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Question 1) Stakeholders and Objectives:
Investors (Softbank etc.): to ensure that WeWork becomes profitable so that it generates returns and produces a high return on investment that will satisfy investors such as SoftBank and benchmark which are two investors of we work.
Employees of WeWork: To ensure that the company has financial stability so that employees can be assured that they have job security and will not fear possible downsizing, or layoffs which may occur.
Customers of WeWork:.  Their primary objective is to have access to a space in which they feel comfortable working such as the we work office spaces.  However, this can only result given that WeWork continues to remain financially profitable in the coming years, as the customers access depends on the performance of the company.
Question 2)
Due diligence is simply the process in which a thorough analysis of a company is undertaken when one company either merges with another, purchases its assets, or makes an investment.  The seller, WeWork, in this case has the onus to disclose any relevant information regarding their condition and history to SoftBank.  SoftBank is also responsible for making sure that they are aware of any past or current problems within WeWork.

 

Pre – investment:
· Internal auditors within Softbank should have properly made sure that they gave reasonable assurances on the risk management processes regarding the investment in WeWork, which could have prevented any losses incurred by Softbank
· The internal auditors within WeWork should have advised the organization on determining the overall risk appetite and the levels of acceptable variation in performance to make sure that the company has a determined risk criterion.  This would prevent them from investing in any investments that are deemed unnecessary to the overall organization such as the investment into the companies making the wave pools and superfoods.  
Post – investment
· Internal auditors at SoftBank had a responsibility and should have aided in reviewing the management of key risks associated with their investments in WeWork
· On the other hand, within WeWork, the internal auditors could have played a role by aiding management with monitoring the external and internal environments which would allow them to identify any new or emerging risks.
Question 3 &4)
	Risk Name and description (4marks)
	Risk exposure
(strategic, compliance, operational, and financial reporting risks) (2marks)
	Risk impact (with explanation)
(2marks)
	Risk likelihood (with explanation)
(2marks)
	Recommended controls 
(Q4: 8 marks)

	[bookmark: _Hlk25736829]1)Risk of Fraud and illegal activities – 
Possibility of embezzlement 
WeWork no effective oversight Individual could set up fake investment accounts and pocket money for themselves
	Compliance risk exposure-
Possibility of non compliance with ethical policies
Softbank is also liable as they have a controlling shareholder interest
	High- Embezzlement prevents both companies from reaching their objectives.
Reputational damage to both
may face jail time

	Medium-unethical acts have not taken place
However, employees do not feel valued
no effective oversight 
can assume it gives employees an incentive to commit fraud 
	duties should be segregated
get approval from an authorizing manager to make such investments

	2) Risk of catastrophic events – Natural disasters such as hurricanes and earthquakes which could pose a threat to the operational function of the business 

	Operational risk exposure – catastrophic events could prevent the business from functioning how it ordinarily does.
	High– can cause death, injury, and damage to persons and or equipment
Deters customers from wanting to use WeWork locations in which are affected by catastrophic events on a reoccurring basis.
Softbank could be liable for loss of lives (litigation claims)
	Medium- Catastrophic events do not always occur, but as WeWork has about 485 locations around the world, there may be some areas such as in the US or in other locations in which hurricanes and earthquakes are quite common and have the potential to impact the operating function of the business.
	Discontinue WeWork locations in which are not profitable and are located in areas susceptible to catastrophic events.  This will reduce the total amount of loss significantly
Ensure that the office space leased and rented out to individuals is structured with material standards capable of withstanding certain catastrophic events up to a reasonable amount.

	3)Cash management risk- WeWork has losses totaling 3 billion within the past 3 years 
No effective oversight on how to spend money
Softbank should have taken it into consideration


	Financial risk exposure –
WeWork investing into wave pool and superfood companies 
Softbank can lose investments due to inefficient cash management risk as they will not be generating any profit 
	High-
May lead to bankruptcy /reputational damage 
More layoffs 
May result in liquidating company

	High –cash management risk may occur again as there is no effective oversight on how to spend money
	Documentation of investments should be recorded to keep track of cash outflow

Approval of authorization for investments above a certain amount: prevents any employee from making any investment as they deem necessary.

	4)Risk resulting from competition
WeWork’s competitor IWG is profitable and may pose a threat to WeWork
	Strategic Risk exposure – IWG is making it harder for WeWork to retain customers and WeWork may have to find other strategic decisions in order to attract customers
	High – loss of customers as IWG will take them away, resulting in loss of profits for WeWork and lower returns for investors (SoftBank)
	High – IWG is profitable, WeWork is not. 
IWG will have funds necessary to continue operating, hiring more employees where as WeWork cannot even pay severance packages
	Have WeWork sell other things that compliment renting out the office spaces such as a gym membership within the same building. Essentially have them use a product differentiation method.







Question 5)
[bookmark: _GoBack]Approval of authorization: for each investment transaction made, make sure you can trace a signature from a signing authority.  Take a sample audit of 20 investments and test the control to see whether or not the transactions have been signed by the appropriate signing authority.
Recorded documentation: Make sure that for each investment made by the company has been recorded on a document with a purchase and sale agreement form of invoices.  Match the invoice of the purchase to the sale agreement to see if whether or not the investment made actually exists.  Take a sample of 50 investments made by the company and test the controls to ensure that each sale agreement form can be accurately traced back to a purchase invoice.
Segregation of duties: Observe the workplace to ensure that there is one person is arranging for the purchase and sale invoice, another person is reconciling it to verify that such an investment was made for the correct amount, and a third person is making the actual payment.
Question 6)  
Internal auditors can bring value to a business or an organization by reviewing the key management of risks and helping with the reporting of key risks.  By doing so they provide insight and reasonable assurances that the systems of internal controls relating to governance, risk management, and control processes are working effectively in order to mitigate any necessary risks.


