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D The high level of corruption in all spheres of the life of society is one of the most significant problems of post-Soviet countries. Ukraine, where
the corruption and fraud gained massive scale that considerably impedes its economic growth and poses threat to national security, is no
exception either. In this regard, there raises the priority challenge on searching for mechanisms of countermeasures against these phenomena
not only at the state level, but also at the level of a separate business entity. The anticorruption audit is one of such mechanisms.
Consequently, the article is dedicated to substantiation of a modern concept of internal audit as the function of anticorruption management
and the means of combatting corporate fraud. As the result of conducted investigation, the insight into anticorruption audit has been
provided, its functions have been determined and the system of methods of conducting control procedures while fulfilling anticorruption and
antifraud tasks was formed.

It has been proved that the anticorruption audit is an effective mechanism of combatting corporate fraud, which enables the decrease of
negative trends, caused by illegal abuse of office for obtaining unlawful benefit. However, the implementation of anticorruption audit in
operational activities of the enterprises of Ukraine requires that the organizational and legal coverage of activities of the anticorruption
auditor be enshrined in legislation, and the training system of these experts in national educational establishments be improved.
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AHTUKOPYNIIAHUMN AYJUT SIK 3ACIE BOPOTHBHU 3 KOPIIOPATUBHUM IIIAXPAMCTBOM

MHunuubka . B.,

00KMOp eKOHOMIYHUX HayK, npoghecop, npoghecop Kagedpu 6yx2anmepcbKozo 061Ky

JIBH3 «Kuiscbkuli HauioHaneHuli ekoHoMiYHUU yHigepcumem imeHi Baduma lfemomara»

D O0Ha 3 HatiicmomHiwux npobaem KpaiH NocmpadfAHCbK020 NPOCMOpY — 8UCOKUL pigeHb Kopynuil 8 ycix cehepax xummedianeHocmi
cycninbcmaa. He € suHamkom U YkpaiHa, 0e kopynyia ma waxpaticmeo Habynu macosux maclmadis, o icmomHo nepeukooxae i
€KOHOMIYHOMY 3pOCMAHHI0 MA 302POXYE HAUiIOHANbHIl 6e3neui. Y 38’a3Ky 3 YuM NoCMaAe nepwioyepzose 3a80aHHA NOWYKY MeXaHi3mie
npomuoil yum A8uUWAM Ha pigHi He Tuie depxasu, a Ui OKpemozo Cy6'ekma 20cno0apto8aHHs. OOHUM i3 MAKUX MeXaHi3mig €
aHmukopynyitiHud ayoum.
Omxe, cmammas npuceayeHa 0brpyHmy8aHHIo Cy4acHoi KoHuenyii 8HympiwHe020 ayoumy K yHKUil aHmukopynyiliHo2o MeHedxmeHmy
ma 3acoby 6opomvbu 3 KOpnopamusHUM waxpaticmeom. B pesynemami npogedeHo20 00C/i0XeHHA pO3KPUMO Cyms AHMUKOPYNyitiHo20
ayoumy, 8u3HayeHo Lio2o ¢yHKUii ma cchopmosaHo cucmemy cnocobie nposedeHHA KOHMPOIbHUX NPoyedyp NPU BUKOHAHHI 3a80aHb W000
npomuoil kopynuii ma waxpaticmey.
JlogedeHo, wjo anmukopynuitiHuti ayoum € diegum mexaHiamom npomudii KopnopamusHoMy waxpaticmay, AKUti pobuMes MOXUBUM
3HUXEHHA He2amuBHUX MeHOeHUil, CnpU4UHeHUX He3AKOHHUM 8UKOPUCMAHHAM CJTy608UX NOBHOBAXeHb NePCOHAIOM 3 Memoio
00€epXaHHA HenpasomipHoi 8u2o0u. OOHAK 8NpPo8adXeHHA AHMUKOPYNUiliHo2o ayoumy 8 npakmuyHy 0ifileHicme nionpuemcma YkpaiHu
nompeb6ye 3aKpinsieHHA Ha 3aKOHO0aB4YOMY piBHi 0p2aHi3ayiliHo-NPasosozo 3abesneyeHHs dianbHOCMI aHMUKOPyNyitiHo2o ayoumopd,
a Makox yOOCKOHAJIeHHs cucmemu nid20mosKu Yux gaxisyie y 8imyusHAHUX HABYAbHUX 3AK1A0AX.

