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Overall Risk Scoring

Step 1 Each of the risk factors is awarded a points rating on a scale of 1-5 as explained below.

Element

Dies cription

A Materiality

System accounts for less than 1% of the annual bued get

System accounts for 5-10% of the annual buedget

Systermn accounts for 25-500% of the annual budget

System accounts for at least 75% of the annual bud get

B Control emvi-
ronment’
VYulnerability

Well controlled system with litthe risk of fraud or error

Reasonably well controlled system with some risks of
fraud or arror

W2 (W k| 2

Systermn with history of poor control with high nsk of

fraud or error

i

C Sensitivity

Minimal external profile to the system

Paotential for some external embarrazemeant if the sys-
tem 15 not effectve

Major public relations or legal problems is the system
is not effectve

Step 2 Each of the risk factors is given a weighting using judgement of the relative importance of each of the risk

factors.
Element Weighting
A Materiality 3
B Control Environment 2
C Sensitivity 2

Step 3 The factor score and weightings are then combined into a formula, which can be used to calculate the risk

index.

Risk index=(Ax3)+ (Bx2)+(Cx2)

Step 4 Each audit object is then categorised as High Medium or Low risk based on a suggest risk index score for

example:
Risk Index Score Risk/Priority
Over 45 High
30-45 Medium
Below 30 Low
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LAWS OF MALAYSIA Act 759 Islamic Financial Services Act 2013, www.bnm.gov.my,

The Central Bank of Malaysia Act 2009 (CBA), which came into force on 25 November 2009, www.bnm.gov.my,

The CBB Rulebook Volume 2: Islamic banks, www.cbb.gov.bh
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