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ABOUT THE REPORT
The 2012 Marquet Report on Embezzlement is our fifth annual white collar fraud study on
major embezzlement cases in the United States. Our goal with these annual studies has been to
identify key trends of major embezzlement cases active during each year and to draw reasonable
conclusions based upon an aggregation of analysis from prior years’ reports. The data used in
The 2012 Marquet Report on Embezzlement originates from an analysis of individual cases of
employee theft in the United States in which at least $100,000 was misappropriated. These cases
either became publicly known or were active in the judiciary process during the 2012 calendar
year (those cases in which an arrest, charge, indictment, criminal information, civil complaint,
plea, sentencing or other significant event occurred which revealed the existence of the scheme
to the public). We did not include cases in the 2012 study that have already been included in our
prior studies.
The 2012 Marquet Report on Embezzlement analyzes 528 specific cases – the highest number for
the past five years and an increase of more than 11 percent over 2011, which identified and
analyzed 473 cases. This years’ report includes two of the largest embezzlements in US history
which we will discuss in the body of this report. Further, losses from the 528 cases total more
than $735 million in employee theft. It should be noted that we included four cases in the 2012
study which were thefts of just under $100,000, since we felt they were statistically significant.
As always, to the extent available, we compiled and reviewed objective data originating from the
public domain on each case included in the study. We note also that some of the cases analyzed
are currently active in legal proceedings wherein the accused perpetrators have not yet been the
subject of a final adjudication. The 2012 Marquet Report on Embezzlement includes data from
those cases in which we have a high degree of confidence in the accuracy of the information.
The 2012 Marquet Report on Embezzlement includes detailed analysis on a number of broad
categories related to the white collar fraud phenomenon of employee theft:
•
•
•
•
•

Characteristics of the Schemes
Characteristics of the Perpetrators
Characteristics of the Victim Organizations
Judicial & Other Consequences
Preventive Measures & Investigative Response

For the category of Characteristics of the Schemes, we analyzed the magnitude of the theft, the
duration of the scheme, the primary methodology of the scheme and whether a given scheme was
accomplished by a sole perpetrator or by a conspiracy of individuals. In Characteristics of the
Perpetrators, we analyzed their age, gender, position held within the victim organization,
apparent motivating factors, and whether they had prior criminal histories. We also analyzed
Characteristics of the Victim Organization, including industry classification and geographic
locale. Finally, we looked at the sentencing of perpetrators in an effort to develop any
statistically relevant conclusions under the heading, Judicial Consequences.
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SUMMARY OF FINDINGS
Highlights & Conclusions from the 2012 Study
2012 was a blockbuster year for employee theft in the United States, accelerating over the
shocking pace set over the past couple of years. In this report, we identified, researched and
analyzed the details of a whopping 528 major embezzlement cases in the US, active in 2012.
This figure represents a scorching rate of more than 10 cases per week. It also represents a more
than 11 percent increase in the number of cases over 2011 and a nearly 9 percent increase over
2010. The 528 cases from 2012 is the highest number we have seen in our 5 years of conducting
this analysis.
The results outlined in The 2012 Marquet Report on Embezzlement, along with our analysis of
embezzlement cases over the past five years, demonstrates that employee theft is alive, well and
thriving in the current business climate in the United States. The uptick for 2012 may be the
result of the fact that many of the embezzlement cases included in this report began immediately
after the economic collapse in late 2008, just 3-4 years ago. If a poor economy is an incubator
for would-be office thiefs, this theory would also suggest that 2013 and beyond will also be
banner years for major embezzlements.
Nevertheless, we have argued that there is always an ambient level of fraud, waste and abuse in
organizations of all stripes, regardless of the strength of the economy.
We have also determined that poor economies, while certainly a driver for potential embezzlers,
is not the only factor. Indeed, our data suggests that the primary motivating factor for
perpetrators of major long-term embezzlements is to obtain and maintain a lifestyle far grander
that what they would otherwise be able to attain. In many of these cases, the thefts actually
began in good economic times, while they continued over many years. We have also noted that
during boom years, embezzlement can easily go unnoticed since the victim organization may be
making healthy profits and the perpetrator begins by taking relatively small, regular amounts that
fall under the radar. Many embezzlers accelerate their thefts over time, leading to a higher
probability of getting caught. Further, in a struggling economy, employee theft and other
corporate frauds are more likely to be revealed since business stakeholders tend to be more
attentive to finances and the bottom line.
All of this is to say that we would intuitively expect more embezzlement cases to surface in bad
times than in good. But the bottom line is that people will always steal from their employers no
matter what.
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The following statistics are highlights based upon our analysis in The 2012 Marquet Report on
Embezzlement:
•
•
•
•
•
•
•
•

•
•
•
•
•
•
•
•
•
•

The average loss for 2012 was about $1.4 million; the median loss was $340,000;
More than 2/3 of the incidents (68%) were committed by employees who held finance/
bookkeeping & accounting positions;
The average scheme lasted 4.7 years;
The most common embezzlement scheme involved the issuance of forged or
unauthorized company checks;
Nearly 33% of the cases in which a motivating factor was known involve perpetrators
who reportedly had gambling issues;
Only 4% of the cases involved perpetrators who had a prior criminal/fraud history;
The average embezzler in this study stole nearly $25,000 per month from their employer;
Iowa had the highest Embezzlement Propensity Factor* followed by Hawaii, Rhode
Island, Montana, Nevada, Wyoming, Illinois, Florida, Vermont and Missouri,
respectively – identifying these states as having the highest risk for loss to embezzlement
in 2012;
The financial services industry suffered the greatest losses due to major embezzlements;
Non-profits and religious organizations combined accounted for about one-eighth of all
the major embezzlement incidents in the 2012 study;
Nearly three-fifths (58%) of the incidents involved female perpetrators;
Male perpetrators, on average, embezzled nearly 3 times as much as females;
84 percent of the cases involved individual perpetrators;
The average adjusted age** of perpetrators at the commencement of their embezzlement
was just under 43 years;
40 – 49 year olds were the most frequent culprits;
Most major embezzlers appear to have been motivated by a desire to live a relatively
more lavish lifestyle, rather than driven by financial woes;
The average prison sentence was just over 4 years (49 months) for convicted major
embezzlers; and,
Massachusetts and Colorado had the weakest sentencing track records for major
embezzlers in 2012.

