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White Paper: Using Pattern of Life Analysis to Detect and Prevent Fraud with

Forensic Accounting

Introduction

Forensic accounting is the application of accounting principles and techniques to
identify, investigate, and document financial wrongdoing. Pattern of life analysis
(PoLA) is a technique that can be used to identify patterns in an individual's
behavior over time. PoLA can be used to detect and prevent fraud by identifying
unusual changes in an individual's spending patterns, travel patterns, or other

financial activities.

How PoLA Can Be Used to Detect and Prevent Fraud with Forensic Accounting

PoLA can be used to detect and prevent fraud with forensic accounting in a number

of ways. For example, PoLA can be used to:

e |dentify unusual changes in spending patterns: Forensic accountants can use
PoLA to identify unusual changes in an individual's spending patterns. For
example, if an individual suddenly starts making large cash withdrawals or
charging large purchases to their credit cards, this could be a sign of fraud.

e |dentify unusual travel patterns: Forensic accountants can also use PoLA to
identify unusual changes in an individual's travel patterns. For example, if an
individual suddenly starts traveling to new locations or traveling more
frequently than usual, this could be a sign of fraud.

e Identify unusual financial activities: Forensic accountants can also use PoLA

to identify unusual financial activities, such as opening new bank accounts,
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transferring large sums of money to offshore accounts, or making large

investments.

Implementation Specifics

To implement PoLA for fraud detection and prevention with forensic accounting,

organizations can:

1. Collect PoLA data: Forensic accountants can collect PoLA data from a
variety of sources, such as bank statements, credit card statements, travel
records, and investment records.

2. Analyze PolLA data: Forensic accountants can use a variety of techniques to
analyze PolLA data, such as statistical analysis, machine learning, and data
visualization.

3. Identify suspicious activity: Forensic accountants can use the results of their
PoLA analysis to identify suspicious activity that may indicate fraud.

4. Investigate suspicious activity: Once suspicious activity has been identified,
forensic accountants can investigate it further to determine if fraud has been

committed.

Example Implementation

One example of how PoLA can be used to detect and prevent fraud with forensic
accounting is in the context of insurance claims. Insurance companies can use
PoLA to identify unusual changes in an individual's spending patterns, travel
patterns, or other financial activities following a loss event. For example, if an
individual suddenly starts making large cash withdrawals or charging large

purchases to their credit cards after filing a claim, this could be a sign of fraud.
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Another example of how PoLA can be used to detect and prevent fraud with
forensic accounting is in the context of employee embezzlement. Companies can
use PoLA to identify unusual changes in an employee's spending patterns, travel
patterns, or other financial activities. For example, if an employee suddenly starts
making large cash withdrawals or charging large purchases to their company credit

card, this could be a sign of embezzlement.

Conclusion

PoLA is a powerful tool that can be used to detect and prevent fraud with forensic
accounting. By implementing PoLA, organizations can protect themselves from the

financial losses that can result from fraud.

Additional Considerations

In addition to the implementation specifics discussed above, there are a number of
other considerations that organizations should take into account when using PoLA
for fraud detection and prevention with forensic accounting. These considerations

include:

e Data privacy: Organizations need to ensure that they are using PoLA in a way
that respects the privacy of their employees and customers. This means
obtaining consent from employees and customers before collecting PoLA
data and taking steps to protect PoLA data from unauthorized access.

e Accuracy: PoLA algorithms should be trained on a large and diverse dataset
of financial transactions to ensure that they are accurate in identifying
fraudulent activity.

e Bias: PolLA algorithms should be tested for bias to ensure that they are not

unfairly targeting certain groups of people.
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By taking these considerations into account, organizations can use PolLA to
effectively detect and prevent fraud with forensic accounting while protecting the

privacy of their employees and customers.

SARAHAI
www.tensornetworks.com 2023 All Rights Reserves


http://www.tensornetworks.com

