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Q.1: Short Questions:

I. Fraud risk assessment depends on factors such as:

·  Fraud triangle

· Fraud indicators

· Fraud schemes
· Red flags

· Accounting information systems

· And an understanding of the fraud environment such as timeframe, entity and the efficacy of internal controls.
II.
The main concepts about risk assessment are probability which is the chance an event will occur and the impact which is the magnitude of the event if it occurs. Even though these concepts are simple, measuring and applying them is difficult.
III.
The internal factors that should be considered for fraud risk assessment are: 
· Failure to create an honest culture,
· Inability to set and communicate standards for performance and personal conduct,
· Inadequate company policy for sanctions on financial crimes and breach of security,
· Lack of clarity in job roles, duties and responsibilities, and accountability,
· Lack of timely or periodic audits, inspections and follow-through for compliance with company goals, objectives, laws and regulations, and the lack of accountability of key trusted personnel,
· Failure to take action when performance and personal conduct falls below acceptable standards or violates company guidelines and principles.
IV. 
Inherent risk is the risk to an organization in the absence of any actions management might take to alter the risk’s probability or impact. These risks are the result of the nature of the business, its strategy, and its environment in which it operates.
V. 
Residual risk is the threat that remains after management has responded to the other risks and management must decide whether the residual risk is within the organization’s risk appetite.
Q2.  
The risk management checklist that I have prepared below is for the company I work for. The company is a medium-size private, family-owned entity. It is a well-established entity, operating for over forty (40) years. The company has four (4) divisions. There is no internal auditor and no risk management committee per se but there is an annual audit each year.

            However, the Board ensures that proper measures are taken to safe guard against certain type of fraud, for example: theft, misappropriation of assets, and embezzlement. There is surveillance cameras located at strategic areas for added security. Most of the sensitive tasks are not segregated so some staff ends up doing similar or related tasks with adequate supervision. There have being quite a lot of fraud incidents lately which had quite an impact on the company financial statements. 
             I have answered the questions in the risk management checklist based on my knowledge of the company’s entire operations and the position I hold as the company accountant.
Yes

No

N/A

Ref

 Does the organization have an adequate level of

fraud awareness?
X
Are appropriate policies in place to minimize fraud 
risk?
X

Is it the organization’s policy to immediately dismiss any employee who is found to have committed a fraud?
X
Is it the organization’s policy to report all frauds to

the authorities and press charges?

X
For any and all frauds that the company

has experienced in the past, have the reasons that

led to the fraud been evaluated and corrective

action taken?

X
Is there follow-up and monitoring of corrective actions to ensure adherence so fraud incidents do not re-occur?
X
Yes
No
N/A
Ref
Does the organization have a corporate mission

statement, which includes as an objective good

corporate citizenship?
X
Does the organization have a written code of ethics

and business conduct?

X
Does the organization conduct ethical and security

training for new employees with periodic updates

for existing employees?

X
Does management set example by following the corporate mission statement, code of ethics and business conduct, and other organization policies, and do the

employees clearly see it doing so?

X
When hiring, does the organization, seek out individuals of high moral character?
X
For sensitive positions, are screening and/or testing procedures used for background checks?
X
Are fair mechanisms in place for dealing with

employee grievances?

X
Does the organization conduct exit interviews of departing employees?

X
Overall, does management exhibit an awareness of

fraud and its possible manifestations? Eg: employees who suddenly appear to be spending more than their income.
X
Does the organization have an adequate system

of internal controls? 
X
Has the need for fraud prevention been explicitly

considered in the design and maintenance of the

system of internal controls?

X
Does the organization have a policy and practice of

locking doors, desks, and cabinets after hours and

when unattended, for sensitive information like  personnel and payroll, checks and other accounting

documents?
X
Does the organization have a policy and practice

of using IDs and passwords for general computer

access?

X
Are there any additional surveillance systems for added security?

X
To an impartial observer, does the workplace

appear to have adequate access controls?

X
Does the organization have written and specific

job descriptions?

X
Do employees and managers adhere to them?

X
Yes

No

N/A

Ref

Does the company have an organization chart that

reflects this and is consistent with the employee job

descriptions?

X
Are incompatible duties segregated? eg
handling of valuable assets, especially cash and

related records
X
Is the purchasing function properly segregated? eg one individual cannot requisition goods or services, approve and make the related payment, and access accounts payable records?

X
Are sensitive duties duplicated? eg,

the double-signing of checks over a specified

amount?

X
Do job descriptions specify that annual vacations

must be taken?
X
Is there regular accounting reconciliations and analyses?

X
Bank reconciliations, for all accounts?

X
Accounts receivable reconciliations (month to

month, general ledger to subledger)?

X
Accounts payable reconciliations (month to month,

general ledger to subledger)?

X
Variance analysis of general ledger accounts

(budget to actual, current year versus prior year)?

X
Do supervisors and/or  managers review the

work of their subordinates? eg accounting

reconciliations
X
Where division of duties is not possible, is close supervision in place so as to compensate for the lack of segregation?

X
Is supervisory or management override prohibited,

and are others in the hierarchy alert to this situation

as a fraud red flag?

X

Is there an internal audit function?

X
Are external audits performed on a regular basis? 

X
Does management fully cooperate with external

auditors with respect to its work in general and

fraud matters in particular?
X
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