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Is the Accountant You
Refer to Certified in
Financial Forensics (CFF)?

Those of us who are Certified in Financial Forensics
(CFF) believe we are among the elite in our

field. This is with good reason. According to The
American Institute of CPAs, “The CFF credentinl
is granted exclusively to CPAs who demonstrate
considerable expertise in forensic accounting through
their knowledge, skills, and experience. The CFF
encompasses fundamental and specialized forensic
accounting skills that CPA practitioners apply in o
variety of service arvens...” This, of course, includes
Family Law.

The American institute of CPAs concludes that the

CFF credential:

¢ positions CFF accountants as the premier
forensic accounting service providers

e demonstrates a commitment by CFF accountants
to continuously improve their forensic
accounting skills, resulting in increased
professional competency

e ensures that the CPA has met the qualification
requirements, which are based on passing the
CFF examination, business experience and
education

In addition to passing a challenging examination,
CFF candidates must possess a minimum of 1,000
hours of experience in forensic accounting within

a ten-year period preceding the date of the CFF
application. The candidate must also have completed
75 hours of forensic accounting related continuing
professional education. All hours need to have been
acquired within the ten-year period prior to the date
of application, with at least 50 percent obtained in
the five-year period proceeding credential application
submission. Thus, we who have attained the CFF
credential not only believe we are the elite in our
field, but offer a strong argument that attorneys

who wish to be best served by a forensic accountant
ought to limit their consideration to those who have
attained this prestigious certification.
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Evaluating Law Practices
Involved in a Divorce Matter

By Ron J. Anfuso, CPA, ABV, CFF, CDFA, FABFA*
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The following is an excerpt from “Income Reconstruction: A
Guide to Discovering Unreported Income,” published by the
American Institute of Certified Public Accountants. It provides
insight into how a Forensic Accountant would trace non-
disclosed income in one particular type of business.

Overview of Law Practices:
Reporting Income

It is important to understand how law practices account for
income and expenses to gain insight into how an attorney can
possibly underreport his or her income. Most law practices’ books
are maintained on the cash receipts and cash disbursements basis
of accounting for income tax reporting purposes. Occasionally, a
second set of internal books using the accrual method or modified
cash basis method of accounting is created. This separate set of
books provides reliable assessment of the firm’s financial position
and results of operations during any given interim period, and can
provide a better evaluation of internal controls.

For cash deposits, law firms generally use one general bank
account oftentimes together with one or more client trust
accounts. They may also open separate payroll, savings and/

or money market accounts. Total deposits into accounts held in
banks or in other quasi-banking institutions, when compared to
gross receipts, will pinpoint probable diversion of income away
from company coffers.

Size and makeup of firm play a significant role in assessing
whether or not the firm reports all of its income. Additionally,
the number of individuals in control can influence whether the
practice reports only necessary business-related expenses or
whether discretionary or personal expenses are paid through the
practice. As with most other businesses and professional practices,

* For an explanation of these titles, please visit our
website or request a copy of Issue 3 of Forensic

Accounting Today. Continued on page 2
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Evaluating Law Practices: Continued from Page |

larger organizations usually have more stringent internal controls
than smaller firms and are less likely to understate income. An
indicator of an attorney’s degree of control over the books is the
nature of his involvement with the company. Some attorneys are
employees. Others are self-employed, partners or shareholders

in large law firms or closely held law practices. Attorneys who

are employees have less power to manipulate the books and less
control to self-allocate discretionary funds for personal expenses
than do owners of law firms.

One other factor that defines the method with which law firms
collect and report income is the type of law they practice. The
type of legal practice usually determines the arrangement for
client payments. A general law firm, practicing as many types of
law as their expertise will allow, oftentimes charges an agreed
upon fee for a particular legal engagement, which usually involves
a pre-paid retainer. Commonly, this retainer is put into a client
trust account and the attorney pays him or herself from the

trust account as the case progresses. This is when the income is
reported. Law firms specializing in personal injury cases may base
their fees on a percentage of the settlement. This is referred to as
a contingent fee. Most attorneys, practicing in such areas as family
law, civil law, bankruptcy, estate-planning, corporate law, taxation,
criminal law, environmental law and maritime law base their fees
on the number of hours worked at their respective hourly rates
plus fees and costs incurred on the particular case.
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In the next issue of Forensic Accounting Today, we will look

at an actual case that involved a 17-year marriage, from which

there were three children. The husband was one of three senior
: This newsletter and the accounting content herein does not

partners in a law firm .
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Why is it your forensic
accountant won’t return
your phone calls?

We have no idea.

All it requires is being organized and making you and the clients you

refer their TOP PRIORITY.

When you visit my office, you'll see it’s
organized— just like in the photo. No clutter...
neat folders... well arranged computer files.
There’s no wasted time looking for docs, so it’s
easy to be ready for you. On days I'm in court,
I always get back to referring attorneys and
their clients within 24 hours. That's a promise
those who refer to me know I always keep.




