other Reasons, 88

501, Privilege in General, 88, 89, 107
502, Attorney-Client Privilege and Work Product;
Limitations on Waiver, 91-95, 135
601, Competency to Testify in General, 97
602, Need for Personal Knowledge, 97, 107
609, Impeachment by Evidence of a Criminal Conviction,
104
613, Witnesses Prior Statement, 104
701, Opinion Testimony by Lay Witnesses, 36, 97, 107
702, Testimony by Expert Witnesses, 36, 97, 98, 107, 120,
136, 145-149, 168, 439
703, Basis of an Expert’s Opinion Testimony, 36, 98, 120,
136, 150-151, 168, 439
704, Opinion on an Ultimate Issue, 98, 151-152, 168
705, Disclosing the Facts and Data Underlying an Expert,
98, 120, 136, 152, 168
706, Court-Appointed Expert Witnesses, 152153, 168
801, Definitions; Exclusions from Hearsay,
99-100
801-806, Hearsay, 102
802, The Rule Against Hearsay, 108
803, Exemptions to vhe Rule Against Hearsay--Regardless
of Whethe!: the Declarant Is Available as a Witness,
101, 103
804, Heai:ay Exceptions; Declarant Unavailable, 101
901, Autheniicating or Identifying Evidence, 104-106, 108
907%. 2 vidence That Is Self-Authenticating, 103
12014, Definitions of Writings, Recordings, and Photographs,
102
1001-1008, Contents of Writings, Recordings, and
Photographs, 103
1002, Requirement of the Original, 101, 108
1003, Admissibility of Duplicates, 102
1004, Admissibility of Other Evidence of Content, 102
1005, Copies of Public Records to Prove Content, 103
1006, Summaries to Prove Content, 103
Federal securities law offenses. See Securities fraud
Federal tax crimes, 536-538
Fictitious transactions, recording, 398
Fiduciary standard of conduct, 365
Fifth Amendment rights, 72, 75, 96
Filing a complaint, 59
Finance theory, 468, 470, 471-472, 484
Financial Accounting Standards Board, 20
Financial Action Task Force on Money Laundering (FATF), 271
Financial affidavit, 362-364, 369, 382
Financial Crimes Enforcement Network (FinCen), 271, 343
Financial distress risk, 484, 511-512
Financial fraud, 324. See also Financial statement
misrepresentation
Financial institution, defined under anti-money laundering
laws, 555
Financial intermediaries, in money laundering, 270
Financial statement misrepresentation, 395-427
defined, 396-398
errors vs. fraud, 396-397
Foreign Corrupt Practices Act (1977), 425-426
fraudulent, 255, 396-424
common methods used, 398-410
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Financial statement (continued)
earnings management vs., 397-398
investigation techniques, 409, 414, 415-421
perpetrators, 410-414
prevention best practices, 422-424
red flags and risk factors, 414-415
unintentional errors vs. fraud, 396-397
SEC investigations, 424
summary, 426-427
Financial statements
auditing of, 326
normalization adjustment for assets on, 373
payments to officials, 540
personal statements in matrimonial forensics, 369
Financial transaction, legal definition, 554, 560
Financing capacity, as practical constraint limiting losses, 448
Financing of assets, 474-475
FinCen. See Financial Crimes Enforcement Network
Firm size, valuation issues, 478-479, 510-513
Firm-specific risk, 477, 478
Firm valuation, 508-509, 517
First appearance in criminal procedure, 72
FMV. See Fair market value
Forced liquidation value, 519
Foregone costs, lost proﬁts measurement, 447
Foreign Corrupt Practices Act (1977) (FCPA), 56, 413,
425-426, 540-545
Foreign officials, 425, 541-542
Forensic accountant
alternative dispute resolution services, 165
as arbitrator, 162
assessing merits of case, 193
bankruptcy proceedings role, 285
digital forensics role, 314-315, 318, 325-326, 345
divorce case role, 358-359, 365
economic damages litigation role, 438
financial statement misrepresentation iivestigation role,
400, 415-417, 421, 425-426
independence, 5, 34-37, 41, 181, 190
insure SKEET skills, 193
as mediator, 162
qualifications, 146-148
review of opposing counsel’s work, 133
Forensic accountant-client privilege, 89
Forensic accounting, 3-14
applicable ET sections, 27-37
auditing vs., 4-5, 13, 326, 344, 395-396
bankruptcy and related frauds, 285-305
certifications, 10-13
digital forensics and data analytics, 313-348
economic damages valuation, 437-460
engagement and practice management, 181-202
essence of, 3-4
financial statement misrepresentations, 395-427
fraud prevention, detection, and response, 215-241
fraud schemes and applications, 253-274
historical development of, 5-6
knowledge and skills, 7-8
matrimonial forensics, 357-387

procedure and process, 55-137
professional ethics and responsibilities, 19-45
professional opportunities, 9-10
professional organizations, 10-13
services provided, 143-169, 181-202
summary, 13
threats to independence, 34-37
traditional accounting vs., 4
valuation fundamentals and applications, 467-525
“Forensic Accounting—Its Place in Today’s Economy”
(Peloubet), 5
Forensic and Valuation Services Executive Committee, 20, 29
Forensic auditors, 325-326
Forensic scientists, 317, 318, 319-320
Foreseeability standard, lost profits damages, 455
Forgery, 534
Former testimony, 101
412(e)(3) plans, 376
Fourth Amendment rights, 74, 76, 229, 315-316
FQDN. See Fully-qualified domain name
Fractional equity interests, valuation of, 493-494, 510-513, 519
Fraser Yachts Fla. Inc. v /Miine, 2007 U.S. Dist. LEXIS 27546
(S.D. Fla. Apr, 13, 2007), 126n44
Fraud auditors, 322
Fraud Enforceiment and Recovery Act (2009), 545
Fraud indicators, 221-222
Fraud prer »ntion, detection, and response, 215-241. See also
Sraud-related laws; Fraud schemes and applications
2llegations of, 55
civil claims based on, 63
defined, 215, 397, 533-534
detection, 215-216, 219-224
detection systems, 221, 222-224
fraud indicators, 221-222
errors, waste, and inefliciency vs., 219
fraud triangle, 220, 255, 410-414
intent requirement, 534
investigation and response protocols, 224-239
evidence gathering, 228-239
fraud theory, 229-230
legal issues of investigation, 225
objectives of investigations, 225-228
unified case file, 225
perpetrators of fraud, 410-414
prevention, 215-216, 218-219, 228, 422-424
risk management, 215-218
as forensic accounting skill set, 8
as forensic accounting subspecialty, 9
information security assurance (ISA), 218
information security management system (ISMS),
217-218
risk assessment, 216-217, 218
summary, 240-241
Fraud-related laws, 533-567
aiding and abetting, 565-566
conspiracy, 563-565
definitions, 533-535
Dodd-Frank Financial Reform Act (2010), 540-541, 545
federal anti-kickback statute, 549-551, 552
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Federal False Claims Act (1863), 56, 545-549, 551, 552
federal tax crimes, 536-538
Foreign Corrupt Practices Act (1977), 56, 413, 425-426,
540-545
Fraud Enforcement and Recovery Act (2009), 545
identity theft laws
Fair and Accurate Credit Transaction Act (2003), 265
Identity Theft and Assumption Deterrence Act, 265
Identity Theft Penalty Enhancement Act, 265
Internet False Identification Prevention Act, 265
money-laundering laws, 552-563
Antiterrorism and Effective Death Penalty Act
(1996), 553-563
Bank Secrecy Act (BSA), 271, 552-553
Money Laundering Control Act (1986), 271, 553-563
Money Laundering Suppression Act, 271
obstruction of justice, 566-567
Patient Protection and Affordable Care Act, 545, 550
Sarbanes-Oxley Act (2002), 535-536. See also Sarbanes-
Oxley Act
securities fraud, 538-540
Private Securities Litigation Reform Act, 540
Securities Act (1933), 538-539
Securities Exchange Act (1934), 407, 425, 538,
539-540
Stark Law, 551-552

