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Formative Activities 
 
 
Section 1: 22 marks 
 
Activity 1 
Explain your understanding of Fraud and discuss the four elements that need to be 

evident during an investigation.        (5) 

 

 

 

 

 

 

 

 

 

 

 

Activity 2 

Complete the table below by identifying the areas where fraud could be committed 

and identify the parties that could be involved.      (8) 

 

Where fraud could be committed Parties who could be involved 
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Activity 3 

Complete the table below by confirming if the scenario is fraudulent and motivate 

your answer by supplying additional evidence you would require to substantiate 

fraud in each case.          (9) 

Scenario 
Fraud 

(Yes / No) 

Motivation & Additional 

Evidence required 

Mr S Moker completed his 

application form 10 years ago and 

noted on the application form that 

he was a non-smoker.  He was 

diagnosed with lung cancer 2 

months ago.  During validation of 

the claim the advisor established 

that Mr Moker has been smoking for 

the past 20 years. 

  

Mrs du Toit purchases an Income 

Protector policy. After 18 months 

she lodges a claim against the 

policy, stating that she has been 

retrenched.  During the validation of 

the claim, the advisor confirmed that 

Mrs Delaney was fired.  

  

Ms Pata is an insurance broker who 

has several policies at various 

insurers.  She used details of clients 

with different bank account.  She 

submits numerous small claims, 

pretending that she is the policy 

holder.  All payments went into the 

different bank accounts, where she 

was actually the beneficiary. 
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Section 2: 22 marks 
 
Activity 4 
Identify and name 7 (seven) pieces of legislation governing fraud, as it applies in 

Long Term insurance.         (7) 

 

 

 

 

 

 

 

 

 

 

 

 

Activity 5 

There are two routes available in recourse for Long Term Insurers in the case of 

fraud.  Please explain the recourses available and provide an example on what route 

the insurers may follow.          (6) 
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Activity 6 

You are the Head of Claims at a Long Term Insurance company.  During a recent 

investigation, you realized that an employee has inflated claims by negotiating a 

“kick-back” with the insured.  After interviewing the employee, he also mentioned that 

one of your managers was aware of the fraudulent activity and did not report the 

employee.  In total they have siphoned over R1, 500, 000 over the past 5 years.  

Please complete the table below, by identifying the consequences, the route that 

would be followed as well as the impact that the above scenario would have on the 

different parties mentioned in the table.       (9) 

 

Parties Route Consequences Impact on the 

insurer 

Employee  

 

 

 

 

 

  

Manager  

 

 

 

 

 

  

Client  
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Section 3: 23 marks 
 
Activity 7 
Please discuss the internal policy and procedure to be followed relating to fraud at 

your organization.           (10) 
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Activity 8 

Name and explain at least three ways in which a Long Term Insurer can gather 

evidence during their investigation on a fraudulent matter.    (6) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Activity 9 

Please explain the resources available to you in order to gather information on fraud 

at your current organization.        (4) 
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Activity 10 

Please give your explanation why you think confidentiality is important during an 

investigation and what the possible consequences would be if confidentiality was 

breached.           (3) 

  

 

 

 

 

 

 

 

Section 4: 8 marks 

Please read the following article and answer the questions that follow: 

 

Big risks require big data thinking 

VINCENT M. WALDEN, CFE, CPA, CITP;BETH JUNELL, CFE, CPA, CFF 
 
July/August 2014 

An EY survey indicates that companies need to look at a broader set of risks, incorporate more data 
sources, use better tools and move to real-time or near real-time analysis of increased data volumes. 
The results? More effective and efficient compliance programs that are highly focused on key fraud 
risk areas. 

A leading global pharmaceutical company, we'll call it Pharminc, sought to use forensic data analytics 
(FDA) to monitor compliance with policies and procedures designed to govern interactions between 
their sales representatives (REPs) and the health care professionals (HCPs) they interact with in 
certain high-risk countries. Many anti-fraud practitioners in the past — using traditional FDA 
methodologies — would consider only one primary data source for analysis, such as travel and 
entertainment accounts. Pharminc took a different approach and incorporated "big data" thinking. The 
company not only used traditional spreadsheet and database applications, it integrated multiple 
structured and unstructured data sources with more sophisticated visual analytics and text mining 
applications. 

These data sources included speaking events data, travel and entertainment accounts, product 
samples, sales and customer relationship management data, physician interaction data and even 
social media data. 

