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I. Fraud risk factors consists of three categories which are:
- Management characteristics it relates to the way management carry out its process of fraud reporting, accounting principles, budgets and their relationship within themselves.
-Industry characteristics it means regulation of the economic and the business environment in where the entity operates.
-Operating characteristics and financial stability include the type of business and its operating systems which records financial transactions company’s interests.
II. Control mechanism that could be adopted are :
-Transparency and integrity in the bidding process involved in assets procurement.
-Frequent rotation of employees through different vendor assignment.
-Using private fax machines and requiring the bids to be submitted to named individuals other than those soliciting the bids to cub fraudsters informing their partners about lower bidding competitor.
-Establishing hotline to enable vendors to inform if approached with bribe.
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-Enforcing a strong policy on the total disclosure of conflicts of interests, receipts of gifts.etc.
-Corrupt schemes usually result in victim companies having to overpay for the goods and services.
III. The main benefits of using analytic procedure in audits are :
-Preliminary analytic procedures help in providing an insight into the company and point out high risk areas.
-Substantive analytic procedures are used in the evaluation of account balances and in obtaining audits evidence.
-Final analytic procedures carry out a final assess whether audit conclusions are correct or not.
	
IV. The common rationazations for a fraudster which tempt him to commit fraud are: directly linked to their moral values and personal circumstances.
-Ethical behavior is determined by personal character as well as certain external factors.
-Job insecurity originating from downsizing, a negative environment at work, limited promotions prospect.

V. The important points to be considered when evaluating fraud risk factors are :
-The environment in which the business operates.
-The business entity`s structure and culture.
-The internal controls.

VI. They are primary, functional and concluding.

1 Circumstances that create opportunities for management and employees to commit fraud include weak or ineffective controls, poor division of duties, and lack of supervision so that dishonest person takes this opportunity to deceive or commit fraud.
2 
Type of questions that an auditor should ask the management are as follows:
-How are the companies’ operating locations and other business segments monitored? Are there certain segments that are more prone to fraud?
-Is management aware of any alleged, suspected or perpetrated financial misstatement or asset misappropriation that might have resulted in material misstatement in the organization`s financial statements?
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-What are the risks of fraud according to management?
-What specific areas, transections or accounts has the management pointed out as being vulnerable to fraud and reasons behind this fraud risk?
-How are these programs and controls monitored and supervised?
-What are the management`s views on ethics and business morals and how are these views communicated to the employees?












CASE STUDY
1. I think the expert could have gathered documentary evidence to support his report as to convince the court that the man working as a cleaner but living beyond his means has not committed any offence even though he was remanded in prison without prove of possession of drugs that he was suspected of and even though signs of fraud like number of properties that man owns does not mean that he commits fraud it might be he inherited from his family which was well of. The records explained the sources of all the funds used to buy the properties seemed to be accepted by the courts


2. Documents which could have helped expert in his gathering his evidence are receipts of properties that the cleaner owned, bank statements and withdrawals slips of the cleaner.
Records that explained the sources of all the funds used to buy the properties.
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