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Prevention and Remedies
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A review of common fraud areas that occur in closely held 

businesses, how to prevent them and what your legal remedies are 
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• For companies with under 100 

employees, the average cost per 

occurrence of fraud is $155,000* !

* Survey conducted by the Association of Certified Fraud 

Examiners and reported in the 2010 Report to the Nations on 

Occupational Fraud and Abuse.

OVERVIEW

• Fraud Categories

• Asset misappropriation

• Motivating Factors

• Prevention

FRAUD CATEGORIES

• Corruption

• Asset misappropriation

• Fraudulent Statements
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Asset Misappropriation –

Sub Categories

• Skimming

• Cash Larceny

• Billing

• Expense Reimbursements

• Check Tampering

• Payroll

Asset Misappropriation –

Sub Categories - continued

• Cash register disbursements

• Cash on hand misappropriations

• Non-Cash Misappropriations

Motivating Factors - Financial

• Living beyond means

• Medical bills

• Poor personal credit

• Bankruptcy

• Recent divorce
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Motivating Factors - Vices

• Alcohol

• Drug use

• Gambling

• Extra-marital affairs

Motivating Factors -

Job Dissatisfaction

• Unappreciated

• Lack of respect

• Low pay

• Poor raises

• Unfair treatment

• Poor relations with supervisors and 

co-workers

Motivating Factors - Other

• Greed

• Challenge to “get away with it”

• Pressure from family or friends

• Pressure from co-workers 

(collusion)
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Prevention - Management Tone

• Set good examples

• Supportive and respectful of 

employees

Prevention – Internal Controls

• More common examples of controls 

for misappropriation of assets

• Segregation of duties

• High chance of detection will deter 

action

• Management Review

Other Considerations

• Mandatory vacations

• Background checks of employees

• Fidelity bonding of employees

• Anonymous tip hotline
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If you’ve noticed . . . 

• Customer complaints

• Vendor complaints

• Inventory shrinkage 

• Unexpected / unexplained financial trends

• Abrupt changes in employee behavior and lifestyles

• Employees living beyond their means

Or . . . 

Is it possible that a whistle-

blower has been trying to give 

you anonymous information?

Have you discovered possible 

systems or control problems?

Fraud engagement . . .

In connection with the preparation of 

your tax returns and financial 

statements, your CPA is not required to 

consider fraud unless providing audit 

services.
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Call Your Accountant 

• Expedite your investigation

• Calculate your loss  

Call Your Lawyer 

Call Your Lawyer 

• Sort through legal maze

• Get collection plan in place

• Act quickly to tie up assets 
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Get Supporting Documents 

• Internal documents 

• What’s missing and where did it go

Internal Loan Doc

Company Check – Personal Bill
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Company Check – Forged Sig.

Interview Suspect 

• Get admission / promise to repay

• Suspend / fire employee 

• COBRA issue? 

• Retirement accounts 

• Defamation issue? 

Exit Interview – Still Lying 
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Secure Computer / Emails

• Immediately

• Block outside access 

Interview Co-employees

• Keep confidential 

• Learn suspect’s motivation / personal 

issues 

• Social media 

Unexplained New Cars
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Paying Off Business Loan 

Sue Sue Sue 

• Employee and spouse 

• Prejudgment attachment or immediate 

injunction 

• Subpoena financial account records  

• Get agreed judgment 

Credit Card Expenditures 
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Insurance Claim 

• Duty to cooperate 

• Coverage issues 

• Future Training 

Insurance Policy

File Criminal Charges 

• Insurance policy may require

• In for a penny, in for a pound 

• Public relations issue? 
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Keep Up Morale

• Still need to lead 

• Co-employees are victims too

• Will ultimately make you stronger 

Questions?

Thank you 

for participating.

Marty Beyer, Esq. & Randy Domigan, CPA, CFE

IRS Circular 230 disclosure: To ensure compliance with requirements imposed 

by the IRS, we inform you that any U.S. federal tax advice contained in this 

document is not intended or written to be used, and cannot be used, for 

the purpose of (i) avoiding penalties under the Internal Revenue Code or 

(ii) promoting, marketing or  recommending to another party any 

transaction or matter that is contained in this document.