D kopynuis; anmukopynyitiHuti ayoum; npoginakmuyHul KOHMPOJIb; PEAKMUBHUL KOHMPOSIb; OYiHKA 00CMOBIPHOCMI.

AHTUKOPPYIIIMOHHBINA AYJIUT KAK CPEJICTBO BOPHEBI C KOPIIOPATUBHBIM
MOINEHHUYECTBOM

MHunuukaa Jl. B.,
00KMOp 3KOHOMUYeCKUX HayK, npogheccop, npogeccop Kagedpsl 6yxaanmepckozo yyema
'BY3 «Kuesckuli HauuoHaneHbIl 3koHoMu4eckuli yHusepcumem umeHu Baduma lfemomara»

D O0Ha u3 Hauboree cyujecmaeHHbIx NPoBGaeM CMPAH NOCMCO8EMCK020 NPOCMPAHCMBA — BbICOKUL YpOBeHb KOPPYNUUU 80 8CeX chepax Xu3-
HedesimesibHOCMU 06wjecmaa. He sgnaemca uck/oyeHueM u YKpauHa, 20e Koppynyus U MOWeHHUYeCcmao npuobpesnu maccosble Maclumabsi,
Ymo cyLecmaeHHo npenamcmayem ee SKOHOMUYECKOMY POCMY U y2poxaem HAUUOHAIbHOU 6e3onacHocmu. B cas3u ¢ 5mum 803HUKaem
nepsooyepedHas 3a0a4a NoUCKa MexaHu3mMo8 NPomu8odelicmaus 3mum A8/1eHUAM HA yPOBHe He MOJIbKO 20Cy0apcmed, HO U OMOe/IbHO20
cybvekma xo3alicmeosarus. OOHUM U3 MAKUX MeXaHU3MOB A8/19emcs GHMUKOPPYNUUOHHbIG ayoum.

Mimak, cmames noceAweHa 060CHO8AHUIO COBPeMeHHOU KOHUeNnyuU 8HympeHHe20 ayouma Kak ghyHKYUU GHMUKOPPYNUUOHHO20 MeHeOXMeH-
ma u cpedcmea 60pbbbi C KOPNOPAMUBHBIM MOLIEHHUYECMBOM. B pe3ysibmame npos8edeHH020 UCC/Ie008aHUS packpbima Cyme aHMUKoppyn-
YUOHHO020 ayoumad, onpedesieHbl €20 hyHKYUU U chopMUPOBAHA cCMemMa cnoco608 NposedeHUs KOHMPOJIbHLIX NPOUEOYP NPU 8bINOTHEHUU
3a0ay no npomugodelicmeuto KOpPYNUUU U MOWEeHHUYeCmay.

Jlokazaxo, 4mo aHmuKoppynyUOHHbIG ayoum se/19emcs 0elicmeeHHbIM MeXaHU3MOM NPomugodelicmaus KopnopamugHoOMy MOWeH-
HuYecmay, Komopbili Oesiaem 803MOXHbIM CHUMXeHUE He2amugHbIX MeHOeHYUL, 8bI38aHHbIX HE3AKOHHLIM UCNO/Ib308AHUEM NEPCOHANIOM
CI1yKe6HbIX NOSIHOMOYUL C Yesblo NOJTyYeHUs HenpasomepHoU 86120061. OOHAKO 8HedpeHUe AHMUKOPPYNYUOHHO20 ayouma 8 Npakmuyeckyto
OesimesnibHOCMb Npednpusmuti YkpauHsl mpe6yem 3akpensieHus Ha 3aKOH00amesIbHOM ypOBHe 0P2aHU3AUUOHHO-NPABOBO20 0becneyeHus
OesameslbHOCMU GHMUKOPPYNYUOHHO20 aydumopd, d Makxe cosepuieHCMa08aHusA cLCMeMbl NO020MOBKU SMUX cCneyuanicmos

8 0MeyecmBeHHbIX yueBHbIX 3a8e0eHUSIX.

