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Chapter 1

Executive Summary

This fraud prevention guide provides risk management professionals with a systematic approach to
identifying, preventing, and detecting fraudulent activities across all major business functions. Based
on extensive practical experience in governance, riskmanagement, and audit transformation, this guide
serves as both a reference tool and implementation framework for strengthening organizational fraud
controls.

1.1 Key Features

• Coverage of 190 specific fraud types across 19 business functions (10 per department)

• Risk-based impact assessments with standardized qualitative methodology

• Practical red flags and detection techniques for each fraud type

• Implementable control recommendations with specific procedures

• Cross-departmental fraud analysis and enterprise-wide risk perspective

• Implementation framework with detailed timelines and milestones

• Key Performance Indicators for monitoring program effectiveness

• Compliance with professional standards (ACFE, IIA, COSO, ISO 31000)

1.2 Target Audience

• Internal auditors and risk management professionals

• Compliance officers and fraud investigators

• Senior management and audit committee members

• External auditors and consulting professionals

• Academic institutions teaching fraud prevention

1.3 Important Disclaimer

This guide provides general fraud prevention guidance and should be adapted to specific organizational
needs, industry requirements, and local regulatory environments. Organizations should consult with
legal counsel and regulatory experts when implementing fraud prevention programs.
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Chapter 2

How to Use This Guide

2.1 Primary Applications

1. Risk Assessment: Identify relevant fraud risks for your organization using the departmental
analysis

2. Control Design: Implement appropriate preventive and detective controls based on recommen-
dations

3. Training Programs: Educate staff on fraud indicators and reporting procedures

4. Audit Planning: Focus audit efforts on high-risk areas using impact ratings and red flags

5. Incident Response: Reference guide when fraud is suspected or detected

2.2 Recommended Review Frequency

• Annual: Complete organizational fraud risk assessment review

• Quarterly: High-risk area monitoring and control effectiveness evaluation

• Monthly: Key performance indicator tracking and trend analysis

• As needed: When organizational changes, new risks, or incidents occur

2.3 Integration with Risk Frameworks

This guide complements and integrates with existing frameworks:

• COSO Internal Control Framework: Alignswith control environment and risk assessment com-
ponents

• ISO 31000 Risk Management: Supports systematic risk identification and treatment

• ACFE Fraud Prevention Framework: Follows prevention, detection, and responsemethodology

• IIA Standards: Consistent with internal audit professional practices

• Industry-specific standards: Can be customized for banking, healthcare, manufacturing, etc.

4



Chapter 3

Impact Rating Methodology

3.1 Qualitative Assessment Framework

3.1.1 HIGH IMPACT

Professional auditor judgment indicates fraud schemes that:

• Represent material losses that could significantly affect organizational performance

• Typically involve senior management, executives, or systematic long-term schemes

• Require board-level attention, external reporting, or regulatory notification

• Can result in substantial operational disruption affecting core business processes

• May trigger regulatory scrutiny, legal action, or reputational damage

• Generally involve sophisticated schemes, collusion, or override of controls

3.1.2 MEDIUM IMPACT

Professional auditor judgment indicates fraud schemes that:

• Represent moderate losses requiring management attention and investigation

• Usually involve mid-level employees, operational staff, or departmental activities

• Require internal investigation, control remediation, and process improvements

• May cause temporary operational challenges or efficiency reductions

• Typically involve isolated incidents, opportunistic behavior, or control weaknesses

• May require disclosure to external auditors or insurance providers

3.1.3 LOW IMPACT

Professional auditor judgment indicates fraud schemes that:

• Represent minor losses manageable at operational or supervisory levels

• Usually involve junior staff, small-scale activities, or administrative functions

• Can be addressed through normal supervisory processes and disciplinary action

• Result in minimal operational impact beyond immediate correction

5
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• Typically involve one-time incidents, petty theft, or procedural violations

• Generally handled through internal disciplinary action and control strengthening



Chapter 4

Enterprise-Wide Fraud Risks

4.1 Cross-Departmental Fraud Schemes

These fraud types typically involve multiple departments and require coordinated controls:

Fraud Type Departments
Involved

Impact Key Controls Cross-
References

Kickback
Schemes

Procurement,
Legal,
Administration,
Sales, Treasury

High Vendor due
diligence, conflict
policies, rotating
responsibilities

See: Procurement
#2, Sales #6,
Admin #10

Expense
Reimbursement
Fraud

HR, Finance,
Administration,
Sales, R&D

Medium Standardized
expense policies,
mandatory
receipts,
automated
workflows

See: HR #7,
Finance #6,
Admin #6

Vendor and
Supplier Fraud

Procurement,
Finance,
Operations,
Warehousing

High Three-way
matching, vendor
verification,
payment
segregation

See: Procurement
#3, Finance #7

Ghost Employee
Schemes

HR, Finance,
Administration,
Security

High Personnel file
audits, payroll
reconciliation,
bank verification

See: HR #1,
Finance #10,
Admin #4

Data
Manipulation

IT, Finance,
Audit,
Operations, QA

High System access
controls, change
management,
audit trails

See: IT #2,
Finance #1, Audit
#3

Asset Misappro-
priation

All
Departments

Med-
High

Asset tracking
systems,
segregation of
duties, security
measures

See: Operations
#2, Warehousing
#10
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4.2 Enterprise Risk Indicators

• Rapid organizational growth without corresponding control enhancement

• Significant management turnover or cultural changes

• Financial pressure from market conditions or performance targets

• Weak tone at the top or inadequate governance oversight

• Complex organizational structure with multiple entities or locations

• Heavy reliance on manual processes without automated controls

• Inadequate segregation of duties across critical business processes



Chapter 5

Departmental Fraud Analysis

5.1 Human Resources (HR)

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Ghost
Employees

High No work records,
duplicate bank
accounts, missing
files

Payroll analytics,
bank account
analysis,
verification
audits

Regular payroll
audits,
segregation of
duties,
verification
procedures

Falsified
Time
Records

Med Excessive
overtime,
inconsistent logs,
buddy punching

Time variance
analysis,
supervisor audits,
biometric reviews

Automated
time-tracking,
supervisor
reviews,
compliance
audits

Recruitment
Bribery

High Unqualified hires,
rushed processes,
lifestyle changes

Background
failures,
reference
verification,
performance
analysis

Standardized
procedures,
background
checks, selection
criteria

Benefits
Fraud

Med Ineligible
dependents,
excessive claims

Claims analysis,
eligibility
verification,
utilization review

Eligibility audits,
verification
processes, policy
enforcement

Payroll
Diversion

High Bank account
changes, delayed
payments

Change
monitoring,
exception
reports,
complaint
analysis

Secure systems,
dual approvals,
verification

9



Fraud Prevention Guide 10

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Training
Fund Misuse

Med Unverified
providers, vague
invoices

Budget variance,
vendor
verification,
outcome
assessments

Budget
approvals,
vendor vetting,
attendance
verification

Expense Re-
imbursement
Fraud

Med Missing receipts,
duplicate claims,
personal expenses

Expense pattern
analysis, receipt
verification,
duplicate
detection

Mandatory
receipt policies,
approval
workflows,
expense audits

Falsified
Credentials

Med Inconsistent
resume details,
unverifiable
certifications

Credential
verification
services,
reference checks,
performance
monitoring

Background
checks, credential
verification,
reference
validation

Nepotism
and
Favoritism

Med Hiring relatives,
rapid promotions
without
justification

Relationship
disclosure
analysis,
promotion
pattern review,
selection audits

Transparent
hiring processes,
conflict policies,
independent
panels

Leave and
Vacation
Abuse

Low Excessive leave
requests,
inconsistent
attendance,
unapproved
absences

Leave pattern
analysis,
attendance
monitoring,
supervisor
verification

Automated leave
tracking,
supervisor
approvals,
attendance
reviews

5.2 Finance

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Financial
Statement
Fraud

High Unusual journal
entries,
last-minute
adjustments,
missing
documentation

Ratio analysis,
trend analysis,
journal entry
testing, analytical
reviews

Independent
audits,
segregation of
duties, robust
accounting
software controls

Check
Tampering
and Forgery

High Missing check
sequences,
unusual payees,
altered signatures

Check sequence
analysis,
signature
verification
software, bank
reconciliation
discrepancies

