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INDEX
A false shipments, 257-259, 258e Automated timekeeping systems,
Absconders, offender type, 13, case study, 259-263 220-221
14-15 fraud Automatic check-signing
Abuse analytical review, usage, 267-268 mechanisms, 128-129
dening, 4-6 detection, 266269 Average days inventory in stock,

meaning, amorphousness, 5
Abusive conduct, dening, 401-402
Accomplice, check payment, 127
Accounting

charges, improper disclosure

involvement, 371, 373

equation, 50

estimates, review, 385

principles, impact, 384

records, discrepancies, 386

system, usage (fraud), 329-330
Accounts

analysis, cut-off statements

(usage), 149

balances, writing off, 88

entries, falseness, 87-88

monitoring, failure, 140-141

receivable, 265

improper asset valuation
category, 374, 375-376
Accrual accounting, cash accounting
(contrast), 51-52
Age, theft (correlation), 22
Albrecht, W. Steve, 16-19

study, 17-18

Allowances, recording (problems),
370-371
Altered checks

conversion, 136

fraudster preparation, 135-159

preparation, 133, 135

tacking on, 135
Altered inventory records, 265
Altered payees, 119

designation, 8283

schemes, 133-136

owchart, 134e

payee designation, 146
Altered receipts, 233-234
Altered sales, 222-223
Analytical review, usage, 267-268

increase, 406, 407-408
Antifraud controls, frequency, 39¢
Antitrust, competition (relationship),

416417
Arrangement, evidence, 360, 364
Ascribed obligations, violation, 8, 9
Assets, 56, 243

case study, 244-246

denition, 48-49

fair value, 332

freezing, 346347
misappropriation
misstatements, 380
noncash schemes, 247¢
misclassication, 378
misrepresentation, 377
misuse, 251-252
requisitions/transfers, 252, 255-256
theft, 252-259
turnover, 391, 394-395
understanding, 378
uniqueness, 314
valuation, impropriety, 359,
374-379
red ags, 379
write-off, 266
Assets, misappropriatiors, 41
concealment, 55
hierarchy, 47
impact, 49-52
Assignment rotaven, 113-114
Association.of Certied Fraud
Exuminers (ACFE),
cccupational fraud study,
25-26
Audi committees
auditor reports, 342
composition, 341
nancial expert, dening, 341
independence, standards, 340-341
responsibilities, 340-341
Auditing procedures, predictability,
384
Auditor
independence, standards, 341-343
information, ongoing questioning,
381
Audits
evidence, evaluation (SAS 99),
380, 386-387
inuence, 343
partner rotation, requirement, 342
plan, analytical procedures
(results), 382
program, 268-269
Authorized maker schemes, 119,
137-141
owchart, 139¢
Automated Clearing House (ACH)
debits, 119
payments, 153
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391,394

B
Balance sheet, income statement
(relationship), 50-51
Bank accounts, 421
Bank-assisted controls, 151-152
Bank conrmations, 150
Bank reconciliations, 149-150
Banla apiey, loopholes, 347
Buw! =ecurity services, 154-155
Bank statement, fraudster
reconciliation, 142143
Bid acceptance, 303
Bid pooling, 295
Bid-rigging, fraudster usage, 314
Bid-rigging schemes, 287, 291-296
case study, 296-300
owchart, 292¢
presolicitation phase, 293-294
solicitation phase, 294-296
submission phase, 296
Bid solicitation, 302-303
Billing schemes, 119, 177
case study, 178-181
data, 181-184
detection, 183, 183e, 202-204
dollar loss distribution, 183¢
median loss, perpetrators (impact),
184e
perpetrators, 184, 184¢
prevention, 204
victims, 184
size, 185¢
Blank checks, usage, 136
Blank receipts, vendor collection,
236
Bogus supporting documents,
148-149
Bonuses, disgorgement,
347
Books of account, 53-55
asset misappropriations, impact,
49-58
Bribery, 275
allegations, 279-281
case study, 276278
prevention policy, 303-304
recipient, behavior prole,
303
schemes, 286296
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Bribery (Continued)
conict of interest schemes,
comparison, 312
detection, 301-303
prevention, 303-305
Business
combinations, improper asset
valuation category, 374, 376
diversions, 316
entertainment, expense, 232
meetings, usage, 304-305,
418-419
performance, senior management
overstatement/
understatement, 329
rationale, evaluation, 385-386
Business reversals, 8, 9-10

