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“What, me worry?”

Association of Certified Fraud Examiners (ACFE)
• The typical organization loses 5% of its revenues to fraud
• It is not unusual for a small business to be bankrupted by a theft conducted by a 

single employee -- their 2012 Report to the Nation on Occupational Fraud and 
Abuse reports that small businesses suffered a "disproportionately large" median 
loss of $147,000.

National White Collar Crime Center
• Employee theft and embezzlement cost businesses and organizations $400 

billion per year.

FBI Financial Crimes Report to the Public 
• Financial crimes account for approximately 30 – 50% of all business failures

The 10-10-80 Rule (often cited by Fraud Examiners)

• 10 percent of people will never steal no matter what, 
• 10 percent of people will steal at any opportunity, and,
• the other 80 percent of employees will go either way depending on how they 

rationalize a particular opportunity. 
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Alfred E. Neuman, 
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United Methodist Claims Examples

1. $457,000 loss – 2009
• Motivation:  greed, lifestyle
• Position:  Business manager
• Age/sex: Female, late 30’s
• Tenure: 5-6 years in position
• Scheme: opened credit cards in church name; falsified financial records
• Scheme Duration: at least 3 years
• How detected: 

• She went on vacation. Banker reported unusual transactions. 
Handwritten financial records.  

• Recovery? Fraudster ordered to repay, at $700/month. Insurance limit was 
$100k. Repayment of church’s loss will take 510 months (or 42.5 years).

• Jail time? No, conditional on repayment
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United Methodist Claims Examples - continued

2. $150,000+ loss – 2008
• Motivation:  unknown
• Position:  Office manager, Treasurer
• Age/sex: Female, mid 40’s
• Tenure: 7-8 years in position
• Scheme: various methods
• Scheme Duration: multiple years
• How detected: 

• Associate pastor had a check bounce.
• Recovery? Fraudster repaid $150k from inheritance.
• Jail time? After a day or two, fraudster was released when payment was 

made.
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United Methodist Claims Examples - continued

3.  $132,000 loss – 2010
• Motivation:  lifestyle
• Position:  Accountant
• Age/sex: Female, early 40’s
• Tenure: 8 years in position
• Scheme: misuse of credit cards and church checks, moved money 

electronically to her own account
• Scheme Duration: 6-8 years
• How detected: 

• Bishop chastised pastor for not making appropriation payments; 
subsequent audit discovered the fraud. 

• Recovery? Garnishment of future wages. Insurance paid $108k.
• Jail time? Brief. 
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United Methodist Claims Examples - continued
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UMC EMBEZZLEMENTS ‐‐REPORTED IN GOOGLE SEARCH
Date of search:  9/24/14
Search Words:  "embezzlement United Methodist Church"

State Church
2011 Church 
Membership

Article 
Date

Age M/F Role in Church Amount
Duration of 
Theft ‐ yrs

Theft Method Other

NC Garber UMC 1242 3/26/09 56 F
Finance 

Administrator
 $      946,000  > 7 years

Using church credit card and 
wrote checks to herself

Used funds to pay for son's rehab, and personal 
expenses. Pled guilty.

VA Chester UMC 1358 3/7/14 39 F Finance Admin  $      760,000  7 1/2 yrs Church credit cards
Stole to pay for personal expenses and fund 

business. Had a criminal history.

FL
FL Conference of 

UMC
N/A 9/9/05 52 F Admin Assistant  $      716,000  UNK

Writing unauth checks to 
herself from insurance claim 

Arrested and charged; no further info

NY UMC of Manlius 211 10/15/13 56 M/F
Former lay 
minister and 

 $      665,000  > 3 years
Unauth. Checks and money 

transfers
His wife was the elected treasurer of the 
church. Osborn had a criminal history of 

