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IN THE FIGHT

After a rousin g State of the ACFE
speech by President James D.
Ratley, attendees heard from
Keynote Speakers such as Neil

The 21st Annual ACFE Fraud
Conference and Exhibition was
held in National Harbor, MD,
from July 25, 2010  through July
30, 2010. Over 2,000 anti -fraud
professionals attended a variety
of training sessions representing

Barofsky, Special Inspector
General, Troubled Asset Relief
Program (0S|I GTARTF

the broad spectrum of financial Picard, Partner, Baker Hostetler
investigative and auditing and ~Madoff Trustee. ~~ Mr.
subjects that comprise many of B_arofs_ky described the origins of
the tools necessary to combat his office and the TARP Program,
fraud schemes. The eleven (11) from which the U.S. Treasury

educational tracks afforded both Department was authorized to
current and pros purchase or insure up to $700

enhance their knowledge base the TARP Program and SIGTARP

and network with leading were created as part of the
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Left to right: Break out session at the2Annual
ACFE ConferenceSpecial Inspector General
Neil Barofsky, Keynote Speaker at thé Athnual
ACFE Conference; James T. Reese, Ph.D.,
Keynote Speaker at the2Annual ACFE
Conference

result of the 2008 recession, the

severest economic  downturn
since the Great Depression.
Barofsky touted numerous

examples of successful SIGTARP
investigations and efforts to
recoup fraudulently obtained
TARP funds, as well as several
unique methods of applying legal
statutes  within  the  TARP
legislation to address criminal
misconduct found in other

seemingly unrelated
investigations.
Picard, the court -appointed

trustee under the Securities
Investor Protection Act ( 0 S|
in the liquidation of Bernard L.
Madoff Investment Securities
LLC, presented a historical

professionals in the anti -fraud Emergency Economic (Continued on page 2)
arena. Stabilization Act of 2008 as a

Highlights from the 21%

Annual ACFE Conference Chapter news highlights, “&
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Highlights from the 21" Annual ACFE Conference

(Continued from page 1)

perspective of the Madoff case and
discussed, in general terms, his
groupds efforts t
and recover assets to recompense
victims of this vast fraud.

A highlight of the conference was
an appearance by retired FBI
agent James T. Reese, Ph.D,,
author, lecturer, consultant, who
provided much humor and wisdom
during an inspirational talk at
TuesdayoOs wor king
harkened back to his days as an

FBI criminal personality profiler to
offer guidance and insight into his
perspective on b
trials and tribulations. He
emphasized making ethical

decisions as one strives to address
life choices and maintaining the

oright attituded i
shape your life.

The annual awards ceremony
provided several stirring
acceptance speeches and
emotional reactions from both
award recipients and audience

members. Ralph Q. Summerford,
CFE, CFF, ABV, CIRA, CPA, was
honored for a lifetime of
achievement in the detection and
deterrence of fraud with the 2010
Dr. Donald R. Cressey Award. His
remarks reminded many in the
audience of the late Dr. Martin

Lut her Kingds 19
Dr eamb speech, W
admitted to having a dream.

Summer f ordds dr ea
me , but oialdod gou and me
0 together we can get the auditors
and regulators to use the tools we
have to detect when a fraud is
occurring, and not years after the
fact. o

Amy Stroupe, CFE, brought many
in the audience to tears, while

reciting aspects of her o rdeal
during a multi -year journey as a
whistleblower against a major
Southeastern bank. During her
acceptance speech, upon receipt of
the 2010 Sentinel Award named
after actor Cliff  Robertson,
Stroupe, touched on her
unquestionable faith in the truth

as a constant standard of conduct,
enabling her to endure character
assassination s and  malicious
attacks on several fronts. As the
first CFE to earn this award,
Stroupe gave credit to the ACFE
for their support to her during the
long ordeal and for providing
opportunities to enhance the value

of the CFE credential through
training conferences such as this Madeline Cress, CIA, CFE, CFSA

one. Treasurer

Executive Board
2010

Richard L. Sobine, CFE, CGFM
President

Carol A. Cagno, CFE
Vice President, Past President

Finally, in keeping with an annual
tradition, a convicted fraudster
was invited to attend and relate
his journey from honest citizen to
convicted felon. Justin Paperny, a
former investment  executive,
described his role in a multi -
million dollar money laundering
and fraud scheme, and the lessons
he learned during his
incarceration at a federal
correctional facility. Perhaps the
most telling part of his stor y was
the impact of his crimes on his life
after release from jail, and his
inability to fully assimilate back
into society as a result of the
permanent stain on his record.

