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A
Absconders (offender

subtype), 13, 14–15
Abuse, defining, 4–6
Abusive conduct, defining,

366–367
Access control procedures,

86
Account analysis, cut-off

statements (usage),
137

Account balances, writing
off, 84

Accounting
changes, 346
equation, 48
profession,

confidence/trust
(erosion), 331

system, playing/beating,
302

Accounting
principles/fraud, 295

financial statements,
fraud, 299–302

Accounting provisions,
275

enforcement, 276
Accounts, monitoring, 142

failure, 129
Accounts receivable,

236–237, 348–350
fictitious accounts

receivable, 349
Accounts, reconciliation,

142
Accrual accounting, cash

accounting (contrast),
49–50

Accrued expenses, 50
Actions, excuses, 13
Age

effect, 30
theft, relationship, 20,

22–23
Albrecht, W. Steve

fraud scale, 18–19, 18e
research, 16–19
study, 17–18

Allowances, 84
Altered checks,

conversion, 125
Altered payees (check

tampering red flag),
139

Altered sales, 199, 201
Altheide, David, 23–24
American Institute of

Certified Public
Accountants
(AICPA), 329, 353

Analytical review, usage
(increase), 372

Antar, Eddie, 323
Anti-bribery provisions

(FCPA), 274
Anti-corruption

legislation, 273–277
Anti-fraud controls,

frequency, 37e
Anti-fraud measures, 37
Anti-fraud training,

absence, 369
Arthur Andersen, 330
Ascribed obligations,

violation, 8–9
Asset misappropriations,

45, 222, 226

concealment, 53
impact, process, 47–56
noncash cases, Global

Fraud Survey (2015),
221e, 222e

occupational fraud
category, 40

Assets
case study, 231–235
definition, 46–47
equation, 48
fake sales, 226
false shipments, 223,

229–231, 230e
fixed assets, 348,

350–352
freezing, 319
intangible assets,

definition, 46
misclassification, 350,

352
misuse, 221–235
out-of-balance

conditions, 53–56
requisitions/transfers,

223, 226–227
tangible assets,

definition, 46–47
theft, 225
turnover, equation,

359
understatement, 350,

351
uniqueness, 285–286
valuation, 320. See also

Improper asset
valuation.
misrepresentation,
350, 351
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Assets (continued)
problems (financial
statement fraud
method), 332

writing off, 237
Assignment rotation,

usage, 105
Association of Certified

Fraud Examiners
(ACFE), 2

Attempt and conspiracy,
318

Audit committee
auditor reports, 315
composition, 313
independence,

standards, 313–314
responsibilities, 313

Auditing process,
integrity/objectivity
(jeopardy), 330

Auditing profession,
confidence/trust
(erosion), 331

Auditor independence
standards, 314–316

Audits
influence, problems,

315–316
partner rotation, 315
surprise audits, 373

Authorized maker
schemes, 111,
127–130, 128e

controls, 127–129
special project accounts,

129
Automated clearinghouse

(ACH) debits, 111,
142

Automated timekeeping
systems, usage,
198–199

Automatic check-signing
mechanisms, 117

B
Bad debts

expense/provision,
349–350

Balance sheet
formula, 49, 52
usage, 48–49

Bankruptcy
cause, 331
loopholes, 319

Banks
accounts, 386
bank-assisted controls,

139–140
deposits, 105
reconciliation/

confirmation, 105,
138

security services,
142–143

statement, fraudster
reconciliation, 131

Bid-rigging schemes, 256,
260–268, 261e

bid pooling, 264
case study, 265–268
fictitious suppliers, 264
presolicitation phase,

262–263
recognition schemes,

262
solicitation phase,

263–265
specifications schemes,

262–263
submission phase, 265

Bid solicitation, 271
Billing schemes, 111, 160

case study, 161–164
collusion, 169–170
detection, 182–184
false documents,

reliance, 169
false invoices,

submission, 168

fraudulent
disbursements,
frequency/median
loss, 165e

fraudulent invoices,
self-approval,
168–169

Global Fraud Survey
data, 165

non-accomplice vendor
invoices, usage,
171–175

non-accomplice vendor
schemes, 171

overview, 164
pass-through schemes,

170–171
personal purchases,

company funds
(usage), 176–182

prevention, 184
rubber-stamp

supervisors, 169
services, purchases, 170
shell company schemes,

166–171
Blank checks, usage, 115,

125
Bogus claims, 164
Bonuses, disgorgement,

319–320
Book balance,

reconciliation, 131
Books of account, 51–53

asset misappropriations,
impact (process),
47–56

out-of-balance
conditions, 53–56

Borrowings, 13–14
Bribery, 247

case study, 248–250
commercial bribery, 277
corruption classification,

253–254

400

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 7in x 10in Jo_Wells351986 bindex.tex V1 - 03/13/2017 9:37pm Page 401�

� �

�

Index

kickback schemes,
256–260

overview, 250–255
prevention, 272, 277
recipient, behavior

profile, 272
Bribery schemes, 255–268

bid/contract acceptance,
271–272

bid solicitation, 271
business meetings, 273
detection, 270–272
discounts, 273
gifts, 272–273
prebid solicitation,

270–271
prevention, 272–273
purchasing, impact, 270

Businesses
combinations, 348, 350
development, 208
diversion, 256, 258, 287
ethics/conduct, code

(sample), 380
expenses,

overpurchasing, 212
laws/regulatory orders,

compliance, 381
meetings, 273, 383
performance, senior

management
overstatement/
understatement, 301

reversals, 9

C
Capitalized expenses, 342,

343–344
expensing, 344

Capital markets, efficiency
(reduction), 330

Cash
accounting, accrual

accounting (contrast),
49–50

advances (check
tampering red flag),
139

counts, 95, 105
currency, theft, 94–95
entries, reversal, 96–97
merchandise, return, 182
physical security, 106
procedure supervision,

106
register tapes, alteration,

95
register theft, 93–96
sales, occurrence, 86
schemes, noncash

schemes (contrast),
62e, 221e

surprise counts, 106
thefts, revelation, 104

Cash accounts, 386
analysis, 105

Cash larceny, 88, 93e, 97e
analytical review, 104
case study, 89–91
cash account analysis,

105
concealment, 95
deposit, 98–102, 99e
detection, 103–105
entries, reversal, 96–97
force balancing, 96
Global Fraud Survey

data (2015), 92
overview, 91–92
receipts, recording,

103–104
records, destruction, 97
register detection, 104
register tapes,

destruction, 96
schemes, 91
surprise cash

counts/procedure
supervision, 106

transactions, reversal, 95

Cash larceny prevention,
105–106

assignment
rotation/mandatory
vacations, usage, 105

duties, segregation, 105
physical security, 106

Cash misappropriations
frequency, 63e, 92e
median loss, 63e, 92e

Cash receipts, 105
process, analysis/control

objectives, 103–104
schemes, 91

Cayman Island
corporations, 297

Certified Fraud Examiner
(CFE)

fraud perspective, 26
program, 16–17

Channel stuffing, 339
Charge accounts, company

usage, 182
Check conversions, 78,

118
controls, 85
detection, 85

Check delivery
employee involvement,

120
rerouting, 121

Checks
accomplice, impact, 116
alteration, 122, 124
altered checks,

conversion, 125
automatic check-signing

mechanisms, 117
blank checks, usage,

125
check-for-currency

substitutions, 79
concealed check

schemes, 111,
125–127
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Checks (continued)
disbursement controls,

139
dual endorsements,

76–77
duplicate/counterfeit

checks (check
tampering red flag),
139

fraudster alteration,
124–125

fraudulent checks, 117,
136

graphic, 113e
intercepted checks,

reissuance, 136–137
interception, 118,

120–121
laundering, 77
maker, 112
obtaining, 113–115
payee designation,

alteration, 78
payee identification,

115–116
payee schemes,

alteration, 122–125
perpetrator, impact,

115
realteration, 135
returned checks,

120–121, 139
signature, forgery,

116–117
signed checks, control

(problems), 120
stolen checks,

conversion, 76–79,
121–122

theft (skimming
scheme), 62, 70–75,
71e

theft control procedures,
140–141

vendors, impact, 116

Check tampering, 107
account analysis, cut-off

statements (usage),
137

bank-assisted controls,
139

bank reconciliation/
confirmation, 138

bank statement,
fraudster
reconciliation, 131

case study, 108–110
checks

alteration, preparation
(tacking on), 124
fraudster alteration,
erasable ink (usage),
124–125
realteration, 135
theft control
procedures, 140–141

concealment, 130–137
case study, 132–134

detection, 137–139
disbursements controls,

139
disbursements journal,

false information
(entry), 135

electronic payment
tampering, 141–143

forged endorsement
schemes, 118–122,
119e

fraud, methods,
110–111

fraudulent checks,
coding, 136

Global Fraud Survey
data (2015), 111

overview, 110–111
physical tampering

prevention, 140
prevention, 139–141
red flags, 138–139

scheme, 110, 130
signature, forgery,

116–117
supporting documents,

problems, 137
Chemical voids, usage,

140
Chief Executive Officers

(CEOs)/Chief
Financial Officers
(CFOs), certification
obligations, 311–314

Chiles, Lawton, 248–250
Chrome coloring, usage,

140
Civil certifications,

312–313
Civil liability

whistleblower
protection, 317–318

Clandestine, definition, 4
Clark, John P., 19–20,

24–25, 366
Hollinger-Clark study,

19
Classified national security

information,
employee access,
385–386

Code of Business Ethics
and Conduct, 380

Collectibility, assurance
(absence), 338

Collection procedures,
problems, 68

Collection ratio, equation,
358

Collusion, 169–170
supervisor collusion,

196–197
Commercial bribery,

277
Commission schemes,

190, 199–201, 200e
fictitious sales, 199
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Committee of Sponsoring
Organizations of the
Treadway
Commission
(COSO), 300, 360

