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What is Fraud?
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Environment That Encourages Fraud

• Pressure or an incentive to commit fraud
– Meet expectations
– Avoid criticism
– Cover a mistake

• Perceived opportunity
– Poor internal controls
– Lack of oversight

• Rationalization
– Low compensation
– Company is profitable 

Opportunity

Pressure Rationalization

Fraud Triangle
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Nonprofit Fraud
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Types of Nonprofit Fraud

Internal – committed by employees, officers, and directors

External – committed by vendors, sub-recipients, grant 
applicants, program participants and competitors
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Internal Fraud – Nonprofit Organizations

• Cash receipts and revenue schemes
• Cash disbursement schemes
• Purchasing schemes
• Payroll and expense reporting schemes
• Employee expense reporting schemes
• Other asset misappropriations and misuse
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External Fraud – Nonprofit Organizations

• Fraudulent billings by vendors
• Fraud committed by service organizations
• Fraud and abuse by sub-recipients 
• Financial assistance fraud 
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Nonprofit Organization Fraud

• Increase of wrongdoing by nonprofit organizations primarily 
against outside parties
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Nonprofit Organization Fraud
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Nonprofit Organization Fraud – Facts*

• 12.2% of frauds occurred in the nonprofit sector
• The median loss of cases in not-for-profit organizations in 2004 

was $100,000, up from $40,000 in a similar study in 2002
• Billing schemes were the most frequent form of fraud in not-

for-profit organizations, accounting for 46.6% of the cases
• Internal and external auditors discover about 20% of the frauds

*Association of Certified Fraud Examiners, 2004 Report to the Nation on Occupational Fraud and Abuse       
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Why does Fraud occur more in Nonprofit 
Organizations?                                               

• An atmosphere of trust exists
• Many cash donations
• Financial restraints
• A staff with a lack of business/financial experience
• The size of the organization
• Internal controls are usually ineffective
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Identifying Red Flags
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Identifying Red Flags
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Identifying Red Flags
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Identifying Red Flags
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Business Risk of Nonprofit Fraud

• Cultural  
• Management  
• Employee  
• Process  
• Poor physical security of assets
• Transaction  
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Fraud Prevention

Fraud Risk Assessments:
• Organizations should adopt a protocol for the systemic 

identification and management of potential fraud
– An independent assessment by a competent person of the processes

and procedures in place
– A survey tailored for the operations of the particular organization
– A facilitated consultative workshop  
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Fraud Prevention - Fraud Control Policy
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Fraud Prevention
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Case Example – Nonprofit Fraud

• Executive director of a nonprofit organization embezzled an 
average of $100,000 a year

• He raised millions for the charity
• A temporary bank account used previously and had been left 

open 
• Several checks from donors were deposited into an account 

for his use
• He was the only one who knew the account existed 
• He was caught when he told a staff member  
• He was convicted and sentenced to seven years in prison
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Case Example – Nonprofit Fraud
• Pressure or an incentive to commit fraud

• Requirement to raise donations

• Perceived opportunity
• Weak internal controls
• No oversight by management
• No segregation of duties

• Rationalization
• No harm, no foul
• Felt he was being overworked and felt justified
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Government Fraud
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Government Fraud

• Illegal acts that intentionally divest the government of funds 
through deception or scams

• In many government fraud cases, both criminal and civil charges 
are brought against the defendant 

• Whistleblowers are often the first to report government fraud; 
they then share in the awards of the case
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Types of Government Fraud
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Government Procurement Fraud Facts*

• In 2005, the United States recouped more than $1.4 billion 
dollars in settlements and judgments

• In 2006, the United States government recovered a record total 
of more than $3.1 billion in settlements and judgments

• In 2006, defense procurement fraud accounted for $609 million 
in settlement and judgments

*U.S. DOJ statistics
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Government Procurement Fraud  
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Government Contract Fraud  

Potential fraud exists in areas such as product substitution, cost 
mischarging, defective pricing, progress payment fraud and 
antitrust violations. 
• Defective Pricing

– This practice arises from intentionally using old or inaccurate cost data to 
inflate costs. 

