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FORENSIC AUDIT IN FUNCTION OF IMPROVING THE QUALITY 
OF FINANCIAL REPORTING 

Summary: This paper aims to indicate the role of forensic audit in the quality of financial statements. 
The methods used in the research are: descriptive method and survey questionnaire. The paper aims to 
show the need for the development of forensic audit and its impact on better financial reporting of 
economic entities. The paper seeks to make a theoretical contribution, expand the existing fundamental 
knowledge in this area and show the positive effects of the development and application of forensic audit 
in the control of financial statements of economic entities. 
Forensic auditing is a new practical discipline within auditing and as such it has not yet received a 
comprehensive and uniquely accepted definition in the world. Nevertheless, a large number of theorists, 
as well as numerous national and international organizations and associations, have provided a starting 
point for the proper definition of forensic audit, describing its place and role in audit theory and 
practice. During the research, scientific collection, processing, synthesis of appropriate theoretical and 
practical data were performed. 
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INTRODUCTION 

The relevance and reliability of financial reporting came to the fore with the emergence of the 
global financial and then economic crisis, as well as due to the huge losses caused to investors 
by financial scandals that occurred in the late 20th and early 21st century. One of the key factors 
in the investment decision-making process of investors (domestic and foreign) are the financial 
statements. This is why they must be prepared in an understandable way, realistic and objective, 
true and fair. Users of financial statements must have financial statements that fairly present the 
financial position, financial performance and cash flows of the observed entity, or those 
financial statements that fairly show the effects of transactions and other events in accordance 
with the definitions and criteria for recognizing assets, liabilities, income and expenses, defined 
by the Framework for the preparation and presentation of financial statements. With the 
development of the world market, there is a sharp increase in financial fraud, which reduces the 
objectivity and reliability of financial reporting. In order to successfully counter fraud and 
restore confidence in the financial statements, the development of forensic audit as a new 
discipline in auditing involves examining and interpreting evidence and facts and giving a 
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particular opinion. The role of forensic audit, which is conducted in order to prevent the 
presentation of manipulative actions and influence better financial reporting and more efficient 
business decision-making, is a topic that is current today, but also insufficiently developed and 
studied in our area. 

1. CONCEPT AND OBJECTIVES OF FORENSIC AUDIT

Forensic auditing is a new practical discipline within auditing and as such has not yet received 
a comprehensive and uniquely accepted definition in the world. Nevertheless, a large number 
of theorists, as well as numerous national and international organizations and associations, have 
provided a starting point for the proper definition of forensic audit, describing its place and role 
in audit theory and practice. 
The Institute of Forensic Auditors (IFA), a non-profit organization of forensic auditors in 
Belgium, defines forensic auditing as “the activity of collecting, verifying, processing, 
analyzing and reporting data in order to obtain facts and evidence that can be used in forensic 
financial matters disputes arising from criminal acts in the financial statements and the 
provision of preventive advice”. 
According to Paul Thangam, forensic audit is “the application of accounting methods in 
monitoring and gathering forensic evidence, usually for the investigation and prosecution of 
criminal acts such as embezzlement and fraud”. 
The forensic audit should indicate the perpetrator of the criminal act and his/her position in the 
organization, regarding position he/she held at the time of the commission of the criminal act, 
as well as to establish whether he/she committed the act independently or in connection with 
other persons employed within or outside the legal entity. 
Forensic audit focuses on identifying, interpreting, and communicating evidence of basic 
strategic economics and event reporting. Forensic audits are easy to adapt to an accounting 
environment based on principles with broad guidelines that apply to various accounting 
investigations without the use of rule-based audit approaches (Stevenson 
and Crumbley 2009, 62). 
The primary objective of forensic audit is to detect criminal activity in the financial statements, 
regardless of the opinions of the auditors. In order to meet this goal, the forensic auditor must 
find out who committed the criminal act, where the criminal act was committed, at what time 
and what kind of damage occurred. In order to fully fulfill the basic goal of forensic audit, the 
forensic auditor should, as far as possible, identify and appoint the perpetrator of the criminal 
act, determine the place and time of its execution, calculate and report the material damage 
caused by the criminal act and, on finally, describe the manner of its execution. 
Forensic audit arises from the integration of accounting, investigative audit, 
criminology, and litigation services (Dada and Owolabi and Okwu 2013, 788). 
It is necessary to determine the place of execution of the criminal act in the forensic audit, 
because the finding and opinion of the forensic audit will result, among other things, in court 
proceedings. The spatial validity of criminal legislation, as well as the determination of the 
territorial jurisdiction of the court, depends on the determination of the place where the criminal 
act was committed. Forensic audit also needs to determine the time of committing a criminal 
act, because from that fact, as in determining the place of execution, depends on resolving 
numerous issues concerning the temporal validity of the criminal law, the issue of obsolescence, 
determining the guilt of the perpetrator and the like. 
For forensic audit and the forensic auditor, it is extremely important to determine the manner 
or technique of committing a criminal act. In this way, the forensic audit client reveals 
weaknesses in the system of internal controls and the mechanisms by which they are 
circumvented by the perpetrator. Based on that, the injured legal entity may take actions in the 
future to strengthen the system of internal controls and prevent the emergence of new similar 
illegalities. Discovering the technique of committing a criminal act will enable the judicial 
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authorities to more easily determine whether the committed act is a criminal offense and which 
criminal offense is in question. That is, the judicial authorities will, in the case of court 
proceedings, qualify the criminal offense. 
The goals of forensic audit development are: 

