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Agenda
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1. Evaluate professional standards as they relate to maintaining 
professional skepticism in the work we perform.

2. Discuss how certain strategically placed controls, coupled with 
professional skepticism, can help mitigate fraud risk.

3. Analyze what happens when these controls are missing.
4. Discuss information that links certain controls with fraud losses.
5. Identify the grey areas.
6. Fraud or not? A case example
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First Questions Often Asked

How did the auditors/CFO/Controller miss this?
or…
Why didn’t they tell us this was happening?
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CPA’s too Often Take the Blame

• “…you relied heavily, if not exclusively, upon information provided to you 

by_______________ for information and documentation used to 

prepare…”

• How many of us can fall into this construct?

4



© 2024 Forvis Mazars, LLP. All rights reserved.

Thought to Ponder

The question isn’t whether a person is honest, but 
rather in what situations & to what extent
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Manipulation of Accounts Payable- Collin Street 
Bakery
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• Now, Sandy considered himself a moral person. But somehow, as he sat at his desk 
that December day in 2004, the action he was tempted to take didn’t seem wrong. 
He felt he was working the equivalent of three jobs at the bakery, and was he really 
compensated for all of it? How long was he supposed to wait to achieve his dreams?

• By January 25, when his credit card payment was due, he was ready to follow 
through with his plan. He drummed his fingers on his desk, sipped a Diet Coke, and 
glanced over to see if Scott was looking. And then, taking a breath, he set his fingers 
on his keyboard and typed a $20,000 check payable to Citi Card. The software 
automatically signed the check “Bob McNutt.” Sandy printed that check, voided it in 
the system, but mailed it. Then, to cover his tracks, he typed the next check payable 
to a legitimate bakery vendor for the same amount but never mailed it.

• See more at: http://www.texasmonthly.com/articles/just-desserts/ 
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Where did the Money Go?
Source:  United States District Court Exhibit – Case 3:13-mj-00503-BH
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• On Thursday, June 20, 2013, Semetric, the relatively new hire in accounting, 
stopped in his doorway. She’d been going over bank statements that morning and 
had found a check that she didn’t recognize, a check made out to Capital One. She 
knew the bakery didn’t have any accounts or credit cards with Capital One. It was 
then that Sandy heard the question he had once feared: “Sandy, there’s a 
discrepancy with this check. Can you help me understand this?”

•  See more at: http://www.texasmonthly.com/articles/just-desserts/ 

12



© 2024 Forvis Mazars, LLP. All rights reserved.

AICPA Code of Professional 
Conduct
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• Due Professional Care requires the auditor to 
exercise:
• Professional skepticism
• Is an attitude that includes:

• a questioning mind, 
• being alert to conditions that may indicate 

possible misstatement due to fraud or error, 
and 

• a critical assessment of audit evidence
• Considers the competency and sufficiency of 

the evidence
• Neither assumes that management is dishonest 

nor assumes unquestioned honesty
• Not satisfied with less than persuasive evidence 

because of a belief that management is honest
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A

B

C

D

Polling Question #1
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Questioning mind

Suspension of judgment

Search for knowledge

All of the above

Which of the following represent characteristics of professional 
skepticism?
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Maintaining Skepticism
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• Professional skepticism
• AU-C Section 240 says

• Ongoing questioning of whether 
information & evidence suggests 
fraud occurred

• Consider reliability of evidence 
obtained

• Do not rely on past experience 
with management

• Easy to become comfortable with 
client

• Be objective, no bias in our thinking
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Skepticism
An Enemy of Fraud
Chapter 3
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Deterring and detecting financial fraud: A platform for 
action
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The Fraud Spectrum
Affected by: Company Culture, industry, position in company, persona; spending philosophy

Examples

Never taking a dollar that isn’t 
yours, avoiding perceptions of 
conflicts of interest, recording 
accounting entries based on what is 
right, not what helps bottom line 

Examples

First class business travel, 
borrowing office equipment for 
home projects, awarding project to 
a relative, “aggressive” accounting 
positions.  These are often debated

Examples

Classic fraud schemes – e.g., fake 
vendors, skimming cash receipts.  
Normally little debate here
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Good Bad
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Company Credit Card Scenarios
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Three Common Types of Credit Card Purchases

Okay:
Office supplies with 
receipts, approved 
travel for conferences

May be inappropriate:
First class travel, 
certain meals, fuel for 
personal car, gift cards

Clearly wrong:
Casino cash advances, 
home remodeling 
projects

20

Don’t give this type an 
automatic free pass



© 2024 Forvis Mazars, LLP. All rights reserved.

Different Ways of Doing 
Business
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• What’s “ethical” in one company 
might be  frowned upon in others
• Spouse travel to conferences 
• First class travel 
• High-end wining & dining 
• Business in U.S. vs. Mexico vs. 

China, etc. 
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A

B

C

D

Polling Question #2
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Definitely excessive

Likely embezzlement

Probably okay

It depends on the situation

Charges on the previous slides (hotel, cash advances, meals) were



© 2024 Forvis Mazars, LLP. All rights reserved.

Making the Right Call
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• Acceptable at one company may be 
prohibited at another

• Does your company have a good 
policy?

• Is board of directors aware of the kinds 
of transactions that are occurring in 
your organization?

• Is situation ripe for turning into 
something worse

• Avoiding overreliance on management 
explanations
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Policies & Tone at the 
Top
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• How does your company 
communicate their way of 
business?
• Policy manual/employee 

handbook
• Code of conduct

• Unwritten rules
• Tone at the top 
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Case Study: Fraud…or Not?