Positive pay
systems, dual
signatures, daily
bank
reconciliations
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Wire
Transfer
Fraud

High Unusual transfer
requests,
unverified
recipient
accounts, rushed
authorization

Transfer pattern
analysis, account
verification
procedures,
authorization
tracking

Multi-factor
authentication,
dual approvals,
comprehensive
transfer auditing

Accounts
Receivable
Fraud

Med Delayed
collections,
suspicious
write-offs,
inconsistent
customer data

Aging analysis,
write-off pattern
review, customer
confirmation
procedures

Customer
verification
processes,
receivable audits,
segregation of
duties

Cash
Skimming

High Unrecorded
transactions, cash
register
discrepancies,
missing receipts

Cash variance
analysis,
transaction gap
analysis, deposit
timing reviews

Comprehensive
cash handling
controls, daily
reconciliations,
surveillance
systems

Expense
Manipulation

Med Missing receipts,
duplicate expense
claims, unusually
high expenses

Expense pattern
analysis, receipt
verification,
duplicate
detection systems

Mandatory
receipt
requirements,
automated
approval
workflows,
regular audits

Vendor
Payment
Fraud

High Payments to
unverified
vendors, rapid
payment
processing,
missing invoices

Vendor
verification
procedures,
payment timing
analysis, invoice
matching
processes

Vendor vetting
protocols,
structured
approval
workflows,
comprehensive
payment reviews

Budget
Manipulation

Med Unjustified budget
increases, vague
justifications,
consistent
overspending

Budget variance
analysis,
approval process
tracking,
expenditure
pattern
monitoring

Formal budget
review processes,
documented
approval
procedures,
expenditure
tracking

Investment
and
Securities
Fraud

High Unauthorized
investment
transactions,
fictitious
securities,
manipulated
performance

Portfolio
reconciliation,
performance
analysis, security
verification
procedures

Investment
committee
oversight,
custodian
confirmations,
independent
valuations
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Asset Misap-
propriation

High Missing physical
assets,
unexplained
expense increases,
lifestyle
inconsistencies

Asset
reconciliation
procedures,
expense analysis,
lifestyle change
monitoring

Comprehensive
asset tracking,
segregation of
duties, regular
physical audits

5.3 Treasury and Cash Management

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Bank
Account
Fraud

High Unauthorized
transactions,
account
manipulation,
forged banking
documents

Bank
reconciliation
analysis,
transaction
monitoring,
signature
verification

Dual
authorization
requirements,
regular bank
confirmations,
segregation of
banking duties

Cash Pooling
Fraud

High Unauthorized
inter-company
transfers, cash
concentration
manipulation

Cash flow
analysis,
inter-company
reconciliation,
transfer pattern
monitoring

Formal cash
pooling
agreements,
transfer approval
protocols, regular
reconciliation

Foreign
Exchange
Fraud

High Unauthorized FX
transactions,
exchange rate
manipulation,
concealed losses

FX position
monitoring, rate
comparison
analysis,
transaction
variance review

FX dealing limits,
independent rate
verification,
comprehensive
transaction
confirmations

Investment
Portfolio
Fraud

High Unauthorized
investment
decisions,
fictitious holdings,
performance
manipulation

Portfolio
reconciliation,
independent
performance
analysis, security
verification

Investment
committee
approval,
custodian
confirmations,
independent
portfolio
valuations

Liquidity
Management
Fraud

Med Cash flow
misrepresentation,
artificial liquidity
creation, payment
timing
manipulation

Cash flow
forecasting
analysis,
payment timing
review, liquidity
ratio monitoring

Cash
management
policies,
forecasting
controls,
comprehensive
payment
authorization
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Interest Rate
Manipulation

Med Unauthorized
hedging activities,
rate
manipulation,
hidden derivative
positions

Interest rate
analysis, hedge
effectiveness
testing,
derivative
position
monitoring

Hedging policy
compliance, rate
verification
procedures,
derivative
transaction
confirmations

Treasury
System Fraud

High Unauthorized
system access,
payment system
manipulation,
transaction
tampering

System access log
analysis,
payment
exception
reporting, change
control
monitoring

Robust access
controls,
comprehensive
system
monitoring,
segregation of
system duties

Banking
Relationship
Fraud

Med Undisclosed
banking
relationships,
unauthorized
signatories, fee
manipulation

Bank account
inventory,
signatory
verification
procedures,
banking fee
analysis

Banking
relationship
management,
signatory control
procedures, fee
monitoring
processes

Cash
Forecasting
Fraud

Med Inaccurate cash
forecasts,
manipulation of
projections,
hidden cash
requirements

Forecast accuracy
analysis, variance
investigation
procedures, trend
monitoring

Standardized
forecasting
procedures,
variance analysis
protocols,
independent
forecast review

Treasury
Reporting
Fraud

Med Manipulated
treasury reports,
hidden positions,
misrepresented
cash balances

Report
reconciliation,
position
verification,
balance
confirmation
procedures

Independent
treasury
reporting,
position
monitoring,
comprehensive
audit procedures

5.4 Procurement

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Bid Rigging
and
Collusion

High Limited bidders,
identical bid
patterns, unusual
pricing
similarities

Bid pattern
analysis, vendor
rotation tracking,
statistical price
analysis

Competitive
bidding
requirements,
vendor rotation
policies, bid
transparency
measures
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Kickback
Schemes

High Unusual vendor
selection, lifestyle
changes in staff,
undocumented
relationships

Vendor due
diligence
reviews, lifestyle
monitoring,
relationship
disclosure
analysis

Comprehensive
vendor due
diligence,
conflict-of-
interest policies,
regular audit
procedures

Fictitious
Vendor
Schemes

High Vendors with no
physical address,
incomplete
business records,
rapid approval

Vendor
verification
procedures,
address
validation,
business license
verification

Robust vendor
verification,
structured
approval
workflows,
regular vendor
reviews

Invoice
Fraud and
Manipulation

High Vague invoice
descriptions,
duplicate
payment requests,
unverified
invoices

Duplicate
payment
analysis, vendor
verification,
comprehensive
invoice matching

Invoice
verification
procedures,
three-way
matching
processes,
payment audit
protocols

Purchase
Order Fraud

High Unauthorized
purchase orders,
missing delivery
confirmations,
inconsistent
records

PO approval
tracking, delivery
verification
procedures,
procurement
record
reconciliation

PO approval
processes,
delivery
verification
requirements,
comprehensive
audit procedures

Quality and
Specification
Fraud

Med Frequent product
returns, customer
quality
complaints,
vendor favoritism

Quality metrics
analysis,
complaint
tracking
procedures,
vendor
performance
reviews

Quality
inspection
procedures,
vendor
performance
tracking, contract
enforcement
measures

Split
Purchase
Schemes

Med Multiple small
invoices from
same vendor,
purchases below
approval
thresholds

Purchase
aggregation
analysis, vendor
spend tracking,
approval
threshold
monitoring

Spending limit
controls,
approval
workflow
requirements,
transaction
monitoring
systems
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Collusive
Bidding Ar-
rangements

High Similar bidding
patterns,
consistently high
prices, limited
competitive
responses

Statistical bid
analysis, market
price research,
competitive
bidding
verification

Bid analysis
procedures,
market research
requirements,
competitive
bidding
enforcement

Unauthorized
Purchase
Activities

Med Purchases without
proper
authorization,
missing approval
documentation

Purchase
authorization
review, approval
documentation
verification,
expense analysis

Purchase control
procedures,
approval
workflow
requirements,
regular expense
reviews

Contract and
Vendor
Fraud

High Contract
manipulation,
vendor
performance
issues, undisclosed
relationships

Contract review
procedures,
vendor
performance
monitoring,
relationship
verification

Contract
management
procedures,
vendor
performance
tracking,
relationship
disclosure
requirements

5.5 Audit

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Audit Report
Manipulation

High Inconsistent audit
findings, rushed
completion,
missing evidence

Audit quality
reviews, finding
verification
procedures,
evidence
documentation
analysis

Independent
audit teams, peer
review processes,
standardized
reporting
procedures