 detection of areas of possible irregularities or fraud - implies narrowing the field of
search for certain irregularities or locating areas where there is an irregularity or fraud;

 detection of specific irregularities or fraud - means detecting a specific irregularity or
fraud and determining the manner in which it was performed,

 assessment of the level of risk of identified irregularities (intentional, unintentional, high
or low level of irregularities, high or low risk of fraud, etc.) - means the assessment of
the danger of the committed crime (intentional, unintentional, high or low level of
irregularities, high or low risk of fraud, etc.), and

 presentation of evidence - implies the provision of material and other evidence that the
offense was committed and the manner in which it was performed.

Depending on the purpose for which the forensic audit is intended and which is defined by the 
client, the choice of objectives also depends. For some purpose such as the assessment of a 
potential partner, it is sufficient e.g. forensic assessment of possible major irregularities and a 
high degree of risk of fraud. Proof of irregularities is required to take criminal action.  

2. APPLICATION OF FORENSIC AUDIT

Forensic audit reports as a means of presenting evidence in court proceedings in commercial 
operations. It is included in this function when conflict disputes have already arisen, that is, 
when the consequences need to be considered, so there is only a part of the evidentiary 
activities. By its nature, it is primarily a function of proving or revealing the truth, which for 
many professional forensic scientists, whether accountants or auditors, is a great practical 
difficulty. In the public sector, the application and importance of forensic audit is a great help 
to courts and prosecutors in prosecuting the misuse and spending of budget funds. In the private 
sector, skills related to forensic accounting and forensic auditing are useful for most cases of 
economic crime, such as embezzlement, criminal acts against banks, bankruptcy criminal acts, 
distribution of illegally obtained profits, computer fraud and the like. According to KPMG, 
situations where forensic audit is required are as follows: 

 You suspect that your data has been lost or stolen.
 You suspect criminal activities within the company or you are a victim of external

attacks (cyber-crime) and in court you need a backup of digital evidence.
 You are in litigation or an investigation has been launched against you, and you must

prepare documents that contain facts that will help resolve the case.
 You want to analyze large amounts of data according to certain criteria.

The application of forensic audit is reflected in the detection of criminal acts in the financial 
statements of the suspect or controlled subject of analysis, regardless of whether it is only a 
minor refinement of results in order to achieve a temporary goal (balance sheet adjustment to 
avoid losing status) or systematic falsification of data in order to avoid paying taxes or 
extracting company capital for the benefit of individuals. From the basic, the individual roles 
of forensic audit are branched: 
- detection and naming of perpetrators of criminal acts,
- discovery of the manner, place and time of its execution,
- determination of material damage and the impact of criminal activity on the business of the
organization,

- providing evidence for judicial or disciplinary proceedings.
The authors, Enofe and Omagbon in their research tried to answer the questions (Enofe and
Omagbon 2015, 2):
1. Can forensic audit significantly detect fraud in companies?
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2. Can forensic audit significantly prevent fraudulent activities in firms?
3. Can forensic audit significantly reduce fraud in firms?

The basic characteristic of forensic audit is contained in its main goal, which is to examine in 
detail the existence of potential criminal acts, as well as to provide unambiguous material 
evidence for those actions in case of detection. 
There are few people in the world who are specially trained and experienced in the field of 
forensic accounting and forensic auditing, but in today’s business world every 
organization should have a forensic accountant and a forensic auditor. 
Research confirms the need to introduce forensic auditing as part of the audit of financial 
statements and states that auditors should acquire additional qualifications in the field of skills 
that are otherwise characteristic of forensic auditors (DiGabriele 2009). 
According to the United States General Accounting Office (GAO), there is a strong emphasis 
on fraud prevention and detection during statutory audits. In fact, the United States and 
international standard setters increase the auditor's responsibility to consider fraud risk 
while conducting an audit of financial statements. Even a call for stronger forensic skill in those 
who perform these audits. All normal statutory audits should contain some elements for 
forensic investigation, as evidence of fraud can be easily detected if the adequacy and 
consistency of control mechanisms are assessed in detail. (Eme 2011, 27). 
Forensic audit related to fraudulent financial reporting is conducted primarily for the benefit of 
investors and other interest groups whose decisions depend on the published financial 
statements of the observed entity (Tusek and Klikovac 2013, 110). If there is inaccurate fraud 
information in such reports, users will make wrong business decisions, which can have negative 
consequences. One of the solutions that can increase the number of detected cases of fraud is 
the possibility of using forensic audit services (Tusek and Klikovac 2013, 110). 
Owojori and Asaolu, look at forensic accounting in the context of the practice of using 
accounting, auditing, and investigative skills in legal matters and applying special knowledge 
in proving economic transactions (Owojori and Asaolu 2009, 184). 
Many researchers have tried to study the differences, relationship, and impact between the 
concepts of forensic accounting and forensic auditing, and those interested in the accounting 
profession believe that the two concepts of "forensic accounting and forensic auditing" are 
synonymous, but not exactly the same. The auditor who audits financial fraud is a truly 
experienced accountant, a skilled experienced accountant in the audit process to detect fraud 
(fraud) and fraud in data and documents and to reduce and prevent both equally (Matarneh and 
Moneim and   Al-Nimer 2015, 140). The focus of forensic accounting is to identify and review 
the fraudulent transactions in order to determine the real intention of the executor 
company. Such a review may take the form of a document review, interviews, examination of 
electronic documents, etc. (Peterson 2015, 63). 

