Theft and Asset-Based Fraud
Risk Management and Loss Prevention

According to a recent survey, smaller firms are more vulnerable because they typically
have fewer anti-fraud controls than larger organizations. In addition, employee theft,
asset-based fraud, and retail crimes have domino effects. Larger organizations do not just
"eat" their losses. They recover them in the form of higher prices and/or claim them as tax
write-offs and credits. In turn, when it has less to “play” with, the Government forgoes
funding for something and/or raises taxes. In essence, albeit indirectly, the culprits (and
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Asset-theft fraud involves deliberate misuse of organizational resources or assets for
personal gain and can manifest in a variety of ways including when employees siphon off
funds to dummy vendors or payable accounts. Such activities are not discernible by
auditing financial statements because those audits merely aim to identify the firm’s overall
financial position and ensure that books are balanced. They do not verify each transaction.

Most cases last a median of 18 months before they are detected. Often by the time a firm
detects asset-theft fraud, it has no recourse beyond terminating the employee’s contract.
Even if it can afford the cost of a lengthy civil suit, and even when a judgment is issued in
its favor, it may not be able to recover its losses if the employee has already spent the
funds and does not have the means to repay them.

Contact inquiry@eaqc.com for pointers about assessing your firm's theft and fraud risk
and to arrange a loss prevention workshop for your key employees.
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