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Construction Fraud Schemes: Knowing Where to Look When 
Fraud is Suspected!

• Gain insight on the latest report to the nations on 
occupational fraud and abuse

• Learn about construction fraud schemes in the areas of asset 
misappropriation and corruption

• Hear about actual construction frauds and their subsequent 
investigations and results

• Expand your audit universe to include construction fraud 
schemes in your next risk assessment

• VP of Revenew’s Performance Improvement Practice
• More than 30 years experience managing and auditing 

construction projects and client operations around the world
• Certified as an Internal Auditor (CIA), Risk Management 

Assurance (CRMA), Construction Auditor (CCA), Construction 
Controls (CCP), Project Management Professional (PMP), 
Professional EH&S Auditor (CPEA)



Our Agenda Today
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• Report to the Nations - 2020 Global Study 
on Occupational Fraud and Abuse

The Report

• Asset Misappropriation Schemes

• Corruption Schemes

• Financial Statement Fraud Schemes

The Schemes

• Billing/Payroll Schemes

• Expense Reimbursement Schemes 

• Bribery/Kickback Schemes

The Cases



Report to the Nations - 2020 Global Study on 
Occupational Fraud and Abuse
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 

Organizations lose 5% of revenue to fraud each year
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Median loss per case was $125,000
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Average loss per case was $1,509,000
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Typical fraud case lasts 14 months before detection
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Typical fraud case causes loss of $8,300 per month
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Asset misappropriation schemes are the most common and least 
costly, comprising 86% of the cases (with a median loss of $100,000)
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Financial Statement Fraud Schemes are the least common and 
most costly, comprising 10% of the cases ($954,000 median loss)
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



43% of schemes were detected by a tip and half of those tips 
came from employees
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Telephone Hotline and Email were each used by whistleblowers in 
33% of the cases
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



A lack of internal controls contributed to nearly 1/3 of frauds
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Men committed 72% of all occupational fraud, and also caused 
larger losses than women
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



How is fraud typically discovered?

1. Internal Audit
2. Tip
3. External Audit
4. Management

Polling Question #1
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Occupational Fraud Schemes
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Asset Misappropriation Schemes

• Skimming

• Cash Larceny

Schemes Involving Theft of Cash Receipts

Schemes Involving Theft of Cash on Hand

• Billing

• Payroll

• Expense Reimbursement

• Check and Payment 
Tampering

• Register Disbursements

Schemes Involving Fraudulent Disbursements of Cash

• Misuse

• Larceny

Schemes Involving Inventory and All Other Assets
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Corruption Schemes

• Purchasing

• Sales

Schemes Involving Conflicts of Interest

• Invoice Kickbacks

• Bid Rigging

Schemes Involving Bribery

Schemes Involving Illegal Gratuities

Schemes Involving Economic Extortion
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Financial Statement Fraud Schemes

• Timing Differences

• Fictitious Revenues

• Concealed Liabilities and Expenses

• Improper Asset Valuations

• Improper Disclosures

Schemes Involving Net Worth / Net Income 
Overstatements

• Timing Differences

• Understated Revenues

• Overstated Liabilities and Expenses

• Improper Asset Valuations

• Improper Disclosures

Schemes Involving Net Worth / Net Income 
Understatements
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Source: Report to the Nations - 2020 Global 
Study on Occupational Fraud and Abuse 



Which is not an Asset Misappropriation Scheme?

1. Schemes Involving Theft of Cash Receipts
2. Schemes Involving Bribery
3. Schemes Involving Fraudulent Disbursements of Cash
4. Schemes Involving Inventory and All Other Assets

Polling Question #2
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Construction Fraud Schemes
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Video
http://www.youtube.com/watch?v=YlVDGmjz7eM
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Schemes Involving Construction
Asset Misappropriation Schemes Involving Construction (Owner)

• Billing Schemes

• Employee creates a shell company and bills employer for 
construction services not actually rendered

• Employee purchases personal items and submits an invoice 
to employer for payment related to construction project

• Payroll Schemes

• Non-Exempt Employee claims overtime for hours not 
worked on a construction project

• Expense Reimbursement Schemes

• Employee files fraudulent expense report, claiming personal 
travel, nonexistent meals, etc. were part of construction 
project costs

• Check and Payment Tampering Schemes

• Employee steals an outgoing check to a contractor and 
deposits it into his or her own bank account
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Schemes Involving Construction (Contd.)
Asset Misappropriation Schemes Involving Construction (Contractor)

• Billing Schemes

• Contractor creates a shell company and bills Owner for 
construction services not actually rendered

• Contractor purchases personal items and submits an invoice 
to Owner for payment related to construction project

• Payroll Schemes

• Contractor claims overtime for hours not worked on a 
construction project

• Contractor keeps termed employees and/or adds ghost 
employees to the payroll on a construction project

• Expense Reimbursement Schemes

• Contractor files fraudulent expense report, claiming personal 
travel, nonexistent meals, etc. were part of construction 
project costs

• Check and Payment Tampering Schemes

• Contractor employee steals an incoming check to a 
contractor and deposits it into his or her own bank account
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Schemes Involving Construction (Contd.)
Corruption Schemes Involving Construction (Owner)

• Conflicts of Interest

• Employee purchases construction services, equipment 
and/or materials from a contractor in which he or she has an 
undisclosed personal economic interest

• Bribery

• Employee fraudulently assists a contractor (bid rigging) in 
winning a construction project through the competitive 
bidding process

• Economic Extortion

• Employee demands an economic incentive as a condition of 
awarding a construction project
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Schemes Involving Construction (Contd.)
Corruption Schemes Involving Construction (Contractor)

• Conflicts of Interest

• Contractor purchases construction services, equipment 
and/or materials from vendor or supplier in which he or she 
has an undisclosed personal economic interest

• Contractor sells construction services, equipment and 
materials to an organization in which he or she has an 
undisclosed personal economic interest

• Bribery

• Contractor makes undisclosed payments (kickbacks) to 
employees of the Owner to enlist the corrupt employee in an 
over-billing scheme.  Sometimes contractors pay kickbacks 
simply to get extra construction work from the Owner

• Contractor fraudulently assists a subcontractor (bid rigging) 
in winning a construction project through the competitive 
bidding process

• Illegal Gratuities

• Contractor provides illegal gratuities to employees of the 
Owner in order to win a construction project
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Who can be involved with construction fraud?

