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Asset Misappropriation:



Corruption Financial Statement Fraud



Source: The ACFE 2016 Report to the Nations on Occupational Fraud 



Examples of Opportunity include

Examples of Pressure include

Examples of Rationalization (justification of actions) include





Employee Red Flags

Management Red Flags

Cash or Accounts Receivable

Payroll

Purchasing / Inventory



Red Flags 
Asset

Misappropriation Corruption F/S Fraud
Living Beyond Means 49% 49% 49%
Financial Difficulty 32% 24% 24%
Association with Vendor 18% 38% 14%
Wheeler-Dealer Attitude 15% 21% 24%
Control Issues 16% 16% 18%
Divorce 14% 11% 11%
Irritability 13% 14% 18%
Addiction 11% 7% 13%
Inadequate Pay 10% 10% 6%

Source: The ACFE 2016 Report to the Nations on Occupational Fraud 
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• Authorization/approval authority in place for contracts/transactions  

• Communicate that a fraud prevention program exists – helps serve as a deterrence to fraud

• Conduct continuous auditing – Sample transactions or metrics exceeding established thresholds

• Conduct audits – external and internal

• Conduct fraud/risk assessments

• Conduct periodic physical inventories – fixed assets, sensitive assets, and bench stocks 

• Conduct surprise cash counts

• Eliminate the opportunity for fraud – strengthen/evaluate internal controls for key functions and activities

• Implement a fraud prevention/anti-fraud policy

• Implement a whistle blower hotline

• Organizational units monitor budgets – Budget vs. Actual (Revenue and Expense)

• Organizational units conduct variance analysis of their key metrics, including revenues and expenses

• Provide clear ethical policies/procedures that communicate expectations to employees, including penalties 
or expected outcomes for violating.
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