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Seminars

A Quarterly learning opportunities

I Annual Conference in February
(2021 will be virtual)

I May, August and December
A As of now, webinar option only

A New topics specifically related
to governments

A Earn 1 - 2 hours of
Complimentary CPE

A Your topic suggestions are always welcome!
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Todayos Topil cs

Fraud Update + Case Studies
A Report to the Nations 2020
I Key Findings
I Detection

I Tips for fraud prevention
A Case Studies
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Report to the Nations

A The information gathered for this presentation
can be found at www.acfe.com.

A You can also obtain a copy of the Association of
Certified Fraud Examiners 2020 Report to the
Nations at this website.
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http://www.acfe.com/

REPORT TO THE NATIONS®

2020 GLOBAL STUDY ON OCCUPATIONAL FRAUD AND ABUSE
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Report to the Nations

A The main purpose
I Method fraud iIs committed

iMeans by which 1 to0os de-
I Characteristics of organizations that are
victimized

I Characteristics of people committing fraud
I Results of these cases
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Key Findings

Corruption
was the
Across 125 most
countries common
across all
regions

Median
duration of

fraud
schemec 16
months
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Key Findings

A Estimate of 5% of revenue lost each year
I Median loss per case is $125,000
I Average loss per case is $1,509,000

A Corruption was the most common scheme
I 86% of cases with median loss of $100,000

A Financial statement fraud is the least common but
the most costly
I 10% of cases with median loss of $954,000
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Increase In Anti-Fraud Controls

HOTLINE 113%

ANTI-FRAUD POLICY 113%

FRAUD TRAINING FOR
EMPLOYEES

FRAUD TRAINING FOR

T11%
MANAGERS/EXECUTIVES T 9%
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Key Findings
A Lack of controls caused nearly 1/3 of fraud

A More likely to occur in small businesses than
large organizations are:
i Billing Fraud (2 x higher)
i Payroll (2 x higher)
I Check and payment tampering (4 x higher)
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Key Findings

Owners/executives
committed only 20% of
occupational frauds, but they

caused the largest losses

$600,000
........... - $150,000

560,000

- @ ACCOUNTING

% 1] EXECUTIVE/UPPER

22 ) OPERATIONS

MANAGEMENT

@ SALES
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Who?

A Operations and Accounting is 30%

I Why would this be the case? 0
0 Access to payments
0 Access to receipts

A Tone at the top

I Executives have control/approval over all
processes
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Key Findings

@) ﬁ%M 45% of victim

organizations declined

71 80Y% oF FRAUDSTE RS | to refer cases to

law enforcement

FABEI] SOME FORM OF TEELLEE
INTERNAL DISCIPLINE rrom INTERNAL DISCIPLINE
e VICTIM ORGANIZATION WAS SUFFICIENT
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Key Findings

A Fraud Triangle
I Pressure
I Opportunity
I Rationalization

42% , 28

OCCUPATIONAL

OCCUPATIONAL FRAUDSTERS WERE
> FRAUDSTERS WERE

EIR MEANS |
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Polling Question # 1

Which fraudster results in the largest median
l0SS?

a) Employee
b) Executive
c) Manager
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Case Study

A Metro Waste Authority Theft
I Video

Metro Waste Authority
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https://www.youtube.com/watch?v=S8b41LJfasY

Case Study

A Metro Waste Authority - Shell Company

A Agency Director of Operations for the Metro Waste
Authority, Des Moines, IA - Stole $1,800,000

I Authority Director created a shell company as the sole
owner, blamed it on his wife.

I Much of what the shell company charged to the Authority
were services that the Aut hol
the Authority as apart of their job description.

(Essentially, they were being paid twice for the same job.)

Metro Waste Authority
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Case Study

A Metro Waste Authority - Shell Company

A Purchasing Controls

I The Authority never sought Dbl
claimed as expenses by the shell company

I No segregation of duties, small government dilemma
I No vendor checks

I Checks were picked up at the office instead of mailed
I No conflict-of-interest forms signed

Metro Waste Authority
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Case Study

A Metro Waste Authority - Shell Company
A Discovered by the Executive Director

A Investigated by the State auditor
A Cause i Segregation of Duties and Vendor Checks

I Arizona Corporation Commission
o https://www.azcc.gov/
I County Assessor
0 https://mcassessor.maricopa.gov/

Metro Waste Authority
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https://www.azcc.gov/
https://mcassessor.maricopa.gov/

Case Study

A Metro Waste Authority - Shell Company
I Charged on 10 counts of mail fraud
I Pleaded down to 1 count
I Faces up to 20 years in prison

METRO WASTE AUTHORITY INVESTIGATION

JEFF DWOREK
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Polling Question # 2

Procurement will
a) Help determine market price
b) Aid in paying a fair price
c) Reduce the possibility of shell companies
d) All of the above
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.
FIG. 2 How is occupational fraud committed?

What Is occupational
fraud?
A Asset misappropriation I

FPERCENT OF CASES

I Employee stealing or misuse of
funds

mi s-appmp riation

A Financial statement

I Intentionally omitted or ,
misstating numbers in the FS

A Corruption

I Bribery, conflict of interest or
extortion

$200,000

MEDIAMN LOSS

$954,000
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Asset Misappropriation

inventory and All
Oher Assets

Fraudulemnt
Disbursements

Check and
Payment
Tampeaing
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Length of Fraud Scheme

FIG. 7 How long do different occupational fraud schemes last?
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How Was it Concealed?

- TOP 4 CONCEALMENT METHODS USED BY FRAUDSTERS  -—------ - cmmmmmmm o

40% 36% 21% 26%

Created fraudulent Altered physical Altered electronic Created fraudulent
physical documents documents documents or flles electronic
documents or flles
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How?

A Fraudulent Documents
| Fake PDF, fake checks
A Altered documents
I Changed the PDF, changed the check
A Altered electronic document
I PDF edit, accessible electronic signature
A Created fraudulent files
I Fictitious vendor, invoice, purchase order
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Polling Question # 3

What is the most prevalent way fraud occurs?
a) Corruption
b) Financial Statement
c) Asset Misappropriation
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Case Study

A County Sheriff and Economic Development
Director, Warren County, VA

i Stole $21,000,000
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Case Study

A Through a deal for economic development to
revitalize the County
I Promised to use government funds for rebuilding

chemical plant from the 19
center and a Criminal Justice Training Academy
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Case Study

The Town Councll
approved $1.7 million
of capital infrastructure
for the site and
authorized payments
for portions of the debt
service on the site.
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