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	I. Fraud risk factors: This are factors that make it more likely that fraud will occur or is occurring in a business. These fraud risk factors include:
Nature of Items
· Size and value. If items that can be stolen are of high value in proportion to their size (such as diamonds), it is less risky to remove them from the premises. This is a particularly critical item if it is easy for employees to do so.

· Ease of resale. If there is a ready market for the resale of stolen goods (such as for most types of consumer electronics), this presents an increased temptation to engage in fraud.

· Cash. If there is a large amount of bills and coins on hand, or cash in bank accounts, there is a very high risk of fraud. At a local level, a large balance in a petty cash box presents a considerable temptation.

Nature of Control Environment
· Separation of duties. The risk of fraud declines dramatically if multiple employees are involved in different phases of a transaction, since fraud requires the collusion of at least two people. Thus, poorly-defined job descriptions and approval processes present a clear opportunity for fraud.

· Safeguards. When assets are physically protected, they are much less likely to be stolen. This can involve fencing around the inventory storage area, a locked bin for maintenance supplies and tools, security guard stations, an employee badge system, and similar solutions.

· Documentation. When there is no physical or electronic record of a transaction, employees can be reasonably assured of not being caught, and so are more inclined to engage in fraud. This is also the case if there is documentation, but the records can be easily modified.

· Time off. When a business requires its employees to take the full amount of allocated time off, this keeps them from continuing to hide ongoing cases of fraud, and so is a natural deterrent.
Pressure

· Level of dissatisfaction. 

· Expectations. 

· Guarantees. 

II. Control mechanisms which could be adopted against corruption-this are controls which can be put in place to prevent/control corruptions, some of them are as follows.
· Separation of duties. The risk of fraud declines dramatically if multiple employees are involved in different phases of a transaction, since fraud requires the collusion of at least two people.

· Safeguards. When assets are physically protected, they are much less likely to be stolen.

· Documentation. When there is no physical or electronic record of a transaction, employees can be reasonably assured of not being caught, and so are more inclined to engage in fraud.
· Having an effective control structure is probably the single most important step organizations can take to prevent and detect employee fraud. There are three components in a company’s control structure (1) the control environment, (2) the accounting system, and (3) control procedures or activities..

· Personnel signing anti-fraud/corruption declaration 

· Personnel signing conflict of interest form to protect staff engaging on corruption activities

III. Benefits of using analytical procedures in audit process

Analytical procedures refers to the analysis of significant ratios and trends including the resulting investigation of fluctuations and relationships that are inconsistent with other relevant information or which deviate from predicted amounts.
Nature of analytical procedures
T h e s e  m a y  b e  a c h i e v e d  t h r o u g h  t h e consideration of comparisons of the entity’s financial information with, for example: • Comparable information for prior periods • The entity’s anticipated results • Similar industry information. When performing analytical procedures, the auditors examine both financial data and nonfinancial data, such as the number of employees. Before starting their analytical procedures, auditors estimate the expected value (of the ratio/ trend/ account balance/ transaction, etc.) before calculating the actual value so as to avoid the actual value being biased for the auditor’s estimate of the expected value. The expected results are estimated based on preliminary discussions with the clients. After having performed their analytical procedures, the auditors then compare the actual results with those expected and look for reasons for any significant variations. Unexplained variations may indicate a misstatement in
Benefit of analytical procedures
Analytical procedures cost the least because of the relative ease of making calculations and comparisons. It is quite often easier for auditors to obtain considerable information about potential misstatements by simply comparing two or three numbers. Tests of controls are low cost because auditors simply make inquiries and observations and examine the evidence of the performance of controls, such as initials on documents. These tests can be done on a large number of items within a short period of time. However,

IV. Common rationalizations for a fraudster which tempt him to commit fraud.
Nearly every fraud involves rationalization. Most perpetrators are first-time offenders who would not commit other crimes. Rationalizing helps them hide from the dishonesty of their acts. Here are some common rationalizations used by fraudsters:

· The organization owes it to me.

