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RESERVATIONS: ONLINE AT 
WWW.AGANYCAP.ORG OR CONTACT 

REGISTRAR@AGANYCAP.ORG
NO-SHOWS WILL BE BILLED THE

FULL COST OF THE EVENT.

Volume 32, Number 2 November/December 2008

DECEMBER 10, 2008
21ST CENTURY FINANCIAL MANAGERS 

AUDIO CONFERENCE FROM 2:00 PM TO 
4:00 PM AT THE OFFICE OF THE STATE 

COMPTROLLER

NOVEMBER 24-25, 2008
FALL FRAUD CONFERENCE FROM 8:15 AM 

TO 4:30 PM AT THE HOLIDAY INN, 
205 WOLF ROAD, ALBANY, NY

NOVEMBER 12, 2008
SOFT INTERNAL CONTROLS AUDIO 

CONFERENCE FROM 2:00 PM TO 4:00 PM AT 
THE OFFICE OF THE STATE COMPTROLLER AND 

THE DEPARTMENT OF TRANSPORTATION

ACFEӚs 2008 Report to the Nation 
on Occupational Fraud

DECEMBER 11, 2008
HOLIDAY LUNCHEON FROM 12:00 PM TO 
2:00 PM AT WOLFERTӚS ROOST COUNTRY 

CLUB, VAN RENSSELAER BOULEVARD, ALBANY

The Associat ion of  Cert i f ied 
Fraud Examiners (ACFE) defines 
occupational fraud as òthe use 
of oneõs occupation for personal 
enrichment through the deliberate 
misuse or misapplication of the 
employing organizationõs resources 
or assets.ó In its 2008 Report to the 
Nation on Occupational Fraud and 
Abuse, the ACFE reported that U.S. 
organizations lose 7 percent of their 
annual revenues to fraud, which 
translates to about $994 billion in 
fraud losses nationwide.

The ACFE analyzed 959 occupational 
fraud cases that occurred between 
January 2006 and February 2008 and 
found that occupational frauds are 
more likely to be detected either by 
accident or by a tip from employees, 
customers or vendors rather than by 
audits, controls or any other means. 
However, lack of adequate internal 
controls was the most common factor 
that allowed fraud to occur, followed 
by lack of management review and 
override of existing controls.

The study reported that the most 
common fraud schemes were 
corruption and fraudulent billing 
schemes, but þnancial statement fraud 
was typically more costly. The typical 
fraud in the ACFE study lasted two 
years from the time it began until 
the time it was caught by the victim 
organization.

The study found that occupational 
frauds were often committed by 
persons in the accounting department. 
However, frauds committed by 
executives or upper management 
were particularly costly. Most victim 
organizations modified their anti-
fraud controls after discovering 
they had been defrauded, either by 
conducting management reviews 
of internal controls, doing surprise 
audits or providing fraud training to 
managers and employees.

How can you recognize a fraudster? 
Most fraudsters in the study were 
þrst-time offenders, but ACFE offers 
some telltale signs: most are in their 
40s, with men outnumbering women 
two to one; most have worked for 
more than þve years at the company; 
dishonest employees often start 
living beyond their means; they often 
experience financial difficulties at 
the time of the fraud; and they may 
also refuse to go on vacation (a time 
when their replacement could get a 
look at their transactions). In þnancial 
statement fraud cases, excessive 
organizational pressure to perform 
was a particularly strong warning 
sign.

Since personal þnancial stress is a 
breeding ground for fraud, companies 
should be aware that 2009 could be 
another banner year for fraud. In this 
economic climate, says ACFE, thereõs 
a temptation.
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During the last few months we have experienced some of the most extraordinary 
economic events of our time. Weõve seen the housing market come to a halt, 
the largest bank failure in history and the unemployment rate is on the rise. 
This is truly a global crisis. We all have tough times ahead but the New York 
Capital Chapter is here to help.

Our Chapter offers outstanding educational programs with a low cost per CPE. 
We are continuing to offer our members the AGA National audio conferences 
for free. For all ten audio conferences thereõs 20 CPEs available. The three part 
Government Finance Series was developed this year to cover different aspects 
such as government accounting, fraud and GAAP reporting. Each part of the 
series costs $35 for members with 3 CPEs. For all three days of training the cost 
would be $105 and 9 CPEs a great value for outstanding speakers and topics. 
At the end of November brings our annual fraud conference. Hereõs another 
great event for two days, the cost of $225 and 16 CPEs. Plus donõt forget the 
notorious three-day event in March known as TCTC. All of these events were 
planned for our members to offer excellent topics with a low cost. For those 
members who are looking to have their seminars reimbursed and are in the 
Public Employee Federation (PEF), the VAULT program is a great resource. 
Here is the link with all of the information as well as the forms that need to 
be submitted. If you havenõt already viewed the site, I encourage everyone to 
take a look at it. http://www.goer.state.ny.us/train/pst/tuition/index.html.

During October and November we have helped the community and those less 
fortunate. On October 18, 2008, AGA and KPMG worked together to serve 
over 200 lunches at the St John/St Annõs Welcome Table. AGA members 
helped to set up, prepare some of the food items, and serve the meal to 
Albanyõs South End residents for a few hours. On November 1, 2008, we 
participated with the Capital District Community Gardens (CDCG). This 
event is new to AGA but the organization has been around since 1975. The 
CDCG manages 48 cooperative neighborhood gardens in the Capital District. 
They organize street tree plantings and work with local municipalities and 
nonproþt organizations to implement urban greening projects. AGA members 
volunteered a few hours to prepare a Schenectady garden for winter. Also at 
the end of November during the fraud conference weõll be conducting a rafÿe 
to beneþt the Regional Food Bank of Northeastern New York. I encourage 
everyone to participate in helping someone during the upcoming months.

Finally on December 11, 2008, we will celebrate the holidays with ACFE, IIA 
and ISACA. This year our presenter will be Bobby Derrick, MBA, CGFM. 
Bobby is a past National President of AGA and is retired after 35 years from 
working with the Defense Finance Accounting Service in Indianapolis. Bobby 
has great enthusiasm and his luncheon presentation will be on òInvest in Your 
Future.ó If you havenõt already registered please do so by logging on to our 
award winning website www.aganycap.org. I look forward to seeing you at 
one of our events in the coming weeks. 
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Why Audits Fail
by David R. Hancox, CGFM, CIA
(from the AGA Weblog, October 3, 2008)

T h e  a u d i t i n g 
profession faces 
serious challenges 
that all of us in 
the accountability 
profession must 
confront and help 
solve.

In March 2003, the Department of 
Interiorõs inspector general audited 
the Minerals Management Serviceõs 
(MMS) audit ofþces and discovered 
an organization challenged by both 
management and control issues. MMS 
auditors were responsible for monitoring 
the annual collection of $6 billion in 
royalties and fees for minerals produced 
from federal and Indian lands. In 2008, 
The IG found pervasive misconduct 
at one of the program ofþces. Nearly 
one-third of the 55-person audit staff 
accepted gifts and gratuities from oil 
industry ofþcials with whom they did 
business.