Fraud schemes and applications, 253-274

in administration of estates and trusts, 300-302
asset concealment in divorce cases, 290, 300, 382-386,
407,412,413
bank fraud, 534
in bankruptcy cases. See Bankruptcy and related frauds
collusion and, 263
corruption fraud, 254, 256-257, 260-261, 318, 224
credit card fraud, 260-261, 324, 535
defined, 533-534
electronic systems and attack vectors, 20.2-263
external fraud, 253, 255
from customers and competitors, 255, 264
vendor fraud, 255, 256, 264
false identification fraud, 534
federal tax crimes, 536-538
financial statement fraud, 255, 396-424
common methods used, 398-410
earnings management vs., 397-398
investigation techniques, 415-421
perpetrators, 410-414
prevention best practices, 422-424
red flags and risk factors, 414-415
unintentional errors vs. fraud, 396-397
fraud triangle, 220, 255, 410-414
individual frauds (identity theft), 255, 261, 264, 265-268
internal (occupational) frauds, 253-263
asset misappropriation, 254, 257-262, 396, 413
bid rigging and kickbacks, 254, 256-257, 259, 264,
409, 549-551, 552
corruption, 254, 256-257, 324
defined, 253-254
employee schemes, 256-263

financial statement fraud, 255, 396-427
fraudster profile, 255-256
investor fraud schemes, 295-296, 312, 324, 406
mail fraud, 534
money laundering schemes, 268-271
organized crime, 271-273
securities fraud, 538-540
summary, 273-274
terrorist groups, 273
wire fraud, 534
Fraud theory approach to investigation, 229-230, 340
Fraud triangle, 220, 255, 410-414
Fraudsters, 410-414
mistakes in covering tracks, 220
motivation, 411-414
opportunity, 220, 255, 410-411
personality profile, 218, 255-256
rationalizations, 220, 255, 256, 414
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Fraudulent conveyances, bankruptcy fraud, 287-288, 293, 297

FRCP. See Federal Rules of Civil Procedure (FRCP)
Fringe benefits, 457
Front businesses, in maoney laundering, 269
Fruit of the poisonous tree, 74
Frye standard, 146
Frye test, 97
Frye v. Unit<d States, 148
FTK so’tw re, 328-332
Fullv ualified domain name (FQDN), 337
Fuuare cash flows, amounts of, 472, 475-476, 484, 515, 516
Yuture losses
individual litigation, 458
lost profits damages, 440, 444, 449-450
Future values, lost profits damages, 444

G

GAAP. See Generally accepted accounting principles

Gambling, money laundering and, 270

Garnishment order, 70

GAS. See Generalized audit software

Gatekeeper responsibility of judge, 147

General damage models, lost profits damages
before-and-after methodologies, 445
market share methodologies, 445-446
underlying contract methodologies, 446
wrongdoer’s ill-gotten profits methodologies, 446-447
yardstick (benchmark) methodologies, 445

Generalized audit software (GAS), 334

Generally accepted accounting principles (GAAP), 395, 396,
397

Geo-location of Internet users, 336

Gerstein v. Pugh, 72

Going concern value, 519

Gonzalez, Alberto, hacking case, 324

Good faith and fair dealing standard of conduct, 365

Goodwill, 372, 406-407

Google Big Query, 346

Gordon growth model, 505n1

“Gotcha” documents, 334
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Government retirement plans, 374-375

Governmental Accounting Standards Board, 20

Grand jury, 72-73, 96, 189

Greed, as motivation for fraud, 412-413

Grey directors, 422

Gross negligence, financial statement misrepresentations, 397
Grounds for new trial, 68

Guidance Software, 320, 328

Guideline public company method, 517

H

Habeas corpus, 76
Hackers, 262-263, 266, 324
Handbook for Chapter 7 Panel Trustees, 303
Handwriting analysis, 233
Harmless error doctrine, 70, 76
Header information, e-mail, 337, 340
Health care fraud schemes, 296
Hearsay
admissibility of, 98-101, 102
depositions as, 127
discovery, 118
exemptions to rule against, 100-101, 102, 150
Hidden bank accounts, 384
Hidden electronic storage space, 333
High-Tech Crime Network, 319
Holding the books open, 401
Honesty assessment techniques, fraud interviews, 236-237,
238-239
Horizontal analysis, financial statement investigations, 417, 421
Household services, losses related to, 458
HR-10 plans, 375
Hung jury, 66
Hybrid models of valuation, 506-507, 517
Hypothetical conditions, 525

I

TAFIS. See Integrated Automated Fingerorint System

ICANN. See Internet Corporation for Assigned Names and
Numbers

IDEA, 335

Identification interrogatories, 122

Identified risks of fraud, 219

Identity theft, 255, 261, 264, 265-268

Identity Theft and Assumption Deterrence Act, 265

Identity Theft Penalty Enhancement Act, 265

Idiosyncratic risk, 477, 478

IESBA code, 41-42

Illinois Law Enforcement Agencies Data System (LEADS), 344

Image copies, digital forensics, 342-343

Immunity, 73, 200

Impaired earnings, 457

Impeachment, 104

Implied equity risk premium, 480n26

Improper accounting of transactions or events, 398

Improper credit approvals, accounts receivable fraud, 259

Improper credits to customer accounts, 259

Improper cut-off sales, 401

Improper purchases, 259-260
Improper revenue recognition, 399-405
Improper write-offs, 259
In-house fraud detection system, developing, 222-223
In personam, 57
In re Denture Cream Products Liability Litigation, 93-94
In rem jurisdiction, 57
Inadmissible evidence, 73-74
Inadvertent disclosure, 91, 93-94
Inappropriate financial presentation, 409-410
Incentive stock options (ISOs), 367, 376
Incidental damages, 69
Income
concealment of, 382-386
determination of alimony and support, 379-382
fraudulent covering up of poor performance, 411
identification of, 368-369
normalization of, 373
valuation and quantification of, 369-378
Income approach to business valuation, 470-485, 504
application of, 505-514
for assets, 490
build-up model 479-482
capital asset pricing model (CAPM), 477-482
componeats.: 472-484
ameouns of future cash flows, 472, 475-476, 484, 515,
516
interest rate, 473-475
timing of cash flows, 473
constant growth model, 505-507, 517
cost of capital, 476-484, 513-514
defined, 470
discounted cash flow (DCF) model, 469, 470-471,
505-509
diversification benefits, 477-478
equity risk premium (ERP), 479-482, 514
firm-specific risk, 482
firm valuation, 508-509
fractional interests in firms, 510-513
future cash flow amounts, 472, 475-476, 484, 515, 516
interest rate, 473-475, 476
market approach vs., 486
modified CAPM, 479
principles, 471-472
risk-free rate, 479, 513-514
size premium, 478
summary, 484-485, 517
timing of cash flows, 473
total cost of capital, 482-484
unique risk, 478, 482
Income method in lost profits damages, 441-444
Income statement, 409
Independence, 5, 34-37, 41, 181, 190, 535
Independent interest approach to QDRO, 375
Indictment, 72, 188
Indispensable parties, 60
Individual frauds
defined, 255
e-mail phishing, 255
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identity theft, 255, 261, 264, 265-268
organized crime, 271-273, 323
Ponzi schemes, 295, 324, 406
securities fraud, 255, 538-540
terrorist groups, 273
Individual litigation for economic damages, 456-459
employer fringe benefits, 457
extra out-of-pocket costs, 457-458
lost wages, 456-457
taxes in personal litigation, 458-459
time value of money in, 458
Individual Retirement Account (IRA), 375-376
Industry, effect on value, 505, 519
Infor Approva Continuous Monitoring, 222
Informal value transfer systems (IVTS), 270
Informants, law enforcement privilege for, 96
Information security assurance (ISA), 218
Information security management systems (ISMS), 217
Information systems auditing, 326
Information Systems Auditing and Control Association
(ISACA), 12, 217, 326, 335
Information technology skills, 8
Informational questions, for fraud suspect, 235
Infringement, intellectual property claims of, 455-456
Initial case assessment, 191
Initial disclosure, 119-120
Injunctions, 437n1
Injured party’s expected return on investing the damage award,
449-450
Injury by breach of contract, 69
Innocent spouse rules, 379, 383-384
Input manipulation, vector of attack in electronic systems,
262-263
Inside directors, 422
Insiders, identity theft, 266, 267
Inspectors general, fraud detection by, 221
Institute for the Advancement of the Ameri<ar. Legal System,
121
Insurance
fraud investigation to support claim, 227
in matrimonial forensics, 369, 380-381
Insurance fraud, 265
Intangible assets, 468, 489, 491, 516
Integrated Automated Fingerprint System (IAFIS), 343
Integrated test facility (ITF) approach, 335
Integration techniques, in money laundering, 269, 270
Integrity and objectivity, 27, 40, 358, 360
Intellectual property damages, 455-456
Interest rates
in income approach to valuation, 473-475, 476
on safe investments, 458
Internal auditor, 220, 423
Internal control over financial reporting
FCPA requirements, 543
SOX requirements, 536
Internal control weaknesses, discovery and repair, 228
Internal frauds. See Occupational frauds
Internal Revenue Service (IRS)
case files, 298-299

