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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. 
	

1.i) The difference between policies and procedures are:

· The objectives and principles of an entity are its policies, while the organization’s actions taken to ensure that objectives are achieved called procedures. 
· Policies are flexible in nature but procedures are rigid in nature.
· Policies reflects the mission of the organization and procedures reflects the practical applicability of the policies.
· Policies support strategies and procedures are in support of programs.
· Policies involve decision making while procedures involve actions.
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1.ii) Some techniques that increase the perception for detection are: 
a) Surveillance: CCTV cameras must be installed in sensitive areas such as the cash register, where high risk assets are held and where mail containing cheques are opened. This is done to ensure transparency and convey to employees that they are being watched, this can curb fraud. 

b) Anonymous Tip: Pay heed to anonymous tips and carry out an enquiry if not a full-fledged investigation, it is a way to unravel one thing or another. 

c) Surprise Audits: The internal auditors should have sudden audits without prior intimation or else hire external auditors to do this, this is very effective for not only for fraud detection but also creates a perception of detection which makes the fraudster cautious. 

d) Prosecution: A provision in the law for severe punishment of fraudsters would send out a message that no one can get away with financial crimes. But, there is a risk of the fraudster getting away with it by hiring a good attorney. But either ways, this sends out a strong warning to all.


1.iii) Internal audits are generally carried out by CIMA (Chartered Institute of Management Accounting) qualified professionals working in the organisation, which means to routinely check out whether all the financial statements reflect a fair picture of the company’s true performance. 
Usually when external auditors arrive at the end of every financial year, they send a formal notice to the company which alerts any fraudsters to neatly cover up their fraudulent activities to go undetected. So, it becomes very hard for those auditors to uncover any misappropriation.
When unannounced internal audits happen without any formal notice, the fraudster will not have sufficient time to cover their tracks, this will instil fear in their minds and therefore will think twice before committing the crime.  


1.iv) The commanding approach in fraud detection is also called the directive approach in fraud detection which explicitly states that if someone is caught stealing then he/she will have to face severe consequences for their actions. In this approach, the management does not take any preventive measures, the accused is simply fired without a prosecution. 


1.v) Both precautionary and detective approaches are very different approaches to fraud detection because one is a primary approach which tries to radically avoid recruiting potential fraudsters by conducting background checks for previous criminal records and credit reports. Another radical tactic is by segregating duties to the extent that even the management must override controls or collude in order to commit fraud. 

The detective approach is a function of the internal audit department, they set up strong accounting controls to monitor transactions and periodically verifies the legitimacy of those transactions. This is the secondary approach. 


1,vi) Internal controls in accounting are procedures that are put in place within an organization to ensure business is carried out in an orderly, effective and accurate manner. 

Some internal control activities are:
Adequate authorization procedures: Databases must be adequately designed to allow different levels of access to everyone, this way all employees can access what is allowed at their clearance level. And vital information crucial to decision-making wont be leaked. 

Adequate documentation, records, and audit trail: Everything must be documented and there should be a digital database and a paper trail so all records can be produced when there is a formal investigation. Maintaining an audit trail is also necessary because that documentation needs to be presented to the external audit team at the end of the financial year.

Independent performance checks: The manager should conduct periodic performance appraisals with his/her team to make sure that everyone is performing up to standards. And if someone is not up to the mark then find out why and help them fix it. 



2) A well-thought of and well-defined fraud policy should leave no loopholes that potential fraudsters can exploit. The first step to this is to define fraud within the organization and communicate this to all employees, the following guidelines can help to do this:
· Any dishonest act 
· Violation of responsibilities that are given based on trust
· Unauthorized use of the entity’s assets, such as equipment and computer for personal use
· Misappropriation of funds, securities, supplies, or other equity assets
· Improper handling or reporting of money or financial transactions 
· Disclosing confidential and proprietary information to outside parties 
· Disclosing securities-related activities of the entity to outsiders 
· Any violation of a relevant legal act
· Destruction, removal, or inappropriate use of records, furniture, fixtures, or equipment

The second step is ensuring that the fraud policy includes 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 also ensure that anonymity of the person is maintained and should clearly specify how such reports should be investigated without alerting suspects. 

The third and final step is to assemble a fraud response team by identifying people and positions that are responsible for implementing the various procedures included in the policy. A fraud response team typically consists of legal experts, subject matter experts (SMEs), forensic specialists in various fields like accounting, digital and cyber, internal auditors, PR experts to manage publicity and the executive management. 
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