On September 14, 2008, Lehman 
Brothers þled for bankruptcy protection. 
It was the largest company failure in 
historyñfar exceeding WorldComõs, 
the previous largest business failure. As 
of Nov. 30, 2007 though, the auditors 
were saying everything is þneñLehman 
got a clean opinion on internal controls 
and on their consolidated financial 
positionñdespite the requirements 
of SAS 59 that auditors consider 
an entityõs ability to continue as an 
ongoing concern.

Repeatedly, auditors have failed to þnd 
the signiþcant problems in organizations. 
According to the SEC, HealthSouth 
Corp., one of the nationõs largest health 
care providers, overstated its earnings 
by at least $1.4 billion. As reported 
in the Wall Street Journal, Michael 

Vines, a bookkeeper in HealthSouthõs 
accounting department, tried to alert 
outside auditors and others to the 
questionable practices in his accounting 
department, but his concerns fell on 
deaf ears.

Why arenõt we listening?

We havenõt been listening for years. 
In the famous Equity Funding fraud 
uncovered in 1973, the auditors didnõt 
detect 64,000 phony transactions with a 
face value of $2 billion, $25 million in 
counterfeit bonds, and $100 million in 
missing assets. What does this say about 
the competence of the auditors or of the 
credibility of the audit profession?

Iõm convinced the auditing profession 
needs to rethink the way it does business 
if it is going to þnd the problems that 
exist in organizations and meet the 
needs of its stakeholders. Several 
challenges need our attention.

Auditor Independence

Most auditors argue that they are 
independent, but often that independence 
is impaired by a variety of factors that 
limit the ability to òcall it like it is.ó 

The decision to maintain a client 
because of the revenue the clientõs 
business can generate represents a 
subtle, but pervasive potential conÿict 
of interest. It is a threat to auditor 
independence that afÿicts all too many 
public accounting þrms. It is a conÿict 
inherent in the system we use to hire 
auditors. 

Our independence also is affected 
when we allow management to sit in 
on interviews of agency staff or when 
we allow agency management to pull 

existing records from the þles without 
the auditors being present. I have heard 
from auditors who say they are required 
to allow management extended time 
periods to pull records needed for the 
audit. When this happens, the auditors 
might as well pack up their bags and 
go home. Such a situation allows 
management to cull the records, add 
data that didnõt exist, clear out data that 
is harmful, and generally sanitize the 
information going to the auditors. 

Assessing Internal Controls

Auditors are very good at assessing 
control activitiesñthe policies, 
procedures and segregation of duties 
that exist. They are reluctant to assess 
the control environmentñincluding 
criticizing managementõs attitude, 
philosophy, operating style and 
competence when necessary. Yet, most 
major frauds can be traced to the lack 
of a good control environmentñnot 
the lack of control activities. When 
management overrides the system of 
control, organizations can fail.

Although the nature of NASAõs Columbia 
disaster and the WorldCom scandal 
were quite different, the root cause of 
eachñthe control environmentñwas 
remarkably similar. These events 
werenõt caused by the lack of policies, 
procedures or segregation of duties. The 
failures resulted from a ÿawed control 
environment where management chose 
a certain course of action, including 
overriding otherwise effective policies 
and procedures.

Auditorsõ Ethics

The auditorsõ ethics are just as important 
as the ethics of management. We should 
be above reproach. In an audit the 
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New York State Comptrollerõs Ofþce 
conducted of an $11 million fraud in 
a school district on Long Island, the 
partner of the CPA firm doing the 
þnancial statement audit was caught 
altering agency records to cover up a 
major scandal. He was trying to protect 
his reputation because he had been 
issuing a clean opinion on the þnancial 
statements. 

When nearly one-third of the staff in the 
Minerals Management Serviceõs audit 
offices accepted gifts and gratuities 
from oil industry ofþcials with whom 
they did business, there is a serious 
problem that affects the credibility of all 
of us in the accountability profession.

Verifying Transactions

We should never forget the basics of 
our profession. As we become more 
technologically proþcient, it is easy 
to think of assets in terms of bits and 
bytes on a computer. Failing to verify 
the existence of an asset has been at 
the heart of many frauds that auditors 
missed.

In the Equity Funding case, auditors 
missed the ongoing fraud because 
they did not follow the basics of 
auditing. Beyond analytical reviews 
and examining documentation, a 
fundamental tenet of auditing is to 
verify the existence of the asset. If the 
auditors missed 64,000 phony insurance 

policies, $25 million in counterfeit 
bonds, and $100 million in missing 
assets, they simply werenõt doing their 
jobs. In todayõs environment with 
color copiers, color printers, scanners 
and access to corporate logos on the 
Internet, it is even easier to manufacture 
documents.

David R. Hancox, CGFM, CIA, is 
director of State Audits in the New 
York State Comptrollerõs Office and 
on the faculty of Siena College. He is 
the co-author of two books on auditing 
and is a past president of AGAõs New 
York Capital Chapter, a Regional Vice 
President and a member AGAõs Financial 
Management Standards Board and its 
Emerging Issues Committee.

The Chapter Recognition Program (CRP) is a noncompetitive program recognizing a chapterõs performance to AGAõs 
mission. The objective of the CRP is to support, encourage and promote the accomplishments of each of the chapters. The 
CRP year begins on June 1st and concludes on May 31st with program credits tracked on a quarterly basis. The þrst quarter 
report of 2008 reÿects the months of May, June, July, August and September. This þrst quarter report covers an additional 
two months to reÿect the conversion of the Chapter Recognition Program to a new year end of May 31st instead of June 
30th. This new date coincides more closely with local chaptersõ membership and recognition year end. Each of the sections 
has individual goals for that speciþc program area with a maximum amount of credits. Chapters are allowed to earn credits 
in excess of the maximum amount.

After the completion of the CRP year, Chapter Presidents are recognized with a plaque at the Professional Development 
Conference. There are four designations in which chapters are able to be recognized.
Å A Bronze Chapter Designation is presented to a chapter who attains between 12,000 and 14,500 credits for the year.
Å A Silver Chapter Designation is presented to a chapter who attains between 14,501 and 17,000 credits for the year.
Å A Gold Chapter Designation is a presented to a chapter who attains between 17,001 and 19,500 credits for the year.
Å A Platinum Chapter Designation is presented to a chapter who attains between 19,501 and 22,000 credits for the year.

The New York Capital Chapter has had the fortune of receiving the Platinum Chapter Designation for six years in a row. All 
of the hard work from our ofþcers, directors and membership has paid off. At the end of the þrst quarter, we have exceeded 
the Platinum Chapter Designation and are on our way to passing last yearõs points total of 47,925.

The þrst quarter is presented below as of September 30, 2008.

