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THE EVALUATION OF PROSPECTS OF FORENSIC ACCOUNTING
IN LITHUANIA

DKcnepmHublil yuem — 3mo 0OUH U3 BUO0E yYemd, ¢ NOMOWbIO KOMOPO20, npu-
MeHsA uccredosamenvekue, aHanumuieckue u opyaue cnocobsl 3kcnepma, ycma-
HABIUGAEMCS MOYHOCMb (DUHAHCOBLIX OMYemo8. DKCnepmHblil y4em uno20a co-
nocmaensiemcs ¢ MGOPYECKUM YHemoM, OOHAKO, MO CAaMOCMOAMENbHblll GUO
y4ema, nonyIspHOCMb KOMopozo ckopo pacmem 6 mupe. ITosmomy yeav cmamvu
— 6bUACHUMb, KAaKUe GOIMONCHOCMU U NePCNEeKMUGHl NPUMEHEHUS IKCNEPMHO20
yyema 8 Jlumae. [lpoGedennulii ananus nozeonsem Oenams 6bl600, YMO NpuMeHe-
Hue IKkchepmHo2o yuema 6 Jlumee, kak u 6 n0bou Opy20l cmpane, a611emca yene-
coofpazneim. OOHAKO credyem KOHCMAmMuposame (hakm, Ymo cneyuanucmet 3mo-
20 Guoa yvema 2omossimes moavko 6 ynusepcumemax CIIUA. ITosmomy npu oyen-
Ke nepchekmus NPUMEHeHUs. IKCnepmnozo yyema 6 Jlumee ciedyem ynomanyms o
BaNCHOCMU U HeobX00UMOCmu NOO20MOGKU IMUX CHEYUANUCMOE 6 YHUBepCume-
max uiu @ Opy2ux GbLICUIUX YHeOHbIX 3a6e0eHUsX pecnybnuKu.

Forensic accounting is one of the branches of accounting, which helps through
exploratory, analytical and other expert’s skills to determine the accuracy of the
financial statements. Although forensic accounting is often equated with creative
accounting, it has existed for a sufficiently long time in the world. Due to the in-
creasing impact of business environments on business entities, the popularity of
such branch of accounting is rapidly growing. Therefore, the purpose of the pre-
sent article is to find out what are the prospects of application of forensic account-
ing in Lithuania. The analysis allows us to state that in Lithuania, as well as in any
other country, the application of forensic accounting should be appropriate. Un-
fortunately, it is necessary to observe that such specialists are prepared only in the
United States universities. Therefore, after the evaluation of prospects of forensic
accounting in Lithuania it is necessary to stress the need to prepare such special-
ists in the universities or in other higher institutions of the country.

It 1s important to mention that the term “forensic accounting” was first used in 1946
by Maurice E. Peloubet in his book “Forensic accounting: its place in today’s economy”.
This branch of accounting, nowadays widely developed in the United States, was not
systematized until 1976, when the first academic works on forensic accounting ap-
peared. So, at first glance it might seem that this branch of accounting is perhaps the
youngest; however, this method of accounting had been already applied in the era of
Egyptian civilization. According to R. Brown (2009), it had been used by clerks
who made lists of and counted all the valuable pharaohs’ items and their property.

It is necessary to state that during this period forensic accounting is considered
to be one of those fields that have a continually growing need of specialists. Accord-
ing to S.L. Skalak, T.W. Golden, M.M. Clayton, J.S. Pill (2011), namely this branch
of accounting is the fastest developing field of accounting. Therefore, quite much
research has been done in this area. Among the foreign researchers who analysed this
topic should be mentioned such researchers as T.W. Singleton (2007, 2008, 2010),
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D.L. Crumbley (2002, 2005, 2009), M. Nagrini (2012), and others. Unfortunately, in
Lithuania this topic has not been practically analysed, so there is no research developed.

However, despite the fact that research on this topic in Lithuania is scarce, it
should be noted that, as the practice of forensic accounting reveals, experts are still
needed, because they can work in different fields ranging from public institutions,
such as the Financial Crime Investigation Service (FCIS) or Special Investigation
Service (STT), to the private sector. Such a wide range of activities and fields, as
G. Smith and D. Crumbley (2009) point out, is due to the growing globalization of
businesses and the strengthening of accounting and taxation requirements.

Thus, the object of the present research is forensic accounting.

The purpose of the research is to accomplish an analysis of prospects of foren-
sic accounting application in Lithuania.

In order the research was successful and reliable, it has the following tasks:

- to accomplish a comparative analysis of forensic accounting and audit;

- to identify the peculiarities of forensic accounting activity;

- to anticipate and evaluate the prospects of forensic accounting application in
Lithuania.

