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THE FRAUD BEAT/CAREER DEVELOPMENT

Sleuthing careers bring CPAs personal and professional satisfaction.

The Fraud Examiners

B

BY JOSEPH T. WELLS

ecoming a fraud examiner—a.k.a. a financial detective
everyone. Detectives—either in law enforcement or in the private sec-

1s not for

tor—typically have distinct personality traits (see “America’s Original Private
Evye,” page 77): They're as good with people as they are with numbers and

they are inclined to be aggressive
rather than shy and reuring. This helps
them achieve success in adversarial sit-
uations where confrontation 1s en-
demic to their work. For people with
these qualities and the proper qualifi-
cations, carcer opportunities are plen-
tiful. Three successful CPAs who
possess both talk about their careers as
fraud examiners.

Tom Golden, who heads Pricewa-
terhouseCooper’s Midwest investiga-
tons practice in Chicago, assesses the
field: “Companies know fraud is epi-
demic—the phone is ringing off the
hook. We have doubled the number
of examiners in the past year, and
we're still growing. There is no end in
sight.” Robert J. Lindquist, senior
managing director for Citigate
Global Intelligence & Scecurity
in Washington, D.C., agrees and
adds, “For those professionals
who wish to excel, this field has
much opportunity,” And ac-
cording to Debbie Cutler, a
partner with Kramer, Love and
Cutler in New York City:
“Clearly, the CPA’'s role in
combating fraud has increased
due to recent corporate scandals
and media attention. There is
growth in this area as companies

implement internal control systems
and look for ways to reduce fraud.”

As the career paths of these CPAs
affirm, becoming an antfraud expert
doesn't take months—it takes years.

Forensic Accounting
m Fraud Examination

s

KELLEY GRAR

Formal education in the fraud exami-
nation field is new and limited—but
growing (see “Antfraud Education
and Training,” page 78). Until four
years ago, only 19 colleges out of 900
offered a class in fraud examination.
That number now exceeds 150, with
200 more schools planning to add a
course shortly. But for the time being,
it is necessary for most budding fraud
examiners to learn this craft on the job.

Lindquist says interested CPAs
should learn about the legal aspects of
fraud. "It is important to understand
exactly what constitutes fraud,” he says,
“which includes practical knowledge
of the legal system and concepts such
as the elements of the offense, what
consttutes proof, mens rea (intent) and
completeness of evidence.”

Both Lindquist and Cutler
say antifraud education and
training will include interview-
ing skills. According to Cutler:
“Conducting proper interviews
is a large part of being an cffec-
tve fraud examiner. It s hard to
overemphasize the importance
of this skill.”

Golden says that CPAs inter-
ested in doing fraud work must
commit to the time demands of
the training, get the proper edu-
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cation, pursue the certified fraud ex-
aminer (CFE) designation and make
their interest in the field known to
their emplover, “Becoming a fraud ex-
aminer is not something that should be
pursucd part-time,” Golden says.
“There are a lot of *wanna-bes” who
think the work sounds interesting, but
they haven’tacquired the background
to differentiate themselves. In my office
at PwC, we won't hire CPAs for this
field unless they also are CFEs or are
working to acquire the designation.”
Certification, however, is only one
facet of becoming a fraud expert.
Many employers believe the most at-
tractive job candidates are CPAs with
many interrelated skills. The pros rec-
ommend CPAs have at least two years
of solid auditing experience, obtain
the CFE designation and then work
for a law enforcement agency (see
“Government Employment Opportu-
nities,” page 79). Working on complex
fraud cases in law enforcement for sev-
eral years offers an invaluable learning
experience that could place someone
ahead of other applicants when he or
she returns to the private sector in this

increasingly competnve field. Here
are the personal and private- and pub-
lic-sector experiences that led these
three CPAs to professional fulfillment,