AR FUMC of Mena 469 10/19/13 64 F Admin Assistant  $      350,601  > 10 years
Writing unauth checks to 

herself
Federal charge for wire fraud

CA GBGM N/A 11/24/95 UNK M General Controller  $      350,000  > 2 years Unauth. Wire transfers
Stole money from GBGM; was hired by Cal‐Pac 

at the time the theft was discovered

CA Corona UMC 266 8/7/13 48 F Treasurer  $      200,000  > 4 years
Writing unauth checks to 

herself
Pled guilty

OK FUMC of Stillwater 2177 1/9/14 43 F Finance manager  $      141,016 
> 3 years: 2009‐

12
Writing unauth checks to 

herself
Eckhart used funds to pay mortgage, improve 

properties and buy goods

IN Union Chapel UMC 471 5/29/13 42 F
Administrator / 
Accountant

 $      130,000  > 9 years Using church credit card For personal expenses

MS
Broadmeadow 

UMC
609 12/11/12 UNK F UNK  $         80,000  > 2 years

Writing unauth checks to 
herself

UNK

TN
Tuckaleechee 

UMC
239 8/28/14 61 F Treasurer  $         60,000  > 6 years no info Miller pled guilty. Sentencing on 10/20/14

PA
Mt Holly Springs 

UMC
244 5/18/10 51 F Church Secretary  $         60,000  > 7 years

Stole funds from church's 
emergency fund for the 

Pled guilty

MI
FUMC of Battle 

Creek
256 8/19/11 36 F UNK  $         44,000  > 2 years UNK ‐ revealed by audit

Made full restitution ‐ motivated by financial 
difficulties

WA Bethhany UMC 51 3/9/13 55 F
Volunteer 
treasurer

 $         35,116  > 4 years
Writing unauth checks to 

herself
Arraigned in 2013 ‐ no update

MI Temple UMC N/L 8/20/09 54 M Treasurer  $         27,000  1 yr: 2008
Writing unauth checks to 

himself
Made full restitution ‐ theft motivated by 

financial difficulties

MO
Christ's 

Community UMC
1152 2/3/12 51 F Day Camp director  $         12,000  no info no info Convicted

16
676

82%
Finance roles; 
access to funds

 $      286,046    Over 5 years 
Unauth checks and wire 

transfers



Fraud Triangle Theory

Some experts believe that some 
forms of these 3 elements are 
more prevalent in churches:

• Many pastors and office staff 
work long hours for less than 
market wages, while mingling 
with wealthy church members. 

• Churches tend to be small 
organizations, and ACFE reports 
fraud occurs most often to 
smaller entities. Also, churches 
may not hire financial experts or 
have strong internal controls, 
relying on trust as an internal 
control!

• Fraud (80-95% of the time) goes 
unreported. So the perceived 
risk of getting caught to those 
who perpetrate the fraud is less.
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Source: Donald Cressey



“Enablers” of Fraud in the Church
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Trust is not an effective internal control; 
only those you trust can steal from you!  

1. No surprise audits / financial and bank account reviews
2. No required vacations of staff
3. No criminal background or credit checks of staff
4. Same person deposits and records bank deposits
5. No “term limits” for financial volunteers (accountant, counters, etc.)
6. No financial expert on Board of Trustees
7. Same person writes checks, deposits cash receipts and reconciles bank 

accounts
8. Related persons on Board of Trustees, or familial relationships with 

financial staff
9. References are not checked when employees are hired

In a survey of 132 churches of various sizes and denominations, 13.2% reported a 
fraud within the last 5 years. Due to under-reporting issues, the actual frequency is 
believed to be materially higher.  Fraud Magazine, Jan/Feb 2012.



