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TThis is not a CPA firm

*Assurance, attest, and audit services provided by Carr, Riges & Ingram, L.L.C.

‘Carr, Riggs & Ingram" and "CRI" are the brand names under which Carr, Riggs & Ingram, L.L.C.* ('CRI CPA**), CRI Advisors, LLCT ("CRI Advisorst* or *Advisorsf*), and Capin Crouse, LLC* (*Capin Crouse CPA*"), and CRI Capin Crouse Advisors, LLCT (*Capin Crouse Advisorst*) provide professional services. CRI CPA®, Capin Crouse
CPA*, CRI Advisorst, Capin Crouse Advisars?, Carr, Riggs & Ingram Capital, LLC and their respective subsidiaries operate as an alternative practice structure in accordance with the AICPA Code of Professional Canduct and applicable law, regulations and professional standards. CRI CPA* and Capin Crouse CPA* are licensed
independent certified public accounting ("CPA") firms that separately provide attest services, as well as additional ancillary services, to their clients. CRI CPA* and Capin Crouse CPA* are independently-owned CPA firms that provide attestation services separate from one another. CRI Advisorst and Capin Crause Advisorst provide
tax and business consulting services to its clients. CRI Advisorst and its subsidiaries, including Capin Crouse Advisorst, are not licensed CPA firms and will not provide any attest services. The entities falling under the Carr, Riggs & Ingram or CRI brand are independently owned and are not responsible or liable for the services and/or
products provided, or engaged to be provided, by any other entity under the Carr, Riggs & Ingram or CRI brand. Our use of the terms *CRI," "we," "our," *us," and terms of similar import, denate the alternative practice structure conducted by CRI CPA*, Capin Crouse CPA*, Capin Crouse Advisarst, and CRI Advisorst, as appropriate
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Audit & Attest*

Tax
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Hospitals & Health Systems
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Physician Groups
Post-Acute Care
Private Foundations
Religious Organizations

integrated approach to your business, organization, or
family's financial well-being. The CRI Family of Companies
works collectively to parallel our clients’ evolving needs
beyond traditional accounting, cutting-edge business
support, technology solutions, outsourcing, and
assurance*. By working side-by-side, our expansive suite of
companies and their focused solutions provide more
personalized, holistic advice that checks every box.
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Governmental Fraud Statistics

How Fraud Affects Government Entities

23% 1% Other (N/A%)
Local l
($148,000)
47*
National
29"
State/provincial ($210,000)
($92,000)

*Dolor omounts are medion loss. Medion joss calculzdions for
categaries with fewer then fon coses wene omifted.

The most common fraud scheme
in government organizations is
corruption.

Over 50% of occupational fraud

in government organizations
occur at the
Local and State/provincial level

OCCUPATIONAL FRAUD SCHEMES IN

GOVERNMENT ORGANIZATIONS

corruption | ) 56%

siling ) 5%
Noncash [ ) 20%
Payroll -:)' 16%

Expense reimbursements m 15%
Cash larceny -D 12%
heck and payment tampering -:) 12%
skimming -:D 1%
Cash on hand -:) 8%
Register disbursements () 4%
Financial statement fraud O 3%
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Governmental Fraud Statistics

Controls and Effectiveness

Percent of cases Control in place Control not in place Percent reduction

Surprise audits 42% $75,000 $200,000 63%

| Management review | 72% $100,000 $250,000 60%

External audit of financial statements 84% $121,000 $250,000 52%

Hotline Nk $100,000 $200,000 50%

Fraud training for managers/executives 62% $100,000 $200,000 50%

Anti-fraud policy 60% $100,000 $200,000 50%

Proactive data monitoring/analysis 45% $100,000 $200,000 50%

Tips may be Fraud training for employees 63% $100,000 $187,000 a7%

the result Formal fraud risk assessments 48% £100,000 £187.000 A47%
from any

number of | internal audit department] 80% $120,000 $210,000 43%

controls Dedicated fraud department, function, or team 50% $109,000 $184,000 A41%

Code of conduct 85% $121,000 $200,000 40%

Management certification of financial statements 7% $120,000 £200,000 40%

External audit of internal controls over financial reporting 12% $119,000 $199,000 40%

Employee support programs 59% $101,000 $150,000 33%

Independent audit committee 68% $120,000 $165,000 27%

Rewards for whistleblowers 14% $110,000 $145,000 24%

Job rotation/mandatory vacation 23% $115,000 $150,000 23%

TOP 3 WAYS FRAUD IS DETECTED in government organizations:

For government organizations tips,

internal audit, and management review 44% ® 18%

lead the way in fraud detection. TP —|  INTERNAL AUDIT i MANAGEMENT REVIEW
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Governmental Fraud Statistics

How is the fraud concealed?