The work encompasses an analysis of foreign scientific literature, empirical
studies and economic literature as well as a practical study on the issues of forensic
accounting, its concept and evaluation of its prospects. In order to accomplish the
research the following methods have been used: accumulation of information,
comparison, classification, generalization, etc.

Relation between forensic accounting and audit

It should be noted that forensic accountant’s and auditor’s work is very simi-
lar, therefore most of the forensic accountants start their career as assistant audi-
tors, then auditors, and finally becoming good specialists of forensic accounting.
According to C.T. Homgren, W.T. Harrison, L.S. Bamber, B. Willis, B. Jones
(2005), both auditors and forensic accountants may be called accountants, but the
statement that an auditor is an accountant raises not only a scientific debate. The
main difference between the forensic accountant and auditor is that forensic ac-
countant is employed to carry out a financial investigation, to confirm or to deny
the existence of irregularities of fraud and creative accounting, which are consid-
ered as tax evasion. Another fairly big difference is that auditors use selection
method, and thus rely on the assumption that if some major cash transactions were
carried out in accordance with the laws, other, smaller operations, may also be per-
formed in the same way, i.e. without breaking the law. Meanwhile, forensic ac-
countants in their work do not apply any statistical or other selection methods, but
review absolutely all operations in order to fully ensure fair, uninfluenced by any
conditions assessment of the company. Therefore, due to the peculiarities of the
work, as S. Pedneault, M. Sheetz, H. Silverstone, F. Rudewicz (2012) point out,
forensic accountants are more sceptical and more captious than auditors, because
they are usually hired with a clear objective — to identify signs of fraud, cases of
application of illegal taxation, fraud schemes, to detect other small or big fraud
performed by both the company’s management and employees.

It is important to note that despite the existing differences there are several simi-
larities in the activity of forensic accountant and auditor. According to S. Rama-
moorti (2008), forensic accounting bases its activities on the same fraud triangle in
order to examine all of the activity subtleties of the company concerned and to dis-
cover the beginning of possible fraud. This triangle is divided into three parts, which
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consist of the opportunities, motivation and realization. It is argued that favourable
conditions are created to all of these three elements, allowing the appearance of mis-
takes and fraud. However, different definitions of the components of the fraud trian-
gle in the scientific literature enabled Bressler, M. S., Bressler, L. A. (2007) to im-
prove the fraud triangle and present it in the form of a square (see Picture 1).
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Source: compiled by authors with reference to Albrecht, W. S., Williams, T. L., Wemz, G. W. (1995),

Cressey. D.R. (1973), Bressler, M. S., Bressler, L. A. (2007).

Cressey, D.R. (1973), who had first proposed the concept of the fraud triangle, ex-
plained that the pressure to commit fraud can be identified with a person’s internal mo-
tives, but stressed the fact that the existence of financial difficulties does not mean that
he or she will be inclined to commit fraud. He also stressed that the pressure can be of
three types — a personal pressure to pay for the promoted lifestyle, pressure by the em-
ployer (company’s management) to meet the interests of the company in spite of his
own, and the external pressure. The man who resolves to commit financial fraud should
have an incentive, opportunity, and how to justify all of this, more specifically — every-
thing he is going to do must have a rational explanation. However, Albrecht, W. S., Wil-
liams, T. L. Wernz, G. W. (1995) proved that one more element must be added to the
fraud triangle — the ability. As M. J. Kranacher, R. Riley J.T. Wells (2010) note, it is this
element that is the most important to forensic accountant, thus the performed research
dwells namely upon the assessment of this element. After all, if a person has the motiva-
tion and opportunity to deceive someone, he has to have the ability to do that. For exam-
ple, if a person does not understand how to keep the account book, he does not know
how to fill it and how to manipulate the numbers, no matter what opportunity or incen-
tive he has, still he will not be able to commit fraud. The most important thing to note is
that unlike the auditor, forensic accountant is able not only to apply his accounting
knowledge, but he can relate it with the criminal law, civil law and criminology.

The peculiarities of forensic accounting activities and its prospects in
Lithuania

The possibility to find plenty of information on forensic accounting and its ob-
jectives often gives clients the impression that forensic accountant can detect and
find out any, even the most carefully planned deception, regardless of its size and
duration. However, only intuition or knowledge that there is something wrong in
the commercial activities of the company is not enough to present the conclusions
of the transparency of the financial reporting. According to K.C. Cames, N.J. Gier-
lasinski (2001), in order to reveal fraud one should have enough time to find
enough evidence that would be suitable for use in court and reveal the fraud.