Chapter Recognition Program First Quarter Results 
by Ann Marsh, Chapter President Elect

Section Credits Earned
Chapter Leadership 2,725
Education 2,350
Certiþcation 2,450
Communications 3,129
Membership 900
Early Career and Student Members 450
Community Service 1,900
Awards 11,750
     Total 25,654
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Ernest Almonte, auditor general of the State of Rhode Island, 
became chairman of the American Institute of Certiþed Public 
Accountants. He is the þrst government ofþcial to serve in 
this volunteer position since the organizationõs founding in 
1887. His term is one year.

As chair, Almonte stands at the helm of the nationõs largest 
body of CPAs. He assumed the post at the fall meeting of the 
AICPA governing Council.

òWhen I think about whatõs happening in Washington,  and on 
Wall Street and Main Street, I am deeply concerned,ó he said 
in his inaugural speech. òI call on CPAs across the country, 
in business, in accounting þrms, and in government, to bring 
their usual integrity and discipline to help guide this country 
back into prosperity. As a CPA in government, I have seen 
how an action we took saved our city or our state millions 
of dollars. The actions of the individual matter, and CPAs 
collectively can make a difference.ó 

Almonte offered his viewpoints on leadership and the 
professionõs role in society.

òThe þrst part of exercising leadership is to be open to shifting 
perspectives,ó he said. òWe need to challenge ourselves to 
consider perspectives other than our own. And we need 
to challenge ourselves about our own accountability. We 
can ask ourselves hard, probing questions. Are we having 
a positive impact? Do we deliver what we promise? How 
do our actions inspire trust in us as individuals and in the 
profession as a whole?ó

Looking to the Future

Almonte addressed the need to attract more young people 
into the profession, to make them aware of the richness of a 
career in accounting.

òThe number of accounting degrees being awarded is at an 
all time high,ó he said. òYet there continues to be a serious 
shortage of CPAs. We each have to be responsible for 
recruitment. If each person in this room brought þve new 
people into the CPA profession, weõd be several good steps 
forward in addressing the stafþng shortage.ó

Almonte announced the establishment of the AICPA 
Leadership Academy to groom members between 25 and 35 
to become stewards of the profession, serving on Institute 
committees and acting as mentors. 

Almonte has served as Rhode Island auditor general since 
1994. He is responsible for auditing the stateõs $7 billion 
State Comprehensive Annual Financial Report and $3 billion 
Federal Single Audit. He manages a staff of 46 and has nearly 
30 yearsõ experience in the accounting profession.

In addition to being a CPA, he is a Certiþed Government 
Financial Manager and holds both the Certiþed Information 
Technology Professional and Certiþed in Financial Forensics 
credentials from the AICPA. He was appointed by the 
Secretary of Defense as the State of Rhode Island Chairman 
of the Employer Support of the Guard and Reserve and 
by the Comptroller General of the United States to the 
Government Auditing Standards Committee. This year, 
the U.S. Department of Defense named him to its þrst 
department-wide audit committee.

Almonte holds a bachelor of science in business administration 
and a master of science in taxation from Bryant University.

He is a graduate of the Senior Executives in State and Local 
Government at the John F. Kennedy School of Government 
at Harvard University. He is past president of the National 
State Auditors Association and the Rhode Island Society of 
CPAs.

Almonte is the recipient of many professional awards. In 
2008, Accounting Today named him one of the 100 Most 
Inÿuential People in the profession.

Mr. Almonte will be a Keynote Speaker at The Conference 
That Counts 2009 in March.  Donõt miss this event.

Ernest Almonte, Rhode Island Auditor General, Elected 
Chairman of the AICPA 
First Government Ofþcial to Lead CPA Profession
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As Americans, we have been brought up to 
believe that we are all born equally. That 
conception, however, is not really true. For 
example, not all of us look like Brad Pitt, and 
most of us do not have the physical prowess of 
Michael Phelps. Very few of us are as smart as 
Marie Curie, or as artistically talented as Claude 
Monet. I think you get the drift.
 

However, we are all indeed equal in one way. All of us, from 
President Bush to Comrade Putinñincluding Joe the Plumber, 
have the same 24 hours. How we spend these 24 hours each 
day largely determines our quality of life, and the degree of 
success we have in achieving our personal goals. Many people 
go through life òdoing timeó instead of òmaking time.ó Often 
we meet people who tell us that they cannot wait to retire, or 
that they truly dislike their job, personnel or boss.

They put up with their situation because they do not have enough 
resources or years to retire, get promoted or do something more 
interesting. They wait in this process; they waste their lives. Time 
is a non-renewable resource that once consumed, is gone forever. 
Most people have very little appreciation of how precious time 
is. I never get mad or angry with people who waste money, but I 
have very little patience for people who squander time. The key 
to achieving personal success and a high quality of life is to use 
time wisely and not to allow others to waste your time.
 
In considering the importance of time, how much time does 
one need to serve as National President of AGA? A lot more 
than most people realize. During the last six weeks (September-
October), I have spent more than 40 hours on AGA matters, 
including two out-of-town trips to Trenton, NJ, and Seattle, 
WA, an all-day NEC meeting, and various other meetings and 
conference calls. In addition to that, the e-mail, informal phone 
calls, etc. add up. As you know, the AGA National Presidentõs 
position is a volunteer position. Unlike the National Ofþce Staff, 
elected AGA ofþcers do not receive compensation other than 
AGA ofþcial business travel reimbursement. Meanwhile, many 
of us have very demanding day jobs.

Serving in an elected AGA national or local position requires 
a lot of commitment and sacriþce. I am very honored to have 
the opportunity to serve, and I want to take this opportunity 
to thank all those who went before me (especially Past 
National Presidents and NEC members) for their sacriþce and 
contribution. Until one has walked a mile in their shoes, one has 
no idea how challenging the journey can be.

Talking about those who have served, there seems to be an 
AGA tradition that the role, responsibilities and authority of the 
elected National President of AGA is subject to interpretation 
by different ofþce holders. Some past (or future) National 

From the National President
by Samuel T. Mok, CGFM, CIA, CICA

Presidents placed great emphasis in visiting each local chapter 
and tried to be present at as many local or national events as 
possible. Others tried to focus on the òbig pictureó and be very 
selective in visiting chapters. Some National Presidents are very 
hands on in National Ofþce affairs while others left the day-to-
day to the national staff.

After several months in ofþce, I þnd that there is room for 
improvement in this area and there are opportunities to provide 
more focused structure and process to how the National President 
meets the expectation and responsibilities of his/her ofþce. While 
there are the bylaws and certain existing policies in this area, I 
also think that the interest of AGA can be better served if there 
is a more deþned check and balance mechanism in this area 
as well as higher degree of transparency on how the National 
President conduct his/her AGA business and his/her professional 
relationship with the national executive staff. I am working 
with the NEC, the national executive staff as well as some past 
national ofþcers to provide enhancements in these areas. I will 
keep you informed as we make progress. 
 
I also want to give you an update on three important projects. 

The NEC asked the Finance and Budget Committee to assess 
the adequacy of the internal control process and documentation 
within the AGA National Ofþce. The FBC reported to me 
that they had completed a project scope and time line on this 
requirement. They have earned ògreenó on progress!
 
