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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 
	1.
i. ‘Fraud risk factors’ are factors that makes it likely for occurrence of fraud. However it does not mean fraud has occurred but just a signal that, there presence is a pointer for the forensic expert to cognisance of those risky areas and investigate to know if there is fraud occurrence or not and where there is non it helps to prevents all those loopholes. Fraud risk factors are categorised into three main type as (a) Management characteristics (b) Industry Characteristics (c) Operating characteristics and financial stability. Some of these factors are pressure on business to obtain capital, threat of takeover, possibility of bankruptcy, costly assets risk of stolen, asset easily convertible cash, heavy cash in hand, No time-off/leave, Presence of related party transaction, No proper documentation, and complexity of operation, lack of internal audit /weak internal control.

ii. (a) There should be a frequent rotation of employees from one sit to another or
        from one assignment to other.
  (b)  Creation of a hotline to allow secret complain about staff seeking bribe

  (c)  Strong policy of total disclosure of conflict of interest, ie receipt of gift

  (d)  Auditor should ensure proper examination of expenditure trend for increase or

        declining in trend.

 (e)   There should be transparency and integrity in the bidding process involved in

        procuments

(f)     Use of private fax machines and ensuring bids are submitted to neutral person.

iii. (a) It gives an insight into the organisation and the high risk area, to help

         determine nature, time and extent of audit procedure
   (b)  It helped to evaluate account balances and obtaining of audit evidence

   (c)   It helped in the final assessment of financial statements and assess whether

          audit conclusion s are correct or not

   (d)   It helps to ascertain the going concern of the organisation

   (e)   It reveals discrepancies between actual and expected performance, which

          could be errors or irregularities

   (f)    It also helped to know if there are no disparities as a result of detailed audit

          testing and procedures. 

iv. (a) supervisory of internal control  and punishment is not taking seriously

     (b) Company did not promote me despite my hard work

     (c) Feeling of job insecurity and meagre salary payment

     (d) Management themselves are involved in dubious transactions

     (e) No one will notice because the company will make more money

     (f)  Tough business environment

     (g)  Unrealistic Budget and lack of communication of expectation by

            management.        

v. (a) The Business environment-The business environment must be considered

          when evaluating fraud risk factors, The social, the political, technological and

          legal environment must be considered because no business operate in

          Vacuum

    (b)  Business Entity Structure-there is need to know the structure of   

          the organisation through organogram

    (c)  Organisation Culture-There also the cultural believe of the

          Organisation which need to be known so as to be able to form an opinion on 

          any issue.

    (d)   Internal Control System-The knowledge of the internal control will determine

           timing and extent of success in the assignment  

    (e)   And above all the presence and the effectiveness of mitigating factors that

           Reduce.

vi.  (a) Primary

      (b) Functional

      (c) Concluding

2.  Some people naturally do not want to steal but the circumstances at a particular

     time warranted them to steal. Where the internal control of an organisation is

     weak this create opportunity  for employee to take advantage. Also the nature

     and size of  a business provide an inherent opportunity to fraudsters. The type of  

     transaction and balances in the account may be vulnerable to manipulation. It is

     noteworthy to also know that certain organisational structures and assets are

     more prone to  fraud than other.

     Organisation should ensure that exorbitant cash transaction are discouraged

   , highly material assets should be well kept from where it will be too tempting. There should be proper segregation of duties

3. (a) What are the risks fraud in the organisation

    (b) What are the management’s views on ethics and business morals and how are

          these communicated to employee.

    (c)  What programs or internal control mechanisms has the management put 

          In place to mitigate the risk of specific fraud or deterred fraud. How are they 

          monitored and supervised.

     (d)  How are the company’s operating locations and other business segments

           monitored. Any segment prone to fraud?

(e)  What specific area transaction or account does the management think are prone

       to fraud and why? 

(f)    As there been any request to the management or anyone else to alter or 

       withhold information, or make fictitious transactions in the accounting entries

Case Study

i. Documentary Evidence

ii. (a) Letters of employment and confirmations
(b) Bank Statements

(c) Title documents/Certificate of occupancy

(d) The  Profile

(e) Evidences of all other source of income

(f) Share certificate

(g) Receipts

(h) Invoices 

(i) Any other documentary veidence
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