Internal Revenue Code (IRC)
Forms. See IRC Form
Sections. See IRC section
Revenue Bulletins. See IRS Revenue Bulletin
Revenue Ruling. See IRS Revenue Ruling
International Accounting Standards Board, 20
International Association of Computer Investigative Specialists
(IACIS), 319
International Electrotechnical Commission. See ISO/IEC
International Ethics Standards Board for Accountants Code for
Professional Accountants, 41-42
International Ethics Standards for Accountants
Part A, Framework, 41
Part B, Accountants in Public Practice, 41
Part C, Professional Accountants in Business, 41
International Financial Reporting Standards, 397
International Islamic Front for Jihad Against the Jews and
Crusaders, 273
International Organization for Standardization. See ISO/IEC
International transportation of monies, 561
Internet Corporation for Assigned Names and Numbers
(ICANN), 165
Internet dispute resclut'on. See Online dispute resolution
Internet False Identif.cation Prevention Act, 265
Internet protocol (1P), 337-339
Internet.sexvice provider (ISP), 337
Interne’ s<:vices, in matrimonial forensics, 369
Inter p cader, 61-62
Inforrretation, 3
laterrogatories, 122-124
abuse of, 123-124
contention, 122-123
defined, 185, 362
FRCP allowance of, 117
identification, 122
requesting technical or statistical data, 124
summary, 127
work product rule objection, 124
Intervention in civil cases, 61-62
Interviewing, fraud investigation, 225, 234-239
confession of suspect, 237
defined, 234
flow of interview, 238
honesty assessment techniques, 236-237, 238-239
individual suspects, 235-239
admission-seeking questions, 237
assessment questions, 236-237
concluding questions, 237-238
confession of suspect, 237
confrontational questions, 237
informational questions, 235
introductory questions, 235
types of questions, 239
order of interviews, 235
preparation, 235
process of interview, 236
set and setting, 235
Interviews of knowledgeable persons, financial statement
investigations, 416
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Intrinsic (fundamental) value, 370, 371, 377

Introductory questions, for fraud suspect, 235

Inventory
of assets in marital estate, 368
misstatement of, 405-406, 407
theft of, 262

Invested capital, 509

Investigation phase, 188

Investigative processes and techniques
bankruptcy and related frauds, 302-303
concealed asset discovery, 385-386
digital forensics, 315, 325, 340-343, 416, 417
financial statement fraud discovery, 409, 414, 415-421
fraud prevention, detection, and response, 224-239
fraud theory approach, 229-230, 340

Investigative services, 4, 9, 13, 35-36, 182

Investigative skills, 7

Investment interest safe harbor, 550

Investment risk, 470

Investment value, 370, 518

Investor fraud schemes, 295-296, 312, 324, 406

Invigilation, 234

IP (internet protocol) addresses, 337

IP look-up services, 339-340

IP spoofing, 339

IP tracing, 337-339

IRA. See Individual Retirement Account

IRC Form 1040, 368

IRC Form 4506, 368

IRC Form 8300, 553

IRC Form 8332, 382

IRC Form 8857, 383

IRC Section 1.71-1T, 381

IRC Section 1.483(c)(3)(i), 366

IRC Section 1.1041-2, 367

IRC Section 66, 384

IRC Section 71, 380, 381

IRC Section 152, 382

IRC Section 162, 383

IRC Section 215, 380

IRC Section 301, 367

IRC Section 401, 373, 376

IRC Section 414, 375

IRC Section 483, 366

IRC Section 1041, 366, 367

IRC Section 6015, 383-384

Irrelevant evidence, 88

IRS Revenue Bulletin No. 1997-02, Notice 97-11, 1997-1CB
379, 374-375

IRS Revenue Ruling 59-60, 370

IS Auditing Guidelines, 335

ISA. See Information security assurance (ISA)

ISACA. See Information Systems Auditing and Control
Association

ISMS. See Information security management systems (ISMS)

ISO/IEC 27K series, 217

ISO/IEC 15408 series, 218

ISO/IEC 15443 series, 218

ISO/IEC 17025: 2005, 321

ISOs. See Incentive stock options

ISP. See Internet service provider

Issue preclusion, 70

ITE. See Integrated test facility (ITF) approach
IVTS. See Informal value transfer systems (IVTS)

J

JMOL. See Judgment as a matter of law
Joinder of claims, 59-61, 65
Joint Ethics Enforcement Program (JEEP), 39
Jones & Laughlin Steel Corp. v. Pfeifer, 462 U.S. 523 (1983), 458
Judgment

calculation and distribution of, 187

in civil trials, 66-67

motion for, 64

motions after, 67
Judgment as a matter of law (JMOL), 66, 67
Judicial notice, 87
Jurisdiction, 57
Jurisdictional exception, valuation practice, 521
Jury trials

in civil cases, 65

in criminal ciser, 75
Jury verdicts, €6

K

Kardainv. Nat'l. Gypsum Co., 73 E. Supp. 798 (E.D. Pa. 1947),
539

Fellogg Brown & Root (KBR) and Halliburton case, 541-542

Keogh plan, 375

Kessler International, 322

Kickbacks and bid rigging, 254, 256-257, 259, 264, 409,
549-551, 552

Kiting, accounts receivable fraud, 406

Knowledge of witnesses, 97

Kovel privilege, 90-92, 94-95

Kumbho Tire Company Ltd. v. Patrick Carmichael, 526 U.S. 137
(1999), 28, 98, 148, 439, 455

L

La Cosa Nostra (LCN), 272
Lapping, accounts receivables fraud, 258-259, 406
Larceny, 413, 533
Law and legal issues. See also Fraud-related laws; specific Acts
by title
accounting vs. legal fair value, 518-519
bankruptcy and related fraud investigations, 302-303
business valuation, 518-519, 520
collaborative law, 359
digital forensics, 315-317
essence of forensic accounting, 3
evidence and, 85, 88, 198
fraud investigations, 225
initial case assessment, 191
jurisdictional exception, 521
legal principles related to lost profits damages, 454-455
safe-rate of return required by, 450
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Law enforcement investigations. See also Federal Bureau of
Investigation (FBI); specific legal case by name
legal issues in working with, 315-316
private forensic investigations vs., 321-322

Law enforcement privilege, 96

Law of evidence, 85

Layering techniques, in money laundering, 268-269, 270

LCN. See La Cosa Nostra

Leading questions, 104

LEADS. See Illinois Law Enforcement Agencies Data System

Lease agreements, non-cancelable, 408-409

Legal conclusions, as judge’s responsibility, 152

Legal evidence, planning for engagement, 197

Legal foundation of evidence, 87

Legal issues. See Law and legal issues

Legal knowledge, 8

Legal vs. accounting fair value, 518-519

Legitimate businesses, in money laundering, 271

Levitt, Arthur, 398

Liabilities
identification of, 368-369
misstatement of, 407-409
normalization of, 373
off-the-book arrangements, 408-409
valuation and quantification of, 369-378
valuing unrecorded, 492

