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i. Fraud risk assessment depends on the time frame, entity, efficacy of internal controls .The nature of business organization is in, environment in which an organization operates. Effectiveness of its internal controls and also the ethics and values of the company and people within it are all factors to which risk assessment depends. Fraud risk assessment depends largely on the investigator’s knowledge of fraud concepts, which are the fraud triangle, fraud indicators, fraud schemes and accounting information systems and an understanding of the fraud environment.

ii. The main concepts of risk assessment are probability and impact. Probability is the likelihood of an event occurring while impact is the magnitude of the event. These factors can be considered on different levels such as entity, behavioral, products and services, geography, controls and computerized systems.

iii. Internal factor that should be considered for fraud risk assessment :-

· Absence of a culture that encourages honesty.
· Inability to set and communicate performance standards and standards for personal conduct.
· Inadequate legal ethical, fraud detection and security related training.
·  Absence of company policy regarding sanctions for financial crime and breach of security.
· Failure to provide counsel or take action against unsatisfactory levels of performance or questionable personal behavior that violates organizational principles.
· Lack of clarity in job roles, accountability, duties and responsibilities.

iv. Inherent risk is a risk that is present before management action. There is an inherent risk that the employee in charge of receiving customer payments at a small company might embezzle incoming cash. Inherent risk can be expressed as a percentage form or high, medium or low risk. A number of factors need to be considered while measuring this risk including industry, strategy, organizational structure and market volatility.

v. Residual risk is the risks that remain after management action or the risk remaining after being mitigated by internal controls. There are two possible responses to residual risk: no response or action to take further preventive measures. 

2.      Fraud risk assessment check list for a hotel business.

	Item
	YES
	No 
	N/A
	Ref

	As per organizational policy are frauds reported to the authorities and do they press charges.
Are there enough accounting and financial or information technology staff to meet the company’s requirements.is the existing staff effective ,and do they have appropriate training and skills?
Have there been any new accounting, statutory or regulatory requirements issued that could impair the financial stability or profitability of the company?
What is the nature of the relationship with the current or predecessor auditor?
Are proper internal controls established and maintained?
Are the duties related to authorization, custody of assets, and recording or reporting of transactions segregated?
Does the company have an internal audit function?
Does the company have written accounting policies and procedures?
	
	
	
	



All questions answered with “No” require investigation and follow up, with their results documented.
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