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The Fraud Triangle
Fraud is a deceptive activity intentionally caused by an organization or employee with the aim to gain, that is, to get an advantage or gain profit illegally. All anti-fraud principles, students eventually come to learn about the Fraud Triangle (Albrecht, 2014). The triangle shows that fraud is committed when 3 elements come together. One is the perceived opportunity, another is some kind of pressure and the last one is a way to rationalize the fraud as being consistent with one’s values.
Opportunity is the circumstance that make is possible for fraud to be committed. This is the only element that a company can have complete control of it. An example of opportunity to commit fraud is poor tone from the management. This refers to the upper management lacking integrity, being unethical and being dishonest ("Fraud triangle-Opportunity, incentive, rationalization," 2019). Another example is having weak internal controls in an organization such as minimal or no supervision, poor process of documentation and poor duty separation.
Pressure, also known as incentive, refers to the mindset of the individual towards committing fraud. Pressure could be generated by influence of peer groups or even the company’s unrealistic performance expectations imposed on employees ("Fraud triangle-Opportunity, incentive, rationalization," 2019). The most overwhelming of pressures though, are usually financial losses or personal debts that are high. Situational pressures are organized into 2 groups, one is committing fraud for one’s company and another is committing fraud against a company.
Rationalization is the individual justifying his/herself to commit fraud. Examples of common rationalizations are belief that there is not any other solution or as revenge for being treated wrong. An example of how these 3 elements come together is an individual breaking the speed limit, and might say, ‘I was late’ – pressure, ‘I will not get caught’ – opportunity, and ‘everyone does it’ – rationalization.
Supervision as an important internal control feature
The internal control structure consists of procedures and policies that provide assurance that specific objectives will be met. Supervision is one important internal control feature, and it is monitoring the organization’s staff and activities to ensure their effectiveness and for necessary changes to be made in case problems arise ("Internal control system: Definition, components, features (Explained)," 2019). Supervision ensures the assets of the business are not stolen or wasted, it ensures business policies are complied to, and also increases operation efficiency by evaluating employee functions.
Impact of the Sarbanes-Oxley Act on the need for internal control
The Sarbanes-Oxley Act (SOX Act) is a federal law in the U.S. whose main goal is to protect investors by making accurate and reliable corporate disclosures. One way the act impacted the need for internal control by requiring companies to urgently disclose changes in operations or financial position, including divestments, major departure of personnel and acquisitions ("Sarbanes-Oxley Act: A brief overview," 2020). The changes should be clear and in unambiguously stated.
Another way the act impacted the need for internal control was introduction of penalties to individuals who did not follow certain rules. One of the penalties is facing up to 20 years in jail and other applicable fines after being found guilty of altering, destroying or concealing documents with the aim of stopping an ongoing investigation. Another penalty is an accountant facing up to 10 years in prison for helping a company official in altering or destroying financial statements.
The purpose of a bank reconciliation
A bank reconciliation is a document that makes a comparison between the cash balance on the balance sheet to its corresponding amount on the bank statement ("Bank reconciliation," 2019). This reconciliation of amounts assists to identify whether or not changes in accounting are required. It assists the company record cash and checks received and recorded but not yet recorded on the bank statement, process checks issued but not yet processed, check bank service fees and check the interest income.










[bookmark: _GoBack]
References
Albrecht, W. S. (2014, July). Iconic fraud triangle endures. Fraud Magazine. https://www.fraud-magazine.com/article.aspx?id=4294983342
Bank reconciliation. (2019, September 30). Corporate Finance Institute. https://corporatefinanceinstitute.com/resources/knowledge/accounting/bank-reconciliation/
Fraud triangle - Opportunity, incentive, rationalization. (2019, August 22). Corporate Finance Institute. https://corporatefinanceinstitute.com/resources/knowledge/accounting/fraud-triangle/
Internal control system: Definition, components, features (Explained). (2019, October 2). iEduNote.com. https://www.iedunote.com/internal-control-system
Sarbanes-Oxley Act: A brief overview. (2020, June 11). Corporate Finance Institute. https://corporatefinanceinstitute.com/resources/knowledge/other/sarbanes-oxley-act/