Created fraudulent physical documents

Altered physical documents

Created fraudulent electronic documents
or files

Altered electronic documents or files

Destroyed or withheld physical documents

Created fraudulent transactions in the
accounting system

Deleted or withheld electronic
documents or files

Altered transactions in the accounting
system

Deleted or omitted transactions in the
accounting system

No concealment method

Other

Created fraudulent journal entries

Forced or altered account reconciliations

Forced or altered account balances in
the accounting system

Altered journal entries

Deleted or omitted journal entries

I
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External Audits # Fraud Detection

The Misconception

Do Financial Statement Audits detect fraud?

Tip 43%

Internal audit _ 14%
Management review _ 13%
Document examination - 6%

Account reconciliation - 5% EXternaI AUdlts only
uncover 3% of
By accident - 5% .
B occupational fraud cases.
External aud I They are not investigative
Auts ted t tion/dat itori .
utomated transaction/data monitoring . 2% in nature-

Surveillance/monitoring l 2%
Other l 2%

Notification by l
law enforcement 2%

Confession I 1%
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Knowing The Difference

What is a Financial Statement Audit?

Provide independent assurance that financial statements are free of
material misstatement

Obtain reasonable independent assurance that internal controls over

Objectives i . . )
J financial reporting are effective

Issuing reports expressing opinions on whether financial statements are
presented fairly and internal controls are effective

RSBl Pornine | iekdwork | Auit vidence

Understanding
the Entity

Test Internal Supervisory Draft Audit

Controls Sufficiency and Review Report
Appropriateness
Risk Assessment

Substantive Evaluate Opinion on
Testing Sources of Misstatements Financial

Materiality Evidence

Thresholds Statements

Fraud Ensure
Considerations* Compliance Management

Audit Plan :
Presentation

*as it relates to financial reporting CARR. RIGGS & INGRAM® | CRIADV.COM



Knowing The Difference

What is a Forensic Investigation?

Deep-dive, objective-driven investigation of specific issues, such as
suspected fraud or legal disputes

Uncover, document, and provide support for legal or disciplinary action if

Objectives needed.

Provide reports detailing financial transaction, findings, and
recommendations to the client

Clarify
: Conduct : : :
Allegations or - Transaction Chronological Prepare Forensic

Concerns A Testing Timeline Report
Research

Define timelines, Forensic Data Document Include Exhibits
Secure and Analysis

transaction types Supporting and Workpapers
Preserve :
and departments Evidence Evidence
- Interviews Present and
Legal and Evaluate Intent | Provide Report to

confidentiality P;cae:n:rli):ta Communic.ation and Motive Management
considerations pering analysis
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Uncovering Fraud: Fraud Triangle

3
Elements
of Fraud

CARR, RIGGS & INGRAM® | CRIADV.COM | 9



Uncovering Fraud: Initial Steps

Understanding Background

e Operations e Department e “Wish” List

e Policies and e Industry e Public Records
Procedures e Leadership e Policies/Procedures

* Key Players e Events/Changes e Agreements

* Roles e Right to Audit Clauses e Bank Statements

e Agreements e General Ledgers

* Interviews e Financial Statements

e Audit Reports

e Purchase Orders
¢ |nvoices

e E-mails

CARR, RIGGS & INGRAM® | CRIADV.COM



Uncovering Fraud: Documentation

Organization

e Naming

e Structures

e Splitting

e Original Formats

Data

e Clean

e Structured
e Searchable
e Manipulable
e Verify

|dentify

e “Best” Evidence

Missing or New
Documents

Search Terms
External Data
Creativity

CARR, RIGGS & INGRAM® | CRIADV.COM | 11



Uncovering Fraud: Consider Risks

New or Unknown Vendors

e Vendor Payment Process

sy Contract Types/Amounts

= Sole Source/Vendor Dependence

sl TONe at the Top

mmed RFP Process

=] Policies and Procedures...P-Cards
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Uncovering Fraud: Non-Financial Information

e Emails

e Internet Archives/Social Media

e Former Employees/Spouses

e Calendars/Vacations

e Board Minutes/External Representations

CARR, RIGGS & INGRAM® | CRIADV.COM | 13



Uncovering Fraud: Red Flags

Fraud Indicators

Financial Difficulties/Lifestyle

Purposeful Lack of Oversight/Transparency

Manipulated Data/Documents

CARR, RIGGS & INGRAM®

CRIADV.COM | 14



Uncovering Fraud: Red Flags

RED FLAG BEHAVIOR

“You know | don't give a xxxx about money but when the
board only gave me 62% of my bonus on the year | did both
Jane's job and mine, Sally’s job, opened the new building
and made it thru COVID and the break in? Yeah that’s when
| decided to literally just do what | need to do and not give a
XXXX.”

