mim

The Philadelphia Examiner

SPRING 2010

ASSOCIATION OF CERTIFIED FRAUD EXAMINERS - PHILADELPHIA AREA CHAPTER

VOLUME 3, ISSUE 2

Lid4

ADELPHIA AREA CHAPTER
) @K/‘ﬂ'llﬂ)

Left to right: Craig Beale, 2010 Scholarship
Recipient;Richard Horowitz Esq., speaker at tl
April 20, 2010 breakfasneeting; TimMcMillan,
2010 Scholarshijrecipient

2010 Scholarship Winners Announced!

@ RIDER

UNIVERSITY

Honoring a long established
tradition that reflects our
mission to educate and
mentor the next generation in

fighting global fraud and
abuse, our

scholarship committee
recently awarded  $3,000

scholarships to two area
undergraduate students for
the academic year 2010 -
2011. Using criteria based on
t he A CF E 0 s-Jerkings
Memorial Scholarship
program, chapter committee
members, Bill News, Jon
Cohen, Judith Spradley and

2010 Scholarship

and training events.

Recipientsand a host of
other upcoming seminars

Carol Cagno carefully weighed
the academic achievements,
community involvement,
original essays, and faculty
and CFE recommendations of
sever al applicail
worthy recipients are Tim
McMillan, an  Accounting
Major at Rider University, and
Craig Beale, a Criminal
Justice Major at West Chester
University. Our
congratulations  and best
wishes go out to these
awesome guys! We are happy
to put our future in your
hands.

Meet the Students

Tim McMillan is a full-time
student with a major in

Chapter news highlights,
Upcoming events and more.

Accounting at Rider
University. He completes his
sophomore year by achieving
Deands List St
consecutive semesters and
participating in Ri de
Business Honor ¢
Dorothy McMullen, Associate
Professor of Accounting and
Ti mds academic
attributes him the qualities of
maturity, commitment and a
clear ethical compass.

(Continued on page 6)
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Fraud Prevention Tips for Small Businesses
by Jeffrey Winters, CPA, CFF

Fraud can be perpetrated anytime
and anywhere; and small
businesses must deal with more
than their fair share of fraudulent
activity. Practitioners should
continuously remind  business
clients of the risks.

According to the Association of

Certified Fraud Ex ami ner s
Report to the Nation, small
businesses! suffered from 66

percent more fraud occurrences

than larger businesses. The
average cost of each fraud
occurrence to these small

businesses is $200,000, which is
14 percent higher than any other
size organization. These losses can
be crippling to a small business.
Unfortunately for small businesses,
most frauds are uncovered either
through a tip or by accident. Your
small-business clients, therefore,
should be focused on preventing
fraud rather than detecting.

The three main types of fraud
affecting small business clients will
be billing, skimming, and check
tampering. Below are some basic
prevention techniques you can
impart to help clients combat
fraud.

Billing

There are many types of billing
schemes, including cash-
generating schemes, invoicing via a
fraudulent shell company, and
personal purchases using company
funds. As with most frauds,
applying strategic prevention will
deter many fraudsters before they
get started. Here are some common
prevention tactics:

e Enforce authorization
procedures of purchase
orders, payments, and
invoices.

e Segregate duties between
authorizing, receiving,
shipping, purchasing, and
accounting.

e Review the accounts
payable vendor listing to

identify bogus vendors.

e Analyze vendor payments
on a timely basis for
abnormal trends.

e Review receiving and
shipping reports for
completeness and accuracy.

e Review credit card

statements frequently for
irregularities.

Skimming

Removing cash prior to its entry
into the accounting system is often
conducted at the manager level
because these employees know the
financial infrastructure of an
organization and can bypass
safeguards.

In one case, a store manager was
expected to take the daily cash
receipts and deposit them in the
b a n k drep-off box after closing.
The manager, however, would
make a pit stop at the local casino
before making the deposit. This
went on for a few weeks, until one
day the manager never made the
deposit. He had a bad night at the
casino, lost the nightly deposit, and
did not return to work the next
day. Days later, the store owner
uncovered the fraud when
reviewing the bank statement, but
by this point it was too late. The
perpetrator could not be located.
Here are some steps clients can
take to prevent this type of fraud:

e Employees who handle cash
must be bonded.

e Segregation of duties
should be applied.
e Transactions must be

recorded properly, including
amount, date of occurrence,
and ledger accounts.

e Rotate employee
responsibilities.
e Educate employees

regar di ng your
fraud prevention plan.