B Koppynyus; aHMUKopPyNYUOHHbIU ayoum npogunakmuyeckuti KOHMPOIIb; PeakMuUBHbILi KOHMPOIIb; OUEHKA DOCMOB8EPHOCMU.
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Statement of the Problem and Its Connection
with Important Scientific and Practical Tasks. The
challenges, associated with corruption and fraud, do
not come off mass media during the whole period
of existence of independence of Ukraine; mean-
while, the negative fact of active spreading of these
phenomena and their enhanced penetration into all
spheres of life of the state and society is constantly
stated.

Under modern economic and political conditions,
the corruption and fraud gained larger scale that con-
siderably impedes the economic growth of Ukraine
and poses threat to its national security. The Law on
Preventing Corruption [1], which is aimed at deter-
mining the general principles of prevention of cor-
ruption and fraud within the activities of legal enti-
ties, was implemented for fighting against economic
crimes in business relationships of the enterprises
of Ukraine.

However, most anticorruption measures, under-
taken by the authorities, have formal nature and
are confined to the approval of documents, having
the political nature. Meanwhile, as per the results
of the Global Economic Crime Survey, the level of
corporate fraud is increasing every year. As noted
by survey results, 50% respondents in finances,
43% respondents in energy and mining,
40% respondents in telecommunications, regularly
encounter fraud in their activities.

The fraud structure is also diverse enough. In
particular, in 2015, 73% of surveyed companies
stated that they suffered from illegal misappropria-
tion of assets, 60% respondents regularly encounter
the consequences of the conflict of interests, while
30% of the surveyed note that the most considerable
losses from fraudulent activities are associated with
manipulation of reporting data. Meanwhile, 85% of
fraud victims do not get their funds back [2].

The fraud is understood as the intentional actions
of persons from the managerial staff, employees, or
third party, aimed at deception of company’s owners,
state or individual for obtaining an unfair and ille-
gal advantage [1]. Therefore, the fraud is any illegal
actions, which are characterized by the fraud, con-
cealment and abuse of trust and performed by legal
entities and individuals for obtaining money, prop-
erties or services, evasion from payment of funds,
or for personal or corporate gain.

According to experts’ estimates, the companies’
losses from fraud, committed by their own employ-
ees, reach 90% from the total loss. According to
the Association of Certified Fraud Examiners (the
international anti-fraud organization), the western
companies lose about 6% of their turnover because
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of occupational fraud. The results of the surveys,
conducted in Ukrainian firms, give worse indica-
tors, but it is no wonder, because national companies
spend, on average, less than 0.1% of their turnover
on implementation of security measures. Nowadays,
the fraudsters have a wide arsenal of methods, while
security experts only start developing mechanisms
for prevention and detection of economic malprac-
tice. [3, p.185].

According to global surveys, in terms of cor-
porate fraud, Ukraine ranks 6th in the global
rating (45% of the surveyed companies proved fraud
cases), yielding only to such countries as Russia —
(71%), South Africa — (62%), Kenia — (57%),
Canada — (56%) and Mexico, where fraud cases are
fixed within the activities of 51% companies [2].

The fraud in the activities of business entities
usually includes such main elements:

1. fraudulent reporting of financial indica-
tors, i.e. entry of knowingly false data in
the financial reporting. The purpose is the
deception of shareholders, tax authorities or
company’s counterparties (fraud of C-level
executives);

2. illegal misappropriation of assets: theft,
embezzlement; use of assets for personal
needs; payment for time not worked (fraud
of direct dealers);

3. conflict of interests, i.e. the presence of
person’s private interest in the sphere, in
which he or she performs all corporate or
representative authorities that can impact
the objectivity or impartiality of his deci-
sion-making, or fulfillment or nonful-
fillment of actions during performance
of specified authorities. For example,
the use of information, which is a com-
mercial secret, for a personal benefit, the
conspiracy with counterparties on pro-
viding them with exceptional conditions
for further receipt of «payoffs» (fraud
of middle-ranking managers and direct
dealers).

The published report of the Association of Cer-
tified Fraud Examiners proves the fact that most
frauds were committed by employees (42%), mana-
gers (36%) and only 19% — company owners [4].

According to the survey of national companies,
the main types of frauds, committed by company’s
senior executives and staff, include:

* use of property for personal gain and embez-

zlement of assets (31% of the surveyed);

* corruption — 24% of the surveyed point out

this problem,;
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* misreporting of source accounting data —21%
of the surveyed consider this problem to be
priority;

» illegal use of Internet for personal needs and
other types of cybercrime is the priority prob-
lem of 15% of the surveyed;

* running parallel business at the company is
practiced in the activities of 9% of respondents.

