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Timeline

On the Wirecard O
German fintech's ups and downs since floating
®
200
2000 - Floats 2002 - Markus Braun becomes 2007 - Braun founds a unit
on the Dax chief executive in Singapore
and chief technology officer
g 2008 - Path to success Jan 2019 - Financial Feb 2019 - German financial
150 + is laid by presaging Times reports on alleged regulator bans theshort-selling of
demand for fraudulent activity Wirecard shares after being alerted
smartphone payments in Singapore to an attempt to drive down the
after share price through negative media
financial crisis coverage
Oct 2019 - Hires kpMg (8) APr 2020 - KPMG (9) Jun 2020 - New audiitors
100 to conduct an says it has been EY unable to locate €1.9bn
independent audit unable to claim of cash meant to be on the
enough information balance sheet - and Braun stands
in audit to address down as chief
the allegations executive. Wirecard issues

a contradictory statement

a few days later saying the
money may never have

existed at all. Braun is

arrested following accusations of
balance sheet inflation.
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Auditor involvement
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Auditor involvement
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What didn’t auditor do?
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Satyam Computer Services Limited

1987 1992 2000

* Satyam computers was e Converted into Public Company * Declared one of the 100 most
founded by Ramalinga Raju and listed in BSE, NSE pioneering technology
* He started the Satyam * First Indian company to be registered with companies by World

three International Exchanges Economic Forum
(NYSE, DOW Jones and EURONEXT)

computer with 20 employees

2008 2007

* 4t fastest growing IT company in India e Become the 15t Asian
* The World Council for Corporate Governance company to features in
awarded the Satyam for global excellence in the training magazine’s list of
corporate accountability top 125 companies of
* Satyam network covers 66 countries and 53,000 learning

employees across six continents



I Satyam Fraud Methodology Unveiled
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Falsification and
of Bank’s Underutilized

Fixed Deposit Employees
Accounts

W

Web of

Companies

Mr. Ramalinga Raju




I Audit Failure
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Testing of cash
and cash
equivalents
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Conflicting
audit
evidence

Accounts
receivable



I Facts of the Case

PricewaterhouseCoopers India

_‘ Expressed unqualifies opinions on Satyam financial

pwc statements 2005 - 2008

PCAO B PCAOB barred two PwC partners and issued a settled

disciplinary order against PwC India

Public Company Accounting Oversight Board

US SEC imposed a settled penalty against PwC India
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An Accounting Scandal




I Facts of the Case

1990s~ 2009 2011
Beginning Loss

of loss compensation
separation transactions

e

EY

) )

Olympus : A Japanese
manufacturer of optical /
electronic devices with the
world’s largest share in
medical optical instruments
and microscopes

: Concealment over
many years of huge losses
from investments in
derivatives and other
financial instruments —
came to light in 2011
Auditor : KPMG Japan
(~2009) and EY (20107)



Overview of Fraud

OLYMPUS

Financial
instruments
with losses

Loss

Bank deposit, Sell at separation

Investment trust, ik v from
etc. Olympus
book

BANK
\

\ I

Loan secured by bank
i .ﬂ ' deposit, Investment trust, etc.

Foreign Banks
(Cooperators)

Off-Balance- sheet Funds

Olympus :

Created off-balance-sheet
funds

Had the funds purchase O’s
financial instruments at
book value

Had cooperator foreign
banks finance the funds by
loans secured by O’s bank
deposits, etc.



I Overview of Fraud

OLYMPUS

Ask not to tell

No explanation
P audit firm about

about bank )
. existence of bank
deposit secured _
| deposit secured
oan
loan
BANK

Audit confirmation letter

Answer only deposit balances

Audit Firm

Foreign Banks
(Cooperators)

Olympus :

e Requested cooperator
foreign banks not to tell the
auditor about the existence
of the loans secured by O’s
deposits

 Did not provide any
explanations to the auditor
about the loans secured by
its deposits

Olympus concealed the existence of
off-balance-sheet funds by using external

cooperator (Foreign Banks)




Overview of Fraud

OLYMPUS

Redemption for

Excessive FA fee
for acquisition of
a UK company

bank deposit,
investment trust,

etc.
BANK
N\
N\

4 ™7

Foreign Banks
(Cooperators)

Repayment for loan secured
by bank deposit, investment
trust, etc.

