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1 IDENTIFY FRAUD

WHAT DOES FRAUD LOOK LIKE The

-,

2 FRAUD MOTIVATION

WHAT MOTIVATES INDIVIDUALS OR ORGANIZATIONS
TO COMMIT FRAUD

3 FRAUD PREVENTION

UNDERSTANDING FRAUD PREVENTION METHODS



ethics resource group
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How many of
you would
voluntarily

make an
unethical choice?

. v | T S

Question 1:



How many Of
you think
Voluntarlly
breaking thﬁ
law 1s unethlcalo
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Question 2:




Question 3:



How many of
you have
exceeded the
speed limit when
driving on the
Interstate by at

least S-10 mph? r"l

Question 4:




It's Easy to make
Unethical Choices
when they seem socially
acceptable.
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Francis Coe Ernest Egger

beepak Ma)fjani

David Dillon




Beaumont City Hall Corruption Scandal
A $43 Million Fraud

Indicted: City Manager, Police Chief, Public
Works Director, City Attorney, Economic
Development Director, Finance Director
and City Planner.
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What causes an otherwise honest”
person to do dishonest things?







DECISION CYCLE



DECISION CYCLE




DECISION CYCLE







DECISION CYCLE




DECISION CYCLE




DECISION CYCLE

STRATEGIZE
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“Sharpen Your







tlle \ |
\




»




Nearly two-thirds of corporate
, controllers feel pressure to
“cook the hooks,” according
to a new international survey,
and many of them feel that

° ] ] ]
° misrepresenting their
v I —
| . Companys periormance Is




in The Headlines
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Laan’trong

agreed to pay $5 million™o settle claims that

he defraidid the federar ernment
—~— _ -




_ ' burt Chief Justice
- Allen H. Loughry 1i
hit with a 22-count indictment for numerous

charges of fraud-and corruption faces 395







Enron's Time
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Sherron Watkin
Whistleblowsr © e

Former VicaPresident of Enron Corfioeisn -
B
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Fined $100 million for
GCheating on Ethics Exams




THE THREE COMPONENTS
OF
A FRAUD SCHEME
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High Personal Debts
Living Beyond Means
Excessive Speculation
Substance Abuse
Extra-marital Affairs

Job Frustration
Resentment of Superiors



Inadequate controls

Too “cozy” with Suppliers
No Vacation or Sick Days
No Internal Audit

No Rotation of Job
Duties

Weak Management
Excessive Cash



Not Compensated Fairly
No Recent Raises
Everyone Else Does It
Intended to Pay Back
Needed the Money
Revenge

Bribe/Kickback Tempting



Detection Method

Initial Detection of Unethical Practices and

Frauds

Tip 43.3%
40.2%

e Cr. 14.6%
anagement Revie 15.4%

e R
By Accident -"gf";, T

Account Reconcilliation “'2?‘?%

Document Examination -4',;_‘52"‘,’,“

External Audit ‘3‘20‘:“{

Notified by Police r1 3.0%

0,
urveillance/Monitorin l‘-g Yo
° e/ 9 2.6%
Confession 11-5%
IT Controls 0‘|.1%

Other* W 1.1%

0% 10% 20% 30% 40%

Percent of Cases




Reality Check

REASON FOR

B3
+36%
Living Beyond
Means

Financial
Difficulties

Issues













US sentencing guidelines state:

You cannot be held
criminally liable for
an unethicall/illegal
action of an
employee if you have
provided employees
comprehensive
ethical training.
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