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1. Short Questions
I. Fraud in the simplest form is deception; essentially, the intention to deceive. There are negative repercussions on the society as a whole, the organization, an individual and lastly, the economy. However, the repercussions depend varyingly on the fraud that is committed – there are three main types of frauds: Financial Statement Fraud, Asset Misappropriation and Corruption, with the latter being the most common form. When any of these frauds are committed, it highlights the lack of internal controls within an organization, gaps within the financial system, and overall, the trust an individual has been bestowed. As summarized by the fraud triangle in Fig 1.1, we learn that in order for an individual to commit fraud, there are a number of influential factors. In today’s world, employees feel they are overworked and underpaid. This feeling alone is strong enough for someone to be influenced in finding his or her own means to satisfy their cash inflows. Another example is financial difficulty, be it debt, unpaid bills or unfortunately, greed. Lastly, fraud can also be committed to hide someone’s personal addiction such as gambling or drugs. Whatever the incentive, enough opportunity is available for frauds to be committed and at the very core of it all; fraud is purely deception for one’s own financial and/or personal gain.
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The Fraud Triangle
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