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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. 
	Please insert your completed assignment ( in word format)  here:
Give short answers for the following questions: (20)
i. Outline the factors on which fraud risk assessment depends.
· The Fraud Triangle
· The Fraud Indicators
· The Fraud Schemes and Accounting Information Systems
· An understanding of the Fraud Environment (inclusive of timeframe, entity, efficacy of Internal Controls, etc.)

ii. What are the main concepts about risk assessment?
The main concepts about risk assessment are:
a. Probability : the likelihood of an event occurring
b. Impact: the magnitude/effect of the event.

iii. What are the internal factors that should be considered for fraud risk assessment?
The internal factors to be considered are:
· Absence of a culture that encourages honesty
· Inability to set and communicate performance standards and standards for personal conduct
· Inadequate legal, ethical, fraud detection and security related – training
· Absence of company policy regarding sanctions for financial crime and breach of security
· Lack of clarity in job roles, accountability, duties and responsibilities
· Irregular audits, inspections and follow – through to monitor compliance with organizational goals, policies, procedures, priorities and government regulations due to which there is a general lack of accountability in key positions.

iv. What is ‘inherent risk’?
Inherent risk is determined by the team for the entity or a particular business process. It can be expressed in percentage form or simply as high, medium or low risk. A number of factors need to be considered while measuring this risk including industry, strategy, organizational structure and market volatility

v. Define the term ‘residual risk’.
This can be simply calculated by subtracting the level of internal controls being used to mitigate risk for the inherent risk. There are 2 possible responses: no response, as it is accepted; or action to take further preventive measures.

2. Prepare a fraud - risk assessment check list for any business of your choice. (10)
Fraud risk assessment for XYZ ltd
	
	YES
	NO
	N/A
	REF

	1. Does the organization have an adequate level of fraud awareness?
a. Generic risk factors
Has each employee been assigned a maximum opportunity level to commit fraud?
Has the maximum amount of fraud that could be performed by each employee been assessed by management?
b. Managing individual risk factors by promoting moral behavior and minimizing the motivation to commit fraud
c. Does management seem aware of the possibility of a fraud?
	
	
	
	

	2. How could a perpetrator override or circumvent internal controls?
a. Does the organisation’s internal control mechanism express a need to prevent/avoid fraud?
b. Does the organization take precautionary security measures to prevent fraud?
c. Are the job descriptions written and clearly stated in the organization? Are these adhered to by managers?
d. Are there regular accounting reconciliations and analyses?
e. Are there constant spot checks on the employees?

	
	
	
	

	3. How could the Fraud be prevented?
a. By promoting an ethical environment?
b. By risk financing?
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