– Under the Truth in Negotiations Act, contractors must submit cost or 
pricing data prior to negotiations, and certify that the data are accurate, 
complete, and current as of the close of negotiations.
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Government Progress Payments Fraud  
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False Claims and False Statements  

• The Federal False Claims Act (FCA) makes it illegal to present a
false claim in order to defraud the government

• Instances in which a company or individual attempts to be paid 
by the government for an invalid reason 

• Penalties for government fraud under the False Claims Act can 
be three times the amount stolen in addition to a civil fine of 
$5,000 to $10,000
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False Claims and False Statements  
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False Claims and False Statements  

Types of government contractor fraud violating the FCA include:
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Qui Tam in relation to the FCA

• The False Claims Act rewards Qui Tam relators and 
whistleblowers

• Qui tam laws offer protections to employees who report 
wrongdoing by their employers 

• The relator can receive between 15 and 30 percent of the total 
recovery from the defendant
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Types of Healthcare Fraud
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Medicare/Medicaid Healthcare Fraud

• Medicare and Medicaid fraud occur when: 
– Healthcare companies overestimate clinical costs
– Ask for reimbursement for lab tests or procedures that were never 

performed

• Whistleblowers are often the ones to report Medicare fraud and 
the qui tam laws apply
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Prevention of Healthcare Fraud

38 BDO Consulting | Nonprofit & Government Fraud: What You Need to Know

Organizations that Detect and Prevent Fraud

• National Procurement Fraud Task Force
• Inspector General and SIGIR 
• Defense Contract Audit Agency
• Public Company Accounting Oversight Board (PCAOB) (Sarbanes-

Oxley Act of 2002)
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Identifying Red Flags

From a Business Perspective
• Verification of business existence and validation
• No information confirming the individual or business exists
• No confirmation of current business operating status 
• Discrepancies with start date, business licensing and tax 

registration  
• Others
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Identifying Red Flags

From a Management Perspective
• Background checks of the CEO and other key executives can 

reveal past behaviors that could impose risk on a current or 
future business transaction

• Frequent management turnover
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Identifying Red Flags

From a Financial Perspective
• Financial information can quickly uncover leading signs 

indicating the propensity for a company to commit fraud
• No record of line of credit or secured financing extended to the

business 
• Questionable trade experiences or documentary evidence 
• Credit references provided by previously confirmed higher risk 

businesses 
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Identifying Red Flags

Other Factors
• High personnel turnover 
• Low employee morale 
• No supporting documentation for adjusting entries 
• Incomplete or untimely bank reconciliations 
• Increased customer complaints 
• Write-offs of inventory shortages with no attempt to determine 

cause 
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Identifying Red Flags

Other Factors
• Unrealistic performance expectations 
• Rumors of conflicts of interest 
• Using duplicate invoices to pay vendors 
• Frequent use of sole-source procurement contracts 
• Accounts that are not reconciled
• Dormant accounts

44 BDO Consulting | Nonprofit & Government Fraud: What You Need to Know

Prevention Processes
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• Segregation of duties
• Effective bidding processes
• Vendor approval controls
• Accountability for policies

– Code conduct 
– Fraud policies
– Conflict of interest

• Fraud awareness training
• Internal audit

Prevention Processes
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Creating Culture of Ethics
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Developing and Appropriate Oversight Process
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Case Example – Government Fraud

• Top government official sells his unused leave time back to 
the government agency

• An amendment was added to his existing employment contract
• Over seven years period, over 2,000 days of leave sold back  

– Equivalent to 60 years worth of leave 

• After the seven years, $675,000 in leave time was paid out
• Convicted and sentenced to 51 months in federal prison
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Case Example – Government Fraud
• Pressure or an incentive to commit fraud

• Needed to maintain a high standard of living

• Perceived opportunity
• Weak internal controls
• No segregation of duties

• Rationalization
• Felt he was being underpaid
• Entitled to more money for the time he worked
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BDO Consulting
Anti-Corruption and Fraud Services
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Questions?