Communications, privacy,
385–386

Companies
accounts, personal

purchases, 180–182,
181e

assets, 386–387
credit cards, provision,

387
funds, usage, 176–182
operations/performance,

devastation, 331
transactions, 386

Company checks,
employee access,
113

absence, 115
Completed-contract

method, usage,
338–339

Compliance letter, usage,
390

Comprehensive Crime
Control Act of 1984,
374

Computerized signatures,
117

Computers, asset value,
386

Concealed check schemes,
111, 125–127, 126e

Concealed liabilities/
expenses, 320

financial statement fraud
method, 332,
342–344

red flags, 344
Conceptual Framework for

Financial Reporting
(IASB), 303

Confidential information,
385–386

Conflicts of interest, 253,
278, 285e, 382–386

business diversions, 287
case study, 279–282,

288–289
exit interviews, review,

290
financial disclosures,

288
overview, 282–283
prevention, 290–291
purchasing schemes,

283–286
questionnaire, 390
resource diversions,

287–288
sales schemes, 286–287
schemes, 283, 287–288,

290
turnaround sales, 286
unique assets, 285–286

Conservatism (GAAP
concept), 304

Consistency (GAAP
concept), 305–306

Consulting fees, 269, 290
Contingent liabilities, 345
Contra-asset reserve

account, 349–350
Contracts

acceptance, 271–272
long-term contracts,

338–339
Control breakdown, 198
Conversion, definition, 3
Corporate police, impact,

17
Corporate sentencing

definition, 374–375
guidelines, 374–376
requirements, 375–376
vicarious/imputed

liability, 375

Corporate Sentencing
Guidelines, 374–376

Corporate whistleblowers,
Sarbanes-Oxley
protections, 317–318

Corruption
anti-corruption

legislation, 273–277
classifications, 253–254
frequency/cost, 255
Global Fraud Survey

data (2015), 255
occupational fraud

category, 40
schemes, 40, 253–255

Cost (GAAP concept), 305
Counterfeit checks (check

tampering red flag),
139

Courtesy discounts, 97
Credit card refunds, 151

case study, 151–155
Credit cards

personal purchases,
180–182, 181e

refund scheme, 151
Credits

omissions
(out-of-balance
conditions), 55–56

revenue, formula, 52
Cressey, Donald R.

hypothesis, 7
nonsharable problems,

8e
research, 7–16

Criminal certifications
(Section 906),
311–312

Criminal sanction
whistleblower
protection, 318

Currency, theft, 94–95
Current ratio, equation,

357
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Custody procedures,
problems, 198

Customers
complaints (check

tampering red flag),
139

fake statements, 83
relationship, 384

Cut-off statements, usage,
137

D
Day America Told the

Truth, The (Patterson/
Kim), 370

Debits
accounts, false entries,

83
assets, formula, 52
false debits (out-of-

balance conditions),
53–54

Debt-to-equity ratio,
equation, 359

Decision-making process,
financial information
(role), 307e

Deposit
cash larceny, 98–102,

99e
dates, problems (check

tampering red flag),
139

lapping, 100
posting, 105

Deposits in transit (d.i.t.),
concealment, 100

Depreciation
straight-line

depreciation, 306
write-off, 50

Deterring Fraud (Howe/
Romney), 17

Deviance
job satisfaction,

relationship, 23–24
organizational controls,

relationship, 24
Disbursement

controls, 139
fraud categories, 111
journal, false

information (entry),
135

schemes, fraud, 91
Disclosures, 320

problem (financial
statement fraud
method), 332

Discounts, 84
conflicts of interest,

383
courtesy discounts, 97

Ditton, Jason, 24
Documents

destruction, 319
falsification, 178–179

Domestic concern, 274
Double declining balance

method, 306
Double-entry

bookkeeping, 51–52
Doyal, Marvin, 248–249
Dual endorsements,

76–77
check tampering red

flag, 139
Duplicate checks (check

tampering red flag),
139

Duties, segregation, 86

E
Earle, Gene, 265
Economic extortion, 253,

269–270

Economic
growth/prosperity,
impact, 330–331

Education, effect, 30–31
Electronic payment

tampering, 141–143
bank security services,

142–143
detection/prevention,

141–142
internal controls,

141–142
Embezzlement, 372

definition, 3
reasons, 13

Employees
abuse, 4
addresses, vendor

addresses
(comparisons), 290

approval authority, 258
checks involvement, 120
checks payment (check

tampering red flag),
138

company business
conduct, 388

conduct, 388–390
control perception, 25
definition, 2
deviance, 19–20
discipline, 389–390
dishonesty, 227
education, 371
expense

reimbursements,
submission/review,
216

financial statements
fraud, 300

number, impact, 36e
outside employment,

avoidance, 384
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register manipulation,
65–66