CARR, RIGGS & INGRAM® | CRIADV.COM | 15



Uncovering Fraud: Red Flags

Construction Procurement

Estimate Requisition P.O. Invoice

Estimate Invoice

Date Date Date Date Vendor

Amount Amount

08/18/20 09/16/20 09/16/20 09/15/20 Company A $12,623.04 $12,623.04
09/10/20 N/A N/A N/A  CompanyB 13,819.26 N/A
09/10/20 N/A N/A N/A  CompanyC 13,768.50 N/A
09/15/20 12/11/20 12/14/20 11/19/20 Company A $ 19,805.05 $ 19,803.05
11/13/20 N/A N/A N/A  Company C 22,950.00 N/A
12/07/20 N/A N/A N/A  CompanyE 26,344.00 N/A
12/10/20 12/18/20 12/18/20 12/23/20 Company D $ 16,750.00 $ 14,750.00
12/16/20 N/A N/A N/A  Company A 22,412.35 N/A
12/16/20  N/A N/A N/A  Company C 25,305.75 N/A
01/25/21 02/09/21 02/09/21 02/10/21 Company A $ 18,192.50 $ 18,192.50
01/26/21 N/A N/A N/A  CompanyE 21,525.00 N/A
01/29/21 N/A N/A N/A  Company C 22,388.00 N/A
Total $ 65,368.59
RED FLAGS

Estimates procured after services rendered
Related company estimates

Sequential invoice numbers

Purchase order splitting

CARR, RIGGS & INGRAM® | CRIADV.COM | 16



Case Study: System Issues

wae Mid-Tiered Employee

Control of Grant Funds for Children

Utilized P-Cards

New Grant Funding
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Case Study: System Issues

s 1ransition to New P-Card System

wd  AcCcess to New Data

ma Lack of Understanding

s Management Review

CARR, RIGGS & INGRAM® | CRIADV.COM | 18



Case Study: System Issues

Explanations

Altered Version Unaltered Version

walmart =)< N M
a— Walmart > <

Save money. Live better.

07005
Bii 4, SBRRR-OICTR01 00
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FABRIC DYE 001776428680 !l ;;a 70 ONN. ROKU 06B113130B30 528B.00 O
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VOLLE 0026 2791 3!:“9 PS4 GAME DBS5613100822 33.88 O

S5 MLS PRO 002572545353 14.97 O

SUBTOTAL 1.088.37 VOLLEYBALL 002638827911 5B.97 O

SUBRTOTATL 1,088.37
ﬂﬂ'.o!lﬁ':. S 1,088.37

TEND 1.088.37




Case Study: Ozarks

Nonprofit Organization

Grant Funding Sources

COVID-19

Expansion of Duties

e //

THEIR LVAST RESORT. ,‘

Y

A NETFLIX ORIGINAL SERIES
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Case Study: Ozarks

e Secretary of State Registration

e|mmediate Change

e Bank Account Opening

e New Business Opening

e Ozark References
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Case Study: Ozarks

e Misdirecting Check Payments

e PayPal Funnel

e Misdirecting Wires/ACH

e Total Misdirected Funds

e Usage
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- Today’s Presenter -

Ben Kincaid, CPA, CFE, CFF, CVA
Partner
Destin, FL
850.837.3141
BKincaid@CRladv.com

4 |CRI:




	Follow the Money - Forensic Investigations in Action
	Follow the Money: �Forensic Investigations in Action
	CRI Firm Facts
	Governmental Fraud Statistics
	Governmental Fraud Statistics
	Governmental Fraud Statistics
	External Audits ≠ Fraud Detection
	Knowing The Difference
	Knowing The Difference
	Uncovering Fraud: Fraud Triangle
	Uncovering Fraud: Initial Steps
	Uncovering Fraud: Documentation
	Uncovering Fraud: Consider Risks
	Uncovering Fraud: Non-Financial Information
	Uncovering Fraud: Red Flags
	Uncovering Fraud: Red Flags
	Uncovering Fraud: Red Flags
	Case Study: System Issues
	Case Study: System Issues
	Case Study: System Issues
	Case Study: Ozarks
	Case Study: Ozarks
	Case Study: Ozarks
	- Today’s Presenter -


