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 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. 
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ASSIGNMENT 4
QUESTION ONE
I. Fraud risk factors
According to SAs 99, the three main categories of fraud risk factors are management characteristics, industry characteristics, and operating characteristics (including financial stability).
II. Mechanisms against Corruption
Adequacy of controls means the design, implementation and monitoring of the entities control mechanism and its ability to detect and prevent fraudulent schemes and misappropriation of assets.
III. Benefits of using Analytical Procedures in an Audit process
Analytic procedures that are used during audits fulfill three basic purposes:
· Preliminary analytical procedures help in providing an insight into the company and point out high risk areas in order that the nature, timing and extent of audit procedures, might be determined accordingly.
· Substantive Analytic Procedures are used in the evaluation of account balances and in obtaining audit evidence.
· Final analytic procedures carry out a final assessment of financial statements and assess whether audit conclusions are correct or not.
IV. Common rationalizations for a fraudster
Justification; I am only borrowing the money. “I will give it back when my financial situation improves.”
Lack of ethics:” Management isn’t honest, so why should I be?”
V. Important points to be considered when evaluating fraud risk factory
· Planning and risk assessment
· Discussions with employees or with management
· Audit tests such as control testing, substantive or analytical testing
· Review of audit.
VI. The importance of analytical procedures
· Preliminary analytical procedures help in providing an insight in to the company and point out high risk areas in order that the nature, timing and extent of audit procedures might be determined accordingly.
· Substantive Analytical Procedures are used in the evaluation of account balances and in obtaining audit evidence.
· Final analytic procedures carry out a final assessment of financial statements and assess whether audit conclusions are correct or not.

QUESTION TWO
CIRCUMSTANCES THAT MAY EXIST TO CREATE FRAUD OPPORTUNITIES
Assuming that other things remain constant a person’s inclination to commit fraud is directly linked to their moral values and personal circumstances. A person’s ethical behavior is determined by personal character as well as certain external factors. These factors include job insecurity originating from downsizing, a negative environment at work, limited promotion prospects, etc. According to these factors, some individuals are more vulnerable to becoming fraudulent activities is also a determinant, For example, if the management has not taken serious measures in response to fraud in the past, employees will be encouraged to commit financial crimes in the belief that they will get away with it. 

QUESTION THREE
QUESTIONS ASKED BY AUDITORS TO MANAGERS
· Is the management aware of any alleged, suspected or perpetrated financial misstatement or asset misappropriation that might have resulted in material misstatement in the organizations financial statements?
· Is the management aware of any perpetrated or alleged fraud regardless of materiality?
· Did the management receive any letters or other communications by ex-employees, analysts, etc., alleging fraudulent activity?
· What are the risks of fraud in the organization according to the management?
· What specific areas, transactions or accounts has the management pointed out as being vulnerable to fraud and what are the reasons behind this fraud risk?
· What programs or internal control mechanisms has the management put in place to mitigate the risk of specific fraud or to deter fraud in general? How are these programs and controls monitored and supervised?
· Is the management behavior consistent with these views?

CASE STUDY
Type of evidence to have been gathered:
a) A cash based or cash heavy business can be integrated to the placement stage of money laundering. Banks and other financial institutions are used to receive large sums of cash from cash based businesses. Restaurants, bars, Laundromats, nightclubs, vending machines, businesses, and check cashing businesses, as examples, operate with large amounts of cash and can be used as a means to place cash into the financial system through periodic deposits.
· Carrying money offshore to a country with bank secrecy and privacy laws can be used to place the money into the worldwide financial system.
b) Documents could have helped the forensic expert in gathering evidence
[bookmark: _GoBack]First, money and other assets must be identified during the investigative process. The investigation needs to show that the perpetrator or the organization involved received assets and what happened to those assets. This requires that all records, banking, public, business, personal, financial, and nonfinancial are searched to identify assets available for seizure, and to help separate those related to illegal activities from those generated from legitimate sources. This is accomplished through a process of following or tracing the money.
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