C
Capital expenditures, expensing, 370
Capitalized expenses, concealment
method, 369, 370-371
Cash
accounting, accrual accounting
(contrast), 51-52
accounts, 421
analysis, 113
advances, examination, 151
check payment, 127
counts, alteration, 104
generation schemes, 186
physical security, 114
removal, 63
schemes, 111
noncash schemes, contrast,
247e
Cash larceny
case study, 94-96
data, 97-101
deposit, 106-108
owchart, 105¢
hierarchy, 93
Cash larceny schemes
company deposit, theft, 107--108
detection, 98, 98¢, 111
dollar loss distribution, 98¢
median loss, 99¢
perpetrators, 98-99, 99¢
victims, 100-101, 100e
Cash misappropriations
frequency, 65¢
median loss, 97¢
Cash receipts
analysis, 111
process, analysis, 111-112
schemes, 96
Certied fraud examiner (CFE), 17
Channel stufng, 365-366
Charge accounts, 201-202
Check alteration
conversion, 136
fraudster preparation, 135-136
blank checks, usage, 136
preparation, 133-135
Check conversion, 129

INDEX

control, 90
detection, 89
Check-for-currency substitutions, 83
Checking account, money (removal),
86
Checks
control (overriding), intimidation
(usage), 139-140
delivery
employee involvement, 131
rerouting, 132133
detection, 149-151
disbursement controls, 151
dual endorsements, 81-82
false company accounts, 82
graphic, 124e
interception, 129, 131-133
new payee, insertion, 133, 135
obtaining, 124-126
payee designation, 126—127
alteration, 82—83
physical tampering, prevention, 152
prevention, 151-153
realteration, 146147
requests, submission, 188—189
schemes, concealment, 118, 137
owchart, 138e
theft, control procedures, 152—153
Checks, thefts, 64
case study, 76-79
conversion, 81-83
mail, usage, 74-76
Check tampering
case study, 116-11¢
data, 119-12Z2
frequency/cost, 119-120
red ags - 120-151
Check tainpering schemes
concealment schemes, 142
Getection, 121e
dollar loss distribution, 120e
perpetrators, 121, 122¢
victims, 121-123
victims, size, 123¢
median loss, 123e
Chemical voids, 152
Chief executive ofcers (CEOs)/Chief
Financial Ofcers (CFOs),
certication obligations,
338-340
Chrome coloring, 152
Civil certications (Section 302),
339-340
Civil liability whistleblower
protection, 345
Clark, John P., 19
Hollinger-Clark study, 19
Classied national security
information, 421
Code of Business Ethics/Conduct,
sample, 415
Collateral, foreclosure, 326
Collectibility, assurance, 360, 364,
365
Collection procedures, problems, 72
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Collection ratio, 391, 393
Collusion, 189-190, 219
Commissions, 238
Commission schemes, 212, 221-223
owchart, 222¢
Communications, privacy, 420421
Company accounts, personal
purchases, 200202
Company assets, 421422
transactions, 421-422
Company bank deposit, cash
(employee theft), 108-110
Company business, conduct, 423
Company checks, employee access,
124-126
absence, 126
Company credit cards, provision, 422
Company funds, usage, 196202
Company policy, deviance control,
23
Competition, antitrust (relationship),
416417
Compliance letter, 425
Comt reliznsive Crime Control Act
(1984), 409
Coraputer-generated trend analysis,
268
Computers, asset value, 422
Concealed check schemes, 119, 137
owchart, 138¢
Concealed liabilities/expenses, 359,
368-371
red ags, 371
Concealment, 141-143
case study, 143-146
Condential information, 420421
Conicts of interest, 281-282, 307,
417-421
case study, 307-311
detection, 318-319
owchart, 313¢
occurrence, 311
prevention, 319
provisions, 342
questionnaire, 425
schemes
bribery schemes, comparison,
312
case study, 317-318
Conservatism, GAAP standard,
331-332
““‘Consideration of Fraud in a
Financial Statement Audit”’
(SAS 99), 379-395
Consistency, GAAP standard, 331,
333-334
Contracts
acceptance, 303
red ag, 325
Control
employee perception, 24
management override, risk, 385
overriding, intimidation (usage),
139-140
problems, 140141
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Conversion, legal sense, 3
Corporate cops, 16—-17
Corporate sentencing guidelines,
409-411
Corporate whistleblowers, Sarbanes-
Oxley protection, 344-345
Corrupt, term (denition), 278
Corruption, 41
classications, 281-282
Corruption data, 282-286
frequency/cost, 282
Corruption schemes
detection, 283284, 285¢
dollar loss distribution, 284e
frequency, 284e
median loss, perpetrator (impact),
286e
perpetrators, 284285, 285¢
types, 283
victims, 285-286
victims, size, 286¢
Cost, GAAP standard, 331, 332-333
Cost of sales, analysis, 112
Counterfeit checks, 150
Courtesy discounts, 105
Credit cards
personal purchases, 200-202
refunds, 167
Credits, omission, 57-58
Cressey, Donald R., 7-16
conclusion, 15-16
hypothesis, 7-8
nonsharable problems, 810
division, 8
personal experience, 10—12
sociological factors, 12—15
Crime actions, explanations, 13
Crime & Human Nature: The
Denitive Study of the Causes
of Crime,me & Human
Nature: The Denitive Study of.
the Causes of Crime, 67
Criminal certications (Section 261),
339
Criminal sanction whistleblower
protection, 345
Currency, theft, 102
Current ratio, 391
Custody procedures, 220
Customers
complaints, 151
payments, lapping, 84-87
relationship, 419-420
Cut-off statements, usage, 149