* The Embezzlement Propensity Factor (EPF) is defined as the ratio of the percent of total losses for a given state to
the percent of Gross Domestic Product that state contributes to overall GDP.
** The “average adjusted age” is the average age of the perpetrators in the study minus the average duration of the
schemes in the study to represent the approximate age at which the average embezzler commenced his or her illicit
activities.
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Aggregated 5 Year Conclusions
An analysis of the data we have compiled on major embezzlements in the US over the past five
years, from the beginning of 2008 through the end of 2012, which includes a total of 2,110 case
studies, allows us to make some definitive conclusions, consistent with our prior findings:
•
•
•
•
•
•
•
•
•
•
•

•

•

Embezzlers begin their schemes in their early 40s (42.7, on average);
The average major embezzlement spans a 4.7 year period;
By a significant margin, embezzlers are most likely to be individuals who hold
bookkeeping or finance positions (67.1% of all cases);
The financial services industry suffers the greatest losses from embezzlement (more than
26.2% of all losses in the data);
Non-profits and religious organizations together account for nearly one-eighth of all the
incidents (12.3% of all cases);
Women are more likely to embezzle than men (62.4% vs. 37.6% overall in the data);
Men embezzle significantly more than women ($1.9 million vs. $801,000, on average);
The vast majority of embezzlements are caused by sole perpetrators (86% of all cases);
Gambling is a clear motivating factor in driving some perpetrators to embezzle;
About 4.5 percent of major embezzlers have prior criminal histories;
The most common embezzlement scheme involves forgery or unauthorized use of
company checks (35.5% of all cases in which the method was known). The next most
common scheme involves the theft and/or conversion of cash receipts (21.2%), followed
by unauthorized electronic transfers (12.2%)
California has experienced the greatest number of major embezzlements over the past
four years (266 cases or 12.5% overall), followed by Michigan (112/5.3%), Pennsylvania
(101/4.7%), New York and Texas, both at (89/4.2%); and,
The ten states with the highest risk for loss from embezzlement are in order of risk: Iowa,
Vermont, Rhode Island, West Virginia, Massachusetts, Florida, Montana, South Dakota,
Louisiana and Connecticut.
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CHARACTERISTICS OF THE SCHEMES
Magnitude of the Misappropriation
The 2012 Marquet Report on Embezzlement includes 528 major cases of embezzlement, with
total reported losses of $737,074,000 – more than double the amount from 2011 and 55% higher
than what we reported for 2010. The average loss per case was nearly $1.4 million, significantly
higher than 2011 and 2010. Nevertheless, the median loss was $320,000, consistent with our
prior reports. In 2012, fully 102 cases involved thefts of $1 million or more (as compared to 80,
108 and 93 in the 2011, 2010 and 2009 studies, respectively). Nine cases exceeded $10 million
in losses in 2012. The primary reason for the significantly higher losses in 2012 over prior years
is the fact that 2 new cases cropped up representing the largest corporate embezzlement in US
history and the largest municipal embezzlement in US history.
The largest embezzlement case in 2012
was for a whopping $215.5 million
involving 64-year-old Russell Wasendorf,
Sr., of Cedar Falls, Iowa, who siphoned an
incredible $215.5 million over a period of
20 years from more than 13,000 clients of
Peregrine Financial Group, aka BFGBest,
the futures trading firm he founded. We
classify this as an embezzlement rather
than a Ponzi scheme as it does not appear
to have been the latter. Wasendorf
admitted that he used simple tools, such as
copy machines, Photoshop and Excel to
fabricate and provide false statements
which fooled investors and regulators. He
used the ill-gotten gains to live an
extravagantly lavish lifestyle. Wasendorf
was arrested in July 2012 after a botched
suicide attempt in which he left 3 suicide
notes admitting and detailing the scheme.
He pleaded guilty on September 17, 2012
to 4 felony charges including mail fraud,
embezzlement and lying to regulators. In
January 2013, Wasendorf was sentenced to
a maximum 50 years in prison and ordered
to pay full restitution. The company is
currently in bankruptcy proceedings. At
this point, Wasendorf’s son, Russell
Wasendorf, Jr. has not been implicated in
the scheme and he is reported to have been
cooperating with authorities.

Russell Wasendorf, Sr. – Linn County Jail Photo
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Another spectacular and highly publicized
case this year involved the small town of
Dixon, Illinois and its longtime comptroller
and treasurer, Rita A. Crundwell. On April
17, 2012, the 59-year-old Crundwell was
arrested on charges she had pilfered town
coffers through a secret account she controlled
called the Reserve Sewer Development
Account. At the time of her arrest, the theft
was believed to be about $30 million stolen
over a period of some 6 years. However, as
the investigation continued, it was ultimately
determined that Crundwell embezzled a
staggering $53.74 million over a period of 24
years. The theft was all the more incredible
given that the town’s annual budget was a
mere $8-9 million. Crundwell used the stolen
money to live lavishly and to support her
prize-winning quarter horse breeding
business, Meri-J Ranch, which had 400
horses and two ranches at the time of her
arrest. The embezzlement was discovered
while Crundwell was on her annual 4 month
Rita A. Crundwell, 59
vacation attending horse shows and running her
ranches. A fill-in employee came across a suspicious account showing multiple six-figure
transactions which led to an FBI investigation. Crundwell pleaded guilty to a federal felony
embezzlement charge in November 2012 and was sentenced on February 13, 2013 to 235 months
in prison, or more than 19 ½ years. Crundwell first started working for the town in 1970 when
she was still in high school.
The top ten cases that were revealed in 2012 with the greatest alleged thefts include the
following:
Alleged Perpetrator
Russell Wasendorf Sr.
Rita A. Crundwell
Billy Cypress
Sonny Austin Ramdeo
Jean Joseph Ibrahim
Helen Puanani Blake
Douglas R. Arntsen
David Newmark
Patricia K. Smith
Robert Hague-Rogers
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Victim Organization
Peregrine Financial Group (PFGBest)
Town of Dixon, Illinois
Miccosukee Tribe
Promise Healthcare and 11 of its hospitals
Trustin Technology, Inc.
Kauai Aggregates & O Thronas Concrete Inc.
Crowell and Moring
Columbus Hill Capital Management LP
Baierl Acura
HR Financial Svcs & HR Sales and Marketing
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$Embezzled
$215,500,000
$53,740,000
$26,000,000
$24,000,000
$16,000,000
$11,700,000
$10,700,000
$10,400,000
$10,200,000
$9,340,000
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The average of the ten largest thefts in 2012 is $38.7 million as compared with $9.7 million,
$15.2 million, $13.7 million and $25.8 million in 2011, 2010, 2009, and 2008, respectively.
Nine of the top ten cases exceeded $10 million in losses each.
Duration of the Scheme
An approximate duration was determined for the schemes of 462 of the 528 cases in the study. It
should be noted that in a number of instances, prosecutors only prosecuted perpetrators going
back in time to the statute of limitations, thereby omitting some of the actual losses as well as
understating the actual duration of many of these cases. Nevertheless, we tabulated the known
durations, rounded to the nearest tenth of a year and determined the following for 2012:
Average duration:
Median duration:
Longest duration:

4.7 years (or 56.2 months)
4.0 years
29 years

Five year average: 4.7
Five year median: 4.0

Although the average duration is slightly less than in 2011, these findings are exactly consistent
with our overall 5 year aggregated findings.
The embezzlement case with the longest reported duration involved 61-year old Sharon Ruth
Broadway, of Toledo, Ohio, who issued checks to herself or for her benefit over a period of at
least 27 years, embezzling a total of $2,598,000
from United Catholic Credit Union in
Temperance, Michigan, where she had been
employed as “manager, secretary, board member,
and sole employee,” according to prosecutors.
Broadway was able to hide her scheme for so
long because she employed a “complex money
laundering scheme involving multiple aliases and
forged checks.” In January 2013, Broadway was
sentenced to a minimum of 45 months in prison
after pleading guilty to felony counts of financial
institution embezzlement and racketeering.
Sadly, her actions caused regulators to shutter the
credit union. This case illustrates that when you
have what appears to be zero business controls,
you are inviting trouble.
We note that the Broadway case is only one of 6
that exceeded 20 years in duration. In fact, there
were a full 35 cases that exceeded 10 years in
duration.
Sharon Broadway
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Methodology of the Schemes
We attempted to determine the primary methodology for each scheme in the study, breaking
them down into a number of general categories. While many cases in the study involved more
than one method of theft we nonetheless selected what we believed to be the principal
embezzlement method for the purpose of this report. The embezzlement method categories
include:
•
•
•
•
•
•
•
•
•