3. CHARACTERISTICS OF FORENSIC AUDIT

Forensic audit focuses on areas where symptoms of fraud occur by conducting a detailed 
examination of each individual transaction of that business segment. This type of audit is 
conducted as a targeted audit based on the suspicion of the entity management or an external 
audit that there are indications that a criminal act has been committed. The concept of 
materiality in forensic audit is not of great importance. Forensic auditors during the audit 
process are not focused on detecting material irregularities, but detect any criminal act 
regardless of its level of significance and size. 
The characteristics of forensic audit are reflected in: 

 examining most or all of the transactions in the company where there are indications of
fraud,



Poslovne studije/Business Studies 2021. Volume 13, Issue 25-26, pp 63-76

67

 focus on detecting criminal acts and manipulating financial statements regardless of
materiality,
 checking for a longer period of time than the business year,
 reports must be admissible for court proceedings.

Development and application of forensic audit in the control of financial statements, in order to 
improve corporate governance has certain advantages: 
1. Forensic audit strengthens control mechanisms, with the aim of protecting business from
financial crime, whether it is a potential catastrophic event that may jeopardize the stability of
business or minor events that threaten the assets of the company in the long run.
2. Forensic audit can play an important role for companies that are controlled by regulatory
authorities and can be invaluable to ensure compliance with rules and regulations. For example,
forensic auditing can be useful in helping companies provide effective anti-money laundering
procedures.
3. Forensic audit can contribute to the effective identification of areas of loss.
4. Forensic audit provides good factual information that can be used to assist in resolving
litigation.
5. Forensic audit helps to identify and record potential conflicts of interest of managers by
improving transparency and verification of how resources have been used, whether in private
or public enterprises.
Huber points out that forensic auditing possesses a number of characteristics necessary for its
recognition as an independent profession rather than as a subspecies within the accounting
profession (Huber 2012). He therefore states that forensic auditing is currently on its way to
becoming a profession.
The process of conducting a forensic audit also has certain shortcomings, such as:
1. Poor forensic audit conduct could waste excessive management time and could become an
undesirable business hindrance.
2. Forensic audit can cover a large scope of fraud investigation down to the smallest
detail. Under certain circumstances, the forensic auditor may request that the scope of the audit
be increased, which will also cause an increase in the fee for performing the audit process.
3. Some employees see proactive forensic audit as belittling their integrity, rather than as a
means of improving the control procedure for the benefit of the business.
Forensic audit can include a large scope of fraud investigation down to the smallest
detail. Under certain circumstances, the forensic auditor may request that the scope of the audit
be increased, which will also cause an increase in the fee for performing the audit process.
Some employees see proactive forensic audit as a belittling of their integrity, rather than as a
means of improving control procedures for the benefit of the business.
Considering the need to conduct forensic audit, some papers claim that forensic audit based on
the practice of forensic accounting is the best choice for reducing illegalities in the field of
finance and accounting (Vukadinovic and Damnjanovic 2016, 57). Forensic accounting in its
current state can be broadly classified into two categories that include litigation support and
investigative accounting (Zachariah et al. 2014, 17).