Therefore, the use of property for personal pur-
poses and banal thefts traditionally remain the most
widespread among commercial frauds. Almost each
employee of the company does it: printing out papers
for personal needs, using Internet resources, using
the company car is considered a norm, but not an
exception to the rule.

The second in terms of popularity is the fraud,
associated with the corruption, which is understood
as the use of official authorities, given to a person,
or related opportunities, for obtaining unlawful
benefit or accepting such benefit [1].

The corruption inside the company consists in
the fact that the manager or employee of the com-
pany conspires with those, who do not work in
this organization. The most popular and highly
lossmaking types of internal corruption include:

» commercial bribery of company’s employees
by partners or rivals for accelerating or stim-
ulating decision making process for their own
benefit;

* unauthorized money rewards;

* intentional underpricing of products or over-
pricing of material valuables in agreement with
the counterparties for obtaining «payoffs» from
them;

The abuse of office by employees became the
primary internal threat to the economic security of
companies. According to PricewaterhouseCoopers,
62% of the surveyed managers stated that «payoffs»,
which the employees obtain from contractors or sup-
pliers, inflict most damage [3, p.188]. The payoff
allows the supplier to unreasonably overprice or sup-
ply low quality goods and services, while the pur-
chaser ensures privileged terms for deferred pay-
ment, which becomes the uncollectable receivables
in most cases.

The third in terms of its scale is the fraud, asso-
ciated with manipulation of source accounting data.
The employees of the financial, accounting, sales and
procurement departments as well as company’s sen-
ior management have most opportunities for com-
mitting these types of fraud (77%).

It is clear that the level of economic crime in
Ukrainian companies could be much lower, if each
fraud case were detected, and the fraudster were

punished. However, the statistics states that 51% of
corporate fraudsters commit more 20 crimes, before
being caught, while the other third manages to com-
mit more than 50 crimes. In most cases, it takes three
years to catch a fraudster and prove his guilt (if it is
ever possible), while in 22% of cases it takes more
than ten years to find a fraudster. As the researchers
note [3, p.189], about 1 mln euros are transferred to
the accounts of an average corporate fraudster for
this time.

A significant number of measures, which have
different degree of efficiency, are permanently taken
in the national and international practice for com-
batting corporate fraud. As per the results of global
surveys, conducted by Ernst and Young, in 2015,
the respondents (72% of the surveyed) classified
the anticorruption audit (control) as the most effec-
tive anticorruption measure. Due to its popularity, it
got ahead even such traditional anticorruption meas-
ures as the availability of hotline for anonymous
reporting about corruption and fraud cases (32%)
and legal review of counterparties (10%).

Analysis of last researches and publications.
Despite the significant load of anticorruption audit
while preventing fraud risks, the systemic scien-
tific researches regarding this phenomenon were
not conducted. The attention should be drawn to
single publications, made by such national and
foreign researches as L. Grechanyk [5], L. Rusnak [6],
L. Sotnykova [7], L. Mykhalchyshyna and V. Kal-
ashnyk [8], V. Chenash [9], in which the authors dis-
close separate audit instruments while detecting and
preventing fraud risks.

Formulation of the purpose and task of the
research. The purpose of this article is the sub-
stantiation of a concept of internal audit as the func-
tion of anticorruption management and the means
of combatting corporate fraud. In this regard, there
appears a need in investigating the essence of anti-
corruption audit and determining its methodologi-
cal instruments.

Presentation of the main material of investiga-
tion with full substantiation of obtained scientific
results. The anticorruption audit is understood as
the system of inspections, conducted by the anticor-
ruption auditor and aimed at identification of corpo-
rate fraud risks and assessment of implementation of
anticorruption measures in the company.

The main differences in functions and methodology
of the anticorruption and business audit are provided
in Table 1 for deeper understanding of the essence
of anticorruption audit.
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TABLE 1

Regularity Conducted with clearly established regularity | Conducted upon the availability
of sufficient evidence of detected fraud;
thatis why it is not reqular;

Purpose Examination of reliability of financial data, Determination of existence of corporate

provided in respective documents

fraud, guilty person and degree
of his guilt

Nature of audit process

Audit process does not have hostile nature

Antifraud process is inherently hostile,
because it is aimed at identifying the
guilty person and degree of his guilt

Methodology

data

It is based on the traditional methods
of investigation of reliability of accounting

Except for the verification of financial
data, it uses the methods of actual
verification of assets, psychological
methods, and special methods

for ensuring economic security.