MR. PROFESSIONAL SKEPTIC
Golden, as a junior auditor, looked again
at the file folder. “Although it was la-
beled *Complaings, that was a vast under-
statement,” he said. “The file contained
hundreds of hate letters concerning
the client 1 was helping to audit”
Golden had discovered the file
when he examined the company’s lease
contracts receivable (LCRs). “There
was letter after letter from customers
proclaiming the company’s product
was inferior and demanding their con-
tracts be terminated,” Golden sad.
The problem was that none of the
contracts had been canceled or re-

moved from the LCRs, and none of

the same complaints had shown up in
the hundreds of positive confirmations
that had been sent out earhier. I knew
something was terribly wrong,” he
said. He was right. After comparing
the complaine leters to the confirma-
tion list, he discovered that the client’s

Agency.

m Honesty.

m Prudence.

m Secrecy.

m Inventveness.

m Personal courage.

Fraud Examiners, 1989,

America’s Original Private Eye

Allan Pinkerton (1819-1884), who was born in Glasgow, Scotland, rose to
become Chicago’s first police detective. In 1850, at the age of 32, he re-
signed the position to start the Pinkerton National Detective Agency, wide-
ly considered to be the first agency to provide private investigative services,
In 1861, while investigating a case of railway theft, Pinkerton was told of
a plot to assassinate Abraham Lincoln during the president’s forthcoming
trip to Baltimore. The plot was foiled when Lincoln’s train was rerouted.
Indebted to Pinkerton, the president enlisted the detective’s company short-
ly before the Civil War to form a “secret service” to obtain military intelli-
gence on the Southern states. The organization he set up is considered the
precursor of both the U.S. Secret Service and the Central Intelligence

The Pinkerton National Detective Agency's logo was a large unblinking

eye, inspiring the term “private eye.” Pinkerton believed a good detective
should have the following characteristics:

Source: Fraud Examiners Manuad, First Edition, Assaciation of Centified
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Tom Golden's investigative flair surfaced
when he saw hundreds of unrecorded
complaint letters during an audit.

personnel had surrepuitiously gained
access to the auditors’ computerized
confirmation list and altered it, making
sure that none of the complaining cus-
tomers were selected for confirmation.

As a result of Golden's ininial dis-
covery, the auditors were able to de-
termine that $11 million in leases
probably were not collectable. “For a
company with §7 million in reported
pretax income, it was a material
amount,” said Golden. The auditors
required the company to restate its fi-
nancials, doubtlessly averting a multi-
million-dollar lawsuit from investors
and creditors, Believing they could
not rely on the client’s integrity, the
audit firm resigned. Ultimately, the
company failed.

“This case taught me a valuable les-
son that has stayed with me through-
out my career,” Golden said. "My
mother raised me to trust everyone,
but she wasn't an auditor.” After expe-
riencing his first fraud, Golden was
hooked. He began asking his superiors
to assign him suspected fraud cases and
gradually acquired experience,

Golden, now aseasoned veteran
who has investigated hundreds of
frauds, says auditors must adopt a sim-
ple and powerful philosophy: Trust
but verify. *Most clients are honest,
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but not all, The only way auditors can
cffectively do therr jobs 1< by bemng

protessiomally skepueal.”

MS. PERRY MASON
Perhaps Debbie Cutler was born to be
v fraud examiner, “When | was voung,
myv famtly reterred to me as Perry Ma
-u‘h.‘ \hﬁ \\ll' l Was a very 'XI-\['.I.\‘.H‘.('
child who wouldn'e give up unal 1 got
the answers” It was happenstance thae
led her to combine her natural talents
with her accountmg degrec

“I'd spent 10 years in pubhic ac-
countung pertorming traditional audie
work,” Cutler saxd. “One day a part
ner mvited me to help imvestigate an
weounung malpractice case that in
cluded fraud allegations agaimst 4 US
senator. | jumped at the chanee, and as
urned out, | loved the work.”
'\\ ( vﬂ“.ﬁ;'ti

ang it known

I hat was 15 vears ago

did
within her firm that

Cutler started nu

she was interested
i traud assignments. She ook fraud
related continuing professional educa
tton aned eventually obtained her CFI
designanon. Debbie now spends near
Iv halt of her time working on traud
cases. “For me, mvestigating traud 152
very challenging and rewarding occn
pation. | like the fact that you are deal
g with people in ditficult situations,

and no two cases are exactly the same

Bob Lindquist's investigations have taken
him to exotic places such as China, the
Caribbean, South America and Africa.

