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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Please insert your completed assignment ( in word format)  here:

1. Give short answers for the following questions:

i. Outline the factors on which fraud risk assessment depends.

Fraud risk assessment depends on the investigator’s knowledge of fraud concepts such as fraud triangle, fraud indicators, fraud schemes, and accounting information system, and an understanding of fraud environment, which includes timeframes, entity, and efficacy of internal controls.
 
ii. What are the main concepts about risk assessment?

Risk assessment factors can be considered on the different levels such as the entity, behavioral, products and services, accounting and business processes, division, geography, controls, computerized systems, etc. Usually factors are initially considered on the entity level because fraud, embezzlement, or theft can only be successful when the combination of the executives and employees personalities, working environment, organizational culture, and internal controls. After the process is initiated, different perspective such as the ability of the management to incorporate the risk management practices should also be examined.


iii. What are the internal factors that should be considered for fraud risk assessment?

Internal factors that contributes to the increased of fraud, and embezzlement are lack of monitoring activities and inadequate controls such as:

1- Absence of a culture that encourages honesty.
2- Inability to set and communicate performance standards and standards of personal conduct.
3- Failure to provide council or take action against unsatisfactory levels of performance or questionable personal behavior that violets organization principle.
4-Inadeque legal, ethical, fraud detection, and security related training.
5-lack of clarity in job roles, accountability, and duties and responsibilities.

iv- What is ‘inherent risk’?

Inherent risk associated with a fraud scheme determined by the team of the entity or particular business process, it can be expressed in percentage form or simply as high, medium, low risk. A number of factors should be considered while measuring this risk including industry, strategy, organizational structure, and market volatility.

V .Define the term ‘residual risk’

Residual risk can be simply calculated by subtracting the level of internal controls being used to mitigate risk from the inherent risk. There are two possible responses to residual risk: no response as it is accepted, or action to take further preventive measures such as purchasing insurance in order to mitigate residual risk, in either case the response should be documented and tracked in order to determine the ability of the organization’s ability to measure and manage risk. 


 Prepare a fraud - risk assessment check list for any business of your choice

	Fraud scheme
	Inherent risk
	Controls assessment 
	Residual risk
	Payroll 
	Red flags

	General antifraud
	
	
	
	
	

	Fraudulent statements
	
	
	
	
	

	Financial
	
	
	
	
	

	Fictitious revenue 
	
	
	
	
	

	Timing difference 
	
	
	
	
	

	Overstate revenue
	
	
	
	
	

	Improper asset valuation
	
	
	
	
	

	Asset/ revenue understated
	
	
	
	
	

	Improper disclosures 
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