4. DIFFERENCES BETWEEN FORENSIC AUDIT AND FINANCIAL AUDIT
REPORTS

The objective of the traditional independent audit of financial statements is to provide an 
opinion on whether the financial statements are in accordance with generally accepted 
accounting principles and whether they represent in all material aspects the fair financial 
position of the client. 
However, when it comes to forensic audit, there is a thin line that separates standard audit from 
forensic audit. Namely, when an auditor within a standard audit engagement, either in the 
capacity of internal or external auditor, suspects or detects a suspicious or criminal act, then it 
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is not a forensic audit. From the other point of view, if, on the basis of suspicion, an auditor 
is hired, who within that special engagement discovers or refutes the initial premise, then it is 
a forensic audit. 
Because the basic and individual objectives of forensic audit are specific, forensic auditors have 
a much different approach to verifying financial statements than traditional auditors, both when 
it comes to the materiality and scope of audits, and when it comes to reporting on the results of 
their work. Undoubtedly, as a new form of audit of financial statements, forensic audit has its 
own special characteristics. First of all, traditional audit focuses on the detection of errors and 
prevention as a result of the operation of the internal control system, where the auditor checks 
their effectiveness through sampling, and not through a comprehensive review of all 
transactions. On the other hand, the forensic auditor has a completely different approach. He 
examines most or even every single transaction in detail in areas of business where symptoms 
or indications of criminal activity occur. Consequently, the issue of materiality in forensic audit 
differs significantly from the traditional audit of financial statements. Materiality is essentially 
a way of marking or naming the significance of a transaction or event. If the transaction or event 
is material, then it is also significant. In determining the probability of whether or not there will 
be material errors, traditional auditors use statistics, evaluate the system of internal controls 
and, if they assess that the system is effective, material errors will not be likely (Grujic-
Kalkan 2013, 283). 
Forensic accounting is often equated with examining fraud or auditing fraud in the financial 
statementss. 
However, forensic accounting is a challenging discipline that essentially communicates with 
auditing, economics, finance, information systems, and law (DiGabriele and Huber 2014, 100). 
When auditing financial statements, materiality is essentially a way of marking or naming the 
significance of a transaction or event. If the transaction or event is material, then it is also 
significant. In determining the probability of whether or not there will be a material error, 
traditional auditors use statistics, evaluate the system of internal controls and, if they assess that 
the system is effective, material errors will not be probable. In contrast, the forensic auditor in 
his work is not focused on detecting materially significant irregularities, but detects 
any criminal act, regardless of the degree of its significance and size (Bologna and Linquist, 
2006, 47). Jack G. Bologna and Robert J. Lindquist point out that “the level of materiality of 
forensic audit engagement is much lower and more focused than regular independent audit 
engagement”. According to these authors, “not a single trace or piece of evidence is so small 
that it would not be significant, i.e. material”. In addition to the above, it should be noted that 
independent audit focuses on the present, i.e. for the current year for which the financial 
statements are audited, in terms of the adequacy of internal controls, as well as the reliability, 
validity and mathematical accuracy of accounting. However, such a narrow approach, due to 
the fact that criminal acts can be hidden in financial statements for years, does not provide a 
historical perspective, so important for detecting illegal conduct. When conducting a forensic 
audit, the auditor does not verify a set of financial statements for a particular business year, but, 
guided by the symptoms and indications of illegal conduct, monitors the trace of a criminal act 
to its root or beginning, regardless of when it was performed. 
Finally, the independent audit, as a result of its work, prepares a report in which it expresses its 
opinion on whether the financial statements have been prepared in accordance with the 
generally accepted financial reporting framework, with the basic elements of traditional audit 
reports prescribed by international standards. On the other hand, starting from the fact that 
forensic audit has a specific goal, its report itself, although it does not currently have a generally 
accepted and prescribed by international standards form, must meet certain basic criteria, which 
primarily relate to its adequacy and usability. for possible court proceedings. 
Due to the stated specifics of forensic audit, the forensic auditor must have a completely 
different approach to the verification of financial statements. Forensic audit procedures are 
much more intuitive processes than the formal analytical methodology implemented in 
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traditional independent audit of financial statements. That is why some theorists consider 
forensic audit to be less a science and more an art, so it is difficult to learn. A successful forensic 
auditor must be curious, persistent, creative, open to consider all possibilities, examine small 
details and at the same time see the bigger picture. 
According to dr. Petkovic, the difference between independent audit and forensic audit could 
be summarized as follows: 

Table 1. Differences between audit of financial statements and forensic audit (Petkovic 2010, 194) 

Characteristics Independent audit Forensic audit 
The goal Expressing an opinion on the true 

and fair presentation of financial 
statements. 

Identification and detection of 
criminal acts in the financial 
statements 

Techniques Sampling methods and 
performing control and essential 
tests. 

Substantial, detailed and in-depth 
verification of all, or correctly 
selected transactions in suspicious 
- business areas.

Period of time Examination of financial statements, 
transactions and accounts for a 
certain period of time. 

Reports, transactions and accounts 
can be examined from the 
beginning, “from the root” as 
needed regardless of the date of the 
event. 

Report and opinion Expressing an opinion with or 
without reservation, a restraining 
opinion or a negative opinion. 

Expressing opinions regarding the 
place, time and manner of 
committing a criminal act, 
calculating the damage and naming 
of the perpetrator. 

