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Overview	of	Occupational	Fraud
• What it is, how much, & how perpetrated 

• Use ACFE data to understand

• Include some data for government only
• Frameworks used to understand fraud  

• Actors and actions

• Anti­fraud measures – preventive & detective
• Illinois cases and examples



Association	of	Certified	Fraud	Examiners



2018	Report	to	the	Nations	(RTTN)	on	
Occupational	Fraud	and	Abuse

Examined almost 2,700 cases 

in 125 countries

Cumulative losses for those 

cases were more than 

$7 billion

Anecdotal evidence

55% of cases reported 

less the 200,000 loss, 

with median loss of 

$130,000

22% losses = 

$1 million or more



Occupational	Fraud:	What	it	is	and	How	

30% of the 
reported 
cases 
involve 2 
or more 
schemes



Financial	Statement	Fraud
▪10% of the cases

▪$800,000 median 

loss



Corruption:	38%	of	the	cases
Median loss = $250,000



Corruption



Asset	Misappropriation



Asset	Misappropriation



Risk	– that	4	letter	word



$



Department







Behavioral	Red	Flags	(over	time)



Fraud	within	government

All data taken from 2018 RTTN – Government edition



Compare	ACFE Data	of	the	U.S.	with	
Government	Agencies

2018 Report to the Nations





Government

▪



What	frameworks	help	make	sense	of	this?



Donald	Cressey in	the	1950s

The explanation 
embraced by the 
external audit 
literature (AU­C 
240, ISA 240)



In	2004,	David	T.	Wolfe	&	Dana	R.	Hermanson
published	

▪Position/function

▪Brains

▪Confidence/ego 

▪Coercion skills

▪Effective lying

▪Immunity to stress



Distinguish	the	“actor”	from	the	“action”

Crowe 
Horwath 
Fraud 
Pentagon Triangle of Fraud Action

Albrecht, et.al. Fraud Examination 2006, 2012



ABC	Model
▪Bad Apple

–Personality characteristics

▪Bad Bushel
–Group dynamics of collusive 
behavior

▪Bad Crop
–Cultural or societal factors

Ramamoorti, Morrison, Koletar, 2009



Reversal	Theory	of	Motivation

Psychologists Ken. Smith and Michael Apter – 1970s



Reversal	Theory	of	Motivation

Rand Gambrell (May 3, 2017).  BKD Forensics Institute Webinar – Psychology of Fraud



Sparking	a	debate
▪2 articles that year

▪When Reckless Executives Become 

Dangerous Fraudsters: Reward Structures and 

Auditing Procedures Need to Be Reformed to 

Deter ‘Dark Triad’ Personalities

2016 Max Block Award Winner: Outstanding 

Article in the Area of News & Views/Opinion



Beg	to	disagree
▪There Is No Financial Fraud Personality 

Type by Jeffrey Borenstein, MD, 

Psychiatrist, and Arthur J. Radin, CPA

▪“Until the brain is better understood, 
we believe that trying to define dark 
triad individuals is another step in the 
failed attempt to define criminals based 
on non­experiential information.”  

▪May 2017





Internal	Controls
▪Widely used model 

from COSO

–Contains 5 components

▪C­R­I­M­E

▪Committee of Sponsoring Organizations  1985, 1992, 2013



Fraud	Risk	Management	Process

COSO/ACFE, September 2016







More	Data	Analytic	Tools
▪Moving beyond the Corruption 
example for Purchasing....

▪Kickbacks: Analyze the free­text 
payment descriptions for high­risk 
keywords such as "expedite fee," 
"facilitation payment," or government 
liaison names.

▪Asset Misappropriation ­ Billing 
scheme: Extract vendors with 
incomplete profiles, especially those 
with missing telephone numbers or tax 
ID numbers.

▪Financial statement fraud­ Revenue 
Identify revenue recognized at period­
end and subsequently reversed or 
partially reversed.

http://www.acfe.com/fraudrisktools­tests.aspx



Fraud	Risk	Assessment	Scorecard



Risk	Assessment	Templates	with	Follow-up	tools



http://www.ephemeraha.com/rita
if interested in self-study of Dixon fraud



Disposition	of	Seized	Horses	In	
U.S.A.	 vs.			Rita	A.	Crundwell

The Trophy Room 
“Before” “Good I Will Be”

Trophy Room “After”



An example of 

misappropriated assets 

– fictitious vendor 

scheme
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