
# 149272   Cust: Pearson   Au: Hahn  Pg. No. 1 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

Forensic 
Accounting

Robert J. Rufus
Rufus & Rufus Accounting Corporation, Huntington, WV

University of Charleston, WV

Laura Savory Miller
Rufus & Rufus Accounting Corporation, Huntington, WV

University of Charleston, WV

William Hahn
Southeastern University, Lakeland, FL

Boston  Columbus  Indianapolis  New York  San Francisco  Upper Saddle River

Amsterdam  Cape Town  Dubai  London  Madrid  Milan  Munich  Paris  Montréal  Toronto

Delhi  Mexico City  São Paulo  Sydney  Hong Kong  Seoul  Singapore  Taipei  Tokyo

Global Edition

A01_RUFU9372_01_GE_FM.indd   1 12/12/14   9:50 AM



5

# 149272   Cust: Pearson   Au: Hahn  Pg. No. 5 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

Brief Contents
Preface  11

Chapter 1    Introduction to the World of Forensic Accounting  15

Chapter 2    The Legal Environment of Forensic Accounting  35

Chapter 3	    Screening and Staging Engagements  61

Chapter 4    Gathering Evidence—Interviews and Observations  83

Chapter 5    �Financial Statements Analysis—Reading  
Between the Lines  109

Chapter 6    Fraud and White-Collar Crime  155

Chapter 7    Conducting a Fraud Investigation  189

Chapter 8    Transforming Data into Evidence (Part 1)  241

Chapter 9    Transforming Data into Evidence (Part 2)  273

Chapter 10    Professional Responsibilities  305

Chapter 11    Fundamentals of Business Valuation  327

Chapter 12    Special Topics  363

Glindex (combined Glossary and Index)  415
Credits  432

A01_RUFU9372_01_GE_FM.indd   5 12/12/14   9:50 AM



# 149272   Cust: Pearson   Au: Hahn  Pg. No. 6 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

6

Contents
Preface  11

	 Chapter 1	 Introduction to the World of Forensic Accounting  15

Introduction  15

What Is Forensic Accounting  17

Forensic Accounting Services  18

Forensic Accountants vs. Transactional Accountants and Auditors  22

Forensic Accounting Skills  22

Forensic Accounting Certifications and Supporting Organizations  27

Careers in Forensic Accounting  28

Summary  29

Key Terms  30  •  Chapter Questions  30  •  Multiple-Choice Questions  31  •   
Workplace Applications  31  •  Chapter Problems  32

	 Chapter 2	 The Legal Environment of Forensic Accounting  35

Introduction  35

United States v. Bonnie J. Bain  35

Understanding the Legal Environment  37

Procedure: The Anatomy of a Trial  40

Evidence and the Expert  44

Privileged Communication  48

Working with Attorneys  49

Epilogue: U.S. v. Bonnie Bain  50

Appendix 2-A  51

Appendix 2-B  52

Appendix 2-C  53

Key Terms  55  •  Chapter Questions  56  •  Multiple-Choice Questions  57  •   
Workplace Applications  58  •  Chapter Problems  59

	 Chapter 3	 Screening and Staging Engagements  61

Introduction  61

Screening Engagements  63

Staging an Engagement  67

Epilogue: Mattco Forge, Inc. v. Arthur Young & Company  74

Appendix 3-A  76

Key Terms  77  •  Chapter Questions  78  •  Multiple-Choice Questions  79  •   
Workplace Applications  81  •  Chapter Problems  82  •  Case  82

A01_RUFU9372_01_GE_FM.indd   6 12/12/14   9:50 AM



# 149272   Cust: Pearson   Au: Hahn  Pg. No. 7 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

	 Contents	 7

	 Chapter 4	 Gathering Evidence—Interviews and Observations  83

Introduction  83

The Interview: A Primary Evidence-Gathering Tool  85

Conducting Interviews  89

The Value of Observations  94

Epilogue: U.S. v. Ronda Nixon  96

Appendix 4-A  98

Key Terms  101  •  Chapter Questions  102  •  Multiple-Choice Questions  102  •   
Workplace Applications  105  •  Chapter Problems  106  •  Case  106

	 Chapter 5	 Financial Statements Analysis—Reading Between  
the Lines  109

Case Study: ZZZZ Best Carpet Cleaning Service  109

Introduction  111

Context of Financial Reporting  111

Foundations of Financial Statements Analysis  119

Methods of Financial Statements Analysis  121

Cash Flow Analysis  126

Journal Entry Testing  128

Content Analysis  129

Personal Financial Statements  130

Summary  132

Appendix 5-A  132

Appendix 5-B  138

Appendix 5-C  140

Key Terms  143  •  Chapter Questions  144  •  Multiple-Choice Questions  145  •   
Workplace Applications  148  •  Chapter Problems  149

