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1. (i) Outline the difference between policies and procedures.
Policies define entity objectives and principles, while procedures define actions taken by the entity to ensure that objectives are achieved. Policies are clear, simple statements of how your organization intends to conduct its services, actions or business. They provide a set of guiding principles to help with decision making.
Policies don't need to be long or complicated – a couple of sentences may be all you need for each policy area. Procedures describe how each policy will be put into action in your organization. Each procedure should outline:
· Who will do what
· What steps they need to take
· Which forms or documents to use.
Procedures might just be a few bullet points or instructions. Sometimes they work well as forms, checklists, instructions or flowcharts. Policies and their accompanying procedures will vary between workplaces because they reflect the values, approaches and commitments of a specific organization and its culture. But they share the same role in guiding your organization.
(ii) Name some techniques that help increase the perception for detection
The perception of detection is the biggest deterrent to any kind of crime, including fraud. The fear of punishment, imprisonment, humiliation, and the loss of personal relationships are enough to make a potential fraudster think several times before committing fraud and evaluate whether it is worth all the risk or not. This technique for deterring fraud is more effective in financial fraud cases than in street crime because most white-collar criminals follow their own personal ethical codes. Therefore, increasing the perception of detection is the best, most cost-efficient way of minimizing the risk of fraud. Tactics for increasing the perception of detection include:
· Surveillance
· Anonymous tips
· Surprise audits
· Prosecution
· Enforcement of ethics and fraud policies

(iii) How does internal audit help in fraud detection?
The internal audit function is responsible for periodically verifying the legitimacy of transactions and confirming that the entity’s assets exist. Accounting controls are established to detect any fraud that may occur in between periodic audits.

(iv) What is commanding approach of fraud detection
This approach follows up on the discrepancies revealed after investigation. It includes following up on allegations of theft, and unfavorable or favorable variances in inventory, goods, materials, supplies, and costs. The entity will investigate and determine the nature and extent of the loss and the people who are suspected of committing the crime.

(v) What e is the difference between precautionary approach and detective approach? How these are approached used for fraud detection.
Preventive approach is when preventive measures are taken to screen out potential fraudsters; these measures include background checks for previous criminal records and credit reports. Active and efficient internal controls such as limit of authority, approval procedures, and dual signatures on payment advice also contribute to fraud prevention. Segregation of duties to the extent that the management must override controls or people must collude in order to commit fraud is also a tactic used in the preventive approach.
Detective approach. This entails setting up strong accounting controls and an internal audit function to monitor transactions against potential frauds. 

 (vi) Explain the term ‘internal control ‘. Name some internal control activities  that organization can adopt in order to prevent fraud activities
Internal controls are a framework of requirement and procedures. Internal controls ensure the reliability of the operational data and provide assurance for attainment of the organization goals and objective. The following are some internal control activities that might serve as preventive measures:

· Duties need to be distributed among employees so that no one person will have too much control in any financial area. No single employee should be able to handle any transaction from start to finish. Whenever several people handle different aspects concerning transactions, cross-checking of data occurs, mistakes and irregularities are reduced, and the chance that a fraud may go unnoticed decreases. 

· Authorization procedures must be established and observed, to ensure the propriety and validity of certain activities and transactions. There should be written policies and procedures governing who may authorize transactions. Authorizations must be obtained before, and not after the fact. 

· Documents must be properly designed and used. Retain all written records. Forms should be pre-numbered sequentially, and carefully accounted for. Spoiled documents should be voided, and retained.

· Reconciliation procedures should be followed in which related sets of data are compared by a third party, in order to identify and examine any differences. There also should be regular inventories of physical assets.
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· Internal controls also include provisions regarding physical security of assets and records. Access to records should be based upon need, and this must be reviewed regularly.


‘2 Discuss the important points that should be considered when developing fraud policy.

A fraud policy must be developed before a fraud actually occurs or before the specifics of an anti-fraud program are determined. While developing a fraud policy, there are several issues that need to be considered. The first is the definition of fraud. The entity’s fraud policy should also include the methods management will adopt when irregularities are detected or suspected. It should include questions such as who, what, where, and when in connection with any tips or complaints that are received and to whom such tips should be reported. The policy should ensure that the anonymity of the person providing the tip is maintained. The policy should clearly specify how such reports should be investigated, in addition to avoiding the occurrence of false or mistaken accusations, thereby alerting the suspect that an investigation is underway. Special care should be taken not to disclose any information on the investigation or the status of the investigation unless it is authorized by the management or required for legal reasons. The policy should be particular about maintaining confidentiality for the sake of innocent employees who may have been swept up into the investigation and for the whistle-blowers.
The following should be considered when defining fraud:
· Any dishonest or fraudulent act
· Violation of fiduciary responsibilities
· Misappropriation of funds, securities, supplies, or other entity assets
· Unauthorized use of the entity’s assets, such as equipment and computers for
· personal use
· Improper handling or reporting of money or financial transactions
· Earning profits from insider knowledge of entity activities
· Disclosing confidential and proprietary information to outside parties
· Disclosing securities-related activities of the entity to outsiders
· Malicious activities involving the entity’s computers, systems, or technologies
· Any violation of a relevant legal act
· Any similar or related irregularity
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