The Nominating Committee is in place and will be ready to 
review the National President-Elect Designate candidates once 
the nomination process is closed. So I give the Nominating 
Committee a ògreenó on progress.
 
The NEC approved the purchase of a small block of radio 
time (Washington D.C. station 1500 AM) for AGA to promote 
òþnancial management and accountability transition issuesó 
for the new administration. Our executive director negotiated 
an excellent agreement with the radio station and we plan to 
broadcast the þrst segment in November. These segments will be 
owned by AGA and will be available on the website for use by 
the chapters. I give the executive director a ògreenó on progress 
on this project. I will also ask two to three AGA subject matter 
experts to serve as the informal editorial advisors to assist us 
with òprogramming content.ó
 
The National Leadership Conference will 
take place in February 19ð20 in Washington 
D.C. Please sign up early and support the 
conference. Thank you.
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According to the Association of Certiþed Fraud Examiners, the 
average organization loses 6 percent of revenue, or $9 per day 
per employee, to fraud, theft and abuse. Think about how many 
dollars in sales it takes to recoup that. So why donõt we realize 
the magnitude of these losses? They are scattered all over the 
þnancial statements. For example, if you catch someone cheating 
on his or her expense report, you probably say, òDonõt do that 
againó and let the stolen money stay in T&E (the thief is your 
top sales person and it is only a $58 ôlunchõ that never happened). 
Inventory thefts end up in Cost of Goods Sold.

So if you really want to do something about fraud losses, create 
an account called STOLEN MONEY and put all such amounts 
in the account. When management sees how much is in the 
account they will do something about the problem. Be sure to 
include all of the personal expenses the owners run through the 
company. Because you might very well get þred, not many CPAs 
have the courage to properly classify such personal expenses 
as tax fraud. What will you do when the company owner or 
executive director says, òItõs my company. I can do whatever I 
wantó? You have to make the decision whether or not you are 
an ethical CPA.

Itõs Okay, the Boss Is Doing It

Some employees feel justified in taking advantage of a 
company. Why? Times are tough. The monthly mortgage 
payment has dramatically increased; your employee cannot 
make the payments, and does not want to lose the house. So 
she starts ôborrowingõ just enough to make the house payment, 
promising herself she will pay it back. When no one notices 
the money is missing (can you say poor internal controls?), the 
employee realizes she does not have to pay the money back. Of 
course, the employee is not legally ôborrowingõ the money. It 
is always stealing, but the psychological rationalization often 
changes to òI work hard. The company owes me this.ó So the 
employee switches from òIõll pay it backó to òI donõt have to 
pay it back.ó

One of the things I see over and over is an employee who steals 
the company blind. The company owner, who runs personal 
expenses through the company, is dumb founded at what the 
employee did. òJoyce worked here for 17 years. I treated her 
like family. Then she steals from me!ó Where do you think 
òJoyceó learned it was okay to steal? For more on how honest 
people talk themselves into stealing and otherwise do you 
wrong, watch accounts payable supervisor TeriLyn Norwood 
explain why she ôborrowedõ $18,000 from employers at www.
TheProsAndTheCons.com and click VIDEOS on the home 
page.

Are Immaterial Amounts Ever Material?
by Gary D. Zeune, CPA, Current Accounts

Immaterial = Material

So when is an immaterial amount material? In Statement on 
Auditing Standards No. 107 (one of the SASs in the new Risk 
Assessment Standards), Financial Accounting Standards Board 
Statement of Financial Accounting Concepts No. 2, Qualitative 
Characteristics of Accounting Information, deþnes materiality 
as òthe magnitude of an omission or misstatement of accounting 
information that, in the light of surrounding circumstances, 
makes it probable that the judgment of a reasonable person 
relying on the information would have been changed or 
inÿuenced [bold added] by the omission or misstatement.ó

Note there is NO percentage or dollar amount in the deþnition. 
Materiality is in the ôeye of the beholder.õ In other words, if the 
user of the þnancial statements would have made a different 
decision, then the missing or incorrect information was material. 
For example, if a client has a bank loan covenant requiring $1 
million of income to automatically renew the loan, and the 
client changes the calculation of bad debt expense increasing 
the bottom line from $980,000 to $1,011,000, the $31,000 
change in bad debt expense is material. Why? The $31,000 is 
material to the bank loan ofþcer, who, absent the ôadjustment,õ 
would not have automatically renewed the loan. In other words, 
an immaterial amount is material if it accomplishes a material 
event.

Another fundamental ÿaw in the profession is thinking we can 
wait until an amount is material to do something. Think about 
this. By the time an amount becomes material, and it is in the 
þnancial statements, the auditors will almost always get sued. 
Why? Many times the ôproblemõ was on the passed adjustment 
list, and nothing was done.

The biggest issue is ôrationalization.õ For example, when faced 
with a ôroad block,õ bosses and clients often say òCanõt you 
call it something elseó or òCanõt you treat it like it is something 
else?ó Do NOT succumb to the pressure.

Immaterial but NOT legal

You are a CPA. Your ultimate duty is neither to the client, nor 
to your boss. Your ultimate duty is to the user of the þnancial 
statements and to do the right thing. That means not letting 
the little immaterial amounts slide that are clearly illegal. Just 
because an amount is immaterial for þnancial reporting does 
NOT mean it is legally okay. If you are an auditor, do not 
put the $5000 of the clientõs vacation expenses on the passed 
adjustments list. The $5000 is an illegal deduction for tax 
purposes. If you are the controller, do not write the check to 
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reimburse your boss. Stand your ground and 1099 it, or set up a 
receivable. Do something to properly account for it. Think about 
this, how are you an ethical CPA if you let a client cheat on a 
tax return, or if you work someplace where management/owners 
cheat on the tax return?

Being a CPA requires you to be independent and objective. 
Another fundamental ÿaw in the profession is that the client 
pays for the work. You cannot be truly objective when you 
have a vested interest in the outcome. Do you think you are 
objective? I bet you think you are a better than average driver. 
Thatõs okay. More than 90 percent do. Arenõt your kids smarter 
than average? Of course they are. Even though independence 
is required by our Professional Code of Conduct, as long as the 
client pays for your work, either as an employee or client, it will 
always be nearly impossible to be truly independent. Until the 
profession tackles this problem, small, but illegal, amounts will 
end up on the passed adjustments list and controllers will write 
checks to reimburse illegal expenses. As noted above, illegal 
amounts by deþnition are material. If you allow the illegal 
amounts, there is no discussion as to whether or not you are an 
ethical CPA. We only have to talk about how much you will 
allow before drawing a line in the sand. It does not have to be 
an illegal amount. It can be anything that results in the þnancial 

statements not being ôgood enoughõ for a reader to make an 
informed decision: manipulating an estimate, overly optimistic 
revenue projection, competitive pressures or regulatory changes 
that threaten a business.