5. MEASURES OF INFLUENCE OF FORENSIC AUDIT ON THE QUALITY OF
FINANCIAL REPORTS

The goal of every company and every legal entity, is to operate successfully. The success of the 
business can be best seen from the presented financial statements, provided that the financial 
statements represent a credible picture of the yield position and the material situation of the 
company. Business data will serve both internal and external users of information as a good 
basis for making economic decisions, i.e. taking appropriate actions (Vukovic Perduv and 
Ceklic and Ceklic 2018, 110). 
Determining the perpetrator of the fraud is the most important step in forensic audit. The 
perpetrators of fraud can be employees but also the management of the company. Determining 
the location and manner in which financial statements are manipulated requires experience in 
auditing, accounting, taxation, and other related areas. Detecting and proving fraud in financial 
statements is a research job with components of the work of an auditor and the work of a 
criminal investigator. Forensic auditors work with a large set of information and their sources, 
and by eliminating inappropriate information and narrowing choices, they confirm fraud. 
Preventive measures of creative accounting abuse include fraud risk assessment, testing of 
controls that are in the function of preventing manipulation and conducting audits. By 
introducing their own code of ethics, companies can act to reduce the motives for manipulation 
and criminal activity. In order for management to effectively counter errors and manipulations 
that may occur in the financial statements, it is necessary to provide: 
a) efficient internal control system,
b) adequate human potential,
c) quality code of ethics,
g) continuous training of employees in the company regarding error detection and manipulation,
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d) clear written rules of conduct,
f) suppression of bad behavior, etc.
Establishing measures to prevent and detect fraud and manipulation is essential for the stability
of the country's economy. It is not enough just to adopt a code of ethics in the company but also
to implement it in practice. Fraud can also occur if the company has an effective internal control
system. The system of internal controls in companies needs to be continuously improved and
protected from potential fraudsters. Although it is impossible to completely eliminate the risk
of errors, fraud and manipulation in companies, by taking timely measures to prevent and detect
fraud, the risk of fraud can be reduced. Measures to influence the more efficient and credible
preparation of financial statements are aimed at the following:

 improvement of legal regulations and regulations that will narrow the space for
fraudsters to act and act on a more efficient activity of all those who control business
activities;

 organizing efficient systems of internal control and internal audits, especially in larger
companies;

 motivate the management and employees of the company in terms of preventive
measures and activities to reduce opportunities for fraud (education, materials on
business and accounting policies, organizing regular controls, etc.).

The introduction of forensic auditing as a profession is an effective measure to prevent and 
detect errors, fraud and manipulation in the financial statements of companies and greater trust 
of the public and users of financial statements. As the developed countries of the world have 
already recognized the benefits of the information provided by forensic audit, it is realistic to 
expect that the need for this activity will develop in our region as well. Connecting science, the 
advanced technology sector, higher education institutions and public administration should be 
one of the priorities of those creating an economic strategy in BiH. 
Forensic auditors, applying accounting principles, skills and research procedures, investigate, 
collect evidence and document fraud and manipulation in financial statements. 
In order for the company's management to counteract the errors and frauds that may occur in 
the financial statements, it helps a lot: a reliable accounting system, appropriate control 
procedures, as well as a clear definition of accounting policies and financial 
statements. Adequate human resources, an understandable code of ethics as well as the 
provision of continuous training for employees regarding accounting errors and manipulation 
of financial statements are also needed. 
Forensic auditors must have strong skills in writing and oral communication. It is important that 
forensic auditors have the ability to conduct interviews and effectively gather information from 
people who may not be willing to give truthful answers (Nunn et al. 2006, 2). 

6. RESULTS OF EMPIRICAL RESEARCH

The information obtained as a result of the empirical research was obtained through a 
questionnaire among internal auditors, managers of financial departments and officials in the 
financial and accounting sector. Most of the questions are closed: direct questions, questions 
with offered enumeration answers, and questions with offered intensity answers. Respondents 
were asked to express their opinion on potential reasons that negatively affect corporate 
governance in companies, the role of forensic accounting and forensic audit in detecting fraud 
and criminal activity, the need for its introduction and the impact on the scope and frequency 
of financial fraud and criminal activity in the Republic Serbian. 
The empirical research was conducted through a survey questionnaire which was conceived as 
a segment of research on the needs and possibilities of better financial reporting of economic 
entities in the Republic of Srpska . 
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To achieve the objectives of the research, data collection was performed from primary sources 
(field research) and secondary sources (desk research). The collection of primary data was 
performed by the method of testing using a survey questionnaire. 
The survey questionnaire was composed of questions that provided information on the attitudes 
of individuals about key issues in the public sector.  
The research included: 
1. professional auditors who have completed the questionnaire and whose views are the subject
of the research;
2. professional accountants who, by filling in the questionnaire, expressed their views

subject of research;
persons employed in economic entities and institutions in other jobs. 
The results of tests obtained during an Ketna through are shown in tables and through charts . 
To the question: "Is the management of the organization familiar with the principles of forensic 
audit", the results are shown in the following chart: 

Graph 1. Introducing the company's management to the principles of forensic accounting and 
forensic audits (Authors) 