violations, reporting,
388–389

Employee theft
hypotheses, 19–25
income, relationship, 20

Employer-employee
relations, 10–12

personal experience,
10–12

sociological factors,
12–13

Endorsements
alteration (check

tampering red flag),
139

dual endorsements
(check tampering red
flag), 139

forgery, 110
problems, 76–77

Entertainment, conflict of
interest, 382–383

Erasable ink, usage,
124–125

Ethics
code, sample, 380
connection, 376

Executives, personal loans
(prohibitions), 316

Existing/fictitious
accounts, debiting, 83

Exit interviews, review,
290

Expense accounts, review/
analysis, 215–216

Expense reimbursement,
185, 387

fraudulent
disbursements,
frequency/median
loss, 207e–208e

Global Fraud Survey
data, 207–208

review, 216
Expense reimbursement

schemes, 111, 164,
208–215

detection, 215–216
prevention, 216
types, 208

Expenses
capitalization, problems,

343
mischaracterization, 208
out-of-balance

conditions, 54
overstatement, 208
recordation, timing,

339–340
revenues, matching,

335–337
schemes,

mischaracterization,
210

F
Fairly presents, phrase

(definition), 312–313
Fair value, 305
False account entries,

83–84
False billing, shell

company flowchart,
167e

False company accounts,
78

False debits
(out-of-balance
conditions), 53–54

False discounts, 68, 70
False documents, reliance,

169
False financial statements,

preparation, 299

False invoices, submission,
168

False invoicing, usage,
176–180

False payment vouchers,
production, 137

False purchase requisition,
179–180

False refunds, 148–155,
150e

False statement, victim
reliance, 3

False voids, 155–157,
156e

Falsified hours/salary, 190,
194–199, 195e

Fastow, Andrew S., 351
Federal Sentencing

Guidelines,
promulgation, 374

Fictitious accounts
receivable, 349

Fictitious accounts, setup,
83

Fictitious assets,
recordation, 350–351

Fictitious employee,
addition, 194

Fictitious expense
schemes, 208, 213,
215

expenses, claim, 213,
215

vendors, blank receipts
(obtaining), 213

Fictitious expenses,
flowchart, 214e

Fictitious inventory
schemes, 348

Fictitious receipts,
production, 213

Fictitious refunds, 148,
158
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Fictitious revenues, 320
financial statement fraud

method, 332–335
red flags, 335

Fictitious sales, 199,
236–237

Fiduciary, definition, 3
Fiduciary relationship,

definition, 3
Financial Accounting

Standards Board
(FASB), 332

ASC 250, 346
ASC 605 criteria,

337–338
Statement of Financial

Accounting Concepts
No. 2, 303–304

Financial data,
presentation, 308

Financial disclosures, 288
requirements,

enhancement,
316–317

Financial experts,
definition/impact,
314

Financial ratios,
interpretation,
357–359

Financial records,
organization, 50–51

Financial statement fraud,
299–302

case studies, 323–328,
361–365

commitment, 300
committing,

opportunity/pressure
(reduction), 360

committing, reasons,
300–301

costs, 329–331

defining, 329
deterrence, 359–361
effects, 330–331
expectations, 369–370
frequency/cost, 320
Global Fraud Survey

data (2015),
320–321

greed, impact, 368
human factors, 368–370
in-kind wages, impact,

368–369
methods, 332
overview, 328
rationalization,

reduction, 361
Financial statement fraud

schemes, 322
detection, 353–359
Global Fraud Survey

(2015), 321
types, 320–321

Financial statement fund
(occupational fraud
category), 40

Financial statements
analysis, 354–359
audits, 331, 353
external audits,

353–354
responsibility, 306–307
types, 307–309
users, 307

Fixed assets, 348,
350–352

Flip, 286
Force balancing, 96
Forced balances

(out-of-balance
conditions), 54

Foreign Corrupt Practices
Act (FCPA),
273–276, 382

accounting provisions,
275, 276

anti-bribery provisions,
274

internal controls
provisions, 275–276

record-keeping
provisions, 275

Foreign officials
bribery, 277
term, usage, 274

Forged endorsements,
110

schemes, 118–122,
119e

Forged maker schemes,
110, 111–118, 114e

Forgery
definition, 111
guarantee, 116–117

Fraud. See Occupational
fraud

analytical review, usage
(increase), 372

anti-fraud controls,
frequency, 37e

anti-fraud measures, 37,
38e

case study, 172–175
concealment, 79–84
controls, impact, 370
detection, 38–39,

370–374
deterrence,

understanding,
370–374

elements, 3
employee education,

371
gender, effect, 28–29
management fraud, 345
proactive policies,

371–372
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reporting programs,
adequacy, 373–374

tenure, effect, 32
triangle, 8e, 360

Fraud Examiner’s Manual
(ACFE), 377–378

Fraud perpetrators, 28–32,
122

age, effect, 30
department, impact, 32,

33e
education (effect),

30–31
position, effect, 28

Fraud Scale, 18–19, 18e
Fraudsters

approval authority,
absence, 258–259

dilemma, 118, 120
invoice authorization,

176, 178
reconciliation, 131

Fraudulent checks
coding, 136
concealment, 135
miscoding, 117
perpetrator interception,