Pharminc developed new analytics approaches using these sources to "risk rank" both REPs and 
HCPs across targeted regulatory and corporate integrity risks, including fraud, corruption and off-label 
marketing. 

To enhance early detection of problems, Pharminc generated interactive monitoring "dashboards," 
which visualized data in charts and graphs (rather than data dumps to spreadsheets) to assist in-
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country compliance officers and/or managers with spotting trends and anomalies. Pharminc deployed 
this FDA program to dozens of countries in approximately 18 months, which helped the company 
detect rogue employee activities, increase transparency and save significant dollars from improving 
recoveries and realizing audit-monitoring efficiencies. 

BIG DATA CAN MEAN BIG OPPORTUNITIES 

Big data techniques and technologies present significant opportunities for business executives in 
multiple functions working across many industries and geographies. They can capitalize on 
information contained in disparate data sources that are otherwise difficult to correlate and interpret. 
For those charged with deterring, detecting and investigating misconduct, mining such data can be a 
particularly powerful tool in their overall compliance and anti-fraud efforts. 

Companies are increasingly seeking market share and revenue growth in markets, which are 
characterized by higher perceived levels of fraud, bribery and corruption risk. At the same time, 
regulators and law enforcement bodies are intensifying their cross-border collaborations to ferret out 
improper business practices and punish violators. The costs associated with noncompliance are 
growing. Out-of-date risk assessments, undetected frauds and poorly executed investigations — 
followed by failure to properly remediate internal controls — only exacerbate the risks facing 
companies. The staggering increase in volume, variety and velocity of business information requires 
inherent changes in how companies manage their compliance challenges and investigate aberrational 
behavior. 

EY's Fraud Investigation & Dispute Services (FIDS) practice, in an effort to understand how 
companies in 11 major markets are deploying FDA tools, undertook its first-ever Global Forensic Data 
Analytics Survey. From November 2013 through January 2014, we interviewed more than 450 
executives responsible for their companies' anti-fraud programs. View a full copy of the survey. 

Through the survey, we endeavored to discover how companies are leveraging FDA to mine big data. 
The term big data is often used in the media, but what precisely does it mean, and how can we use it 
to fight fraud? For the purpose of this survey, we adopted Gartner Research's definition: "Big data is 
high-volume, high-velocity and high-variety information assets that demand cost-effective, innovative 
forms of information processing for enhanced insight and decision making." (See Gartner IT 
Glossary as of publication.) 

And we used FDA in the survey to refer to the ability to collect and use data both structured (e.g., 
general ledger or transaction data) and unstructured (e.g., email communications or free-text fields in 
databases) to identify potentially improper payments, patterns of behavior and trends. FDA can also 
include integrating continuous monitoring tools, analyzing data in real- or near-real time and enabling 
rapid response to prevent suspicious or fraudulent transactions. 

The survey found that those companies deploying advanced FDA tools across larger data sets 
provided better insights, which lead to more focused investigations, better root cause analysis and 
contributed to more effective fraud risk management. 

Of course, companies can deploy such tools against a wider variety of risks, including competitive 
practices, insider trading or tax controversies. However, for our study, we focused on fraud, bribery 
and corruption as the risks that management and boards discuss. 

Our findings suggest that while companies may be doing some forms of FDA, many are missing 
important opportunities to leverage more sophisticated anti-fraud tools. 

Advanced technologies that incorporate data visualization, statistical analysis and text-mining 
concepts, as compared to spreadsheets or relational database tools, can be applied to massive data 
sets from disparate sources. 

These technologies enable companies to ask new compliance questions of their data that they might 
not have been able to ask previously. Fraud examiners can establish important trends in business 
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conduct or identify suspect transactions among millions of records rather than having to rely on 
smaller samplings that could miss important transactions. 

Senior executives and board members, many of whom are already benefiting from less sophisticated 
FDA efforts, should be interested in the survey results and case studies. We hope that this survey 
contributes to meaningful conversations within your organization, particularly within the finance, 
internal audit, compliance and legal functions. Thanks to all the respondents and business leaders for 
their contributions, observations and insights. 

