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1. (i)  Explain the term ‘fraud risk factors’.
Fraud risk factor is an event or conditions that indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Example of fraud risk factor that relate to fraudulent financial reporting is operating losses making the threat of bankruptcy, foreclosure or hostile takeover imminent.

(ii) What control mechanisms could be adopted against corruption? 
 Corruption is the misuse of entrusted power for private gain example embezzlement. Controls mechanisms that could be adopted against corruption are: 
1) Reliability in the asset obtaining bidding processes
2) Replacement of employees through various dealer assignments
3) Formation of hotline and ensuring that sellers are aware of the hotline
4) A strong enforced policy on exposing conflicts of interest
5) Analytical measures and data withdrawal.

(iii) Outline the main benefits of using analytical procedure in audit process
The main benefits are:
1) Preliminary analytical procedures assist the auditor to determine the nature, timing and extent of other auditing procedure.
2) Substantive analytical procedure is used to obtain audit evidence about 

particular assertions related to accounts balances or class of transactions.
3) Final analytical procedure is an overall review of the financial information 
in the final review stage of the audit.

(iv) What are the common rationalizations for a fraudster which tempt him to commit fraud?
Common rationalization used by fraudster are; it just short term , I was only barrowing the money, If I change the record this month and reverse it the other month it will be cleared, management does not pay attention they don’t really implement internal controls, management only approved certain transaction for the purpose of meeting and it was not significant to the company and I am being paid less than the market rate for my duties.

[bookmark: _GoBack](v) Outline the important points to be considered when evaluating fraud risk factors.
i. The inherent risk of the organization
ii. The control risks
iii. The detections risk

(vi) Analytical procedure are used throughout the audit process for three primary purposes. What are they?

Primary analytical measures are used to develop knowledge about the company and direct attention to high risk area of audit procedures such as the nature, timing and extent.
Functional analytic measures are used to get audit evidence to evaluate account balances.
Concluding analytic measures are used to assess the respectability of audit assessment of the demonstration of the financial statement.



'2.   Circumstances may exist that create opportunities for management or other staff to commit fraud. Discuss
Possibilities may exist that create opportunities for management or other staff to commit fraud such as absent or unsuccessful controls, lack of command, inadequate assignment of responsibilities, or inherent risk such as the type, or 
size or structure of the business. Certain transactions provide more opportunities than other for misrepresentation or manipulation.
Risk factor that indicate opportunities are elements related to the type of industry, the nature of the industry, the extent of judgment involved and the extend and efficiency of monitoring of senior management by independent corporate governance such as non executive directors and audit committee and the general environment.   

3. SAS 99 suggest that the sources for the identification of fraud risk are inquires of management' in this context which type of questions can auditor should ask the management?
 These are the most significant queries the auditor may discuss with management before the beginning of an audit:
i. Does management aware of any fraud or any allegations of fraud, errors, or other irregularities during the period.
ii. Management views an fraud risks including; assessment process of identify and respond, including relevant controls and monitoring of those controls, result of the process, accounts, classes of transactions or disclosures where fraud risk were identify.
iii. Does management received any tips or complaints about fraud from employees, former worker, or other concerned parties.
iv. What program and controls have been established by management to reduce specific recognized fraud risks, or help prevent and detect frauds.
v. How does management communicate to those charge with governance 
regarding business risk such as fraud.
vi. Has anyone advised a member of the organization or others with the company to hold back information from the auditors.

Case study
'1.  Evidence that the expert would have gathered are:
i. Proof for source of income 
ii. Expenditure summary to analyze life style lived by him and his family.
iii. Verification of the authenticity of the buyers and sellers of the properties
'2. Document could have helped the expert are:
i. Valuation report for the properties
ii. Sales invoices
iii. Bank statement for all his accounts 
iv. Credit Card Statements
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