Ways to Spot
Accounting Irregularities

1. Understanding the

Nature of Accounting
Irregularities

Accounting irregularities occur when
financial records deviate from accepted
accounting standards. These deviations
might result from accidental errors: typos,
missed entries, or misclassifications. On
the other hand, financial discrepancies

could stem from deliberate actions

intended to manipulate the books.

2. Common Signs of
Mistakes vs. Signs of Fraud

Accounting mistakes often happen due to

insufficient training, poor documentation,

or rushed reporting. These errors typically

don't follow a specific pattern and are
usually isolated incidents. Fraud tends to
involve a pattern or a motive. You might
notice inflated revenue figures, expenses
that don't match receipts, or consistent

rounding that always benefits a

particular department.

3.Key Red Flags That Could
Point to Fraud

While no single red flag is definitive,
multiple warning signs increase the
likelihood that you're dealing with fraud
rather than error. Here are a few to watch
out for: unusual end-of-period
adjustments, missing documentation, and
reluctance to share information.

4. Investigate Accounting
Irregularities Without
Jumping to Conclusions

When you spot something that doesn't
add up, your next step is a calm,
methodical investigation. Start by
retracing the transaction history,
comparing entries with supporting
documentation, and checking for
patterns. Address mistakes with the

individual involved, review their workflow,

and determine whether additional
training or oversight is needed.

5. Examine Intent and

Consistency

Intent and consistency can help
distinguish between a mistake and
manipulation. Mistakes, like misreporting
future contracts as current income, can

often be corrected with training and
process adjustments. But when patterns—
such as fabricated refunds disguised as
expenses—point to intentional deception,

it signals fraud and demands swift action.

6. The Cost of Ighoring
Irregularities

One of the biggest mistakes you can

make is ignoring signs of irregularities,
hoping they'll resolve themselves. Even
honest mistakes can compound if left
unchecked. Incorrect data leads to bad

decisions. In cases of fraud, the stakes are

even higher. Financial misstatements can

lead to lawsuits and loss of investor trust.

7. A Call to Investigate and
Improve

Accounting irregularities need your full

attention, whether it's a simple mistake or
deliberate fraud. By learning to identify
red flags, investigate responsibly, and
strengthen your internal processes,

you can protect your business from
financial risk and build a stronger

foundation for growth.

8. Utilize Business
Accountancy Services

Need help keeping up with your

bookkeeping? As a business owner, you
wear many hats and are super busy.
There's no shame in asking for help with
your bookkeeping and other accounting

needs. An expert business accountancy
service can help you make sense of

discrepancies and give you a game plan

for improving your internal controls.

4
Presented by: ..:: Image Source:
o9 s,
TrustBGW.com e o pexels.com
'..o.‘.. ..‘

Balance.Growth.Wisdom. ‘s e