192
Fraudulent disbursements,

111
frequency/median loss,

112e, 149e, 165e,
189e, 207e–208e

Fraudulent Financial
Reporting (COSO),
300

Fraudulent invoices, self-
approval, 168–169

Fraudulent purchases,
vouchers, 170

Freehand forgery, 116
Full disclosure (GAAP

concept), 306

Funds
borrowing, 94
skimming, concealment,

83
theft, prevention, 98
transfer, 203

G
Geis, Gilbert, 6
Gender, effect, 28–29
General deterrence, 371
General Electric (GE) fine,

330
Generally accepted

accounting principles
(GAAP), 303–308,
335, 351–353

nonadherence, 337
Generally accepted

accounting standards
(GAAS), 353

General Services
Administration
(GSA)

abuse, 248
equipment acceptance,

259
Ghost employees,

190–194, 191e, 203
scheme, 190
timekeeping

information,
collection, 192–193

Ghost paycheck
delivery, 193–194
issuance, 193

Gifts, 272–273
conflict of interest,

382–383
definition, 382
reporting, 273, 383

Global Fraud Survey
(2015), 27–40

anti-fraud controls,
frequency, 37e

anti-fraud measures,
impact, 38e

case percentages data,
29e–36e

cash misappropriations,
frequency/median
loss, 63e

cash schemes, noncash
schemes (contrast),
62e

fraudulent
disbursements,
frequency/median
loss, 112e

losses, 28–29, 28e
median loss data, 29e,

31e–33e, 35e–36e
occupational fraud

categories, 40, 40e
skimming data, 62

Going concern (GAAP
concept), 304–305

Goodwill accounting,
changes, 350

H
Hard merchandise,

counting, 54
High-resolution

microprinting, usage,
140

Hollinger-Clark
production deviance,
22e

Hollinger-Clark property
deviance, 21e

Hollinger, Richard C., 366
age/theft, relationship,

20, 22–23
control, employee

perception, 25
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Hollinger, Richard C.,
(continued)

employee deviance,
19–20

employee theft
hypotheses, 19–25

Hollinger-Clark study,
19

income, theft
(relationship), 20

job satisfaction,
deviance
(relationship), 23–24

organizational controls,
deviance
(relationship), 24

research, 19–26
Horizontal analysis,

84, 354–356,
355e

Hotlines, types,
373–374

Hours/salary, falsification,
190, 194–199

Howe, Keith, 17
Hydraulic effect, 25

I
IFRS financial statements,

308
Illegal gratuities, 270
Imperative principle,

376–377
Improper asset valuation

financial statement fraud
method, 332,
347–352

red flags, 352
Improper disclosures

financial statement fraud
method, 332,
344–347

red flags, 347

Income
statement, usage, 48–49
theft, relationship, 20

Income statement,
variation, 336e

Incoming cash, larceny,
93–97

Incoming checks, theft
(flowchart), 71e

Incoming statements,
falsification, 228

Independent businessmen
(offender subtype),
13

Information
classified national

security information,
employee access,
385–386

confidential
information,
385–386

misappropriation, 242
real-time disclosures,

317
Insider trading,

restrictions, 316–317
Intangible assets

definition, 46
misappropriation,

242–243
Intercepted checks, 118

reissuance, 136–137
Interest-bearing accounts,

138
Internal controls

auditor attestations,
315

management
assessment, 313

provisions (FCPA),
275–276

system, 158

Internal fraud, case study,
172–175

International Federation of
Accountants (IFAC),
353

Intriago, Charles, 249
Inventory, 217

audit program, 239–241
case study, 218–220,

231–235
computer-generated

trend analysis, 239
concealment, 235–237
control, 85, 239–240
documentation, 241
duties, segregation, 241
fake sales, 226
false shipments, 223,

229–231, 230e
independent checks, 241
matrix, sample, 239e
misappropriation, 229
misuse, 221–223
padding, 84
physical inventory

counts, 238
physical padding, 237
physical safeguards,

242
purchasing, 176
records, alteration, 236
schemes, searches, 240e
shrinkage, concealment,

236–237
statistical sampling,

237–238
theft, 223–235
turnover, equation, 358
valuation, 348–349
writing off, 237

Inventory fraud
analytical review,

238–239
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detection, 237–241
prevention, 241–242