Auditor-
Auditee
Collusion

High Overly friendly
relationships,
incomplete
procedures,
missing audit
trails

Auditor
independence
monitoring, audit
procedure
verification,
relationship
analysis

Auditor rotation
requirements,
independence
policies,
comprehensive
oversight
procedures
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Falsified
Audit
Evidence

High Inconsistent
documentation,
last-minute
evidence
submission,
suspicious
authenticity

Evidence cross-
verification,
document
authenticity
testing, audit trail
analysis

Evidence
verification
procedures,
digital audit
trails, document
authentication
measures

Audit Scope
Limitation

Med Restricted access
to information,
delayed audit
responses,
inadequate scope

Scope limitation
documentation,
access restriction
analysis, audit
timeline
monitoring

Defined audit
scope procedures,
escalation
protocols,
independent
oversight
measures

Sampling
Fraud and
Bias

Med Non-random
sampling
methods, biased
sample selection,
inadequate
sample sizes

Sample
methodology
review, statistical
analysis,
sampling bias
testing

Standardized
sampling
procedures,
statistical
validation,
independent
sample review

Audit Time
and Billing
Fraud

Low Excessive billable
hours, vague time
documentation,
inconsistent
productivity

Time tracking
analysis,
productivity
monitoring,
billing
verification
procedures

Time tracking
systems,
supervisor
reviews,
performance
metrics
monitoring

Suppressed
Audit
Findings

High Incomplete audit
reports, missing
follow-up
procedures,
management
pressure

Finding
suppression
analysis,
follow-up
tracking,
management
response
monitoring

Independent
reporting
channels,
whistleblower
protection, audit
committee
oversight

False
Professional
Qualifica-
tions

Med Unverified
certifications,
inconsistent
professional
credentials,
inadequate
quality

Credential
verification
procedures,
professional
competency
testing, audit
quality
assessment

Professional
credential
verification,
competency
requirements,
training
validation
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Audit Data
Tampering

High Inconsistent data
analysis,
unauthorized
system changes,
missing audit logs

Data integrity
verification,
change
management
analysis, audit
log monitoring

Data access
controls, change
management
procedures,
comprehensive
audit trails

Bribery and
Corruption

High Unusual
payments to
auditors,
undisclosed
relationships,
compromised
independence

Payment
analysis,
relationship
verification,
independence
testing
procedures

Anti-bribery
policies,
independence
monitoring,
conflict
disclosure
requirements

5.6 Information Technology (IT)

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Unauthorized
System
Access

High Unusual login
patterns, failed
authentication
attempts,
privileged access
abuse

Login pattern
analysis, failed
access attempt
monitoring,
privilege
escalation
detection

Multi-factor
authentication,
access logging,
regular access
reviews

Data
Manipulation
and Theft

High Inconsistent data
entries,
unauthorized
data changes,
suspicious data
export activities

Data integrity
checks, change
log analysis, data
loss prevention
monitoring

Access controls,
change
management
procedures,
comprehensive
system audits

Software
Piracy and
Licensing

Med Unlicensed
software
installations,
outdated license
agreements,
security
vulnerabilities

Software asset
management,
license
compliance
auditing,
vulnerability
scanning

Software asset
management
systems, license
compliance
monitoring,
approved vendor
procedures

Phishing and
Social
Engineering

High Suspicious email
communications,
unusual
information
requests, security
policy violations

Email security
monitoring, user
behavior
analysis, incident
reporting
tracking

Employee
security training,
email filtering
systems, incident
reporting
procedures
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Ransomware
and Malware

High Unusual system
behavior,
unauthorized file
encryption,
suspicious
network activity

Behavioral
analysis systems,
file encryption
monitoring,
network traffic
analysis

Regular system
backups, security
patch
management,
endpoint
protection
systems

Insider IT
Threats

High Unusual data
access patterns,
lifestyle changes
in IT staff, system
abuse behaviors

User behavior
analytics, data
access
monitoring, staff
background
monitoring

Access control
systems, behavior
monitoring tools,
employee
screening
procedures

IT Vendor
and Service
Fraud

Med Unverified IT
vendors, vague
service invoices,
substandard
service delivery

Vendor
verification
procedures,
service delivery
monitoring,
invoice analysis

IT vendor
vetting, contract
management,
service level
monitoring

Hardware
Theft and
Misuse

Med Missing IT
equipment,
unauthorized
hardware access,
asset tracking
discrepancies

Asset tracking
systems, access
monitoring,
inventory
reconciliation
procedures

IT asset
management,
security
measures,
comprehensive
access controls

System
Downtime
Manipulation

Med Frequent
unexplained
outages,
suspicious
maintenance
activities,
availability
manipulation

System
availability
monitoring,
maintenance
activity analysis,
incident pattern
tracking

System
monitoring tools,
incident response
procedures,
maintenance
scheduling
controls

Cloud and
Digital Fraud

High Unauthorized
cloud services,
data breach
incidents, cloud
security violations

Cloud service
monitoring, data
breach detection,
security
compliance
auditing

Cloud security
policies, data
encryption, cloud
service
management

5.7 Customer Service
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Identity
Theft and Im-
personation

High Unusual account
access requests,
inconsistent
customer
information,
frequent password
resets

Customer
verification
pattern analysis,
account access
monitoring,
authentication
failure tracking

Multi-factor
authentication,
identity
verification
procedures,
account
monitoring
systems

Account
Takeover
Fraud

High Unauthorized
account
modifications,
unusual
transaction
patterns, customer
complaints

Account change
monitoring,
transaction
pattern analysis,
customer
complaint
tracking

Account security
measures, change
verification
procedures,
customer alert
systems

Social
Engineering
Attacks

Med Unusual
information
requests, urgent
request patterns,
inconsistent caller
identification

Call pattern
analysis,
information
request
monitoring, staff
feedback systems

Comprehensive
staff training,
verification
procedures,
escalation
protocols

Refund and
Return Fraud

Med Excessive refund
requests, duplicate
refund processing,
unverified return
merchandise

Refund pattern
analysis,
duplicate
detection
systems, return
merchandise
verification

Refund approval
processes, return
verification
procedures,
comprehensive
audit trails

Service
Manipulation
Schemes

Med Unauthorized
service
modifications,
billing
discrepancy
patterns, customer
disputes

Service change
monitoring,
billing analysis
procedures,
dispute pattern
tracking

Service change
controls, billing
verification
systems,
customer
confirmation
procedures

Call Center
Data Theft

High Unusual call
patterns,
unauthorized
customer data
access, suspicious
data exports

Call monitoring
systems, data
access analysis,
export activity
tracking

Call recording
systems, data
access controls,
performance
monitoring
procedures

Customer
Information
Misuse

High Unauthorized
data access
patterns,
suspicious
information
sharing, privacy
violations

Data access
monitoring,
information
sharing analysis,
privacy audit
procedures

Data access
controls, privacy
training
programs,
comprehensive
audit procedures
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Fake
Customer
Account
Creation

Med Suspicious new
account patterns,
inconsistent
registration
information, bulk
registrations

Account creation
pattern analysis,
information
verification
procedures,
registration
monitoring

Customer
verification
systems, account
approval
procedures, fraud
detection
algorithms

Loyalty
Program
Fraud

Med Point
manipulation
schemes,
unauthorized
account sharing,
fraudulent
redemptions

Point transaction
analysis, account
activity
monitoring,
redemption
pattern tracking

Program control
systems, point
auditing
procedures, fraud
detection
algorithms

Customer
Support
Ticket Fraud

Low Falsified support
tickets, priority
level
manipulation,
resource abuse
patterns

Ticket pattern
analysis, priority
justification
review, resource
utilization
tracking

Ticket approval
processes,
priority control
systems, resource
monitoring
procedures

5.8 Research & Development (R&D)

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Intellectual
Property
Theft

High Unauthorized
data access
patterns, unusual
file transfer
activities,
employee
departures

Data access
monitoring, file
transfer analysis,
departure
screening
procedures

IP protection
policies, access
control systems,
confidentiality
agreements

Research
Grant Fraud

High Misrepresented
qualifications,
inflated project
costs, fictitious
research activities

Grant application
review, cost
analysis
procedures,
research progress
verification

