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WHEN DID YOU LAST REVIEW
YOUR INTERNAL CONTROLS?

hen did you last review your internal
controls? Most dealers answer with
“never” or “right after we discovered
embezzlement.” The Association of
Certified Fraud Examiners (ACFE) estimates that
$994 billion is lost annually to employee theft and
fraud. Small businesses average

" Although almost 40% of fraud is committed by
nonmanagerial employees, fraud committed by
managers is twice as costly.

" Less than 8% of the perpetrators had convic-
tions prior to committing their frauds.

A multitude of different reasons eventually drives

losses of $200,000 per occurrence.
Fraud takes place every day in
small businesses just like yours.

Most employees who commit
fraud or embezzlement do not
begin their employment with the
idea of stealing from their employ-

an employee to steal, but three
factors are commonly present in

Robert cases of fraud: financial pres-
Deering, CPA sure, opportunity and rationali-
Pomares & zation. These three factors make

Company, LLP

up the fraud triangle (see figure
on page 2).

ers. The characteristics of the majority of people
involved in embezzlement schemes are counterin-
tuitive. Instead of acting and appearing “untrust-
worthy,” the individuals typically are long-term
employees above suspicion, which is how they get
in a position to perpetrate the fraud.

The 2008 ACFE Report to the Na-

Financial pressure is the base
of the fraud triangle. IFinancial pressure may arise
from a variety of circumstances. It is not uncommon
for perpetrators to have gambling debts, addiction
to drugs, a failed marriage, large education costs,

please turn the page vo

tion on Occupational Fraud and
Abuse reported that

v In 52% of the cases, the em-
ployee had been with the organiza-
tion for more than 5 years.
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