Bogus loan schemes include cases in which fraudulent loans are created or authorized by
the perpetrator from which funds are taken for their own benefit.
Credit card/account fraud cases involve the fraudulent or unauthorized creation and/or
use of company credit card or credit accounts.
Forged/unauthorized check cases are those in which company checks are forged or
issued without authorization for the benefit of the perpetrator.
Fraudulent reimbursement schemes include expense report fraud and other cases in
which a bogus submission for reimbursement is made by the perpetrator.
Inventory/equipment theft schemes include those cases in which physical corporate
assets were stolen and sold or used for the benefit of the employee.
Payroll shenanigan cases include all forms of manipulation of the payroll systems in
order for the perpetrator to draw additional income.
Theft/conversion of cash receipt cases involve the simple taking of cash or checks
meant for company receipts and pocketing or converting them for one’s own benefit.
Unauthorized electronic funds transfers include those cases in which wire transfers
and other similar transfers of funds were the primary mode of theft.
Vendor fraud cases include those where either a bogus vendor is created by the
perpetrator to misappropriate monies or a real vendor colludes with the perpetrator to
siphon funds from the company.

Our analysis revealed the following breakdown among the schemes:
Embezzlement Scheme
Bogus loan scheme
Credit card/account abuse
Forged/unauthorized checks
Fraudulent reimb. scheme
Inventory/equipment theft
Payroll shenanigans
Theft/conversion of cash receipts
Unauthorized electronic transfers
Vendor fraud scheme
Undetermined
Totals:

© Marquet International, Ltd.
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Number
21
35
151
21
6
27
118
60
44
45
528

10

% total
4.0%
6.6%
28.6%
4.0%
1.1%
5.1%
22.4%
11.4%
8.3%
8.5%

Amount
31,408,500
13,279,500
181,799,500
6,845,000
4,698,000
58,363,000
70,451,500
306,327,000
47,908,000
15,994,000

% total
4.3%
1.8%
24.7%
0.9%
0.6%
7.9%
9.6%
41.6%
6.5%
2.2%

100.0%

737,074,000

100.0%
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Once again, the most common type of embezzlement scheme is the forgery or unauthorized use
of company checks for one’s own benefit. Nearly 30 percent of all major embezzlement cases in
this study were principally the result of this type of scheme. The next three most common forms
of embezzlement were theft/conversion of cash receipts (22.4%), unauthorized electronic
transfers of funds (11.4%) and vendor fraud schemes (8.3%). These results are consistent with
our prior years’ reports.
Below are side by side pie charts illustrating the breakdown in frequency and the relative amount
stolen for the various schemes identified:

5 Year Aggregated Results
An analysis of our five years of data, including 1,464 cases in which the primary embezzlement
method was determined, reveals the following breakdown in frequency:
Forged/Unauthorized Checks
Theft/conversion of cash receipts
Unauthorized electronic transfers
Vendor fraud
Payroll shenanigans
Credit/debit account abuse
Fraudulent reimbursement
Bogus loan scheme
All others

520
311
178
121
102
96
63
48
25

This data can be illustrated in the following pie chart:
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As we have consistently seen and our five year aggregated results demonstrate, forged or
unauthorized check writing is the most common form of embezzlement. Theft or conversion of
cash receipts, followed by unauthorized electronic transfers are next in succession.
Was the scheme the act of a sole perpetrator or a conspiracy?
We were able to determine with relative confidence in 526 of 528 cases in the study whether the
embezzlement was the work of a lone perpetrator or a conspiracy of individuals. The table
below illustrates the relative breakdown between solo and conspiracy cases and compares the
relative losses for each category:
Solo vs. Conspiracy
Raw number
Percentage of sample
Gross loss per category
Percentage of sample

© Marquet International, Ltd.
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Conspiracy
84
16.0%
110,222,500
15.0%

12

Solo
Totals
443
527
84.0%
100.0%
626,751,500 736,974,000
85.0%
100.0%
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This year, while the raw number of cases is consistent with prior years, the relative amount
stolen runs nearly in the same proportion. Previously, our data showed that conspiracy cases
typically accounted for a disproportionately high loss ratio. We still believe this to be the case
since the two major cases (Wasendorf and Crundwell) have been classified as Solo undertakings
and skewed these numbers in that direction.
On the other hand, as we noted in our prior reports, we would expect that schemes perpetrated by
a single individual would have a lower probability of being revealed compared to conspiracies.
In fact, conspiracy cases lasted an average of 4.4 years whereas solo perpetrator embezzlements
spanned an average of 4.8 years, consistent with our theory.
Our five year aggregated data reveals (including 2,124 case studies) that 86.1 percent of the
cases were perpetrated by a single individual whereas conspiracy cases comprised 13.9 percent.
CHARACTERISTICS OF THE PERPETRATORS
Age of the Perpetrator
The age of the perpetrator at time of discovery was known with reasonable accuracy in 516 of
the 528 cases in our 2012 survey. Based on the available data, the average age of the perpetrator
in 2012 was 47.6 years – consistent with our prior reports. Likewise, the median age was 48,
also consistent with our prior reports. The average adjusted age, which is the average age,
minus the average duration, was 42.9 – again consistent with our prior years’ analysis.
The age group breakdowns for 2012 are depicted in the following charts and table:
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Age Group
Raw number
% of sample
Gross loss*
% of sample
Avg. loss

20-29
9
1.7%
3,248
0.4%
$ 360,889

30-39
105
20.4%
109,419
14.9%
$1,042,090

40-49
186
36.1%
124,771
17.0%
$ 670,815

50-59
158
30.7%
195,608
26.7%
$1,238,025

60-69
52
10.1%
287,168
39.2%
$5,522,462

70+
6
1.1%
11,989
1.6%
$1,998,167

Totals
516
100%
732,204
100.0%
$1,419,000

* in thousands of dollars

Once again, consistent with our earlier reports, the 40 – 49 age group accounted for the greatest
number of cases.
Some other noteworthy facts include the following:
•
•
•
•
•

Oldest in the sample:
Youngest in the sample:
Average male age:
Average female age:
Average adjusted age:

The oldest major embezzler included
in the 2012 study, indeed the oldest
we have on record, is the case
involving 91-year old Mary Ella
Hixon. She had served as the mayor
of River Falls, Alabama for some 37
years before being arrested and
pleading guilty in October 2012 to
embezzling approximately $202,000
from town coffers. Hixon reportedly
made unauthorized payments to
friends and family members over a
period of at least 3 years. She was
convicted and sentenced to 10 years
in prison, suspended in favor of
probation, due to her age.

