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Red Flags which may indicate fraud
The following are financial statement
fraud Red Flags which may signal
potentially fraudulent practices:
• Significant estimates including asset
valuation,
once
off
transactions,
significant accrued liabilities etc.as well
as significant changes in the assumptions
relating to recurring estimates.
• Unexpected/
unusual
figures,
for
example growing revenues without
a corresponding growth in cash
flows, consistent sales growth while
competitors
or
the
industry
are
struggling, a significant improvement in

performance from the prior year.
• Accounting policies such as depreciation
methods and estimates of assets’ useful
life that do not correspond to those of the
overall industry.
• Questionable corporate culture.
• Large unusual transactions/ activities
– this means transactions that don’t
relate to the normal business of the
organisation. E.g. buying new businesses,
reorganising the organisation etc.
• The sudden replacement of an auditor.
• Unusually large management salaries/
remuneration from bonuses.

It is more difficult to detect fraud than to detect errors

is mainly
the desiremust
of the
perpetrator
The because
ExternalofAuditor’s
assess
risks n

CONTACT US

have procedures
the fraud identified
and to
intention
which fra
designed
collectwith
evidence
conducted.
reasonable assurance that the financial statem

include material misstatements whether due to f
Reasonable, and not absolute assurance means tha

Instead the auditor uses
a concept called mate
ACCOUNTANTS’

areas of the financial statements
BOARDthat are considered
risk or “material”.

Public Accountants’ and

Because
of this, there
remains an unavoidable risk
Auditors’
Board

Tel:
061 285
8425 in the financial statem
some
material
misstatements
Email:
secretariat@paab.com.na
properly
planned 123
and performed.
Address:
Robert Mugabe
Avenue, Windhoek, Namibia

may not be detected even though the external au

Institute of Chartered
Accountants of Namibia
Tel: 061 220 218
Email:
secretariat@ca-nam.com
Address: 24 Orban Street,
Windhoek, Namibia

