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Question 1

i. Explain the term "fraud risk factor ?
   
There are many fraud risk categories that auditors estimated when evaluating the 
risk of fraud SAS no 99has divided these fraud risk categories into 3 main type fraud risk factors coronate with fraudulent financial reporting namely, industry, administration and functionalfeatures , together with financial stability.

ii.  What control mechanism could be adopted against corruption?

1. Formation of hotline and ensuring that seller are aware of it and willing to used if      any worker approach them looking for bribe.
2. Reliability in assets obtaining bidding process.
3. Strong enforcement policy on exposing conflict of interest, comprising 
    acceptance of gifts and privileges of buyer.
4. Replacement of employees through various dealers assignment.
5. As a way of preventing the criminal from telling the partner, about the lower 
    Bidding competitor, the usage of private fax machines whereby bids mandatory 
    to be submitted to individuals other than those are requesting the bids.

iii. Outline the main benefits of using analytic procedure in audit process?

1. Valuation of the entity's capability to continue as on going concern.
2. Signs of the possible presences of mistakes in financial statements.
3. Inference for auditing testing and procedure.

iv. What are the common rationalization for a fraudster which tempt him to commit fraud?

1.  It is just a short term.
2.  No one is offended and company is benefited.
3.  The management does not pay attention.
4.  Management take part in, expect and reward this kind of behavior.
5.  I earn this.
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V.  Outline the important point to be considered when evaluating fraud risk factors.

 1.  Administration features.
 2.  Functional features and financial steadiness.
 3.  Industry features.
 4.  Competence of control.
 5.  Vulnerability of assts misuse.
Vi.  Analytic procedure are used throughout the audit process for three primary  purposes what are they?
1.  Primary analytic measures.
2.  Functional analytic measures.
3.  Concluding analytic measures.
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Question 2

Circumstances may exist that create opportunities for management or other staff to 
commit fraud : Discuss

When kind of opportunities occur , those  who might be motivated to behave 
dishonestly may used opportunity.  People those are under pressure are likely to 
accomplish fraud but they are not dangerous to an organization except when the
 possibility exist for them to act on their need. Probability of committing fraud must be
 present, and the fraudster must believe that the fraud can be accomplished with higher grade. Lack of command, unsuccessful of internal control or inadequate assignment of responsibilities may encourage such chances. 

Possibilities may also be inherent in the type, size, or structure of the business. Some 
kind of transactions provide more opportunities than others for misrepresentation or 
manipulation, as do certain type of balances or accounts. There are certain corporate 
and group structure that may be more vulnerable and susceptible to abuse, while some 
type of assets are more likely to be misused. Risk factor that shows the opportunities 
that could lead to material misstatement as a result  of  falsified financial reporting 
comprise.
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Question 3

SASA 99 suggests that key sources of the identification of fraud risk factor are inquiries of management in this context which type of question an auditor should ask the management ?

1.  Does the management have knowledge of any fraud, whether related to economic 
      reporting or to asset could result in a material misrepresentation of the entity's 
      financial statements?
2.  Irrespective of materiality, does the organization have knowledge of any supposed, 
     committed or suspected fraud?
3.  Has the management received any letter or communication about the fraud from? 
     employee, former worker, predictors, short sellers, or other concerned parties?
4.  What is management 's perception  of the risk of fraud in the company?
5.  Is there any accounts of balance or class of fraud risk the company has identified?
6.  What programs and controls have be established by the management to reduce 
     specific recognized fraud risk or to help prevent, discourage, and detect fraud of 
     other type?
7.  How does management monitor those programs or control?
8.  How does management communicate its views on business practice and ethical 
     conducts?
9.  How does management display its conducts to be consistent with its view?
10.  What procedure are in place to monitor the operative location or business sections?
11.  Are the any particular secondary location or business segments in which the risk of fraud is more likely to happen?
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Case study answers

Answer 1

1.  Confirmation evidence
2.  Analytical procedures evidence
3.  Documentation evidence
4.  Inquiries of client
5.  Recalculation

Answer 2

1. Statement on Auditing Standards (SAS 99 )
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