Recognize Goodwill

Acquisition of 3
domestic companies
for extraordinary
high prices

&

: .
Financial
Advisory w Funds

S—

Off-Balance- sheet Funds

Olympus :

Paid an extraordinarily high
price for the acquisition of
three domestic companies
Paid excessive advisory fees
for the acquisition of UK
company

Recognized fictitious
goodwill on O’s balance
sheet



I Audit Failure

EY

] Risk assessment 3 Succession Procedure

] Response to
suspicious situation

L Succession Procedure
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KEY FINDINGS

/ 2,904 CASES @

from

Causlng total
losses of more than

$3.6 BILLION

OUR STUDY
COVERED

|
_____

1) 125 COUNTRES @----

0000
TYPICAL RRANITAT s
FHAUD EASE o ; r-‘::u_lz-nl___'i SS
' _ 5[]/0 OF REVENUE 512,000
O O TOFRAUD || VERAGE LOS
lasts causes a EACHYEAR | |—— PER CASE
14 MONTHS ol $1,509,000
before 88 . 3 D[] 7 . AN
detection per month / \
------------------------------------------ ASSET MISAPPROPRIATION  FINANCIAL STATEMENT
WAS THE SCHEMES &2 FRAUD SCHEMES :::

CORRUPTION
=~

MOST COMMON

SCHEME IN EVERY !
GLOBAL REGION .

most common and least costly

86% $IUU‘.UUU

least common and most costly

0% | $954,000

median loss




Organizations with

FRAUD AWARENESS TRAINING

for employees were
more likely to gather tips through

FORMAL
REPORTING
MECHANISMS

'
: 560/(] of tips with training

370/[] of tips without training

43 / 0 OF SCHEMES WERE DETECTED BY TIP,

¥ and half of those tips
came from employees

L. and
were each used by
whistleblowers in

33%

OF CASES
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[ I;\ USE OF TARGETED ANTI-FRAUD CONTROLS
A1) RAS INCREASED OVER LAST DECADE

CERTAIN FRAUD RISKS
WERE MORE LIKELY IN

SMALL BUSINESSES
HOTLINE A lack of internal controls TH‘QN |N LAHGE

contributed to nearly

ANTI-FRAUD POLICY 113% PR : ORGANIZATIONS:

FRAUD TRAINING FOR | Y
EMPLOYEES £11% . UU]
FRAUD TRAINING FOR . g[ ]

MANAGERS/EXECUTIVES T 9% .
Billing fraud

Payroll 2X HIGHER
THE PRESENCE OF ANTI-FRAUD CONTROLS D Check and payment

IS ASSOCIATED WITH LOWER FRAUD LOSSES o tampering _._................ 4XHIGHER
AND QUICKER DETECTION |




$150,000

Median loss

$85,000

Men committed 72 %

of all occupational fraud,
and also caused
larger losses than women

(%800 OF FRAUDSTE?S%
FACED SOME FORM OF

INTERNAL DISCIPLINE rrom
e VICTIM ORGANIZATION

Owners/executives
committed only 20% of
occupational frauds, but they

caused the largest losses

$600,000
$150,000
$60,000

\ /"‘\

W

460/0 of victim

organizations declined
to refer cases to

law enforcement
because

INTERNAL DISCIPLINE
WAS SUFFICIENT

OPERATIONS

_3> ACCOUNTING

—

.01] EXECUTIVE/UPPER
'/ MANAGEMENT

@ SALES

‘ 26% OF

OCCUPATIONAL
FRAUDSTERS WERE

42% OF

OCCUPATIONAL
FRAUDSTERS WERE

JEVOND THEIR MEANS




Introduction of Fraud! Risk
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Source : Managing the Business Risk of Fraud:

_ A Practical Guide




Why do people commit fraud? A

The Fraud Triangle - #1tMaf1¥in lWtAAN191930

AANARK / U590

_ Source : Fraud and the Role of the Audit Committee, Deloitte




Why do people commit fiaud?
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Source : Economy down: Fraud up 2009, KPMG




How can we detect/prevent flraud?

ABLNITNNITUIHEN ADBENIINNIT
s N33l
Who should l
involve in
Fraud Risk -
Management? ~ 1863980
Meln




How can we detect/prevent fraud?

Fraud Risk Management Process

Source : Managing the Business Risk of Fraud: A Practical Guide, developed by IIA, AICPA and ACFE




Summary - Role off Audit: Cammittee
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Summary - Role off Audit: Cemmittee
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