(Continued on Page 3)

Ixecutive Board
9010

Richard L. Sobine, CFE, CGFM
President

Carol A. Cagno, CFE
Vice President, Past President

Madeline Cress, CIA, CFE, CFSA

Treasurer

Jonathan D. Cohen, CFE
Secretary

Robert Cohen, CFE, CPA
Training Director, Past President

William J. News
Director

Judith W. Spradley, CFE
Director

Dennis T. Zawacki, CFE
Director

David L. Ziegler, CFE, CFI, VSM
Director

Heather Craden, CFE, CPA, CFF
Director




Fraud Prevention Tips for Small Businesses
(Continued from page 2)

Check Tampering

Check tampering relies on forgery and access to a
company®s proprietary docum
variety of different forms, including  forged
endorsements, altered payee, and authorized check
maker schemes. Your small-business client can dip into
a large pool of prevention techniques geared at
combating check tampering:

e Check cutting and preparation must not be
completed by the signatory of the account.

e Bank reconciliations must not be made by the
signatories on the account, and they should be
reviewed by more than one person.

e Mail printed and signed checks immediately
after signing.

Store check stock in a secure location.

e Eliminate the use of paper checks when
possible.

e Compare payees listed on the cancelled checks
with the payees listed in the cash disbursements
journal.

¢ Rotate employee responsibilities.

One recurring method to prevent fraud is segregation of
duties. For some small businesses, segregation of duties

is not a cost-effective option. If this is the case, help
your clients become more creative with their prevention
techniques. This may include increasing the frequency
of analytical procedures or surprise audits.

Preparing a comprehensive fraud prevention strategy is
the only battle plan to win the war on fraud. At the
frequency that frauds occur in small businesses, it is
essential that some type of prevention program is
implemented to address the most common fraud.

1 Small business i s defined as any company with less than 100
employees.

Jeffrey Winters, CPA, CFF, is a Senior Manager with
LECG - SMART. In his capacity as a leader for the
Disputes, Valuations and Investigations Practice Group,
Jeff leads engagements and provides expert services in
the insurance and reinsurance industries. Jeff
specializes in complex commercial transactions while
supporting his clients in the normal course of business
and cases of dispute.

Reprinted with permission from the Pennsylvania CPA Journal,
a publication of the Pennsylvania Institute of Certified Public
Accountants.

é = New Ethics Requirements for CFEs

The ACFE has implemented a new requirement for two
hours of annual ethics credits beginning in 2011.
This new requirement will be part of the 20 hour
annual CPE requirement. In 2011, CFEs will be
required to have 20 hours of continuing professional
education (0CPEO) credits a
related directly to fraud and two hours related to
ethics. In order to qualify for ethics credit, the
primary course topic must be ethics or ethics related,
centered on an approved field of study for ACFE CPE,
and meet ACFE criteria for CPE credit.

In response to accounting scandals, this requirement
may help equip Certified Fna
dealing with ethical challenges in their profession.
According to Leslie Simpson, CFE, (Director of
Membership for the ACFE), not one event caused the
change to the new ethics re
Board of Regents decision done in an effort to continue
to uphold the high reputation and professionalism of
CFEs. Given our focus as anti-fraud professionals it
was a natural adjustment to our continuing education
requirements. This is consistent with other
professional cr edent Asad GFE,lall k
members already must demonstrate the highest moral
and ethical standards and abide by the CFE Code of
Professional Ethics.

CPE activity that falls within one of the following
categories of Regulatory Ethics, Behavioral Ethics, or
Professional Ethics will be considered ethics related
under t he ACFEGSs CPE guidel
particular CPE courses may be counted towards both
fraud and ethics related CPE requirements. Courses
offered by the ACFE that fulfill both fraud and ethics
related CPE requirements include the following areas:
Ethics for Fraud Examiners and ACFE Code of
Professional Ethics. Specifically to address the new
requirement, the ACFE is offering two online courses to
obtain ethics credits titled, Ethical Theory for Fraud
Examiners and Practical Ethics for Fraud Examiners

In addition, the ACFE has clarified what is considered
a fraud related course. All ACFE courses are
considered fraud related, and if earned through
another source, it must fall within a general fraud
category. These categories comprise Financial
Transactions and Fraud Schemes, Law Related to
Fraud, Investigation Techniques, and Fraud Prevention
and Deterrence.