Q&A
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Contacts
Brian J. Mich is a Managing Director in BDO Consulting, a division of BDO Seidman, LLP, in the New York 
office where he leads the firm’s Anti-Corruption Compliance and Investigations practice. Mr. Mich conducts 
engagements and investigations involving Foreign Corrupt Practices Act (FCPA) matters, as well as 
employee misconduct and anti-money laundering investigations.  He has over 22 years of corporate and 
criminal investigative experience in such roles as Senior Counsel, Consultant, Bureau Chief and Assistant 
District Attorney. 

Prior to joining BDO Consulting, Mr. Mich served as Senior Counsel for the Independent Inquiry Committee 
into the United Nations Oil-For-Food Programme in Iraq, where he conducted investigations of alleged 
corruption and mismanagement, interviewed witnesses, conducted financial analysis and documented 
recovery and review.  During the course of these investigations, Mr. Mich provided legal opinions on various 
issues while interfacing with prosecutorial, law enforcement and regulatory authorities from numerous 
jurisdictions throughout the world.  Mr. Mich has also both spoken and written articles on topics related to 
the FCPA.

Mr. Mich also served as an Assistant District Attorney for the Queens County District Attorney’s Office, in 
the Economic and Environmental Crimes Bureau, the Organized Crime and Rackets Bureau and the 
Narcotics Investigations Bureau. Mr. Mich investigated and prosecuted complex financial and white-collar 
crimes including fraud, embezzlement, money laundering, tax violations, computer crimes, trademark 
counterfeiting and identity theft.  He also has investigated and prosecuted traditional and non-traditional 
organized crime groups for labor racketeering, complex larceny schemes and insurance fraud.  

Education
JD, Villanova University School of Law
BA, Colgate University

Professional Affiliations
American Bar Association
The Association of the Bar of the City of New York 
Association of Certified Fraud Examiners

Brian Mich, JD 
Managing Director
BDO Consulting
New York, NY

bmich@bdo.com
212-885-8007
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Social Media

Social Media Revolution
See link:
http://socialnomics.net/video/

Best Way to Use Social Media



2

Social Media Etiquette

Focus on Government, Education and NFP 

Overview of

Groups
Q&A (show Carol Lassak answer)
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Overview of

Following and Being Followed
JQAdams
Pavingthewayoh
Buffalo Seminary
Zoos

Overview of

Ride for Roswell
Buffalo Niagara CVB
SUNYECC
UB Alumni
NPR
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MARC ADLER          
Flynn & Friends                    Vice President of Client Services 
437 Franklin St                         716-881-2697 
Buffalo, NY 14202                            marc@flynnandfriends.com 
 
Since graduating from the University at Buffalo in 1982 with masters degrees in International Marketing and Economic 
Geography, Marc has marketed a wide variety of products, ranging from artichoke hearts to zoological gardens. After 
working in New York City and Washington, D.C. for six years, he returned to Buffalo in 1987.  Marc joined Flynn & 
Friends in 1993 as its first full-time account executive and was made a partner in 2002.  Marc is extremely active in the 
community, serving or having served on the Boards of Trustees of the University at Buffalo Alumni Association 
(president from 2007-2009), Leadership Buffalo (Marketing Committee Chairperson), and the Buffalo Zoo (1992-
present). He also teaches several courses on Marketing as an adjunct for the University at Buffalo.  Marc has established a 
network of over 1500 friends, connections and followers on Facebook, Linkedin and Twitter. 
 
 
JOHN CRAIK 
Baker Victory Services                                                                                  Director of Organizational Development 
780 Ridge Rd.                                                   716-828-9500 
Lackawanna, NY  14218                                       jdcraik@gmail.com 
 
John Craik is the Director of Organization Development at Baker Victory Services, one of Western New York’s largest 
and oldest not-for-profit agencies.  He develops and implements new programs and initiatives.  He moved to Buffalo in 
1987 and worked as a Legislative Assistant to the late Assemblyman William B. Hoyt.  He is an experienced not-for-profit 
executive with a background in human resources and organizational development. He has served as the Executive 
Director of several organizations, specializing in turnaround management or program start-up or expansion, and he has 
been a consultant or board member for numerous organizations.  John graduated with a BS from Cornell University’s 
School of Industrial and Labor Relations where he specialized in organizational development.  He later graduated magna 
cum laude from the University at Buffalo School of Law where he was the Editor-in-Chief of the Buffalo Law Review, and 
where he specialized in community development law.  John is a graduate of Leadership Buffalo (1990) and the Harvard 
Business School of Buffalo’s Not-for-Profit Management Program (2005).   
 
