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ASSESSMENT 4.
1. GIVE SHORT ANSWERS TO THE FOLLOWING QUESTIONS:
I. EXPLAIN THE TERM ‘FRAUD RISK FACTORS’
Fraud risk factors are categories that auditors use to evaluate the risk of fraud.
 
II. WHAT CONTROL MECHANISMS COULD BE ADOPTED AGAINST CORRUPTION?
The following could be adopted as control mechanisms against corruption:
• Having reliable employees in the asset obtaining bidding processes.
• Segregation and replacement of employees through various dealer assignments.
• Formation of a toll free hotline and ensuring that sellers are aware of the hotline and encourage the use of it if any employee approaches them for a bribe.
• A strong, enforced policy on exposing conflicts of interest, comprising acceptance of gifts and privileges by buyers.


III. OUTLINE THE MAIN BENEFITS OF USING ANALYTIC PROCEDURES IN AUDIT PROCESS.
The following are the three types and main benefits of using analytical procedures in the audit process:
· Primary analytic measures are used to develop knowledge about the company and to direct attention to high-risk areas of audit procedures, including the nature, timing, and extent of the damage caused by the fraud.
• Functional analytic measures are used to get audit evidence to evaluate account
balances.
• Concluding analytic measures are used to assess the respectability of audit that was concluded in overall assessment of the demonstration of the financial statement. 

IV. WHAT IS THE MAIN DIFFERENCE BETWEEN SITUATION DEPENDENT CRIMINALS AND POWER BROKERS?
The main difference between situation dependent criminals and power brokers is that power brokers are a combination of calculating criminals and situation dependent criminals. This means that power brokers are situation dependent criminals who are also predators.


V. WHAT ARE THE THREE SITUATIONS THAT ARE USUALLY PRESENT IN FRAUD CASES ACCORDING TO FRAUD TRIANGLE?
The three situations usually present in fraud cases are;
· Incentive or pressure
· Opportunity
· Rationalization and attitude

VI. ANALYTICAL PROCEDURES ARE USED THROUGHOUT THE AUDIT PROCESS FOR THREE PRIMARY PURPOSES. WHAT ARE THEY?
The three primary analytical procedures and their purposes are:
· Primary analytic measures are used to develop knowledge about the company and to direct attention to high-risk areas of audit procedures, including the nature, timing, and extent of the damage caused by the fraud.
• Functional analytic measures are used to get audit evidence to evaluate account balances.
• Concluding analytic measures are used to assess the respectability of the audit that was concluded in overall assessment of the demonstration of the financial statement. 

2. ‘CIRCUMSTANCES MAY EXIST THAT CREATE OPPORTUNITIES FOR MANAGEMENT OR OTHER STAFF TO COMMITT FRAUD, DISCUSS.
Sometimes possibilities may exist that create opportunities for management or other staff to commit fraud. When such opportunities are present, those who might not otherwise be motivated to behave deceitfully may be enticed to do so. People under pressure are most likely to commit a fraud, but they are not a serious danger to an organization except when the possibility exists for them to act on their need. Circumstances like absent or unsuccessful controls, lack of command, or inadequate assignment of responsibilities may offer such chances for committing fraud. Possibilities may also be inherent in the type, size, or structure of the business. If an organisation’s controls are too lax, employees can be tempted to steal. The better the controls, the better the company is protected from fraud. Good ethical values of a company breeds trust from employees. Trust is very important as it breeds loyalty and honesty. A loyal and honest employee will not easily commit fraud.  Trust should also come with accountability to truly eliminate the possibilities of fraud being committed. A company with no profits and no prospects can also breed fraud as employees might be tempted to steal to ‘profit’ from the company before it shuts down as there is no assurance of company continuity. 
3. “SAS 99 SUGGESTS THAT KEY SOURCES FOR THE IDENTIFICATION OF FRAUD RISK FACTORS ARE THE INQUIRIES OF MANAGEMENT” IN THIS CONTEXT WHICH TYPE OF QUESTIONS AN AUDITOR SHOULD ASK THE MANAGEMENT?
SAS 99 requires auditors to ask management questions about their awareness and understanding of fraud. Questions like the following are some of the questions that should be asked;
1. “Does the management have knowledge of any fraud—whether related to economic reporting or to asset misappropriation — committed, unproven, or doubted that could result in a material misrepresentation of the entity’s financial statements?”
2. “What is management’s perception of the risks of fraud in the company?
3. “What programs and controls have been established by the management to reduce risk of fraud?”
4. “How does management monitor those programs or controls?”
5. “Has anyone advised a member of the organization or others within the company to hold back information from the auditor, to change documents, or to make false entries in the records?”




CASE STUDY
1. WHAT TYPE OF EVIDENCE DO YOU THINK THE EXPERT WOULD HAVE GATHERED FOR HIS REPORT?
The expert would have gathered documentary evidence like professionals’ reports and legitimate and legal data for his report.

2. WHICH DOCUMENTS COULD HAVE HELPED THE FORENSIC EXPERT IN GATHERING EVIDENCE?
The following documents would have been useful in gathering evidence;
Title deeds – these would prove that the properties being sold were rightfully his before being sold. The title deed for the first property would be the most important and evidence would have to be presented to shoe that this property was obtained legally.
Purchases and Sales Agreements – These would prove that properties were bought and sold. The difference in purchase and sale prices would give and idea of the returns per sale.
Bank statements – These would show both money coming in and out of the account, and they should match with the purchases and sales agreements figures.













CASE STUDY
1. IF THE TRADER HAS ACTUALLY COMMITTED THE CRIME, WHAT KIND OF CRIME IS IT?
The Trader would have committed Tax Evasion.

2. HOW CAN THE FORENSIC EXPECT INVESTIGATE THE CASE PROPERLY WHEN TRADER COULD HAVE SOLD THE GOODS WITHOUT GENERATING ANY INVOICES OR ON CASH?

The investigator would investigate by comparing the quality of living over the past years and compare with recent trends/ events. The investigator could also check the bank deposits of the trader for both the business and any personal accounts. The investigator can also consult the suppliers of the raw materials for making the goods to ascertain that the trader did not buy the material during the period under review.
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