Traditionally, forensic accountant analyses the received accounts and invoic-
ing, account books, tax records, various accounting registers in order to determine
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how and when a fraud or their group has been made. However, due to the recent
emergence of information technology and developing consumer skills, accounting
documents are more often stored on computers that are protected by passwords.
Thus, according to W.T. Thomhill (1995), forensic accountant should be also able
to work as a programmer who can restore the information on the computer and to
find signs of deception, even if the information has been removed from the infor-
mation media. Such cases of fraud are difficult to prove — it is difficult to collect a
sufficient number of evidence, not only because of the lack of some of the docu-
ments or some records, but also due to the fact that a person acting on the Internet
can protect his identity and he can successfully hide computer identification codes
by using some software tools. For these reasons it is very important to a forensic
accountant not only to know the latest technologies or fraud techniques and their
subtleties, but also to know them well in order to be able to prove fraud.

It should be noted that in Lithuania, unlike the United States, new specialists
have not appeared yet. Their existence, as W. D. Huber (2013) states, not only en-
ables to identify a greater number of frauds or their schemes on an international
level, but also facilitates the work of officials of financial crimes enforcement as
forensic accountants usually collect the proper evidence for the trial themselves. In
addition, there is a practice that they introduce the lawyers with the cases of fraud-
sters, tricksters, advise what questions to ask to witnesses, and often they them-
selves become witnesses. This profession is extremely important not only to en-
courage the country’s competitiveness, but also to accelerate the process of global-
ization of corporate activities, as forensic accountants often find such evidence that
1s practically inaccessible to lawyers who do not have accounting knowledge. So,
in this field, when the country faces with a relatively high degree of the shadow
economy, forensic accounting has a number of opportunities and prospects to adapt
in Lithuania. In addition, with the existence of such professionals it is likely that
fraud would become much rarer and more conservative phenomenon, because at
this time not only Lithuania, but also other countries famous for the degree of their
shadow-wide economies, lack officers with legal and accounting knowledge. And
the existence of such specialists and respective laws regulating their activities
might be one of the means of the fight against the underground economy.

It should be noted that forensic accountant’s services in case of divorce are a
widespread phenomenon abroad. According to G.A. Pasco (2012), it is difficult
enough to prove to which of the spouses one or the other purchase of significant fi-
nancial value acquired during fhe mamage rightfully belongs. Thus, experts could
establish themselves in this field - to help to one of the spouses to find out, to confirm
or to deny the predictions that their family possessions had been concealed from him,
in order to avoid the division of assets. In Lithuania, slightly, but with divorce rates
increasing, these experts could help ex-spouses to share their assets fairly. In this way,
forensic accounting specialists investigating the bank accounts, business deals, finan-
cial projects, and other documents, referring to the specific circumstances and the le-
gal requirements, search for hidden assets and income, conflicting financial docu-
ments, assess businesses, gather information for lawyers, which can be useful for di-
vorce process. On the other hand, although the range of work of such professionals is
wide, the possibilities of its application in the field of divorce in Lithuania are very
low. First of all, since in Lithuania there are many divorce agencies that offer not only

Jegal services, quick Givoree, asset recovery, almony 1o be awarded, but aiso psycho-
logical assistance to divorcing people. In addition, the prices of such services are fal-
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ling — discounts are increasingly applied, divorce agencies offer a variety of promo-
tions to attract customers. Therefore, competition to join this field would be very big
and forensic accounting to adapt in this field in Lithuania has few possibilities.

However, the need of such specialists in Lithuania really exists. To prove that
statement two cases of bankruptcy of two Lithuanian banks — AB “Snoras” and AB
“Ukio bankas™ for — can be presented, the bankruptcy of which had a significant im-
pact not only on businesses, but also on public institutions. Bankruptcy administrator
of AB “Snoras” and his team concluded that, although the bank had declared 2.9
billion Litas of underlying financial assets, it was found that this property was only
about 300 million Litas. According to the bankruptcy administrator, the deficit was a
result of activity of two major shareholders. However, the bankruptcy administrator
together with the employees of the bank and advisors in foreign countries in order to
identify, protect, and restore the bank’s assets, found more than 2 billion Litas of the
bank’s assets in Lithuania and abroad. So, this example proves that forensic account-
ant has a number of opportunities and prospects to adapt in Lithuania.

However, it should be noted that, unlike in some countries, Lithuania does not
prepare any forensic accounting specialists. While economics and law are one of
the most popular study programmes among the graduates, there is no joint pro-
gramme to prepare forensic accountants. However, it should be noted that the pos-
sibiity to establish a new specialty that combines economics and law is quite high.
In addition, the very study module as a forensic accounting should not only in-
crease the knowledge of prospective accountants but should also make this profes-
sion more attractive among the students.

