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	Q1.
i. Outline the factors on which fraud risk assessment depends. 
Risk assessment factors can be considered on different levels such as entity, behavioural, products and services, geography, divisions, accounting and business processes, controls, computerized systems. Usually, factors are initially considered at the entity level.
ii. What are the main concepts about risk assessment?
Fraud risk assessment depends on the investigator’s knowledge of fraud concepts, such as the fraud triangle, fraud indicators, fraud schemes and accounting information systems and  an understanding of the fraud environment, which includes timeframe, entity, efficacy of internal controls.
iii. What are the internal factors that should be considered for fraud risk assessment?
· The absence of a culture that encourages honesty.
· The inability to set and communicate performance standards and standards for personal conduct.
· The inadequate legal, ethical, fraud detection and security-related training.
· The absence of company policy regarding sanctions for financial crime and breach of security.
· The lack of clarity in job roles, accountability, duties and responsibilities.
· Irregular audits, inspections and follow-throughs to monitor compliance.
iv. What is ‘inherent risk’?
Inherent risk associated with a fraud scheme is determined by the team for the entity or a particular business process. It can be expressed in percentage form or simply as high, medium or low risk. A number of factors need to be considered while measuring this risk including industry, strategy, organizational structure and market volatility.
v. Define the term ‘residual risk’.
Residual risk can be simply calculated by subtracting the levels of internal controls being used to mitigate risk from the inherent risk. There are two possible responses to residual risk: no response, as it is accepted; or action to take further preventive measures (such as purchasing insurance) in order to mitigate residual risk. In either case, the response should be documented and tracked in order to determine the organization’s ability to measure and manage risk.


2. Prepare a fraud - risk assessment check list for any business of your choice.

	Fraud Schemes
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