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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:

· Outline the difference between policies and procedures?
	Policies
	Procedures

	A course or principle of action adopted or proposed by an organization or individual
	An established or official way of doing something or a series of actions conducted in a certain order or manner

	It’s a guide to decision making under a given set of circumstances within the framework of objectives, goals and management philosophies 
	Procedures provide a platform for implementing the consistency needed to decrease process variation

	It’s a guiding principle
	Are steps to be followed

	Defines entities objectives and principles
	Define actions taken by the entity to ensure objectives are met



· Techniques that help increase the perception for detection?

· Surveillance – Use of cameras in storerooms or mail rooms where cash or cheques are handled. To be successful it is important people believe that someone is actually watching and monitoring activities as potential fraudsters will test the efficacy of such monitoring
· Anonymous tips – This is the belief they are being watched by everyone and can be reported by anyone anonymously, this is a strong perception of deception. Management should be involved or third party to independently handle complaints
· Surprise audits – Audits carried out without prior notice usually by an internal auditor. The mere announcement of an audit creates a perception of detection
· Prosecution – when a fraudster is caught they should be prosecuted to the full extent of the law. There are risks involved but it ensures justice for the entity & the fraudster and also serves as a warning to potential fraudsters.
· Enforcement of ethics and fraud policies – the organizations should ensure there is a clear plan for when a fraud is uncovered at all levels and the penalties.
· Catch me if you can – catch the fraudster and publicize the treatment of the fraudster. It shows the organization is not only capable of catching the fraudster but also willing to prosecute, in turn deters others from committing any fraud

· How does internal audit help in fraud detection?
Internal audits helps by providing support to management's efforts in establishing a culture that embraces ethics, honesty, and integrity. It assists management with the evaluation of internal controls used to detect or mitigate fraud, evaluate the organization's assessment of fraud risk, and are involved in any fraud investigations.
The internal audits are also the appropriate resource for assessing the effectiveness of what management has implemented.
When there is no internal audit function, it is unlikely that incorrect or inappropriate transactions will be spotted or corrected by the organization thereby resulting in fraud going undetected. Implementing internal audit ensures controls are in place to reduce the company’s exposure to fraud risk. This will help limit the opportunities employees might have to commit fraud.
 
· What is commanding approach of fraud detection?
This is a confrontational and authoritative approach, stating clearly if a fraudster is caught he/she would be fired from the job without prosecution. 
· What is the difference between precautionary and detective approach and how are they used in fraud detection?
	Precautionary
	Detective

	Measures are taken to prevent potential fraudster for example background checks and credit reports
	This involves setting up strong controls and an internal audit function

	Active & efficient internal controls are put in place
	There would be periodic verifying of transaction to prove legitimacy and existence of assets

	Segregation of duties – ensuring people do not collude to commit a fraud
	Controls are established to detect fraud in between periodic audits



· Explain the term ’internal controls’
Internal control as defined in accounting and auditing, is a process for assuring achievement of an organization's objectives in operational effectiveness and efficiency, reliable financial reporting, and compliance with laws, regulations and policies.

· Some internal control activities that organizations can adopt in order to prevent fraud activities are as follows – 
· Separation of duties - fraud occurrences reduce if multiple employees are involved in different phases of a transaction.

· Auditing – Employing an internal auditor who is independent and can help identify loopholes, enforce policies and procedures and proactively monitor all controls. This includes periodic and surprise audits.
· Communication - communicating ethics across the organization through training and senior management behavior. This also includes being open about fraud, the policies and punishments for fraudsters
· Target - the organization needs to set achievable targets. Unachievable targets are frustrating and would push employees to committing fraud
· Background checks – carrying out background checks on staff and credit reports


· Question 2
Important points that should be considered when developing fraud policy

An effective anti-fraud policy should be simple, concise and easily understood.

It should include the following:
[bookmark: _GoBack]Policy statement: Begin the policy with a short statement that clearly sets out the organisation’s commitment to prevent, detect, investigate and report fraud. The behaviour expected of staff and other third parties; and the action that will be taken against fraudsters.
Definition of fraud: Define fraud and provide examples of what might constitute fraud and dishonesty in the specific context of your business. This may include theft, the misuse of funds or other resources, or more complicated crimes such as bribery and corruption, false accounting and the supply of false information.
Key responsibilities: Highlight the responsibilities of senior management and staff in preventing, detecting and reporting fraud, and in co-operating with any investigations. Specify the individual and/or body with overall responsibility for the policy.
Reporting suspicions: Set out whistleblowing arrangements and specify a designated individual to whom staff can report concerns on a confidential basis.
Fraud response plan: Outline the process that will be followed in the event of a fraud being discovered or suspected, such as how evidence will be secured and the investigation conducted
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