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EACUBO WorkshopEACUBO Workshop

June 17, 2011

With You Today

Frank A. Wisehart
Director

Business Advisory Services
MBA, CPA, ABV, CFE, CVA
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Contact Information:
fwisehart@schneiderdowns.com

Work Phone: 614-586-7118
Cell Phone: 614-791-2100

Business Address:
41 S. High Street

Suite 2100
Columbus, OH 43215

Goals and Objectives

• Fraud’s Impact on Organizations:
– What happens?
– Who does It?
– Why did they do it?
– What can you do about it?
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What can you do about it?
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Fraud Impact – What Happens

Fraud Headlines
• Iona College Fires 2 Employees After Discovering 

$800,000 Fraud, The Chronicle of Higher Education, Oct 10, 2010

• Palm Beach Atlantic University ex-president pleads 
guilty to fraud, money laundering, By Scott Travis, Sun 
Sentinel March 07 2011
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Sentinel, March 07, 2011

• Probe finds fraud, deception at for-profit colleges, 
USA Today, Aug 4, 2010

• Wire fraud, money laundering at center of Hardin 
case (at the University of Central Arkansas), By David McCollum, 
Thecabin.com, March 7, 2011
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New Economic Realities
• Revenues are down.
• Funding is down.
• Cost-cutting is required or has happened.
• Service delivery is at risk.
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• Financial controls are at risk.
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ACFE 2010 Report to the Nation

Summary of Findings
• Survey participants estimated that the typical 

organization loses 5% of its annual revenue to 
fraud. Applied to the estimated 2009 Gross World 
Product, this figure translates to a potential total 
f d l f h $2 9 illi
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fraud loss of more than $2.9 trillion.
• The median loss caused by the occupational fraud 

cases in our study was $160,000. Nearly one-
quarter of the frauds involved losses of at least $1 
million.

• The frauds lasted a median of 18 months before 
being detected. 

ACFE 2010 Report to the Nations
• The industries most commonly targeted were the 

banking/financial services, manufacturing and 
government/public administration sectors.

• Anti-fraud controls appear to help reduce the cost 
and duration of occupational fraud schemes. We 
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looked at the effect of 15 common controls on the 
median loss and duration of the frauds. Victim 
organizations that had these controls in place had 
significantly lower losses and time-to-detection 
than organizations without the controls. 
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ACFE Study – Impact
Distribution of Losses
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Fraud Impact

Organization Type of Victim — Frequency
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10Source: ACFE  Report to the Nations – 2010 Global Fraud Study

Fraud Impact

Organization Type of Victim — Median Loss
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Fraud Impact
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COSO Study – Fraud Impact
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Who Does It?

Fraud Impact
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Fraud Impact
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Source: ACFE  Report to the Nations – 2010 Global Fraud Study 16

Fraud Impact
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Source: ACFE  Report to the Nations – 2010 Global Fraud Study 17

Fraud Impact
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Source: ACFE  Report to the Nations – 2010 Global Fraud Study 18
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Perpetrators by Department
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19Source: ACFE  Report to the Nations – 2010 Global Fraud Study

COSO Study – Fraud Impact
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Drivers of Fraud – Why It Happens



6/15/2011

8

Fraud Triangle 
Rationalization/ 

Concealment 
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Opportunity 
Pressure/

Incentive

Quantitative Red Flags
• Inadequate working capital / undercapitalized

– Analyze:
• Quick/Current Ratios
• Aging Accounts Receivable
• Related-Party Transactions

STRICTLY PRIVATE AND CONFIDENTIAL

• Compensation tied to financial goals
– Example: CFO/upper management bonuses tied to 

financial performance
– Incentive: Cook the books to make bonus
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Quantitative Red Flags
• Disconnect between earnings and cash flow

• Maximized lines of credit

Late financial statements or compliance reporting
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• Late financial statements or compliance reporting

• Weak internal controls over hard and soft assets
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Qualitative Red Flags

• Failure to set the proper tone at the top
– Entity viewed as personal asset/piggybank

• Financial control vested into too few individuals
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– Owner(s) not as informed as they should be
– Failure to review 

• Failure to communicate unacceptable behavior
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Qualitative Red Flags

• Failure to review separation of duties

• Failure to review favored relationships
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What Can You Do About it?
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COSO Study – Fraud Impact
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COSO Study – Fraud Impact
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COSO Study – Fraud Impact
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COSO Study – Fraud Impact
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COSO Study – Fraud Impact
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Analyze Organizational 
Structure for Flaws

Informal Organization
•Leadership Behavior
•Communication

•Group Relations

Formal Organization

Outputs
•Good Reports
•Repeat Business

•Growth

Inputs
•Environment 
Resources History

•Competitive 
Limited Resources

•Regulation Tasks
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g
•Rules & Regulations
•Software

•Agreements
•Contracts

People
• Attitude 
• Individual skills

• Skills and 
knowledge demands
•Constraints on 
performance 
demands
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The Winner’s Manual for the Game of Life

“There is a culture of passiveness”

The Winner’s Manual for the Game of Life
by Jim Tressel (on sale)

“There is a culture of passiveness”
E. Gordon Gee

The Columbus Dispatch, June 12, 2011, 
“Terms of Tressel’s Exit Nearly Finished”