If a CFE has received more than 20 hours of CPE in

2010, they may carry over up to 10 of these hours to
meet 2011 CPE requirements.
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ACFE National:

Register For These j oonat W
g 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
05/24/10 0 CFE Exam Review Course 28 New York, NY . .
05/27/10 As an auditor practicing today, you have
to be concerned with more than
06/07/10 8 | Principles of Fraud Examination 28 Austin, TX compliance with accounting rules.
06/10/10 Today, finding fraud is your
] . ) ) responsibility too. Auditing for Internal
06/14/10 o Professional Interviewing Skills 16 Kansas City, MO Fraud will help you develop and
06/15/10 . .
sharpen your existing skills and teach
06/17/108 | Interviewing Techniques for Auditors 16 Las Vegas, NV yeu! the techmqugs necessary for
06/18/10 effective fraud detection. Over the two-
day course, you will learn the
06/28/108 | Legal Elements of Fraud 8 Baltimore, MD fundamentals of auditing for fraud, with
06/28/10 an emphasis on understanding the
: common schemes, legal elements,
06/29/10 6 Healthcare Fraud 16.0 Baltimore, MD e s . .
06/30/10 detection techniques and methods of
preventing occupational fraud. Position
08/26/10 8 | Auditing for Internal Fraud 16.0 | Philadelphia, PA yourself as a knowledgeable resource
08/27/10 and find more fraud.
08/30/10 & CFE Exam Review Course 28 Chicago, IL Register at www.acfe.com
09/02/10 R

July 25 -30, 2010 Irving Piccard

Washington, DC Partner, Baker Hostetler and Madoff Trustee
Gaylord National Resort & Convention Center

James T. Reese, Ph.D.

Unite with other anti-fraud professionals from around Author, Lecturer, Consultant
the world at the 21st Annual ACFE Fraud Conference to
learn the latest on fraud prevention and detection to aid
you in this global fight. The keynote speakers, panel
discussions and educational workshops all provide
valuable, ready-to-implement ideas that help put your
company in a better position to eliminate fraud from the
workplace. Get the skills and information most relevant
to you while building and cultivating your network, and
discover business tools you need to succeed in this
dynamic profession.

Justin Paperny
Convicted Fraudster & Former Investment Executive

Sessions and Workshops

Visit the Fraud Conference website at
www.fraudconference.com to view the numerous
sessions and workshops available to participants.
Register online today for the sessions you wish to
attend.

Keynote Speakers Networking Opportunities

The 21th annual conference will host a spectacular
lineup of keynote speakers, including:

A networking reception will be held on Tuesday night
and is set at The Sunset Room at National Harbor
providing attendees a great opportunity to meet new
colleagues and potential clients and customers, as
well as catch up with old friends in a relaxed, social
setting.

Neil Barofsky
Special Inspector General, TARP
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In Case You Missed

Bt E

At our
Apnil 20th breakfast

meeting...

Richard Horowitz, above , of Richard Horowitz & Associates, is an
attorney concentrating in corporate, international, and security
matters. Mr. Horowitz is also a licensed private investigator and a
recognized expert in the areas of corporate intelligence, fraud, and
international investigations. He delivered an informative
presentation on money laundering and related financial crimes.

Mr. Horowitz first discussed the current issues with Goldman
Sachs. The SEC has filed suit against Goldman Sachs, who has
been accused of fraudulent investment practices by selling
subprime mortgages derivative products that they believed would
fail, and not disclosing the notable role a hedge fund had played
in the selection of the portfolio. Mr. Horowitz also presented
numerous case studies regarding money laundering and financial
fraud, which were both interesting and entertaining.

e

SHECHTMAN MARKS DEVOR pc

Certified Public Accountants

Shechtman Marks Devor PC Is looking for professionals with a desire to
participate in one of the leading litigation support and forensic accounting
firms in the country and to operate within a dynamic work environment
where the tools developed by auditors and fraud examiners are, and can
be, used in new and challenging ways. Strong interpersonal and
communication skills are important to the role, as is the ability to manage
multiple tasks. Candidates would ideally have completed 3-5 years in
public accounting, preferably with a Big 4 firm, although such experience
is not required. Candidates with certification in public accounting are also
strongly preferred. Similarly, experience using fraud examination tools in
the context of financial statements and other areas would certainly provide
a benefit to any applicant and the firm.

