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Teacher Resource 15.1
Answer Key: Doctored Financials
	Rosa’s Bicycle Rentals

	GENERAL JOURNAL

	
	
	
	
	Page 1

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT

	6/1/2013
	Cash
	 
	10,000.00
	 

	 
	     Capital - Rosa
	 
	 
	10,000.00

	 
	          Memo #1
	 
	 
	 

	6/1/2013
	Trash Expense 
	 
	80.00
	 

	 
	     Cash
	 
	 
	80.00

	 
	         Check 101
	 
	 
	 

	6/1/2013
	 Equipment
	 
	230.00
	 

	 
	     Accounts Payable - Helmet Shop
	 
	 
	230.00

	 
	         Helmet purchase invoice 16125
	 
	 
	 

	6/2/2013
	Maintenance Expense
	 
	330.00
	 

	 
	     Cash
	 
	 
	330.00

	 
	          Check 102
	 
	 
	 

	 
	no invoice found in source docs
	 
	 
	 

	6/5/2013
	Rent Expense
	 
	1,200.00
	 

	 
	     Cash
	 
	 
	1,200.00

	 
	          Check 103
	 
	 
	 

	6/8/2013
	Advertising Expense
	 
	440.00
	 

	 
	     Cash
	 
	 
	440.00

	 
	          Check 104
	 
	 
	 

	6/9/2013
	Gasoline Expense
	 
	100.00
	 

	 
	       Accounts Payable - Flexxon Gasoline
	 
	 
	100.00

	 
	          Invoice 1138
	 
	 
	 

	 
	no car necessary in bike rental shop - assume personal exp. - should be a withdrawal 

	6/10/2013
	Withdrawals - Rosa
	 
	1,000.00
	 

	 
	     Cash
	 
	 
	1,000.00

	 
	          Check 105
	 
	 
	

	6/11/2013
	Entertainment Expense
	 
	775.00
	 

	 
	     Cash
	 
	 
	775.00

	 
	          Check 106
	 
	 
	 

	 
	source doc will notate “daughter's birthday party” - should be a withdrawal

	6/12/2013
	Equipment
	 
	1,500.00
	 

	 
	    Accounts Payable - Rd Runner Bikes
	 
	 
	1,500.00

	 
	          Bike purchase invoice 1512
	 
	 
	 

	
	
	
	
	




	Rosa’s Bicycle Rentals

	GENERAL JOURNAL

	
	
	
	
	Page 2

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT

	6/13/2013
	Insurance Expense
	 
	500.00
	 

	 
	     Cash
	 
	 
	500.00

	 
	          Liability ins check 107
	 
	 
	 

	6/14/2013
	Cash
	 
	125.00
	 

	 
	     Interest Revenue
	 
	 
	125.00

	 
	          Interest on bank stmt 6/14/13
	 
	 
	 

	6/17/2013
	Maintenance Expense
	 
	325.00
	 

	 
	     Cash
	 
	 
	325.00

	 
	          Check 108
	 
	 
	 

	 
	source doc says it’s brother’s bike - check stub says “favor” and so should be a withdrawal

	6/20/2013
	Cash
	 
	3,000.00
	 

	 
	     Rental Revenue
	 
	 
	3,000.00

	 
	          Receipts for week (#1001–1007)
	 
	 
	 

	6/21/2013
	Trash Expense 
	 
	55.00
	 

	 
	     Accounts Payable - Waste  Pickup
	 
	 
	55.00

	 
	         Invoice 3033
	 
	 
	 

	 
	source doc says trash pickup was at “Tranquil Townhouses” - should be a withdrawal 

	6/25/2013
	Accounts Receivable - Hom
	 
	750.00
	 

	 
	       Rental Revenue
	 
	 
	750.00

	 
	          Invoice 125
	 
	 
	 

	6/25/2013
	Office Supplies 
	 
	215.00
	 

	 
	     Cash
	 
	 
	215.00

	 
	         Check 109
	 
	 
	 

	6/29/2013
	Rent Expense
	 
	1,100.00
	 

	 
	     Cash
	 
	 
	1,100.00

	 
	          Check 110
	 
	 
	 

	 
	source doc refers to townhouse rent - should be a withdrawal

	6/30/2013
	 Accounting Expense
	 
	150.00
	 

	 
	     Cash
	 
	 
	150.00

	 
	         Check 111
	 
	 
	 



