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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:                                                                                             

1.i  Fraud risk factors
     Fraud risk factor means events or conditions that indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. They are categorized into
· Management characteristics.
· Industry characteristics.
· Operating characteristics.
ii Mechanisms to combat corruption include;
· Transparency and integrity in bidding process involved in procurement.
· Frequent rotation of employees.
· Establishing a hotline to enable vendors to make complain
· Enforcing strong policy on the total disclosures of conflicts of interests.
iii Benefits of using analytic procedures in audit process.
· Assessing the company ability to remain a going concern
· Indicating errors in financial statements.
· Implications for detailed audit testing and procedures
iv. Common rationalizations of fraudster include;
· The company will make more money in the next financial quarter
· Management don’t have robust internal controls in place.
· Employees having low self-esteem and thinking they are working hard and no promotions.
· Management itself is involved in dubious transactions in order to maintain aggressive accounting policies.
v. Considerations in evaluating fraud risks factors.
· Environment in which the business operates.
· The business entity structure and culture.
· The internal controls.
vi. Primary purpose of analytic procedures.
· Preliminary analytic procedures provide insight into company high risks areas.
· Substantive analytic procedures used in 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.

2.The circumstances that may exits and provide an opportunity for fraud to occur are;
· Not having a fraud detection strategy in place.
· Nonexistent of robust system of internal controls.
· There is no credible mechanism for staff to report suspicions of fraud.
· Not ensuring regular evaluation of fraud detection controls.
· Not implementing systems and processes to detect the early warning signs of fraud.
3.The type of questions auditor should ask management are;
· Is management aware of perpetrated or alleged fraud regardless of materiality?
· What are the risks of fraud in the organization?
· What programs or internal controls mechanisms has the management put in place to mitigate the risk of specific fraud or to a deter fraud in general?
· What specific areas has management pointed out as being vulnerable to fraud to and what are the reasons behind this fraud risks?
·  Is management behavior consistent with these views?

CASE STUDY
i. According to SAB 104 the expert would have looked into definitive sale or service agreement. Modifications are made to boost sale figure and are treated as side agreements. The existence of side agreements may prompt the expert to dig deeper into how and when the agreements were entered into and require investigation on a broad scale. Expert may also review the sample contracts for side agreements.
ii. Documents include;
· Copies of signed contracts
· Transactions records stored.
· Alteration of documents, i.e. sale agreements.
· Checking credit card expenses to identify unusual vendors or unusual purchases.
· Examining invoices.
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