91
20
48
47
43

Mary Ella Hixon, 91 – Covington County Sheriff’s Department

5 Year Aggregated Results
These figures are fairly consistent with our prior years’ reports. The overall average age from
the 5 year aggregated data (which includes 2,087 case studies), was 47.4 years. The average age
in the 5 year aggregated analysis was 48.9 years for males and 46.5 for females.
© Marquet International, Ltd.
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Gender of the Perpetrator
The gender of 522 perpetrators was known in the 528 cases in our 2012 study. Of those, 219
were male and 303 were female. That is, 42 percent were male and 58 percent were female.
These numbers are not as skewed in favor of females as we have seen in prior years, but women
are clearly more frequently the perpetrators in these major embezzlement cases, consistent with
our overall data. Interestingly, the average loss caused by males was $2,251,895 compared to
$799,287 for females. In other words, males stole nearly 3 times more than females, on average.
Males accounted for about 67 percent of the total losses and females accounted for 33 percent of
the total losses. These findings are consistent with our overall conclusion that males on average
embezzle more than females in a given case while females are more likely the perpetrators of
embezzlement.
Another noteworthy finding from the 2012 data is that males are more likely to engage in
embezzlement schemes that involve a conspiracy of individuals (18.3% of the time), as females
(14.2% of the time). This is not as dramatic a finding as in our 2011 report, but it remains
consistent. This year we also found that males nearly 7 times as likely to engage in vendor fraud.
Whereas we found that women were more than twice as likely to employ a payroll fraud scheme.
These findings are consistent with our analysis from last year.
5 Year Aggregated Results
An analysis of our 5 year aggregated data (which includes 2,112 cases in which the sex of the
perpetrator is known) reveals 1,318 females and 794 males or 62.4% female and 37.6% male.
These results conclusively demonstrate that women are predominantly the perpetrators of major
embezzlements in our society at this time. Nevertheless, our data also shows that men stole an
average of $1,858,000 per embezzlement case while women stole an average $801,000. In other
words, while women were 1.7 times more frequently the perpetrator of major embezzlements,
men stole 2.3 times as much as women in a given case.
Position Held by the Perpetrator
As we have done in our past reports, we assigned 8 broad job classifications held by the
perpetrators. These categories include: Administrator; Executive; Finance & Accounting;
Human Resources; Information Technology; Manager; Sales; and Vendor. We were able to
classify 523 of the perpetrators’ positions for the 2012 survey. Note that the Finance &
Accounting position includes everything from CFOs to “bookkeepers” and bank tellers or similar
fiduciary positions. The Executive category includes very senior level executives, including
owners, CEOs and Presidents. Managers are mid-level personnel, not principally involved in
finance or sales – usually operational positions. The others are self explanatory. A breakdown
of the jobs and the corresponding losses as well as respective percentages of the whole, is set
forth in the charts and table below:
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Position:
Raw number
% of sample
Gross loss*
% of sample
Avg. loss

Admin
21
4.0%
6,867,500
0.9%
327,024

HR
2
0.4%
812,000
0.1%
406,000

IT
2
0.4%
1,433,000
0.2%
716,500

Executive
75
14.3%
322,748,000
43.9%
4,303,307

Finance
356
68.2%
357,959,000
48.6%
1,005,503

Manager
60
11.5%
43,271,500
5.9%
721,192

Sales
2
0.4%
522,000
0.1%
261,000

Vendor
5
1.0%
2,436,000
0.3%
487,200

As we have always seen, Finance & Accounting positions account for the vast majority of all the
embezzlement incidents. Those individuals with their hands on the purse strings are much more
likely to be perpetrators of employee theft schemes. This year, more than 2/3 of the finance
personnel in the study were women, a possible explanation in part for why they represent a
disproportionately higher number of embezzlers overall.
Executives and Managers were the only other categories of significance in terms of frequency of
occurrence with roughly equal proportions in 2012. However, the relative amount stolen by
executives in this years’ study is much greater. This is due in part as a result of the Wasendorf
case, but it is consistent with our prior years’ results as well as our expectations. Executives,
very senior level personnel (owners and CEOs), can generally perpetrate frauds of much grander
scale.
5 Year Aggregated Results
An analysis of our five years of data on position held by the embezzler reveals the following
breakdown as depicted in the following pie chart and table:
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Position

Number

Administrative
Executive
Finance & Accounting
Manager
All others

77
264
1407
288
60

Motivating Factors
In The 2012 Marquet Report on Embezzlement, we again attempted to conduct an analysis of the
apparent motivation of the perpetrators in their respective embezzlement cases. As we have
noted, this characteristic is the most subjective element determined and analyzed in this report.
Nevertheless, based upon media and law enforcement descriptions of the circumstances, we
made informed identifications of primary motivating factors in 138 of the 528 cases in the 2012
study. This represents about 26 percent of the overall sampling.
We placed the apparent motivating factors into the following nine categories, including:
•
•
•

Entitlement belief
Financial need
Lavish lifestyle

© Marquet International, Ltd.
www.marquetinternational.com

17

The 2012 Marquet Report On Embezzlement
May 14, 2013

•
•
•
•
•
•

Gambling issue
Romance driven
Shopping addiction
Substance abuse
Support a personal business
Support significant other

As in all of our prior studies, we identified those cases where gambling appeared to be a prime
motivating factor. This year, we found no cases of entitlement belief, shopping addiction or
support of a significant other. The break down in the study was as follows:
Motivation
Raw #
Percent

Need
3
2.2%

Gambling
37
26.8%

Lifestyle
90
65.2%

Drugs
1
0.7%

Business
5
3.6%

Love
2
1.4%

Total
138
100

In nearly two-thirds of the cases, a desire to obtain and maintain a relatively more lavish lifestyle
appears to be the key motivating factor for major embezzlers – not to alleviate personal financial
problems, as some might expect. Gambling continues to be a factor for many embezzlers. In
some cases, the gambling problem was also part of an overall extravagant lifestyle.
Nevertheless, we identified 37 cases this year that clearly involved gambling as the principal
motivating factor. All but two of the 37 gambling cases occurred in states where casinos and/or
Indian gaming facilities are permitted. The other two, which occurred in Maine and Virginia,
permit racetrack betting and lotteries. Michigan had the highest number of cases tied to
gambling (5).
5 Year Aggregated Results
We determined with reasonable certainty the primary motivating factor for major embezzlers in
448 cases from our 5 years of data. These break down as follows:
Motivation

Raw #

% total

True need
Sense of entitlement
Finance business
Gambling addiction
Lavish lifestyle
Romance
Shopping addiction
Substance addiction
Support family member