According to the presented data from the research results, only 17.50% of respondents believe 
that the company's management is familiar with the principles of forensic audit, while 43.90% 
of respondents believe that the company's management is partially familiar with these 
principles, which indicates lack of education and insufficient education. forensic audits. 
The result of the survey of 38.60% is not negligible, which indicates that the company's 
management is not at all familiar with the principles of development and application of forensic 
accounting and forensic audit. 
In the following table shows the respondents' opinions on the attitudes of the development 
of forensic audit in the Republic of Srpska / BiH : 

Table 2. Overview of respondents' opinions on the development of forensic audit in the Republic of 
Srpska BiH (Authors 2021) 

In your opinion, do they exist in 
RS 

No Not at all Not sure Yes,  but not 
enough 

Yes 

Laws and bylaws that define the 
procedure for conducting forensic 
accounting and forensic audit? 10.53% 12.28% 64.91% 8.77% 3.51% 

Ways to measure, detect and prevent 
fraud in financial statements? 5.26% 8.77% 47.37% 33.33% 5.26% 

Education in the field of forensic 
accounting and forensic audit? 
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The results of the research conducted through the survey questionnaire show that the 
respondents are not sure whether there are laws and bylaws in the Republic of Srpska or 
BiH that define the procedure of conducting a forensic audit, which is confirmed by the answers 
of 64.91%. When it comes to ways to measure, detect and prevent fraud in the financial 
statements, 33.33% of respondents believe that they exist, but they are insufficient. A 
significant number of respondents, 45.61% believe that training in the field of forensic audit is 
insufficient, which affects the inapplicability of these areas in the control of financial 
statements. Respondents 40.35% are not sure whether there are trainings in the field 
of   forensic audit, which means that the field of forensic audit is insufficiently written and 
emphasizes their application in practice, in the control of financial statements. A very small 
number of respondents 3.51% confirmed that there are laws and bylaws that define the 
procedure of conducting forensic audit, then 5.26% are familiar with the methods of measuring, 
detecting and preventing fraud in financial statements, and 3.51% of respondents have attitude 
that there are educations in the field of forensic audit. 
To the question: "If the conditions and professional qualifications required for performing 
forensic audit are legally prescribed, do you think that this will increase the quality of financial 
reporting?" The results of confirming or denying the opinion of the respondents, as well as the 
existence of uncertainty in their opinion, are shown in the following table: 

Table 3. Opinion of respondents on how to increase the quality of financial reporting (Authors 2021) 

The answer Number of respondents % of respondents 
YES 48 84.20% 
NO 5 8.80% 
I DO NOT KNOW 4 7.00% 
Total: 57 100.00% 

If the conditions and professional qualifications required to perform forensic audit activities 
were legally prescribed, 84.20% of the respondents to the survey questionnaire believe that this 
could increase the quality of financial reporting, and 8.80% of respondents believe that legally 
prescribing the conditions would not have positive effects. on the quality of financial 
reporting. A certain number of respondents, 7.00%, do not know whether the legal prescribing 
of conditions and professional qualifications for performing forensic audit activities could 
affect the quality of financial reporting. 
Whether the organizations in which the respondents are engaged need to conduct a forensic 
audit? The results of the research are given in table no.4. 

Table 4. Review of research results - the need to conduct forensic audit in the organizations of 
respondents (Authors 2021) 

5.26% 5.26% 40.35% 45.61% 3.51% 

Question I do not 
agree at all 

I do not 
agree 

I'm insecure I agree I totally 
agree 

Do you think that in your organization 
there is a need to conduct forensic 
accounting and forensic audit? 10.50% 26.30% 43.90% 15.80% 3.5% 
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The largest number of respondents, 43.90% are not sure whether there is a need for forensic 
audit in the organizations in which they are engaged, while 26.30% of respondents do not agree 
that there is a need for forensic audit in organizations, and 10.50% I do not agree at all with the 
stated need for introduction to the organization. 
A very small number of respondents, 15.80% agree that the area of forensic audit should be 
conducted in the work of organizations, and 3.50% completely agree with the application of 
forensic audit in the work of organizations. 
Obstacles to the introduction of forensic audit in the preparation and control of financial 
statements can be viewed from different aspects, and the results of the research show the 
following data: 

Table 5. Obstacles to the introduction of forensic audit (Authors 2021) 

The results of the survey questionnaire show that the majority of respondents agree with the 
statement that the obstacles to the introduction of forensic accounting and forensic audit are of 
a legal, institutional, educational and accounting nature. Respondents, 50.88% think that the 
obstacles are legal in nature, 45.62% of respondents think they are institutional, while 50.88% 
of respondents think that the obstacles are educational, and 47.37% of respondents think that 
the obstacles to the introduction of forensic accounting and forensic audits of an accounting 
nature. A number of respondents, 12.28% disagree with the view that the obstacles are legal in 
nature, 17.54% that they are institutional, 12.28% that they are educational and 17.54% that 
they are accounting in nature for the introduction of forensic accounting and forensic audit in 
compiling and controlling financial statements. To the statement "other", 64.91% of 
respondents have the attitude "I'm not sure", which indicates that respondents believe that there 
are no other obstacles in relation to the above, which could affect the introduction of forensic 
accounting and forensic audit in compiling and control of financial statements. 
Different authors and practitioners define the goals of introducing forensic audit in 
various ways. Some of the objectives of the introduction of forensic audit are an integral part 
of the survey questionnaire, the results of which are given in the following table. 