Grant
management
procedures, cost
tracking systems,
independent
verification

Research
Data
Manipulation

High Inconsistent
research results,
missing data
points, statistical
anomalies

Data integrity
verification,
statistical
analysis, peer
review
procedures

Data
management
procedures,
version control
systems,
comprehensive
audit trails
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Patent and IP
Fraud

High False inventor
claims, prior art
concealment,
fraudulent patent
applications

Patent
application
review, inventor
verification, prior
art search
procedures

Patent
management
procedures,
inventor
documentation,
legal review
processes

Clinical Trial
Fraud

High Falsified patient
data, protocol
violations,
unreported
adverse events

Data monitoring
procedures,
protocol
compliance
checks, adverse
event tracking

Clinical trial
procedures, data
monitoring
systems,
regulatory
compliance
measures

Research
Collabora-
tion Fraud

Med Undisclosed
conflicts of
interest, IP
misappropriation,
resource misuse

Collaboration
agreement
monitoring, IP
tracking
procedures,
resource
allocation
analysis

Collaboration
agreements,
conflict
disclosure
procedures, IP
protection
measures

Publication
and
Academic
Fraud

Med Falsified
authorship
claims, data
manipulation,
plagiarism
incidents

Publication
review
procedures,
authorship
verification,
plagiarism
detection systems

Publication
policies,
authorship
guidelines, peer
review
procedures

Research
Equipment
Misuse

Med Unauthorized
equipment use,
personal project
activities,
equipment theft

Equipment usage
monitoring,
project tracking
procedures, asset
monitoring
systems

Equipment usage
policies, tracking
systems,
comprehensive
access controls

Vendor and
Contract
Fraud

Med Inflated research
costs, fictitious
vendor
relationships,
substandard
delivery

Vendor
verification
procedures, cost
analysis, service
delivery
monitoring

Vendor
management
systems, cost
control
procedures,
quality assurance
measures

Regulatory
Compliance
Fraud

High False regulatory
submissions,
concealed safety
data,
non-compliance
incidents

Regulatory
submission
review, safety
data monitoring,
compliance
tracking
procedures

Regulatory
compliance
procedures,
safety monitoring
systems,
compliance audit
measures
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5.9 Quality Assurance

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Product
Quality
Tampering

High Unusual product
failure patterns,
customer
complaints,
inconsistent
quality metrics

Product testing
analysis, failure
pattern tracking,
customer
complaint
monitoring

Quality control
procedures,
testing protocols,
tamper-evident
measures

Certification
Document
Fraud

High False quality
certifications,
unverified testing
procedures,
document
manipulation

Certification
verification
procedures,
testing result
analysis,
document
authentication

Certification
management
procedures,
independent
testing,
document control
systems

Testing Data
Manipulation

High Inconsistent test
results, missing
testing data,
rushed testing
procedures

Test result
analysis, data
integrity
verification,
testing timeline
review

Testing
procedures, data
management
systems,
independent
verification
measures

Compliance
Reporting
Fraud

High False compliance
reports, concealed
violations,
document forgery

Compliance
monitoring
procedures,
violation
tracking,
document
verification
systems

Compliance
procedures,
monitoring
systems,
comprehensive
audit trails

Safety Data
Falsification

High Unreported safety
incidents,
manipulated
safety data,
concealed risk
information

Safety incident
analysis, data
integrity
verification, risk
assessment
review

Safety
procedures,
incident
reporting
systems, data
validation
measures

Supplier
Quality
Fraud

Med Substandard
material quality,
false quality
certificates,
concealed product
defects

Supplier audit
procedures,
material testing,
certificate
verification
systems

Supplier
management
procedures,
quality
agreements,
testing protocols
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Quality
Inspection
Fraud

Med Falsified
inspection reports,
missed defect
identification,
rushed inspections

Inspection result
analysis, defect
pattern tracking,
inspection
timeline review

Inspection
procedures,
independent
verification,
comprehensive
audit trails

Equipment
Calibration
Fraud

Med Falsified
calibration
records,
equipment
manipulation,
inaccurate
measurements

Calibration
verification
procedures,
equipment
monitoring,
measurement
analysis

Calibration
procedures,
equipment
controls,
verification
protocols

Quality
Management
System Fraud

Med System control
bypassing,
documentation
fraud, process
manipulation

System
monitoring
procedures,
documentation
review, process
audit measures

Quality
management
systems, process
controls, audit
procedures

Customer
Quality Issue
Fraud

Med False quality
claims, concealed
product defects,
warranty fraud
schemes

Customer
feedback
analysis,
warranty claim
tracking, quality
monitoring
procedures

Quality
procedures,
customer
communication
systems,
warranty
management

5.10 Security Department

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Access Badge
and
Credential
Fraud

Med Unauthorized
facility access,
badge sharing
incidents, falsified
security
credentials

Access log
analysis, badge
usage pattern
monitoring,
credential
verification
procedures

Badge
management
systems, access
control
procedures,
authentication
protocols

Physical
Security
System
Bypass

High Unauthorized
entry incidents,
security system
manipulation,
facility breach
events

Access
monitoring
systems, security
system logs,
breach detection
procedures

Access control
systems,
monitoring
procedures,
incident response
protocols
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Surveillance
System
Manipulation

High Camera
tampering
incidents,
recording gap
patterns, evidence
manipulation
cases

Video analysis
procedures,
system
monitoring,
equipment
inspection
protocols

Surveillance
procedures,
equipment
controls,
comprehensive
audit trails

Security
Incident
Reporting
Fraud

Med False incident
reports,
suppressed
security events,
manipulated
investigations

Incident analysis
procedures,
reporting pattern
review,
investigation
verification

Reporting
procedures,
investigation
protocols,
independent
review measures

Security
Vendor
Service
Fraud

Med Inflated security
costs, substandard
service delivery,
falsified security
reports

Vendor
performance
monitoring, cost
analysis
procedures,
service
verification
systems

Vendor
management
procedures,
performance
metrics, contract
compliance
measures

Security
Guard
Performance
Fraud

Med Falsified patrol
logs, attendance
fraud incidents,
negligent duty
performance

Patrol
verification
procedures,
attendance
monitoring,
performance
tracking systems

Guard
management
procedures,
patrol protocols,
performance
monitoring
systems

Alarm and
Response
System Fraud

Med False alarm
incidents, system
manipulation,
delayed response
procedures

Alarm analysis
procedures,
system
monitoring,
response time
tracking

Alarm
procedures,
system controls,
response
protocols

Key and Lock
Management
Fraud

Med Unauthorized key
duplication, key
theft incidents,
access control
abuse

Key tracking
procedures,
access
monitoring,
security audit
measures

Key management
procedures,
access controls,
comprehensive
audit trails

Emergency
Response
Fraud

High False emergency
declarations,
delayed response
incidents, resource
misuse patterns

Emergency
analysis
procedures,
response
tracking,
resource
monitoring
systems

Emergency
procedures,
response
protocols,
training
programs
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Security
Training and
Compliance
Fraud

Low Falsified training
records,
inadequate
security training,
compliance
violations

Training
verification
procedures,
compliance
monitoring,
performance
tracking systems

Training
procedures,
compliance
tracking, audit
protocols

5.11 Environmental, Health & Safety (EHS)

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Environmental
Reporting
Fraud

High False
environmental
data submissions,
concealed
violations,
manipulated
monitoring
reports

Environmental
data analysis,
compliance
monitoring
procedures,
report
verification
systems

Environmental
procedures, data
management
systems,
independent
audit measures

Safety
Incident
Cover-up

High Unreported safety
incidents, falsified
incident reports,
concealed
workplace injuries

Incident analysis
procedures,
reporting pattern
monitoring,
injury tracking
systems

Safety
procedures,
incident
reporting
systems,
investigation
protocols

Environmental
Permit Fraud

High False permit
applications,
concealed permit
violations, expired
permit operations

Permit
verification
procedures,
compliance
monitoring,
permit
application
review

Permit
management
procedures,
compliance
tracking, legal
review processes

Regulatory
Compliance
Fraud

High False compliance
reports, concealed
regulatory
violations,
document
manipulation

Compliance
monitoring
procedures,
violation
tracking,
document
verification
systems

Compliance
procedures,
monitoring
systems,
comprehensive
audit trails
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Waste
Management
Fraud

