


By Ellen Sterling Barohn

In a world where crime has become high-tech and
specialized, a new breed of detectives is thriving.
They are forensic accounts and they look at

financial information in a way traditional account-
ants do not.

John F. McHugh, a Manhattan attorney special-
izing in commercial litigation, recalls a time when
the term “forensic accounting” was unknown.

“I was in the U.S. Attorney’s office before the
computer era. If someone was suspected of tax fraud
or other financial wrongdoing, a ‘fraud audit’ was
done. That was, essentially, a comparison between
the suspect’s lifestyle and his or her reported income.
Today, things are much more complicated.”

The Journal of Forensic Accounting describes
the specialty as “…the application of a specialized

body of knowledge to economic transaction
analysis and reporting, suitable to the purpose of
establishing accountability and/or valuation, often
in a court of law or administrative proceeding.”

The specialized training and certification
necessary for forensic accountants is provided by
national organizations, groups that are used by the
FBI to train their specialists.

Mark Warshavsky is a certified public account-
ant, certified fraud examiner, certified valuation
analyst, certified forensic financial analyst, and
partner in charge of business valuations and
litigation support group at Gettry Marcus Stern &
Lehrer, an accounting firm with offices in Woodbury
and Manhattan. He says, “Forensic accountants are
called into matrimonial suits to look at pensions; to

banks to look at non-performing loans; and into
shareholder disputes or ‘business divorces’ where
one party gets locked out and we find the money and
find the true value of the business for the person
who wants to be bought out.”

He describes forensic accountants as “the
Columbos of the accounting world. We uncover hid-
den assets and trace unreported income. To do the
work, you must have good accounting and audit
skills, along with inquisitiveness and an ability to
think quickly on your feet. Like a police detective
trying to solve a crime, we don’t necessarily always
know what we will be coming up against or what
questions we will ask in advance. ”

Most fraud, Warshavsky notes, “starts out small,
either by intention or oversight, and no one catches
the error. The person who does it often says, ‘I’ll give
it back next week.’ But, then, they have something
coming up for which they need money and it
grows from there.”

He speaks of a “fraud triangle,” the three factors
that are present when someone commits the crime.
“First, the individual usually has some financial
pressure. Next, there is a perceived opportunity —
most often the person is in a supervisory position.
And, finally, the individual’s integrity comes
into play.”

As a forensic accountant, Warshavsky often
works for attorneys and law enforcement agencies.
He can give expert testimony in court and notes that,
“when an attorney hires us, what we find is protect-
ed by attorney-client privilege.”

One attorney who has worked with a forensic
accountant is Suzanne V. Shane, a partner in the
Riverhead firm of Twomey, Latham, Shea & Kelley,
who specializes in transactional work and commer-
cial litigation. She says, “I’ve used forensic account-
ing in the context of litigation. Most recently, and
most frequently, it is used in the context of share-
holder litigation.

“For example,” she continues, “I represented a
minority shareholder who was making allegations of
improper conduct against the person who controlled
the corporation. A forensic accountant reviewed
seven years of records to determine the appropriate-
ness of corporate transactions and determine if, from
a tax point of view, things were done properly.

“We used a forensic accountant because we’ve
found that people who specialize in that field possess
the ability to look at and analyze the black and white
piece of paper and bring it to life, explaining what
the particular numbers mean in each particular
instance. A regular accountant looks forward, looks
at numbers that are alive. A forensic accountant
looks back and reconstructs the past.”

McHugh says, “I’ve needed forensic accountants
a couple of times. I represented a small, family-
owned company that had been in the hands of an
employee-investor for four years. He turned out to
be a con man that had done his best to fleece the
company. When a court order forced him out, he
absconded with the company’s financial records so,
when the clients took over again, they had no way to
reconstruct the company’s finances.”

McHugh attributes the growth of forensic
accounting to — ironically — the rise of technology
that is supposed to make all facets of business easier.

“When you’ve got a mom-and-pop operation,”
he notes, “you’re not going to have the kind of back-
up a large organization will have. I recommend my
clients create both paper and computer records.
Back in ‘the good old days’ when it was all paper,
things stayed the same. I have records on 5.5-inch
disks that cannot be read by
anything and 3.5-inch disks
that are being phased out. If we
keep putting our records on
electronics that are being
phased out by manufacturers,
we’re going to lose a lot.”

He cites what happened to
another client as an example
of why forensic accounting is a
growth area.

“The task of company
management was passed from
partner to partner, depending
on what specifically was need-
ed at the time. Each partner
would use his own accountant
and the software the account-
ants used was modified every
year by the manufacturer. As
each accountant did things dif-
ferently from the other
accountants, and the software
wasn’t consistent, the third
year’s books didn’t look like
the first year’s. Thus, we’d need
a forensic accountant.

“I advise my clients to
have at least one back-up,” McHugh notes. “We
cannot rely too much on technology, especially
in small business. After all, no one has ever
complained to me about losing data done with
slate and chisel.”

Warshavsky informs us that business fraud “is
much greater than ever becomes public. Much of
it is never discovered and other cases are not
prosecuted due to settlement or restitution.”  ❐
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