Andrew Carr Conway, Jr. CPA, FCPA, CFE, CFI, chief þnancial 
ofþcer, Axion Power Battery Manufacturing Inc., New Castle, 
Penn, suggests two guiding principles:

1. Decide what you will do when presented with an ethical 
dilemma before you start a job or accept an engagement. It is 
far easier and better to resolve to do right at that time rather 
than when you are in the heat of the moment and must make a 
snap judgment.

2. Would I want my decision printed in The Congressional 
Record? If your decision would not withstand that scrutiny, 
revise your thinking.

After all, when you let the little stuff go, you are compromising 
your ethics. Once the compromising starts, where do you draw 
the line? To steal someone elseõs thought: Ethics is what you do 
when no one is watching.

Even in the current economy, certain skill 
sets remain difþcult to þnd, according 
to the 2009 Salary Guides from Robert 
Half International. The recently released 
guides point to modest overall salary 
increases for accounting, information 
technology (IT), and administrative roles, 
but highlight specialized expertise that can 
enhance a professionalõs marketability. 
This includes account reconciliation 
and credit/collections experience for 
accountants and web development skills 
for IT professionals. 

òCompanies highly value employees who 
can identify cost efþciencies, develop 
long-range business strategies, and 
maximize the use of technology,ó said 
Max Messmer, chairman and CEO of 
Robert Half International. òAdding to 
the competition for those with specialized 
skills is a growing reluctance on the part 
of many professionals to leave secure 
employment situations in an unpredictable 
economy. This has made it a challenge 
for hiring managers to attract these 
workers.ó 

2009 Hiring Outlook: Accounting and 
Finance 

Overall, the 2009 research forecasts a 
salary increase of 3.4 percent for þnance 
and accounting staff. Companies are 
showing the most interest in professionals 
who can help their firms reduce 
inefþciencies and enhance proþtability. 
Those who are familiar with International 
Financial Reporting Standards (IFRS) 
also are marketable. 

Following are three in-demand þnance 
and accounting positions: 
Å Staff and senior accountants ð 

Companies are hiring accountants 
to oversee core duties such as 
maintaining the general ledger, 
performing account analysis and 
reconciliation, correcting journal 
entries, and performing the monthly 
close. Demand is strong for CPAs 
with at least three years of experience. 
Starting salaries for staff accountants 
at large companies (more than $250 
million in sales) who have one 
to three years of experience, for 
example, are projected to range from 
$44,500 to $57,250.

Å Public  accountants  ð Public 
accounting þrms continue to look 
for highly skilled professionals to 
help clients address fundamental 
accounting, tax and audit issues. 
Firms seek experienced accountants 
who can help offset an anticipated 
acceleration in baby boomer 
retirements in coming years. Starting 
salaries for senior accountants in tax 
services at small public accounting 
þrms (less than $25 million in sales) 
are forecast to range from $54,000 to 
$69,250.

Å Credit and collections specialists 
ð The current credit crunch has made 
companies even more cognizant of 
the critical role of the credit and 
collections functions in managing 
credit risk and collecting from 
delinquent accounts. Organizations 
are hiring professionals who can help 
reduce inefþciencies and enhance 
proþtability. Credit and collections 
clerks at midsize companies ($25 
million to $250 million in sales) are 
expected to see starting salaries of 
$29,250 to $37,500.

2009 Salary Guide Shows Accounting, Finance Salaries Remain Strong
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The latest technologies and gadgets make it incredibly easy 
for your data to be stolen from right under your nose, unless 
you take steps to protect it. Nick Lowe, from Check Point 
Software, reports. 

The ability to move massive amounts of information 
between PCs and portable storage devices means that itõs 
now incredibly easy for conþdential data to be taken from 
companies without knowledge or consent. 

The perpetrators of such crimes are rarely stereotypical 
hackers, attacking systems via the internet from their maþa 
headquarters or their student dorms. Instead, the data thieves 
are frequently much closer to home. Unescorted visitors, for 
example, or temporary staff who have joined the organization 
purely to copy data and hand it over to a competitor. Or, as 
is becoming increasingly common, unhappy staff who are 
about to resign but think itõs a good idea to þrst take copies 
of anything which might be useful in their new job. And 
lastly, innocent employees who simply donõt follow security 
policy, copy work þles to take home and lose the unprotected 
storage device. 

Unguarded USB ports on todayõs PCs are perhaps the biggest 
threat to corporate IT security. USB memory sticks can 
typically store up to a gigabyte of data, but an MP3 player, 
smartphone or PDA can be just as effective for the data thief 
as they can all be quickly connected to any PC via a USB 
cable without the need for any driver software to be installed 
(and therefore, without the need for the thief to be logged in 
as an administrator). 

A few drags and drops, and the deed is done in a few seconds. 
Where the amount of data to be stolen is beyond the capacity 
of an iPod or PDA, external USB drives comprising half a 
terabyte of storage are now available on the high street for 
less than a hundred pounds. 

USB devices arenõt the only way in which information can 
be stolen electronically, of course. Most mobile phones 
nowadays include a camera, which can be used to quickly 
make an electronic copy of a printed page. 

Pocket OCR wands and portable scanners offer similar 
facilities to the opportunistic data thief who stumbles across 
a conþdential printed document. Or he could simply make 
a photocopy of a document and put it in the post. However, 
using any of these methods to steal large quantities of data is 

simply not practical because of the time required. Controlling 
the use of USB devices is of far greater importance. 

While the disgruntled employee is a prime suspect in many 
data thefts, actions by former employees should also be 
considered in your data protection plans. Do all of your 
usersõ accounts and passwords get deleted as soon as the 
person leaves the company or changes department? Failure 
to delete such information isnõt just dangerous, but might also 
mean that you fall foul of the Data Protection Act by storing 
personal information that you do not need to retain. 

To reduce the problem of data leakage in your company there 
are three effective strategies. First, ensure that you have a 
policy which clearly states who is allowed to take data off-
site, and how the data must be protected when itõs away from 
your premises. 

Second, ensure that data doesnõt leave the building without 
your knowledge. Finally, ensure that data which needs to be 
removed from the building is protected so that it canõt fall 
into the wrong hands. 

To control which data þles leave your premises in the þrst 
place, set up user accounts on servers and workstations so 
that employees canõt access information which they have 
no need to see. Those in sales and marketing, for example, 
probably donõt need access to the product development 
departmentõs þles on the server, so set the access permissions 
accordingly. 

Over-use of rules and regulations can lead to low morale, 
however, if the workforce feels that it clearly canõt be 
trusted. Beware of becoming seen as Big Brother. It wonõt 
drive the data thieves away, but simply make them more 
determined. 

Itõs also well worth investing in a port control product such 
as my companyõs Pointsec Protector, which can automatically 
block USB devices from being connected to your systems 
without authorization. The software also includes transparent 
encryption, so that information copied to USB devices is 
automatically rendered inaccessible to thieves. 

