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Learning Objectives

In this module, we will:

Å Discuss what fraud is and who commits it

Å Explain the importance of an awareness of the potential for 

fraud

Å Identify the types of fraud and red flags associated with 

them

Å Explain who is responsible for detecting fraud

Å Identify controls for the prevention and detection of fraud
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Fraud Defined

ÅFraudñis an intentional act that results in a 

material misstatement in financial statements that 

are the subject of an audit.ò 

ïStatement on Auditing Standards (SAS) 99, Consideration of 

Fraud in a Financial Statement Audit

ÅFraud vs. Error: The difference between sloppy 

accounting and fraud is INTENT.

ïWhat is known or should have been known
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Types of Fraud

ÅMisappropriation of Assets ïtheft or misuse of 
company assets

ÅCorruption ïabusing influence and power within 
organization to obtain some benefit at organizationôs 
expense

ÅFraudulent Financial Reporting ïintentional 
misstatements or omissions of amounts or disclosures 
in financial statements 