Jonathan D. Cohen, CFE
Secretary

Robert Cohen, CFE, CPA
Training Director, Past President

Judith W. Spradley, CFE
Director

Dennis T. Zawacki, CFE
Director

David L. Ziegler, CFE, CFI, VSM

The 22 nd Annual ACFE Director

Conference and Exhibition will
be held on June 12 -17, 2011, in
San Diego, CA, and | strongly
encourage all of you to make an
effort to attend. This event
promises to exceed the highly
successful conferences preceding
it and will reward you with many
opportunities to learn from and
network with several thousand
anti -fraud professionals.

Heather Craden, CFE, CPA, CFF
Director

Hope to see you there!




The Role of Forensic Accountants in Divorce Engagements

By Barbara A. Ruth and Michael A. Gillen

It is no surprise that financial issues are among the
most contentious in divorce actions. The financial
aspects associated with marital disputes and
dissolution are often complex and consume most of
the effort and atten tion of the parties. Forensic
accountants (most often CPAs) possess unique
skills that allow them to provide valuable support

to divorcing spouses and their attorneys. While
attorneys have traditionally engaged accountants
to assist with general financial issues related to
divorce, attorneys are increasingly relying upon

forensic accountants to provide more in -depth

forensic services beyond alimony and child support
calculations. The stakes are rising in today's
volatile economic climate and employing the
expertise of a qualified forensic accountant can
make a considerable difference in the outcome for
your client.

suspected of concealing income or assets or when
it is the only means for procuring financial
information. It may also be beneficial when there

is a closely held business or a highly compensated
spouse. However, it is prudent to perform a cost -
benefit analysis to ensure that the projected cost

of the desired level of services will not exceed the
expected benefit from a forensic examination.

Additionally, some lawyers engage the services of
more than one accountant. For example, one CPA
may be hired as an expert to perform business
valuations serv ices subject to discovery while a
second forensic CPA may be engaged as a
consultant under the Kovel rule, which is based

on the case of United States v. Kovel . When a
forensic CPA is placed under the attorney -client
privilege, findings and analysis of the Kovel

When to Hire a Forensic
Accountant (or Two)

It is typical for one spouse to assume
the money management role during
the life of a marriage and seldom do
both spouses have equal knowledge of
the couple's financial affairs.
Consequently, in a divorce
proceeding, the money manager
spouse holds an unfai r advantage
that is frequently utilized to achieve a
more favorable settlement. In some
cases, capitalizing on this advantage
may escalate to the level of fraud by
the money manager spouse. Emotions
often inhibit sound decision -making

A

accountant are generally protected,
an advantage for the hiring spouse.

Uncovering Hidden Income and
Assets

The road leading to divorce is often
long and rocky and the spouse with
the higher income may attempt to
hide, transfer or defer income or
assets in anticipation of the formal
decision to divorce. The spouse may
accomplish this by withdrawing
unreported ca sh from a closely held
business, manipulating receipts and
expenses of a closely held business,
transferring cash to other individuals

during the course of a divorce and the

higher -earning spouse has strong financial
incentive to understate income in order to reduce
alimony or child support payments. Additionally,
one or both of the spouses may attempt to hide
assets they wish to retain post  -divorce.

Through an examination of financial records, a
forensic accountant plays a vital role in uncovering
hidden or transferred assets and income that
directly impact both support and equitable
distribution. Forensic accountants are uniquely
qualified for this role beca use of their knowledge
and experience in financial document analysis,
accounting principles and auditing techniques.

A forensic investigation is advisable and should be
considered in situations where one spouse is

or entities, or by deferring the receipt of a bonus or
other compensation until after the divorce is
settled.