Liability of expert witnesses, 159-160, 200

Licenses, valuation of professional, 372

Life insurance policy, in divorce cases, 380

Life insurance trusts, 301

Lifestyle analysis, 381

Limiting conditions of valuation, 523-524

Liquidation of enterprise, 519

Listed firms vs. small-to-medium enterprises (SMEs); voluing,
478-479, 510-513

Litigation. See Civil procedure; Commercial litigation;
Criminal procedure; individual litigaticn

Litigation consulting services, 34

Litigation services, 143-169
advocacy threat, 36
alternative dispute resolutions (ADR), 160-168
application of professional standards, 190, 192
defined, 182
engagement management, 191-197
expert consultant vs. expert witness, 144
expert witness services, 34, 36, 144-160, 182, 187. See also

Expert witness
fact witness services, 36
forensic accounting role, 4, 13
management participation threats, 36
requisite knowledge, 28
Sarbanes-Oxley Act, 34
threats to independence, 34
types of, 143-144

Live acquisition of evidence, 342

Live database acquisition, 342

Loan agreements, in matrimonial forensics, 369

Loan-fee schemes, 296

Loans

concealed assets in applications for, 291
motivation for fraud and, 411
off-shore, 270
recorded as revenue, 399-400

Logs
analysis in digital forensics, 327, 340
for digital evidence, 320, 322, 333, 338, 342
for examiner activities, 328
privilege, 93-94, 134

Long-arm statute, 57

Loss exposures, fraud risk and, 218

Loss of value damages, 439, 441, 453

Loss period, 440, 444, 456

Lost accounting income, 441-444

Lost cash flow, 441-444

Lost earnings, 456-457

Lost profits damages, 441-456
avoided costs in measurement of, 447
calculation of, 447, 449-452
defined, 439
ex ante and ex post approaches to, 450-453
extra out-of-pocket costs, 453
general damage models, 445-447
income and cosh flow methods of measure,

441441

intelle<tuzl property, damages to, 455-456
legal-principles related to, 454-455
length of damage period, 444
raitigation, 454
practical constraints limiting losses, 448, 449
taxes on business damages, 452-453
time value of money in, 448-450
unestablished businesses, 453

Lost revenues, estimating, 447, 448

Lost wages, 439, 456-457, 459

M

Madoff, Bernie, Ponzi scheme case, 324
MAFE See Master Analyst in Financial Forensics
Mail fraud, 534
Mail-handling schemes, 257
Management Consulting Services Executive Committee, 20
Management participation threat, 26
Managerial capacity, as practical constraint limiting losses, 448
Mandatory disclosure, 119-120
Marfork Coal Company Inc. v. Smith, 274 ER.D. 193 (S.D. W.Va.
2011), 118n1
Marital privilege, 89, 95
Marital property
character and division of, 365-366
designation of, 365
inventory of assets, 368
valuation of
personal residence, 379
professional practices, 371-373
retirement assets, 373-376
standards of value, 370-371
stock options, 376-378
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Marker v. Union Fid. Life Ins. Co., 125 ER.D. 121 (M.D.N.C.
1989), 126n46
Market approach to business valuation, 485-488, 504, 517
application of, 514-515
for assets, 490
comparable firms, choosing, 485, 486, 487-488, 514-515
cost approach vs., 491
defined, 470
income approach vs., 486
observing prices, 487-488
scaling prices with price multiples, 486-487
summary, 488
theory, 486
Market interest rates, 449
Market price, 485, 490, 570
Market risk, 477, 478
Market risk premium, 479n24. See also Equity risk premium
Market share constraints, as practical constraint limiting losses,
448
Market share methodologies, lost profits damages, 445-446
Marketing, 198-199
Marrese v. American Academy of Orthopedic Surgeons, 120
Massino, Joseph, 187
Master Analyst in Financial Forensics (MAFF), 13
Matrimonial forensics, 357-387
accepting the engagement, 360
alimony and support, 379-382
assets, liabilities, and income, 368-378
concealment of, 290, 300, 382-386, 407, 412, 413
identification of, 368-369
misrepresentation of, 396
normalization adjustments, 373, 379
valuation and quantification of, 369-378
character and division of property, 365-366
discovery, 358, 362-365
divorce process, 360-362
forensic accountant’s role, 358-359
fraud in, 290, 299-300, 382-386
summary, 386-387
tax consequences of asset distribution, 366-367
Means test, in bankruptcy proceedings, 286
Med-arb process, ADR, 164
Mediation, 10, 161, 162, 163, 164-166, 359
Medical and rehabilitation costs, individual litigation, 457-458
Medical examinations, requests for, 131-132
Medicare/Medicaid fraud, laws against, 550, 551-552
Mens rea (guilty mind), 151
Mental examinations, requests for, 131-132
Meyer v. Sefton, 5
Microstrategy Business Intelligence Platform, 222
Mid-America Tablewares, Inc. v. Mogi Trading Co., 100 E3d
1353 (7th Cir. 1996), 454n22
Mid-year discounting convention, 507-508
Misappropriation of petty cash, 260
Misleading behavior, 31
Misstatement (misrepresentation) on financial statements. See
Financial statement misrepresentation
Mitigation of ongoing lost profits damages, 454
MLCA. See Money Laundering Control Act (1986)

Model order, for QDRO, 374-375
Modified CAPM, 479
Modria Resolution Center, 167
Modus operandi, expert testimony on, 152
Monetary transaction, legal definition, 554-555, 563
Money Laundering Control Act (1986) (MLCA), 271, 553-563
Money laundering fraud schemes, 268-271
anti-money-laundering laws, 271, 552-563
integration techniques, 268,270-271
layering techniques, 268, 270
placement techniques, 268, 269
Money Laundering Suppression Act, 271
Mortgage fraud, 265, 325
Motions
in civil trials, 184
to dismiss, 63
for judgment, 64
for a more definite statement, 63
motion in limine, 145-146
for summary judgment, 64
Motivation for fraud, 411-414
Multiple filing schemes, 287288
Multiple performance cbligations, premature revenue
recognition and; 400
Murder cases. ‘digital forensics in, 323, 324
Mutually 2zieed-apon expert, 359

N

Naitonal Association of Certified Valuators and Analysts
(NACVA), 12-13, 40-41, 44

National Commission on Fraudulent Financial Reporting,
398n3

National Crime Information Center (NCIC), 344

National Institute of Standards and Technology (NIST), Special
Publication 800-86, 325

National Law Enforcement Telecommunications Systems
(NLETY), 343

Natural price vs. market price, 490

NCIC. See National Crime Information Center

Net cash flow to equity, 512-513

Net cash flow to invested capital, 509n7

Net cash flow to the firm (CFFIRM), 508-509

Network forensics, 335-340
defined, 313-314
examples of investigations involving, 336
IP spoofing, 339
IP tracing, 337-339
software used by examiners, 339-340
traffic monitoring, 339

Network intrusion detection, 336

Network storage devices, data extraction issues,
333

Neutral fact finder, 59

New York Convention, 164

New York State Society of Certified Public Accountants
(NYSSCPA)
Code of Professional Conduct, Rule 506, 39

News media, controlling embarrassing reports concerning
fraud in, 228
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Nigerian 419 scam, 271