Med Illegal waste
disposal, falsified
waste records,
unauthorized
waste vendor
relationships

Waste tracking
procedures,
disposal
verification,
vendor
monitoring
systems

Waste
management
procedures,
vendor controls,
tracking systems

Safety
Training
Fraud

Med Falsified training
records,
inadequate safety
training,
compliance
violations

Training
verification
procedures,
compliance
monitoring,
performance
tracking systems

Training
procedures,
compliance
tracking, audit
protocols

Equipment
Safety Fraud

High Falsified safety
inspections,
unsafe equipment
operations,
concealed
equipment defects

Equipment
monitoring
procedures,
inspection
verification,
safety audit
measures

Equipment
procedures,
inspection
protocols,
maintenance
tracking systems

Chemical
and
Hazardous
Material
Fraud

High Illegal chemical
storage, falsified
safety data sheets,
improper
hazardous
material handling

Chemical
tracking
procedures,
safety data
verification,
handling
monitoring
systems

Chemical
management
procedures,
safety protocols,
regulatory
compliance
measures

Emergency
Preparedness
Fraud

Med Inadequate
emergency
planning, falsified
emergency drills,
emergency
resource misuse

Emergency plan
review
procedures, drill
verification,
resource tracking
systems

Emergency
procedures, drill
protocols,
resource
management
systems

Contractor
Safety Fraud

Med Unqualified safety
contractors, safety
violation
incidents,
inadequate
contractor
training

Contractor
verification
procedures,
safety
monitoring,
training
validation
systems

Contractor
management
procedures,
safety
requirements,
performance
tracking
measures
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5.12 Board and Executive Functions

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Corporate
Governance
Fraud

High Bypassed
governance
procedures,
undisclosed
conflicts,
governance
violations

Governance
monitoring
procedures,
procedure
compliance
tracking, conflict
analysis systems

Governance
procedures,
conflict policies,
independent
oversight
measures

Director
Fiduciary
Fraud

High Undisclosed
director conflicts,
self-dealing
transactions,
fiduciary duty
breaches

Director
monitoring
procedures,
conflict analysis,
transaction
review systems

Director
procedures,
conflict
disclosure
requirements,
independent
review measures

Executive
Compensa-
tion Fraud

High Unauthorized
executive bonuses,
falsified
performance
metrics, concealed
benefits

Compensation
analysis
procedures,
performance
verification,
benefit tracking
systems

Compensation
procedures,
performance
metrics,
independent
review measures

Insider
Trading
Violations

High Unusual trading
patterns,
undisclosed
insider
relationships,
suspicious trading
timing

Trading
monitoring
systems,
relationship
analysis, timing
review
procedures

Trading policies,
disclosure
requirements,
monitoring
systems

Conflict of
Interest
Violations

Med Undisclosed
business
relationships,
self-dealing
decisions, biased
decision-making

Conflict
monitoring
procedures,
relationship
tracking, decision
analysis systems

Conflict policies,
disclosure
procedures,
independent
review measures

Board
Meeting
Fraud

Med Falsified meeting
minutes,
manipulated
voting procedures,
concealed board
decisions

Meeting
documentation
review, voting
analysis, decision
tracking
procedures

Meeting
procedures,
documentation
controls,
transparency
requirements
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Shareholder
Rights Fraud

High False financial
disclosures,
concealed
material
transactions,
shareholder
voting
manipulation

Financial analysis
procedures,
transaction
review, voting
monitoring
systems

Financial
controls,
transaction
procedures,
voting system
integrity

Regulatory
Filing Fraud

High False regulatory
disclosures,
concealed
material
information,
manipulated
filing data

Filing analysis
procedures,
disclosure
verification, data
integrity
verification

Filing
procedures,
disclosure
controls,
independent
review measures

Strategic
Decision
Fraud

High Biased strategic
analysis,
concealed decision
information,
self-interested
decisions

Decision analysis
procedures,
information
verification, bias
detection systems

Decision
procedures,
information
controls,
independent
analysis
measures

Executive
Succession
Fraud

Med Biased succession
selection,
concealed
succession
agreements,
qualification
fraud

Selection
monitoring
procedures,
agreement
review,
qualification
verification
systems

Succession
procedures,
selection criteria,
independent
oversight
measures

5.13 Supply Chain Management

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Supplier
Qualification
Fraud

High Falsified supplier
credentials,
substandard
material delivery,
supplier
performance
manipulation

Supplier
verification
procedures,
quality testing,
delivery
monitoring
systems

Supplier
management
procedures,
quality controls,
delivery
verification
measures
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Logistics and
Transporta-
tion Fraud

Med Route
manipulation
schemes, cargo
theft incidents,
falsified delivery
documentation

Route monitoring
systems, cargo
tracking, delivery
verification
procedures

Logistics
procedures,
tracking systems,
security
measures

Customs and
Trade Fraud

High False customs
declarations, duty
evasion schemes,
trade
classification
fraud

Customs
documentation
review, duty
analysis,
classification
verification
procedures

Customs
procedures,
documentation
controls,
compliance
monitoring
systems

Trade
Compliance
Fraud

High Sanctions
violation
incidents, export
control breaches,
licensing fraud
schemes

Compliance
monitoring
procedures,
sanction
screening, license
verification
systems

Trade compliance
procedures,
screening
systems, audit
controls

Country of
Origin Fraud

Med False origin
certifications,
certification
fraud, product
labeling
manipulation

Origin
verification
procedures,
certification
review, labeling
audit measures

Origin
procedures,
certification
controls, labeling
verification
systems

Transportation
Cost Fraud

Med Route
manipulation,
fuel cost fraud,
maintenance cost
manipulation

Transportation
monitoring, fuel
tracking,
maintenance
verification
procedures

Transportation
procedures,
tracking systems,
maintenance
controls

Third-Party
Logistics
Fraud

Med Service delivery
fraud, billing
irregularities,
performance
manipulation
schemes

Service
monitoring
procedures,
billing
verification,
performance
tracking systems

3PL management
procedures,
performance
metrics, billing
controls

Supply Chain
Documenta-
tion Fraud

High Falsified shipping
documents,
missing
documentation,
document
manipulation
incidents

Document
verification
procedures,
completeness
checks,
authenticity
validation
systems

Documentation
procedures,
control systems,
comprehensive
audit trails
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Vendor
Performance
Fraud

Med False performance
metrics, concealed
service failures,
vendor
relationship
manipulation

Performance
monitoring
procedures,
metric
verification,
relationship
analysis systems

Performance
management
procedures,
metric validation,
relationship
controls

Supply Chain
Finance
Fraud

High Invoice
manipulation
schemes, payment
fraud incidents,
financing
irregularities

Finance
monitoring
procedures,
invoice
verification,
payment tracking
systems

Finance
procedures,
payment
controls, audit
systems

5.14 Real Estate and Project Management

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Project Cost
Overrun
Fraud

High Unjustified cost
increases, vague
project invoices,
missing cost
documentation

Cost variance
analysis, invoice
verification
procedures,
project audit
measures

Detailed budget
procedures,
invoice
verification,
project audit
protocols

Contractor
Collusion
Schemes

High Single-source
contractor
awards, rushed
approval
processes,
contractor
relationship
irregularities

Contractor due
diligence,
approval process
monitoring,
relationship
verification
procedures

Competitive
bidding
procedures,
contractor due
diligence,
transparency
measures

Project Asset
Misappropri-
ation

Med Missing project
equipment,
untracked project
assets, unusual
asset records

Asset tracking
procedures,
inventory
monitoring, asset
reconciliation
systems

Asset tracking
systems, regular
inventories,
segregation of
duties

False Invoice
Schemes

High Vague project
invoices,
unverified
contractor
relationships,
missing project
deliverables

Invoice
verification
procedures,
contractor
verification,
deliverable
tracking systems

Invoice
verification
procedures,
three-way
matching,
payment reviews
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Real Estate
Transaction
Fraud

High Inconsistent
property records,
rushed real estate
transactions,
unverified
property titles

Property
verification
procedures,
transaction due
diligence, title
verification
systems

Title verification
procedures, due
diligence
processes, legal
reviews

Project
Budget
Manipulation

Med Unjustified budget
increases, vague
budget
justifications,
consistent budget
overspending