Normally you will want to prevent conþdential þles leaving 
your premises, but this wonõt always be the case. Sometimes, 
allowing staff to take þles away is necessary and beneþcial. 
Salespeople need access to product information when theyõre 

How to Protect Data - A Quick Reference
from AccountingWEB.com
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Going Viral
by Ellen Perlman, Governing Com

away from the ofþce, and marketing people often prepare 
PowerPoint presentations for delivery at conferences and 
seminars. Staff need to take work home at the weekend if 
theyõre particularly busy, and preventing them from doing 
so will deprive the company of some useful effort (not to 
mention all that unpaid overtime). 

Itõs absolutely vital that you protect information which is 
taken off the premises. If a sales managerõs laptop is stolen 
from the boot of her car, you need to be sure that the customer 
information on its hard disk canõt be accessed by the thief. 
If your marketing managerõs PDA goes missing while heõs 
at a conference, can you be conþdent that the document 

containing details of next yearõs product launches wonõt be 
accessible to whoever buys the stolen hardware?
 
The solution to this problem is encrypting data. There are 
many products on the market, but ensure that the solution you 
choose is proven, transparent and automatic, eliminating user 
interaction and creating a fully enforceable solution that holds 
up to the most stringent compliance requirements. Deploying 
an encryption solution will improve the level of trust and 
loyalty of clients and employees who recognise that every 
effort is being made to protect their sensitive data and ensure 
that a lost or stolen device never results in a data breach. 

The video a state or locality puts up on 
YouTube doesnõt have to be wacky, but 
it helps.

The voices of the jingle singers are off-key 
and the words donõt rhyme, which is part 
of what makes the energy-saving YouTube 
video from Arlington County, Virginia, so 
amusing. A òProfessor Farr,ó wearing goofy 
safety glasses and oversized blue-and-white 
gloves, appears in the 45-second video 
called òShower,ó and tells people how to 
save water, money and the environment by 
using a low-ÿow shower head.

The video programming is part of the 
Arlington Initiative to Reduce Emissions, or 
AIRE, aimed at increasing energy savings. 
òLetõs go visit Pete in the shower,ó the 
professor says as the camera follows him 
out of his lab. òDonõt be alarmed, Pete,ó 
he says, to the sound of a scream and the 
appearance of a man in a shower cap holding 
a back brush. As of early May, some 700 
people had watched the silly video with its 
serious message.

Arlington is one of several governments 
posting videos to the popular site, using 
the medium to educate and inform residents 
ñ sometimes with straightforward, serious 
videos and other times with a bit of zaniness. 
The idea is that the often wacky and 
entertaining YouTube style will appeal to 
digital-generation residents. òYou ignore the 
new media at your peril,ó says Diana Sun, 
an Arlington County spokeswoman.

Videos also can help explain complicated 
topics, giving people a chance to absorb the 

lessons at a convenient time and at their own 
pace. But the key question is: Are people 
any more likely to watch video clips with 
government news and information than read 
press releases online?

Marin County, California, hopes so. 
òVideo is more engaging,ó says Matt 
Bronson, principal analyst in the county 
administratorõs office. The county sees 
YouTube videos as a way to reach across 
both generational lines and government 
jurisdictions. But there remains the issue of 
getting people to watch them. Marin, which 
posted a YouTube video on solar initiatives 
and then one on disaster preparedness, has 
received few hits so far because it has not 
done much to promote them. Arlington 
County has had more success on this front. 
It gets out the word through a listserv of 
several thousand subscribers and an e-
newsletter with 9,000 subscribers.

Signing up with YouTube, and producing 
and posting videos, is relatively simple. 
Marin County contracts with a video 
specialist to produce and post its videos. 
The Virginia governorõs ofþce uses its own 
staff to þlm news conferences. YouTube 
normally limits the length of posted clips, 
but governments with their own YouTube 
channels are allowed to stream longer 
videos. A channel also lets them keep those 
videos together on their own playlist.

Still, videotaping dry-as-toast public service 
announcements ñ or the governorõs entire 
news conference ñ is unlikely to go òviraló 
and draw millions of viewers in the same 
way that òBattle at Krugeró (30 million 

views) or òEvolution of Danceó (84 million 
hits) have. Diana Sun feels fortunate to have 
reached a viewership in the thousands for 
some of Arlingtonõs 120 videos, and the 
governorõs ofþce in Virginia was thrilled 
about 200 visitors to a video of a town hall 
meeting. Other popular Arlington videos, 
so far, have been ones on pet adoptions, the 
Marine Corps Marathon and the demolition 
of an apartment building. Popular in this 
case means 1,000 to 2,500 viewers.

Videos on government services donõt 
quite have the intrigue, spectacle or humor 
that draws viewers to most YouTube 
entries. But a touch of drama can help. 
When Michigan was sinking in a budget 
morass, Governor Jennifer Granholm was 
þlmed having a desk-side chat about the 
possibility of a government shutdown for 
all nonessential workers. It got 16,500 
views ñ many of them were probably state 
government workers wondering about their 
essentialness.

YouTube videos are not just for getting the 
government message out. They also can be 
used for getting information back. After two 
bank robberies in Arlington, news shows 
broadcast surveillance camera videos of the 
suspects. The videos went up on YouTube as 
well, giving viewers a chance to study the 
robbersõ faces and report back leads.

Government YouTube enthusiasts see the 
potential for more widespread viewing of 
clips ñ one that gets beyond the constituent 
audience. Bronson suggests that some day 
enough governments will be using YouTube to 
share video information with one another.
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States Face New Budget Shortfalls
by Richard Fausset and Nicholas Riccardi, Los Angeles Times

Economists worry that shriveling tax revenues may signal 
the onset of a historic þscal crisis for state governments. 
Pared-down spending plans crafted just months ago may 
have been just the start.

The moribund economy is drying up tax revenues more 
dramatically than expected, forcing 22 states, including 
California, to confront growing budget gaps. Some states 
have already eliminated jobs and services -- and more cuts 
are likely.

The new shortfalls -- totaling at least $11.2 billion -- come 
just months after numerous states enacted belt-tightening 
measures while writing their yearly budgets. Ofþcials also 
adjusted their revenue projections downward to account for 
the slowing economy. But in many cases, the actual revenue 
for the þrst quarter of the þscal year, which began July 1, has 
proven to be even lower.

The gaps òwill almost certainly widenó as tax revenues 
continue to disappoint, according to the Center on Budget 
and Policy Priorities, a Washington think tank that compiled 
the state data in a report this month.

Economists and other observers fear the numbers may signal 
the onset of a historic þscal crisis for state governments.

òStates have been confronted with bad economic circumstances 
in the past, but never so many states, all at once,ó said William 
T. Pound, executive director of the National Conference of 
State Legislatures.
The revenue pools are shrinking for a number of reasons: 
Rising layoffs are cutting into payroll taxes. The credit crisis 
and housing slump are affecting taxes levied on real estate 
deals. Sales taxes are shrinking as shoppers worried about 
the economy stay home.

Every state in the union but Vermont legally requires a 
balanced budget. So state governments have begun cutting.