1. Construction Owner
2. Construction Contractor
3. Construction Supplier
4. All the Above

Polling Question #3
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Construction Fraud Cases
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Asset Misappropriation Schemes
Billing, Payroll, Expense Reimbursement Schemes

• For a ten year period, Bovis Lend Lease falsified billing, 
certified payrolls, and other documents submitted to 
agencies for public works contracts

• Labor Foremen billed for hours not worked

• 1-2 hours of un-worked OT per day

• Sick days, major holidays and 1-2 weeks vacation per 
year

• Extra lump sum and stipend payments
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Source: FBI New York Field Office Press 
Release April 24, 2012



Asset Misappropriation Schemes
Billing, Payroll, Expense Reimbursement Schemes - Continued

• Bovis Lend Lease falsely represented in proposals and 
other documents that MBE firm would perform 100% of the 
general conditions work

• For 8 years, the firm completed and submitted monthly 
compliance reports confirming that the MBE performed 
general conditions union labor work

• Firm performed the work by directly managing the union 
labor that was supposed to be employed and supervised by 
MBE

• Firm placed long-term union employees on MBE payroll

• Firm hired union labor that was placed on MBE payroll, 
supervised and directed union workers itself
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Results!

• $56 million in 
fines and 
restitution to 
avoid criminal 
charges

• Former Bovis
Lend Lease 
executive  
sentenced to 
probation, 
$175k fine 
and 750 
hours of 
community 
service

Source: FBI New York Field Office Press 
Release April 24, 2012
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Corruption Schemes
Bribery/Kickback Schemes

• Unit Price Contractor for school district submitted, which was 
approved by an Assistant Athletic Director, fraudulent 
statements of work, purchase orders, applications and 
certifications for payment and receipt of checks

• $25K NTE for unit price work (initially $10K)

• Assistant Athletic Director was experiencing financial problems 
meeting his credit card debts

• Assistant Athletic Director needed work and agreed to an 
amount of money to falsely add to and inflate the statements of 
work, POs and invoices

• For a five year period, approximately $24M of invoices and 
applications and certifications for payment were paid by school 
district
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• Maintenance 
Director was 
charged with 
knowingly 
failing to 
report $2M in 
income

• Scheme 
resulted in a 
loss of approx. 
$10M

• Jail time plus 
$350,000 in 
fines and 
restitution

Corruption Schemes
Bribery/Kickback Schemes - Continued

• Assistant Athletic Director promoted to Maintenance Director

• Unit Price Contractor continued to submit and get approved 
fraudulent statements of work, POs and invoices for false, 
fictitious and fraudulent amounts

• On some occasions, POs were issued and applications and 
certifications for payment paid where no work was performed at 
all

• Payments were split 50/50

• False invoices were submitted in amounts close to $24,990 
each

Results!

Slide 
No. 36



Slide 
No. 37



Corruption Schemes
Bribery/Kickback Schemes/Illegal Gratuities

• A former Vice President at Turner Construction admitted 
evading taxes on $1.5 million in bribes

• The former Turner executive was accused of taking bribes from 
subcontractors in return for work on projects at Bloomberg’s 
HQs

• He was one of more than a dozen executives at Bloomberg 
L.P., Turner Construction and their subcontracting companies, 
that were implicated in the scandal

• Charges against two construction managers are pending

• Collectively, the men were accused of evading taxes between 
2010 and 2017 on about $5.1 million in bribes, which went 
beyond cash payments and into work on their personal homes, 
Superbowl tickets, and $75,000 to pay for a wedding and 
honeymoon

• In July 2018, former Bloomberg Facilities Manager pleaded 
guilty to taking bribes and stealing more than $1 million from the 
company by overcharging for interior work
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• Ex VP facing up 
to 5 years in 
prison for 
evading taxes 
on $1.5M in 
kickbacks.

• Co-conspirator 
sentenced to 2 
years in prison 
for evading 
taxes on 
$420,000 in 
bribes. 

Results!

Source: New York Real Estate News
July 30, 2020
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• Billing Schemes

• Payroll Schemes

• Expense Reimbursement 
Schemes

• Bribery

Asset Misappropriation/Corruption 
Billing/Payroll/Expense Reimbursement/Bribery/Kickback Schemes



Wrap Up

• Report to the Nations - 2020 Global Study 
on Occupational Fraud and Abuse

The Report

• Asset Misappropriation Schemes

• Corruption Schemes

• Financial Statement Fraud Schemes

The Schemes

• Billing/Payroll Schemes

• Expense Reimbursement Schemes 

• Bribery/Kickback Schemes

The Cases
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Q & A
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Thank You!

Paul Pettit, MBA, MS, CIA, CRMA, CCA, 
CCP, PMP, CPEA
VP, Performance Improvement
Revenew International
Houston, Texas
+1.713.302.4202
ppettit@revenew.com
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