Most Common Fraud Schemes

In order of frequency:
1. Forging checks payable to cash, to oneself or to personal vendors

2. Pocketing cash receipts (from collection plate or cash payments from 
church members)

3. Issuing extra paychecks through payroll to oneself by a fictitious employee

4. Submitting fraudulent expense reports for reimbursement

5. Submitting fraudulent invoices from phony or legitimate vendors

6. Abusing church credit cards for personal use

7. Electronic transfers of church funds to personal accounts/vendors

8. Pilfering church equipment and/or inventory

Source: Marquet International Ltd., Vanquishing the Scourge of Church Embezzlement, July 2011

10



Profile of Fraudsters
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SOURCE Age M/F Role
Avg 

Amount 
Duration of 
Theft ‐ (yrs) Theft Method

Detection 
Method Recovery Other

ACFE ‐ 
INTERNATIONAL ‐‐      
100 Countries ‐ 2014 

Report

50% 
between 
36 and 50

Men 54%, 
Women 
46%

77% ‐ 
Finance/Acctg

 $   145,000  1.5 N/A
Tips ‐ over 

40%

58% ‐‐ no 
recovery at 
all; only 
14% full 

92% ‐ at least one 
red flag; 64% ‐ 2 

flags

Marquet Int'l ‐  All 
Industries              

US CLAIMS > $100K 

Age 44 
when 
started

Men 39%, 
Women 
61%

68% ‐ 
Finance/Acctg

(all over 
$100k)

4.7
Forgery/company 
chks (35%);  Theft 
of cash (21%)

N/A N/A
Most acted alone 
(85%);     5% had a 
criminal history

Marquet Int'l ‐  
CHURCH 

EMBEZZLEMENTS 

Age 51 
when 
started

N/A
90% ‐ 

Finance/Acctg
 $      84,000  7 N/A N/A

little or 
none

Most claims go 
unreported and 

unprosecuted; 20% 
had criminal history

UMC Google Data ‐ 16 
UMC Cases

Age 51 
when 
started

Men 20%, 
Women 
80%

71% ‐ 
Finance/Acctg

 $   280,000  5
Writing unauth 
checks to self

N/A N/A
Size of church is not 
correlated to size 

of loss



Warning Signs / Red Flags
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At least one red flag was exhibited in 92% of all cases; 62% of the cases 
had two or more red flags:

Behavioral Red Flag % of Cases

Living beyond their means 43.8%
Financial difficulties 33.0%

Unusually close relationships with vendor/customer 21.8%
Control issues ‐‐ unwillingness to share duties 21.1%

"Wheeler/Dealer" attitude 18.4%
Divorce/Family problems 16.8%

Irritability, Suspiciousness, Defensiveness 15.0%
Addiction problems 11.6%

Complained about inadequate pay 9.4%
Past employment‐related problems 8.9%

Refusal to take vacations 8.6%
Excessive pressure from the organization 8.4%

Social isolation 7.4%
Complained about lack of authority 6.5%

Excessive Family/Peer pressure for success 6.0%
Instability in life circumstances 5.9%

Past legal problems 5.6%

Source: ACFE 2014 Report to the Nations; 1483 cases of fraud in more than 100 countries.



Detection / Recovery?

Detection of Frauds:
• External Audits – the best method?

• According to ACFE, audits were not the best primary method of detecting fraud 
– only 3% of the time did they initially detect the fraud, since audits are not 
geared toward fraud detection. Audits are often used when other “red flags” 
appear to search for fraud, and they serve as a strong deterrent against fraud.  

• Tips were consistently the best detection source – over 40% of the time.  
• Employees accounted for almost half of all tips that led to fraud discovery. 
• 59% of churches have no way to report suspected financial crimes (source: 

Weeds in the Garden – pskcpa.com).

Recovery of Loss:
58% of the time – no recovery at all
12% of the time – 1-25% recovery

8% of the time – 26-50% recovery

SO 70% OF THE TIME, 25% OR LESS OF THE LOSS IS RECOVERED !
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Immediate Steps to Take – Loss Prevention
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1. Conduct criminal background and credit checks for all personnel with access to 
financial records and/or cash and securities. Look for “red flags”.

2. Establish, publish and require employees to read/sign financial policy.
3. Conduct regular (and spot) financial reviews/audits of books and records, bank 

accounts and credit cards by financial “experts”.
4. Limit the number of bank accounts and credit cards each church uses, and the 

number of people who are authorized to sign checks and use credit cards. Checks 
over a stipulated amount should require two signatures.

