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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.
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1.
i.
Policies and Procedures
Policies are the objectives and principles of an organization, while Procedures are the actions taken by the organization to ensure that objectives are achieved. Policies and Procedures document all unethical actions and transactions and determine how violations should be treated.
According to Bizmanualz.com, A policy is a guiding principle used to set direction in an organization. A procedure is a series of steps to be followed as a consistent and repetitive approach to accomplish an end result. Together they are used to empower the people responsible for a process with the direction and consistency they need for successful process improvement.

ii.
Some techniques that help increase the perception for detection includes;
a. Surveillance
b. Anonymous tips
c. Surprise audits
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d. Prosecution
e. Enforcement of ethics and fraud policies
f. Catch me if you can!

iii.
Internal audit helps in fraud detection in a way that it monitors transactions against potential frauds. Internal Audit function is responsible for periodically verifying the legitimacy of transactions and confirming that the entity’s assets exist.

iv.
The commanding approach in fraud detection is known as directive approach because it is a confrontational and authoritative approach. This approach clearly states that if someone steals, they will be caught and fired from their job. In taking this approach, the entity does not take measure to prevent fraud. If a fraud occurs and is detected, the accused is simply fired without a prosecution. In this case, the management itself will be shocked to discover that someone had committed a fraud.

v.
Precautionary approach otherwise refer to as preventive approach differs from detective approach in a way that it create a proactive measures to screen out potential 
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fraudsters, while detective approach set up controls to monitor transactions against potential frauds.
Precautionary/Preventive approach uses measures for fraud detection such as background checks for previous criminal records and credit reports, segregation of duties, setting up active and efficient internal control.
Detective approach uses measures in fraud detection by setting up strong accounting controls and internal audit functions to monitor transactions against potential frauds. Accounting controls are established to detect any fraud that may occur in between periodic audits.

vi.
According to BusinessDictionary, Internal Controls are systemic measures (such as reviews, checks and balances, methods and procedures) instituted by an organization to (1) conduct its business in an orderly and efficient manner, (2) safeguard its assets and resources, (3) deter and detect errors, fraud, and theft, (4) ensure accuracy and completeness of its accounting data, (5) produce reliable and timely financial and management information, and (6) ensure adherence to its policies and plans. (http://www.businessdictionary.com/definition/internal-control.html)
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In other word, internal controls are the measures set up in an organization to prevent and detect the occurrence of fraud.
Internal Control activities include the following among others;
a. Adequate authorization procedures
b. Adequate documentation, records, and audit trail
c. Physical control over assets and records
d. Independent performance checks
e. Monitoring of controls.

2.
For any organization to develop their fraud policy, below important points should be considered;
a. Any dishonest or fraudulent act – The organization must identify and establish what fraudulent and dishonest act in their policy is.
b. Violations of fiduciary responsibilities – Some employee are given position of trust in an organization and fraud policy must establish when the line is crossed.
c. Misappropriation of funds, securities, supplies, or other entity assets should be well defined when developing fraud policy
d. Unauthorized use of the entity’s assets, such as equipment and computers for personal use.
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e. Improper handling or reporting of money or financial transactions is also very important point to consider.
f. Disclosing confidential and proprietary information to outside parties is equally an important point to consider when formulating fraud policy of an entity.
g. Accepting or seeking anything of material value from contractors, vendors, or persons providing services or materials to the entity.
h. Destruction, removal, or inappropriate use of records (paper or digital), furniture, fixtures, or equipment.
i. Malicious activities involving the entity’s computers, systems, or technologies.
j. Any violation of a relevant legal act.
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