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[bookmark: _Toc45881887]Activity: Internal Controls Case Studies
We will place you into breakout rooms. Your room name will display your case study assignment.
As a group, discuss the following questions. Assign a notetaker and be prepared to share out following.
	Case Study
	What was lacking in these organizations’ structures that allowed for this to occur?
	What can be done in the future to prevent such activity from occurring again?

	1. Accounts Payable[footnoteRef:1] [1:  https://www.telegraph.co.uk/news/uknews/crime/10858267/Oxfam-anti-fraud-boss-jailed-for-stealing-65000-from-the-charity.html  ] 

A former head of counter-fraud of an international NGO fighting poverty was able to steal nearly $100K by filing fake invoices from bogus companies. Investigators unearthed 17 fraudulent invoices submitted over a 9-month period from two fake companies under his control. Payment of the false invoices were paid into the bank account of his friend or father, then transferred into his own account. 
	
	

	2. Payroll[footnoteRef:2]  [2:  Case excerpted from Fraud and Abuse in Nonprofit Organizations, Gerard M. Zack. Published by Wiley, 2003 ] 

At a nonprofit organization, the Assistant Controller was able to commit payroll fraud that was not initially detected by the auditors.  Instead of communicating to the payroll processing company that various employees had been terminated, the Assistant Controller took their bi-weekly checks and deposited them into a new bank account.   

	
	

	3. Credit Card Fraud[footnoteRef:3] [3:  Case excerpted from Fraud and Abuse in Nonprofit Organizations, Gerard M. Zack. Published by Wiley, 2003 
] 

The president, her assistant, and another staff member at the Washington DC Teachers’ Union piled up over $5 million in fraudulent transactions. The president racked up $1.8 million in unauthorized credit card charges on the union’s corporate American Express cards. The assistant managed to collect $492,000 in funds via unauthorized credit card charges and checks written to herself. The staff members used these funds to purchase furs, art, jewelry, tickets to sports/entertainment, and custom-made clothing.
	
	

	4. Cash Receipts
A nonprofit car/van service transports seniors to local shopping centers, medical facilities, the library, and the train station.  Seniors pay $.75 per ride that is dropped into a coffee can, held by the driver.  When a can gets full, the driver empties it into a canvas bag and gives it to the Chief Financial Officer.  After business hours, the driver leaves the bag with the dispatch operator, who has a key to the back offices.  The dispatch operator leaves the bags on the CFO’s desk.  The CFO counts the money collected and deposits the money at the end of the week.
The city government pays the organization $1.25 per senior passenger, per ride.  In order to collect from the city, drivers are supposed to keep a log of the number of people they pick up on each run.  There are two drivers on each route, each working a 6-hour shift per day.  When the city government audited the revenue collected by drivers, they found that the city had been charged for more rides than the revenue collected by drivers covered.
There is a high degree of turnover among the 12 drivers and two dispatchers.  
	
	

	5. Skimming[footnoteRef:4] [4:  Case excerpted from Fraud and Abuse in Nonprofit Organizations, Gerard M. Zack. Published by Wiley, 2003] 

The former president of Mississippi College siphoned $3 million in contributions intended for the college over a 15 year period. He enacted the fraud by collecting checks made payable to the college and depositing the checks into an account that the president had fraudulently opened in the name of the college. 

Subsequently, funds were transferred from this account into other accounts controlled by the president. The president provided fake receipts to donors as a means to disguise the fraud.
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