D
Debit accounts, problems, 87-88
Debt-to-equity ratio, 391, 394
Delivery, occurrence, 360, 364-365
Deposit

function, mistake, 107

lapping, 108

slip, bank copy (reconciliation),

107

Deposit, cash larceny, 106-108

Index

Deposit in transit (d.i.t.), 108
Detection, 89-90
Deterring Fraud: The Internal
Auditor’s Perspectiveerring
Fraud: The Internal Auditor’s
Perspective (Howe/Romney),
17
Deviance
control, company policy (usage),
23
job satisfaction, relationship,
22-23
organizational controls,
relationship, 2324
Deviant behavior, categories,
19-20
Differential association, theory, 6
Disbursements, 173
journal, false information entry,
147
Discipline, 424-425
Disclosures, impropriety, 359,
371-374
red ags, 374-375
Discounts, 418
employee acceptance, 304
Documents
destruction, 346
falsication, 198-199
Dollar amounts, maximum
(establishment), 15
Dual endorsements, 89 150
Duplicate checks, 120
Duties, segregaticn, '13

E
Economic exuortion, 281-282, 302
Electron:s payments
freua
internal controls, 153-154
prevention/detection, 153—155
tampering, 153
Embezzlement, fraud type, 3
Embezzler, action, 3
Employees
approval authority, 289
checks, payment, 150
concerns, 22
conduct, 423-425
crimes, camouage, 102
denition, 2
deviance, 19-22
education, 406
expenses, overstatement, 234
duciary capacity, violation, 3
duciary duties, violation, 2
nancial statement fraud, 328
pay rates, 221
theft, hypotheses, 19-24
violations, reporting, 424
Employer-employee relations, 8, 10
Entertainment, conict of interest,
417-419
Entity
assets misappropriation, 381
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programs/controls evaluation, risk
assessment (SAS 99), 380,
383
Erasable ink, usage, 135-136
Ethics, 411-413
denition, 411
Executives, personal loan
prohibitions, 343
Existing/ctitious accounts, debiting,
88
Exit interviews, review, 319
Expense reimbursements, 422
data, 226-230
frequency/cost, 226227
review, detail, 239
Expense reimbursement schemes,
119, 205, 230-237
case study, 206208
detection, 227-228, 228e,
238-239
dollar reimbursement schemes,
227e
median loss
eniployee number, 230e
perpetrator position, 229¢
perpetrators, 228-229
prevention, 241-242
victims, 229-230
Expenses, 56
accounts, review/analysis,
238-239
claiming, 236-237
concealment, 359, 368-371
red ags, 371
mischaracterization, 230-232
owchart, 233e
omissions, concealment method,
369
overstatement, 230
orders, 234
recording, period inaccuracy, 366
revenues, matching, 362-363