Detecting h idden, transferred or deferred income is
complicated, however forensic accountants have
several effective techniques for uncovering such
income. These techniques include the analysis of
the family's lifestyle to determine if the level of
reported income is sufficient to support the
family's expenditures, an examination of the
couple's net worth at two or more points in time to
determine whether the reported income during the
period is consistent with the change in net worth,
and an analysis of bank deposits

(Continued on page 4)
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The Role of Forensic Accountants in Divorce Engagements

(Continued from page 3)

Uncovering hidden assets is also  difficult but again
there are multiple methods available to forensic
accountants. These methods include the analysis
of individual, fiduciary and business tax returns,

the examination of personal and business financial
statements or loan applications and p ublic records
searches. Detailed forensic review of
disbursements made from bank and brokerage
accounts can prove valuable in identifying
situations where one spouse has attempted to
dissipate marital assets in anticipation of the
separation. Subject to th e limitations of the
Gramm -Leach -Bliley Act, some forensic

and commingled property.

The various methods for uncovering hidden income
and assets have limitations and are not appropriate

in all circumstances. A forensic accountant will
typically evaluate the circumst  ances of the case to
develop a customized work plan. While the
discovery of unreported income can be extremely
beneficial to the dependent spouse, it can also lead

to serious adverse tax consequences, which should

be considered when deciding how to utilize the
information obtaine d through the investigation. In
many situations, counsel may find that the
identification of unreported income can be a very

accountant s can even employ asset locator
techniques to identify hidden accounts established

by one spouse. Even if this level of service is not
required, a forensic accountant can be extremely
hel pful in identifying and tracing separate, marital

effective tool in negotiating a  favorable settlement.

(Continued on page 5)

ATTENTION COLLEGE STUDENTS! PARENTS OF STUDENTS!

Our Ch a [Bthelarstis Committee is kicking -off a search to award a $3,000 scholarship (with a potential for
additi onal money Ricldendennitge (R @dmbrials Scholarship program)
www.acfe.com/membership/students.asp . The scholarship award will include a one -year chapter membership.

Students must be full  -time enrollees in four year undergraduate or graduate programs of accredited colleges or
universities within the chapterds service area®*. Student ¢
finance, business or criminal justice programs (not open to high school students or students in community college

or junior college settings).

The selection process will be based on a combination of factors as detailed by the
program :

RJ Memorial Scholarship

e Completion of RJ Memorial Scholarship application .

e  Overall academic achievement demonstrated by official transcripts.

e Three letters of recommendation, including at least one from a Certified
Fraud Examiner or member of the Philadelphia Area chapter. Additional
recommend ations may come from faculty advisors, teachers or employers.

e Anoriginal essay of 250 & 500 words explaining why the applicant deserves
the scholarship and how fraud awareness will affect his/her professional
career development.

NON-DISCRIMINATION POLIC Y
The Philadelphia Area Chapter of the ACFE does not discriminate on the basis of race, religion,
color, national origin, age, gender, disability, or sexual orientation in any of its programs or
activities.

Questions should be made through the chapter website:
http://www.philacfe.com/feedback.html

Application packages should be forwarded to:

Philadelphia Area Chapter of the ACFE
ATTN: Scholarship Committ ee
c/o WithumSmith+Brown
210 Lake Drive East, Suite 102
Cherry Hill, NJ 08002

Top to bottom: Tim
McMillan, 2010 Scholarship
Recipient; Gaig Beale, 2010
Scholarship Recipient;

*The Philadelphia Area Chapter is a non -profit, licensed affiliate of the Association of Certified
Fraud Examiners serving the Greater Philadelphia Area and surrounding counties, mid to
southern counties of New Jersey and northern Delaware.

4| Page


http://www.acfe.com/membership/students.asp
http://www.philacfe.com/feedback.html

The Role of Forensic Accountants in Divorce Engagements

(Continued from page 4)

Investigating Closely Held Businesses

A closely held business is often a prime vehicle for hiding assets or in come. A forensic examination of  the
business can be worthwhile where the opposing spouse is actively involved in the day -to-day operations
and is suspected of using business assets or income for his or her personal benefit in excess of reported

income. Oft en, the owner of a closely held business will take advantage of his position of control over the
company's finances in order to extract additional compensation by either the payment of personal
obligations using corporate funds, engaging in non -arm's lengt h transactions with related entities, or
through the payment of excessive perquisites such as homes, cars, airplanes, etc.