The control measures in the anticorruption audit
have preventive (warning), reactive (current) and
offensive nature. In particular, the preventive con-
trol is aimed at reducing fraud risks through imple-
mentation of the code of ethics, conducting aware-
ness-raising activities and imposition of personal
responsibility for the assets and decisions, which are
controlled by certain official. For this purpose, the
labor agreements and job description should have
the provisions, which determine punitive measures
while identifying fraud signs in the employee’s
behavior.

The reactive control provides for the implemen-
tation of the system of control procedures, which
will allow detecting corruption risks and the busi-
ness operations, related to the deliberate violation
of employees’ obligations through conducting inter-
nal investigations, anonymous surveys, unsched-
uled inspections, budgetary control of the perfor-
mance, assessment of the dynamics of changes in
key financial and economic indicators with a view
to early diagnosing of fraud risks, management by
difference etc.

The offensive control allows assessing the effec-
tiveness of control procedures on prevention of cor-
porate fraud risks and developing future anti-fraud
measures.

Taking into accounting the components of eco-
nomic crimes, caused by corruption and fraud, the
anticorruption auditor performs the following tasks:

* Conducts unscheduled (thematic) audit of
financial documentation and actual presence
of assets;

* Monitors corruption and fraud risks;

* Participates in conducting internal investiga-
tions of detected corruption and fraud cases
(interrogation of witnesses, search for docu-
mentary evidence);

For the performance of specified tasks, the anti-
corruption auditor uses the methods of control,
analysis, personnel management and security study,
among which:

« Limited access to information;

* Unscheduled inventory of assets;

* Unscheduled (random documentary audit
of activities of separate officials or middle-
ranking managers);

* Budgetary control of actually achieved
indicators;

» Actual and documentary audit of transactions
and assets, which are characterized by the
highest level of fraud risk (verification of
«untraditional» agreements, verification of
dynamics of overdue receivables, verifica-
tion of changes in the status of settlements
with receivables; verification of the actual
condition of warehousing facilities);

* Implementation of «hot liney;

* Participation in staff appraisal (loyalty
test);

* Informing the company staff about detecting
corruption schemes and fraud cases etc.

The generalization of methods of anticorruption
audit while performing anticorruption and anti-
bribery tasks in the activities of business entities is
provided in Table 2.

11
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METHODS OF ANTICORRUPTION AUDIT

TABLE 2

WHILE PERFORMING ANTICORRUPTION AND ANTI-BRIBERY TASKS

Conducting unscheduled (thematic) audits of financial
reports and actual presence of assets

1) restricted access to information;

2) unscheduled inventory of assets;

3) random documentary audit of activities of separate officials
or middle-ranking managers;

4) conducting the survey among the company staff

for identification of fraud risks;

Monitoring corruption and fraud risks

1) blitz diagnostics of the company’s financial standing with
the use of tools of vertical and horizontal (dynamic) analysis;
2) assessment of the economic reliability of the contractors,

who got into the area of higher attention of anticorruption
auditor with the use of tools of the ratio analysis;

Conducting internal investigations of detected
corruption and fraud cases

1) implementation of «hotline»;

2) participation in staff appraisal (loyalty test);
interrogation of witnesses;

4) actual audit;

5) search of documentary evidence;

6) informing the company staff about the detection
of corruption schemes and fraud cases.

3

Assessment of reliability of financial reporting and
early diagnosing of manipulations with financial
indicators.

1) use of ratio analysis for assessment of the reliability

of financial reporting;

2) use of methods of assessment of the reliability of
accounting information through its comparison with unofficial
data, obtained as the result of application of special methods
of business intelligence.