29



© 2024 Forvis Mazars, LLP. All rights reserved.

Sick & Vacation Leave 
Granted
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• Top government official convinces 
City Council to allow him to sell 
(cash out) unused leave time

• Added amendment to his existing 
employment contract

• City Council approves each 
contract

September 1997:
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Sick & Vacation Leave

Leave Activity
Leave time: June 11, 2002 contract         442 days
Leave sold back in next eight weeks       107 days
                    Total:       335 days

Pattern was
• City Council approved new employment contracts
• After approval: sell batches of leave time
• Each sale of leave time was documented in a memo & backed up with latest 

employment contract
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A

B

C

D

Polling Question #3
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Likely embezzlement

Not embezzlement but unethical

Bad accounting process

Fine, if they wanted to reward him

Based on facts presented, since City Council approved, leave time 
granted & sold was
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Leave Buyback Scheme - End 
Result
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• Seven-year period: over 2,000 days of 
leave sold

• Equivalent to 60 years worth of leave

• Final tally: $675,000 in leave time 
cashed out

• He became bolder: other benefits 
added

• Convicted

• Sentenced to 51 months in federal 
prison
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Ethical Lessons Learned
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• Creativity & aggressiveness seen as positive attributes
• But where does the line get crossed?
• Some will build paper trails to cover trail
• Legal doesn’t make it ethical
• Be on lookout for omissions as much as fabricated data
• Beware of vague or poorly written contracts
• Nothing written down- hard to nail down later
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Warning Signs There is More to the Story
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• Told you are not needed at certain meetings
• Attempts to control flow of information
• Making you feel dumb or like you don’t understand
• Lots of smooth talking but still no answers



Reminders
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60% Recover Nothing 
After Finding Fraud
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Recovering Funds is Difficult
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Do You Have an 
Insurance Policy?
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Fidelity bond or employment 
dishonesty coverage
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A

B

C

D

Polling Question #4
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Yes

I’m not sure; but, I am going to check

We do not

What is that?

Does your firm have an insurance policy that covers employee 
dishonesty/theft? 
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Tips are Top Method of 
Detection

43

43% of all frauds in larger 
companies detected by tip
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Fraud Hotlines
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• Fraud hotline?
• Providing individuals a means to 

report suspicious activity is a 
critical part of an anti-fraud 
program

• IntegraReport
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Making the Right Call
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“ I knew it was wrong… I knew that what I 
was doing was misleading. But I didn’t think 
it was illegal. I thought: That’s how the game 
is played. You have a complex set of rules, 
and the objective is to use the rules to your 
advantage. And that was the mistake I 
made.”
Andrew Fastow
Enron Chief Financial Officer

SOURCE?
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Summary
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• You cannot judge who is honest
• Not every bad situation is “fraud” but is still a risk
• What starts small grows larger, almost always
• Don’t give grey areas an immediate free pass
• Avoid watering down your communication
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Questions to Consider
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• As a professional, do I recognize 
importance of public trust?

• Do I know with whom I may consult on 
ethics matters?

• Do I ensure that I maintain my integrity & 
am objective in performing the work that 
I do?

• Do I evaluate independence & ethics 
issues fully before deciding what I should 
do?

• Do I prepare documentation of matters in 
a timely fashion?
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Whistle-blowers

Source: “The State of Ethics & Compliance in the Workplace” © 2018 Ethics & Compliance Initiative (ECI)49
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Whistleblower Retaliation

50 Source: “The State of Ethics & Compliance in the Workplace” © 2018 Ethics & Compliance Initiative (ECI)
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Whistleblower Retaliation

51 Source: “The State of Ethics & Compliance in the Workplace” © 2018 Ethics & Compliance Initiative (ECI)
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A

B

C

D

Polling Question #5
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Yes

I’m not sure; but, I am going to check

We do not

What is that?

Does your firm have a hotline? 
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2024 ACFE Report to the Nations
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2024 ACFE Report 
to the Nations
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Victim
Organizations
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Victim
Organizations
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Victim Organizations
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ACFE- Antifraud Controls
6-12 months faster!
Presence of antifraud controls is 
notably correlated with significant 
decreases in the cost & duration of 
occupational fraud schemes. Victim 
organizations that had implemented any 
of 18 common antifraud controls 
experienced considerably lower losses & 
time-to-detection than organizations 
lacking these controls.

Losses 50% less!
Perpetrators with higher levels of 
authority tend to cause much larger 
losses. Median loss among frauds 
committed by owner/executives was 
$703,000, median loss caused by 
managers was $173,000 & median loss 
caused by employees was $65,000
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Lessons Learned
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• Be cognizant of your ethical obligations to 
public under AICPA Code of Professional 
Conduct

• When evaluating issues, take time to 
understand facts, applicable rules & 
regulations, available options & effect of 
your actions on various stakeholders

• The profession has resources in place to 
help you with issues & you should use 
them

• Don’t go it alone!

• The decisions you make DO matter!



Questions



Thank You
S. Todd Burchett, CPA, ABV, ASA, CFE, CFF
Partner

Forvis Mazars
Forensics & Valuation
8200 W. Interstate 10
Suite 900
San Antonio, TX  78230
Direct: 210.268.1932
Mobile: 210.367.1185
todd.burchett@us.forvismazars.com 
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