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- Protecting people, the environment and equipment is our highest priority

« Teamwork produces good communication, employee ownership and empowerment

« Success depends on continuous quality improvement in people, processes and products

« In creating an environment where our people enjoy coming to work

« In the well-being of communities in the State of Qatar

« In respecting each other and our differences

www.qchem.com.qa

+(974) 4847111,

Fax: +(974) 4837379 Salam Tower, First Floor, P.O.Box 24646, Doha-Qatar
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Monitoring Fraud and corruption

Introduction:

War against fraud is the most complex and
difficult war in this world. It is the longest
war that you can not win it but you have to
monitor it because it deals with the human
nature. It addresses every fraud perpetrators
believes, the way he/she brought up and
how much he/she has been influenced by
the culture and the environment around
him/her. It is a common war that its impact
touches every country, organization, both in
the public and private sectors, and individu-
als within these organizations. The most ef-
fective weapon for such war are individuals’
believes, culture and rules of conduct.

Due to fraud far reaching impact, the tone
for monitoring fraud starts from the top of
the hierarchy down to every individual. Pro-
fessional framework for monitoring fraud
involves several aspects:

- Legislative/regulatory.
- Professional.
- Legal.

Definition:

Fraud and corruption have negatively im-
pacted organizations in various aspects,
including financial, reputation, and social.
Both fraud and corruption are characterized
by intentional deception or misrepresenta-
tion.

Australian Auditing Standard AUS 210, (2004)
defines fraud as “an intentional act by one or
moreindividualsamong management, those
charged with governance, employees, or
third parties, involving the use of deception
to obtain an unjust or illegal advantage'
(AUS 210, para. .06).

AUS 210 continues by stating that there
are two types of intentional misstatements
relevant to the auditor. Firstly, there are
misstatements that result from fraudulent
financial reporting and secondly, there
are  misstatements that result from
misappropriation of assets.

However, the opportunity is the key to the
perpetrator to commit fraud and corruption.
Also, it is the focal issue for formulating fraud
and corruption monitoring program. Op-
portunity represents the ability to commit

"

fraud and corruption that not be detected.
Opportunity is created by:

- Weak internal control systems.

- Poor management.

- Lack of Board of Directors supervision.

- Use of ones position and authority to
override controls.

- Inadequate procedures to detect fraud-
ulent activities.

Fraud can be committed by an employee
at any level within an organization, as well
as by those outside the organization. Fraud
takes various forms such as:

- Stealing and adjusting the records in
case of cash, supplies, inventory, equip-
ment and information.

- Stealing cash before it is recorded in the
books.

- Paying for goods and services not re-
ceived and paying higher prices for the
goods and services.

- Overstating assets or revenues or under-
stating liabilities and expenses on the
financial statements.

- Giving and receiving bribes.

- Undisclosed personal economic interest
in a transaction that has negative impact
on the organization.

- Reporting false information to reduce
taxes.

Monitoring Fraud:

The Professional Framework for fraud pro-
vides the basis and guidance for monitoring
fraud. It defines clearly the roles and respon-
sibilities of all the parties involved in fighting
fraud. It mandates that management should
maintain adequate internal control systems
that deter and discover illegal transactions.
Internal auditors can assist management by
reviewing and evaluating the adequacy of
these control systems. Furthermore, boards
of directors play an important role in super-
vising fraud. Moreover, audit committee is
considered as an independent eyes and ears
of investors and stakeholders and it:

- Evaluates management’s identification
of fraud risk, and implementation of

]
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antifraud measures.

« Supports internal auditing.

- Oversees senor management compli-
ance with appropriate financial report-
ing.

- Prevents senior management's override
of controls.

An effective monitoring program for fraud
includes, among other things, the following:

- Company ethics policy which represents
the tone from senior management.
« Fraud awareness that ensures under-
standing the nature, causes and charac-
teristics of fraud.
Fraud risk assessment that ensures eval-
uating the various types of fraud.
Ongoing reviews that are conducted by
an internal audit activity that considers
fraud risk in every audit.
Prevention and detection that represent
efforts taken to reduce opportunities for
fraud and corruption to occur and per-
suading individuals not to commit fraud
and corruption because of the likelihood
of detection and punishment.
Investigation and persecution that rep-
resent the procedures and resources to
fully investigate and report a suspected
fraud and corruption event for prosecu-
tion.
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