Invoice purchasing
schemes, 177e

Issuers, 274

J
Jimmy Swaggart

Ministries, 82
Job cost sheets, 238
Job loyalty, impact,

11–12
Job satisfaction, deviance

(relationship),
23–24

Journal entry, 52, 85
Journal, term, 51

K
Kickback payments, 16,

258, 260
Kickback schemes,

256–260, 257e
overbilling schemes,

258–259
vendors, business

diversion, 256, 258
Klegman, Herman,

251–253
Kozlowski, L. Dennis,

346

L
Lapping, 80–82, 100
Larceny. See Cash larceny

definition, 4, 223
larceny by trick,

definition, 4
noncash larceny,

flowchart, 224e
point of sale

concealment
methods, 94

schemes, 102–103,
223–226

Lee, Brian, 63
Liability/expense

omissions, 342–343
Liability-related

omissions, 345
Limited-value purchase

orders (LPOs), 178
Line costs, accounting

(problems), 343
Loan covenants,

compliance, 301
Long-term contracts,

338–339
Long-term violators

(offender subtype),
13, 14

Losses, Global Fraud
Survey (2015)
distribution, 28e

Losses, Global Fraud
Survey (2015) report,
27–28

M
Mail, checks (theft), 62,

70–75
Mail fraud provisions,

amendment, 318
Maintenance items, 180
Maker schemes

authorized maker
schemes, 111,
127–130, 128e

forged maker schemes,
110

Management fraud, 345
Mandatory vacations,

usage, 105
Manually prepared time

cards, 196–197
supervisor approval,

forgery, 196
supervisor collusion,

196–197
Mars, Gerald, 23

Matching (GAAP
concept), 304

Material false statement,
presence, 3

Materiality (FASB
concept), 303–304

Maximum dollars
amounts,
establishment, 140

McGrane, Terence, 171
Median loss, 29e

anti-fraud measures,
impact, 38e

Merchandise
off-book sales, 65
return, 182

Microline printing, 140
Miscellaneous expense, 53
Mischaracterized

expenses, 208, 209e,
210

Missing checks (check
tampering red flag),
138

Misuse schemes, 223
Mitchell, John N., 251
Model Organizational

Fraud Deterrence
Program, 379

Motivators, types, 17
Multiple reimbursements,

208, 215

N
Need recognition schemes,

262
Net realizable value,

305
Non-accomplice vendor

schemes, 165,
171–175

overbilling, 171
Nonasset costs,

capitalization, 350,
351–352
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Nonaudit activity,
restrictions, 314–315

Nonbusiness hour
skimming, 66

Noncash assets, 217
case study, 218–220
concealment, 235–237
detection, 237–241
statistical sampling,

237–238
Noncash cases, Global

Fraud Survey (2015),
221e, 222e

Noncash larceny,
flowchart, 224e

Noncash misappropriation,
228

frequency/cost, 220
Global Fraud Survey

data, 220–223
Noncash schemes, cash

schemes (contrast),
62e, 221e

Noncompetitive
procurement
justifications, 263

Non-interest-bearing
accounts, 138

Nonsharable problems, 8e
ascribed obligations,

violation, 8–9
business reversals, 9
employer-employee

relations, 10–12
offender types, 13–15
personal failures,

problems, 9
physical isolation, 10
status, gaining, 10
subtypes, Cressey

division, 8

O
Objective evidence (GAAP

concept), 305

Occupational fraud, 301
categories, 40, 40e,

255e, 320e
costs, measurement, 27
detection/prevention,

38–39
victims, 34–37

Occupational fraud/abuse,
1, 366

Albrecht research,
16–19

corporate sentencing
guidelines, 374–376

Cressey research,
7–16

defining, 2–6
ethics, connection,

376–378
Hollinger research,

19–26
level, measurement,

367–370
research, 6
Sutherland research,

6–7
Off-balance-sheet

transaction, 316
Offenders, types,

13–15
Official act, 254
Off-site sales, skimming,

67
Omitted credits

(out-of-balance
conditions), 55–56

Online bill-pay services,
111

Organizational controls,
advantages/
disadvantages, 24

Organized criminals,
financial statements
fraud, 300

Out-of-balance accounts,
problem, 96

Outside employment,
avoidance, 384

Overbilling
non-accomplice vendor

invoices, usage, 171
schemes, 258–259

Overstated expenses, 208
employee expenses,

overstatement, 212
orders, 212
overpurchasing, 212
receipts, alteration,

212
reports, 210, 211e,

212
Overstated refunds, 151
Overtime authorization,

202

P
Pass-through schemes,

170–171
Pay-and-return schemes,

171, 172w
Payees

alteration, 111, 139
insertion, 122, 124
schemes, alteration,

122–125, 123e
Payroll

ghost addition, 190,
192

independent
distribution, 201

Payroll/expense
reimbursement
schemes, 185

automated timekeeping
systems, usage,
198–199

case study, 186–188
commission schemes,

190, 199–201
custody procedures,

problems, 198
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fraudulent
disbursements,
frequency/median
loss, 189e