When examining a closely held business, a forensic accountant will employ many of the methods
discussed above to determine whether hidden income or assets exist, whether business funds have been
used to purchase personal assets and pay personal expenses, whether the owner -spouse has been

(Continued on page 8)

ACFEOs 2010 Rep

On Occupational Fraud and Abuse

The Report to the Nations on Occupational Fraud and e Most common fraud scheme: Asset
Abuse is a publication that was first published by the misappropriation at 90% of cases with an
ACFE in 1996. Currently in its sixth edition, the associated median loss of $135,000.

2010 ACFE®8s Report to the

Fraud and Abuse ( OReport ¢) an s datak e Least common fraud scheme:  Financial
compiled from a study of 1,843 cases of occupational Stateme nt Fraud Scheme at 5% of cases with
fraud that occurred worldwide between January an associated median loss of $4 million.

2008 and December 2009. All of the data included in

the Report was provided by the Certified Fraud e Fraud schemes are most likely detected by
Examiners (0CFEso6) who in tip. This finding has been consistent since
The fraud cases in the ACF 2002.

nations (with more than 40% of cases occurring in

countries outside the United States) providing a truly e Small businesses suffer disproportionately
global view into the plague of occupational fraud. high fraud losses, representing 31% of al I

fraud losses with a median loss of $155,000.
James D. Ratley, CFE, current president of the

ACFE, stated, "On behalf of the ACFE, and in honor e Banking/financial services, manufacturing

of its founder, Dr. Joseph T. Wells, CFE, CPA, | am and government/public administration

pleased to present the 2010 Report to the Nations on sectors are the most commonly victimized

Occupational Fraud and Abuse to practitioners, industries.

business and government organizations, academics,

the media and the general public throughout the e Anti -fraud controls appear to reduce the cost

world. The information contained in this Report will and duration of fraud schemes

be invaluable to those who seek to deter, detect,

prevent or simply understand the glo bal economic e More than 80% of fraud schemes were

impact of occupational fraud.” committed by individuals in the following
departments: accounting, operations, sales,

Below are some key findings included in the Report: exec#tiV_e management, customer service and
purchasing.

e A typical organization loses 5% of its
revenues to fraud. Extrapolated to the 2009
Gross World Product, there is a potential
fraud loss of $2.9 trillion worldwide.

e More than 85% of fraudsters has never
previously been charged or convicted with a
fraud related offense.

e Red flags are often displayed by fraudsters.
The most common being the fraudster living
beyond their means at 43% of fraud cases
and experiencing financial difficulties at 36%.

e The median loss was estimated at $160,000
and lasted 18 months before being detected.
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Register For These

ACFE National om0l b
Upcoming ACFE
Events Today! - Event in
Philadelphia!
Go to www.acfe.com today and find out .
more about these and other events Auditing for Internal Fraud
August 26-27, 2010
DATES TOPIC CPE LOCATION 16.0 CPE Credits
08/26/10 o Auditing for Internal Fraud 16 Philadelphia, PA i i
08/27 /10 Doubletree Hotel Philadelphia
08/30/10 o CFE Exam Review Course 28 Chicago, IL 237 SOUth B road StreEt
09/02 /10 Philadelphia, PA 19107
08/30/10 Fraud Prevention 8 San Francisco, CA
As an auditor practicing today, you have
08/31/10 o Mortgage Fraud 16 San Francisco, CA to be .Concerr.]ed with m(_)re than
09/01/10 compliance with accounting rules.
Today, finding fraud is your
09/13/10 & | Advanced Fraud Examination 24 Austin, TX responsibility too. Auditing for Internal
09/15/10 Techniques Fraud will help you develop and
sharpen your existing skills and teach
Oggljgﬁfo [¢] Healthcare Fraud 16 Ft. Lauderdale, FL you the techniques necessary for
effective fraud detection. Over the two-
09/20/10 o Auditing for Internal Fraud 16 Salt Lake City, UT day course, you_ W'" learn the .
09/21/10 fundamentals of auditing for fraud, with
an emphasis on understanding the
09/27/10 & | CFE Exam Review Course 28 Washington, DC common schemes, legal elements,
09/30/10 detection techniques and methods of

preventing occupational fraud. Position
yourself as a knowledgeable resource
and find more fraud.

