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© P.D. Eye Forensics, LLC

 Relationship Between an Audit & Fraud

 Fraud Schemes and Examples

Warning Signs

 Detection Techniques

 Cash Disbursements

 Cash Receipts 
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Male 69% / $187,000
 Female 31% / $100,000

 <1 Year 8.2% / $  49,000
 1-5 Years 42.4% / $100,000
 6-10 Years 26.5% / $210,000
 10 Years + 22.9% / $250,000
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 31-35 15.6% / $100,000
 36-40 20.0% / $100,000
 41-45 19.4% / $250,000
 46-50 14.8% / $250,000
 51-55 8.2% / $280,000
 56-60 4.5% / $258,000
 > 60 2.5% / $630,000
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1. Overstate Assets and/or Revenues

2. Understate Liabilities and/or Expenses
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 Prepare a fictitious invoice for goods or services
not delivered

 Example: Record fictitious purchase of fixed
assets and sale of goods for same amount.
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Entry # Date Description Debit Credit
1 12/1/10 Fixed Assets 350,000

Cash 350,000
2 12/1/10 A/R 350,000

Sales 350,000
3 12/15/10 Cash 350,000

A/R 350,000

 The recording of revenue and/or expenses in
improper periods
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 Accounts receivable
 Booking fictitious accounts receivable
 Not writing off bad debt

 Inventory
 Failing to write down inventory (obsolete)
 Manipulating physical inventory count

 Fixed Assets
 Recording fictitious assets
 Misrepresenting value of fixed assets
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 Liabilities
 Failing to record liabilities on balance sheet

 Failure to disclose warranty costs & liabilities
 Liability omissions (i.e. loan covenants)
 Subsequent events
 Management fraud
 Related Party Transactions
 Accounting changes
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Working capital requirements
 Retained earnings & equity restrictions
 Stringent profit goals
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 Vertical

 Horizontal
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 Current ratio

 Quick ratio

 Receivable turnover

 Collection ratio

 Inventory turnover
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 Days inventory in stock

 Debt to equity ratio

 Gross margin

 Profit margin

 Asset turnover
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 Ghost employees

 Ghost vendors

 Fake sales and locations
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 Communicate via articles, presentations, year 
end engagements, etc.
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