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1. Give short answers for the following questions:     (24 marks)    

I. Outline the difference between policies and procedures.

· Policies are the objectives and principles of an entity, whiles procedures can also be define as the organization’s actions taken to ensure that objectives and principles are achieved.

II. Name some techniques that help increase the perception for detection.

· Most forensic accountant agrees that it is much easier to prevent fraud than to detect it. Increasing the perception of detection might be the most effective fraud prevention method. Among the techniques that help increase the perception for detection are as follows:

· Employee anti – fraud education
· Enforcement of mandatory-vacation
· Job rotation policies
· Strong management oversight
· Effective reporting programs and  anonymous Tips
· Proactive audit policies
· Surveillance
· Prosecution


III. How does internal audit help in fraud detection?
· Regular visits by auditors are an effective prevention measure in fraud detection. The internal audit helps to create a strong perception of detection and can therefore serve as prevention measure.

IV. What is commanding approach of fraud detection?

· The commanding approach of fraud detection is the confrontational and authoritative approach, clearly stating that if an employee or vendor and or supplier of an organization steal, they will be caught and fired from their job. If an organization takes this approach, they do not take measures to prevent fraud. If the fraud is committed or occurs and it detected, the accused is simply fired without a prosecution. In such instances, the management would 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?

· Precautionary approach can also be termed as preventive approach. This approach is where by preventive measures are taken to screen out potential fraudsters.  Among the measures used in this approach for fraud detection are background checks for previous criminal records and credit reports, segregation of duties among employees.

· Detective approach on the other hand entails setting up strong accounting controls and an internal audit function to monitor transactions against potential frauds. Among the measures used in this approach for fraud detection are verifying legitimate transactions and confirming that the entity’s assets exist. Also, establishing accounting controls to detect any fraud that may occur in between periodic audits.







VI. Explain the term “internal control”. Name some internal control activities that organization can adopt in order to prevent fraud activities.

· Internal control is the specific policies and procedures designed to provide management with reasonable assurance that the goals and objectives it believe important to the entity will be met. 

Some of the of the internal control activities that organization can adopt in order to prevent fraud activities are as follows:

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

2. Discuss the important points that should be considered when developing fraud policy.                                                                                    (6 marks)

An important element of an overall fraud prevention program is written fraud policy that specifically spells out who in an organization handles vary matters under differing circumstances. This step must be undertaken 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 to the employees in the organization.  
Secondly, organizational fraud policy should also include the methods that management will adopt when irregularities are detected or suspected. This should include questions like who, what, where, and when in connection with any tips or complaints that are received and to whom such tips should be reported.

Also, the person providing the tip should be remained anonymous, and the policy should clearly specify how such reports should be investigated.

Fraud policy should be particular about maintaining confidentiality for the sake of innocent employees who may have been swept to into the investigation and for the whistle-blowers. 
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