manually prepared time
cards, 196–197

overview, 188–189
paid time off,

misreporting, 198
pay rates, 199
time clocks, usage,

198–199
Payroll schemes, 111, 164,

188, 190–201
case study, 205–207
commissions, 202
commission schemes,

190
detection, 201–202
duties, segregation,

202–203
ghost employees,

190–194
hours/salary,

falsification, 190
overtime authorization,

202
payee address/accounts,

analysis, 201
payroll checks,

deductions (analysis),
202

payroll fraud, red flags,
203–204

periodic payroll
review/analysis,
203

prevention, 202–207
Social Security

numbers, duplication,
201

Percentage analysis,
354–356

Percentage-of-completion
method, 339

Periodic filings, review
(enhancement), 317

Perpetrator position
cases, percentage, 29e,

31e–33e
effect, 28
median loss, 29e,

31e–33e
Perpetrators

age, impact, 31e
concealment method, 53
criminal history, 32, 34e
department, impact, 32,

33e
education level, impact,

31e
gender, impact, 30e
number, impact, 32e
principal perpetrator,

data, 28
tenure, effect, 32, 33e

Perpetual inventory
alteration, 236
process, 157
records, 238

Personal failures,
problems, 9

Personal identification,
requirement, 77

Personal integrity, 18
Personal performance

criteria, meeting,
301

Personal purchases, 165
company funds, usage,

176–182
credit cards, usage,

180–182, 181e
false invoicing, usage,

176–180
Personnel records, access,

194, 196
Photocopied forgeries,

116–117
Physical assets, 221

Physical inventory counts,
238

Physical isolation, 10
Physical padding, 237
Physical tampering

protection, 140
Policy development,

aspects, 25
Political action committee

(PAC), contributions,
387

Political contributions,
prohibition, 387–388

Positive pay banking
controls, usage, 140

Prebid solicitation,
270–271

Premature revenue
recognition, 337–338

Prequalification
procedures, 262–263

Principal perpetrator, data,
28

Product-return liabilities,
344

Profit margin, equation,
359

Pro forma financial
information, 316

Public Company
Accounting
Oversight Board
(PCAOB), 310–311,
334, 353

auditing/quality
control/independence
rules, 310–311

inspections, 311
investigations/

disciplinary
proceedings, 311

registration, 310
rules, 310–311

Purchase orders, alteration,
179
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Purchases, authorization,
176, 178

Purchasing personnel,
interviews, 290

Purchasing schemes, 223,
227–228, 283–286

Q
Quick ratio, equation, 357

R
Rainbow foil bar, usage,

140
Raju, B. Ramalinga

(resignation), 334
Ratio analysis, 85,

356–359, 357e
Rationalizations, 13
Raw materials requisitions,

238
Receipts, recording,

103–104
Receivables, concealment,

80–84
account balances,

writing off, 84
existing/fictitious

accounts, debiting, 83
false account entries,

83–84
lapping, 80–82
stolen statements, usage,

82–83
Receivables, larceny,

96–97
Receivable turnover,

equation, 358
Receiving schemes, 223,

227–228
Record-keeping provisions

(FCPA), 275
Records, destruction, 97,

157–158

Referral commissions, 269
Refunds

credit card refunds, 151
false refunds, 148–155
fictitious refunds,

149–151
overstated refunds, 151

Register
cash larceny, 9ee
cash theft, 93–96
detection, 104
documentation, 104
manipulation, 65–66
tapes, alteration, 95
thefts, 94

Register disbursements,
144

case study, 145–148
concealment, 157–158
false refunds, 148–155
false voids, 155–157
fictitious refunds, 148,

158
fraudulent

disbursements,
frequency/median
loss, 149e

Global Fraud Survey
data, 148

overview, 145
records, destruction,

157–158
small disbursements,

impact, 157
voided sales, detection,

158
Register disbursement

schemes, 111
detection, 158–159
prevention, 159
red flags, 158–159

Registered public
accounting firms,

PCAOB inspections,
311

Reissuance, provision, 136
Related-party transactions,

346
Relatives, employment

(avoidance), 385
Renters, special rate, 67
Report to the Nation on

Occupational Fraud
and Abuse (2016)
(ACFE), 2, 26–27

Returned checks
check tampering red

flag, 139
theft, 120–121

Revenues
expenses, matching,

335–337
increase, pressure,

334–335
premature revenue

recognition, 337–338
revenue-based expenses,

capitalization, 343
Reversing entries, usage,

95
Roman, Peter, 248
Romney, Marshall, 17
Rooker, Russ, 151
Rubber-stamp supervisors,

169
reliance, 197

S
Sales

accounts,
vertical/horizontal
analysis, 84

conditions, 333–334
larceny, 96–97
overstatement, 201
writing off, 287
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Sales of others,
conversion, 201