F
Fair competition, 416
Fair value, 332
Fake sales, 255
False account entries, 87-88
False billing, 187¢
False company accounts, 82
False debits, 55-56
False discounts, 73
False documents, reliance, 189
False entries, 147
False expense report, impact, 232
False invoices, submission, 188
False invoicing, usage, 196200
False payment vouchers, production,
149

False purchase requisitions, 199-200
False refunds, 158, 165-167

case study, 167-170

owchart, 166e

prevention, 174-175
False shipments, 252
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False voids, 158, 171
owchart, 172¢
prevention, 174—175
Falsied hours, 212, 217-221
owchart, 218¢
Falsied salary, 217-221
owchart, 218e
Fictitious accounts receivable, 376
Fictitious expenses, 230
owchart, 235¢
schemes, 234-237
Fictitious inventory (phantom
inventory), usage, 375
Fictitious receipts, production,
235-236
Fictitious refunds, 165-166
detection, 174
Fictitious revenues, 359-362
red ags, 362
Fictitious sales, 221, 265
entry, creation, 360
Fictitious suppliers, 295
Fiduciary, denition, 3
Financial disclosures, 316-317
requirements, enhancement,
343-344
Financial expert, dening, 341
Financial ratios, 391
interpretation, 391-395
Financial records, organization, 5253
Financial statement fraud, 327-330
case study, 396400
committing, pressures/opportunity
(reduction), 395-396
data, 347-352
detection, 349-350
frequency/cost, 347-348
lower-level employee
commitment, 328
methods, 359
mid-level employee commitment,
328
organized criminals, impact, 226
prevention, 395-396
process, 329-330
rationalization, reduction, 396
reasons, 328-329
senior management commitment,
328
Financial statement fraud schemes
category, 349¢
detection, 349-350, 350e
dollar loss distribution, 349¢
perpetrators, 350-351
types, 348-349
Financial statements
analysis, 389-395
decision-making process, nancial
information (role), 335¢
responsibility, 334
types, 335-336
users, 335
Fixed assets, improper asset
valuation category, 374,
377-378

INDEX

Forced balances, 56
Foreign Corrupt Practices Act
(FCPA), 417
Forged endorsements, 118
schemes, 129-133, 130¢
Forged maker schemes, 118,
123-129
owcharts, 125¢
Fraud
age, impact, 29-30
auditor consideration,
documentation (SAS 99),
380, 388
collusion, impact, 32
concealment, 84-89
controls, impact, 405-406
dening, 24
description/characteristics (SAS
99), 379
detection, perception, 406
deterrence, understanding,
405-409
education, impact, 31
elements, 3
gender, impact, 28-29
initial detection, 3940
management concealment/
perpetuation, 381
perpetrators, 2834
position, impact, 28
prevention, 90-91
risk factors, consideratior, 382
risk recognition, 3£6—87
scale, 18-19, 15¢
shrinkage, 26
tenure, impact, 54
tree, oceuvadional fraud categories,

b,
'S

triangie, 8¢
wst violator technical skills,
12-13
Eraud Examiner’s Manualud
Examiner’s Manual (ACFE),
412
Fraudsters
approval authority, absence, 290
bid-rigging usage, 314
Fraudulent checks
coding, 147-148
concealment, 147148
fraudster concealment, 147
miscoding, 129
Fraudulent disbursement
frequency, 120e, 161e, 182¢, 209¢,
226e
median loss, 120e, 162¢, 182e,
209¢e
schemes, 96
Fraudulent nancial statement
schemes, 353
case study, 354-358
category, 349¢
detection, 349-350, 350e,
379-395
dollar loss distribution, 349¢
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median loss, 352¢
perpetrators, 350-351, 350e
types, 348
victims, 351-352
Fraudulent invoices, self-approval,
188-189
Fraudulent statements, 323
Freehand forgery, 128
Full disclosure, GAAP standard, 331,
334
Future payoffs, 333