Table 6. Objectives of the introduction of forensic audit (Authors 2021) 

Impediments I do not agree at 
all 

I do not agree I'm insecure I agree I totally 
agree 

Legal 7.02% 12.28% 24.56% 50.88% 5.26% 
Institutional 1.75% 17.54% 24.56% 45.62% 10.53% 
Educational 5.26% 12.28% 22.81% 50.88% 8.77% 
Accounting 5.26% 17.54% 29.82% 47.37% 0.00% 
Other 7.02% 7.02% 64.91% 15.79% 5.26% 

Goals I do not 
agree at all 

I do not 
agree 

I'm 
insecure 

I agree I totally 
agree 

Assess the compliance of the 
organization's operations with laws, 
policies and procedures 

5.26% 8.77% 17.55% 52.63% 15.79% 

Detection and prevention of errors 
and illegal actions 

0.00% 1.75% 7.02% 49.12% 42.11% 

Timely preparation of quality 
financial reports 

1.75% 12.28% 15.79% 50.88% 19.30% 

Performance evaluation of 
accounting and management 
systems 

1.75% 10.53% 19.30% 47.37% 21.05% 
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The results of the research show that over 50% of the respondents to the survey questionnaire 
agree that the stated statements are the goals of the introduction of forensic audit. Most of the 
respondents completely agree that the goal of introducing forensic audit is to detect and prevent 
errors and illegal actions, which is confirmed by the research data of 42.11%. A small number 
of respondents disagree or do not agree at all with the stated goals of forensic audit.  
Both forensic accounting and forensic auditing activities can increase the truthfulness, 
credibility and objectivity of information in financial statements. Respondents' opinions on this 
statement are shown in the following table number 7. 

Table 7. Overview of respondents' opinions on the role of forensic audit on increase truthfulness, 
credibility and objectivity of information in financial statements (Authors 2021) 

The presented research results show that 61.40% of respondents agree that forensic audit 
activities can contribute to increasing the truthfulness, credibility and objectivity of information 
in the financial statements of economic entities in RS, and 17.50% of respondents fully agree 
with this statement. Respondents, 19.30% accepted the option "I'm not sure", which shows that 
they are not sufficiently familiar with the area, so they can’t give a more precise opinion. While 
only 1.80% of respondents voted for the option "I do not agree" with the given statement. 
The results of the research show that a large number of respondents are of the opinion that the 
introduction of forensic audit in the control of financial statements would achieve greater 
objectivity, transparency and accuracy of data presented in financial statements, and greater 
responsibility and professionalism, the ability to inform the business owner about irregularities. 
, if any, better decision making and increased quality in the accounting and financial part of the 
business. According to the results of the research, about 53.00% of respondents are of the 
opinion that one of the goals of the introduction of forensic accounting and forensic audit is 
insight into the financial indicators of the organization. 

CONCLUSION 

The introduction of forensic auditing as a profession is an effective measure to prevent and 
detect errors, fraud and manipulation in the financial statements of companies and to achieve 
greater trust of the public and users of financial statements. The practice of financial reporting 
is largely burdened by the application of unauthorized accounting techniques with the aim of 
styling financial positions in accordance with the interests of the accountant / manager / owner 
of the reporting entity. The importance of forensic audit increases with the fact that financial 

Insight into the financial 
performance of the organization 

1.75% 8.78% 15.79% 52.63% 21.05% 

Business process improvement 5.26% 3.51% 15.79% 50.88% 24.56% 
Other 7.02% 3.51% 50.88% 21.05% 17.54% 

Option Number of respondents % of respondents 
I do not agree at all 0 0.00% 
I do not agree 1 1.80% 

I'm insecure 11 19.30% 

I agree 35 61.40% 

I totally agree 10 17.50% 

Total: 57 100.00% 
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manipulations are increasing constantly. The role of forensic audit is reflected in the detection 
of criminal acts in the financial statements of clients, regardless of the size of its materiality, 
or the degree of its impact on the truthfulness and objectivity of financial statements. In order 
for it to fully fulfill its role, the forensic auditor should identify and appoint the perpetrator of 
the criminal act, determine the time and place of execution, calculate and state the material 
damage caused by the criminal act and, finally, describe the manner of its execution. To assist 
in the process of identifying suspects and criminals, forensic auditors use physical evidence, 
witness evidence, documented evidence, and demonstrative evidence. The symptoms of fraud 
are investigated by analyzing documents and documents related to 
financial statements. Reports are the basis for making business and financial decisions. Finally, 
it should be emphasized that knowledge of emerging forms of falsification of financial 
statements is necessary for all users (banks, investors, business partners and financial 
institutions) as well as control/inspection bodies in order to be able to identify and disclose 
these procedures in financial statements, all with the aim of more efficient financial reporting 
and preventing accounting manipulations.  

