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I COVER 
STORY 

An entity can lose 
twice in on embezzle- 
ment case. Consider 

1 avoid even more rev- 
enue loss during the 
huud exuminotion 
und l it i~atio~~. 

Joe Mancha, m independent 
CPA, determid that +sits 
im ehe ,!lank a c w n t  of 
Shelby Buildmg Supply w e  
shorted by $285,CW. He 
wrote a report stating the com- 
&my's c o n t ~ o ~ ~  Julie Mays, 
was responsible for the loss.' 
The oww of Shelby Building 
Supply, Max A h ,  @d a 
proof of loss with the itlsur- 
awe company a d  recwered 
Jle poky limits of $2S,ooO - 
themaximumaIlowed& 
the policy. But Max also 
wanted a " p o d  offish" 
because he knew Julie had 
gambled all the n p e y  away 
Q n d h e ~ ~ n o ~ ~ ~ t  be able to 
collect h e  lass. 





PI-o\.ing a case and gives the fraud esaminer the hex ihnnsc to 

re~naiil in contact with the perpetrator and uncover thc full 
fraud scheme or schemes. 

The entity's policies or ckntr;lcts shou1J Jictatc if it places 
the employcc on Icu\.c. \vhisi~ i t  slloul~l Llo only after sufficient 
predication exists for 21 irnuLl c.xaminntion. 

I alwxys \v;lnt the employee available hec;iuse we m y  
uncover fraud faster tl~rough interviews than forensic csami- 
nation of boscz ot L ~ ~ C L I I ~ C I ~ C S .  Sometimes during the course of 
an interview the suspect i~nplicatcs othcr employees on  other 
past fr;luLls. 

Try to avoid esposing the employer to defunation clai~ns. 
Was this really emhezzlementl Was a cri~ne really co~nmittcd? 
Incon~petence can often appear to hc criminal. Avoid ju~nping 
to conclusions Ix~t cri~ninnls can often hide hehind cloi~ks of 
incompetence and they ofren \vex their outer gnrnwnts so well! 

The entity sho~ild not pre~naturely Jisclose informition to 
the wrong parties. This is especially Jawaping when it docs 
not know thc f u l l  estent of the fraud a i d  the numher of per- 
rctratort;. 

No. 4 Prepare Action Plan 
Here is a danpen~us mistake: jumping into an assignment with 
little or no planning. A11 embczzlcmcnt fraud esamination can 
he complcs so organiscd documentation is necessary. A proper 
plan docs the following: 

~nasimizes efficiency; 
ensures that you do  not overlook important stcps of the in\.cs- 

tipation; 
documents co~npliance \\,it11 professional standards regarding 

planning, supervision and due professional care; 
speeds completion of the written report at the close of the 

~n\.estipation; 
alli)\vs the fraud examiner to rccull pcrtincnt rletails of the 

\vork at a latcr datc. (The actual testifying may occur several 
years later. "I'm sorry, 1 can't rec;~ll" is not the answer you \\ant 
to provi~le in court.); and 

allows greater efficiency on future assignments as a reminder 

ot \vhat works and \\:hat does not. 
The approach to a11 c~nhczzleineilt case is to follo\v the steps 

in a typical fraud investigation - exa~ninc documents and then 
interview: 

neutrd, third-party witnesses; 
corroborative witnesses; 
co-conspirators; anci 
the suspcct. 

Y k ~ 1  can conduct most of the document examination covert- 
I\. \vitlloi~t placing ever)xme (including the suspect) on notice. 
Re\.iewing the documents can produce fruitful evidence of the 
crime, \vhich you can use during interviews to guide the esamination. 

Thc tinling mil order of the interviews are crucial. Once 
you start interviewing, everyone knows the examination has 
hegun. Talk first with managers \vho may he directly affected by 
the loss or those that may he useful in the investigation. Tell 
them that they shoulJ not clisclose any of the infmnation that 
you have to tell them. 

If you have not identified the suspected perpetrator, you 
will need to cast a wider net and bring in all indiviciuals who 
may have had the opportunities and access to commit the fraud, 
\vhich will provide documentatio that you did not single any- 
one out for discriminator); scrutiny. 

No. 5 Act Quickly 
Direct observation rarely catches employee theft. Usually a tip 
or specialized audit proceclure uncovers emhezzlernent. The per- 
petrator's schcmc or schemes likely have been ongoing. The 
financial impact may be ~naterial and will prohahly Iw greater 
than first suspected. The employer must move quickly to stc)p 
the damage. 