Budget variance
analysis,
approval process
tracking,
expenditure
monitoring
procedures

Budget review
procedures,
approval
processes,
expenditure
tracking systems

Construction
Progress
Fraud

High Inconsistent
progress reports,
missing project
milestones,
unverified
progress claims

Progress review
procedures,
milestone
verification,
independent
progress audits

Independent
progress reviews,
milestone
verification, audit
procedures

Project
Vendor
Fraud

High Unverified project
vendors, inflated
vendor prices,
frequent vendor
changes

Vendor
verification
procedures, price
benchmarking,
vendor
performance
monitoring

Vendor vetting
procedures, price
benchmarking,
contract reviews

Permit and
Regulatory
Fraud

Med Missing
construction
permits, rushed
permit approvals,
regulatory
violation incidents

Permit tracking
procedures,
compliance
monitoring,
regulatory
oversight
measures

Permit tracking
systems,
compliance
audits, regulatory
oversight

Project Time
and Labor
Fraud

Med Excessive labor
hours, vague time
documentation,
low project
productivity

Time tracking
analysis,
productivity
monitoring,
performance
metrics review

Time tracking
systems,
supervisor
reviews,
performance
metrics
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5.15 Sales and Marketing

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Sales
Revenue
Fraud

High Inconsistent sales
data, last-minute
sales bookings,
customer
complaint
patterns

Sales verification
procedures, CRM
audit measures,
customer
confirmation
systems

Sales verification
procedures, CRM
audits, customer
confirmations

Marketing
Budget
Misuse

Med Vague marketing
expenses,
unverified
marketing
vendors, budget
overspending
patterns

Budget variance
analysis, vendor
verification
procedures,
expense tracking
systems

Budget approval
procedures,
vendor
verification,
expense tracking
measures

False
Advertising
Claims

High Exaggerated
product claims,
customer dispute
escalations, lack
of advertising
evidence

Advertisement
compliance
reviews, legal
oversight,
customer
feedback analysis

Advertisement
compliance
reviews, legal
oversight,
customer
feedback systems

Channel
Stuffing
Schemes

High Excessive product
shipments, high
return rates,
customer
complaint
escalations

Inventory
tracking
procedures, sales
audit measures,
distributor
agreement
monitoring

Inventory
tracking systems,
sales audits,
distributor
agreements

Lead
Generation
Fraud

Med Low lead
conversion rates,
unverifiable lead
sources, repetitive
lead data

Lead verification
procedures,
performance
tracking, CRM
audit measures

Lead verification
systems,
performance
tracking, CRM
audits

Sales
Commission
Fraud

Med Unusual vendor
selection patterns,
undocumented
payment schemes,
lifestyle changes

Vendor due
diligence
procedures,
payment
analysis, lifestyle
monitoring
systems

Vendor due
diligence,
commission
policies, audit
procedures

Discount and
Pricing Fraud

Med Excessive discount
authorizations,
unapproved
pricing terms,
inconsistent
pricing patterns

Discount
approval
monitoring,
pricing control
analysis, audit
procedures

Discount
approval
workflows,
pricing controls,
audit measures
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Digital
Marketing
Fraud

Med Inflated
click-through
rates, low
conversion
metrics,
suspicious web
traffic patterns

Marketing
performance
monitoring,
third-party
audits, fraud
detection systems

Performance
monitoring
procedures,
third-party
audits, fraud
detection tools

Customer
Data Misuse

High Unauthorized
customer data
access, unusual
data transfer
patterns, customer
privacy
complaints

Data access
monitoring
procedures,
privacy audit
measures,
security systems

Data access
controls, privacy
policies, security
audit procedures

Event and
Promotion
Fraud

Med Vague event
expenses, low
event attendance,
unverified event
vendors

Event budget
analysis,
attendance
tracking, expense
audit procedures

Event budget
approvals,
attendance
tracking, expense
audits

5.16 Operations

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Operational
Process
Manipulation

Med Bypassed
operational
controls,
inconsistent
process outputs,
employee
complaints

Process
monitoring
procedures,
output analysis,
employee
feedback systems

Standardized
procedures,
process audits,
employee
training

Resource and
Material
Theft

Med Missing
operational
inventory,
unexplained
material
shortages,
unauthorized
facility access

Inventory
tracking
procedures,
shortage analysis,
access
monitoring
systems

Access controls,
inventory
tracking, security
measures

Vendor
Service
Fraud

High Unverified
operational
vendors, poor
service quality
delivery, frequent
vendor changes

Vendor audit
procedures,
performance
tracking, contract
review systems

Vendor audits,
performance
tracking, contract
reviews
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Time and
Productivity
Fraud

Med Excessive
overtime claims,
vague time
documentation,
low productivity
metrics

Time tracking
analysis,
productivity
monitoring,
performance
review systems

Time tracking
systems,
supervisor
reviews,
performance
metrics

Equipment
Misuse and
Theft

Med Unauthorized
equipment usage,
missing
operational assets,
unusual
maintenance
patterns

Equipment
monitoring
procedures, asset
tracking,
maintenance
analysis systems

Asset tracking
systems, access
controls, usage
monitoring

Production
Reporting
Fraud

Med Inconsistent
production
reports, unverified
production data,
rushed report
submissions

Production audit
procedures, data
verification,
performance
analysis systems

Production
audits, data
verification,
performance
tracking

Scrap and
Waste Fraud

Med Unreported scrap
sales, missing
waste inventory,
unusual waste
transactions

Scrap tracking
procedures, sales
verification,
waste monitoring
systems

Scrap tracking
systems, sales
verification,
segregation of
duties

Maintenance
Contract
Fraud

Med Vague
maintenance
invoices, frequent
equipment
repairs, unverified
maintenance
vendors

Maintenance
analysis
procedures,
vendor
verification, cost
audit systems

Maintenance
monitoring,
vendor vetting,
cost audits

Utility and
Energy
Fraud

Low Inconsistent
utility billing,
unusual
consumption
patterns, energy
usage
irregularities

Energy
monitoring
procedures, bill
analysis,
consumption
tracking systems

Energy usage
monitoring,
independent
audits, meter
verification

Operational
Quality
Control
Fraud

High Customer quality
complaints,
frequent product
returns,
inconsistent
quality reporting

Quality audit
procedures,
complaint
analysis, testing
verification
systems

Independent
quality audits,
standardized
testing, employee
training

5.17 Warehousing
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Inventory
Theft
Schemes

High Inventory count
discrepancies,
missing stock
items,
unauthorized
warehouse access

Inventory
analysis
procedures, stock
monitoring,
access tracking
systems

Security cameras,
access controls,
regular stock
audits

Falsified
Inventory
Records

High Inconsistent
inventory data,
frequent
inventory
adjustments,
missing
documentation

Inventory system
analysis,
adjustment
tracking,
documentation
review
procedures

Automated
inventory
systems, cycle
counts,
segregation of
duties

Unauthorized
Shipment
Fraud

High Unverified
shipment
authorizations,
missing delivery
documentation,
customer
complaints

Shipment
verification
procedures,
delivery tracking,
customer
complaint
analysis

Shipment
verification
systems, delivery
tracking,
approval
workflows

Return
Merchandise
Fraud

Med Excessive return
processing,
missing returned
items, inconsistent
return
documentation

Return analysis
procedures, item
verification,
documentation
review systems

Return
verification
procedures,
approval
processes,
inventory
tracking

Damaged
Goods Fraud

Med Frequent damage
claims, missing
damage
documentation,
unverified loss
claims

Damage
verification
procedures,
independent
inspections, loss
analysis systems

Damage
verification
procedures,
independent
inspections, audit
trails

Delivery
Documenta-
tion Fraud

High Missing delivery
confirmations,
unverified
delivery vendors,
customer dispute
patterns

Delivery
verification
procedures, GPS
tracking
validation,
customer
confirmation
systems

Delivery
verification
systems, GPS
tracking,
customer
confirmations

Inventory
Shrinkage
Fraud

Med Unexplained
inventory
shrinkage,
inconsistent
shrinkage records,
lack of audit
procedures

Shrinkage
analysis
procedures,
record review,
audit verification
systems

Regular cycle
counts, shrinkage
audits, security
measures
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Product
Labeling
Fraud