G
Generally accepted accounting
principles (GAAP), 330-334
standards, 331-334
Ghost employees, 213-217
owchart, 213¢
schemes, 212
Ghost paycheck, issuance, 216
Gifts, 304
conict of interest, 417-419
denition, 417418
renarting, 304, 418
Globa' Fraud Survey (2009), 26-28
aze, cases, 3le
antifraud controls, frequency, 39¢
asset misappropriation, noncash
cases, 247¢
billing scheme
data, 182-184
detection, 183¢
dollar loss distribution, 183¢
frequency/cost, 182
median loss, perpetrators
(impact), 184e
perpetrators, 184e
victim size, 185¢
cases, 28e, 30e
cash larceny, 96-101
cash larceny schemes
detection, 98-99, 99¢
dollar loss distribution, 98¢
median loss, 99¢
victims, 100101, 100e
cash misappropriations
frequency, 65¢, 97¢
median loss, 65¢, 97¢
cash schemes, noncash schemes
(contrast), 64e, 247¢
categories, 348¢
check tampering, 119-120
check tampering schemes
detection, 121e
dollar loss distribution, 120e
perpetrators, 121, 122¢
victim size, 123¢
corruption data, 282-286
corruption schemes
detection, 285¢
frequency, 284¢
median loss, 286¢, 287¢
perpetrators, 285¢
victims, size, 286¢
criminal history cases, 36e
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education cases, 32¢
employees, cases, 38¢
expense reimbursement data,
226-230
expense reimbursement scheme
detection, 228¢
median loss, employee number,
230e
median loss, perpetrator
position, 229¢
perpetrators, 228e
victim size, 229¢
frauds, initial detection, 41e
fraudulent disbursements
frequency, 120e, 161e, 182e,
209¢e
median loss, 120e, 162¢, 182e,
209e, 226e
fraudulent nancial statement
data, 347-352
schemes, 348-352
frequency/cost, 97
gender, cases (percentage), 30e
human factor, impact, 403—405
losses, 27
median loss, 29¢-31e, 33e, 34¢
antifraud measures, impact, 40e
employee cases, 38e
fraud categories, 283e
noncash misappropriation data,
246-250
noncash schemes, dollar loss
distribution, 247¢
noncash theft schemes
perpetrators, 248, 249¢
victims, size, 250e
noncash theft schemes, detection,
248, 249¢
occupational fraud categories, 42e
organization type, 37¢
participation, 402—403
payroll schemes
data, 209-212
detection, 210e
dollar loss distribution, 2i9e
median loss, victim size
(impact), 212e
perpetrators, 210-211, 211e
victims, 211-212
victims, size, 212e
perpetrator cases, 33e
register disbursement data,
161-164
register disbursement schemes
detection, 163e
dollar loss distribution, 163e
median loss, perpetrators
(impact), 164e
median loss, size (impact), 165¢
perpetrators, 163¢
victim size, 164e
skimming data, 63—68
skimming schemes, dollar loss
distribution, 65¢
tenure cases, 35¢

Index

Going concern, GAAP standard, 331,
332

Goods, purchases (alteration), 190

Greatest good, 411412

Greed, impact, 403

H
High-resolution microprinting, 152
Hollinger, Richard C., 19-25
Hollinger-Clark study, 19
Hollinger-Clark production deviance,
2le
Hollinger-Clark property deviance,
20e
Holographic safety border, 152
Horizontal percentage analysis, 389,
390-391
example, 390e
Howe, Keith, 17
Hypotheses of employee theft, 19-24

1
Illegal gratuities, 281-282, 301
Imperative principle, 411
Improper asset valuation, 359,
374-379
categories, 374-378
red ags, 379
Improper disclosures, 359, 371 —5%4
red ags, 373-374
Imputed liability, 410
Income statement
balance sheet, relatioaship, 50-51
example, 363¢
Incoming cash, 101-105
Incoming checks, theft (owchart), 75¢
Incomiry shipments, falsication, 257
Indenctic=nt businessman, offender
wype, 13
luaependent payroll distribution, 237
la-kind wages, impact, 404
Insider trading, restrictions, 344
Intangible assets, 48
misappropriation, 271-272
Intercepted checks, 129
reissuance, 148
Internal controls
auditor attestation, 343
management assessment, 340
Internal fraud, 192-195
Inventory, 243
accounting, two-step process, 173
case study, 244-246
concealment, 264-266
control (establishment), audit
program (usage), 268269
documentation, 270
duties, segregation, 270
false shipments, 257-259, 258e
case study, 259-264
fraud
analytical review, usage,
267-268
detection, 266269
prevention, 269-270
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independent checks, 270
matrix, sample, 267¢
misuse, 251-252
costs, 251-252
overstatement method, 375
physical safeguards, 270
purchasing, 196
quantities, 384-385
records, alteration, 265
shrinkage, concealment, 265-266
theft, 252-259
turnover, 391, 393-394
write-off, 266
Inventory padding, 88—-89
Inventory valuation, improper asset
valuation category, 374-375
Invoices
fraudster, authorizer role, 196198
purchasing schemes, owchart,
197¢
Invoicing, shell companies (usage),
186-191

