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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. The term fraud risk factors refers to the components which are involved when a fraud is or has been physically committed,  fraud usually occurs when the following three components are present,  1) when the member of staff/ manager is under a lot of  pressure and feels they do not earn enough money, given the amount of work, time and effort they put into their job, this leads to the second component 2) opportunity, this gives the fraudster the ability to commit the fraud with very little detection, for example their position within the company, and last of all, 3)rationalisation, this occurs after the fraud/crime has been committed, where the fraudster can convince themselves they had good reason to commit the fraud/crime and had every intention of paying it back. The above three components are known as ‘the fraud triangle’ and are the three main fraud risk factor which are evolved when committing fraud.
II. As it is often difficult to detect corruption within a company the following control mechanisms can be put in place not to detect but to reduce corruption within a company. The company may have individual fax machines and numbers or an email address which relate to the company’s bidding process on certain assets which is given to certain managers or members of staff to access and to deal with this information accordingly, this would also prevent the information being leaked to outside companies and other competitors who could then lower their bid if necessary, having this kind of procedure in place could also reduce bribery within the workplace Or particular industry, if very little people are aware of the bidding activity there is less chance of the information being leaked and less chance of bribery. The company may assign a manager to deal with complaints relating to bribery which can and will be kept confidential, for example, the Human Resources manager who employee’s already trust with confidential information, or possibly having a call centre or hot line which employees could use to inform the company of any bribery activity which may be going on. Having a stronger policy in place when it comes to receiving gifts with in a company or department, as this can also been seen as bribery.
III. The main benefits of using analytical procedures in an audit process are preliminary (primary), substantive (functional) and final analytical procedure (concluding). The preliminary analytical procedure give you an insight in to the company and its background, the nature of the business and its competitors, and lets you asses the company’s ability to continue trading and not be a growing concern, substantive analytical procedures are used when looking into the functional side of the business, when evaluating the account balances and the finance side of the company, this is also use to obtain relevant information which can later be used as evidence, and last of all the final analytical procedure which is to conclude the final part of the audit on the financial statements, which looks at whether the audit was necessary or not. 
IV. [bookmark: _GoBack]The common rationalisation for a fraudster to physically commit the crime or fraud goes back to fraud triangle from the previous units, (unit 1) which is a follows, pressure, opportunity and rationalisation. Some fraudsters often find themselves under a lot of pressure, not bringing in enough money to cover the day to day bills, or being in debt or having a gambling addition and urgently need money to clear the debts, and bring in a higher position gives them the opportunity to do so, this is where they will often try to justify why they had committed the fraud in the first place, with the intention of only borrowing the money and was going to pay it back. 
V. There are three main important points to consider when evaluating the fraud risk factors these are management, industry and operating characteristics. A) Management characteristics are where the manager has motivation to carry out fraud within the company, which can lead to manipulation of reports or incorrect figures used when reporting to higher staff (directors) the reasons for this may vary but the more common reasons are because they may have been pushed out of the picture when it came to setting up accounting principles or procedures, or not physically being able to reach targets set by directors which leads to the manager(s) over estimating the figures in the accounts. B) Operating characteristics, here the nature of the business is therorly looked into, to ensure there is not risk of the company going bankrupt, where the business entity obtains it’s capital, the financial transactions and how finances are recorded, C) Industry characteristics looks at the physical geographical side of the business, increasing competition within the industry and any new accounting policies and procedures which the company adapts to in order for the company to keep up with the rules and regulation within the industry.
VI. As mentioned in point iii above, the main analytical procedures used throughout the audit are preliminary analytical procedures, substantive analytical procedures and final analytical procedures, of course there are additional testing procedures which can draw attention to indicating the errors processed in the financial statements, and that can look into the actual company’s performance against what was projected.

2) There are different types of opportunities for different levels of staff members to commit fraud, for example there is a greater opportunity for a member of staff in a higher position such as a manager or director who is trusted by the company and has higher access to the company files, stock and other company value which can be used to commit fraud, to the opportunity a standard working employee or factory worker may have access to. In some cases the factory working staff may only have access to stock inventory only, but may allow this worker to manipulate purchase orders or stock sales which could cost the company a Substantial amount of money, this opportunity is again very different to a middle class worker office and administration staff who may have access to funds such as petty cash, fuel cards, company credit cards, who may get away with only stealing small amounts over a period of time.
3) As the auditor I would put the following questions forward to management when conducting an investigation which highlight the identification of fraud risk factor
Question 1 – what internal controls were in place
Question 2 – How often where these controls checked and who checked them.
Question 3 – Who implemented the controls and for what purpose were the controls put in place.
Question 4 – I would ask to see evidence or documentation which supports the reports which the manager had involvement with.
From the above questions, if it was brought to light that there was other reason the manager(s) May have had more involvement on a personal level, then of the course the questions would be more personal and aimed at the manager him/her self that the actual controls. 

Case study.

I) The type of evidence that would help the expert with his/her report would be paper documents such as bank statements, mortgage documents for each property  personal and business bank statements, evidence on what the properties were used for I. E renting out, then copies of rent books would be required which would be reconciled back to the business/personal bank statements, copies of wage slips (possibly P60), a list of any other assets the man and his family may own which may have contributed towards the lifestyle they were living. The family’s individual bank statements so these could be viewed in the investigation for any high amounts of money or the movement of money between accounts. 

II) All of the above documents would have had an important role in the investigation, however I think the documents which would have helped the forensic expert the most would have been the mortgage documents/statements this would show when the mortgages were 1st taken out, this would also show any remortgages and depending on the repayment these could have been paid off and income from renting out the properties may have funded the man and his family life style, and the bank statements (personal and business) and the bank statement from each individual family members
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