High Inconsistent
product labeling,
missing inventory
items, unusual
inventory
movement
patterns

Label verification
procedures,
barcode analysis,
inventory audit
systems

Label verification
systems, barcode
systems,
inventory audits

Warehouse
Vendor
Fraud

Med Unverified
warehouse
vendors, vague
service invoices,
frequent vendor
changes

Vendor
verification
procedures,
service
monitoring,
invoice analysis
systems

Vendor vetting
procedures,
contract reviews,
payment
approvals

Warehouse
Equipment
Theft

Med Missing
warehouse
equipment,
untracked
equipment assets,
unauthorized
equipment access

Equipment
tracking
procedures, asset
monitoring,
access control
systems

Asset tracking
systems, security
measures, access
controls

5.18 Legal and Compliance

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Bribery and
Corruption

High Unusual payment
patterns,
undisclosed
business
relationships,
rushed decision
approvals

Payment analysis
procedures,
relationship
verification,
approval
monitoring
systems

Anti-bribery
policies, conflict
disclosures, audit
procedures

Falsified
Compliance
Reports

High Inconsistent
compliance
reports, missing
compliance
evidence,
last-minute report
submissions

Compliance audit
procedures,
evidence
verification,
report analysis
systems

Independent
compliance
audits,
standardized
reporting,
training
procedures

Contract
Manipulation
Fraud

High Unauthorized
contract changes,
vague contract
terms, favoritism
in contract
awards

Contract review
procedures,
change
monitoring,
award analysis
systems

Contract review
processes,
version control,
legal oversight
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Insider
Trading
Schemes

High Unusual trading
patterns,
undisclosed
insider
relationships,
suspicious trading
timing

Trading
monitoring
systems,
relationship
analysis, timing
verification
procedures

Trading
restrictions,
monitoring
systems,
employee
training

Regulatory
Evasion

High Missing
regulatory
permits, rushed
regulatory
approvals,
regulatory
violation incidents

Regulatory
monitoring
procedures,
permit tracking,
violation analysis
systems

Compliance
audits, regulatory
tracking,
independent
reviews

False Legal
Disclosures

High Inconsistent legal
filings, missing
disclosure
documentation,
last-minute filing
changes

Filing analysis
procedures,
disclosure
verification,
change
monitoring
systems

Independent
reviews,
standardized
filing processes,
audit procedures

Legal Fee
Fraud

Med Excessive legal
fees, vague legal
invoices, frequent
legal vendor
changes

Fee analysis
procedures,
invoice
verification,
vendor
monitoring
systems

Legal fee
monitoring,
invoice
verification,
vendor
management

Document
Forgery

High Inconsistent
document
signatures, altered
legal documents,
missing document
approvals

Document
verification
procedures,
signature
analysis,
approval tracking
systems

Document
verification
systems, digital
signatures, audit
trails

Ethics
Violation
Schemes

Med Employee ethics
complaints,
inconsistent
ethical decisions,
lack of
transparency

Ethics
monitoring
procedures,
complaint
analysis, decision
review systems

Ethics training
programs,
whistleblower
channels,
independent
oversight

Legal Data
Misuse

High Unauthorized
legal data access,
unusual data
transfers,
employee privacy
complaints

Data access
monitoring
procedures,
transfer analysis,
privacy audit
systems

Data access
controls, privacy
policies, security
audits
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5.19 Administration

Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Petty Cash
Theft

Med Missing petty cash
receipts, frequent
cash requests,
unbalanced cash
records

Cash audit
procedures,
receipt
verification,
balance
monitoring
systems

Petty cash audits,
receipt
requirements,
limited access
controls

Unauthorized
Purchase
Schemes

Med Unverified vendor
relationships,
personal items in
purchase records,
vague invoice
descriptions

Purchase
verification
procedures,
vendor analysis,
invoice review
systems

Purchase order
systems, approval
workflows,
expense reviews

Administrative
Document
Fraud

Med Inconsistent
document
signatures, altered
administrative
documents,
missing approval
documentation

Document
verification
procedures,
signature
analysis,
approval tracking
systems

Document
verification
systems, digital
signatures, audit
trails

Time and
Attendance
Fraud

Low Excessive
administrative
hours, vague time
documentation,
low productivity
output

Time analysis
procedures,
productivity
monitoring,
performance
review systems

Time tracking
systems,
supervisor
reviews,
performance
metrics

Office Supply
Theft

Low Missing office
supplies, frequent
supply reordering,
unauthorized
supply access

Supply tracking
procedures,
reorder analysis,
access
monitoring
systems

Supply tracking
systems, access
controls, regular
inventories

Administrative
Expense
Fraud

Med Missing expense
receipts, duplicate
expense claims,
personal
administrative
expenses

Expense analysis
procedures,
receipt
verification,
duplicate
detection systems

Mandatory
receipt policies,
approval
workflows,
expense audits

Vendor
Payment
Fraud

High Unverified
administrative
vendors, vague
vendor invoices,
missing service
deliverables

Vendor
verification
procedures,
invoice analysis,
deliverable
tracking systems

Vendor vetting
procedures,
contract reviews,
payment
approvals
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Fraud
Description

Impact Red Flags Detection
Techniques

General
Controls

Travel and
Entertain-
ment Fraud

Med Unverified travel
expenses, missing
travel receipts,
unusual travel
patterns

Travel analysis
procedures,
receipt
verification,
pattern
monitoring
systems

Travel policy
enforcement,
receipt
verification,
expense audits

Administrative
Records
Fraud

Med Inconsistent
administrative
records,
unauthorized
record changes,
missing audit
trails

Record analysis
procedures,
change
monitoring, audit
trail verification

Record access
controls, change
management,
audit trail
systems

Administrative
Vendor
Fraud

Med Unusual vendor
selection patterns,
undocumented
vendor payments,
lifestyle changes

Vendor analysis
procedures,
payment
verification,
lifestyle
monitoring
systems

Vendor due
diligence,
payment
controls, audit
procedures
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Implementation Framework

6.1 Phase 1: Organizational Assessment and Planning (Weeks 1-6)

6.1.1 Week 1-2: Initial Risk Assessment

• Conduct comprehensive organizational risk profiling

• Review industry-specific fraud risks and regulatory requirements

• Assess current control environment and identify critical gaps

• Establish fraud prevention program objectives and success metrics

6.1.2 Week 3-4: Stakeholder Engagement

• Secure senior management and board commitment

• Form fraud prevention steering committee with cross-functional representation

• Develop communication strategy for organization-wide awareness

• Allocate necessary resources and budget for program implementation

6.1.3 Week 5-6: Detailed Planning

• Prioritize fraud risks using impact ratings and organizational vulnerability

• Develop detailed implementation timeline with specific milestones

• Assign responsibilities to department heads and control owners

• Establish reporting structure and oversight mechanisms

6.2 Phase 2: Control Design and Documentation (Weeks 7-14)

6.2.1 Week 7-10: Control Framework Development

• Design preventive controls for high-priority fraud risks

• Develop detective controls and monitoring procedures

• Create standardized policies and procedures documentation

• Establish fraud response and investigation protocols
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6.2.2 Week 11-14: Technology and System Enhancement

• Implement fraud detection software and analytical tools

• Enhance system access controls and audit trail capabilities

• Develop automated monitoring and exception reporting

• Integrate fraud prevention controls with existing systems
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Key Performance Indicators (KPIs)

7.1 Preventive Control Effectiveness KPIs

• Control Coverage Ratio: Percentage of identified fraud riskswith implemented controls (Target:
95%)

• Employee Training Completion: Percentage of staff completing fraud awareness training (Tar-
get: 100%)

• Policy Compliance Rate: Percentage of transactions following established procedures (Target:
98%)

• Vendor Verification Rate: Percentage of new vendors properly vetted (Target: 100%)

• System Access Review Frequency: Regular review of user access rights (Target: Monthly)

7.2 Detective Control Performance KPIs

• Fraud Detection Time: Average days from occurrence to detection (Target: <30 days)

• False Positive Rate: Percentage of fraud alerts that are false positives (Target: <20%)

• Investigation Response Time: Average days to complete fraud investigations (Target: <45 days)

