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1. Short Answers
i. Policies are objectives and principles of any entity meanwhile procedures are the actions taken by the organization to ensure that the objectives outlined are achieved. Though they are different in nature, both are used for documentation purposes. That is, policies and procedures document all unethical actions and transactions. In addition, the policies and procedures also determine how violations should be treated.

ii. Perception of deception, according to many crime experts, is the biggest limitation to any kind of crime. The fear of punishment, imprisonment and other negative consequences are considered enough to make potential fraudsters reconsider their intention to commit fraud. Though this technique is more effective in financial fraud cases than street crime, other techniques also exist. Some techniques that help increase the perception for detection are:
1. Surveillance cameras installed where assets are subject to high risk.
2. Anonymous tips should be followed up on in a timely manner.
3. Surprise audits prevent fraudsters from having the time to prepare deceptive answers for auditors.
4. Prosecution is a method of warning potential fraudsters against committing potential fraud.
5. Enforcement of ethics and fraud policies should be clear and understood.
6. Catch me if you can! – Catching the fraudster, prosecuting him or her and publicizing the treatment.

iii. An internal audit helps in fraud detection in many ways. According to the Association of Certified Fraud Examiners (ACFE), the internal audit is the highest ranked method of detection. This is because the audit highlights transactions against potential fraud. Given the fact that audits are done periodically, the legitimacy of transactions are verified. As stated previously, audits also confirm that the entity’s assets exist. This alone helps in detecting fraud as if the asset is non-existent, fraud investigation would begin. Financial records and transactions of the organization are dissected along with the policies and procedures that auditors question.  Auditors also ensure compliance to regulatory standards and policies and lack thereof is questioned. These questions alone help detect fraud, as management may not be able to answer these questions, which will trigger a red flag.  As evident, an internal audit not only supports the investigation, but also helps gather the evidence and controls all aspects of remediation.

iv. The commanding approach or the directive approach is one that is confrontational and authoritative. Such an approach explicitly states that if someone is caught stealing, they will be fired from their job. However, in adoption of this approach, the entity is not taking any measures in preventing fraud. This is because if a fraud occurs and is detected, the fraudster is fired without any prosecution. Since it is so direct, preventative measures are not a priority.

v. Precautionary or preventive approach is when preventative measures are taken to screen potential fraudsters such as background checks, credit reports, efficient internal controls and segregation of duties. In contrast, detective approach is used as a monitoring tool. Strong accounting controls and internal audit functions are set up in order to monitor transactions against potential frauds. These approaches used for fraud detection as background checks can highlight those candidates who hold criminal records or poor credit reports; those that hold motivation to commit fraud because lack of status due to criminality or lack of financial stability due to high debt. In addition, internal audit function is one of the highest ranked methods of detection as it periodically verifies the legitimacy of transactions. An effective audit will confirm that the assets claimed by the organization exist.  A combination of these aspects helps detect and prevent fraud.

vi. Internal controls can be best defined as a process in place that ensures that achievement of an organization’s objectives. Those objectives are ideally in the organization’s operational effectiveness, financial reporting, compliance standards and regulations and policies.  Some internal controls activities that might aid in preventative measures are as follows:
1. Adequate authorization procedures
2. Adequate documentation, records and audit trail
3. Physical control over assets and records
4. Independent performance checks
5. Monitoring of controls

2. Discussion
A fraud policy should be sound in order for an effective anti-fraud environment to exist. However, other factors should also be considered. For an effective anti-fraud system, the fraud policy needs to be communicated to all related parties and the implementation by these parties should be monitored.  A fraud policy is only a starting point for an efficient response to fraud and therefore, consideration to many issues in developing an effective policy must be pursued. The following list highlights the main considerations:
1. Definition of fraud
a. First and foremost, the definition of fraud needs to be understood fully. Fraud is a combination of things but to best define it, the following aspects should be considered when defining fraud:
i. Any dishonest or fraudulent act
ii. Violation of fiduciary responsibilities
iii. Misappropriation of funds, securities and other assets
iv. Unauthorized use of entity’s assets such as equipment used for personal use
v. Improper handling or reporting of money and other financial transactions
vi. Earning profit from insider knowledge of activities (insider trading)
vii. Disclosing confidential, proprietary, securities-related information to outside parties
viii. Accepting or seeking goods of material value in exchange for services
ix. Deconstruction, removal, inappropriate use of records
x. Malicious activities involving entity’s equipment
xi. Any violation of a legal act

2. Adopted methods by management
a. When irregularities are detected or suspected, management should have methods in place in order to investigate and understand the fraud. Such methods can be questions such as who, what, where and when in combination with any tips or complaints that are received. In any case, anonymity of the tip provided should be maintained.

3. Investigation methods
a. The fraud policy needs to specify how reports should be investigated and advise the suspect that an investigation is being carried out. However, in doing so, information regarding the investigation or the status of it should not be disclosed by any means unless of course it s authorized by the management or is for legality purposes. 

4. [bookmark: _GoBack]Confidentiality
a. The fraud policy also needs to maintain confidentiality for those who are innocent and have been swept up into the investigation and especially for those who are the whistle blowers.
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