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1. (i) What are the factors on which fraud risk assessment depends?
The factor on which fraud risk assessment is done depends on the type of entity and its environment and internal controls in place. Some organizations are vulnerable to fraud such as embezzlement.

(ii) What are the main concepts of risk assessment? 
The main concept of fraud risk assessment are the fraud risk triangle; fraud indicators, fraud schemes and accounting information and understanding the entity environment.

(iii) What are the internal factors should be considered for fraud risk assessment?
Internal factors should be considered for fraud assessment are: 
i. Absence of a culture that encourage honesty
ii. Inability to set and communicate performance standards
iii. Inadequate fraud detection
iv. Failure of company procedure and policy manuals
v. Lack of clarity or no job roles and description
vi. Non or irregular 




(iv)What is ‘inherent risk’?
Inherent risks are risk presented before management action. For example a employee in charge of receiving customer payment at a small company might embezzle incoming cash. Controls such as segregation of duties can implement to mitigate this risk.

(v) Define the term ‘ residual risk’
Residual risk is the risk remaining after factoring the inherent risk rating and control effectiveness rating for each identified fraud risk.

‘2 Prepare a fraud risk assessment check list for any business of your choice.
Identify and Evaluate fraud risk factors:
a) [bookmark: _GoBack]Schedule interviews and develop approach
b) Identify fraud risk factors at the entity level, significant locations, significant accounts and business process level.
c) Consider whether each fraud risk factor indicates the existence of an incentive pressure, opportunity or attitudes or rationalizations.
d) For each identified fraud risk factor, identify the account balances and potential errors that may be affected and assess the fraud risks.

Identify possible fraud risk schemes:
a) Identify fraud risks and determine if the fraud risks are pervasive or specific.
b) Brainstorm specific fraud schemes that could result from the specific risks identified.
c) For each fraud scheme, identify internal and external parties who could be involved with reference to incentives or pressure, opportunities, attitudes & rationalizations.





Prioritize identified fraud risk:
a) Evaluate possible fraud schemes by:
· -Type
· -Likelihood
· -Significance
· -Pervasiveness
b) •Consider Inherent Risk Rating (IRR)

Evaluate whether existing controls exist and or effective:
a) Link fraud schemes to mitigating controls. Assess whether each mapped or linked control activity is preventative or detective in nature.
b) Evaluate the effectiveness of controls to determine if they sufficiently mitigate the risk of the identified fraud schemes (control gap analysis)
c) Evaluate the residual fraud risk

Risk treatment:
a) Prepare a Fraud Risk Action Plan to treat and mitigate fraud risk schemes requiring attention.
b) Implement Fraud Risk Action Plan.
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