5. Church checks should be pre-numbered; do not pre-sign by a signature stamp.
6. Split (segregate) duties – the person opening the mail should not be the one 

depositing cash and checks. The person who writes checks should not reconcile the 
bank statement.

7. Rule of “twos” – at least two people (non-family) should collect and count the 
offering, and two people should carry the offering to the collection location.

8. Rotate counting teams. Checks should be stamped “For Deposit Only”
immediately upon receipt, and deposited at the bank promptly.

9. Financial records should be reviewed monthly with church leadership.
10. Large churches should have annual external audits (not reviews or compilations, 

but AUDITS, which test internal controls). Smaller churches should have external 
financial reviews periodically. Multiple “red flags” may warrant a small church audit.



What Kinds of Insurance Coverage is Available?
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Typically a crime policy includes many of these coverages, with 
separate limits applying to each:

1. Employee theft – from theft or forgery from an employee
2. Premises coverage – covers loss on the church property or bank
3. In Transit – covers loss while driving to the bank or at the employee’s home 
4. Forgery – for fictitious payees, payroll theft
5. Computer Fraud – unlawful taking of money, securities or property by 

computer
6. Funds Transfer – when a third party electronically acts in the church’s name to 

obtain funds from the church’s account
7. Money Orders and Counterfeit Currency -- acceptance by the church of 

fraudulent money orders or currency
8. Credit Card Fraud – forgery by an employee of use of church’s credit card
9. Client Coverage -- an employee of the church commits theft or forgery of a 

client’s money, securities or property (such as a bank account) 
10. Expense Coverage – pays for investigative expenses for the coverages above, 

and for computer violation expenses.



Insurance Coverage – Key points
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1. Crime coverage often applies on a discovery basis. 
• The coverage and limits in effect at the time the claim is discovered applies. 

So if a claim goes undetected for 5 years and is discovered in year 6, the 
crime coverage and limits in place in year 6 applies – no stacking of limits!

2. Be sure the definition of Employee in your policy includes:
• Full-time salaried employees, part-time, seasonal, leased or temp, volunteers, 

Executive, fiduciary, trustee or administrator

3. Note that common Crime exclusions include:
• Any loss caused by an employee AFTER an Executive becomes aware of a 

theft or forgery while employed. So you must report the initial claim for 
coverage, but if you keep that fraudster employed and they commit 
another act, NO COVERAGE!

• Any loss caused by an employee AFTER an Executive becomes aware of a 
theft or forgery over $25,000 (or some other amount) which was committed 
PRIOR to being employed with the church. So if you become aware of a 
material prior fraud committed by an employee, NO COVERAGE! Don’t hire 
them!



Q&A

Questions? 

Thank you!

Charles D. Hamilton, CPA, CPCU
President
United Methodist Insurance
615-369-2398
chamilton@umins.org

uminsure.org
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CHARLES D. HAMILTON, CPA, CGMA, CPCU, ARM
President, United Methodist Insurance 

Chuck Hamilton joined United Methodist Insurance in March 2013 as President. He has served 
in the insurance sector for more than 30 years in a wide range of roles, including commercial 
insurance underwriter, risk management consultant, as well as CFO of insurance brokers and 
insurance companies. 

Chuck has been a licensed CPA for over 25 years, and has discovered several frauds and 
embezzlement schemes, and uncovered and corrected a number of high potential fraud risks 
for both large and small organizations.

Prior to joining UMI, Chuck served as CFO for Willis North America, the largest subsidiary of 
the world’s third largest insurance broker, for most of his career.

Chuck is a Certified Public Accountant (CPA), a Chartered Global Management Accountant 
(CGMA), and earned the Chartered Property Casualty Underwriter (CPCU) and Associate in 
Risk Management (ARM) designations. He has a Bachelor of Science from the University of 
Wisconsin-La Crosse and a Master of Business Administration (MBA) degree from Cornell 
University.
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