8
2
23
145
250
4
4
10
2

1.8%
0.4%
5.1%
32.4%
55.8%
0.9%
0.9%
2.2%
0.4%

Total

448

100%
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Clearly lifestyle is the primary factor for these major embezzlers. However, nearly 1/3 of those
known motivators involved gambling. Cases of true need were few and far between. We will
endeavor to continue to study the motivation issue as there is very little hard data and analysis
available on the subject.
Did the perpetrator have a prior history of criminal activity or fraudulent behavior?
Of the 519 known individual (in some cases alleged) perpetrators in the study, only 20 were
known definitively to have engaged in prior criminal/fraudulent activity. While we do not
believe we have complete data, this represents only 3.9 percent of the sample, which is roughly
consistent with our prior years’ analyses. We have noted in our prior reports that we believe this
number to be undercounted and estimate the true figure to be between 5 and 10 percent. This is
due to the fact that information on prior criminal activity is not always available, as well as the
fact that not all criminal matters are prosecuted. While these numbers have remained
consistently low, we still recommend conducting background investigations in order to root out
the known bad actors. Checks should be done periodically for existing employees, perhaps every
4 years, especially for those with fiduciary duties.
An analysis of the 2012 data reveals the following:
•
•
•
•

70% of prior criminals held finance positions
95% of prior criminals were solo embezzlers
65% of prior criminals were female
39% of prior criminal engaged in forged or unauthorized check writing as the most
common primary method of embezzlement

5 Year Aggregated Results
The above results may still not be statistically significant, given that they are based upon a
relatively small sampling. However, our five years of data includes 95 cases in which the
perpetrator definitively had a prior criminal/fraud history. That is, 4.5 percent out of the 2,100 in
the sample. We also found the following, based upon these 95 cases:
•
•
•
•
•

Nearly 75% of prior criminals held finance positions
Nearly 92% of prior criminals were solo embezzlers
Nearly 72% of prior criminals were female
Nearly 40% of prior criminal engaged in forged or unauthorized check writing as the
most common primary method of embezzlement
More than 16% of prior criminals stole from non-profits or religious organizations –
their most common victim
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CHARACTERISTICS OF THE VICTIM ORGANIZATIONS
Industry Category of Victim Organizations
We developed and utilized simple industry classifications for the victim organizations identified
in the survey. The classifications used in our 2012 survey included the following:
apparel;
arts & entertainment;
automotive;
business services;
cemetery/funeral services;
construction;
defense/military;
education; energy;
financial services;
food & agriculture;
fitness & beauty;

gaming;
government
agencies/municipalities;
healthcare;
hospitality & travel;
individuals;
insurance;
labor unions;
manufacturing;
non-profit;
political organizations;

professional services;
publishing/media;
real estate;
religious organizations;
restaurant;
retail;
sports & leisure;
technology;
trade services;
transportation/freight;
and utilities.

Several categories from prior years were not represented in the 2012 cases, such as the natural
resource, pharmaceutical, telecommunications and waste management industries.
An analysis of cases for each industry group reveals the following 15 categories which
experienced the highest number of major embezzlement cases in 2012, along with their
respective average theft are listed below:
Industry Group
Financial Services
Government Agency
Non-profit
Manufacturing
Healthcare
Professional services
Real estate
Religious orgs
Automotive
Education
Food & Agriculture
Labor Union
Construction
Insurance
Business Services

# Cases
80
60
47
39
32
32
32
19
18
18
18
18
16
12
11
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% Cases
15.3%
11.3%
9.0%
7.5%
6.1%
6.1%
6.1%
3.6%
3.4%
3.4%
3.4%
3.4%
3.1%
2.3%
2.1%
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$ Gross Losses
306,698,000
100,076,000
25,780,000
36,932,500
43,641,500
30,443,000
26,699,000
8,338,000
16,275,000
5,744,000
15,472,000
4,511,000
22,480,000
17,308,000
6,255,000

% Total
41.7%
13.6%
3.5%
5.0%
5.9%
4.1%
3.6%
1.1%
2.2%
0.8%
2.1%
0.6%
3.1%
2.4%
0.9%

Average
3,833,725
1,667,933
548,511
946,987
1,363,797
951,344
834,344
438,842
904,167
319,111
859,556
250,611
1,405,000
1,442,333
568,636
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An analysis of losses incurred by industry group reveals the following 15 industries which
experienced the greatest gross losses, along with their respective average theft:
Industry Group
# Cases
Financial Services
80
Government Agency
60
Healthcare
32
Manufacturing
39
Professional services
32
Real estate
32
Non-profit
47
Construction
16
Technology
4
Insurance
12
Automotive
18
Food & Agriculture
18
Religious orgs
19
Energy
6
Retail
8

% Cases
15.3%
11.3%
6.1%
7.5%
6.1%
6.1%
9.0%
3.1%
0.8%
2.3%
3.4%
3.4%
3.6%
1.1%
1.5%

$Gross Losses
306,698,000
100,076,000
43,641,500
36,932,500
30,443,000
26,699,000
25,780,000
22,480,000
17,442,500
17,308,000
16,275,000
15,472,000
8,338,000
8,244,000
6,986,000

% Total
41.7%
13.6%
5.9%
5.0%
4.1%
3.6%
3.5%
3.1%
2.4%
2.4%
2.2%
2.1%
1.1%
1.1%
1.0%

Average
3,833,725
1,667,933
1,363,797
946,987
951,344
834,344
548,511
1,405,000
4,360,625
1,442,333
904,167
859,556
438,842
1,374,000
873,250

An analysis of losses incurred by industry group reveals the following 15 industries which
experienced the highest average theft:
Industry Group
Apparel
Technology
Financial Services
Political orgs
Government Agency
Gaming
Insurance
Construction
Energy
Healthcare
Restaurant
Professional services
Manufacturing
Automotive
Retail

# Cases
1
4
80
1
60
2
12
16
6
32
5
32
39
18
8

% Cases
0.2%
0.8%
15.3%
0.2%
11.3%
0.4%
2.3%
3.1%
1.1%
6.1%
1.0%
6.1%
7.5%
3.4%
1.5%

$Gross Losses
5,742,000
17,442,500
306,698,000
2,300,000
100,076,000
2,886,000
17,308,000
22,480,000
8,244,000
43,641,500
5,232,000
30,443,000
36,932,500
16,275,000
6,986,000

% Total
0.8%
2.4%
41.7%
0.3%
13.6%
0.4%
2.4%
3.1%
1.1%
5.9%
0.7%
4.1%
5.0%
2.2%
1.0%

Average
5,742,000
4,360,625
3,833,725
2,300,000
1,667,933
1,443,000
1,442,333
1,405,000
1,374,000
1,363,797
1,046,400
951,344
946,987
904,167
873,250

Below is a chart of the industry breakdown for relative percentage of total major embezzlement
cases in 2012:
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The financial services industry, even excluding insurance-related entities, was the most frequent
victim and experienced the greatest losses in 2012 from major embezzlement schemes. As we
have previously noted, this industry sector has topped our list each year of our survey, beginning
in 2008. This year the numbers were even more skewed against financial services due to the
Wasendorf / Peregrine Financial Group case. Interestingly, 23 percent of the cases (nearly 1 in
4) involved credit unions, probably a result of their relatively less stringent control structure than
commercial banks and other financial institutions. Government entities were in second place,
consistent with our overall findings. Non-profits and religious organizations combined account
for one-eighth or 12.5 percent of all incidents, which is again fairly consistent. Non-profit and
religious organizations are highly vulnerable to employee theft given their relative weak business
control structure.
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5 Year Industry Analysis
We did an analysis of the five year aggregated data (which included a total of 2,112 case studies)
comparing the various industries by frequency of incident. The top 25 industry categories are as
follows (with corresponding losses and percentages):
Industry
Financial Services
Government Entity
Non-profit
Healthcare
Manufacturing
Real Estate
Professional Services
Education
Construction
Religious Org.
Food & Agriculture
Automotive
Labor Union
Retail
Business Services
Trade Services
Insurance
Energy & Nat. Res.
Transportation/Freight
Sports & Leisure
Arts & Entertainment
Publishing/Media
Technology
Restaurant
Utility