WHAT YOU WILL LEARN

Are you |00king for the right job for your e Introduction to fraud examination

career? e Avoi ding mal pr a
' fraud responsibilities
. . . . e Legal elements of fraud
Still searching for the right candidate for your e TR S G e
company? fraud and abuse

e Common internal fraud schemes
The ACFE Job Board connects qualified anti  -fraud including:
. . o . o Fraudulent financial
professionals with the organizations who are looking for statements
them. o Bribery & corruption
0 Asset misappropriation
Job Seekers, Employers and Recruiters alike can find the 0 Skimming
exact fit for their needs. o Fictitious disbursements
e Techniques for balance sheet and
Make your connections tod ay! income statement analysis

e Deterrence of management and
occupational fraud

Visit ACFE.com/Career

6| Page


http://www.acfe.com/
http://eweb.acfe.com/eweb/DynamicPage.aspx?WebCode=ACFEEventInfoSC&evt_key=5A1A0680-4B82-4EF4-B729-579A4833BDF5&ses_key=
http://www.acfe.com/

Stay >
Connected

Visit our Chapter Website

At our June 8th breakfast meeting... Please continue to visit our

informative website at
www.philacfe.com t o revi ew
N e w6 newrycar membership and
register for upcoming events. We

Stephen Niemczak was the first speaker of the morning. Mr.

Niemczak is a Supervisory Special Agent for the United States hope to make improvementsto  our
Department of Health and Human Services, Office of Inspector website and add new features to
Gener al ( OHHH Ol Gé) . Mr . Ni e mc continue to bring you the latest in

OIG since 2001 where he is responsible for overseeing the fraud awareness and prevention.

areas of Organized Crime and Medical Identity Theft on a

national level. Prior to his current position, he worked in the Get Involved with a Committee
Philadelphia Regional Office as a case agent, and the Training
Division as the National Training Operations Coordinator. The Philadelphia Area Chapter
always welcomes all members to
Mr. Niemczak discussed Organi  zed Crime in Health Fraud. He volunteer their time to participate in
spoke about numerous cases involving health fraud, including Chapter activities,  serve ona
. o . . . committee, or volunteer their services

topics such as health care billing fraud and medical identity )

. in any other form. Contact us at
theft. Mr. Niemczak presented the facts of each case, as well G
as all the players, their involvement i n the fraud, how the

fraud was uncovered, the dollars involved, and the ultimate

. . Have an Idea or Recommendation
sentencing of each involved party.

that you would like to Share?

The second speaker of the day was David Ziegler, principal of As demonstrated by our 2007

Ziegler and Associates. Mr. Ziegler began working in the dChapter ofand2008 Ye a
private sector a fter a highly successful 28 -year career as a ONewsl etter of the
Federal Criminal Investigator with the Bureau of Alcohol, continually aim to offer the best
Tobacco and Firearms (O0OATFO) . P resources for the fraud fighting
and arson investigations, and is frequently called on not only community. Contact us with your
to utilize his expertise i n such cases, but also to train other TEIEEE el STEEiians €% Gl (G Ty
government agents in these fields. He has made numerous strives to maintain our elite status in
presentations on topics ranging from arson and explosives 20101
investigations, to the use of internet and other resources in the
investigation of crime, and is regula rly called upon as a Speak at One of Our Events
training resource by local, state and federal agencies. Mr.
Ziegler is also the ATF contractor responsible for the NIBIN If you have a topic that you think
(ballistic computer) systems in N ew Jersey and Philadelphia. would make an interesting
presentation, let us know as we are

Mr. Ziegler presented on Identity Theft and how to avoid always looking for individuals to
becoming a victim. Mr. Ziegler stated that a thief only needs partieipata In 00F
three pieces of information to steal your identity: your name,
date of birth and social security number. Mr. Ziegler Philadelphia Area Chapter

