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	1. Give short answers to the following questions:

i. Outline the difference between policies and procedures.

The difference between policies and procedures is that policies define the objectives and principles of the entity which procedures document the actions taken or the actions the entity will take to ensure that objectives are achieved.

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

Some of the techniques are the use of surveillance cameras to watch and monitor activities; surprise audits; following up on anonymous tips; enforcement of ethics and fraud policies where the entity ensures that it imposes the punishment laid down in its policy.
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iii. How does internal audit help in fraud detection?

Internal audit helps in fraud detection by carrying out regular visits which create a strong perception of detection by identifying, reviewing and analyzing anomalies. Also, surprise audits conducted by internal auditors is very effective method of detection, as the mere announcement that an audit might take place at any time creates a perception of detection.

iv. What is the commanding approach in fraud detection?

The commanding approach in fraud detection is the investigative approach, which includes following up on allegations through an investigation conducted by the entity in order to determine the nature and extent of the loss and the suspect or suspects.

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

The precautionary approach takes preventive measures to screen out potential fraudsters, while the detective approach entails setting up strong accounting controls and an internal audit function to monitor transactions against potential frauds. 

Under the precautionary approach background checks are carried out for possible previous criminal records and credit reports, and also segregation of duties take place as a preventive measure. 

Under the detective approach, instead, accounting controls are established to detect any fraud that may occur in between periodic audits, which are carried out as part of the internal audit function to verify the legitimacy of transactions and to confirm that the entity’s assets exist. 


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 are a system consisting of specific policies and procedures designed to provide management with reasonable assurance that the goals and objectives it believes important to the entity will be met.

Some of the internal control activities that organisations can adopt in order to prevent fraud activities are:

· Segregation of duties
· Adequate authorization procedures
· Physical control over assets and records
· Independent performance checks
· Monitoring of controls

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

When developing a fraud policy, the first important point to be considered is the definition of fraud. Without a definition of fraud within the policy, it will be more difficult for a judge or a jury to recognize certain actions committed by employees as fraud.

In the process of defining fraud, a number of actions should be considered, such as:

· Any dishonest or fraudulent act
· Violation of fiduciary responsibilities
· Asset misappropriation, such as funds, securities, supplies
· Personal use of the entity’s assets
· The disclosure of confidential and proprietary information to outside parties
· Acceptance of gifts from vendors, contractors or similar.
· Inappropriate use of records, equipment, etc.
· Misuse of entity’s computers, systems, or technologies 
· Any violation of a relevant legal act

Another important point to be considered is the methods management will adopt when irregularities are detected or suspected. In this regard, the policy should deal with the questions of who, what, where, and when in connection with any tips or complaints received and to whom such tips should be reported. 

The policy should ensure that the anonymity of the person providing the tip is maintained giving them the comfort that they can report any irregularities in confidentiality. 

The point of how to investigate those reports is another important pint as it should be part of the fraud policy. This is important in order to avoid the occurrence of false or mistaken accusations, as the allegations should be considered seriously and assessed accordingly as to whether they are true or not.

Confidentiality should be maintained, so no information on the investigation or the status of the investigation should be disclosed, unless it is authorized by management or required for legal reasons. That is why the policy should be very particular about this point of maintaining confidentiality for the sake of innocent employees and for the whistle-blowers.
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