Raw #
276
243
170
158
149
116
104
97
88
88
63
61
49
48
47
43
41
33
33
32
25
22
22
21
15

% Total
13.07%
11.51%
8.05%
7.48%
7.05%
5.49%
4.92%
4.59%
4.17%
4.17%
2.98%
2.89%
2.32%
2.27%
2.23%
2.04%
1.94%
1.56%
1.56%
1.52%
1.18%
1.04%
1.04%
0.99%
0.71%

$ Loss
661,392,000
219,305,000
79,978,000
111,326,000
193,851,500
116,428,000
115,201,000
76,845,000
105,770,000
57,111,000
76,221,500
64,375,500
57,657,000
91,103,000
35,067,500
20,225,500
63,976,000
86,818,000
17,478,500
13,303,000
29,798,500
15,740,000
37,775,500
15,232,000
8,530,000

% Total
26.07%
8.64%
3.15%
4.39%
7.64%
4.59%
4.54%
3.03%
4.17%
2.25%
3.00%
2.54%
2.27%
3.59%
1.38%
0.80%
2.52%
3.42%
0.69%
0.52%
1.17%
0.62%
1.49%
0.60%
0.34%

Below is a pie chart depicting the breakdown of the industry groupings by their respective
incident frequency rates over the past 5 years (note we combined insurance into financial
services and non-profits with religious organizations):
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Geographic Location of the Embezzlement
We identified the states with the highest number of major embezzlement cases – as well as the
largest gross losses and the largest average loss – and determined the percentage of overall losses
for these states (see charts below). It should be noted that the massive Wasendorf case in Iowa
and to a lesser degree the Crundwell case in Illinois have skewed the figures in those states’
directions.
We also include a chart that identifies those states with the highest loss ratio. To do this, we
determined the percent Gross Domestic Product (GDP) that each state contributes to the overall
US GDP using recent US Department of Commerce numbers. This is known as the Gross State
Product (GSP). We assume that the GSP percentages represent the relative economic activity for
each state. Our theory is that for each state, we would expect both its percent of overall incidents
as well as its percent of overall losses to be close to its relative GSP as a percent of overall GDP.
The loss ratio of the percent of gross losses for a given state to its percent GDP contribution, is
© Marquet International, Ltd.
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what we are now calling the Embezzlement Propensity Factor, or EPF. Any state with an EPF of
greater than 1 has a disproportionately higher embezzlement loss propensity.
The 12 states with the highest number of major embezzlement cases from the 2012 study are as
follows:
State
CA
MI
NC
FL
PA
TX
WI
CT
IL
MO
NY
MD

# Cases
72
29
28
19
19
19
19
18
17
17
17
15

% all Cases
13.7%
5.5%
5.3%
3.6%
3.6%
3.6%
3.6%
3.4%
3.2%
3.2%
3.2%
2.8%

The 12 states with the greatest overall losses from major embezzlement cases from the 2012
study are as follows:
State
IA
CA
IL
FL
PA
TX
NJ
MI
NY
HI
NC
MN

$ Gross loss
219,768,500
66,968,000
63,853,000
58,292,000
27,259,000
22,824,500
19,166,000
17,508,500
17,363,000
15,516,500
15,349,000
15,335,000
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% all losses
29.8%
9.1%
8.7%
7.9%
3.7%
3.1%
2.6%
2.4%
2.4%
2.1%
2.1%
2.1%
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The states with the highest average loss from major embezzlement cases from the 2012 study are
as follows:
State
IA
IL
FL
NJ
HI
MT
AZ
NV
PA
MN
TX
WY

$ Ave Loss
27,471,063
3,756,059
3,068,000
2,738,000
2,216,643
2,205,500
1,623,333
1,615,778
1,434,684
1,277,917
1,201,289
1,167,333

The last two tables above show Iowa at the top, skewed significantly above the rest as a result of
the Wasendorf case.
In the table below, we compare the 12 states with the highest overall ratio of the percent of total
losses to the percent their economy contributed to GDP for each of these states. This ratio,
which we call the state’s “Embezzlement Propensity Factor,” or EPF, provides us with a
variance factor for each state. Those states with loss ratios greater than one (1.0) are states that
have a higher propensity to experience losses from major embezzlement cases than the expected
norm. Conversely, those states with EPFs below 1.0 have a lower risk for embezzlement loss
than the expected norm.
The 12 states with the highest Embezzlement Propensity Factor (EPF) from the 2012 study are as
follows:
State Cases % Cases
IA
8
1.5%
HI
7
1.3%
RI
6
1.1%
MT
2
0.4%
NV
9
1.7%
WY
3
0.6%
IL
17
3.2%
FL
19
3.6%
VT
5
0.9%
MO 17
3.2%
MS
15
2.8%
CT
18
3.4%

$Losses
219,768,500
15,516,500
6,415,000
4,411,000
14,542,000
3,502,000
63,853,000
58,292,000
1,699,000
15,332,000
5,644,000
13,591,000
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% Losses
29.8%
2.1%
0.9%
0.6%
2.0%
0.5%
8.7%
7.9%
0.2%
2.1%
0.8%
1.8%
26

$Ave Loss
27,471,063
2,216,643
1,069,167
2,205,500
1,615,778
1,167,333
3,756,059
3,068,000
339,800
901,882
376,267
755,056

% GDP
0.89%
0.43%
0.32%
0.24%
0.88%
0.22%
4.39%
5.15%
0.17%
1.59%
0.61%
1.50%

EPF
33.5
4.9
2.7
2.5
2.2
2.2
2.0
1.5
1.4
1.3
1.3
1.2
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This year Iowa tops the list of all states in the US with the highest risk for loss from
embezzlement. This is clearly driven by the fact that we have included the Wasendorf $215.5
million embezzlement case in the study. However, we note that Iowa has been on this list for 3
out of the past 5 years. If we were to back out Wasendorf, Iowa would have a 2012 EPF of just
0.9 and would not make the list. Illinois is in the mix for the first time coming in at number 7,
no doubt driven by the Crundwell case. Some perennial favorites are on the list, including
Vermont and Florida (both on the list 4 out of the past 5 years); Like Iowa, Montana and
Missouri have both made the list 3 out of the past 5 years. Nevada and Rhode Island have both
made the list twice whereas this is the first time for Hawaii, Wyoming and Illinois.
5 Year Industry Analysis
An analysis of our 5 years worth of data reveals the following 15 states with the highest
Embezzlement Factor Propensities (with 2,129 case studies in the sample) – those states that
have the highest risk for major embezzlement:
State
IA
VT
RI
WV
MA
FL
MT
SD
LA
CT
OK
HI
DC
WI
NV