J
Tch loyalty, impact, 11-12
To) satisfaction, deviance
(relationship), 22-23
Journal entries
creation, 53-54, 361
examination, 385
review, 89-90

K
Kickbacks, 287
payments, 291
schemes, 287-291
owchart, 288e

L
Lapping, 84-87, 108
schemes, intricacy, 85
Larceny
denition, 4
prevention, 113-114
schemes, 110-111, 252-255
employee concealment,
103
Larceny by fraud or deception,
meaning, 4
Laws, compliance, 416417
Liabilities
concealment, 359, 368-371
red ags, 371
omissions, 371-372
concealment method, 369
Limited value purchase orders
(LPOs), usage, 198
Long-term contracts, revenue
recognition problem, 365
Long-term violators, offender type,
13,14
Lower-level employees, nancial
statement fraud, 328
Lower of cost or market value rule,
374
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M
Mail fraud, 346
Maker schemes, authorization, 119,
137-141
owchart, 139¢
Management estimates, comparison,
385
Management fraud
communication (SAS 99), 380,
388
improper disclosure involvement,
371,372
Mandatory vacations, 113-114
Manually prepared time cards,
217-220
Matching, GAAP standard, 331
Materiality, GAAP standard, 331
Material misstatement
accounting estimates, review, 385
engagement personnel discussion
(SAS 99), 379
evidence, adjustments, 385
risk evaluation, 387
risk identication, information
collection (SAS 99), 379,
381-383
risk responses, 384
Merchandise return, cash
reimbursement, 202
Microline printing, 152
Mid-level employees, nancial
statement fraud, 328
Misappropriation, denition, 48
Mischaracterized expenses, 230-232
owchart, 233e
Missing checks, 150
Misstatements
responses, 387
types, 380
Money, movement (tracking), 86
Motivators, classication, 17
Multiple reimbursements, 230, 237

N
Need recognition schemes, 293
Net realizable value, 333
New payee, insertion, 133, 135
Nonaccomplice vendors
invoices, overbilling, 191
invoicing, 191-192
case study, 192-195
Nonassets costs, capitalization, 378
Nonaudit activity, restrictions,
341-342
Nonbusiness hours, skimming, 71
Noncash assets, theft (types), 247,
248
Noncash larceny, owchart, 253e
Noncash misappropriation data,
246-249
frequency/cost, 246
Noncash schemes
cash schemes, contrast, 64e, 247¢
dollar loss distribution, 247¢
Noncash theft schemes

INDEX

detection, 249e¢, 249
median loss, perpetrator (impact),
250e
perpetrators, 249, 249¢
victims, 250
size, 250e
Noncompetitive procurement
justications (sole-source
justications), 294
Noncriminal action, perception, 13
Nonsharable problems, 8-10
division, 8

o
Objective evidence, 331, 333
Occupational fraud
categories, 41, 42¢
costs, measurement, 2627
detection/prevention, 39-40
factors, 18
Occupational fraud/abuse, 401
dening, 2-6
hierarchy, 1
level, measurement, 402-405
research, 6
Off-balance-sheet transactions, 343
Offenders
inner workings, 13
types, 13—-15
Off-site sales, skimming, 7172
Omitted credits, 57-58
Organizational controls. deyiance
(relationship). 23--24
Organized crimina.s, 1 ancial
statemer* friud, 328
Other People’s Mcney.: A Study in
th=-Sacial Psychology of
imbezzlement (Cressey), 7
Out.of-bdlance accounts, problem,
104
Out-of-balance conditions, 55-58
Outside employment, 419
Overbilling schemes, 289-290
Overpurchasing, 234
Overstated expenses, 230
owchart, 233¢
reports, 232-234
Overstated refunds, 166-167
Overtime authorization, 238