 
	Rosa’s Bicycle Rentals

	GENERAL LEDGER

	
	
	
	
	
	
	

	ACCOUNT
	Cash
	ACCOUNT NO.
	101

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/1/2013
	 
	G1
	10,000.00
	 
	10,000.00
	 

	6/1/2013
	 
	G1
	 
	80.00
	9,920.00
	 

	6/2/2013
	 
	G1
	 
	330.00
	8,475.00
	 

	6/5/2013
	 
	G1
	 
	1,200.00
	8,720.00
	 

	6/8/2013
	 
	G1
	 
	440.00
	8,280.00
	 

	6/10/2013
	 
	G1
	 
	1,000.00
	7,280.00
	 

	6/11/2013
	 
	G1
	 
	775.00
	6,130.00
	 

	6/13/2013
	 
	G2
	 
	500.00
	6,780.00
	 

	6/14/2013
	 
	G2
	125.00
	 
	6,905.00
	 

	6/17/2013
	 
	G2
	 
	325.00
	5,805.00
	 

	6/20/2013
	 
	G2
	3,000.00
	 
	8,805.00
	 

	6/25/2013
	 
	G2
	 
	215.00
	8,260.00
	 

	6/29/2013
	 
	G2
	
	1,100.00
	7,160.00
	 

	6/30/2013
	 
	G2
	 
	150.00
	7,010.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Accounts Receivable - Hom
	ACCOUNT NO.
	110

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/25/2013
	 
	G2
	750.00
	 
	750.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Equipment
	ACCOUNT NO.
	120

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/1/2013
	 
	G1
	230.00
	 
	230.00
	 

	6/12/2013
	 
	G1
	1,500.00
	 
	1,730.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Office Supplies
	ACCOUNT NO.
	130

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/25/2013
	 
	G2
	215.00
	 
	215.00
	 

	
	
	
	
	
	
	




	ACCOUNT
	Accounts Payable - Helmet Shop
	ACCOUNT NO.
	201

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/1/2013
	 
	G1
	 
	230.00
	 
	230.00

	
	
	
	
	
	
	

	ACCOUNT
	Accounts Payable - Flexxon Gasoline
	ACCOUNT NO.
	205

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/9/2013
	 
	G1
	 
	100.00
	 
	100.00

	
	
	
	
	
	
	

	ACCOUNT
	Accounts Payable - Road Runner Bikes
	ACCOUNT NO.
	210

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/12/2013
	 
	G1
	 
	1,500.00
	 
	1,500.00

	
	
	
	
	
	
	

	ACCOUNT
	Accounts Payable - Waste  Pickup
	ACCOUNT NO.
	215

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/21/2013
	 
	G2
	 
	55.00
	 
	55.00

	
	
	
	
	
	
	

	ACCOUNT
	Capital - Rosa
	ACCOUNT NO.
	301

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/1/2013
	 
	G1
	 
	10,000.00
	 
	10,000.00

	
	
	
	
	
	
	

	ACCOUNT
	Withdrawals - Rosa
	ACCOUNT NO.
	305

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/10/2013
	 
	G1
	1,000.00
	 
	1,000.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Rental Revenue
	ACCOUNT NO.
	401

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/20/2013
	 
	G1
	 
	3,000.00
	 
	3,000.00

	6/25/2013
	 
	G2
	 
	750.00
	 
	3,750.00

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ACCOUNT
	Accounting Expense
	ACCOUNT NO.
	505

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/30/2013
	 
	G2
	150.00
	 
	150.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Advertising Expense
	ACCOUNT NO.
	510

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/8/2013
	 
	G1
	440.00
	 
	440.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Entertainment Expense
	ACCOUNT NO.
	511

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/11/2013
	 
	G1
	775.00
	 
	775.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Gasoline Expense
	ACCOUNT NO.
	512

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/9/2013
	 
	G1
	100.00
	 
	100.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Insurance Expense
	ACCOUNT NO.
	515

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/13/2013
	 
	G2
	500.00
	 
	500.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Maintenance Expense
	ACCOUNT NO.
	517