In Utah, Gov. Jon Huntsman Jr. called the Legislature back 
for a special session last month to slash $270 million with 
an across-the-board 3% budget cut. Virginia Gov. Tim 
Kaine this month disclosed a sudden $900-million budget 
gap and announced 500 layoffs, the suspension of 2% raises 
for state workers and a hiring freeze. Georgia, faced with a 
$2-billion shortfall, is contemplating cuts of up to 10% at 
state agencies. Lawmakers are also discussing eliminating 
funding for the stateõs Music Hall of Fame in Macon. When 

legislatures convene in January, they will have to consider 
even harsher reductions, warned Donald J. Boyd, a senior 
fellow at the Rockefeller Institute of Government in New 
York, who tracks state budgets.

òWhat states have done so far -- still generally mild -- pales 
in comparison to what they will do,ó he said.

The pain will probably spread beyond the warrens of 
state bureaucracy as laid-off state workers and curtailed 
government spending help fuel a vicious economic cycle. 
The Center on Budget and Policy Priorities -- which typically 
takes a liberal view on policy issues -- notes that as the 
economy declines, residents require more services from their 
state government, not fewer.

The only alternative to cutting services -- a tax increase -- has 
proven unpopular in a number of states, including California 
and Florida. As a result, said Florida Democratic state Rep. 
Ron Saunders, òweõre doing what families are having to do. 
Most people I know donõt have the same discretionary income 
they had last year, so theyõre facing difþcult decisions.ó

Some of the most dire problems are emerging in states such 
as California and Florida, where the housing collapse has 
been the most pronounced.

California lawmakers, who faced a $15.2-billion deþcit going 
into the þscal year, argued over the budget for months. In 
the þnal draft, state services took a big hit: Medi-Cal was 
temporarily cut by 10%, and the education budget was set 
at $3 billion less than last year.

The bad news continues to mount. Last month, the stateõs 
revenue fell about $1 billion short of projections. Gov. Arnold 
Schwarzenegger and legislative leaders have been meeting 
weekly to discuss the problem and are considering calling 
lawmakers to a special session. In Florida, lawmakers faced 
a similar challenge as they wrote their yearly budget. The 
plan they devised was nearly $6 billion smaller than the year 
before. It resulted in 200 net job losses, tuition increases, cuts 
to nursing homes and the shuttering of 13 driver licensing 
ofþces.

Now the Legislature is scrambling to patch a new $795-
million gap. Lawmakers may face yet another multibillion-
dollar shortfall when they sit down to craft a budget for the 
þscal year starting in 2009. Declining revenue is just part of 
the problem in Florida: Education costs are soaring because 
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of the passage of a 2002 class-size-reduction ballot initiative, 
and rising enrollment and healthcare costs are bloating the 
Medicaid program.

Budget woes engulfed more than 40states beginning in 2001, 
a result of the dot-com crash. At the time, economists said it 
was the biggest þscal crisis for states since World War II.

òIf you look at some of the basics of the economy -- 
unemployment, the stock market decline, the decline in 
consumer spending -- there is some reason to fear this crisis 
will be worse,ó said Nicholas Johnson, an analyst with the 
Center on Budget and Policy Priorities.

Local governments, in particular, may get hammered 
harder this time around. In 2001, Johnson said, cities and 
municipalities, ÿush with cash from high property tax rolls, 
were able to pick up the cost of services that states had 
abandoned. But that will be more difþcult now because 
declining home values have dragged down property tax 
revenues.

States have generally been conservative with their spending 
priorities since the last downturn, even as the housing boom 
swelled their coffers. Johnson noted that states, taken as a 
whole, set aside record reserves: At the end of the 2007 þscal 
year, their total reserves of about $69 billion equaled about 
10.5% of their combined budgets.

In Washington last week, House Democrats addressed the 
issue, saying they would consider giving aid to struggling 

states as part of a $150-billion economic stimulus package. 
Illinois Sen. Barack Obama, the Democratic nominee for 
president, has also proposed a multibillion-dollar aid package 
for state and local governments. Republican John McCainõs 
campaign did not respond to multiple inquiries about their 
candidateõs plans to help states.

The reversal of fortunes has been dizzying for states such as 
Arizona. Only two years ago, the state was sitting on a $1.5-
billion surplus, but the housing collapse sent the economy 
into a tailspin. When Gov. Janet Napolitano signed the budget 
this summer, it was already tightened to close a $1-billion 
deþcit. The state drained its reserve funds, took $18 million 
that was to be used for maintenance at small airports and 
instituted a hiring freeze.

But the þnancial situation has worsened in the last couple of 
months, and Arizona faces an additional deþcit of as much 
as $800 million.

Napolitano earlier this month said that all expenditures over 
$50,000 would be reevaluated in light of the worsening 
þnancial picture. Ofþcials warned that reductions in services 
may be inevitable. And they donõt know when the bad times 
will end.

Historically, fast-growing Arizona has been among the 
þrst states to recover from a recession, said the governorõs 
spokeswoman, Jeanine LõEcuyer. òBut weõre in a whole new 
ballgame now,ó she said.

Texas Hold-em Tournament Certiþcation Panel

October Professional Certiþcation Panel presenters Thomas 
Goodfellow, James Davidson, Jonathan Deeb, and Sigrid 
Coons.

Danielle Rancey and Ian Quinn prepare to rake in the chips 
at the  Texas Hold-em Tournament at the Chapterõs October 
Kick-off event.
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Topic: Fall Fraud Seminar
Presenters: Steven M. DeGroff
 Suzanne M. Dugan, JD
 Michael R. Fratangelo, MBA, CPA
 Dennis F. Dycus, CFE, CGFM, CPA
 Paul E. Zikmund, MBA, CFE
Dates: Monday and Tuesday, November 24-25, 2008
Location: Holiday Inn
 205 Wolf Rd.
 Colonie, NY
Time: 8:15 a.m. ð 4:30 p.m. each day
CPEõs: 8 or 16 credit hours
Description: This two-day seminar features several prominent leaders and shakers covering a variety of ethics, fraud, 

investigation, and auditing topics.
Seminar Cost: One day: $125 for AGA, IIA, ACFE members; $225 for others

 Two days: $225 for AGA, IIA, ACFE members; $325 for others
 ($25 discount if payment is received before November 12, 2008)

CPE Field: Auditing/Accounting; NYS License Number: 000329

AGA, ACFE, IIA Fall Fraud Seminar
Monday and Tuesday, November 24-25, 2008

Monday, November 24, 2008

Walkinõ, Talkinõ, Lookinõ, and Listeninõ (or, Things Most of Us Donõt Do Very Well) 
We all must do much more than òTick and Turn,ó following that work program (which is the same one we used last year). Too 
often we ask the client questions and dutifully record their answer in our working papers without really asking ourself, òDoes the 
answer make sense?ó We donõt go out among the people and talk to them. After all, if a problem exists within an organization, 
who is the most likely to know about it?é. The employees! Look around. By observation, conþrm (or disprove) some of 
managementõs assertions (after all, they will tell you what you want to hear)! This session illustrates the many things an auditor 
can accomplish by simply Walkinõ, Talkinõ, Lookinõ, and Listeninõ, not to mention saving a great amount of time as a result of 
gathering information during the process. 

