[image: BOLC_Logo]                                                                  
 (
   
Assignment Cover Sheet
)



	Student Name:
	Geoffrey Page 

	Student Number:
	2174

	Course:
	Diploma in Forensic Accounting

	Assignment NO:
	Ten (10)



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. 
	Geoffrey PAGE
Student No 2174
Assessment  No 10
Page No 1 of  8
SHORT ANSWERS

Question 1
Question i.		Outline the difference between policies and procedures
The “policies” are the determined and evolving
· objectives and
· principles 
of an organisation, corporation or business.
The “procedures” are the actions taken by the organisation, corporation or business to ensure that the “policies” being the objectives or principles are achieved.
A combination of “policies and procedures” document the desire,  actions and transactions determined to be unethical, as well as stating how violations will be treated.
The organisation, corporation or business's “policies and procedures” 
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should have the following characteristics in order to develop an 
effective anti-fraud culture:-
· Define frauds
· Document and communicate policy
· Describe how anti-fraud controls would be implemented
· Describe training
· Describe proactive audit measures to detect and prevent fraud
· Describe how anti-fraud controls are tested
· Define investigation policies and procedures
· Describe actions taken in the fraud audit
· Describe how evidence is analysed
· Describe ways to resolve a fraud
· Describe procedures used for incident reporting

Question ii.		Name some techniques that help increase the perception 			for detection.
“Perception” by a potential fraudster of detection or being caught is one of the leading elements in fraud prevention. Increasing the “perception” of  being caught or detected is an, efficient, effective and  cost-efficient way of minimizing the risk of fraud. The greatest perception of detection is to catch the fraudster, prosecute him/her according to the law and organizational policy, and publicize the treatment of the fraudster.
Techniques for increasing the “perception” of detection include (but are not limited to):-
· Surveillance or observation
· Taking notice of anonymous tips by others, e.g. employees
· Conduct regular surprise audits where possible 
· Prosecution of offenders to the full extent of the Law
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· Enforcement of ethics and fraud policies, based upon a clear plan of action
· Catch me if you can, ie “‘catch and prosecute” the fraudsters and reward those who actively assist in identifying the fraud!

Question iii.	How does internal audit help in fraud detection?
Internal audit is the activity within the organisation, corporation or business that allows for the systematic, disciplined approach to 
evaluate, review and improve the effectiveness of risk management, control, and governance within the organisation, corporation or business. 
The internal audit focuses on financial accounts, financial accounting systems and financial risk controls so that the risk of fraud is reduced. The internal Auditor examines accounts and transactions together with underlying infrastructure of accounting systems, verification of assets and built in risk controls of the organisation, Company or organisation. Fraud detection is a task of the internal audit function.
The internal audit function through physical activity and computer related programs is responsible for periodically verifying the legitimacy of transactions and confirming that the entity's assets exist. The internal audit is 
· a verified,  
· proactive 
· systemised and
· highest ranked   
method of fraud detection.
Conducting a surprise or unscheduled internal audit is an effective method of uncovering or detecting a fraud. The mere announcement that an audit might take place at any time creates a perception of detection, as fraudsters do not have the time to 
· ensure that the fraud will go undetected  or
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· prepare deceptive answers for the auditors,
as the fraudster or potential fraudster does not know when the audit will occur. 

Question iv. 	What is the commanding approach in fraud detection?
The proactive response to “anonymous tips” is one of the best methods of fraud detection, as well as prevention. 
However the “surprise or unscheduled internal Audit” is the commanding or highest ranked, proactive method of fraud detection.

Question v. 	What is the difference between precautionary approach and detective approach?

The precautionary or preventive approach is where preventive measures are taken to screen out potential fraudsters, this include background checks for previous criminal records and credit reports. Active and efficient internal controls also contribute to fraud prevention. Segregation of duties to the extent that the management must override controls or people must collude in order to commit fraud is also a tactic used in the preventive approach.
The detective approach is the setting up of strong accounting controls and an internal audit function to monitor transactions against potential frauds. 
· The internal audit function is responsible for periodically verifying the legitimacy of transactions and confirming that the entity's assets exist. 
· Accounting controls or are established to detect any fraud that may occur in between periodic audits.