REFERENCES 

1. Ala Jaber Matarneh, Usama Abdul Moneim and Munther Al-Nimer. 2015.
“The Intellectual Convergence between the Forensic Audit and the External Auditor
towards the Professionalism in Jordan.” International Journal of Business and
Management. 10 (11): 138-148. Accessed April 06. 2021. doi: 10.5539/ ijbm.v10n11p138.

2. Bologna, Jack and Lindquist, Robert . 2006 . Fraud Auditing and Forensic
Accounting. New Jersey: John Wiley & Sons, Inc.

3. Zachariah, Peter and Masoyi, Aliyu Dadi and Ebong, Ernest Inyang
and Ogere, Gabriel Abba. 2014. Application of Forensic Auditing in Reduding Fraud Cases
in Nigeria Money Deposit Banks. Global Journals Inc. 14 (3): 14- 21.

4. Crumbley, Larry. 2001. "Forensic Accounting: Older Than You Think." Journal of
Forensic Accounting. 2: 181-202.

5. Dada, Samuel and Owolabi, Sunday Ajao and Okwu, Andy. 2013. “Forensic accounting a
panacea to alleviation of fraudulent practices in Nigeria.” International Journal of
Business, Management and Economic Research.   4 (5): 787-792.

6. DiGabriele, James. 2009. "Implications of regulatory prescriptions and audit standards on
the evolution of forensic a counting in the audit process." Journal of Applied Accounting
Research (10) 2: 109-121. Accessed April 12, 2021. http://www.emeraldinsight.com/

7. DiGabriele, James and Huber, Dennis 2013. “Topics and Methods in Forensic
Accounting Research.” Accounting Research Journal. 28 (1): 98-114.

8. Enofe, Augustine and Omagbon, Patrick. 2015. “Forensic audit and corporate
fraud.” International Journal of Economics and Business Management. 1 (7): 1-11.

9. Eme, Joel Efiong. 2011. „ Forensic Accounting Education: An Exploration of Level of
Awareness in Developing Economies - Nigeria as a Case Study. “International Journal of
Business and Management. 7 (4): 26-34. doi: 10.5539 / ijbm.v7n4p26 .  Acccessed April
09, 2021.http://www.ccsenet.org/journal/index.php/ijbm/article/view/13033

10. Grujic-Kalakan, Miroslava. 2012. “Forensic audit in the function of detecting criminal
acts”. Financing. 02 (12): 31-38.

11. Huber, Dennis. 2012. “Is Forensic Accounting in the United States Becoming a
Profession?. “Journal of Forensic & Investigative Accounting. 4 (1): 255-
284. Accessed April 12, 2021. http://ssrn.com/abstract=2041755

12. Nunn, Les and McGuire, Brian and Whitcomb, Carrie and Jost, Eric. 2006. Forensic
Accountants: Financial Investigators. Journal of Business & Economics Research. 4
(2): 01-06.



Vuković Perduv Vedrana, Babić Zoran, Vranić Ivanka, Ćeklić Jelena, Ćeklić Blaž

76

13. Owojori, Asaolu. 2009. "The role of forensic accounting in solving the vexed problem of
the corporate world". European journal of scientific research. 29 (2): 183-187.

14. Peterson, Ozili. 2015. “Forensic accounting and fraud A review of literature and policy
implications”. International Journal of Accounting and Economics Studies. 3 (1): 63-
68. doi: 10.14419/ijaes.v3i1.4541. Accessed April 12, 2021. https://mpra.ub.uni-
muenchen.de/77236/1/MPRA_paper_77236.pdf

15. Petkovic, Aleksandar. 2010. Forensic Audit - Criminal Actions in Financial
Statements. Proletarian: Becej.

16. Stevenson, Smith and Crumbley, Larry. 2009. “Defining a Forensic Audit”. The Journal
of Digital Forensic, Security and Law. 4 (1): 61-79.

17. Tusek, Boris and Ana Klikovac. 2013. ''Analysis of possible models of forensic audit in the
Republic of Croatia.'' Economic review. 64 (2): 101–122.

18. Vukoja, Bozo. 2012. " The Importance of Forensic Accounting and Auditing for the
Reliability of Financial Statements in BiH." Financing. 3 (2); 38-44.

19. Vukadinović, Predrag and Damnjanović, Aleksandar. 2016. “Forensic Audit: Need or
Choice?” Auditor. 18 (73): 53-71.

20. Vukovic Perduv, Vedrana and Ceklic, Jelena and Ceklic, Blaz. 2018. “The role of forensic
accounting in corporate governance”. Business studies. 10 (19-20): 105-117.


