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The Application of Forensic Accounting in
Taiwanese Courts

Advisor: Dr. Chun-Ju Liu
Graduate Student : Tsumghsien Wu
Student No. : G98437005
Abstract

Limited by the selection system of the Judiciary! in Taiwan, the vast
majority of our judges, prosecutors, even officers in investigatory
institutions have scarcely any financial background?. However, the
white-collar crimes resulting in cases like financial statement frauds,
insider’s trading, hollowing out of funds, and other forms of frauds have
emerged endlessly today, jeopardizing our society on a long-term and
tremendous scale. Henceforth, if forensic accounting can be introduced
timely for judges and prosecutors to proceed and investigate on financial
trials, the results of these investigations and judgements can meet the
requirements of both “efficiency” and “quality.”

The thesis introduces the origins and contents of forensic accounting,
as well as its difference compared with general accounting and auditing.
Meanwhile, the definition of frauds, the warning signs when frauds
happen and the standard to judge frauds will also be introduced to serve
as references for investigatory institutions during the process of financial
investigations.

However, forensic accounting is not legalized in Taiwan. Now

Taiwan adopts the legal evidential method. Therefore, the thesis aims to

1 Academy for the Judiciary , Ministry of Justice

2 The “financial background” here refers to the fact that few of the judges, prosecutors and officers in the
investigatory institutions have working experiences, degrees or done academic research in the fields of
finance or economics.



discuss the issues as follows: What is the position of forensic accounting
in a litigation? Does it help establish the admissibility of the evidence?
What is the status of an accountant if he or she appears in court? What is
the status of forensic accounting and the accountants in the legal system
of other countries?

Finally, the research comes to a conclusion that before the
introduction and legislation of the expert witness system from the US, it
1s suggested that our judiciary and investigatory system should include
forensic accounting as a way of providing credible evidences in the
process of identification. In that case, forensic accounting could become a
standardized test for the admissibility of the evidence, then eventually

obtain a concrete status in court.

Keywords : Forensic accounting ~ Financial statements ~ Fraud
Investigation ~ Admissibility of the evidence ~ Expert witness
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Flrg 4 R 2 & a5 37 > 12 Donald R. Cressey™ 2 # ¥ = & 32 3 (Fraud
Triangle)f 5 « FE51% > #5 1950 & B » 32340 15 200 & H ¥ F o 3 RHE
H2oP%s LT A=

1./ 4 (Pressure)

e A RWIREDRS > T kpatg Ffmﬁﬁﬂﬁ: R A 7 I
N FHCFORA R A PEFEY CKFTHA AL ZETR
EoRALS i kp BEY ,,g\q‘pﬂzﬁ\p-ﬁ-%\z}gi (¢ =% ];;g]gg,l.g'ﬂ;é}g
iW%@g;ﬁg%iﬁg2MD°m%%QM$E%&ﬂ%ﬁ%bgw
LIE L EARTFE 1 ITF R BV BEH RS o

2.4 ¢ (Opportunity)

B LI gL o b Cressey G023 ¢ AL B i € 5
CREYE LY

= ] (EExiz 2011):

(1)- # F 3 (General information)

BEF R DB RSN LER P AT L B e bl
o0 BT RS AE FA

(2)& ¥ H 79 (Technical skill)

REREFL GRS i TP Er B
f# Y

DB A EIAEY T w0t ARG F Lo seeh
MR BN 2R AP AT A P i
&
P

R R FRERES PR - E

" Donald Ray Cressey (April 27, 1919 - July 21, 1987) was an American penologist, sociologist,
and criminologist who made innovative contributions to the study of organized crime, prisons,
criminology, the sociology of criminal law, white-collar crime. > < 3l g

https://en. wikipedia. org/wiki/Donald_Cressey °
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3. & 1@ it {248 (Rationalization)
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~IFEY R

1. w e ¥ 8

Borrowing money from co-workers

2 A N AFESE Creditors or collectors apprearing at
the workplace

3 REE <0 d a4 Gambling beyond the ability to stand
the loss

4, paoifies B s 3 2 B A Y IE | Excessive drinking or other personal
habits

5. ¥ &322z gk R % B2 | Easilyannoyed at reasonable

F & guestioning

6. | HRAEF BB

Providing unreasonable responses to
questions

7. F1E 1ok i & @ JEE KR
n 71

Refusing vacations or promotions for
fear of detection

Bragging about significant new
purchases

9. |SEEHEF 7 F A 24

Carrying unusually large sums of
money
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NdEP R

High personnel turnover

Low employee morale

HOTIEIR L B AR

WEBXFFZ <

No supporting documentation for
adjusting entries

PR LA AR

K|

Incomplete or untimely bank
reconciliations

e
LI LS

ED

Increased customer complaints

FHE bR 2 4F A AR
B2 B2 R 7

Write-offs of inventory shortages
with no attempt to determine the
cause

g ot H 22 A AEY

Unrealistic performance expectations

MIMAF BFR (R R )
chid B

Rumors of conflicts of interest

S I KR R T R
L

Frequent use of sole-source
procurement contracts

NV R

Rewriting records under the quise of
neatness in presention

Falsifying timesheets for a higher
amount of pay

Pilfering stamps
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4, EirAj5 2 W §517 5 (i | Stealing of any kind
ST FA)

5. i~ (WwFEHRLEE |Forgery
éﬁ@%%*ﬁﬂﬁ%éﬁ
REAHERERS ZP)

6. AR E TR #f"r)\ Lapping collections on customer’s

accounts

7. BPEBFE PRI | Pocketing payments on customer’s
teAx (4- &%) > T4 B | accounts, issuing receipts on
@RI IR A £ 2 | self-designed receipt books

8. A BT P eI £ 2R HT = | Not depositing all cash receipts(The
7 AT HAp B 14:#; % (4= | Hospital Case)
PE Pz fTdl )

9. B R FAR 2RO A dKk Creating fictitious employees with

company funds
10. ;ﬁ—g‘ BIERRE £ -2 2 3V | Increasing vendor invoices through
B E &R collusion

11. | ¥ erdk 2 JRIE o @ % | Billing for services not rendered and
B OMEH > £ XA ®wdR T | collecting the cash
e v - RS

12, | ded B ERF k7 Ak Seizing checks payable to vendors

13. | ®WiTm 2 % » g4 | Recording fictitious transactions on
W s books to cover up theft

14. | mag El2 & k4 L | & | Using duplicate invoices to pay

Z@zf? FKIE

vendors
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