Sales schemes, 286–287
underbillings, 286

Saletra, Sol, 252
Sarbanes-Oxley Act

(SOX), 309–320,
331

Securities
fraud, 319
misappropriation, 243

Securities and Exchange
Commission (SEC),
273

civil certifications,
312–313

criminal certifications,
311–312

periodic filings,
311–312

rules, 309
Security inks, usage, 140
Self-dealing, 346
Senior financial officers,

ethics codes, 317
Senior management,

financial statements
fraud, 300

Sentencing Reform Act,
374

Separation-of-duties
concept, violation,
120

Services, purchases, 170
Set-aside scheme, 224
Shell company

false billing, 167e
formation, 166, 168
schemes, 166–171, 284

Shipping documents, 238
Short-term skimming, 62,

75–76, 75e
Shrinkage, 84

Signature
card, tampering,

129–130
forgery, 116–117
freehand forgery, 116
line void safety band,

usage, 140
photocopied forgeries,

116–117
Signed checks, control

(problem), 120
Situational ethics,

376–377
Skimming, 57, 91

case study, 58–61
categories, 62
check conversions, 85
checks, theft, 62,

70–75
collection procedures,

problems, 68
controls, 86–87
detection, 84–85
false company accounts,

78
fraud, concealment,

79–84
Global Fraud Survey

data (2015), 62
inventory padding, 84
journal entry review, 85
nonbusiness hour

activity, 66
off-site sales, 67
overview, 61–62
prevention, 85–87
receipt-level control, 85
receipt-level detection,

84
receivables,

concealment, 80–84
sales-level control, 85
sales-level detection, 84

short-term skimming,
62, 75–76

stolen checks,
conversion, 76–79

transaction records,
destruction/
alteration,
79–80

understated
sales/receivables, 62,
68–70

unrecorded sales, 62,
63–68

Slash-and-burn
concealment strategy,
97

Social Security numbers,
duplication, 201

Software, asset value,
387

Sole-source procurement
justifications, 263

Special project accounts,
impact, 129

Specifications schemes,
262–263

Statement of profit and
loss, 49

Statement on Auditing
Standards (SAS) 62,
307–308

Status, gaining, 10
Stine, Don, 70
Stolen checks, conversion,

76–79, 121–122
check-for-currency

substitutions, 79
dual endorsements,

76–77
false company accounts,

78
payee designation,

alteration, 78
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Stolen statements, usage,
82–83

Straight-line depreciation,
306

Street crime, 6
Strict liability offense,

277
Subsequent events,

345
Supervisor

approval/collusion,
196–197

rubber-stamp
supervisors, reliance,
197

Suppliers
definition, 383
relationship, 384

Surplus earnings, deferral,
301

Sutherland, Edwin H.
(research), 6–7

T
Tangible assets, definition,

46–47
Tenants, on-side employee

(impact), 67
Tenure, effect, 32, 33e
Theft

age, relationship, 20,
22–23

income, relationship,
20

returned checks, theft,
120–121

Theft by Employees
(Hollinger/Clark),
19

Time clocks, usage,
198–199

Timekeeping information,
collection,
192–193

Timing differences
case study, 340–342
financial statement fraud

method, 332,
335–342

red flags, 340
Trade loading, 339
Transactions

recordation, 86
records, destruction/

alteration,
79–80

related-party
transactions,
345–346

reversal, 95
Trend analysis, 55
Trust violators, 7
Turnaround sales (flip),

286
Tyler, Tom R., 366

U
Ultraviolet ink, usage,

140
Uncollectible customer

accounts, writing
(failure),
349–350

Underbillings, 286
Understated sales,

flowchart, 69e
Understated

sales/receivables,
skimming scheme,
62, 68–70

false discounts, 68, 70
Undisclosed transaction,

282–283
United Kingdom Bribery

Act, 276–277
enforcement, 277
offenses, 276
scope, 276

United States Sentencing
Commission (USSC),
374

United States v. Booker,
375

Unrecorded checks,
substitution, 79

Unrecorded sales
(skimming scheme),
62, 63–68, 64e

register manipulation,
65–66

Utilitarian principle,
376–377

V
Vendors

addresses, employee
addresses
(comparisons), 290

blank receipts,
obtaining, 213

business diversion, 256,
258

Vertical analysis, 84,
354–356, 355e

Victim organizations, 229
anti-fraud measures, 37
employee numbers,

impact, 36e
size, 34–35
type, 34, 35e

Victims, 34–37
Voided checks (check

tampering red flag),
138

Voided sales, 148

W
Wages in kind, 24
Warranty

costs, disclosure
(failure), 342

liabilities, 342, 344
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Watermark backers, usage,
140

Whistleblowing
civil liability

whistleblower
protection, 317–318

corporate
whistleblowers,
Sarbanes-Oxley
protections, 317–318

criminal sanction
whistleblower
protection, 318

structure, establishment,
314

White-collar crime, 6
penalties, enhancement,

318–320
Why People Obey the Law

(Tyler), 366

Window dressing, 347
Winkler, Stefan, 70, 79,

80
Wire fraud, 318
Wire transfers, 111
Woodford, Michael, 328
Work-related project,

completion, 227
Write-offs, usage, 301
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