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Q1.
i. Policies are the objectives and principles of an organisation. The objectives defined in the company policies will be achieved by the procedures used by the organisation.  The policies and procedures will be fully documented and include any actions that would be considered unethical, the treatment of any violation will also be detailed. Organisation policies are important as they define the businesses goals and scope of the organisations actions. The organisations procedures are important as they provide the means by which the employees fulfill the company policies.
ii. The perception of detection is seen as the biggest deterrent to any kind of crime. This is more effective as a technique to deter financial crime than street crime and is also very cost effective. Various techniques can be used to increase the perception of detection, these include:
a) Installation of surveillance cameras in mailrooms or where assets are at high risk, such as offices where cash or cheques are opened. It must be communicated that this surveillance is in place with follow ups to any suspicious activities.
b) Setting up a safe path for anonymous tips to be made by employees is a very effective method for fraud prevention. This is because it causes a fraudster to feel they are constantly being watched. 
c) Surprise audits by either internal or external auditors will be a deterrent to fraud as it is unknown when they will occur. This means a fraudster would not have time to prepare deceptive answers for audit questions.
d) Prosecuting fraudsters sends a strong message that no one can get away with financial crimes.
e) Enforcement of ethics and fraud policies.
f) Catching fraudsters, prosecuting them to the full extent of the law and in line with company policy, and then publicising these events is the best deterrent. Rewarding those who helped detect the fraud will also positively promote an anti-fraud culture.
iii. The internal audit function helps in fraud detection by supporting the investigation. They will have full details of all organisation processes and procedures and the controls in place to manage them and detect fraud. This information will be shared with the fraud investigation team and support the planning stage of the investigation. The internal audit team will also be able to assist with the evidence gathering part of the investigation. They will be familiar with the systems and independent. In addition, after the investigation is complete the internal audit team will review and test the remediation put in place to avoid any future frauds occurring in a similar way.
iv. The commanding approach in fraud detection, also known as the directive approach, involves stating in the organisation policies that any individual caught stealing from the company will be fired from their job. By adopting this approach an organisation is not attempting to prevent fraud from occurring. It is a simple approach and if a fraud is detected the accused will be fired from the organisation without a prosecution.
v. The precautionary approach involves taking preventive measures to stop potential frauds taking place. These include completing background checks and obtaining credit ratings while screening potential employees. A call to the references provided is a simple check which could highlight some potential issues. If an individual has high debt they show a possible incentive to commit fraud, or if they have been convicted of fraud previously they are showing a willingness to commit fraud. Both are sides of the fraud triangle and could deter an organisation from hiring the individual. Other preventative methods include internal controls such as segregation of duties, this control would require management to circumvent the control or individuals to collude in order to commit a fraud. 
In comparison the detective approach monitors transactions after they have been recorded. This approach requires strong accounting controls and an internal audit function. It is the internal audit function’s task to periodically review and verify the legitimacy of the business transactions. The accounting controls are used to detect any fraud that occurs between the periodic internal audits.   
vi. The term ‘internal controls’ refers to systematic measures put in place by an organisation to (1) conduct its business in an orderly manner, (2) safeguard its assets, (3) to deter and detect errors, fraud and theft, (4) ensure accuracy and completeness of its accounting data, (5) ensure adherence to its policies. Some internal controls that can be adopted by an organisation in order to prevent fraud activities are:
a. Segregation of duties
b. Adequate authorisation procedures, for example, value levels set for individual employees and two signatures required for large value cheques
c. Adequate and detailed documentation, records and audit trail
d. Physical controls, such as door or desk locks, over assets and records
e. Independent performance checks
f. Monitoring of controls to ensure they are effective

Q2.	The fraud risk assessment is the first step in planning and developing policies and anti-fraud procedures. The fraud policy must clearly define the term ‘fraud’ to ensure that the scope of the term is clear if used in court proceedings. Things to consider when phrasing this definition include, among others, the use of company assets for personal use, violation of fiduciary responsibilities and improper handling or reporting of money or financial transactions. The fraud policy should also include details of the organisations response to any fraudulent act detected or suspected. It should include details of how any tips or complaints can be made and to whom they should be reported. It must be ensured that the anonymity of the individual providing the tip is maintained. The policy should detail how such reports will be investigated, including how it will avoid the fraudster finding out about the investigation. The policy should also ensure that confidentiality is maintained for those who are innocently swept up in the investigation or are the whistle blower.
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