 
KEVIN GAUGHAN 

                 Civic Leader 
Liberty Building, Suite 1717                              716-362-0677 
Buffalo, NY  14202                            kevin@kevingaughan.com 
 
Kevin Gaughan is a local civic leader and nationally-known expert on government reform and community renewal.  With 
ideas, energy, and the ability to inspire, he has changed both local government and the way the Western New York 
community views itself.    Kevin brought regional cooperation to our area, as the Washington Post wrote, “through the 
force of his own will.”  For his efforts to improve governance and preserve Buffalo’s heritage, Buffalo News columnist 
Donn Esmonde has called Kevin “the conscience of our community.”  Backed by his study on the cost of local 
government, he is today leading a movement to let people, not politicians, decide the size of their local government.  His 
efforts so far have downsized 4 of Erie County’s 45 governments. 
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KATHLEEN A. GRANCHELLI 
YWCA of Niagara                     Chief Executive Officer 
32 Cottage St.                                                716-433-6714 
Lockport, NY  14094                                      granchelli@ywcaniagara.org 
 
Kathleen A. Granchelli has been CEO of the YWCA of Niagara for the past fifteen years.  The YWCA of Niagara supports the 
women and families of Niagara County with its mission of economic empowerment and the elimination of racism.  Under 
Kathleen’s tenure, the YWCA of Niagara has secured over $10 million in grants to expand programs and services in Niagara 
County. The YWCA of Niagara has been recognized for visionary housing, domestic violence, and economic self sufficiency 
programs and for its ability to leverage funding to bring critical programs to the local community. Funding for new programs 
has included state and local investment dollars for transitional housing and domestic violence shelter, comprehensive domestic 
violence prevention, and over $5 million for the adaptive re-use of a Niagara Falls historic building as a residence for homeless 
women and children.  Prior to becoming CEO at the YWCA, Kathleen was an Assistant Vice President at Goldome Bank and 
Key Bank in Buffalo.  Kathleen received her undergraduate and graduate degrees at SUNY Brockport and is currently pursuing 
a graduate degree in American Studies at SUNY Buffalo.  Kathleen is also a recent graduate of Harvard’s Kennedy School 
program for State and Local Government, and is a lifelong resident of Lockport, NY. 
 

 

PAUL T. HOGAN  
The John R. Oishei Foundation                       Vice President 
One HSBC Center, Suite 3650                                       716-856-9490 
Buffalo, NY 14203                                                                       pthogan@oisheifdt.org 
 
Paul Hogan is a native and resident of Buffalo, NY. He spent much of his teens and early twenties working in his family’s small 
office supply and printing business, eventually becoming general manager. After leaving to serve four years in the US Navy, he 
decided to pursue a lifelong interest in writing at the University at Buffalo.  He completed a B.A. in English cum laude (minor in 
Psychology), left briefly to work in advertising and marketing, and then returned to pursue his MA in Writing. On completing 
his MA, he was offered and accepted the David Gray Fellowship in Poetry and Letters under the late, internationally acclaimed 
poet Robert Creeley.  Paul has worked and consulted for a variety of non-profit organizations in the arts, adult education, 
research, and healthcare. While he has published his creative sparsely, several poems were included in the 1989 collection 
entitled The Legend of Being Irish: An Anthology of Irish-American Poetry, and his complete book, Points of Departures: Poems was 
published by White Pine Press in November 2008.   Paul was recruited in 2001 to be a program officer with the John R. Oishei 
Foundation, a large, general-purpose private foundation providing grants to non-profits organizations throughout the western 
New York region. He was appointed vice president in January 2008. 
 