NLETS. See National Law Enforcement Telecommunications
Systems

No effort answers to interrogatories, 124

Nominal amounts, lost profits damages, 448, 450

Nominal damages, 69

Non-administered arbitration, 163

Non-attest services, 190

Non-authoritative guidance, 19, 44

Non-cancelable lease agreements, 408-409

Non-modifiable alimony, 379

Non-operating assets, valuation of, 515

Non-revocable trusts, 301

Non-statistical methodologies, estimating costs, 447

Nonbinding arbitration, 359

Nonqualified retirement plans, valuation in divorce proceeding,
376

Nongqualified stock options (NQ), valuation in divorce
proceeding, 367, 376-377

Nontraditional analysis of financial transactions, 417

Normalization of assets, liabilities, and income, 373, 379

o

Objections during interrogatories, 122
Objectivity, 27, 358, 360
Observation evidence, 233-234
Observed enterprise value, 514
Obstruction of justice, 566-567
Occupational frauds, 253-263
asset misappropriation, 254, 257-262, 396,
413
bid rigging and kickbacks, 254, 256-257, 259, 264, 40
549-551, 552
corruption, 254, 256-257, 324
defined, 253-254
employee schemes, 256-263
financial statement fraud, 255, 396-477
fraudster profile, 255-256
ODR. See Online dispute resolution
Off-shore accounts, 270
Off-shore consulting fees or loans, 270
Off-shore credit and debit cards, 270
Off-the-book arrangements, 408-409
Office of the Inspector General (OIG), 550-551
Online Analytical Processing (OLAP), 222
Online dispute resolution (ODR), 165, 167
Online search firms, in matrimonial forensics, 369
Opinions
audit opinion, 4
of expert witness, 4, 97-98, 149-152, 156, 455
Opportunity cost of capital, 474. See also Cost of capital
Opportunity for fraud, 220, 255, 410-411
Option pricing models, 469
Oral report, 4, 521
Orderly liquidation value, 519
Ordinary negligence, financial statement misrepresentations,
396-397
Organized crime, 271-273, 323
Original documents, 101-103

Out-of-court admissions, hearsay exceptions, 101
Output method, for revenue recognized over time, 402

P

P/E. See Price-to-earnings (P/E) ratios
Panel trustees, 303
Paparelli v. Prudential Ins. Co. of Am., 108 ER.D. 727 (D. Mass.
1985), 126n47
Parallel entities bleed-outs, 295
Parallel simulation approach, digital forensics, 335
Parties, 64-65
Partnership dissolution, asset concealment in, 291
Pass-through tax entities, valuation of, 492, 516
Past losses
individual damages, 458
lost profits damages, 444, 448-449
Patented technology, lost profits damages, 456
Patient Protection and Affordable Care Act (2010), 545, 550
Pattern-based indicators of fraud, 221-222
Payless Shoe Source Worldwide Inc. v. Target Corp., 2008 U.S.
Dist. LEXIS 28878 (L. Kan. Apr. 8, 2008), 126n47
Payment for services;ei:d Kovel rule, 91
Payroll fraud, 261--262
PBGC. See Pensian Benefit Guaranty Corporation
PCAOB. Se¢ Puuiic Company Accounting Oversight Board
PEEC. S Professional Ethics Executive Committee
Peer reviewy, 31
PelouY2t, Maurice, 5-6
Per sion Benefit Guaranty Corporation (PBGC), 374
Fercentage-of-completion contracts, 402
Peremptory challenge, 65
Perjury sanction, expert witness, 160
Permanent alimony, 379
Permissive joinder, 60, 61
Perpetrators of fraud, 410-414
mistakes in covering tracks, 220
motivation, 411-414
opportunity, 220, 255, 410-411
personality profile, 218, 255-256
rationalizations, 220, 255, 256, 414
Personal Financial Planning Executive Committee, 20
Personal goodwill, 372
Personal injury litigation, 457, 459
Personal jurisdiction, 63
Personal residence, valuation in divorce proceeding, 367, 378
Persuasive techniques, for fraud suspect interview, 239
Peterson, Scott, murder case, 324
Petition mills, 287-288
Petty cash misappropriation, 260
Phishers, 266
Physical evidence, 86, 231
Physical or mental examinations, requests for, 131-132
Physical surveillance, 417
Physician-patient privilege, 89, 95
Pinkerton v. U.S., 328 U.S. 640 (1946), 565n12
Placement techniques, in money laundering, 268-269
Plaintiff
claim filing, 59
discovery and, 118
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Plaintiff (continued)
divorce cases, 360
pleadings allowed, 63
real party in interest, 64
Planning and supervision standard, for valuators and analysts,
41
Planning the engagement, 28
Plead with particularity, 63
Pleadings, 63
Point of sale skimming scheme, 257
Policy violations, network forensics, 336
Pollack, Richard A., 11
Ponzi schemes, 255, 295, 324, 406
Poole v. Textron Inc., 192 ER.D. 494 (D. Md. 2000), 126n46
Portfolio theory, 477-478
Post-conviction remedies, 76
Post-trial, civil procedure, 187
Post-trial losses, 444
Post-trial motions, 67-68
Practical constraints limiting lost profits, 448, 449
Practice Aids, 44
FVS 06-1, Calculating Intellectual Property Infringement
Damages, 11
FVS 06-4, Calculating Lost Profits, 11
FVS 07-1, Forensic Accounting-Fraud Investigations FVS
(Formerly BVFLS), 11
Practice development, forensic accounting service
abuse and unreasonable demands, 200-201
expert liability, 200
experts Curriculum Vitae, 199
marketing, 198-199
Practice goodwill, 372
Practitioner recruitment safe harbor, 550
Predatory discovery
in alternative dispute resolution, 160-161
in depositions, 127-131
in interrogatories, 123-124
methods to fight, 133-134
origins of, 120-121
Predication principle for investigation, 228-229
Predictive data analytics, 345
Prejudgment interest, 443-444, 448, 450-452
Preliminary hearing, 72
Premature revenue recognition, 400
Premises of value, 519
Prenuptial agreements, 366
Preponderance of the evidence, 66
Prescriptive data analytics, 345
Present value of future losses, 440, 449, 458
Present value (PV), 569-574
basic math behind TVM calculations, 570-571
calculation of, 450-452, 458, 469, 474, 475, 476-479, 482,
510, 569-574
components of TVM calculation, 571-574
importance of, 484, 569-570
length of damage period affecting, 443
Pressures to commit fraud, 220, 255, 256
Presumptions, in civil cases, 107
Pretrial conference, 186

Pretrial hearings, 73
Pretrial motions, 64, 73-75
Price. See also Value
asset prices, 485, 491, 515
defined, 468, 515
inflation or deflation of, 474
market price, 485, 490, 570
natural vs. market, 490
observing in business valuation, 487-488
scaled prices, 486-487
terminal price, 507
of total invested capital, 514
Price multiples, 486-487, 517
Price-to-earnings (P/E) ratios, 486, 487
PriceWaterhouse Coopers, 322
Priest-penitent privilege, 95
Prima facie case, 66
Privacy, reasonable expectation of, 94, 315, 316
Private forensic investigations
law enforcement investigations vs., 321-322
legal issues in working with, 316-317
types of services, 322
Private Securities Lifigation Reform Act, 540
Private trustees, 303
Privileges, 8826
abuse-afaccess privileges, 262
accountant-client privilege, 89, 90
aseountants hired by lawyer, 90
2ttorney-client. See Attorney-client privilege
discovery and, 118
law enforcement, 96
log, 93-94, 134
marital privilege, 89, 95
physician-patient privilege, 89, 95
priest-penitent privilege, 95
psychotherapist-patient privilege, 95
against self-incrimination, 96
subpoenaed information and, 125
waiver by self-reporting, 89-94, 425
work product exception to discovery, 89, 91-95, 118-119,
120, 124, 125, 131, 134, 135, 191, 315, 358
Probable cause, 71, 72, 228-229
Probative value of evidence, 87
Problem solving skills, 8
Production capacity, as practical constraint limiting losses,
448
Production cycle frauds, 261-262
Production of documents, 129
Professional competence, 28, 40, 360
Professional ethics and responsibilities, 19-45. See also Code of
Professional Conduct
American Society of Appraisers (ASA) code of ethics, 42
application of, 21
Association of Certified Fraud Examiners (ACFE) Code of
Conduct, 42
authoritative regulatory bodies, 42
Code of Ethics for Professional Accountants (IESBA
code), 41-42
Ethics Charging Authority (ECA), 39
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General and Ethical Standards of the National Association
of Certified Valuators and Analysts, 40
International Ethics Standards Board for Accountants
Code for Professional Accountants, 41-42
Joint Ethics Enforcement Program (JEEP), 39
National Association of Certified Valuators and Analysts
(NACVA) valuation standards, 40-41, 44
non-authoritative guidance, 19, 44
professional responsibilities, 42-43
state boards of accountancy, 40
state CPA Societies, 37-39
summary, 44-45
Uniform Standards of Professional Appraisal Practice
Ethics Rule, 42
Professional Ethics Executive Committee (PEEC), 21,
37-39
Professional goodwill, 372
Professional judgment, 25, 190
Professional negligence lawsuit, expert witness, 160
Professional organizations, 10-13. See also American Institute
of Certified Public Accountants (AICPA); specific
organizations by name
Professional practices, valuation of, 371-373
Professional standards, 192, 199
Program alteration, vector of attack in electronic systems, 263
Proper legal foundation for evidence, 87
Property, plant, and equipment account, overstating of, 406
Property distributions as alimony, 381
Proprietary information, theft of, 264
Protected files, digital forensics, 343
Protective order, 131, 134
Proximate cause standard, lost profits damages, 438, 454
Proxy chain, 339
Proxy servers, for avoiding IP tracing, 338-339
Psychology, understanding of, 8
Psychotherapist-patient privilege, 95
Public Company Accounting Oversight Boaca (PCAOB),
20, 535
Public document reviews, financial staienient investigations,
416
Public domain documents, source of evidence, 231
Public Law 91-508, 552-553
Public oversight organizations, as element of strong corporate
governance, 423
Public records and reports, 101, 291
Public trial, right to, 75
Publicly-traded stock options, 377-378
Punishment for fraud, 228
Punitive damages, 69, 440, 456, 459
Purchasing fraud, 257, 259-261
PV. See Present value