The activities of anticorruption auditor are
necessarily related to the monitoring of not just inter-
nal risks, but also external fraud risks (especially
fraud with financial indicators). For the performance
of this task, the anticorruption auditor has to concen-
trate his attention not only on traditional sources of
information such as the data reporting system, but
also focus on the alternative sources of information,
which would enable detecting other (different from
financial) risk factors of falsification of accounting
data. Such factors include:

1. Corporate management system. In the mean-
time, it is worth paying attention to frequent
changes of the organizational structure, decen-
tralized management system, absence of the
internal control service.

2. The staff and the reputation of the company
management. The frequent change of company’s
senior executives, family or friendly liaisons, the
negative business reputation of company execu-
tives may be the signs of possible fraud.

3. Interaction with external auditors. The com-
panies, which are characterized by the fre-
quent rotation of external auditors, location of

subdivisions in hard-to-reach places (for exam-
ple, on the territory of restricted territorial enti-
ties) usually falsify the reporting.

For identification of risk factors, associated
with manipulation of reporting data, in his practical
activities the anticorruption auditor has to apply the
methods of competitive intelligence (business intel-
ligence), in particular the methods of personal search
and specialized survey, except for traditional con-
trol methods.

It is not in doubt that the implementation of
anticorruption audit in Ukrainian companies will
become the effective mechanism for combatting
corporate fraud and enable reduction of negative
trends, caused by the employees’ abuse of office for
obtaining unlawful benefit.

However, the investigation of modern business
practice of national companies showed that there
exists a range of serious problems, which ham-
per implementation of anticorruption audit, among
which most significant are:

» absence of organizational and legal cover-
age of anticorruption auditor activities at the
legislative level;

12
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* non-systemic nature of available methodo-
logical developments, associated with the use
of control, analysis, staff management and
security study technologies in the anticorrup-
tion activities;

* unadjustment of the training system in national
educational establishments for the graduates,
capable of fulfilling functions of anticorrup-
tion auditor.

In our opinion, in order to perform his functions,
the anticorruption auditor should have basic eco-
nomic education, preferably majoring in Accounting
and Tax, and obtain specialized expertise in anticor-
ruption management and ensuring economic security.
For this purpose, we consider it appropriate to imple-
ment some disciplines in the training of accounting
and audit experts, which unveil the ways of ensuring
economic security of the company and methods of
identification of corporate fraud risks, which will
become an innovation step in education and will con-
tribute to modernization of the national economy.

As the alternative, the option of improvement of
qualification skills of the accountant or the audi-
tor through professional certification that allows
obtaining qualification «Certified Fraud Exam-
iner (CFE)» or «Certified Independent Account-
ant, Detecting Fraudulent Financial Reporting» is
possible. As L. Sotnykova notes in her investiga-
tion, such qualification is recognized in the whole
world and includes expertise and experience in fraud
detection and prevention [7, p.132].

Conclusions and prospects of further investi-
gations in this direction. The conducted investiga-
tions enable formulating some general statements,
which determine the modern format of the functional
focus of internal audit in company’s anticorruption
management system.

1. The anticorruption audit is understood as the

system of audit inspections, conducted by the

Hnylytska L. V.

anticorruption auditor and aimed at identifica-
tion of corporate fraud risks and assessment of
efficiency of implementation of anticorruption
measures in the company.

2. For the purpose of prevention of corporate
fraud risks, the anticorruption auditor performs
the following tasks: conducts unscheduled
(thematic) audits of financial documentation
and actual presence of assets; participates in
conducting internal investigations of detected
corruption and fraud cases (interrogation of
witnesses, search of documentary evidence);
carries out assessment of reliability of finan-
cial reporting for early diagnosing of manipu-
lations with financials.

3. However, the investigation of modern busi-
ness practice of national companies points out
the existence of some problems, which ham-
per implementation of anticorruption audit,
among which most significant are: absence
of organizational and legal coverage of anti-
corruption auditor activities at the legisla-
tive level; non-systemic nature of available
methodological developments, associated
with the use of technologies of control, anal-
ysis, staff management and security study in
the anticorruption activities; unadjustment of
the training system in national educational
establishments for the graduates, capable of
fulfilling functions of anticorruption auditor.

4 For satisfying the staff «hunger» for rele-
vant experts, we consider it appropriate to
implement some disciplines in the train-
ing of accounting and audit experts, which
unveil the ways of ensuring economic secu-
rity of the company and methods of identi-
fication of corporate fraud risks, which will
become an innovation step in education and
contribute to modernization of the national
economy.
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