 
STANTON HUDSON 
Buffalo & Erie County Public Library                 Deputy Director 
1 Lafayette Square                       716-858-8900 
Buffalo, NY  14203                      hudsons@buffalolib.org 
 
Stanton H. Hudson, Jr., APR, Fellow PRSA, currently serves as Deputy Director and Chief Development & Communications 
Officer for the Buffalo & Erie County Public Library System.  Mr. Hudson has more than 35 years experience advising 
institutions with whom he works on how to build strong, long-lasting, and mutually beneficial relationships with key stakeholder 
groups and individuals. He founded Hudson and Associates Public Relations Counselors in 1992.  An independent public 
relations firm headquartered in Buffalo, NY, it provided high-level strategic public relations/communications counsel to CEOs 
and senior management in the public, private, and non-profit sectors.   During his career, Mr. Hudson has held senior 
management positions with M&T Bank, Blue Cross of Western New York, and the American Lung Association of New York 
State.  From 1993 to 2004, he served as Assistant Professor and Director of a graduate program in Communication and 
Leadership at Canisius College.  Mr. Hudson also has served in leadership capacities with more than 40 nonprofit organizations 
at the local, regional, and national levels.  He currently is a member of the Boards of the Theodore Roosevelt Inaugural National 
Historic Site, the Buffalo Society of Artists, the Western New York Artists Group, the Graycliff Conservancy, and the Western 
New York Grantmakers Association.  A number of professional organizations, including the Public Relations Society of 
America, the International Association of Business Communicators (IABC), and the National Advertising Agency Network 
(NAAN), have recognized his award-winning body of work.   
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MARK S. KLEIN 
Hodgson Russ, LLP                                                                                                                           Attorney at Law 
140 Pearl St., Suite 100                        716-848-1439 
Buffalo, NY  14202                          mklein@hodgsonruss.com 
 
Mr. Klein practice concentration is in New York State and New York City tax matters. He has over 25 years of experience 
with federal, multistate, state, and local taxation and may be best known for his public speaking on tax topics. Mr. Klein 
splits his time between the firm's Buffalo and New York City offices.  He has written numerous books, articles, and 
treatises on the subject of multistate taxation. He is the editor of New York Tax Highlights, the contributing editor of 
CCH's 2009 Guidebook to New York Taxes; and the co-author of ABA Sales & Use Tax Desk Book, CCH's New York 
Residency and Allocation Audit Handbook, Contesting New York Tax Assessments, New York Tax Handbook, and New York City 
Tax Handbook.  He is also a contributor to CCH's New York Tax Analysis.  Honors/Awards: Listed, The Best Lawyers in 
America (Tax Law); Who's Who in American Law.  Mr. Klein is admitted in New York and Florida.   
 
 
 
BRIAN J. MICH, JD 
BDO Consulting                                                                                                                            Managing Director 
135 West 50th St.                       212-885-8007 
New York, NY  10020                             bmich@bdo.com 
 
Brian J. Mich is a Managing Director in BDO Consulting, a division of BDO Seidman, LLP, in the New York office 
where he leads the firm’s Anti-Corruption Compliance and Investigations practice. Mr. Mich conducts engagements and 
investigations involving Foreign Corrupt Practices Act (FCPA) matters, as well as employee misconduct and anti-money 
laundering investigations. He has over 22 years of corporate and criminal investigative experience in such roles as Senior 
Counsel, Consultant, Bureau Chief and Assistant District Attorney.  Prior to joining BDO Consulting, Mr. Mich served as 
Senior Counsel for the Independent Inquiry Committee into the United Nations Oil-For-Food Programme in Iraq, where 
he conducted investigations of alleged corruption and mismanagement, interviewed witnesses, conducted financial 
analysis and documented recovery and review. During the course of these investigations, Mr. Mich provided legal 
opinions on various issues while interfacing with prosecutorial, law enforcement and regulatory authorities from 
numerous jurisdictions throughout the world. Mr. Mich has also both spoken and written articles on topics related to the 
FCPA.  Mr. Mich also served as an Assistant District Attorney for the Queens County District Attorney’s Office, in the 
Economic and Environmental Crimes Bureau, the Organized Crime and Rackets Bureau and the Narcotics Investigations 
Bureau. Mr. Mich investigated and prosecuted complex financial and white-collar crimes including fraud, embezzlement, 
money laundering, tax violations, computer crimes, trademark counterfeiting and identity theft. He also has investigated 
and prosecuted traditional and nontraditional organized crime groups for labor racketeering, complex larceny schemes 
and insurance fraud. 
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STEPHANIE SIMEON 
Heart of the City Neighborhoods                                                                                                   Executive Director 
42 Plymouth Avenue                          716-882-7661 
Buffalo, NY  14201                            s.simeon@hocn.org 
 