Q

Qualified domestic relations order (QDRO), 374-375, 376
Qualified retirement plans, 373, 374-376

Qualified stock options, valuation in divorce proceeding, 376
Quantitative and qualitative approach to valuation, 505
Quantitative approach to risk assessment, 218

Quazzani, Khalid, counterterrorism case, 324
Question of fact, 85

Question of law, 85

Questioned document analysis, 233

Qui tam lawsuits, 545-549

Quid pro quo in bribery, 540

R

Racketeer Influenced and Corrupt Organizations (RICO) Act,
272,535
Racketeering, 272, 535
RAID. See Redundant array of independent disks (RAID)
devices
Random indicators of fraud, 221
Range estimates, in expert opinion, 151
Ratio analysis, financial statement investigations, 417, 418-420
Rationalizations for committing fraud, 220, 255, 256, 414
RCFLs CART. See Regional Computer Forensic Laboratory’s
Computer Analysis Response Team
Re-dating accounts receivable, 405
Real estate fraud, 265
Real party in interest; &
Real vs. nominal amcuants, future losses calculation, 450
Reasonable certainty evidentiary standard, 438, 454
Reasonable cxpertation of privacy, 94, 315, 316
Reasonal: e iee, for trustee of estate, 301
Reaconable royalties, damages based on, 456
Receiver, 359
Recorded recollections, 100
Fecords
prevention of predatory discovery,
133-134
of regularly conducted business activity, 100
retention of, 32
Red flags
bleed-out schemes, 294
bust-out schemes, 293
debtor-creditor collusive schemes, 296
financial statements fraud, 414-416
as fraud indicators, 221, 237
health care fraud schemes, 296
identity theft, 266
investor fraud schemes, 295
straw buyer and fictitious bidder schemes, 297
Redundant array of independent disks (RAID) devices, 343
Referral agreement safe harbor, 551
Referral services safe harbor, 551
Refusal to answer interrogatories, 123
Regional computer forensic laboratories, 321
Regional Computer Forensic Laboratory’s Computer Analysis
Response Team (RCFLs CART), 321
Regulatory bodies, 42
Rehabilitation costs, individual litigation, 457-458
Rehabilitative alimony, 379
Reimbursement alimony, 379
Related-party transactions, 410
Relative value model, 469, 470, 504
Relevance of evidence, 87-88, 118
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Reliable principles and methods standard for expert witness,
148-149
Religious organization schemes, 296
Reload options, valuation in divorce proceeding, 377
Remedies, 68-70, 437n1
Rent-a-judge approach to dispute resolution, 164-165
Rental agreement safe harbor, 551
Report to the Nations on Occupational Fraud and Abuse, 12
Reporting
Bank Secrecy Act requirements, 552-553
business valuation, 504, 521, 522-523
for calculation engagement, 43
communication with counsel, 197
computer forensic investigations, 325, 343
expert reports, 120, 153-154, 185
fair value, 518
fraud investigation, 225
internal control over financial reporting, 536, 543
payments to officials, 540
for valuation engagement, 43, 522-523
as work product, 4
Representative admissions, 99
Requests
for admission, 132-133, 185
for electronically stored information, 129-131
for entering onto land, 129-131
for physical or mental examinations, 131-132
prevention of abuse, 133-134
for production of documents, 129-131, 185
for tangible items, 129-131
for technical or statistical data in interrogatories, 124

Required (rate of) return, in present value calculation, 469. 474,

475, 476-479, 482, 510. See also Cost of capital
Res judicata, 70
Rescission, 437n1
Residual risks of fraud, 217
Restitution, 228, 437n1
Restraining orders, 362
Restructuring, post-bankruptcy, 286
Retailer bust-outs, 294
Retention of records, 32
Retirement assets, valuation in divorce proceeding, 373-376
Retrospective valuation, 520
Return of service, 62
Returns fraud, 264
Revenue
improper recognition of, 399-405
bill-and-hold sales, 404-405
consignment sales, 404
on financial statements, 255
improper cut-off of sales, 401
percentage-of-completion contracts, 402
premature revenue recognition, 400
recognition of conditional sales, 401-402
revenue to be reported over time, 402
sham sales, 399-400
unauthorized shipments, 403-404
measuring lost revenue, 448-450
Revenue cycle frauds, 257-259

Reverse proof, fraud investigation, 226-227
Reviews
of financial statements, 5
in valuation services, 43
Revocable living trust, 300
RICO. See Racketeer Influenced and Corrupt Organizations
(RICO) Act
Rights of the defendant. See Constitutional rights
Risk-adjusted discount rates, 449
Risk analysis, fraud risk management, 8, 223
Risk assessment, fraud investigation, 216-217, 218
Risk factors
capital asset pricing model, 477-478
for financial statement fraud, 414-415
Risk-free asset, 477, 479
Risk-free interest rate, 479, 482, 513-514
Robbery, 534
Rodriguez, Alex, sports doping case, 323
Roth IRAs, 375
Round-tripping, improper revenue recognition, 399
Routers and switches, 337
Rule 26(f) conference
discovery sequ¢nce, 120
interrogatories. 122
request t¢. aomit, 132
Rules of ciwiinrocedure. See Civil procedure
Rulingsand orders, civil trials, 184

5

Sabotage, as fraud scheme, 263, 264

Sabre v. First Dominion Capital, LLC, 2001 U.S. Dist. LEXIS
20637 (S.D.N.Y. Dec. 10, 2001), 125n43

Safe-rate of return required by law, 450

Saldana v. K-Mart Corp., 84 E Supp. 2d 629 (D.V.I. 1999), revd.