P
Pass-through schemes, 190-191
Pay-and-return schemes, 191
owchart, 192¢
Paycheck, delivery, 216-217
Payee accounts, analysis, 237
Payee address
analysis, 237
question, 151
Payee designation, alteration, 82—83
Payee schemes, alteration, 133—136
Pay rates, 221
Payroll
analysis, 240
checks, deductions (analysis), 238
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distribution, 237
fraud, red ags, 240-241
ghosts, addition, 214-215
periodic review, 240
Payroll reimbursement schemes, 205
case study, 206208
Payroll schemes, 119, 212-223
case study, 224-226
detection, 210, 237-238
dollar loss distribution, 210e
duties, segregation, 239-240
frequency/cost, 209-210
median loss
perpetrator, usage, 211e
victim size, impact, 212¢
perpetrators, 210-211, 211e
prevention, 239-241
victims, 211-212
size, 212¢e
Perceived nonsharable nancial need,
7-8
Perceived opportunity, 7-8
Percentag?= analysis, 389-391
Periol'ic lings, enhanced review, 344
Peipet:ators
check payment, 126-127
criminal history, 35
department, identication, 32—33
number categorization, 32¢
Perpetrators, system (beating), 17
Personal checks, usage, 103
Personal failure, problems, 8, 9
Personal loans, prohibitions, 343
Personal purchases
company funds, usage, 195-202
false invoicing, usage, 196-200
Phantom inventory (ctitious
inventory), usage, 375
Photocopied forgeries, 128
Physical assets, theft, 247
Physical inventory counts, 267
Physical isolation, 8, 10
Physical padding, 266
Physical tampering, prevention, 152
Policy development, management
attention (Hollinger/Clark),
25
Political contributions, term/legality,
423
Positive pay banking controls, usage,
151-152
Posting, 53
Prebid solicitation, 301-302
Premature revenue recognition, 364
Prequalication procedures, usage,
293-294
Price-level adjusted historical cost,
333
Proactive fraud policies, 406, 407
Production levels, violations, 19-20
Professional skepticism, exercising
importance (SAS 99), 379
Prot margin, 391, 394
Pro forma nancial information, 343
Project accounts, 141
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Property
employee actions, 19-20
transfer forms, employee
falsication, 256
Public Company Accounting
Oversight Board (PCAOB),
337-338
investigations/disciplinary
proceedings, 338
registered public accounting rms,
338
registration, 337
standards/rules, 338
Pump-and-dump scheme, 328
Purchase orders, alteration, 199
Purchase requisitions, falseness,
199-200
Purchasing personnel, interviews, 319
Purchasing schemes, 252, 256-257,
312-315

Q
Quick ratio, 391, 392-393

R
Rainbow foil bar, 152
Ratio analysis, 391-395
example, 392¢
Rationalization, 7—8
studies (Cressey), 13
Real-time disclosures, 344
Receipt-level control, 90
Receipt-level detection, 89
Receipts
alteration, 233-234
recording, 111-112
Receivables
false discounts, 73
larceny, 104-105
skimming schemes, concealment,
84-88
understatement, 73-74
Receivable turnover, 391, 393
Receiving schemes, 252, 255-287
Records, destruction, 173
Register
balance, 102-103
cash larceny, 101e
cash theft, 101-104
detection, 112-113
disbursement
concealment, 171-173
data, 161-165
manipulation, 70-71
money, withdrawal, 102
schemes, red ags, 174
tapes, destruction, 104
Register disbursement schemes, 119,
157
case study, 158-160
detection, 162, 163e
dollar loss distribution, 162¢
median loss
perpetrators, impact, 164e
size, impact, 165¢

Index

perpetrators, 162—163, 163e
victims, 164—-165
Registered public accounting rms,
inspections, 338
Regulatory orders, compliance,
416-417
Reissuance, example, 148
Related party transactions, improper
disclosure involvement, 371,
372-373
Relatives, employment, 420
Replacement cost, 333
Report to the Nation on
Occupational Fraud and
Abuse (1996), 2
Report to the Nations on
Occupational Fraud and
Abuse (2010), 25
methods, 40-42
Resource diversions, 316
Returned checks, 150
theft, 132
Returns, recording (problems),
370-371
Revenues
expenses, matching, 362-363
increase, pressures, 361
premature recognition, 364
recognition, 384
long-term contracts, impac .,
365
Reversing transactions, 163
Romney, Marshall._ "7
Rubber-stamp s eryvisors, 189,
219-229

