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ANTI FRAUD MANAgEMENT PROgRAMMES
Evren SEZER
DRT Bağımsız Denetim ve SMMM A.Ş.
Corporate governance with its broad and simple definition is the system by which companies are directed and controlled. It represents the tone of the management and stakeholders.This includes view point of
fraud as well. Risk of fraud is evaluated as part of entitiy level controls. In order for an organization’s
fraud risk management program to be effective, it is important that roles and responsibilities with respect
to fraud risk management is set and documented for personnel at all levels of the organization. Board of
directors, audit committee and management have oversight responsibility for fraud risk management in
the organization. They should understand fraud risks, oversee the fraud risk assessment and the internal
controls established by management. Personnel should have a basic understanding of fraud, understand
their roles regarding internal controls, understand policies and procedures, report suspicions and cooperate in investigations. Internal audit function should provide objective assurance that fraud controls are adequate for identified fraud risks and ensure that the controls are operating effectively. It is also the responsibility of internal audit to conduct fraud investigations if it has the competency. If internal audit does not
have such competency, it should coordinate the outsourcing of fraud investigations.
Some organizations have written policies and procedures to manage fraud risks, such as codes of conduct, expense procedures, and investigation standards. Others may have some activities to assess risks,
ensure compliance and investigate violations. A summary of these documents and procedures is called
fraud risk management program. Such a program can provide information regarding the committment of
the board and top management to fight fraud, organizational awareness, conflicts of interest, risk assessment and fraud reporting mechanisms.
Fraud risk of the organization should be assessed periodically to identify specific potential schemes
and internal controls. The fraud risk assessment process should involve thinking to anticipate the behavior
of a potential fraudster. Such thinking requires a skeptical mindset and involves asking questions such as:
-How can a perpetrator use the weaknesses in internal controls?
-What could a perpetrator do to conceal the fraud?
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A fraud risk assessment generally includes three key elements:
-Identification of inherent fraud risk
-Assessment of likelihood and significance of inherent fraud risk
-Responding to likely and significant inherent and residual fraud risks
Even though preventive activities cannot guarantee that fraud will not be committed, they are important in minimizing fraud risk. While prevention includes policies, procedures, training, and communication, detection involves activities and programs designed to identify fraud that is occurring or has occurred.
Fraud risk can never be eliminate completely because there are always people who are motivated to commit fraud, and an opportunity can arise for someone in any organization. Therefore, detection methods
should be flexible and continuously changing to meet the various changes in risk. While preventive measures are visible to employees and third parties, detective controls are hidden in nature. This means they
operate in a background that is not visible evident in the everyday business processes. Whistleblower hotlines and process controls are among the important detective measures.
It is important that any incident, regardless of where in the organization, or by whom, they are committed, be reported and handled in a timely manner. The board should make sure that the same rules are
applied for all organizational levels, including senior management. Investigations should be conducted and
reported in a timely manner and by people with adequate expertise, taking into consideration confidentiality, legal rights and objectivity.