in part, 260 E 3d 228 (3rd Cir. 2001), 128n60
Sales

bill-and-hold sales, 404-405

channel stuffing, 403-404

consignment sales, 404

improper cut-off of, 401

percentage-of-completion contracts, 402

of physician practices, 550

premature recognition of revenue from, 400

recognition of conditional sales, 401-402

sham sales, 399-400

side agreements for sales, 401

trial period for a sale, 401-402
Sales-skimming schemes, 257-258, 293, 409
SAR. See Suspicious Activity Report
Sarbanes-Oxley Act (2002)

adoption of obstruction of justice crimes, 566, 567

effect on forensic accounting, 6

fraud detection controls, 219

registration requirement, 34

Section 201, 535

Section 404, 218, 536

Section 802, 287

Section 906, 423
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Title I, establishment of PCAOB, 535
Title II, auditor independence, 535
Title 111, board of directors and audit committees,
535-536
Title IV, financial reporting to SEC, 536
Title VIII, penalties for financial crimes, 536
SAS Enterprise Miner, 346
SASs, 29
Savings incentive match plans for employees (SIMPLE) IRAs,
375
Sawmill log analyzer software, 340
Scaled prices, 486-487
Scam transactions, in money laundering, 270, 271
Scheduling, planning for engagement, 197
Schlagenhauf v. Holder, 379 U.S. 104 (1964), 131n73
Scientific evidence, 98
Search and seizure issues in criminal cases, 74-75
Search warrants
advantage, 322
in evidence gathering on fraud, 232
exemptions to requirement, 74
limitations, 315-316
requirements, 74
SEC. See Securities and Exchange Commission (SEC)
Section 341 hearings, 302-303
Securities Act (1933), 538-539
section 11, 539
section 12, 539
Securities and Exchange Commission (SEC)
anti-bribery role, 543-544
fraud investigation role, 424
Securities Exchange Act (1934), 407, 425, 538,
539-540
section 10b, 539-540
section 18, 540
Securities fraud, 538-540
Seither v. Seither, 779 So. 2d 331 FLA 2d DCA 1999, 378n4
Self-incrimination, 72, 75, 96
Self-interest threat, 26
Self-review threat, 26
Semi-fixed costs, 447
Semi-variable costs, 447
Sentencing, 76
SEP. See Simplified employee pensions
Separate interest approach, 375
Separate property, 365, 368
Service of process, 57, 62-63
Settlement, 186
Settlement facilitation, 359
Sham sales, 399-400
Shareholder agreements, effect on value, 519
Shareholder litigation, legal fair value and, 518-519
Sharpe-Lintner Capital Asset Pricing Model (CAPM). See
Capital asset pricing model
Sherman Act violations, 257
Short bank deposit, 258
Short shipments, 264
Side agreements for sales, 401
Simba ETL processing software, 346

SIMPLE. See Savings incentive match plans for employees
(SIMPLE) IRAs

Simplified employee pensions (SEP), 375-376

Sinclair Ref. Co. v. Jenkins Petroleum Co., U.S. 689 (1933),
450-451

Single-factor indicators of fraud, 221

Sixth Amendment to U.S. Constitution, 75, 104, 555

Size premium, CAPM, 478-479

Skill, knowledge, education, experience, and training (SKEET)
skills, 193

Skimming, 257-258, 293, 409

Small-to-medium enterprises (SMEs) vs. listed firms, valuing,
478-479, 510-513

Smurfing, in money laundering, 269

Social media, as evidence, 105-106

Social network analysis, fraud detection, 223, 322-323

Social Security benefits, in divorce cases,
380-381

Solid state storage devices (SSDs), 332-333

Special master role in mediation, 359

Specific performance, 437n1

Speculation, in expert 9pinion, 151

Speedy trial, 75

Spoliation, 200

Sports doping -ase, digital forensics in, 323

Spousal vrivilege. See Marital privilege

Spousal’suaport, 379-381

SSAEs; 2y

SE€ARSs, 29

N8LS No. 1, Consulting Services: Definition and Standards
section 100, 31, 42-43, 44, 45, 187-188, 190, 286, 304, 520

SSDs. See Solid state storage devices

SSVS No. 1, Valuation of a Business, Business Ownership
Interest, Security, or Intangible Asset
section 100, 43, 45, 187, 190-191, 202, 286, 304, 468, 517,

520-524, 525

section 9100, 521-522

Staffing and supervision, planning for engagement, 197, 360

Standards-based information security management, 217-218

Standards of practice for valuation, 520-521

Standards of value, 517-519
fair market value, 370, 371, 518
fair value, 371, 518-519
intrinsic (fundamental) value, 370
investment value, 370, 518

Standing, in relationship to search and seizure, 74

Standing to sue, 57, 58

Standing trustees, 303

Stark Law, 551-552

State Boards of Accountancy code of conduct, 40

State certified public accountant societies, 37-39, 42

State court systems, 57-59, 76, 365

State Farm Mut. Auto Ins. Co. v. New Horizont, 254 FR.D. 227
(E.D. Pa. 2008), 125n42

State v. Eleck, 106

Statements against interests, 101

Static acquisition of evidence, 341-342

Static IPs, 337

Statistical methodologies, estimating costs, 447
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Statutory damages for trademark infringement, 456
Statutory interest rate, 449
Step costs, 447
Sting provisions, Money Laundering Control Act, 562
Stipulations, 185
Stitch ETL processing software, 346
Stock, 270, 367
Stock options, valuation in divorce proceeding, 367, 376-378
Stopping an ongoing fraud, 226
Storage devices, computer, 332-333
Straw buyer and fictitious bidder schemes, 297
Subject matter jurisdiction, 57
Subpoena duces tecum, 96, 157, 232
Subpoenas
for depositions, 124-125, 157
for documents, 125, 362
firms’ response to, 56
grand jury, 72
for IP address owners, 337
as means of evidence gathering on fraud, 232
private sector’s reliance on, 322
privilege claim, 125
quashing or modifying, 125
of witnesses, 157, 189
Substandard goods, vendor fraud scheme, 264
Sufficient relevant data, 28-29, 41
Summary judgment, 64
Summons, 57, 62
Supervisory power, 71
Surprising a suspect, 238
Surveillance, 233, 263, 267, 317, 417
Survey method, for revenue recognized over time,
402
Suspicious Activity Report (SAR), 271, 553

T

Tableau, 347
Tangible assets, 129-131, 489
Tax bust-outs, 294
Tax Executive Committee, 20
Tax-refund fraud, 265
Tax returns
disclosure of concealed assets, 291
in divorce case examinations, 368, 379, 383
misstatement of financial statements associated with, 413
Tax shield, 510
Taxes
asset distribution in divorce settlements, 366-367
benefit of borrowing, 510-511
on business damages, 452-453
deductibility of alimony, 380, 381
determining fraud loss, 227
federal tax crimes, 536-538
in personal litigation, 458-459
Technical knowledge, as practical constraint limiting losses,
448
Temporary restraining order (TRO), 69
Terminal period (terminal year), valuation modeling, 507

Terminal value (terminal price), valuation modeling, 507
Terrorist groups
focus and funding, 273
Khalid Quazzani counterterrorism case, 324
money laundering laws affecting, 552, 553-563
Test data approach, for application logic and controls, 334
Testamentary trust, 300-301
Testimonial evidence, 86
Theft of company checks, 261, 264
Theft of inventory, 262
Threats to compliance, Code of Conduct, 25-26, 45
Tienda v. State, 106
Time rule, for inclusion of unvested stock options in marital
estate, 378
Time-series analysis, 505
Time value of money (TVM)
calculation of, 443-444, 569-574
for compensatory damages, 440
in individual litigation, 458
in lost profits damages, 443-444, 448-450
reflected in discount factor, 470
Timetables, planning for =ngagement, 197
Timing of cash flow¢. 473, 475-476
Timing of divorce proceeding, accepting engagement,
360
Tip lines, savrce of fraud detection, 220
Top-down risk assessment, 218
Tor ni=&work, 339
Touts length of damage period, 444
‘Total cost of capital, 482-484
Total invested capital, 509n8
Total offset method, for future loss calculation,
458
Trade secret litigation, 456
Trademark infringement, 456
Traditional accounting
business valuation vs., 468
forensic accounting vs., 4
Traffic monitoring, digital forensics, 339
Transactional immunity, 73
Treadway Commission, 217, 398n3, 399, 536
Trial
civil, 63-67, 184, 186
criminal, 75, 76, 189
divorce cases, 362
fraud theory and, 230
reasons for a new, 68
Trial period for a sale, 401-402
Trier of fact, 86
TRO. See Temporary restraining order
Trustees
in bankruptcy cases, 286, 287, 289, 292, 297, 302
in estate divisions, 300-301
of U.S. Trustee Program, 10, 303-304
Trusts
as concealed asset, 270
forensic accounting services needed, 10
fraud in administration of, 300-302
TVM. See Time value of money
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U

