[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Chanda chilekwa

	Student Number:
	1669

	Course:
	Diploma in forensic accountant

	Assignment NO:
	9



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. 
	Please insert your completed assignment ( in word format)  here:
























 
Page 1                                               Student name: Chanda chilekwa 
                                                          Student ID No: 1669
                                                          Assignments#: 9
Q1 Findings vary and it is difficult to obtain a complete picture as to the full extent of the issues, but these surveys all indicate that fraud is prevalent within organisations and remains a serious and costly problem for virtually every type of organisation in every part of the world. The risks of fraud may only be increasing, as we see growing globalisation, more competitive markets, rapid development in technology and periods of economic difficulty. There is wealth of surveys and research which demonstrate the extent and the factors of corporate fraud.
Typical findings are that: 
. Organisation may be losing as much of 5% of their annual revenues as a result of fraud
. Small organisation are disproportionately affected by fraud
. Anti-fraud controls help to reduce the cost and duration of frauds
. High percentage of fraud are committed by senior management and executives Fraudsters often work in the finance function 
. Fraud losses are not restricted to a particular sector
. The prevalence of fraud is increasing in emerging markets
. The threat of fraud is evolving and organisations which actively manage fraud risk stand to benefit.
Despite the serious risk that fraud present to business, many organisations still do not have formal systems procedures in place to prevent, detect and respond to fraud. While no system is completely fool roof, there are steps which can be taken to deter fraud and make it much less attractive to commit.
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Q1 (ii) risk assessment are conducted to assess the negative influences and potential losses related to a prospective goal or decision. The main practical purpose of risk assessment is to provide information, which can then be to manage identified potential risks to avoid their occurrences or minimise their influence. To date, the risk assessments have primarily been applied to finance, environmental pollution and employment. Risk assessment has been applied only in a limited manner in the fields of medical treatment and nursing. Literature on risk assessment lack analysis that is systematic and complete. This article applies the methodology of walker and Avant (2005) to analysis the concepts of risk assessment. Steps include a review of the literature on conceptual definitions of assessment, determining the defining attributes of assessment, model construction, defining parameters and related cases, and identifying antecedents and consequences. Once completed empirical references of risk assessment were explored. The authors hope that this analysis can assist nursing stuff to gain a better understanding of risk assessment concepts in order to apply knowledge gained to clinical practice. As such, nursing stuff will be able to apply concepts of risk assessment to identifying risk, control risk, and reduce the occurrences and losses of accidents. The risk assessment is the determination of qualitative or quantities estimate of risk related to a well-defined situation and a recognized threat also called hazard. Quantitative requires calculations of two components of risk (R): the magnitude of the potential loss (L) and the probability (p) that the loss will occur. Accepted risk is a risk that is understood and tolerated usually because the cost or difficult of implementing an effective countermeasure for the associated vulnerability exceeds the expectation of loss.   
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Q1 (iii) internal factors that contribute to the increased probability of fraud and embezzlement are lack of monitoring activities and inadequate controls such as: 
. Absence of a culture 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 behaviour that violates organisational principles. 
. Lack of clarity in job roles, accountability, duties and responsibilities. Irregular audits, inspections and follow through to monitor compliance with organisational goals, policies, procedures, priorities and government regulations due to which there is a general lack of accountabilities in keys positions.
Risk assessment should also consider fraud schemes that have the probability of occurring while guiding the anti-fraud program. For example in financial statement fraud, executives have a higher probability of being involved, and in asset misappropriation and corruption a trusted employee is more to be involved. Corruption cases may also involve outsiders who collude with fraudsters working for the entity. It is important during risk assessment to take these individuals into account and take counter measures to detect fraud. 
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Q1 (iv) inherent risk is the risk posed by an error or omission in a financial statement due to a factor other than a failure of control. In a financial audit, inherent risk is most likely to occur when transactions are complex, or in situations that require a high degree of judgment in regards to financial estimates. This type of risk represents a worst case scenario because all controls have failed.
Inherent risk is the one of the risks auditors must look for when reviewing financial statement, along with control risk and detection risk. When conducting an audit the auditor will try to gain an understanding of the nature of the business while examining control risks and inherent risks. If inherent and controls risks are considered to be high, an auditor can set the detection risk to a lower level to keep the overall audit risk at a reasonable level.
Companies operating in highly regulated sectors, such as the financial sector, are more likely to have higher inherent risk, especially if the company does not have an audit department or has an audit department without an oversight committee with a financial background. The ultimate risk posed to the company also depends on the financial exposure created by the inherent risk if the process for accounting for the exposure fails. Complex financial transaction, such as those undertaken in the years leading up to the financial crisis of 2007-2008 can be difficult for even the cleverest financial professional to understand.
Asset-backed securities, such as collateralized debt obligations (CDOs), became difficult to account for as tranches of varying qualities were repacked again and again. This complexity may make the correct opinion, which in turn can lead investors to consider a company to be more or less financially stable than it actually is. 
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Q1(v) the residual risk is the risk or danger of action or an event, a method or a technical process  that, although being abreast with science, still conceives these dangers, even if all theoretically possible safety measures would be applied scientifically conceivable measures. The frequency with which this question comes up in discussion forums makes it clear that the term residual risk is still misunderstood by many professionals. 
We can therefore assume that executive managers and directors are at least as confused, or perhaps they are simply not aware that different stages of risk evaluation exist at all. I won’t get into a discussion about the definition of the word risk. Interesting as it may be, the definition of risk has been extensively discussed over the last year and so I will settle for each and every person’s own perception of what risk is. That way I can focus on the significance of the word residual when applied to the risk context. 
Residual risk is defined in ISO 27001 and ISO 31000 as the risk remaining after risk treatment. COSO’s enterprise risk management integrated framework (2004) says it is the risk remaining after management’s response to the risk. The COSO integrated internal control framework (2013) defines it in the context of objectives as the risk to the achievement of objectives that remains after management’s response have been developed and implemented’. These are current to official definitions although I myself, being a bit of a control freak, prefer to leave objectives out on this occasion. The residual risk is the modified risk after internal controls have been implemented and monitored and the effect of their findings considered. Having defined residual risk, let’s take a look at what we have before we modify it. I like to call this the evaluation risk, because it is the level of risk following evaluation by someone suitably qualified for such a task.
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Q2 Client-----------------------
     Period----------------------
Purpose: completion of general purpose CIS checklist should be considered an audit. Where a more detailed review of the IT control environment is required the CIS checklist may be modified accordingly. This checklist assists in evaluating whether general level controls are satisfactory.
Preparing and staffing: there may be management IT specialist in the entity. The auditor shall evaluate his status and role in the entity and evaluate relevance and effectiveness of his work. However, a computer audit specialist might be considered, for example on new engagements, client undergoing IT expansion or development, or in case of complex IT environment. The answers to the questions on this worksheet would usually be determined by observation and injury, based primarily discussions with the client’s IT staff. Questions: the checklist divided into seven sections (a to g), consisting of generic questions applicable to most of the computing environments. Each section is headed by a control objective. Supporting questions provide information to assist the auditors in assessing the stated objectives. For most of the supporting questions, there is a consider providing the reviewer with issues to think about when answering the questions.
CIS Checklist: the questions are designed as an aid to evaluating the IT control environment the auditor will usually describe the relevant controls features in narratives in the comments/WP Ref.colum cross reference to supporting working papers as necessary. Additional information that the auditor may request from management for the purpose of the audit.
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