S
Sales
alieration, 222-223
analytical review, 112
conditions, 360
conversion, 223
false discounts, 73
larceny, 104-105
returns, recording (problems),
370-371
schemes, 316
transaction, example, 362363
understatement, 74-75
write-off, 315
Sales-level detection, 89
Sales-level detection control, 90
Sanctions, enforcement/publicizing,
25
Sarbanes-Oxley Act (SOX), 336-347
internal controls, management
assessment, 340
Schemes, searches, 268¢e
Securities
fraud, 346
misappropriation, 271-272
Seller price, xed/determinable
characteristic, 360, 364, 365
Senior nancial ofcers, codes of
ethics, 344
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Senior management
business performance
overstatement/
understatement, 329
nancial statement fraud, 328
Sentencing Report Act, 409
Services
purchases, 190
rendering, 359, 364
Shell companies
false billing, owchart, 187¢
formation, 186-188
Short-term skim, 80e
Short-term skimming, 64, 79—-80
Shrinkage, 264
Signature
card, tampering, 141
forgery, 127
line void safety band, 152
Signed checks, control (problem),
131-132
Single-source vendors, favoritism,
301
Situctional ethics, 411
Srin ming
case study, 59-63
controls, 90-91
frequency/cost, 64—65
hierarchy, 59
Skimming schemes
benet, 102
detection, 65-66, 66¢
dollar loss distribution, 66e
median loss, 67¢, 68¢
perpetrators, 66—67, 67¢
victims, 67-68, 68¢
Social Security numbers, duplication,
237
Software, asset value, 422
Sole-source justications
(noncompetitive procurement
justications), 294
Special project accounts, 141
Specication schemes, 293-294
Statement on Auditing Standards
(SAS), No. 1 (AU 110), 379,
381
Statement on Auditing Standards
(SAS), No. 99 (AU 316),
379-395
sections, 379-380
Statements
fraud, 41
theft, 87
Statistical sampling, 266267
Status gaining, 8, 10
Stealing, justication, 13
Stolen checks, conversion, 80-83, 133
Stolen statements, 87
Subsequent events, improper
disclosure involvement, 371,
372
Supervisor
collusion, 219
signature, forging, 218-219
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Suppliers
denition, 418
relationship, 419-420
Supporting documents, bogus,
148-149
Surprise audits, usage, 406, 408
Surprise cash counts, procedure
supervision, 114
Sutherland, Edwin H., 6-7

T
Tacking on, 135
Tangible assets, 49
Theft
age, correlation, 22
behavior, understanding, 25
difculty, computerized inventory
records (usage), 24
Theft by Employees (Hollinger/
Clark), 19
Theory of differential association, 6
Time cards, manual preparation,
217221
Time clocks, usage, 220-221
Timekeeping information, collection,
215-216
Timing, case study, 367-368
Timing differences, 359, 362-367
red ags, 367

INDEX

Tips, usage, 65
Transactions, 421-422
records, destruction/alteration, 84
reversal, 103
Trust violators, 7—8
interviews, 12
technical skills, 1213
Turnaround ip, 314
Turnaround sales, 314-315

U

Ultraviolet ink, 152

Understated receivables, 64

Understated sales, 64, 74¢

Unrecorded sales, 64, 68-73
owchart, 69¢

Utilitarian principle, 411

\%

Vendors
addresses, comparisons, 319
blank receipts, obtaining, 236
business diversion, 288-289
check payment, 127

Vertical percentage analysis,

389-390

example, 390e

Vicarious liability, 410

Victim companies, 143
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Victim organizations
antifraud measures, 38-39
size, 36-37
type, 35-36

Victims, 35-39
size, median loss, 123e

Violation of ascribed obligations,

89

Violations, reporting, 424

Voided sales, detection, 174

Voucher, 186188

W
Warranties, 370-371
Warranty
costs/liabilities, disclosure failure
(concealment method), 369
Watermark backers, 152
Whistleblowing structure,
establishment, 341
White-collar crime, penalties
(enhancement), 346
Wire trancfers, 119
Workeors, compensation, 223
Wrky lace
d:viance, 25
social control, 24
Write down, failure, 376
Write-offs, usage, 264



