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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. Give short answers to the following questions: 

i. Outline the difference between policies and procedures

Policies are a guiding principle used to set direction in an organization. It can be a course of action to guide and influence decisions. It should be used as a guide to decision making under a given set of circumstances within the framework of objectives, goals and management philosophies as determined by senior management.  

Procedures are a particular way of accomplishing something. It should be designed as a series of steps to be followed as a consistent and repetitive approach or cycle to accomplish an end result. Once complete, you will have a set of established methods for conducting the business of your organization, which will come in handy for training, process auditing, process improvement, or compliance initiatives

The key difference between a policy and procedure is in the outcome. For instance, a policy defines a set of rules like workplace conduct; whereas a procedure defines the steps you should take to onboard a new employee. Policies are meant to remain static: they are mission-oriented rules or terms that often describe what and why. In contrast, procedures are narrow in focus. Procedures aim to describe how, when, and who of processes.

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

 Surveillance 
 Anonymous tips 
 Surprise audits 
 Prosecution 
 Enforcement of ethics and fraud policies 
 Catch me if you can!


iii. How does internal audit help in fraud detection?

One of the key activities of internal audit is to conduct a fraud risk assessment that identifies an organization's vulnerabilities to internal and external fraud. In addition to helping to assure that companies are employing controls and processes to prevent fraud, internal audit will often aid in the investigation of potential fraud and will look more closely at the activity that raises concerns about fraud.

iv.	What is the commanding approach in fraud detection?

Know the exposures
Know the symptoms of occurrence
Be alert for symptoms and behavior indicators
Build audit programs/detective processes to look for symptoms
Follow through on all symptoms observed


v.	What is the difference between precautionary approach and detective approach?     How are these approaches used for fraud detection?

The precautionary approach generally defines actions on issues considered to be uncertain, for instance applied in assessing risk management. The principle is used by policy makers to justify discretionary decisions in situations where there is the possibility of harm from making a certain decision (e.g. taking a particular course of action) when extensive scientific knowledge on the matter is lacking. The principle implies that there is a social responsibility to protect the public from exposure to harm, when scientific investigation has found a plausible risk. These protections can be relaxed only if further scientific findings emerge that provide sound evidence that no harm will result

Detectives have a wide variety of techniques available in conducting investigations. However, the majority of cases are solved by the interrogation of suspects and the interviewing of witnesses, which takes time. Besides interrogations, detectives may rely on a network of informants they have cultivated over the years. Informants often have connections with persons a detective would not be able to approach formally. Evidence collection and preservation can also help in identifying a potential suspects

vi.	Explain what the term ‘internal controls’ means. Name some internal control activities that organizations can adopt in order to prevent fraud activities

Internal control, as defined in accounting and auditing, is a process for assuring of an organization's objectives in operational effectiveness and efficiency, reliable financial reporting, and compliance with laws, regulations and policies. A broad concept, internal control involves everything that controls risks to an organization. It is a means by which an organization's resources are directed, monitored, and measured. It plays an important role in detecting and preventing fraud and protecting the organization's resources, both physical (e.g., machinery and property) and intangible (e.g., reputation or intellectual property such as trademarks).



internal control activities that organizations can adopt in order to prevent fraud activities
· Implementation of a fraud hotline or web-based portal
· Separation of duties involving the custody of assets, authorization of transactions affecting those assets and recording/reporting of related transactions
· Reconciliation of bank accounts and management review of periodic account reconciliations (bank reconciliations, petty cash, etc.) and bank statements
· Review and authorization of expense reimbursements by supervisors and management in a timely fashion
· Safeguarding and reconciliation of petty cash funds on a periodic basis by authorized employees

vi.	Discuss the important points that should be considered when developing fraud policy

 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
 Earning profits from insider knowledge of entity activities 
 Disclosing confidential and proprietary information to outside parties 
 Disclosing securities-related activities of the entity to outsiders 
 Accepting or seeking anything of material value from contractors, vendors, or persons providing services or materials to the entity. Gifts worth less than $50 are an exception Destruction, removal, or inappropriate use of records (paper or digital), furniture, fixtures, or equipment 
 Malicious activities involving the entity’s computers, systems, or technologies  Any violation of a relevant legal act 
 Any similar or related irregularity
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