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/2/2013
	 
	G1
	330.00
	 
	330.00
	 

	6/17/2013
	 
	G2
	325.00
	 
	655.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Rent Expense
	ACCOUNT NO.
	520

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/5/2013
	 
	G1
	1,200.00
	 
	1,200.00
	 

	6/29/2013
	 
	G2
	1,100.00
	 
	2,300.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Trash Expense
	ACCOUNT NO.
	525

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/1/2013
	 
	G1
	80.00
	 
	80.00
	 

	6/21/2013
	 
	G2
	55.00
	 
	135.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Interest Revenue
	ACCOUNT NO.
	601

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	6/14/2013
	 
	G2
	 
	125.00
	 
	125.00




	Rosa’s Bicycle Rentals
	
	
	
	
	

	Trial Balance
	
	
	
	
	

	June 30, 2013
	
	
	
	
	

	 
	 
	 
	
	
	
	
	

	 
	Debits
	Credits
	
	
	
	
	

	Cash
	7,010.00
	 
	
	
	
	
	

	Accounts Receivable - Hom
	750.00
	 
	
	
	
	
	

	Equipment
	1,730.00
	 
	
	
	
	
	

	Office Supplies
	215.00
	 
	
	
	
	
	

	Accounts Payable - Helmet Shop
	 
	230.00
	
	
	
	
	

	Accounts Payable - Flexxon Gasoline
	 
	100.00
	
	
	
	
	

	Accounts Payable - Road Runner Bikes
	 
	1,500.00
	
	
	
	
	

	Accounts Payable - Waste Pickup
	 
	55.00
	
	
	
	
	

	Capital - Rosa
	 
	10,000.00
	
	
	
	
	

	Withdrawals - Rosa
	3,355.00
	 
	
	
	
	
	

	Rental Revenue
	 
	3,750.00
	
	
	
	
	

	Accounting Expense
	150.00
	 
	
	
	
	
	

	Advertising Expense
	440.00
	 
	
	
	
	
	

	Entertainment Expense
	0.00
	 
	
	
	
	
	

	Gasoline Expense
	0.00
	 
	
	
	
	
	

	Insurance Expense
	500.00
	 
	
	
	
	
	

	Maintenance Expense
	330.00
	 
	
	
	
	
	

	Rent Expense
	1,200.00
	 
	
	
	
	
	

	Trash Expense
	80.00
	 
	
	
	
	
	

	Interest Revenue
	 
	125.00
	Interest revenue should be credited, 

	     TOTAL
	15,760.00
	15,760.00
	 not debited
	
	
	
	




	Rosa’s Bicycle Rentals
	
	

	Income Statement
	correct title

	For the Month Ended June 30, 2013
	
	

	
	
	
	
	

	Revenue:
	 
	 
	
	

	     Rental Revenue
	 
	3,750.00
	
	

	Expenses:
	 
	 
	
	

	     Accounting Expense
	150.00
	 
	
	

	    Advertising Expense
	440.00
	 
	
	

	     Entertainment Expense
	0.00
	 
	personal
	

	     Gasoline Expense
	0.00
	 
	personal
	

	     Insurance Expense
	500.00
	 
	
	

	     Maintenance Expense
	330.00
	 
	business + personal

	     Rent Expense
	1,200.00
	 
	business + personal

	     Trash Expense
	80.00
	 
	business + personal

	     Total Operating Expenses
	 
	2,700.00
	
	

	Operating Profit
	 
	1,050.00
	correct amount

	Other Revenue:
	 
	 
	(Revenue - Expenses)

	     Interest Revenue
	 
	125.00
	
	

	Net Income
	 
	1,175.00
	correct amount
	




	Rosa’s Bicycle Rentals
	

	Statement of Changes in Owner’s Equity
	

	For the Month Ended June 30, 2013
	correct date

	
	
	
	

	Beginning Capital, June 1, 2013 
	 
	0.00
	

	Add: Investments by Owner
	 
	10,000.00
	

	         Net Income
	
	1,175.00
	

	  Subtotal
	 
	11,175.00
	

	Less: Withdrawals by Owner
	3,355.00
	 
	