Source:  http://www.acfe.com/ 

 

Activity 11 

Name at least four trends that Pharminc used to identify suspicious or fraudulent 

activities.             (4) 

 

 

 

 

 

 

 

 

 

 

Activity 12 

Give suggestions on how these trends can be incorporated within your organization 

to actively report on any suspicious transactions.     (4) 
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Section 5: 12 marks 

(Not related to the article) 

Activity 13 

Suggest two control mechanisms that could be used to manage fraud for the 

following entities:                   (3 x 2 = 6) 

 
Entities Control measures to manage fraud 
Policy Holder  

 
 
 
 
 
 

Insurer  
 
 
 
 
 
 

Employee  
 
 
 
 
 
 
 
 
 

 

Activity 14 

Complete the table below by identifying the risks that could occur if an organization 

does not have any control measures in place.     (3 x 2 = 6) 

 

Entity Risks 

Insurer  
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Policy Holder  

 

 

 

 

FSP / Broker  
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This unit standard replaces:  

US ID Unit Standard Title 
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NQF Level

NQF 
Level
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Replacement 
Status 

14318  
Describe the control of 
fraud in Long Term 
Insurance  

Level 4  
NQF 
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PURPOSE OF THE UNIT STANDARD  

This Unit Standard introduces the concept of fraud and its control in Long-term 
Insurance. It is intended for Long-term underwriters, claims assessors, 
intermediaries and learners in policy servicing, service centres, legal departments 
and new business. 
 
The qualifying learner is capable of: 
 
�  Describing fraud as it occurs in Long-term insurance. 
�  Explaining legal aspects relating to fraud in Long-term insurance. 
�  Describing internal processes around the investigation of fraud in Long-term 
insurance. 
�  Analysing trends and the impact of fraud in Long-term insurance. 
�  Explaining control mechanisms used to contain fraud in Long-term insurance.  

 
LEARNING ASSUMED TO BE IN PLACE AND RECOGNITION OF 
PRIOR LEARNING  

�  Communication at NQF Level 3. 
�  Mathematical Literacy at NQF Level 3. 
�  Computer Literacy at NQF Level 3.  

 
UNIT STANDARD RANGE  
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�  Parties who could commit fraud include employees, policyholders, 
brokers/intermediaries, fund managers and Trustees. 
�  Fraudulent activity could be identified in claims, reports, phone calls, private 
investigators, internal and external auditors, information received and other 
documents. 
�  Legislation governing fraud includes, where applicable: The Law of Evidence; 
the role of the Long-term Ombudsman; the Long-term Insurance Act and LOA 
codes; the Medical Schemes Act; Income Tax Act; Health Professionals' Act; Long-
term Insurance Act; Pharmacy Act; Law of Contract; Policy Holder Protection and 
FAIS legislation. 
�  The impact of fraud on Long-term insurance includes restrictions and policy 
fees. 
�  Measures to control fraud could include: Tracking names of applicants; public 
information from the Department of Home Affairs; tracking commission history 
and the S referencing of intermediaries. 
�  Insurance business includes, but is not limited to: Underwriting; claims 
assessing; policy servicing; pricing and sales.  

 
Specific Outcomes and Assessment Criteria:  

 
SPECIFIC OUTCOME 1  

Describe fraud as it occurs in Long-term insurance.  

 
ASSESSMENT CRITERIA  

 
ASSESSMENT CRITERION 1  

The concept of fraud is explained with authentic Long-term insurance examples.  
 

ASSESSMENT CRITERION 2  

Areas in the industry where fraud could be committed are identified for Long-term 
insurance and an indication is given of the parties who could be involved in fraud 
for each possible area.  

 
ASSESSMENT CRITERION 3  

Possible indicators of fraudulent activity are identified and an indication is given of 
further evidence required to substantiate fraud in each case.  

 
ASSESSMENT CRITERION 4  

A portfolio of evidence of fraud is collected for three case studies involving at least 
three different parties.  

 
SPECIFIC OUTCOME 2  

Explain legal aspects relating to fraud in Long-term insurance.  

 
ASSESSMENT CRITERIA  
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ASSESSMENT CRITERION 1  

Legislation governing fraud is identified as it applies in Long-term insurance.  
 

ASSESSMENT CRITERION 2  

The legal recourse available to Long-term insurers in cases of fraud is identified 
with authentic examples of each.  

 
ASSESSMENT CRITERION 3  

The consequences of committing insurance fraud are explained for at least three 
different parties.  

 
ASSESSMENT CRITERION 4  

The impact of fraud is explained in relation to the impact that it has on insurance 
business.  

 
SPECIFIC OUTCOME 3  

Describe internal processes around the investigation of fraud in Long-term 
insurance.  

