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Accounts payable, 58–59, 62

Accounts receivable, 61, 65, 104,

105

Adjustments, 61, 81, 154

Allowance (See Reserve

accounts)

Analytical procedures (See Ratio

analysis)

Analytical review (See Ratio

analysis)

Anonymous reporting

mechanism (See Hotline)

Asset misappropriation, 72–84

Assets, 104, 153, 176

Assurance, 113, 116

Attitude, 35–36, 41

Attorney, 67, 131

Audit, 15–17, 66, 83, 111–117,

123 126–127, 150,

152–153, 156

Auditor, 67, 112, 130, 150,

193–194, 197

Authority, lines of, 54–55

Authorization, 55–56, 91, 154,

155–156

Background check, 27, 51

Banks, 67–68

Benchmarks, 65

Bid Rigging, 86, 88

Bids, 90–91

Billing schemes, 76

Board of directors, 131, 193

Brainstorming, 115

Bribery, 84–93

201

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Capital (See Working capital)

Capitalization, 59–60, 102, 104

Cash

disbursements, 62, 76–78,

82

flow, 65

larceny, 73, 75–76

receipts, 60–61, 73–76

schemes, 72–78

skimming,73–75

Check

fraud, 73

manual, 125

sequence, 125

tampering, 76

Civil action, 141

Collection, 61

Collusion, 14, 49, 80, 83, 86–87,

96–97

Competition, 63

Computer forensics, 132

Conduct, code of. 42 (See also

Ethics, code of)

Confidentiality, 135, 175

Confirmation, 83

Conflict of interest, 85, 87, 93,

175

Conspiracy, 91

Contract, 86

Controls (See Internal controls)

Copyright, 85

Corruption, 84–93

Credentials, 186

Cressey, Donald, 9–10

Criminal prosecution, 18,

141–142

Crisis, 54

Culture, 49, 173–174 (See also

Ethics)

Deadline, 68

Debt, 31–32, 64

Detection, fraud, 15–16

Deterrance, 18, 126

Disbursement (See Cash

disbursement)

Discipline, 8, 53, 129, 132, 142,

177

Disclosure, 97

Dishonesty, 36

Document

alteration, 8

examination, 82, 138

management, 134–135

red flags, 58, 90

Dunlap, Al 99–100
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Earnings management, 99–100

Ebbers, Bernie, 42

Education, 50, 160–162, 172

(See also Training)

Electronic transactions, 89

Embezzlement, 6

Employee

assistance program, 183

monitoring, 51

screening, 185

training, 50, 52

turnover, 54

Enforcement, 51

Enron, 66, 191

Entertainment, 176

Errors, 58, 98

Espionage, 85

Estimate, 105–106

Ethics, 49–50, 176

Ethics, code of, 36, 52, 129,

174–178 (See also

Conduct, code of)

Ethics policy (See Ethics,

code of)

Evaluation, 168

Evidence, 136–137

concealing, 8, 98

destroying, 8, 98

Executive, 28–30, 31–33, 40–43,

49, 96, 123, 130–131,

171–172, 178–180

External audit (See Audit)

Extortion, 84–85

Expense, 59–60, 62, 65, 104

Underreporting, 63, 102–103

Fiduciary duty, 87

Financial statement fraud, 43,

95–119

First Merchants Acceptance

Corp., 106

Footnote, 108

Forensic accountant, 126,

130–131, 133–134

Forged endorsement, 76, 82

Fraud

awareness, 160, 172–173

definition, 7

detection, 15–16, 39, 79–81,

88–91, 115, 122–126

discovery, 15, 122–123

employee, 6

examination, 117, 126–127

examiner, 126, 130–131,

133–134

indicators (See Red flags)
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Fraud (continued )

internal, 6

investigation, 117, 126–142

legal elements, 7

losses, 1, 4, 14, 28–30, 72, 96,

148, 157

occupational, 6

prevention, 21, 82–84, 91–93,

117, 147–169

risk, 164–167

tip, 14–16, 122, 124,

127, 157

triangle, 9–13

Gender, 28

Generally Accepted Accounting

Principles, 97

Generally Accepted Auditing

Standards, 114–115

Ghost employees, 78

Gifts, 87, 92, 175

Gratuity, illegal, 84

Greed, 41, 191

Habit, work, 36–40

Hotline, 14–15, 150–152, 157,

167, 180–182

Human resources, 132

Immaterial, 110

Insurance, 136, 184

Intellectual property, 85–86

Intent, 8–9, 98–99

Internal audit, 15, 123

Internal controls, 15, 21, 51,

56–57, 116–117, 123,

129, 148–153, 163, 167–

168

Intuition, investigative,

126–127

Inventory, 65, 68, 79, 105, 156

Investigation, 17, 163–164

obstruction of, 8

scope, 135–136

team, 130–133

Job rotation, 49, 92, 183

Kickback, 85, 87

Lapping, 75, 76

Larceny (See Cash larceny)