	Total Decrease in Capital
	 
	3,355.00
	correct amount

	Ending Capital, June 30, 2013
	 
	7,820.00
	





	Rosa’s Bicycle Rentals
	
	

	Balance Sheet
	correct title

	June 30, 2013
	
	

	
	
	
	
	

	                        Assets
	 
	 
	
	

	 
	Debits
	Credits
	
	

	Cash
	7,010.00
	 
	correct amount

	Accounts Receivable - Hom
	750.00
	 
	
	

	Equipment
	1,730.00
	 
	
	

	Office Supplies
	215.00
	 
	
	

	     Total Assets
	 
	9,705.00
	correct amount
	

	                       Liabilities
	 
	 
	
	

	Accounts Payable - Helmet Shop
	230.00
	 
	
	

	Accounts Payable - Flexxon Gasoline
	100.00
	 
	
	

	Accounts Payable - Road Runner Bikes
	1,500.00
	 
	
	

	Accounts Payable - Waste  Pickup
	55.00
	 
	
	

	     Total Liabilities
	 
	1,885.00
	
	

	                       Owner’s Equity
	 
	 
	
	

	Capital - Rosa
	 
	7,820.00
	correct amount

	     Total Liabilities and Owner’s Equity
	 
	9,705.00
	correct amount
	


Teacher Resource 15.2
Answer Key: The Audit
Suggested controls may vary.
	Error Found
	Consequence of Error
	Suggested Control for Rosa
	Suggested Control for Larger Company

	Daughter’s birthday is a personal expense.
	GAAP rule of separate entities is broken.
Reduces taxable income and therefore taxes.
	CPA catches discrepancy. IRS needs documentation of legitimate business expenses.
	Segregation of duties—those who record don’t also pay bills.

	Brother’s bike maintenance is a personal expense since done as a favor (we don’t expect him to pay) for it).
	GAAP rule of separate entities is broken.
Reduces taxable income and therefore taxes.
	CPA catches discrepancy. IRS needs documentation of legitimate business expenses.
	Segregation of duties—those who record don’t also pay bills.

	Trash pickup at home is a personal expense.
	GAAP rule of separate entities is broken. 
Reduces taxable income and therefore taxes.
	CPA catches discrepancy. IRS needs documentation of legitimate business expenses.
	Segregation of duties—those who record don’t also pay bills.

	No receipt found for maintenance expense.
	Uncertain if this is a legitimate business expense—funds could be skimmed.
	CPA catches discrepancy. IRS needs documentation of legitimate business expenses.
	Don’t pay bills without necessary documentation.


	Gas expense is a personal expense for a bike co.
	GAAP rule of separate entities is broken.
Reduces taxable income and therefore taxes.
	CPA catches discrepancy. IRS needs documentation of legitimate business expenses.
	Segregation of duties—those who record don’t also pay bills.

	Townhouse rent is a personal expense.
	GAAP rule of separate entities is broken.
Reduces taxable income and therefore taxes.
	CPA catches discrepancy. IRS needs documentation of legitimate business expenses.
	Segregation of duties—those who record don’t also pay bills.

	Debit/credit imbalance on trial balance due to misappropriation of interest revenue.
	Trial balance doesn’t balance.
	Try using strategies when trial balance doesn’t equal (i.e., divide the difference by two and look for that amount).
	Internal audit—have another person review the completed statements.

	Expenses were added to rather than subtracted from revenue on the income statement.
	Operating income overstated.
Taxable income overstated.
Income taxes overstated.
	CPA catches discrepancy.
	Internal audit—have another person review the completed statements.

	Cash is overstated by $1,000.
	Assets are overstated.
	Compare ending cash balance on the balance sheet with the cash balance on the bank reconciliation.
	Internal audit—have another person review the completed statements.

	Capital is overstated by $1,000.
	Owner’s equity is overstated.
	Compare ending capital balance on the balance sheet with ending capital on the SCOE.
	Internal audit—have another person review the completed statements.

	Income statement is misnamed as the balance sheet.
	Red flag to potential investors/creditors.
	CPA catches discrepancy.
	Internal audit—have another person review the completed statements.

	Balance sheet is misnamed as the income statement.
	Red flag to potential investors/creditors.
	CPA catches discrepancy.
	Internal audit—have another person review the completed statements.

