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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Please insert your completed assignment ( in word format)  here:

1. Give short answers for the following questions:

i. Outline the difference between policies and procedures

Policies defines the objectives and the principles, while procedures defines the actions taken by the entity to achieve this objectives 
 
ii. Name some techniques that help increase the perception for detection

- Surveillance
- Anonymous tips
- Surprise audits
- Prosecution  
- Enforcement of ethics and fraud policy 
- Catch me if you can

iii. How does internal audit help in fraud detection?

According to the ACFE reports to the nation statistics, the internal audit is the highest ranked proactive method of detection, however surprise audits conducted by internal audit or hired auditors is even more effective method, these methods are effective for more than just fraud detection, the mere announcement than an audit might take place at any time creates perception of detection. Fraudsters do not have the time to prepare detective answers for the auditors, as they do not know the time of the audit unless one of the internal audit plays a joke and announces a surprise audit, which led to the manager confessing to a fraud.



iv. What is the commanding approach in fraud detection?

Directive approach: this is a confrontational and authorized approach stating that if someone steals, they will be caught and fired. In taking this approach the entity does not take measures to prevent fraud , if fraud occurs and is detected simply the accused will be fired, in such a case the management itself will be shocked to learn that someone had committed a fraud


V. What is the difference between precautionary approach and detective approach?
How are these approaches used for fraud detection?

Preventive approach or precautionary approach: according to this approach, preventive measures are taken to screen out potential fraudsters; these measures include background checks for previous criminal records and credit report. Active and efficient internal controls also contribute to fraud prevention. Segregation of duties to the extent that 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. 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.

Vi. Explain what the term ‘internal controls’ means. Name some internal control
activities that organizations can adopt in order to prevent fraud activities.

Opportunity is one of the elements of the fraud triangle, referring to the internal controls, fraud auditors have little impact on the other two legs of the fraud triangle, pressure and rationalization. Although management can create an enabling environment for these elements, pressure and rationalization are psychological and are difficult to be observed, on the other hand internal controls are more easily to observed and may influence the opportunity to commit fraud. One of the most common internal control lapses is the segregation of duties. The following are some internal controls activities that might serve as preventive measures:

-Adequate authorization procedures.
-Adequate documentation, records, audit trail.
-Monitoring of controls.
-Independent performance checks.
-Physical control over assets and records.


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

The company’s policies and procedures should have the following characteristics in order to develop an effective anti fraud culture:
1-Define frauds.
2-publication and communication of policy.
3-Describe how anti fraud controls are tested.
4-Describe training.
5-Describe how anti fraud controls would be implemented. 
6-Describe actions taken in fraud audit.
7-Describe ways to resolve fraud.
8-Describe how evidence is analyzed.
9-Define investigation policies and procedures.
10-Describe procedures used for incident reporting. 
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