Some of My Favorite Frauds and How They Occurred
Fraud is non-discriminatory. It doesnõt matter what sex you are, where you work, how much money you make, whether youõre 
married or have children, how long you have been on the job, your position in the organization or whether you go to church on 
Sunday. It just doesnõt matter! Given the right circumstances, anyone will commit fraud. This presentation discusses a number of 
different types of frauds committed by basically honest individuals from different walks in life who found themselves in position 
with a need and an opportunity. Once they were able to rationalize their actions, they stole.

Presenter:  Dennis F. Dycus, CFE, CGFM, CPA, is the Director of the Division of Municipal Audit for the Ofþce of the Comptroller 
of the Treasury, State of Tennessee. The Division is responsible for the annual audit of all municipalities, utility districts, school 
activity and cafeteria funds, housing authorities, certain not-for-proþt organizations and other quasi-governmental entities in 
the State of Tennessee. In addition, the Divisionõs staff conducts numerous audits for fraud, waste and abuse each year. From the 
beginning of his career with a national accounting þrm, through the last 34 years of involvement with the audits of all forms of 
governmental entities, he brings a wealth of practical experience to his presentations. Mr. Dycus is a frequent guest speaker/lecturer 
for various college business/accounting classes, professional associations, local, state and national conferences and not-for-proþt 
organizations. He has held various leadership roles in numerous professional organizations.

Ethics in the Workplace
Comptroller Thomas P. DiNapoli designated ethics as the agencyõs top priority when he was selected in February 2007 to restore 
integrity to the agency following a scandal that led his predecessor to resign. Hear about the robust systems which have been 
implemented to avoid conÿicts of interest and enhance a culture of ethics through collaborations among the Inspector General, 
Counsel for Investigations, the Audit Divisions and the Special Counsel for Ethics. Also, in 2007, the Public Employees Ethics 
Reform Act substantially revised the State Ethics Law and created a new Commission to interpret and enforce those laws. This 
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session will discuss some of the signiþcant changes which have occurred in this area, including gifts, nepotism and political 
activities.

Presenter: Suzanne M. Dugan, JD, is Special Counsel for Ethics for the Ofþce of the State Comptroller. She organizes and 
oversees a vigorous and dynamic ethics program for the 2,500 employees in the Ofþce of the State Comptroller. Ms. Dugan 
provides guidance on all aspects of ethics laws, rules and regulations deriving from the Public Ofþcers Law, the Executive Law, 
the Comptrollerõs Executive Orders, the Ofþceõs policies and procedures, and other relevant sources. Previously, Ms. Dugan was 
the Acting Executive Director and Counsel to the New York State Ethics Commission where she served as an attorney for 14 years. 
She is a frequent lecturer at conferences and forums on government ethics.

Discovering and Examining Potential Fraud ð Federal Auditor Style 
In this session, you will learn how federal auditors discover and examine potential fraud during their audits of government funded 
programs... and get results. They will explain the important provisions of the Government Auditing Standards (The Yellow 
Book) and how to use them to your advantage. Through speciþc case studies, you will learn how the presenters performed audits 
which led to administrative sanctions, contract and grant terminations, civil action and criminal prosecutions. They will give you 
practical, common sense òtools for your tool boxó so that you can get results from your audits and give taxpayers justice for the 
misuse of their money. 

Presenters: Stephen M. DeGroff is an auditor with the Ofþce of Inspector General for the United States Department of Health and 
Human Services, in Albany, New York. Mr. DeGroff has been with the agency since 2001 and has audited many areas, including 
public health programs, bio-terrorism preparedness, hazardous materials transportation, various family aid programs, grant 
awards, and government contracts. Instances of fraud have been discovered and examined during many of these audits, leading 
to successful civil actions and criminal prosecutions. Previously, Mr. DeGroff was an internal auditor at FleetBoston Financial 
(now Bank of America). 
Michael R. Fratangelo, MBA, CPA, is a Federal auditor with the Ofþce of Inspector General (OIG) for the United States Department 
of Health and Human Services in Albany, New York. Mr. Fratangelo has been with the agency since 1997 and has audited many 
areas, including medical providers, non-proþt organizations, grant awardees, State agencies, and other Federal government 
agencies. During many of these audits, instances of fraud have been examined leading to the recovery of improperly claimed 
Federal funding, the termination of Federal funding, and employee termination. Mr. Fratangelo has earned several Inspectors 
General exceptional achievement awards for major contributions toward OIG goals and objectives. Prior to working for the OIG, 
Mr. Fratangelo was a staff accountant at two CPA þrms and a Medicare Cost Report Auditor at Empire Blue Cross.

Tuesday, November 25, 2008

From Predication to Conviction - Fraud Investigation & Detection Skills for Auditors
The presentation will cover the fundamentals of fraud examination. Attendees are expected to develop an understanding of the 
following concepts: elements of fraud, nature of why people commit fraud, fraud detection and prevention, writing comprehensive 
fraud reports, þnancial statement fraud, asset misappropriation schemes and interviewing skills. The presenter will provide attendees 
with a comprehensive approach to fraud investigation. There will be case materials to enhance understanding of applications of 
analytical procedures, evidence management, þnancial analysis and related investigative techniques. Also, the presenter will 
illustrate speciþc skill-set needs to facilitate fraud investigation. The session will be a full day of training consisting of case 
studies, lectures on various topics relating to fraud and forensic accounting, group breakout sessions and facilitated discussions 
pertaining to the topic of fraud.

Presenter:  Paul E. Zikmund, MBA, CFE, serves as Principal, Litigation Support Services at Amper, Politziner, & Mattia, 
LLP, in Philadelphia, PA. He is responsible for providing fraud investigation, detection and prevention services to clients. He 
has nearly 20 years of experience in this þeld and has effectively managed global fraud and forensic teams at various Fortune 
500 companies. Mr. Zikmund, who is a Certiþed Fraud Examiner and Certiþed Forensic Financial Analyst, works with clients to 
detect and investigate instances of fraud. He also conducts fraud risk assessments and fraud awareness training to help clients 
detect and deter fraud within their organizations. His public and private sector experience includes the investigation of complex 
þnancial frauds, conducting forensic audit engagements, and providing litigation support for a variety of industries. Previously, 
Mr. Zikmund was a Principal, Fraud and Forensic Services at SolomonEdwardsGroup, LLC and a Senior Manager of Enterprise 
Risk Services with Deloitte and Touche, LLP. Prior to that, he served in a variety of in-house fraud and forensic investigative 
roles with Tyco International (US), Inc., The Dow Chemical Company, Nortel Networks, and Union Carbide Corporation. He 
began his career as a Municipal Police Ofþcer, and then a State Trooper and Special Agent with the Attorney Generalõs Ofþce 
in the Commonwealth of Pennsylvania. 