	Incorrect date entered on statement of changes in owner’s equity.
	Red flag to potential investors/creditors.
	CPA catches discrepancy.
	Internal audit—have another person check the completed statements.

	Money received held too long before depositing in bank.
	May be stolen, particularly when business is closed.
	Deposit cash receipts daily, make night deposits if after bank hours, keep money locked in safe at business.
	Segregation of duties—person depositing doesn’t also record.


Teacher Resource 15.3
Presentation Notes: Forensic Accounting
Before you show this presentation, use the text accompanying each slide to develop presentation notes. Writing the notes yourself enables you to approach the subject matter in a way that is comfortable to you and engaging for your students. Make this presentation as interactive as possible by stopping frequently to ask questions and encourage class discussion.  
	[image: C:\Users\Mika\Documents\Pearson\2014\May\7\Accounting_Lesson15_Presentation_ROOT_050514\Slide1.JPG]
In this presentation, you will learn what forensic accounting is and how it is different than other types of accounting. You will use what you learn to go over financial statements just as a forensic accountant would.

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\7\Accounting_Lesson15_Presentation_ROOT_050514\Slide2.JPG]
Forensic accountants are called in when there have been allegations of financial misconduct. They anticipate that their work may be used in court and so must produce audits at a very high standard. 
Forensic accountants don’t examine documents in the same way decision makers do. Forensic accountants figure out whether the financial statements presented are accurate to the extent that they are ready to state their case in a court of law. If they find no errors in the financial statements, they still make a detailed report about their examination. 
Forensic accountants are typically CPAs who specialize in engagements where there is a need for legal evidence.

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\7\Accounting_Lesson15_Presentation_ROOT_050514\Slide3.JPG]
Some public accountants specialize in forensic accounting—investigating crimes such as securities fraud and embezzlement, bankruptcies and contract disputes, and other complex and possibly criminal financial transactions, including money laundering by organized criminals. Specialties may include work in insurance claims, personal injury, construction, royalty audits, and fraud.
Forensic accountants utilize an understanding of business information and financial reporting systems, accounting and auditing standards and procedures, evidence-gathering and investigative techniques, and litigation processes and procedures to perform their work. 
Forensic accountants combine their knowledge of accounting and finance with law and investigative techniques to determine whether an activity is illegal. Many forensic accountants work closely with law enforcement personnel and lawyers during investigations and often appear as expert witnesses during trials. 

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\7\Accounting_Lesson15_Presentation_ROOT_050514\Slide4.JPG]
Auditors face mounds of papers to sort through, so they can only check some items in each journal entry and follow them through the ledger, the trial balance, and all the financial statements. It’s not necessary to check everything—a sampling based on the size of the business will provide the auditor with adequate evidence that the financial statements are free of material misstatement. 
Forensic accountants seek to provide a level of detail that will be sustainable under legal scrutiny and review. This approach is based on the fact that the court makes the ultimate decision about what the accounting facts are. Auditors typically use a somewhat random sampling procedure because they can’t look at everything. However, if a forensic accountant is called in, he or she would likely look at more detail than an auditor, focusing on the records specific to what’s believed to be the criminal activity. 

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\7\Accounting_Lesson15_Presentation_ROOT_050514\Slide5.JPG]
The main job of an auditor is verification of a company’s financial records to see if they present a true financial situation. Auditors study source documents to determine whether a company's records present its true financial situation. They check the company’s bookkeeping and accounting methods by analyzing its books and records. They compare the company’s books with the records of the banks, brokers, creditors, and others who deal with the company. They check the books of the departments within the company as well. 
Forensic accountants utilize accounting, auditing, and investigative skills when conducting an investigation. Equally critical is their ability to respond immediately and to communicate financial information clearly and concisely in a courtroom setting. 
Both types of audit require extreme accuracy and attention to detail.

	Presentation notes


Teacher Resource 15.4
[bookmark: _Toc197329388]Rubric: Audit Letter to a Real Estate Development Company Owner
Student Name:_____________________________________________ Date:_______________
	
	Exemplary
	Solid
	Developing
	Needs Attention

	Thesis Statement 


	The thesis statement is correctly placed, presents the topic of the piece, and clearly outlines the main points to be discussed.
	The thesis statement presents the topic of the piece and is correctly placed at the beginning of the essay.
	The thesis statement mentions some of the main points to be discussed but does not present the topic and may not be well placed at the beginning of the essay.
	The thesis statement does not present the topic, is not correctly placed, and does not outline what will be discussed.

