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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.

The difference between policies and procedures is that the policies are objectives and principles of an entity, whereas the entity’s actions taken to ensure that objectives are achieved are called procedures. Policies and procedures document all unethical actions and transactions and determine how any violations should be treated. For example, a policy of the entity may be to have adequate and effective internal control system and a procedure enlists the action to be taken to prevent a fraud or upon identifying a fraud.
Policies and procedures document the actions and transactions determined to be unethical, as well as stating how violations will be treated. The company’s policy and procedures should have the following characteristics in order to develop an effective anti-fraud culture: 
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a. Define frauds
b. Publication and communication of policy
c. Describe how anti-fraud controls would be implemented
d. Describe training
e. Describe proactive audit measures to detect and prevent fraud
f. Describe how anti-fraud controls are tested
g. Define investigation policies and procedures 
h. Describe actions taken in fraud audit
i. Describe how evidence is analysed
j. Describe ways to resolve fraud
k. Describe procedures used for incident reporting

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

Some techniques that help increase the perception for detection are as follows:
a. Surveillance: is a method of fraud deterrence by using CCTV cameras and shadowing if necessary to protect the high risk and vulnerable assets of an entity.
b. Anonymous tips: is a method to acquire reports of fraud incidents anonymously.
c. Surprise audits: is a method to conduct audits at unspecified times without prior notice as a means to deter potential fraud.
d. Prosecution: Prosecuting the fraudsters is one of the means to deter future frauds.
e. Enforcement of ethics and fraud policies: An entity should have a clear plan of action in case a fraud occurs, including determining the penalties for different kinds and levels of fraud. The entity must ensure that it imposes the punishment laid down in its policy.
f. Catch me if you can! : Under this method of fraud deterrence, a perception is created in the culture of an entity that no fraud will go 
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unnoticed and unpunished.

iii. How does internal audit help in fraud detection?

Internal audit is conducted by the internal audit department of an organization as per the objectives laid out by the audit committee of the organization. Internal audit department conducts regular audits and/or surprise audits as a means to deter occurrence of fraud. An audit is conducted for other department’s functioning or an audit of a particular process may also be conducted. Regular visits by auditors are an effective prevention measure. While the main aim of the audit is detective by nature, it still creates a strong perception of detection and can therefore serve as a prevention measure. Identifying, reviewing and analyzing anomalies are important if regular audits are to be effective, and if the auditors use their tools to pursue fraud aggressively, regular audits become more effective as a prevention measure.

iv. What is the commanding approach in fraud detection?

Commanding or directive approach in fraud detection is a confrontational and authoritative approach, clearly stating that if someone commits fraud, they will be caught and fired from their job. In taking this approach, the entity does not take measures to prevent fraud. If a fraud occurs and is detected, the accused is simply fired without a prosecution. In such a case, the management itself would be usually 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?

· According to precautionary or preventive approach, preventive 
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measures are taken to screen out potential fraudsters. Measures such as background checks for previous criminal records and credit reports are used to prevent fraud. Active and efficient internal controls also contribute to fraud prevention. Segregation of duties to the extent that the management must override controls or people must collude in order to commit fraud is also a tactic used in the preventive approach.
· Detective approach 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 organisations can  adopt in order to prevent fraud activities

Internal controls means the controls employed by an entity in the functioning of routine activities of the entity. Internal controls are implicit in the organizations different processes. Internal controls are more easily observed and may influence the opportunity to commit fraud. One of the most common internal control lapses is the lack of segregation of duties. 

Following are some internal control activities that serve as preventive measures:
a. Adequate authorization procedures including maker-checker concept
b. Adequate documentation, records, and audit trail
c. Physical control over assets and records
d. Independent performance checks
e. Monitoring of controls
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2. Discuss the important points that should be considered when developing fraud policy.

Every organization should have a fraud policy and also document it. An appropriate fraud policy is the best starting point for developing an efficient fraud response. This step must be undertaken before a fraud actually occurs or before the specifics of an anti-fraud program are determined. An effective fraud policy document usually starts with the definition of fraud. A fraud policy document consists of the following topics:
a. Background
b. Scope of policy
c. Policy
d. Actions constituting fraud
e. Other irregularities
f. Investigation responsibilities
g. Confidentiality
h. Authorization for investigating suspected fraud
i. Reporting procedures
j. Termination
k. Administration and
l. Approval

The entity’s fraud policy should also include the 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 ensure that the anonymity of the person providing the tip is maintained. The policy should clearly specify how such reports should be investigated, in addition to avoiding the occurrence of false or mistaken accusations, thereby alerting the suspect that an investigation is underway. Special care should be taken not to disclose any information on the 
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investigation or the status of the investigation unless it is authorized by the management or required for legal reasons. The policy should be particular about maintaining confidentiality for the sake of innocent employees and for the whistle-blowers.
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