Fraud Uncovered: Five Case Studies in Hotels and Restaurants

Juliette Gust

Co-Founder & President, Ethics Suite
Introduction

The hospitality industry, with its diverse revenue streams, high volume of transactions, and reliance
on both cash and credit, is particularly vulnerable to fraud. From misappropriation of assets to billing
scams, fraudulent activity in this sector can lead to significant financial losses, reputational damage,
and erosion of trust. To mitigate these risks, studying real-life fraud cases provides valuable insights
into identifying warning signs, strengthening internal controls, and developing proactive prevention
strategies. This paper highlights the importance of analyzing past fraud cases, outlines key factors to

assess, and explores methods to prevent similar occurrences in the future.
Learning from History

A study of past fraud cases helps identify patterns, vulnerabilities, and weaknesses that allowed
fraudulent activities to occur. Understanding how fraudsters exploit gaps in processes or manipulate
internal controls equips organizations with the knowledge to close these loopholes. Additionally,
studying real-life cases provides context for recognizing red flags and fostering a culture of fraud

awareness within the organization. Key benefits include:

e |dentifying weaknesses such as control deficiencies that can be addressed through policy
changes and technology upgrades.

¢ Understanding how employees, vendors, or guests engage in fraudulent behavior helps
identify similar risks early.

e FEvaluating how companies responded to fraud incidents highlights gaps in crisis

management and recovery processes.
Preventing Future Fraud

To safeguard against similar frauds, hospitality organizations must take a proactive and layered
approach to fraud prevention. Effective strategies include strengthening internal controls, enforcing
segregation of duties to ensure that no single employee has control over multiple aspects of high-
risk processes, implementing routine audits, surprise checks, and data analytics to identify

anomalies, using automated systems to monitor transactions, inventory, and guest accounts in real



time, enhancing oversight and accountability, and establishing a culture of transparency and ethical

behavior.

This ethical culture must require a strong “Tone at the Top”, regular management review of financial
reports and vendor relationships, whistleblower hotlines and encouragement of employees to report

suspicious behavior without fear of retaliation.
Conclusion

By studying real-life fraud cases in the hospitality industry, organizations gain valuable insights into
vulnerabilities and best practices for prevention. A proactive approach that combines robust internal
controls, vigilant management oversight, continuous training, and advanced technology can
significantly reduce the risk of fraud. Through ongoing vigilance and adaptation, the hospitality

industry can safeguard its assets, reputation, and customer trust.