Stephanie has the daily challenge of turning dilapidated single and two-family homes into quality, above-grade 
opportunities to first-time home buyers. Originally from Brooklyn, New York, Stephanie came to Buffalo by way of the 
University at Buffalo where she obtained both a B.A. and a Masters of Urban Planning.   Prior to being Executive 
Director, Stephanie spent a few years as the Director of Housing for University Heights C.D.A., Inc. where she 
supervised development and monitored the completion of CHDO, AHP, and AHC projects totaling over $1 million in 
annual program funds.  After a quick yet successful career in community development in the University District, she 
moved on to Heart of the City Neighborhoods, where after 8 months she was promoted as Executive Director.  
Stephanie also serves on the board of directors of Neighborhood Preservation Coalition of NYS, Inc. and the Erie 
County Commission on the Status of Women. 
 
 
 
SUZANNE TOMKINS 
State University of New York at Buffalo School of Law                                                                   Clinical Professor 
613 O'Brian Hall                        716-645-2103 
Buffalo, NY 14260                                                                        tompins@buffalo.edu 
 
Suzanne E. Tomkins is Clinical Professor, Co-Director of Clinical Legal Education, Director of the Program for 
Excellence in Family Law and Co-Founder of the Women, Children, and Social Justice Clinic.  In addition to teaching, 
Professor Tomkins serves as the faculty advisor to the Domestic Violence Task Force, a volunteer student group that 
promotes awareness of domestic violence through presentations and training, provides lay advocacy in family court for 
victims of domestic violence, and offers a legal clinic for battered women in collaboration with Haven House, a local 
shelter, and Volunteer Lawyer's Project.  She has served on numerous state and local committees including the New York 
State Integrated Domestic Violence Court Advisory Committee and the New York State Office of Court Administration 
Family Court Rules and Advisory Committee.  Professor Tomkins also serves as an international consultant on domestic 
violence.  She has presented in Ukraine, Russia and Brazil.  She served on the board of directors of The YWCA of 
Niagara and was instrumental in establishing Carolyn's House, a transitional home for abused women and their children. 
 
 
 
JOOST VLES 
Moog                             Operations Manager 
PO Box 18                        716-652-2000 
East Aurora, NY  14052                      joost.vles@gmail.com 
 
Joost Vles holds a Masters of Business Administration from the University of Buffalo and is a Certified Supply Chain 
Professional (CSCP) from APICS, the Association for Operations Management.  He is currently an Operations Manager, 
in the Aircraft Division, at Moog Inc.  From 1988 to 2007, he was an associate at Luvata (formerly American Brass) in 
Buffalo, New York where he was Director of Operations and Plant Manager from 2004 until he was hired by Moog.  
Previous positions held at Luvata were Director, Customer Service & Inventory Teams, Manager Inside Sales, Manager 
Manufacturing Systems and various leadership positions in IT.  Joost is active in the community, serving on the Boards of 
Directors of Leadership Buffalo, State University of New York at Buffalo’s School of Management Alumni Association, 
APICS (Vice President Buffalo Chapter), and Lancaster Depew Soccer Club (Secretary).  He also teaches courses on 
operations management, scheduling and inventory control systems, teamwork and leadership.   
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