	 Chapter 6	 Fraud and White-Collar Crime  155

Introduction  155

Fraud and White-Collar Crime  158

Fraud Theory  162

Why Do People Commit Fraud?  165

Who Commits Fraud?  170

Victims of White-Collar Crime  170

The Government Is Not Always Right  171

Why You Need to Know  171

Appendix 6-A  171

Key Terms  181  •  Chapter Questions  181  •  Multiple-Choice Questions  182  •   
Workplace Applications  184  •  Chapter Problems  185  •  Case  185

A01_RUFU9372_01_GE_FM.indd   7 12/12/14   9:50 AM



# 149272   Cust: Pearson   Au: Hahn  Pg. No. 8 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

	 Chapter 7	 Conducting a Fraud Investigation  189

Introduction  189

Suspicions of Fraud  190

Background Information  191

Significant Accounting Policies  193

The Engagement  194

The Investigation  195

Epilogue  239

Key Terms  239

	 Chapter 8	 Transforming Data into Evidence (Part 1)  241

Introduction  241

The Role of Data Analysis  241

Framing the Data Analysis Task  244

Data Sources  245

Planning for Data Analysis  247

Data Collection  250

Data Preparation  251

Data Analysis Tools  253

Interview Transcription  258

Case Application  259

Summary  259

Appendix 8-A  260

Key Terms  265  •  Chapter Questions  266  •  Multiple-Choice Questions  267  •   
Workplace Applications  270  •  Chapter Problems  271  •  Case  271

	 Chapter 9	 Transforming Data into Evidence (Part 2)  273

Introduction  273

Descriptive Statistics  275

Methods for Displaying Data  281

Data Mining  284

Data Analysis Software  288

Digital Analysis—Benford’s Law  290

Summary  294

Key Terms  295  •  Chapter Questions  295  •  Multiple-Choice Questions  296  •   
Workplace Applications  300  •  Chapter Problems  301

8	 Contents

A01_RUFU9372_01_GE_FM.indd   8 12/12/14   9:50 AM



# 149272   Cust: Pearson   Au: Hahn  Pg. No. 9 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

# 149272   Cust: Pearson   Au: Hahn  Pg. No. 9 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

	 Contents	 9

	Chapter 10	 Professional Responsibilities  305

Introduction  305

Professional Responsibility  306

AICPA Code of Professional Conduct  311

Statement on Standards for Consulting Services No. 1  314

ACFE Code of Professional Standards  315

NACVA Professional Standards  316

Six Essential Qualities  317

Revisiting the Rules of Evidence and Discovery  317

Other Standards and Regulatory Agencies  318

Professional Responsibilities and the Expert  318

Reconciling Conflicts  319

The Adversary-Advocacy Nature of Forensic Accounting  319

Making Good Decisions  320

Common Professional Responsibility Failures  322

Epilogue: Dock’s Creek Land Company, LLC v. T. R. Robertson, CPA  322

Key Terms  323  •  Chapter Questions  323  •  Multiple-Choice Questions  324  •   
Workplace Applications  324  •  Chapter Problems  325

	Chapter 11	 Fundamentals of Business Valuation  327

Introduction  327

How Much Is the Business Worth?  328

Valuation Theory (The Time Value of Money)  334

Business Valuation Process  339

Other Valuation Issues  346

Professional Standards  347

Concluding Truths  348

Key Terms  352  •  Chapter Questions  353  •  Multiple-Choice Questions  354  •   
Workplace Applications  357  •  Chapter Problems  358  •  Case  358

	Chapter 12	 Special Topics  363
12.1  Methods of Proof (Direct vs. Indirect)  363

Introduction  363

Direct Method of Proof  363

Indirect Method of Proof  365

Method of Proof Selection  370

Indirect Methods and the Courts  371

12.2  Economic Damages  371

Introduction  371

What Are Economic Damages?  372

A01_RUFU9372_01_GE_FM.indd   9 12/12/14   9:50 AM



# 149272   Cust: Pearson   Au: Hahn  Pg. No. 10 
Title: Forensic Accounting/ 1e     Server:                           

C/M/Y/K 
Short / Normal 

DESIGN SERVICES OF

S4carlisle
Publishing Services

Types of Compensatory Damages  374

Calculating Economic Damages  376

Concluding Comments  381

12.3  Computer Forensics  381

Introduction  381

Computer Forensics in Context  385

The Process of a Computer Forensics Investigation  386

Trends in Computer Forensics  389

A Final Caution  390

12.4  Reporting Results  390

Introduction  390

Judicial Mandate—Rule 26  391

Professional Guidelines  392

Tips for Effective Reports  395

Appendix 12-A  395

Key Terms  406  •  Chapter Questions  407  •  Multiple-Choice Questions  408  •   
Workplace Applications  410  •  Chapter Problems  413

Glindex (combined Glossary and Index)  415

Credits  432

10	 Contents

A01_RUFU9372_01_GE_FM.indd   10 12/12/14   9:50 AM