UDRP. See Uniform Domain Name Dispute Resolution Policy
Unauthorized access, vector of attack in electronic systems, 263
Unauthorized payments, 261
Unauthorized shipments, 403-404
Unavailable declarant, 101
Uncertain opinion, expert witness, 151
Unconstitutional arrest, 74
Unconstitutional search, 74
Under-the-table cash, in money laundering, 270
Undercover operations, financial statement investigations, 417
Underlying contract methodologies, lost profits damages, 446
Understanding with client, 190
Undue influence, and corruption, 253-254
Undue influence threat, Code of Conduct, 26
Unestablished businesses, lost profits damages, 453
Unfair advantage, desire for, 413
Unified case file, fraud investigation, 225
Uniform Domain Name Dispute Resolution Policy (UDRP),
165
Uniform Fraudulent Conveyance Act, 297
Uniform Standards of Professional Appraisal Practice, 42
Unimpaired earnings, 457
Uninformative responses to interrogatories, 123
Unique risk, 477, 478
United States Bankruptcy Courts, 285
United States Code (USC)
11 U.S.C,, 285, 286, 304
12 U.S.C,, sections 1951-1959, 552-553
15 U.S.C,, sections 78dd-1, 425
18 U.S.C.
section 341, 302-303
section 341(a), 303
section 371, 563-564
section 471, 534
section 544, 297
section 548, 297
section 873, 534
section 1001, 534
section 1028, 534
section 1029(a)(1-4), 535
section 1341, 534
section 1343, 534
section 1344, 534
section 1503, 566
section 1505, 566
section 1512, 566
section 1519, 566, 567
section 1520, 566, 567
section 1829b, 552-553
section 1956-1957, 553-563
section 1961-1968, 535

UsS

US.
section 7201, 536-537, 553 US.
section 7202, 538
section 7203, 538 US.

section 7206, 553
section 7206(1), 537
section 7206(2), 537

US.
Us.
Us.

UsS.
UsS.
Us.

section 7207, 538
section 7212(a), 537
26 U.S.C,, section 60501, 553
28 USC
44,163
652,163
656, 164
657, 163-164
1335, 62
1397, 62
2361, 62
31 U.S.C., sections 5311-5330, 552-553
42 US.C.
section 1395nn, 551-552
sections 1320a-7b, 549-551

United States Constitution

Eighth Amendment, 76

federal court system jurisdiction, 57-59
Fifth Amendment, 72, 75, 96

Fourth Amendment, 74, 76, 229, 315-316
Sixth Amendment, 75, 104, 555

United States Departmert of Justice Bankruptcy Trustee

Manual, 287

United States Supreme Court, 58

Costello v. U.S. (350 U.S. 359 [1956]), 73

Davbert v Merrell Dow Pharmaceuticals, Inc., 509 U.S. 579
11993), 97, 148

Cerstein v. Pugh, 72

on hearsay testimony, 100

Jones & Laughlin Steel Corp. v. Pfeifer, 462 U.S. 523 (1983),
458

Sinclair Ref. Co. v. Jenkins Petroleum Co., U.S. 689 (1933),
450-451

U.S. v. Doe, 465 U.S. 605, 96

U.S. v. Sullivan, 274 U.S. 259 (1927), 6

on violations of Eighth Amendment in sentencing,
76

on willfulness and tax crime, 536-537

United States Treasury tax regulations

Section 1.170A-1(c)(2), 518
Section 20.2031-1(b), 518
Section 25.2512-1, 518

United States Trustee Program (USTP), 10, 303-304
University of Chicago Law Review, 123

Unjust enrichment, 446-447, 456

Unreasonable demands, experts subject to, 200-201
Unrecorded liabilities, 492

Unsystematic risk, 477, 478

. v. Adlman, 68 F. 3d 495, 90

v. Brown, 943 F. 2d 1246 (9th Cir. 1991), 565m11
v. Cote, 90

v. Doe, 465 U.S. 605, 96

v. Kovel, 90

v. Kozeny, 664 E Supp. 2d 369 (S.D.N.Y. 2009),
542

v. Lench, 806 F. 2d 1443 (9th Cir. 1986), 566

v. Liebo, 923 F. 2d 1308 (8th Cir. 1991), 541

v. Sullivan, 274 U.S. 259 (1927), 6

v. Taylor, 166 ER.D. 356 (M.D.N.C. 1996), 126n45



620 ESSENTIALS OF FORENSIC ACCOUNTING

U.S.C. See United States Code (U.S.C) time value. See Time value of money
Use value, 517 VanPilsum v. Iowa State University, 152 ER.D. 179 (S.D. Iowa
USTP. See United States Trustee Program (USTP) 1993), 128n64
Variable interest entities, 409
Vv Vectors of attack in electronic systems, 262-263
Vendor frauds, 255, 256, 264
Valuation. See also Business valuation Venue, 57, 58
adjustments to, 493-494, 513 Verdicts, 65, 66-67
of assets, liabilities and income in divorce proceedings, Vertical analysis, financial statement investigations, 417, 421
370-379 Virtual private networks (VPNS), for avoiding IP tracing,
Valuation applications, 503-525 338-339
assumptions and limiting conditions, 523-524 Visualware, 340
authoritative interpretations, 521-522 Voir dire, 65
business valuation process, 504-505
date of valuation, 520 w
economic cash flow and earnings, 515
engagement terms in valuation projects, 523-525 WACC. See Weighted average cost of capital
hypothetical conditions, 525 Wage garnishment order, 70
income approach in practice, 505-514 Walking accounts, in money laundering, 270
industry and economy effects on value, 519 Warehousing of data, 346
intangible assets, 516 Warrantless arrest, 71, 72
legal issues, 518-519, 520 Warrants, 71, 74, 189, 222
linking models, approaches, and methods, 517 Wear-leveling techniqu<s, in SSDs, 332-333
market approach in practice, 514-515 Web log analyzers 340
non-operating assets, 515 WebWatcher sofvvare, 342
pass-through tax entities, 516 Weighted average cost of capital (WACC), 482-484
premises of value, 519 Wells netice and submission, 424
reports, 504, 521, 522-523 Whist eblowers, 219, 545
shareholder agreements’ effect on value, 519 White knight bleed-outs, 295
standards of practice, 520-522 N'tois service, 339
standards of value, 517-519 WWhole device encryption, 333
summary, 525 Whowas service, 339
Valuation date, 520 Wide-area network (WAN) IP, 338
Valuation engagements, 43, 190-191, 521, 523-525 Willfulness criterion for federal tax crimes,
Valuation fundamentals, 467-495 536-537
adjustments to valuation, 493-494, 513 Wire fraud, 534
asset approach, 470, 489-492, 504 Witness, expert. See Expert witness
general valuation models, 469-470, 517 Witness immunity, 200
history of, 467-468 Work-life expectancy, 457
income approach, 470-485, 504 Work product
market approach, 470, 485-488, 504 categories of, 119
pass-through tax entities, 492 defined, 118
summary, 494-495 exemption from discovery, 89,91-95,118-119, 120, 124,
traditional accounting vs., 468 125,131, 134, 135, 191, 315, 358
Valuation service in Kovel privilege cases, 91, 92
calculation engagement, 43, 521 oral and written report of findings, 4
VS section 100, 43 ownership of, 32
valuation engagements, 43, 521 self-review threat, 26
Value. See also Business valuation; Price as subject to discovery, 358
asset, 470 Writ of habeas corpus, 76
defined, 468 Write-offs, improper, 259
in exchange, 517 Written report
to the holder, 490n39, 517 for calculation engagement, 43
origins of concept, 467-468 communication with counsel, 197
present value. See Present value of expert witness, 153-154

standards of, 370-371 of testifying expert, 120, 185



for valuation engagement, 43, 522-523
as work product, 4

Written sworn statements, 185

Wrongdoer’s ill-gotten profits methodologies, lost profits
damages, 446-447

Wrongful death claims, 457, 459

Wrongful termination, 457, 459

INDEX
Y
Yardstick (benchmark) methodologies, lost profits damages,
445
Z

Zombies, computer, 336
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