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	Question 1
i. Fraud risk factors are events or conditions that indicate pressures to perpetrate fraud, opportunities to carry out the fraud or attitudes to justify a fraudulent action. They often are present in circumstances where fraud exists. Fraud risk factors do not ordinarily indicate the existence of fraud but, these are factors whose presence indicates that the risk of fraud is high and whose presence often have been observed in circumstances where fraud have occurred.

ii. Control measures are usually designed to mitigate the risk of corruption or fraud because it is very difficult detect and stop corruption. Organizations adopt different mechanisms which will  include but not limited to the following:
· Frequent rotation of employee through different assignments
· Establishing hotlines to enable aggrieved customers or stakeholders to complain should they be approached by employees seeking bribes
· Implementation of total disclosure policy where employees disclose conflicts of interests , receipts of gifts etc. 
· Transparency and integrity in the bidding process involved in procurement especial capex issues.
· Expenditure trends to be analyzed and reasons for significant changes examined and explanation sort.
iii. Analytical procedures are useful, by assisting in planning the nature, timing and the extent of other audit procedures. It also points the auditor’s attention to areas requiring special investigation. They help us to evaluate the account balances and in obtaining audit evidence. Analytic procedures assist in the evaluation of whether audit conclusions were arrived at correctly or not.

iv. Fraudsters normal have quite a number of rationalizations for what tempt them to commit fraud. Some of the common rationalizations are as follows:
a) The company will make more money or is making lots of money and no one will ever notice the missing money
b) This month’s fabricated accounting entry can be reversed by a counter-entry next month; therefore it is not exactly fraud and no loss will be incurred. 
c) Am poorly remunerated and I may be fired soon. So fraud then will make up for the benefits that were due to me and the company is eliminating. 
d) Management itself is involved in dubious transactions in order to and maintains aggressive accounting policies.
e) The people who have been rewarded with promotions have disregarded the means of achieving objectives and have focused only on the attainment of organizational goals
f) Risk takers achieve more that those who are risk averse
v. The following important points are to be considered when evaluating fraud risk factors
· The environment in which the business operates
· The business entity’s structure and culture
· The business’s internal controls
vi. The main analytic procedures used in audit process can be classified into three categories according to their purpose. These are:
· Primary Analytic procedures
They provide insights into the company and point out high risk areas in order to determine the nature, timing and extent of audit procedures
· Functional Analytic procedures
      Used to evaluate account balances and in obtaining audit evidence.
· Concluding Analytic procedures
Used in the final assessment of the financial statements and consider whether audit conclusions are correct or not

Question 2
Normally fraudulent behavior develop over time and after people have studied the organization, its systems and saw opportunities to commit fraud. This cuts across the board from management and/or other staff members. An opportunity must exist to commit fraud and the fraudster must believe that fraud can be committed with impunity.

When such opportunities arise those who might not otherwise be inclined to behave dishonestly may be tempted to do so. Individuals under pressure and susceptible to incentives to perpetrate a fraud are not a grave threat to an organization unless opportunities exists for them to act on their need. Some of the opportunities that encourage management or other staff to commit fraud include the absence or ineffective controls, lack of supervision or inadequate segregation of duties. Opportunities may also be inherent in the nature, size or structure of the business and certain types of transactions lend themselves more than others to falsifications or manipulation, so do certain kinds of balances or accounts. Certain organizational structures and assets are more prone to fraud than others.
Some of the circumstances that create opportunities to commit fraud are:

1. The nature of the industry and the business, the kind of business transactions and the manner in which records and accounts are maintained.
2. The way in which a business interacts with its customers and suppliers, and its position in the market. For example, if a business dictates its terms and dominates the market, it may be prone to inappropriate transactions.
3. The extent of deliberation and judgments that goes into determining income and expenditure levels and the valuation of assets and liabilities.


 Question 3

The following are some of the questions the auditor should ask the management:
1. Do management have knowledge of any fraud or suspected fraud affecting the entity?
2. Whether management is aware of allegations of fraud or suspected fraud affecting the entity, for example, received in communications from employees, former employees, analysts, regulators, etc.
3. What is management's understanding about the risks of fraud in the entity, including any specific fraud risks the entity has identified or account balances or classes of transactions for which a risk of fraud may be likely to exist?
4. Programs and controls the entity has established to mitigate specific fraud risks the entity has identified, or that otherwise help to prevent, deter, and detect fraud, and how management monitors those programs and controls. For examples of programs and controls an entity may implement to prevent, deter, and detect fraud.
5. For an entity with multiple locations, (a) what is the nature and extent of monitoring of operating locations or business segments? and (b) whether there are particular operating locations or business segments for which a risk of fraud may be more likely to exist
6. Whether and how management communicates to employees its views on business practices and ethical behavior
7. The inquiries of management also should include whether management has reported to those charged with governance on how the entity’s internal control serves to prevent, deter, or detect material misstatements due to fraud. 
8. Has there been any request to the management or anyone else in the company to alter or withhold information, and to make fictitious transactions or accounting entries?

Case Study

1. The type of evidence the expert would have gathered is either:
i. Direct evidence: is evidence that tends to prove a fact directly – for example, a statement from an eyewitness or a confession by the subject. Direct evidence is usually considered to be the strongest method of proof.
ii. Circumstantial Evidence: is direct evidence of a fact from which a person may reasonably infer the existence or nonexistence of another fact.

2. In gathering evidence , the forensic expert would have used the following documents:
I. The accused written statements as to where he got the funds to create his portfolio and support his family’s lifestyle
II. [bookmark: _GoBack]The pay slips from the employee to ascertain how much the accused was or is being paid.
III. Witness statements. 
a. These include all the persons who paid or offered him money to start buying equity. 
b. Statements from his investment advisors or client liaison officers who dealt with his investments and were offering advice on the best investment options.
c. Statement from some family members including spouse and close friends as to their knowledge about how the accused got the funds
IV. Bank Statement. These are to ascertain the deposits and transfers that were taking places. Deposits will be for income received from investments, salaries and other incomes. This will also eliminate all potential sources of income from questionable sources, if any. Bank statement will show the depositor(s), the amounts deposited, when the deposits were made and in some cases the reason for the payments/deposits.
V. Investment Statements. This will show the investment patterns, amounts invested and the yields from those investments. 
VI. Agreements of sale for other purchased and sold properties.
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