No. 6 Know Employer's Rights and Responsibilities 
The employer has a right to conduct a fraud examination and a 
responsiihlity to stockholders to investigate and seek to recover 
losses hy theft. The ccmples series of laws dealing with ernploy- 
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office to this home computer so coor~linate 
cutting off access to I X ~ I  computers. 
L>isconncct all access to ;ill conqwers from 
the employee':. otfiicc ;ls \vcH a s  any acccs: the 
employee may lia\.c from a rclnotc sirc. Also, 
Iw sure to ohtain thc ernplo!.ec4 piis.s~vord~ a d  
modify them so they cannclt he reused. 
Because thc cmploycc may knorv the pass- 
\vorlll; of others in the organir;ition, it is a !yet- 
ter ide;i t o  have everyone cliangc their p~..- 

No. 9 Perform Background Check 
of Suspect 
Background and credit checks allow the i h -  
tification of "need" and "grec~l" ;IS possil)lc 

I Certified Fraud Exnminers Committed to Helping You" I 
INNOVATIVE ... 

DISCRETE.. . 
EFFECTIVE.. . 

L - 
Chicago * Indianapolis * South Bend * 

Nashville * New Orleans * Antwerp, Belgium 
(574) 237-0877 -- (800) PRI-2003 

- 

4 PRI has been ulicovering fraud and corruption since 1984. 

4 We serve Fortune 50 and small prilvate companies by providing 
certified IT and forensic auditors trained to detect fraud. 

4 We s~ecial ize in franchisee. construction and vendor audits, three 
areas having great oppotlunity for fraud. 

4 We also serve our clients by completing financial, operational and 
IS audits in the U.S. .  Europe. Asia. Africa. and Latin America. 

4 All of our principals are with hands-on experience 

investioatino niisannrnnriatinns and other imnroner activities 
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Perspectives 
beyond the facts 
Is your company looking for better way3 
to prevent f~aud? Are you concerned >.our 
internal controls are not operating eiiec- 
ti~ely? At Savigant Consulting w e  have 
forensic spialistc and Certified Fraud 
Examiners who have the anal!t;cal and 
industrj experti= to prwidr assistance 
beyond the inwstigation. From forensic 
analysis and data mining.E internal aildit 
solutions and Sarbancj-Odel; mmpliance. 
Our fraud and internal audit specialists 
understand the complex hs i r~es i  and reg- 
datoy erwironment in which >nu operate. 
When risk, distress or unrrrtaine threatens 
guur interests, look to us for more than 
ansrvers. Look to us for direction. 

Navigant Consulting - turn to us 
for direction[sl. 

Contact ,, Arid Iian~irez, CFE, CIA, GS:l 
Uircct: 703.734.5939 
aramirc.z@navigantconsulting.con~ 
survsv.~~avigantconsulting.cv~~~ 

C O N S U L T I N G  

G3KJ NavrgarnMtinp. Irx. All righs mewed -NAMGAEIT' 
oa sPrviea ma ol P W ~ I  h~mrimtll. lrr NmngaCamltq 
Inc {NCl) u mi aAiliafed. asrociared. w In anymycnmtd 
wim Nmigani Inlemaliml. 1% and NC3 use d -NCIMG4W 
IS made under l~cense from Nav~gam InlarraliMaI. Iw 

additions and moclifications. 
Separate the cnsh/lxmking filncrion 

f'ro~n the accounts recci\xhlc f'irnction. 
Prorcct all check stock ; ~ n ~ l  clcsrroy 

ohx~lete stock. 
Mail 1-cnclor checks. Do not return 

them to the operatiny units tlwr 
requested the payrncnts. 

Reconcile hank accounts on :I timely 
h i s .  Pmics issuing rhc chccks m c l  
Ix~ndling deposits shoi~ld not be 
dIo\ \~~cI  to perfimn the rcconciliutions 

Rotate pcnonncl o r  fi~ncrions in 
cr-~tic;tl tinmci;~l areas on ;I regular 
ha-is. 

CFEs can hclp employers keep their 
ccluilihrium and n \ d  even more rev- 
enue 105s cluring the case's esamina- 
tion and litiption. 

\ 

Detect and Prevent. .. 
Check Fraud Identity Fraud 
DEPOSlT CHEKr I D E m  CHEKm 

w DeLect mw account mud - d e p o s i t d p l y m c n t e -  - - - -  

Access the most current account status . Comply w~th OFAC requirements 

and item level information = Perform non-documentary verification 

3ECISION CHEK, MICR 
Enhance check acceptance decisions 

Real-time notification of high risk items 

= Prevent over the counter losses 

Primary Payment Systems- provides a suite of Early Warning,, solutions 
used in the detection of high risk deposits, payments and individuals. 
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