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QUESTION 1

(I)
Policies define entity objectives and principle, while procedures define the actions taken by the entity to ensure that objectives are achieved.
Procedures describe the criteria on how each policy will be put into action in the organization. The organization procedures should outline the following:
· Who will do what 
· What steps they need to take 
· Which forms to use.
For example, accounts receivable personnel shall ensure that all outstanding customer invoices are paid on time.

(ii)
The increase in the perception of detection of fraud in an organization is the most cost-efficient way of minimize punishment, imprisonment, humiliation and loss of personal relation of fraudster is enough to make a potential fraudster to think several times before committing fraud. The following techniques can help an organization increase the perception for fraud detection:
· Surprise Visit
· Prosecution 
· Enforcement of organizational ethics and fraud policies
· Surveillance
· Anonymous tips.

(iii)
The International Standard for the Practice of Internal Auditing provides specifics authoritative guidance for internal auditors in the area of fraud. The Association of Certified Fraud Examiners Report to the Nation ranked Internal Auditors as the highest proactive method of fraud detection. Therefore, the internal Auditor can help in fraud detection through:
· Surprise Audits
· Periodic Verification of the legitimacy of transactions and confirming that the entities asset exist
· Internal Auditors can also support management efforts to establish a culture that embraces ethics, honesty, and integrity.
· They can assist management with the evaluation of internal controls used to detect or mitigate fraud.
· Although, it is management responsibility to design internal controls to prevent, detect, and mitigate fraud, the internal auditors are the appropriate resource for assessing the effectiveness of what management has implemented.
(iv)
Setting up strong accounting controls and an internal audit function to monitor transactions against potential fraud can be a best approach to fraud detection in an organization. For example, for the fraud schemes like skimming which symptoms include cash sales or receipt differing from normal or expected pattern and unusual cash shortages. The detection approach for an organization should include spot checks, surveillance and setting up of pre-audit units in organizations.

(V)
The precautionary approaches are preventive measures taken to screen out potential fraud activities from happening in an organization. These measures include employee background checks for previous criminal records and their credit worthy report. Segregation of duties ensures that duties within departments or function should be separated so that one person does not perform process from the beginning to the end.
The detective approach entails setting up strong accounting controls and internal audit function to monitor transaction against potential fraud from occurrence in the organization.



(vi)
Internal controls are part of the protective system against fraud. The 2002 Report to the Nation on Occupational Fraud and Abuse by the Association of Certified Examiners noted that ‘’a Strong system of Internal Controls is most effective anti-fraud measure a wide margin’’ in organization.
Internal control is a process, affected by an entity Board of Directors, management, and other personnel, designed to provide reasonable assurance regarding the achievement of organization objectives. The control activities that organizations can adopt to prevent fraud activities are the policies and procedures that help ensure management directives are carried out. They include:
· Approvals 
· Authorization
· Verification
· Segregation of duties
· Reconciliation
· Security and safeguard of assets.

Question 2
Corporate developed fraud policy to facilitate the development of controls that will aid in the detection and prevention of fraud against an organization. The objective is to promote consistent organizational behavior by providing guidelines and assigning responsibility for the development of controls and conducts of investigations.
Organizations should consider the following when developing a fraud policy.  
1. Define the policy. In the definition stage, management should explain what constitute fraud, the objectives of the policy, its response plan and procedures to the organization.
2. Publish and communication of the policy. It is necessary to communicate the policy to all related parties and implement it. This can be done by including ethics and fraud in employee orientation programs
3. Training and Awareness Creation. This is where staff and management are aware of their responsibilities with regard to preventing fraud. This can be done through training programs for staff regarding measures to minimize the risk of fraud. This awareness must include external parties and suppliers.

4. The fraud prevention plan. The development of fraud policy should consider fraud prevention, deterrence, detection and fraud risk assessment actions.
5. The investigation procedures. The investigation procedures should involve all suspected occurrences of fraud in the organization business process.
6. Actions and Sanctions. The organization should prescribe all possible sanctions for proven cases of fraud in the policy. This must include internal disciplinary actions; criminal and civil sanctions where there is enough evidence to support the occurrence of fraud.
7. Recovery of losses plan. In all cases of suspected fraud loss, management should seek all available actions to recover the funds lost. 
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