 
ASSESSMENT CRITERIA  

 
ASSESSMENT CRITERION 1  

The internal policy relating to fraud is described for a particular Long-term insurer. 
 

ASSESSMENT CRITERION 2  

The procedure followed if fraud is suspected is explained with reference to a 
particular Long-term insurer.  

 
ASSESSMENT CRITERION 3  

The process followed in order to gather evidence and present a case is described 
with reference to a particular Long-term insurer.  

 
ASSESSMENT CRITERION 4  

Tools that are available for information management are described with reference to 
a particular Long-term insurer.  

 
ASSESSMENT CRITERION 5  

The importance of confidentiality in an assessment investigation is explained and an 
indication is given of the possible consequences if there is a breach of confidence.  

 
SPECIFIC OUTCOME 4  

Analyse trends and the impact of fraud in Long-term insurance.  
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ASSESSMENT CRITERIA  

 
ASSESSMENT CRITERION 1  

A case study of a data set is compiled and trends in the data are identified to provide 
a benchmark against which to measure suspicious incidences in own work 
situation.  

 
ASSESSMENT CRITERION 2  

Data is analysed to establish trends in statistics generated by a Long-term insurer.  
 

ASSESSMENT CRITERION 3  

A recommendation for possible corrective measures is made, based on an identified 
trend or suspicious incident.  

 
SPECIFIC OUTCOME 5  

Explain control mechanisms used to contain fraud in Long-term insurance.  

 
ASSESSMENT CRITERIA  

 
ASSESSMENT CRITERION 1  

Possible control measures that could be used to manage fraud are listed for at least 
three parties.  

 
ASSESSMENT CRITERION 2  

The risk if a Long-term insurer does not implement adequate control measures is 
explained with reference to the Long-term insurer, providers and policyholders.  

 
 

UNIT STANDARD ACCREDITATION AND MODERATION OPTIONS  

�  An individual wishing to be assessed (including through RPL) against this unit 
standard may apply to an assessment agency, assessor or provider institution 
accredited by the relevant ETQA or an ETQA that has a Memorandum of 
Understanding with the relevant ETQA. 
�  Anyone assessing a learner against this unit standard must be registered as an 
assessor with the relevant ETQA or with an ETQA that has a Memorandum of 
Understanding with the relevant ETQA. 
�  Any institution offering learning that will enable achievement of this unit 
standard or assessing this unit standard must be accredited as a provider with the 
relevant ETQA, or with an ETQA that has a Memorandum of Understanding with 
the relevant ETQA. 
�  Moderation of assessment will be conducted by the relevant ETQA according to 
the policies and guidelines for assessment and moderation of that ETQA, at its 
discretion, in terms of agreements reached about assessment and moderation 
between various ETQAs (including professional bodies).  
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UNIT STANDARD ESSENTIAL EMBEDDED KNOWLEDGE  

N/A  
 

UNIT STANDARD DEVELOPMENTAL OUTCOME  

N/A  
 

UNIT STANDARD LINKAGES  

N/A  
 
 

Critical Cross-field Outcomes (CCFO):  
 

UNIT STANDARD CCFO IDENTIFYING  

Learners are able to identify and solve problems in recommending possible 
corrective measures when suspicious incidences or trends are identified.  

 
UNIT STANDARD CCFO COLLECTING  

Learners are able to collect, organise and critically evaluate information in 
gathering evidence and presenting a case and to describe the control of fraud in 
Long-term insurance.  

 
UNIT STANDARD CCFO COMMUNICATING  

Learners are able to communicate effectively in explaining concepts and the 
consequences of fraud and presenting a portfolio of evidence.  

 
UNIT STANDARD CCFO SCIENCE  

Learners are able to use science and technology effectively and critically showing 
responsibility towards the environment and the health of others in using a computer 
system to manage fraud.  

 
UNIT STANDARD CCFO DEMONSTRATING  

Learners are able to demonstrate an understanding of the world as a set of related 
systems by recognising that problem-solving contexts do not exist in isolation in 
understanding the effect of fraud in Long-term insurance on different parties.  

 
 

 

All qualifications and part qualifications registered on the National Qualifications Framework are 
 public property. Thus the only payment that can be made for them is for service and reproduction.  
It is illegal to sell this material for profit. If the material is reproduced or quoted, the South African 
 Qualifications Authority (SAQA) should be acknowledged as the source. 

 