How are these approaches used for fraud detection?
The precautionary approach is a method of trying to prevent fraud occurring 
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by taking pro active actions or steps to prevent a fraud from being carried out. 
The detective approach relies on the 
· the internal audit function 
· installed accounting controls 
to reduce the incidents of fraud and detect the fraud once it has occurred.
Both the precautionary and detective approach are proactive behaviour by management to reduce the incidents of fraud occurring or recognise it once it has occurred.

Question vi. 	Explain what the term 'internal controls' means. 
Internal Controls are methods and/or procedures adopted in an organisation, Company or a business to:-
· safeguard its assets
· ensure financial information is accurate and reliable
· ensure compliance with all financial and operational requirements
· generally assist in achieving the business objectives and goals
· reduce the exposure to risk associate with fraud
· prevent and detect errors and fraud
· highlight fraud when/if it occurs
Internal controls are an active and efficient contribution to fraud prevention. They are easily observed and reduce the incidence and opportunity to commit fraud. The components of internal control are 
1. the control environment
2. risk assessment
3. control activities
4. information and communication
5. monitoring
6. report of systems break downs or breaches
A sound internal control system will make the practice of fraud
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harder to carry out, as well as making eventual detection more likely, because the fraudster will need to bypass the internal controls and possibly bring attention to a transaction or event, 
that is different from normal activities.
The internal auditor is an integral part of the internal control system. As he/she is an employee and well trained in the organisation's procedures and usually monitors and reports to management on the internal control system operation including ( but not limited to) the:-
· maintenance of the internal controls,, 
· monitoring the effectiveness of the internal controls,  
· breaches of the internal controls, 
· perceived or detected fraud 
· constant upgrade required the internal controls, due to the 
· detected or suspected fraud
· changing environment 
· changing operating systems 
· changing organisational procedures 
· changes in software
· change in the organisation’s goals or expectations

Name some internal control activities that organisations can adopt in order to prevent fraud activities.
The fraud detection activities include (but are not limited to) 
· Adequate authorisation procedures
· Adequate separation or segregation of duties
· Adequate documentation, records and audit trail
· Adequate physical control over assets and records
· Independent performance checks
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· Monitoring of controls
· Adequate system of reporting internal control breaches or fraud


Question  2.	Discuss the important points that should be considered when developing fraud policy.
The fraud policy needs to address the
· the prevention  and 
· detection 
of fraudulent action or conduct in a business, Corporation or enterprise from both 
1. Internal sources e.g. employees and officers
2. External sources e.g. internet or cyber fraud
Management needs to seriously consider and understand the following when determining the fraud policy in collaboration with other specialists like the Forensic Accountant, the external Auditor and/or the internal Auditor:-
A. The definition of the misconduct or fraud to be addressed
B. The methods that management will adopt when the misconduct or fraud is suspected or detected, this includes the method of 
· the method of investigation the misconduct
· the method of reporting the misconduct or fraud
· the level of desired confidentiality unless  “going public” on the issue,
· any proposed action to be taken once the misconduct or the fraud is confirmed
· the action to be taken to ensure that the misconduct or the fraud does not occur again or in the alternative the risk of re occurrence is minimised.
· the method of to maintain confidentiality/protection of “whistle blowers”
C. the cost of maintaining a fraud detection environment and fraud 
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[bookmark: _GoBack]detection system, the reality is that there is a substantial cost involved, thus the  “cost -V- benefit analysis” forms part of developing a fraud policy. 
The important points that should be considered when developing fraud policy are to ensure that the fraud policy addresses the following (including but not limited to):-
· Any dishonest or fraudulent act impaction on the organisation from the internal and/or  external environment
· Once a fraud is detected, an efficient fraud response mechanism is required
· Any serious violation of fiduciary responsibilities by an officer(s) and/or employee(s)
· 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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