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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. Short Answers
1(i)	The difference between policies and procedures are outlined in the following points:
· Policies are guiding principles used to set direction in an organization. Procedures are the sequential steps which are followed to ensure that objectives are achieved.
· Policies are flexible in nature as they allow exceptional situations. Procedures are rigid in nature and should be followed in series.
· Policies reflect the ultimate mission of the organisation. On the other hand, procedures reflect the practical application of the policies.
· Policies are made to support the strategies of the organization while Procedures are helpful in the implementation of programs.
· Policies provide some common parameters over which the management can take a consistent decision. Procedures are actions to be taken for successful completion of a program.
1(ii)	Some techniques that help increase perception for detection are:

1. Surveillance – This involves the use of cameras that are installed in strategic places like mailrooms and other places where assets are subject to high risk. It is important to make it known that such measures are taken and to make people believe that they are watched and their activities are monitored.

2. Anonymous tips- This involves providing the employees with easy, convenient and safe path to offer tips when they are aware of ongoing fraud. In order to create perception for detection, employees should be aware that they are constantly watched and they can be reported anytime.

3. Surprise audits – The awareness that surprise audits by internal or hired auditor can occur anytime creates perception for detection as fraudsters may not have time to prepare deceptive answers for the auditors.

4.  Prosecution – When fraudsters are aware that they can be prosecuted to the maximum extent of the law they think twice before committing a fraud. This acts as warning sign and creates perception for detection.

5. Enforcement of Ethics and Fraud Policies – Having clear fraud policies and ensuring enforcement of the same creates a perception for detection as a potential fraudster is aware of penalty for the level and kind of fraud he/she may think to commit.

6. Catch Me If You Can! - Demonstration of the entity ability to detect fraud, prosecute according to the law and organizational policy and publicize the treatment of the fraudster creates the greatest perception for detection.

1(iii)	The internal audit function helps in fraud detection by periodically verifying the legitimacy of transactions and confirming that the assets exist. It should be noted that it is important for an organization to establish accounting controls to detect any fraud that may occur in between periodic audits.

1(iv)	Commanding approach in fraud detection is a confrontational and authoritative approach, which is taken when an entity does not take measures to prevent fraud. In this case the entity clearly states that if someone steals, they will be caught and fired from their job. 
 
1(v) The main difference between the precautionary and detective approach is that precautionary approach is a proactive approach which is aimed at preventing fraud to occur while detective approach is a reactive approach aimed at detecting fraud which has already occurred. 

In Preventive approach, preventive measures are taken to screen out potential fraudsters; these measures include background checks for previous criminal records and credit reports. In order for the preventive approach to be effective there should also be active and efficient internal controls. 

The Detective approach involves the use of internal audit function to verify the legitimacy of transactions and confirming that entity’s assets exist. For the detective approach to function effectively, accounting controls should be established to detect any fraud that may occur in between periodic internal audits.

1(vi) Internal controls are all measures of control, which can be financial or otherwise aimed at safeguarding the assets of the organization, ensuring the completeness and accuracy of records and smooth running of the organization.

Internal control activities that organization can adopt in order to prevent fraud activities include:
· Adequate authorization procedures
· adequate documentation, records, and audit trail
· Physical control over assets and records
· Independent performance checks
· Segregation of duties
· Monitoring of controls
2. Before developing a sound fraud policy, an organization should ensure the following important points have been considered and taken on board:
· Definition of fraud
· The methods of handling irregularities
· Maintenance of anonymity of the person providing the tip
· Reporting procedures
· Confidentiality

Definition of fraud
In order to avoid any ambiguity which may arise on whether an action constitute a fraud or not, the entity should craft a definition of fraud and make it a part of their fraud policy. In defining fraud, the factor to be considered should include the following:
· 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
FO
· Earning profits from insider knowledge of entity activities
· Disclosing confidential and proprietary information to outside parties
·  Any violation of a relevant legal act

The methods of handling irregularities
The entity’s fraud policy should also include the methods management will adopt when irregularities are detected or suspected. The policy should clearly state what to be reported, where to be reported, when to be reported and to whom any tips or complaints that are received should be reported. 

Maintenance of anonymity of the person providing the tip
In order to encourage people to report irregularities, the policy should ensure that the anonymity of the person providing the tip is maintained. 

Reporting procedures
The policy should put clear how reported irregularities should be investigated. It is important to ensure that great care is taken in the investigation of suspected improprieties or irregularities so as to avoid mistaken accusations or alerting suspected individuals that an investigation is under way. Also any any information on the investigation or the status of the investigation should not be disclosed unless it is authorized by the management or required for proper authority for legal reasons.

Confidentiality
In order to avoid damaging the reputations of persons suspected but subsequently found innocent of wrongful conduct and for the whistle-blowers as well as to protect the entity from potential civil liability, the policy should be particular about maintaining confidentiality. 

Conclusion
It should be noted that the involvement of the management in the fraud policy development is vital. In order to ensure that the policy is implemented, the management should identify the people and positions that are responsible for implementing the various procedures included in the policy. 




Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Manfred Kitendo
	Date
	12 November 2017




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	



image1.png
ﬁ
o R




