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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. 
	SHORT QUESTIONS
ANSWER NO. 1.i
‘Fraud Risk Factors’ are the reasons/ circumstances or justifications that put pressure on individuals or company to commit fraud. The factors are categorized into three; managerial, industrial and operational. 

ANSWER NO. 1.ii
As corruption is difficult is detect; mechanisms are therefore places to deter any kickbacks to take place. These controls usually include but are not limited to; rotating employees within the department, defining and allocating different job roles in bidding process to avoid any influence of close vendors, having a transparent and strict control in asset purchase etc. In a nutshell, it can be defined as stricter controls with recurrent employees to achieve better controls over the business process.

ANSWER NO. 1.iii
‘Analytical Procedures’ usually provide an insight into business financial activities, help in determining the audit process and time frame. It also helps in determining the audit evidence and confirming the assessment of the audit. Additionally, the analytical procedures can help in signifying any misstatements in the financial statements. As analytical procedures are conducted in comparison of the firm with the industry and itself and its past activities and results; they help in confirming the going concern of the firm and eliminating any indiscretions from the previous financial performance. 

ANSWER NO. 1.iv
There are many reasons that lead an individual to commit fraud such as in justification at work in terms of promotions, incentives or monthly salary. Corporate culture that seeps in distrust and deception may result in the workforce engaging in such activities. External factors and pressures in financial aspects of the individual may also prompt him/her to commit fraud. A low moral person with an industry rich in deceptive behavior, weak internal controls, dishonest management etc may provide him/her ample opportunities to seize the chance whenever it is presented. 

ANSWER NO. 1.v
The risks in an audit process are required to identified and evaluated at every stage though out the period. The audit team needs to have a detailed understanding of the business i.e. its operation, its hierarchy, its culture and its internal controls. Small business need more focus on internal controls as there are usually overlaps of duties and interference of the owner/management on daily basis. In case of large organizations, exhaustive measurements are required to make sure that there aren’t any misstatements in the statements. The audit team needs to hold meetings on regular basis to share the information and check all the possibilities in the audit.

ANSWER NO. 1.vi
The analytical procedures carried out throughout the audit are;
a. ‘preliminary’ which provide an understanding into the business and its operations so that the audit procedure can be properly planned.
b. ‘substantive’ which help in determining the audit evidence and account balances in the financial statements
c. ‘final’ procedures carry out the confirmation of no misstatements in the financial statements                                                                                            

ANSWER NO. 2
‘Circumstances’ that exist for management or any member of the workforce to commit fraud are opportunities that arise due to lack of internal controls and fearlessness of consequences. The situations that may cause fraud are; prevalent unethical management and work culture, unrealistic budgets and goals that may require a department to alter the results or reports, unhealthy relationship between the management and the employees and financial burdens of the management. If such situations are predominant in the industry it becomes a plague and will result in most people following in the footsteps even though they may not be prone to fraud earlier. 
[bookmark: _GoBack]If any previous fraud came into light and was not punished severely; it encourages others to start on small basis because it may not be material enough for the firm to notice or punish.  

ANSWER NO. 3
Information gathering through the interviews of the management is an integral part of the audit process. There are numerous questions that can be asked from the management; some of them are stated below
Has the management identified the most fraud prone area? What were the reasons for the frauds? What were the steps undertaken to reduce the fraud risk?
Has the management received any information from an ex-employee or an inside source regarding a fraud scheme? Was the fraud considered material enough to be studied in detail further? What were the actions undertaken against the fraudsters? Were there any controls placed to avoid such schemes being held again?
What are the views of the management regarding fraud? Are their own actions consistent with the handwritten guide? Have there been any transactions that the management has withheld or altered?
Many more questions can be asked relating to moral characters of employees, their financial situations, control activities, internal control assessment etc.





CASE STUDY 
ANSWER NO. 1
The forensic expert needs to gather an evidence that will support the claim of the defendant. The evidence that would be required to prove the innocence of the defendant would be information regarding his monthly remuneration, his monthly spending and account(s) balances. The expert would then need proof that the defendant was able to pay for the property from his legitimate earnings. For such evidence the expert needs to thoroughly to check if any deposits have been made prior to any sale or purchase that does not match the agreements of the sale. Lack of such deposits should rule out any illegal activities.

ANSWER NO. 2
The forensic expert would have gathered the bank statements of the accused. The bank statements should be collected from the time preceding his purchase of the first property. This amount would have shown if he had enough savings or balances to purchase the 1st property. The purchase agreement would have been collected to show the mode and the amount paid for the property. The expert would have then made inquiries and collected data to determine the value of the property at both times; i.e. at the time of purchase by the accused and at the time of sale by the accused. He would have then collected the sale and purchase agreements of the proceeding property transactions to determine if the accused had gained any profits from the previous sale to fund the next purchase made. 

Hence, the documents that would have helped the expert would have been;
Salary Certificate
Bank Statements
Purchase and Sale Agreements of all the properties held by the accused.
Mode of payment evidences i.e. cheque copies or cash receipts
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