One question sent Debbie Cutler on the
path to uncovering an employee’s
fraudulent scheme the company had missed.

111 one ot her mvestigations, a soft
ware developer in Texas receved o np
that a recently hired accounting de
partment manager wias on parole tor
embezzlmg more than S1 million from
his previous emplover. The sottware
company wronghy presumed that since
the new employee had been recom-
mended by an executive search firm
he had been thoroughly checked.”
Cutler smd. Alarmed to discover that
he hadn’t been, the company ordered
an mgernal audir

“The company examimed cash dis
bursements, bank reconcihanons and
accounts recewable, bur were looking
onlv tor transactions that had been al
ready recorded on the books,” Cutler
satdd. “Company personnel also imter-
viewed a number of employees in the

deparement but they didn'

Jocountu

ask the right questions.” Concerned

about the emplovee’s background and
sensing they had missed something,.
the company broughr in Curler to
take a fresh look. She remterviewed
the same workers and made 4 key
finding when she asked whether the
emplovee had ever handled dunes out

side the scope of his job descripuion
‘One person in the accounting de

partment told me that when she was
on vacation, the suspect had volun

reered o make up the bank deposits.”

Antifraud Education
and Training

University programs

I'hese colleges offer antifraud

11&'3.’,[\'\‘\

3206 South Park Avenue
Hamburg, New York 14075
716-649.79(0)
www.hilbert.edu/portal.asp

Utica College

1600 Burrstone Road
Urtca, New York 13502
315-792-3006
www.utica.edu

St. Xavier University
3700 West 103rd Street
Chicago, linoss 60655
773.298-30(¥)
www.sxu.edu

Professional organizations

m AICPA Anafrand and
Corporate Responsibiliry
Resource Center,
www.alcpa.org/antifraud /
homepage.htm

® Assoctation of Cerafied Fraud
Examiners, www.cfenet.com.

m [nstitute of Internal Auditors,
www.thelia.org.

8 MIS Tramung Insutute,
www.misti.com.

® Nauonal Assoctanon of
Certified Valuation Analysts,
www.nacva.com
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With that single piece of information,
Cutler uncovered the scheme in a matter
of hours by comparing the types of bank
deposits normally made with the ones
the suspect handled. She discovered that,
during the time he was making the de-
posits, the amounts dropped substantially.
“He had stolen a number of travel rebate
checks made payable to the company,
forged his employer’s endorsement and
deposited the proceeds in the bank
where his brother—not coincidentally—
was working at the time,” Cutler said.
The evidence was sufficient to put the
embezzler back in jail.

“There are two valuable lessons to
be learned from this case,” she ob-
served. “First, employers can't always
assume the people they hire are hon-
est. When someone is responsible for
handling company assets, his or her
background should be carcfully
checked. Second, not all fraud can be
uncovered by examining the books
and records. You also have to be
trained to ask the right questions.”

MR. FORENSIC ACCOUNTING
Robert Lindquist of Citigate Global
Intelligence & Security is a veteran of
at least 2,000 cases in a career spanning
three decades. His investigations have
taken him to far-flung locations such
as China, the Caribbean, Europe,
South America and Africa.

Lindquist became an expert the
same way many of the field’s pioneers

did—by learning on the job. As both
Cutler and Golden did, he received a
fraud assignment early in his career,
discovered he had a flair for the work
and pursued 1t as a career path. Ina
case that marked a high point in his
career as a fraud examiner, the gov-
ernment of Trinidad hired Lindquist
to investigate the business dealings of
John H. O'Halloran, a former cabi-
net minister. But there was one ma-
jor problem to recovering any
ill-gotten gains: O’Halloran—widely
known as “Mr. Ten Percent” for the
kickbacks he allegedly demanded in
exchange for government contracts—
was long dead.