Law enforcement, 132–133,

141

Legal action, 140–141

Liabilities, 104–105

Lifestyle, 31
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Litigation, 131, 140–141

Management, 52–53

senior (See Executive)

upper (See Executive)

Manager, 39

Manual check (See Check,

manual)

Material, 7, 17, 108–109

Materiality, 110–111, 127

Misrepresentation, 108–109

Misstatement, 98, 113

Monitoring, 79–80, 82, 158

Morale, 53–54

Motivation, 10–11, 13,

53–54

Non-cash fraud, 79

Nondisclosure, 97

Nonrecurring, 107

Note (See Footnote)

Obsolescence, inventory, 105

Obstruction, 8

Occupational fraud, 6

Off-books scheme, 88–89

Omission, 108–019

Opportunity, 12–13

Overpayment, 78

Override, 92

Oversight (See Supervision)

Overstatement, 100–102, 104

Paper trail, 89

Patent, 86

Pay-and-return, 78

Payment, 125

Payables (See Accounts payable)

Payroll scheme, 78

Performance

financial 62–66

job, 37

Personal expense, 76–77

Personal problem, 33–34, 38

Personnel, 51–54, 138

Piracy, 85

Police (See Law enforcement)

Policy, 61, 92, 167

investigative, 127–130

Prevention. See Fraud

prevention.

Price fixing (See Bid rigging)

Procurement fraud, 86–88

Professional service providers,

67–68

Prosecution (See Criminal

prosecution)
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Public records, 139

Punishment, 18

Purchasing, 83

agent, 85, 87

manager, 78

Ratio analysis, 59, 64–65, 137

Rationalization, 12–13, 20,

36–38

Receipts (See Cash receipts)

Reconciliation of accounts,

56–57, 59, 127–128, 156

Records

accounting, 57–58, 154

personnel, 52

Red flags, 127–128

accounting system, 57–62

bribery, 89

corruption, 89

evaluating, 163

documentation, 58, 90

financial performance, 62–66

operational, 54–56

personal, 30–40

personnel, 51–54

professional services, 67–68

structural, 48–51

Related party, 90

Relationship, 42, 49, 53, 90, 175

Report, 139–140, 163–164

Requirement, 90

Reserve account, 61, 99–100,

103, 105–106

Revenue, 65, 100–102

Revenue recognition, 66, 101

Risk (See Fraud risk)

Rules, accounting, 59, 107–108,

109

Safeguards 153

Sales, recording, 100–101

Sampling, 113

Sarbanes-Oxley Act of 2002,

150–151, 180, 192–197

SAS 82, 115–116

SAS 99, 115–116, 152

Securities and Exchange

Commission, 97

Security,

data, 123

physical, 50, 79, 83

Segregation of duties, 55, 60–61,

80, 82, 93, 153–155

Shell company, 77–78, 80

Shrinkage, 81
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Skepticism, 115

Skimming (See Cash skimming)

Software, 81

Staffing, 52

Standards for Auditing and

Review Services, 114–

115

Statement, false, 8

Statements on Auditing

Standards, 114–115

Stock price, 191

Subordinate, 39

Substitution of goods, 88

Sunbeam, 99–100

Supervision, 61, 92, 135

Theft, employee, 6

Timing, 90

Tip. See Fraud tip.

Tone at the top, 178–180

Trade secret, 85

Training, 50, 52, 160–161,

172–173 (See also

Education)

Transaction, 60

Turnover, 54

Trust, 19–20, 48–49

Underreporting (See

Understatement)

Understatement, 102–103,

104–105

Vacation, 38, 183

Variance, 59

Vendor, 62, 76, 85, 86–88,

124

Verification, 83

Void, 61, 80, 125

Warranty, 105

Waste Management, 103

Whistleblower, 150–151

WorldCom, 42, 63–64

Write-down, 103, 104

Write-off, 61, 75, 79,

80–81

Working capital, 64
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