Chapter 2

Critical Thinking Q&A

Why are manhole covers round?
Answer: Manhole covers are round because other shaped covers can be maneuvered to fall through the hole (e.g., try a square box)

Review Questions & Answers
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According to this chapter, what employment trends are expected for professionals in the fields of fraud examination and financial forensics? Why?

Answer: There is also a growing demand for forensic and litigation advisory services related to damages, divorce, valuations, construction delays, antitrust, lost wages, business interruption, intellectual property infringement, insurance claims, environmental issues, tax evasion, wrongful death, reconstruction, and litigation consulting, to name a few.

Another area is the increasing victimization of individuals targeted in fraud schemes (e.g., identity theft). While the most common victims of such fraud are the fraudster’s family and friends, international criminal organizations have developed identity theft and similar frauds into “big business.” Raising awareness of fraud prevention techniques and assisting in remediation procedures are crucial to effectively addressing this growing problem in our global society.

Consequently, the demand for students who have specialized qualifications in fraud and financial forensics has grown significantly and is likely to continue to grow. Many large firms have been seeking to recruit accounting students with some exposure to financial forensics. The need for competent staffing at the SEC, at PCAOB, and in private industry is outpacing the supply. Anticipated growth in the field is expected to be nearly 25 percent over the next ten years. 
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What employment opportunities currently exist for fraud examiners and financial forensics specialists?

Answer: Fraud examiners and financial forensic specialists work in accounting and professional service firms which provide fraud deterrence, detection, investigation and remediation services to a variety of organizations. In addition, internal audit, corporate compliance, security and internal investigation units all operate within public and private companies and utilize the skills of the fraud examiner and the financial forensic professional. Regulatory agencies, government and not-for-profit, and law enforcement agencies also hire specialists in these areas.
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What role do fraud examination and financial forensic skills have in the corporate governance area?

Answer: Corporate governance can play an important role in preventing and detecting financial statement and other types of fraud and corporate malfeasance. Fraud examiners and financial forensic professionals help to identify risks and understand how the organization’s internal controls might be exploited during fraud acts.  
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Which professional organizations support fraud examination and financial forensics professionals? What certifications do they offer?

Answer: 

Association of Certified Fraud Examiners (ACFE)

Certified Fraud Examiner (CFE)

American Institute of Certified Public Accountants (AICPA)

Accredited in Business Valuation (ABV)

Certified Information Technology Professional (CITP)

Certified in Financial Forensics (CFF)

Forensic CPA Society (FCPAS)

Forensic Certified Public Accountant (FCPA) 

Information Systems Audit and Control Association (ISACA)

Certified Information Systems Auditor (CISA)
Certified Information Security Manager (CISM)
Certified in the Governance of Enterprise IT (CGEIT)
Institute of Internal Auditors (IIA)

Certified Internal Auditor (CIA)

National Association of Certified Valuation Analysts (NACVA)

Certified Forensic Financial Analyst (CFFA)

Accredited Valuation Analyst (AVA)

Certified in Fraud Deterrence (CFD)

Certified Valuation Analyst (CVA)

Society of Financial Examiners (SOFE)

Accredited Financial Examiner 

Certified Financial Examiner 

Automated Examiner Specialist
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What international opportunities exist in fraud examination and financial forensics?

Answer: Chartered Accountant (CA), one equivalent of the CPA around the globe, is the title used by members of certain professional accountancy associations in the British Commonwealth countries and Ireland. 

The Association of Certified Fraud Examiners, which administers the certified fraud examiner (CFE) credential, has international activities in more than 120 countries around the world. 

Other international certifications related to the fraud examination and forensic accounting specializations include the following:

· AAFM - The American Academy of Financial Management offers 16 separate financial certifications recognized worldwide. 

· MFP - Master Financial Professional

· CWM - Chartered Wealth Manager

· CTEP - Chartered Trust and Estate Planner 

· CAM - Chartered Asset Manager

· RFS - Registered Financial Specialist in Financial Planning 

· CPM - Chartered Portfolio Manager

· RBA - Registered Business Analyst

· MFM - Master Financial Manager

· CMA - Chartered Market Analyst and FAD - Financial Analyst Designate

· CRA - Certified Risk Analyst and CRM - Certified in Risk Management 

· CVM - Certified Valuation Manager

· CCC - Certified Cost Controller offered in the Middle East, Europe, Asia and Africa 

· CCA - Certified Credit Analyst offered in Asia and Middle East Africa 

· CCA - Chartered Compliance Analyst

· CITA - Certified International Tax Analyst (for Lawyers or LLM holders) 

· CAMC - Certified Anti-Money Laundering Consultant (for Lawyers or LLM holders) 

· Ch.E. Chartered Economist - For PhDs and Double Masters Degree Holders. 

· CAPA - Certified Asset Protection Analyst
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Other than accounting, which disciplines do fraud examination and financial forensics encompass? 

Answer: In addition to accounting, fraud examination and financial forensics include finance, economics, law, psychology, sociology, criminology, information technology, business management, and communications.
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What is the role of research in the fraud examination and financial forensics professions?

Answer: Research drives professional innovation.  Practitioners in the field implement the products of research (concepts, ideas, theories and evidence) by applying, testing and refining theory and research findings in the “real world.”  Finally, educators create learning frameworks through which students benefit from the combined efforts of practice and research.  For fraud examination and forensic accounting to be a viable specialization over the long term, research opportunities and recognition are required to take the profession to the highest levels.

