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Fraud triangle Contracts in Procurement

Procurement fraud Risk Analytics

Prevention and
Deterrence
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Fraud in general
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' Fraud consists of an;

Intentional

Illegal/unlawful Act

The concealment of that act
(misrepresentation of material facts)

Deriving a benefit from that act (Loss to

victim and gain to the perpetrator).
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>> PRESSURE/MOTIVE

These are often financial (e.g. living beyond
one's means).

OPPORTUNITY

Weakness in the organization that can
be exploited

RATIONALIZATION

Justification for illegal acts
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Contract

Definition:

A Contract is a mutual oral or written
agreement under which two or more parties
have undertaken an obligation to render

performance

transformed

e i e S S —_——
o o 00 e el S AL




Contract
Ingredients

o3

@

(

o~

Lawful subject matter or :
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objective

Competent parties

Intent to be legally bound

Agreement which provides for
breach of contract

Form permitted by law
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Procurement in general

Procurement is the process of ‘acquiring goods, works and services, covering

both the acquisition from third parties and from in-house providers.

Procurement in

the workplace

The process spans the whole life cycle from identification of needs, through to
the end of a services contract or the end of the useful life of an asset. It involves

options appraisal and the critical “make or buy” decision.
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Procurement Fraud

Procurement fraud would
be ‘fraud within the
procurement lifecycle of a
product or service, not
forgetting long-term

maintenance contracts
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Procurement cycle >

01

Presolicitation Solicitation
phase phase

Bid evaluation and Post-award and
award phase administration
03 phase
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Procurement fraud schemes

@ Presolicitation phase

Bid
specifications

o1 summit

Bid Tailoring (Narrow

Specs or narrow specs)

02
Bid splitting

03
Unjustified method of

procurement
be transformeo)}>
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Procurement fraud schemes

@ Solicitation phase - Bid specifications, preparation and submission

Bid manipulation.

Collusion among contractors (Bid
suppression or complementary)

Defective pricing
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clole



Procurement fraud schemes o~
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@ Bid Evaluation and Award phase

)—omm /

Leaking bi
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Procurement fraud schemes

2 @ Post award and
Administration phase
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¢rsr 3 Non conforming goods and
\ services

Change order abuse
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Cost mischarging (Accounting,
material or cost mischarges)
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Procurement fraud schemes
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Unjustified single source awards @

Utterance or fabricating of false/forged
invoices for products and services for
suppliers who do not exist. [E@
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Fraud risk analytics cont...
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When populating a spreadsheet the following information should

be recorded:

Name of supplier

Company registration number

Bank account number / address / telephone
numbers

Com pany a ddress be transformea)}>
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Fraud risk analytics cont...

Date the company was entered

: @ Product/service they supply
onto the system

@ Breaches/exception reporting against
this company/person if applicable

@ v @ Level of spending

Who proposed the company?

Who processes the requisitions?
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Conflicts of interest _
Sl,llmlmllt:

Bid rigging/bid splitting

Examine the tender process

Key areaqas for Contract review
Investigations

Single sourcing

False invoices for products and services
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Investigation work plan

) @

0

Escalation of information
to the FRRT(Fraud Risk
Response Team)
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consulting

Preparation
Identifying the Obtaining of relevant
offence evidence/documents

@

Administrative action
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Investigations Team

The team may comprise of,

Legal Risk Human Resource Information Technology (IT)
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Internal Audit Compliance & Internal control Law enforcement Representative of
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Fraud Prevention S
strategy o

Procurement fraud can be addressed through the use of proactive
policies such as;

. Fraud risk assessment

Fraud risk management

@ Whistle blowing

@ Corporate governance be l‘fansformed)}>

@ Compliance programs



Prevention & Deterrence
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Fraud |

Improved
awareness

controls

Anti-Fraud
Investigations Policy

Review
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The slides in this f#e have been created to support an oral
Be Tra n Sfo rm ed nd thus do not provide a complete record of
Sentation content. No part of this file may be
irculated, quoted, or reproduced for distribution outside
the [SCL client name] organization without SCL's express
prior written consent.
We also recommend that its content not be used for critical
decision making without first consulting Summit Consulting
Ltd. SCL takes no responsibility and shall not be liable for
any decisions made by you or your company or other
individuals or companies based on the use of this report.
For strategy execution support, visit www.summitcl.com
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