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WHY CHANGE IS CRITICAL?

FRAUD RISK AND CORRUPTION RISK RESILIENCE

. Board effort
. Audit Committee effort
. Management effort

. Internal Audit effort

. Risk Managers effort

(All Fragmented, Duplicative, Therefore Costly)

From:

Fraud and Corruption Risk Assessment and Fraud Auditing
Author: Peter Goss

Publisher: Goss Forensic Publications (Pty) Ltd
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PLATFORM

Platform for Value and Importance of Fraud Risk Assessment

Concerns of regulators, law
enforcers and surveys

Construction
cartels — Institutional/Co

Price fixing porate
Irresponsibility

Business leaders colluding
to make profits
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PLATFORM

Tl Global Corruption Barometer 2013, 114 000 responses, 107 countries

* 54% believe their countries captured

Largely or entirely by a few big entities acting in their self
interest
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PLATFORM/STANDARDS

. United Nations Global Compact (UNGC)

. Transparency International (Tl)

. World Economic Forum (WEF)

. Partnering Against Corruption Initiative (WEF - PACI)

. International Chamber of Commerce (ICC)

. United Nations Convention Against Corruption (UNCAC)

. African Union Convention Against Corruption (AUCAC)

. SADC Protocol Against Corruption (SADC PAC)

“Good Business is Clean Business
UNGC”
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STANDARDS

. Significant global development
J COS0 2013 Framework for Risk Assessment and Internal
Control

J Effective December 2014

. Seventeen principles for risk management and internal control

“Principle 8 — The organization considers the potential
for fraud in assessing risks to the achievement of
objectives.”
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IIA STANDARDS

IIA STANDARD 1200: PROFICIENCY AND DUE PROFESSIONAL CARE
1210.A2 — Sufficient Knowledge To Evaluate Fraud Risk and Its Management

IIA STANDARD 1220: DUE PROFESSIONAL CARE AND IIA STANDARD 2210:

ENGAGEMENT OBIJECTIVES
1220.A1 — Consider The Probability Of Significant Errors, Fraud And Non-compliance
* 2210.A2 — Consider The Probability Of Significant Errors, Fraud And Non-compliance
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IIA STANDARDS

IIA STANDARD 2120: RISK MANAGEMENT

*  2120.A2 — evaluate potential for fraud and how organisation manages fraud risk

IIA STANDARD 2060: REPORTING TO SENIOR MANAGEMENT AND THE BOARD

*  Report to senior management and board on significant risk and controls exposures,
including fraud risks and governance issues
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EXTERNAL AUDIT (ISA)

INTERNATIONAL STANDARD ON AUDITING (ISA)

ISA 315: “Understanding the Entity and its Environment and Assessing the Risks of Material Misstatement”

. ISA 330: “The Auditor’s Procedures in Response to Assessed Risks”.

ISA 240 - Auditors to consider the risk of fraudulent financial misstatement during the course of their statutory audits

(Establishes standards/guidance on the auditor’s responsibility to consider fraud
when auditing financial statements of an organisation)
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EXTERNAL AUDIT (ISA)

From ISA: FOCUS — TWO TYPES OF FRAUD:

. These are material misstatements that are caused by misappropriation of assets
. Misstatements arising from fraudulent financial reporting
. Board-level leadership and management

0 who are responsible for governance and management of the organisation

0 accountable for understanding the risk, and prevention and detection of fraud and corruption
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THE TASK
Identifying Fraud Risk

IDENTIFYING FRAUD RISK

. Research and define fraudorruption, asset
misappropriation, fraudulent financial misstatement

. Understand/identify types of fraud

. Understand/identify fraud risk stimuli
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THE TASK
Identifying Fraud Risk

IDENTIFYING FRAUD RISK

. Understand/identify characteristics of fraudster

. Understand/identify prevalence

. Understand/identify key account balances
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THE TASK

Evaluate Fraud Risk

EVALUATE FRAUD RISK

. Assess inherent - likelihood and significance
. Key control assessment
. Assessing residual
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THE TASK

Fraud Risk Response

FRAUD RISK RESPONSE

. Assess/review anti-fraud controls
. Assess/review anti-fraud programme
U Assess/review steps to prevent, detect, remediate fraud
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FRAUD AUDITING

Fraud risk response:
Particular assessment/review for common types of fraud

*  Misappropriation of assets, including Intellectual Property;
* Information theft

*  Conflict of interest, Related Parties

* Vendor, supplier or procurement fraud

*  Regulatory or compliance breach

*  Corruption and bribery
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FRAUD AUDITING

Fraud risk response:
Particular assessment/review of where fraud takes place

* Accounting

* Sales

*  Executive/upper management
*  Customer services

*  Purchasing

* Finance

*  Specific Operations
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FRAUD AUDITING (CTD)

Fraud Risk Governance

Assess/review Board and
Audit Committee engagement

Assess/review

accountability Assess/review

mechanisms channels/approac
h to
escalate/remediat]
e matters

Assess/review Board and
Senior Management’s anti-
fraud controls and response
to limit the risk of Fraudulent
Financial Misstatement
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WHEN ALL ELSE FAILS
THE FORENSIC INVESTIGATION PROCESS:

Step 1: Receiving and responding to allegations

Step 2: Groundwork and planning

Step 3: Interviewing

Step 4: Collecting, handling and reviewing documentation

Step 5: Resolution and litigation support

Step 6: Project file Administration

The Forensic Investigation Process:
Step-by-step guide for conducting investigations
Author: Peter Goss

Publisher: Goss Forensic Publications (Pty) Ltd
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RECEIVING & RESPONDING TO ALLEGATIONS

Ground
work &
Planning

Interviewing

Collecting
Handling
examining

Evidence
Reporting
Resolution

Liti gation The Forensic Investigation Process:
Step-by-step guide for conducting investigations

Author: Peter Goss

Publisher: Goss Forensic Publications (Pty) Ltd

S
SizweNtsalubaGobodo @
21 FRAUD AND CORRUPTION RISK GOVERNANCE AND FRAUD AUDITING \ rl"l"ci ALDIT+ AOVISORY FORENSICE




Sizwe v\
Ntsaluba ()
Gobodo (4)

AUDIT+ADVISORY *FORENSICS OPPORTUNITY. EXCEEDED.

\
S 3

v

P
// \
: ‘% \\

INDABA AFRICA