Forensic accounting is one of the fields which in the world have a constantly grow-
ing need for professionals due to increasing number of fraud initiated by the company’s
management or employees. The scientific analysis of the literature showed that forensic
accountants, investigating bank accounts, business deals, financial projects, and other
documents, referring to the specific circumstances and the legal requirements, look for
hidden assets and income, conflicting financial documents, assess businesses, collect
information to lawyers, etc. It should be noted that, despite the existing demand for
specialists, Lithuanian universities or other higher schools of the country do not prepare
any forensic accountants. Specialists trained abroad are not interested in returning to
Lithuania to work due to the anti-competitive salary.
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0.A4. JToyko
B3y (Muuck)

OCOBEHHOCTHU NPUMEHEHHSA AMOPTH3ALIMOHHON NPEMHH
B YCJIOBHUSAX NPOBEAEHUA INNEPEOLEHKH OCHOBHBIX CPEJICTB

B cmamve paccmomper nopaook npusHaHUA U ompaxcenus 6 byxeanmepckom
yueme OMAONCEHHbIX HAN0206bIX 00A3aMeNbCmE, GO3HUKAOUJUX NPU NPUMEHEHUU
amopmuszayuonnou npemuu. Ha npumepax npusedeno cpasuenue npumenenus
aMopmMu3ayUOHHON NpeMuU U OMPAax3ceHus 6 byxzaimepckom yveme GO3HUKHOGe-
HUR U NO2AUIEHUA OMIIONHCEHHO20 HAN0208020 06A3aMenbCmea 6 yenoeus npogede-
HUA U HE NPOBEOCHUS nepeoyeHKU OCHOBHbBIX CPedCm.

The article describes the procedure for recognition and reflection in the ac-
counting of deferred tax liabilities arising from the application of bonus deprecia-
tion. On a comparison of examples of application of bonus depreciation and for
accounting and payment of a deferred tax liability in terms of conduct and not the
revaluation of fixed assets.

BBeneHHe HOBLIECTB B OTEYECTBEHHYIO YYETHYHO cHCTeMy 0OycioBieHO,
npexzae BCEro, npuMeHeHneM B OyXranTepckoM yueTe NMPHHUMNOB MexayHapo-
HBIX CTAHAAPTOB (PUHAHCOBON OTYETHOCTH.

CpeaM TakMX HOBLIECTB BBLAEISIOT MCTOYHHK CTHMYJIHPOBAHMS HHBECTHLIMHA,
KaK aMOPTU3al[MOHHAs NMpEeMHs, W BBITEKAIOLMA MOCAE €€ NMpUMEHEeHHs 0ObekT
GyXraaTepckoro yuera, Kak OT/I0XEHHOE HAaNoroBoe 0643aTe/ibCTBO.

HoBelii MexaHH3M, MO3BOMAIOIUKA CHH3UTE HAIOr Ha MpUOBLIB, — aMOPTH3a-
UMOHHAs NMpPeMHs, — MOSBHIICS B HAJIOrOBOM 3akoHonatenscTee PecryGnuku bena-
pyck ¢ | auBapsa 2012 ropna.

Cornacxo noar. 2.6 n. 2 ¢1.130 Hanorosoro Koaekca Pecny6auku Benapycs
MIaTenbUMK MMeeT NPaBO BKIIOYHTH B COCTAB 3aTPaT MO NMPOU3BOACTBY U peatH-
3auMud TOBapoB (paboT, yciyr) 4acTe MEPBOHAYAIBHOW CTOMMOCTH OCHOBHBIX
cpeacts, chOpMHUPOBaHHON B OyXranTepckoM yuere (3a MCKIIOMEHHE MPHHSATHS
OCHOBHBIX CPe/ICTB B KayecTBe 00beKTa 110 J0roBopaM apeH.bi (IW3UHTra), AOBEpH-
TENBLHOrO YNpaBJieHHsl, a TaKKe BKIaAa B YCTABHBIM QOHI (MpOCTOE TOBAPHILECTBO
WM XO3SAWCTBEHHYIO rpynny) M ciay4yaeB 0e3BO3ME3HOr0 MNONMYYEHUS ITHX
CpeICTB) B Mecsle, C KOTOPOro HaYMHAIOT MCYMCHIATHCH aMOPTH3aLMOHHBIE OT-
9UC/IeHHs B OyXranTepckoM yuerte, B CleAyIOLIHX Npeaenax:
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