The crafty politician had managed
to leave nothing in his name, so there
were no assets for the government to
repatriate. That didn’t stop Lindquist
and his team, however. After finding
and documenting that O'Halloran had
accepted bribes, they went after the
companies that had paid them. They
sued one American company in a US.
court and were ulumately successful in
recovering $7 million for Trinidad.
“This represented the first time a for-
eign country succeeded in a bribery
lawsuit against a U.S. entity in U.S.
courts,” Lindquist said.

SAGE ADVICE FOR CPAs

As in any professional endeavor, there
are downsides to being an antifraud
expert: Cutler is disappointed that

Government Employment Opportunities

The federal and state governments employ as many as 50,000 antfraud pro-
fessionals in a wide variety of fields. Following is a partial list of federal gov-
ernment agencies or resources that provide career opportunities and

antifraud traming for CPAs.

# Central Intelligence Agency, www.cla.gov. -

u FBI, www.fbi.govi.

m Federal Deposit Insurance Corp., www.idic.govy.

u IRS, www.irs.gov*.

1 Other federal government jobs, www.usajobs.opm/gov.
m US. Postal Inspectors, www.usps.com/postalinspectors .
m US. Secret Service, www,ustreas.gov/usss™ .

* CPA recognized as enhancement for applicants.
T CPA/CFE recognized as enhancement for applicants.

?

HELP WANTED:
| CPA SLEUTH

“My Auditor Laughed at
w! C%ntrols,

our Accounting
But Now...”

Our auditor was returning in two
weeks. Where would 1 find the time to
focus on controls for inventory, credit,
purchasing, or cash? Everyone was
stressing about staying late each night
writing acceptable policies and proce-
dures. 1 needed a quick easy way to
create controls. This must have been
done before. And then ! found it...

Bizmanunalz"™ Accounting
Policies, Procedures & Forms. Yes,
it is much easier to edit prewritten con-
trols then to develop them from scratch.
Experienced auditors have thought
through the steps and developed each
form. Technical writers have reviewed
the content and put it into MS-WORD.

Download FREE Samples
www.Bizmanualz.com
Two weeks later our internal controls
were in place and our auditor was sim-
ly amazed. Executives smiled in the
alls. 1 could see the stress lifted and it
feels good knowing I made a difference.
Order now o receive a sample
accounting manual, forms and proce-
dures for the Revenue cycle, Cash,
Inventory & Assets, Purchasing cycle and
General Administration.
Act Now For A FREE Guide to
Embezzlement Prevention
(5195 Value)
Accounting Policies &
Procedures System
$347 + $14.99 SH

0 COROMIRS yor evory department.
For details, go 1o
www. Bizmanualz.com
SEas
R, b o No Risk 30-Day
bizi JCHZT Money-Back Guarantee.
Order On-Line www.Bizmanualz.com

Order Toll-Free 1-800-466-9953
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many corporations still don’t want to
admit they have fraud problems,
Lindquist tires of constant travel and
Golden feels frustration when fraud-
sters get off scot-free.

Yet. even though they have differ-
ent experiences, the advice of these
CPA/CFEs is remarkably consistent.
They agree that when gathering evi-
dence, fraud examiners and auditors

need to trust their instincts and check
out their suspicions. Professional skep-
ticism is really an enhancement of the
“sixth sense.” It will help CPAs ident-
fy the classic warning signs or red flags
of fraud, including how devious peo-
ple act. In short, these pros think au-
ditors need to be more skeptical.
Considering the muldbillion-dollar
financial frauds that have recently

plagued corporate America, their
opinions constitute sound advice.

All agree that growing demand for
antifraud experts justifies the time and
effort required to join the field. Says
Golden: “I feel I am doing something
really worthwhile that goes beyvond
the financial successes I have gained
for my family and me. I'm catching
the bad guys—and I love 1e!” |