• Recovery Rate: Percentage of fraud losses recovered (Target: >60%)

• Reporting Channel Utilization: Number of fraud tips received through reporting channels

7.3 Overall Program Effectiveness KPIs

• Total Fraud Losses: Annual fraud losses as percentage of revenue (Target: <0.5%)

• Fraud Incident Frequency: Number of confirmed fraud cases per 1,000 employees (Target: <5)

• Control Deficiency Resolution: Average days to remediate identified control weaknesses (Tar-
get: <60 days)

• Employee Fraud Awareness: Results of fraud awareness surveys and assessments (Target: >85%
satisfactory)

• Regulatory Compliance: Number of fraud-related regulatory violations (Target: 0)
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Cross-Reference Matrix

8.1 High-Impact Cross-Departmental Fraud Schemes

Table 8.1: Cross-Departmental Fraud Risk Matrix

Primary Risk HR Fin Treas Proc IT Legal Ops Sales Admin
Kickback Schemes – – ✓ ✓✓ – ✓ – ✓ ✓
Ghost Employees ✓✓ ✓ – – – – ✓ – ✓
Vendor Fraud – ✓ ✓ ✓✓ ✓ – ✓ – ✓
Invoice Fraud – ✓✓ ✓ ✓ – – – – ✓
Data Manipulation ✓ ✓ – – ✓✓ – ✓ ✓ –
Asset Theft – ✓ – – ✓ – ✓✓ – ✓
Expense Fraud ✓ ✓ – – – – – ✓ ✓✓
Financial Reporting – ✓✓ ✓ – ✓ ✓ – ✓ –

Legend: ✓= Involved Department, ✓✓= Primary Control Department
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Emerging Fraud Risks

9.1 Technology-Enabled Fraud

• Artificial Intelligence Fraud: Deepfake technology used for identity theft and social engineering

• Cryptocurrency Schemes: Unauthorized crypto transactions and digital asset theft

• Cloud Security Fraud: Unauthorized access to cloud-based systems and data

• Internet of Things (IoT) Fraud: Manipulation of connected devices for unauthorized access

• Blockchain Manipulation: Attempts to manipulate blockchain-based transactions

9.2 Remote Work Fraud Risks

• Virtual Meeting Fraud: Unauthorized access to confidential virtual meetings

• Home Office Equipment Theft: Misappropriation of company equipment in remote settings

• Time and Productivity Fraud: Inflated productivity claims in remote work environments

• Data Security Breaches: Increased risk of data theft in unsecured home environments

9.3 Social Engineering Evolution

• Advanced Phishing: Sophisticated email and communication fraud schemes

• Voice Cloning: AI-generated voice impersonation for fraud schemes

• Social Media Fraud: Professional relationship manipulation through social platforms

• Psychological Manipulation: Advanced behavioral tactics for fraud execution
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Regulatory Considerations

10.1 Key Regulatory Frameworks

10.1.1 Financial Regulations

• Sarbanes-Oxley Act (SOX): Internal control requirements for public companies

• Dodd-Frank Act: Whistleblower protection and financial industry oversight

• Foreign Corrupt Practices Act (FCPA): Anti-bribery and corruption compliance

• Bank Secrecy Act (BSA): Anti-money laundering and suspicious activity reporting

10.1.2 Data Protection Regulations

• General Data Protection Regulation (GDPR): European data privacy and protection

• California Consumer Privacy Act (CCPA): California state data privacy requirements

• Health Insurance Portability and Accountability Act (HIPAA): Healthcare data protection

• Payment Card Industry Data Security Standard (PCI DSS): Payment card data security
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Professional Standards Reference

11.1 Association of Certified Fraud Examiners (ACFE) Standards

• Fraud prevention methodology and best practices

• Professional investigation and evidence gathering standards

• Ethical guidelines for fraud examination professionals

• Continuing education and certification maintenance requirements

11.2 Institute of Internal Auditors (IIA) Standards

• Internal audit role in fraud prevention and detection

• Risk assessment and control evaluation methodologies

• Independence and objectivity requirements for fraud investigations

• Professional competency and due professional care standards

11.3 Committee of Sponsoring Organizations (COSO) Framework

• Internal control components and fraud risk assessment

• Control environment and tone at the top considerations

• Monitoring and evaluation of fraud prevention controls

• Integration with enterprise risk management frameworks
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Implementation Checklists

12.1 Phase 1 Checklist: Assessment and Planning

□ Complete organizational fraud risk assessment

□ Secure senior management commitment and resources

□ Establish fraud prevention steering committee

□ Develop program objectives and success metrics

□ Assess current control environment gaps

□ Create detailed implementation timeline

□ Assign responsibilities and accountability

□ Establish communication and reporting structure

12.2 Phase 2 Checklist: Control Design

□ Design preventive controls for high-priority risks

□ Develop detective controls and monitoring procedures

□ Create policies and procedures documentation

□ Establish fraud response and investigation protocols

□ Implement fraud detection technology solutions

□ Enhance system access controls and audit trails

□ Develop automated monitoring and exception reporting

□ Integrate controls with existing systems
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Glossary

Anti-Fraud Controls Policies, procedures, and mechanisms designed to prevent, detect, and respond
to fraudulent activities within an organization.

Asset Misappropriation The theft or misuse of an organization’s assets by employees, management,
or third parties, representing the most common type of occupational fraud.

Bid Rigging An illegal practice where competitors agree to manipulate the bidding process to ensure
a predetermined winner, typically resulting in inflated prices.

Channel Stuffing A deceptive business practice where companies inflate sales figures by sending re-
tailers or distributors more products than they can sell to customers.

Collusion A secret agreement between two or more parties to commit fraud, making detection more
difficult by circumventing segregation of duties.

Corruption The abuse of entrusted power for private gain, including bribery, kickbacks, and conflicts
of interest.

Financial Statement Fraud The intentionalmisrepresentation of financial information to deceive users
of financial statements about the true financial condition of an organization.

Ghost Employee A fictitious person on an organization’s payroll who receives compensation despite
not being a legitimate employee, typically created by someone with access to payroll systems.

Kickback An illegal payment made to someone in return for facilitating a transaction, contract award,
or business decision, often involving vendor relationships.

Phishing A cybercrime techniquewhere attackers contact targets via email, telephone, or textmessage
posing as legitimate institutions to steal sensitive information.

Red Flags Warning signs or indicators that suggest the possibility of fraud, requiring further investi-
gation or enhanced controls.

Segregation of Duties An internal control measure that divides critical functions among different peo-
ple to reduce the risk of error or fraud.

Skimming The theft of cash from an organization before it is recorded in the accounting system, mak-
ing it difficult to detect through traditional audit procedures.

Three-Way Matching A control procedure that matches purchase orders, receiving reports, and ven-
dor invoices before authorizing payment.
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Vendor Fraud Fraudulent activities involving suppliers or service providers, including fictitious ven-
dors, billing fraud, and quality misrepresentation.

Whistleblower An individual who reports suspected fraudulent activities to appropriate authorities,
often protected by specific laws and organizational policies.
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Majid Mumtaz brings extensive expertise in governance, risk management, and audit transformation.
His professional certifications include Certified Internal Auditor (CIA), Associate Chartered Accoun-
tant (ACA), and Fellow of the Association of Chartered Certified Accountants (FCCA). With years
of practical experience in fraud prevention and detection, he has helped numerous organizations
strengthen their control environments and reduce fraud risks.

Professional Consultation Services

For organization-specific fraud risk assessments, control design assistance, training programs, or im-
plementation support, contact:

• Email: majidrajpar@gmail.com

• LinkedIn: https://linkedin.com/in/majid-m-4b097118

• Specializations: Governance frameworks, risk management, internal audit, fraud prevention

Copyright and Usage

This guide is intended for professional use in fraud prevention and risk management. Organizations
are encouraged to adapt the content to their specific needs, regulatory requirements, and operational
environments. When using this guide as a reference, please provide appropriate attribution to the
author and source.

Disclaimer

This guide provides general guidance for fraud prevention and should not be considered as legal advice.
Organizations should consult with qualified legal counsel and regulatory experts when implementing
fraud prevention programs. The author and publisher disclaim any liability for actions taken based on
the information contained in this guide.
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