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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. Outline the factors on which fraud risk assessment depends.
Fraud risk assessment depend on the investigator’s knowledge of fraud concepts, such as 
· Fraud triangle
· Fraud indicators
· Fraud schemes
· Accounting information systems
· Understanding of fraud environment
· Understanding of the entity
· Understanding of internal controls

II. What are the main concepts of risk assessment?

The main concepts of risk assessment are;
· Identify fraud risk area- there is need to identify the fraud risk areas within the business. These are areas that are susceptible to fraud.
· There is need to know the officers who are at great risk of committing a fraud because of the nature of the jobs that officers are doing.
· There must be an evaluation of a likelihood of the harm to occur and how risk could be mitigated through reduction, avoidance, transfer or acceptance.
· The finding of the risk assessment must be recorded.
· Regularly review the risk assessment for any changes or new occurrences

III. What are the internal factors that should be considered for fraud risk assessment?

The internal factors that should be considered for fraud risk assessment 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.
· Failure to provide counsel or take action against unsatisfactory levels of performance or
questionable personal behaviour that violates organizational principles.
· Lack of clarity in job roles, accountability, duties and responsibilities.
·  Irregular audits, inspections and follow-throughs 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 are risk which are present in any organization because of the nature its transactions or business activities. Or are risks that are present in the business before management action.

V. Define the term ‘residual risk’. 

Residual risks are risks that remain after management action.

2. Prepare a fraud risk assessment check list for any business of your choice.
Fraud risk Assessment checklist for a bank:
· Does the bank conduct pre-employment background check?
· Does the bank handsomely pay its employees so that a temptation to commit fraud is reduced?
· Does the bank have access controls to the vault? Such as combination locks or passwords protected.
· Has the bank insured itself against any embezzlement of funds?
· Does the bank have logical/physical access controls to the computers?
· Does the bank have segregations of duties which ensure that a transaction from start to finish is not posted and authorized by one person?
· Does the bank have a policy of frequently rotating its employees or a policy of taking leave after working for a certain period?
· Does the bank have a policy of carrying random audits?
· Does the bank daily reconcile cash received and disbursed?
· Does the bank have controls which ensure that all cheques presented for payments are checked to ensure that they are signed by authorized account holders’ signatories?
· Are fraud incidents promptly and thoroughly investigated?
· Does the bank have an internal audit?
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