Cases
29
27
20
28
69
76
24
17
29
62
38
8
14
48
22

% cases
1.4%
1.3%
0.9%
1.3%
3.2%
3.6%
1.1%
0.8%
1.4%
2.9%
1.8%
0.4%
0.7%
2.3%
1.0%

$ Gross Losses
241,129,500
14,164,000
19,254,000
20,188,000
116,757,000
240,067,000
10,693,000
9,170,000
56,495,000
56,478,000
36,077,000
15,699,500
23,242,000
55,531,000
29,095,000

% Losses
9.5%
0.6%
0.8%
0.8%
4.6%
9.5%
0.4%
0.4%
2.2%
2.2%
1.4%
0.6%
0.9%
2.2%
1.1%

$EPF
Average
8,314,810
524,593
962,700
721,000
1,692,130
3,158,776
445,542
539,412
1,948,103
910,935
949,395
1,962,438
1,660,143
1,156,896
1,322,500

% GDP
0.89%
0.17%
0.32%
0.40%
2.43%
5.15%
0.24%
0.23%
1.50%
1.50%
0.96%
0.43%
0.65%
1.61%
0.88%

EPF

Iowa tops the list since it is a relatively small state and of course the Wasendorf case has skewed
the data out of proportion. Without Wasendorf, Iowa would have a 5 year aggregated EPF of 1.1
and would not be on this list. Vermont is second in the nation as it has consistently been a high
risk state. Interestingly, 4 of the 6 New England states are on this list ranking:
Vermont, 2nd;
Rhode Island, 3rd;
Massachusetts, 5th; and
Connecticut, 10th
(Maine was ranked 24th and New Hampshire 45th).
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10.7
3.3
2.4
2.0
1.9
1.8
1.8
1.6
1.5
1.5
1.5
1.4
1.4
1.4
1.3

JUDICIAL CONSEQUENCES
Sentencing Analysis
We researched the prison terms for perpetrators who had been sentenced, if they were given any,
in an effort to determine whether some conclusions could be drawn. We were able to determine
the prison sentences in 262 of the 528 cases analyzed in The 2012 Marquet Report on
Embezzlement. The prison terms ranged from probation or home confinement to 50 years in jail
(600 months). The average prison sentence was 48 months (4 years), for an average
embezzlement of nearly $2 million.
For those cases that we had scheme duration data, the average length of prison time was about
4.1 years (49 months) for an average embezzlement period of about 5.0 years (60 months). One
office manager/bookkeeper in Colorado, 41-year-old Long Khong, was given no prison time
after having siphoned about $815,000 from his employer over a period of about 7 years. On the
other hand, 43-year-old Marli Jenkins, was given up to 20 years in prison for embezzling
$269,000 from the Taylor County Public Library for which she has served as head librarian. As
we showed in last years’ report, the disparity that exists in the sentencing arena is wide across the
country and varies from jurisdiction to jurisdiction and judge to judge. We are pleased to report
that Russell Wasendorf received 50 years in prison and Rita Crundwell, 19 ½ years.
We broke down the average sentences for various theft levels, as outlined in the graph and chart
below:

Months
sentenced

Embezzlement range
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Embezzlement Range
$ 96,000 - $199,000
$200,000 - $499,000
$500,000 - $999,000
$1 mill. - $1.99 mill.
$2 million +

Avg. Sentence in Months (years)
35 (1.9)
41 (3.4)
45 (3.8)
54 (4.5)
107 (8.9)

Both the graph and chart demonstrate that the average prison sentence increases with the
magnitude of the theft –as we would expect based upon prior years’ analysis. The ten states
[with a sampling of at least 3 cases] with the highest average sentence handed down in the 2012
study include the following:
State
IA
WV
NV
SD
HI
WA
MI
IL
OK
GA

Months (years)
128 (10.7)
113 (9.4)
113 (9.4)
93 (7.8)
87 (7.3)
71 (5.9)
66 (5.5)
66 (5.5)
62 (5.2)
60 (5.0)

No doubt the 50 year sentence for Wasendorf kicked up Iowa’s numbers. The ten states [with a
sampling of at least 3 cases] with the lowest average sentence handed down in the 2012 study
include the following:
State
MA
CO
WI
LA
MN
VA
OR
KS
OH
CT

Months (years)
5 (0.4)
6 (0.5)
18 (1.5)
23 (1.9)
23 (1.9)
24 (2.0)
26 (2.2)
26 (2.2)
28 (2.3)
28 (2.3)
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Other Consequences
One area in which this report has not yet delved is the effect these major embezzlement cases
have on their victims – companies, owners and co-workers. We have seen many cases in which
businesses and other organizations have gone bankrupt or were otherwise shuttered as a result of
these crimes. Most organizations survive, although not without hardship. Most experience
layoffs and cutbacks across the board, just to survive. Small businesses, non-profits and
religious organizations are particularly hard hit. Owners often have to pick up the pieces and try
to move on to support their families.
The perpetrators themselves have a range of responses once they are caught. Many seem
genuinely contrite and apologetic. Others do not appear to demonstrate any remorse. Still
others, attempt or commit or succeed in committing suicide. In the 500+ cases we reviewed in
2012, there were 9 such suicides/attempted suicides that we know about.
One of the most unusual cases involves 38-year old
Tracy Michelle Jones of Macon, Georgia, who was an
employee of the law firm of Pinkston & Associates.
According to prosecutors, on October 6, 2012, Jones,
together with three accomplices, held one of her coworkers, 58-year old Gail Spencer, captive in her own
home at gun point. Jones and her accomplices then
forced Spencer to disclose banking information that
allowed them to siphon about $1.4 million via wire
transfers from the law firm’s accounts. Spencer was
reportedly forced to perform a sex act on one of the
accomplices and later, suffocated with a trash bag
around her head. The other defendants in the case
include Keith Anthony Dozier, 23, and step-siblings
Courtney Nicole Kelly, 23 and Michael Brett Kelly, 18.
The case is ongoing and prosecutors are currently
seeking the death penalty for Jones.

