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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:
1. Outline the factors on which fraud risk assessment depends.
Fraud risk factors vary according to an organization size, industry and structure. The assessment of fraud risk depends on the effectiveness of internal controls, the culture of the organization and the attitude of management and those charged with governance towards fraud. An effective fraud risk assessment should identify potential weaknesses in the control environment to prevent and detect fraud. Fraud risk assessment generally carries two key element (1) risk that cannot be diversify that are inherent due to the nature of the business and (2) risk that can be prevented and control by the business after inherent risk have been reduced, refer to as residual risk.
ii.	What are the main concepts about risk assessment?
Risk assessment is the evaluation of the likelihood of a potential fraud occurring within an organization and how it may impact on its operations.  There are three main concepts in assessing risk (1) Identifying the risks which are specific to the organization, this would include consideration of what incentives and opportunities exist that may pressure someone to commit a fraud scheme in the absence of control systems. (2) Measuring the risks in term of the weighting the probability of the risk occurring by using qualitative and quantitative information based on past observations to which a rating of high, medium or low can be applied. (3) The next concept is to then prioritize and respond to how the risk identified should be address and assess the benefit of implement controls by the organization.
iii. What are the internal factors that should be considered for fraud risk assessment?
The internal factors that an organization faces from persons capable of committing a fraud scheme will most likely have all three elements described in the fraud triangle. A reminder of these elements are (1) the incentive or pressure on the individual to commit fraud, (2) the opportunity or circumstances that exist for the act to be perpetrated and (3) the rationale behind the act. As such, internal factors that should be considered for fraud risk assessment would include weaknesses in control systems and proper monitoring of activities such as:
1). Effectiveness of the Board of Directors and or the absent of an audit committee and audit department to oversee internal control and financial reporting.
2). Lack of segregation of duties giving rise to one person management all the processes   without compensating controls. 
3). Inadequate accounting and information systems to capture information and report on conditions timely.
4). High turnover of key staff in critical areas such as accounting, auditing and information technology.
5). Management attitude and behavior towards laws and regulations, ethics and values of the organization.
iv. 	What is ‘inherent risk’?
Inherent risk is the risks which is embedded and unique to a business and exist before the business can do anything about it. It is the element of risk that is systematic and cannot be transfer to a third party. Inherent risk may result in the probability of financial records being misstated due to lack of internal controls. For example, the nature of the industry in which the business operates and the competencies of the persons in charge.
iv. Define the term ‘residual risk’.
The risk which remains after a business have identified and mitigate all inherent risk is called ‘residual risk’. The residual risk can either be accepted or transferred to a third party such as an insurance company to further reduce losses. For example, hosting an open air exhibition the business erect tents because there is the likelihood it would rain and the attendee may get wet. The tents will provide covering and reduce the probability of the attendee getting wet.
2. Prepare a fraud-risk assessment check list for any business of your choice.
Below is an illustration of fraud risk assessment check list of Bank of St. Vincent and the Grenadines Ltd.
	Fraud Risk identified
	Like-lihood
	Significant
	People/
Depart-ment
	Existing control
	Control effective-ness
	Residual risks
	Fraud risk exposure

	Incorrect postings of journal entries
	Highly possible
	Material to the accounts
	Finance
	Daily review of journal entries
	Tested by external & internal auditors
	Management override
	Usual debit/  credit amount

	Hackers gaining access to network using weak passwords or credentials
	Reason-ably possible
	High prob-ability of loss
	IT/All staff
	Frequent review of passwords
Restriction of access to building & network
	Penetration testing by external auditors
Surveillance cameras
	Failure to educate staff on changes to the system
	Unauthorized access to key information and restricted areas

	Dual role of Directors being on several other boards- conflict of interest 
	moderate
	Low to high
	Manage-ment
	Annual declaration of statement of affairs and signing of ethics and conduct forms
	Tested by regulators and auditors
	Lack of proper recruit-ment and back-ground check
	Poor tone at the top

	Mandatory vacation for key staff 
	low
	minimal
	HR
	Compulsory leave for all staff

	Tested by internal audit
	Staff is allowed to accrue ten days 
	Staff may not be away for long extended time if vacation is split in small bits

	Physical safe guards over assets susceptible to misappropriation such as cash, fixed assets
	High risk
	High
	General management
HR & Finance department
	Daily reconciliation of cash balances and quarterly inventory check of physical fixed assets
 
	Tested by manage-ment and auditors
	staff may damage equip-ment and remove small parts
	Cost of replacing damage furniture and equipment

	Procuring goods and services
	Reason-ably moderate to high
	high
	Operations & IT depart
	Tender required for significant purchases
Authorized list of vendors
	Very little review by management. Not a priority of internal/external auditors
 
	Good quality products may not source for the best price  
	Opportunity for collusion between vendors and staff

	
	
	
	
	
	
	
	





	







	



Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Celestine Jackson
	Date
	[bookmark: _GoBack]October 25, 2017



For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	



image1.png
ﬁ
o R




