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Madoff Securities
1) Research current developments involving the Madoff case. Summarize the developments in bullet format.
· On June 4th, 2020, the federal court judge rejected Madoff's appeal to be released from prison due to kidney failure. The judge argued that Madoff has not fully taken responsibility for the Ponzi schemes he committed.
· In December 2010, Madoff's older son committed suicide, his wife cut off ties with him, and his younger son died as a result of lymphoma (Azim et al., 2016).
· The securities exchange commission has formulated new policies to cope up with new tactics used by fraudsters in the stock market.
· More than fifteen people have been found guilty of cooperating with Madoff in money laundering, where some have finished their prison term.
· J.P. Morgan Chase Bank has paid billions of fines.
2) Suppose a large investment firm had 10 % of its total assets invested by fund managers by Madoff Securities. What audit procedures should the investment’s firm independent auditors have applied to those assets? 
		The first role for the auditors will be to understand the type of securities Madoff company dealt with. From this point, the auditors would have applied observation, analytical reviews, as well as inspection auditing methods. As mentioned above, all the procedures would have helped determine the actual financial status of the 10% invested assets (Azim et al., 2016). SAS 92 requires all independent auditors to understand the type of security and suitable procedures before carrying out an audit procedure.
3) Describe the nature and purpose of a peer review. Would peer reviews of Freihling and Horowitz likely resulted in the discovery of the Madoff fraud? 
		Peer reviews refer to a thorough evaluation of data collected by another financial company regarding accounting financial control. Peer reviews' primary purpose is for quality enhancement and preventing a specific firm from providing unreliable and misleading accounting information (Azim et al., 2016). Based on the case of Freihling and Horowitz, a peer review would have helped reveal fraudster activities.
4) Professional Auditing standards discuss 3 key “conditions “ that are typically present when a financial fraud occurs and identify a list of "fraud risk factors." Briefly explain the difference between a fraud condition and a fraud risk factor and give examples of each. What fraud conditions and fraud risk factors were apparently present in the Madoff case. 
		Fraud conditions refer to the actual fraud operations, for example, money laundry, while fraud risk factors refer to warnings and signs that a company is participating in fraudster activities, for example, accumulation of a large amount of interest within a short time. The three essential fraud conditions are incentives, opportunities, and rationalization (Williams., 2017). Based on Madoff's case, fraud conditions were money laundry and manipulated audits, while fraud risk factors included market saturation and significant return estimates.
5) In addition to the reforms mentioned in the case, recommend other financial reporting and audit-related reforms that would likely effectively prevent or detect frauds similar to that perpetrated by Madoff.
		In detecting fraud cases, some of the most significant reforms include the personal responsibility of an investor to determine the nature of the company they want to partner with, and the establishment of independent auditing firms by the federal government to be making surprise audits of various companies (Williams., 2017). The government also has a role to play in controlling fraud activities through the implementation of policies that are based on peer reviews to prevent the occurrence of cases similar to that of Madoff.
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