Tracy Michelle Jones, 38
Bibb County, Georgia mug shot

The Tracy Jones case is not the only one that was
associated with a murder. Steven Byron (Kerner)
Tisdale, 44, of Pfafftown, North Carolina is alleged to have embezzled about $114,000 from
Wake Forest Baptist Medical Center where he worked as an insurance manager. Tisdale
reportedly cashed 219 checks intended as refunds to patients over a period of more than a year,
from January 2011 through April 2012. Tisdale was arrested for the embezzlement and charged
in July 2012. Tisdale became a fugitive after missing a court date and was later arrested in Las
Vegas. The body of his domestic partner, Robert Bowie Tisdale, 52, was found in their
Pfafftown home, the victim of a gunshot wound. Steven Tisdale has now been charged with first
degree murder in the death of Robert Tisdale and extradited back to North Carolina to face the
charges.
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PREVENTIVE MEASURES
Our analysis in these reports demonstrates a few truths about employee theft and suggests off the
top a number of ways to prevent, or in the event, nip in the bud, would-be embezzlers. For
instance, since the vast majority of embezzlers have their hands on the purse strings in one
manner or another, extra scrutiny should be placed on those employees with fiduciary
responsibilities. Extra screening, auditing, rescreening and rotation of responsibilities, is
recommended. Since the majority of embezzlements involve forged or unauthorized check
writing, more stringent controls should be enacted with respect to check writing.
It is clear that many embezzlers conduct their schemes over many years and their lifestyles
typically change. Background checks should be conducted on fiduciary employees every 3-4
years after they are employed. Any employee scuttlebutt or rumors concerning significant
lifestyle changes should be examined by the HR department. Likewise, if an employee is
believed or understood to have a gambling problem, extra scrutiny of their handling of finances
should be made in addition to trying to get them the counseling they need. Given the duration of
these schemes and the control required to execute them, business entities, but particularly nonprofits and religious organizations, should rotate out their financial personnel every few years.
In any event, below is a more comprehensive listing of preventive strategies to address the
problem of employee theft:
•
•
•
•
•
•

•
•
•
•
•
•
•

Do not allow a single individual access to all aspects of company finances. Make sure
there is a division of duties in the finance department.
Regularly rotate responsibilities for bookkeeping personnel.
Require bookkeeping personnel to take time off and vacations. Embezzlers often take little
or no vacations to perpetrate their schemes.
Do not allow bookkeepers to take work home.
Require two signatories on outgoing checks above a certain nominal amount. The
signatories should be different individuals from the check preparer.
Examine cancelled checks regularly. One common method of embezzlement involves the
forgery of checks. Another is to have them payable to the embezzler or their personal
vendors.
Maintain unused checks in a lockbox. Be sure all checks, purchase orders and invoices are
numbered consecutively and reconcile any of those missing.
Conduct regular as well as random audits. Owners should take a hands-on management
approach by physically spending time with the bookkeeping department.
Audit petty cash regularly.
Audit company credit card charges regularly.
Audit expense reports regularly.
Be sure each payment, electronic or otherwise, is backed up with appropriate
documentation.
Backup financial records daily.
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•
•
•
•
•
•
•
•
•

Make and reconcile daily deposits. Use a “for deposit only” stamp for check deposits. The
person recording cash receipts should be different from the one making the actual deposits.
Bank reconciliations should be made by a different person than those that handle cash
receipts and cash disbursements.
Know who your vendors are. Embezzlers often create phony vendors and submit fraudulent
invoices for payment.
Examine payroll records regularly. Some embezzlers issue themselves extra paychecks and
bonuses through the payroll system.
Investigate customer and vendor complaints promptly. If vendors are not being paid as
expected, it may be a sign that the payment checks are being diverted.
Conduct pre-employment background checks for all personnel with fiduciary duties.
Conduct employee background checks on current employees on a periodic basis,
particularly those in financial positions.
The HR department should close attention to the employee grapevine and any suggestions
that someone has a gambling problem should be immediately addressed.
Prosecute perpetrators, creating a permanent record future employers can find.

INVESTIGATIVE RESPONSE
Allegations of employee misconduct such as embezzlement, require immediate attention.
Facts should be gathered initially as quickly and quietly as possible to determine the veracity of
such an allegation. An institution’s response to the revelation of this type of white collar
shenanigans is nearly as important as preventing or detecting them in the first place. A swift
investigation, overseen by internal and/or external legal counsel must ensue, beginning with a
small circle of those who need to know and expanding from there. Such an investigation will
involve an analysis of institutional records as well as possibly conducting select interviews and
a possible “external” investigation which would focus on lifestyle, conflicts of interest and
asset identification.
The most typical records under your control will be financial books and records. And as such,
an independent forensic accounting review will almost always be necessary to quantify the loss
and to determine how the scheme(s) worked and to where the monies were funneled and from
which sources. The accounting analysis will also be necessary for any future claim under a
fidelity policy in the form of a “proof of loss” as well as the basis for prosecutorial referral.
Interviews of select employees and others may also be part of the process. Employ the reverse
onion peel strategy, working from the innermost circle outward as needed which helps contain
and control the investigation. This process will almost always involve an interview of the
suspected employee at some point. If strong enough evidence is gathered quickly, such a
confrontational interview may be beneficial and even elicit a confession. In our experience,
interviews should be conducted in a “two on one” format, particularly with the suspect in
question. This allows for corroborating testimony of what was said, which is often necessary.
Use caution, however, because we have found that early confessions are often incomplete –
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many perpetrators are willing to cop to a small amount of theft when in fact the scheme may
have spanned many years and involved a variety of different schemes.
As soon as enough evidence is gathered to satisfy institutional authorities, the suspected
employee should be immediately suspended or terminated, including all computer, banking,
communications and other access rights and privileges. In the event, such a decision should be
made within hours or a few days at most, but certainly should not be delayed much longer – in
order to minimize further losses as well as to preserve crucial potential evidence. Electronic
devices owned by the company should be confiscated and analyzed for evidence.
The internal investigation will necessarily continue after the employee is removed. Our
research into the embezzlement phenomenon indicates that many perpetrators use more than
one scheme – oftentimes several – to steal from their employer. Further, as we know, these
thefts will have invariably spanned a longer period of time than originally thought. A thorough
investigation will therefore look into all aspects of the suspected perpetrator’s employment
responsibilities and venture as far back as the time of their hiring. While criminal proceedings
will be limited by a statute of limitations on these kinds of crimes, the victim organization
should attempt to document the entire extent of the loss – both for insurance recovery purposes
but also for potential civil restitution beyond any criminal order.
Any chance at recovery or restitution may also depend upon an “external” investigation. While
it is true that many embezzlers spend their ill-gotten gains in such a way as to make restitution
difficult – such as gambling, luxury travel, gifts to others and purchases of consumables, many
other types of assets can be identified and attached or seized. Homes, luxury vehicles,
watercraft, livestock, other business interests and luxury items such as art, jewelry and designer
clothing may be worth seizing and auctioning off. Third party beneficiaries of the theft – often
family members such as spouses, children, parents and others – are also potential sources for
recovery. Bank accounts, retirement accounts, investments accounts, such as brokerage and
mutual funds, can be identified through subpoena in either a civil or criminal proceeding. In
some cases, a judge can be convinced to issue an order freezing assets and giving a forfeiture
order.
Finally, as previously noted, we strongly recommend that all embezzlement cases ultimately be
referred to authorities for prosecution. Failure to do so 1) does not adequately punish the
perpetrator; 2) provides no discouragement for potential future embezzlers; 3) arguably hurts
employee morale and productivity; and 4) puts future employers of the perpetrator at risk for the
same type of theft. In general, the better the internal investigation and “packaging” of the
evidence, the swifter the prosecutorial response. If federal or state prosecutors are not interested
due to the size of a given employee theft, civil action is always an option and still achieves some
of the above stated goals. In either case, expert legal counsel will be required throughout the
process. The timing of a criminal referral must also be considered. Once it is made, any civil
action will be stayed pending the outcome of the criminal proceedings – which often take time.
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