	Content Organization/Flow
	Content is clearly organized, with a logical flow of connected ideas and effective transitions.
	Content is organized, and most ideas are well connected with effective transitions.
	Ideas are sound, but the content is not well organized and needs more effective transitions.
	Content is extremely disorganized. The transitions between ideas are unclear or 
nonexistent.

	Voice
	Choice of words is very effective and directly addresses the purpose of the letter and the audience. Consistent tone maintained throughout the letter.
	Choice of words is appropriate for the purpose and audience of the letter. Tone wavers a bit in parts of the letter.
	Choice of words is sometimes not appropriate for the purpose and audience of the letter. Tone wavers throughout the letter.
	Choice of words is quite inappropriate for the purpose and audience of the letter. Tone is chaotic throughout the letter.

	Focus
	Maintains complete topic focus throughout the piece.
	Maintains consistent topic focus throughout the piece.
	The piece has some lapses in topic focus.

	Serious lack of topic focus.

	Vocabulary 
	Exhibits skillful use of new accounting vocabulary that is precise and purposeful.
	Exhibits proficient use of accounting vocabulary that is purposeful.
	Exhibits minimal use of new accounting vocabulary, and new vocabulary is not precise.
	Lacks use of accounting vocabulary. Language is dull and tedious.

	Format
	Complies with all of the requirements for formatting a letter.
	Complies with most of the requirements for formatting a letter.
	Some of the formatting elements for a letter are missing or misplaced.
	Many of the formatting elements for a letter are missing or misplaced.

	Mechanics 
	No grammatical, spelling, or punctuation errors. All sentences are well constructed and vary in structure.
	Few grammatical, spelling, or punctuation errors. Most sentences are well constructed, with some variation in sentence structure.
	Some grammatical, spelling, or punctuation errors. Most sentences are well constructed, with little variation in sentence structure.
	Many grammatical, spelling, or punctuation errors. Most sentences are poorly constructed.


Additional Comments:
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________

Teacher Resource 15.5
Key Vocabulary: External Controls
	Term
	Definition

	audit/auditor
	An analysis of a company’s financial statements to verify their accuracy. Opinions may be favorable or unfavorable depending on the outcome. An internal auditor works for the company. An external auditor is hired from outside the company.

	forensic audit
	An external audit that is performed in response to allegations of wrongfully reporting financial results. Suitable for a court of law.
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A forensic accountant examines as much evidence as
required to make a case

e The sample of accounting
documents the forensic
accountant checks depends
on the size of the business.

« A forensic accountant
examines enough evidence
to ensure that the financial
statements are free from
material misstatement.

To what extent is it reasonable for a forensic
accountant to examine every third item in each journal
entry for a large company?
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A forensic auditor takes an audit one step farther
B

Audit

- Goal: Verifies a
company'’s financial
records

« Checks bookkeeping
and accounting
methods by analyzing
books and records

« Compares company'’s
books with records of
those who deal with the
company

Forensic Audit

Goal: Investigates
financial misconduct

Includes all aspects of an
audit plus investigative
skills

Adheres to legal
requirements for
evidence in a court of law

The findings are subject
to adversarial or judicial
scrutiny
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Forensic means suitable for a court of law
B

« Forensic accountants are used when there are
allegations of financial reporting misconduct. They often

give expert evidence at a trial.

- Because forensic accountants anticipate that their work
may be used in court, they must meet a very high
standard.

« Forensic accountants are sometimes called forensic
auditors or investigative auditors.

What other kinds of forensics do you know about in
addition to accounting?
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Forensic accountants investigate crimes
Forensic accountants are often involved in
the following:

- Investigating and analyzing financial
evidence

« Developing computer applications
used for analysis and presentation of
financial evidence

« Communicating their findings in the
form of reports, exhibits, and
collections of documents

« Testifying in court as expert
witnesses and preparing visual aids to
support trial evidence