. . Association of Certified Fraud
presented numerous websites, such as birthdatabase.com and Examiners
zabasearc h.com, where your personal information is on display c/o WithumSmith+Bro  wn
for public viewing. He discussed ways in which you can opt 210 Lgﬁzrzr':‘ﬁl'zﬁjtbg’ggg 102
out of certain sites to protect your personal information. It Tel: (856) 321 -3177

Fax: (856) 321 -3188

was surely interesting to observe how mu ch private personal Email: info@philacfe.com

information is avail able to the public.
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The Role of Forensic Accountants in Divorce Engagements

(Continued from page 5)

intentionally reducing the profitability of the business
and whether there have been inappropriate related
party transactions. The examination will include a
detailed review of business records and practices,
including internal  controls, as well as issues unique
to the industry of the owner spouse's business. The
investigation typically yields a financial road map to
the hidden value of the business. Undertaking such
an investigation on the client's behalf can also protect
the attorney from a future malpractice claim.

Since a closely held business is often the largest asset
subject to equitable distribution in a marital
dissolution, obtaining an accurate business valuation
is essential. The business appraiser typically prepares
a valuation for the entity based upon the "normalized"
income for the business. That is, the appraiser's
valuation should be based upon the earnings that a
third -party purchaser could theoretically expect to
receive upon acquiring the business. However, an
accurate valuation is unattainable if the income and
expenses of the business are misstated and
commingled with personal business activity. The
work -product prepared by the forensic accountant can
be provided to the appraiser and prove invaluable for
obta ining a realistic value for the business.

Conclusion

Forensic accountants are an invaluable resource to
attorneys in divorce litigation, and, when utilized
appropriately, their examinations can facilitate a more
equitable settlement. While the need for a f
accountant depends upon a variety of circumstances
of each case, including the size of the marital estate,

orensic

the extent of actual or perceived marital misconduct,

the financial needs of the dependent spouse post -
dissolution, etc., the reward will gen erally exceed the
money invested in fees and costs.

Barbara A. Ruth is a senior manager in the tax
accounting group of Duan e Morris, where she devotes her
practice to marital dissolution, federal, state and local
taxation. She also devotes her practice to litigation
consulting services, including criminal and civil tax
controversies and damage measurement. Ruth is a
member of t he Phi |l adel phia Bar As
on women in the profession and the state and local tax
committee.

Michael A. Gillen is the director of the tax accounting
group of the firm, a group of certified public accountants
providing tax, accounting and consulting services as an
ancillary business of the firm, where he devotes his
practice to federal, state and local income taxation and a
variety of litigation consulting services including fraud
and embezzlement detection and forensic and
investigative accounting.

As required by United States Treasury Regulations, you should
be aware that this communi cation is not intended by the sender
to be used, and it cannot be used, for the purpose of avoiding
penalties under United States federal tax laws.

This article originally appeared in The Legal Intelligencer and is
republished here with permission from

law.com .

A2 IPpilabelphia Area Chapter

Agsociation of ertified Fraud Examiners

Mark Your Calendars for these Upcoming Events

October 5, 2010 7:30am
Robert J. Irwin, Resident Agent in Charge ATF
Seton Hall University Fire

December 6, 2010 7:30am
18t Annual All-Day Fraud Training Conference

**All events to be held at the Doubletree Hotel
Please visit www.philacfe.com for

0 10:30am
- Camden NJ Field Office

Investigation
> N8
M\‘i\\
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0 5:00pm

in Philadelphia, PA **
complete details


http://www.duanemorris.com/professionals/barbaraaruthcpajd.html
http://www.duanemorris.com/taxaccounting
http://www.duanemorris.com/taxaccounting
http://www.duanemorris.com/professionals/michaelagillencpacfe.html
http://www.duanemorris.com/taxaccounting
http://www.duanemorris.com/taxaccounting
http://www.law.com/
http://rds.yahoo.com/_ylt=A0WTefiy0lpMCnwAw9ujzbkF/SIG=123vjldnf/EXP=1281106994/**http:/www.akpsolicitors.com/images/divorce.jpg

PhiladelphiaAr ea Chapter o
c/o WithumSmith+Brown

210 Lake Drive East, Suite 102

Cherry Hill, NJ 08002-1163

TO:

Addressee Name
Street

Town, State Zip
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