
Corporate Fraud Handbook 

Prevention and Detection 

Fifth Edition 

Dr. Joseph T. Wells 

WILEY 



Contents 

Preface xi 
About the ACFE xv 

1 INTRODUCTION 1 
Defining Occupational Fraud and Abuse 2 
Research in Occupational Fraud and Abuse 6 
2016 Report to the Nations on Occupational Fraud and Abuse 26 
Notes 40 

PART I ASSET MISAPPROPRIATIONS 43 

2 INTRODUCTION TO ASSET MISAPPROPRIATIONS 45 
Overview 46 
Definition of Assets 46 
How Asset Misappropriations Affect Books of Account 47 
Notes 56 

3 SKIMMING 57 
Overview 61 
Skimming Data from the ACFE 2015 Global Fraud Survey 62 
Unrecorded Sales 63 
Understated Sales and Receivables 68 
Theft of Checks Through the Mail 70 
Short-Term Skimming 75 
Converting Stolen Checks 76 
Concealing the Fraud 79 
Detection 84 
Prevention 85 
Notes 87 

vii 



CONTENTS 

4 CASH LARCENY 88 
Overview 91 
Cash Larceny Data from the ACFE 2015 Global Fraud Survey 92 
Incoming Cash 93 
Cash Larceny from the Deposit 98 
Miscellaneous Larceny Scheines 102 
Detection 103 
Prevention 105 
Note 106 

5 CHECK TAMPERING 107 
Overview 110 
Check Tampering Data from the ACFE 2015 Global Fraud Survey 111 
Forged Maker Scheines 111 
Intercepted Checks 118 
Forged Endorsement Scheines 118 
Altered Payee Schemes 122 
Concealed Check Schemes 125 
Authorized Maker Schemes 127 
Concealment 130 
Detection 137 
Prevention 139 
Electronic Payment Tampering 141 
Notes 143 

6 REGISTER DISBURSEMENT SCHEMES 144 
Overview 145 
Register Disbursement Data from the ACFE 2015 Global Fraud Survey 148 
FalseRefunds 148 
False Voids 155 
Concealing Register Disbursements 157 
Detection 158 
Prevention 159 
Note 159 

7 BILLING SCHEMES 160 
Overview 164 
Billing Scheme Data from the ACFE 2015 Global Fraud Survey 165 
Shell Company Schemes 166 
Non-Accomplice Vendor Schemes 171 
Personal Purchases with Company Funds 176 
Detection 182 
Prevention 184 
Note 184 

viii 



Contents 

8 PAYROLL AND EXPENSE REIMBURSEMENT SCHEMES 185 
Overview 188 
Payroll Scheme Data from the ACFE 2015 Global Fraud Survey 189 
Payroll Schemes 190 
Detection of Payroll Schemes 201 
Prevention of Payroll Schemes 202 
Expense Reimbursement Data from the ACFE 2015 Global Fraud Survey 207 
Expense Reimbursement Schemes 208 
Detection of Expense Reimbursement Schemes 215 
Prevention of Expense Reimbursement Schemes 216 
Note 216 

9 INVENTORYANDOTHERNONCASHASSETS 217 
Overview: Noncash Misappropriation Data from the ACFE 2015 

Global Fraud Survey 220 
Misuse of Inventory and Other Assets 221 
Theft of Inventory and Other Assets 223 
Concealment 235 
Detection 237 
Prevention 241 
Misappropriation of Intangible Assets 242 
Notes 243 

PART II CORRUPTION 245 

10 BRIBERY 247 
Overview 250 
Corruption Data from the ACFE 2015 Global Fraud Survey 255 
Bribery Schemes 255 
Something of Value 269 
Economic Extortion 269 
Illegal Gratuities 270 
Detection 270 
Prevention 272 
Anti-Corruption Legislation 273 
Notes 277 

11 CONFLICTS OF INTEREST 278 
Overview 282 
Purchasing Schemes 283 
Sales Schemes 286 
Other Schemes 287 
Detection 289 
Prevention 290 
Note 291 

ix 



CONTENTS 

PART III FINANCIAL STATEMENT FRAUD 293 

12 ACCOUNTING PRINCIPLES AND FRAUD 295 
Introduction 296 
Fraud in Financial Statements 299 
Major Generally Accepted Accounting Principles 303 
Responsibility for Financial Statements 306 
Users of Financial Statements 307 
Types of Financial Statements 307 
Sarbanes-Oxley Act 309 
Financial Statement Fraud Data from the ACFE 2015 

Global Fraud Survey 320 
Notes 321 

13 FINANCIAL STATEMENT FRAUD SCHEMES 322 
Overview 328 
Defining Financial Statement Fraud 329 
Costs of Financial Statement Fraud 329 
Methods of Financial Statement Fraud 332 
Detection of Financial Statement Fraud Scheines 353 
Deterrence of Financial Statement Fraud 359 
Notes 365 

14 OCCUPATIONAL FRAUD AND ABUSE: THE BIG PICTURE 366 
Defining Abusive Conduct 366 
Measuring the Level of Occupational Fraud and Abuse 367 
Understanding Fraud Deterrence 370 
Corporate Sentencing Guidelines 374 
Ethical Connection 376 
Concluding Thoughts 378 
Notes 379 

APPENDIX: SAMPLE CODE OF BUSINESS ETHICS AND CONDUCT 380 
Introduction 380 
Conflicts of Interest 382 
Company Assets 386 
Political Contributions 387 
Employee Conduct 388 
Compliance Letter and Conflict-of-Interest Questionnaire 390 

Bibliography 391 
Index 399 

x 