· I am only borrowing the money—I will pay it back.
· Nobody will get hurt.
· I deserve more.

· It’s for a good purpose.

· We’ll fix the books as soon as we get over this financial difficulty.

· Something has to be sacrificed—my integrity or my reputation. (If I don’t embezzle to cover my inability to pay, people will know I can’t meet my obligations and

· That will be embarrassing because I’m a professional.)
V. Important points to consider when evaluating fraud risk factors

The auditor should evaluate whether the information gathered from the risk assessment procedures indicates that one or more fraud risk factors are present and should be taken into account in identifying and assessing fraud risks. Fraud risk factors are events or conditions that indicate (1) an incentive or pressure to perpetrate fraud, (2) an opportunity to carry out the fraud, or (3) an attitude or rationalization that justifies the fraudulent action. Fraud risk factors do not necessarily indicate the existence of fraud; however, they often are present in circumstances in which fraud exists. Examples of fraud risk factors related to fraudulent financial reporting and misappropriation of assets

The audit should check the personnel financial problems and adverse interactions between the staff and the entity.

VI. Three analytical primary purposes for audit process are.
Primary analytic measures are used to develop knowledge about the company and to direct attention to high risk area.

Functional analytic measures are used to get audit evidence

Concluding analytic measures are used to assess the respectability of audit that was concluded

1. Circumstances may exist that create opportunities for management or other staff to commit fraud’. 

All crime is a combination of motive and opportunity . The opportunity to commit fraud is typically addressed through internal controls—if the proper checks and balances exist, it is more difficult (though still not impossible) to defraud an organization. 

To deter opportunity, divide responsibility. If one person controls both the books and the assets, the ability to commit fraud is limited only by that person’s imagination. But if another employee shares a task, it is less likely a perpetrator can succeed. Furthermore, if an employee needs help to defraud an organization, opportunity is greatly reduced. It is one thing to commit a fraud by yourself, quite another to ask someone to aid in your scheme. 

Internal controls are simply not enough to deter fraud.: First, controls are supposed to provide only reasonable assurance. Second, there are few controls that cannot be overridden or circumvented by people with sufficient motivation. 

Good employees turn to fraud can be distilled into at least two important concepts. Employees and executives who feel unfairly treated sometimes believe they can right the scales by committing occupational fraud and abuse. Workplace conditions are therefore a major risk factor in predicting fraud. Also, employees faced with embarrassing financial difficulties pose a significant problem.

I therefore conclude that if opportunities such as weak internal control, lack of segregation of duties and adverse relationship between employees and entity are addressed then the management or other staff  fraud can be minimized.

2. The auditor should ask the management the following questions
· Whether the management are aware of any fraud committed that could result in a material misrepresentation of the entity financial statement

· Whether the management are aware of any suspected fraud

· Whether the management has received any whistle blowing from the employees, customers or suppliers

· The perception of management pertaining to fraud

· Whether the entity have the controls and how they were being monitored and how regularly 

· Whether the management have risk assessment procedures

· The specific department where fraud is likely to occur

CASE STUDY

Types of evidence gathered by the expert for this report.

· Corroborating evidence-this is the evidence where the purchase and sale proceeds of the property are traced to the investment and no other income was introduced to support the purchases of other properties.

· All sales and purchases were supported by his bank statement

· Other evidence obtained from third parties such as from the bank.

Documents that could have helped the forensic expert in gathering evidence

· His personal bank statement.

· His immediate family members bank statement such as his wife and children.

· His company bank stements

· Properties sales agreement and other supporting documents

· Properties purchases agreement and other supporting documents

· Bank deposit slips for all his/relative bank accounts

· Cheque book counter foils for all his/relative bank accounts

· Third parties confirmation e.g banks, property seller and those he has sold properties to.

· Income obtain from property rent supporting documents

· Professional report such as valuation of the properties

· Analytical company data compared to forensic expert predictable result 
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