Shechtman Marks Devor PC has provided professional services to business
leaders since 1978. Their experienced, involved, and diligent accountants
and advisors provide clients with a wealth of knowledge in accounting,
auditing, and taxation. They are also the preeminent firm in the country
with regard to their litigation support and forensic accounting services.

Stay =
Connected

Visit our Chapter Website

Please continue to visit our
informative website at
www.philacfe.comt o revi ew
N e w6 newryeur membership and
register for upcoming events. We
hope to make improvements to our
website and add new features to
continue to bring you the latest in
fraud awareness and prevention.

Get Involved with a Committee

The Philadelphia Area Chapter
always welcomes all members to
volunteer their time to participate in
Chapter activities, serve on a
committee, or volunteer their services
in any other form. Contact us at
info@philacfe.com.

Have an Idea or Recommendation
that you would like to Share?

As demonstrated by our 2007
0Chapter ofand2008 Yea
ONewsl etter of the
continually aim to offer the best
resources for the fraud fighting
community. Contact us with your
ideas and suggestions as our Chapter
strives to maintain our elite status in
2010!

Speak at One of Our Events

If you have a topic that you think
would make an interesting
presentation, let us know as we are
always looking for individuals to
participate in our

Philadelphia Area Chapter
Association of Certified Fraud
Examiners
c/o0 WithumSmith+Brown
210 Lake Drive East, Suite 102
Cherry Hill, NJ 08002
Tel: (856) 321-3177
Fax: (856) 321-3188
Email: info@philacfe.com
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2010 Scholarship Winners Announced!

(Continued from page 1)
Ti mbs passions are sailboat racing and
accounting.
Craig Beale is a third year student at West Chester University with a major

in Criminal Justice. He is also a Cyber Transport Specialist in the
Pennsylvania Ai r Nati onal Guard with the 7ran
forte has been his tenacity in overcoming personal hardship to achieve
academic success and military honors, as exemplified by his award of the
Pennsylvania Achievement Medal for Outstanding Service to the
Commonweal th. Craigds passions are exe
and his eventual pursuit of a law enforcement career in computers and white
collar crime. Upon graduation Craig anticipates a deployment to the Middle

2"« [I'raud Watch

Additi onal Charges to Come in the Madoff Scandal

Sources close to the Madoff Ponzi scheme investigation have reported that

two additional employees from Madoff ds
financi al fraud. These same sour etersandt
Madoffds two sons, Andrew and Mar k, cou

authorities have enough evidence to charge them with more serious securities
fraud charges, they are likely to be charged with tax fraud later this year.

Four other former Madoff employees, as well as one outside accountant, have
already been charged in connection with the Ponzi scheme. Bernard Madoff,
71, is currently serving a 150-year sentence for his admission of the creation
of the Ponzi scheme which spanned decades and bilked investors out of an
alleged $50 billion.

June 8 , 2010 7:30am 0 10:30am

= Mark Your Calendars for these Upcoming ,
4 Philadelphia Area Chapter Events! b

Get Published!

Do you have an article,
idea or topic that you
would like to
contribute to our
newsletter? We are
looking to you, our
fellow members, to
share your stories,
your successes and
your suggestions to
continue to grow our
newsletter.

Please contact
Heather Craden at
hcraden@Ilecg.com with
any contributions or
guestions.

Stephen Niemczak, Inspector/Supervisory Special Agent for U.S. DHHS OIG - Ol

oOrganized Crime in Health Fraudé

October 5, 2010 7:30am 0 10:30am
Breakfast Meeting 8 Speaker TBD

December 6, 2010 7:30am

0 5:00pm

18t Annual All-Day Fraud Training Conference

**All events to be held at the Doubletree Hotel in Philadelphia, PA**

Please visit www.philacfe.com for complete details
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Phil adel phia Area C
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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