[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Burnadene Falconer

	Student Number:
	1319

	Course:
	Fraud Prevention

	Assignment NO:
	Unit 10



	Please insert your completed assignment ( in word format)  here:
1.
(i)    The difference between policies and procedures is that policies are the objectives and principles that govern the entity while procedures are the actions that the organisation take to ensure that the objectives are being achieved. Policies and procedures must work hand in hand in achieving the objectives of the organisation. For instance, an organisation will develop a fraud policy and employ the procedures to ensure that the policy is being adhered to by management and staff.

(ii)  The perception of detection is a significant deterrent to any type of crime, as the fear of being punished, imprisoned, humiliated and the loss of personal relationships is enough to make any fraudster fearful of getting discovered and will reconsider committing the fraudulent activities. The techniques that are used to increase perception include:

(a)  Surveillance – installation of cameras in strategic points throughout the organisation.
(b) Anonymous tips – employees providing tips without divulging their names or other personal information is a good technique, as potential fraudsters would be aware that anyone could turn them in at any time.
(c) Surprise audits – announcement of a surprise audit can influence the fraudster into confessing for fear that the audit may find out their fraudulent activities.
(d) Prosecution - prosecution for fraudulent activities is a strong deterrent to the fraudster and sends a strong signal that the fraudster will be punished in accordance with the full extent of the law.
(e) Enforcement of ethics and fraud – having a clear plan of action when fraud occurs which includes highlighting the penalties for breaking the policies will send a clear message to the potential fraudster. 
(f) Catch me if you can! – showing any potential fraudster that when caught they will be prosecuted to the full extent of the law and their fraudulent activities publicized will positively affect the perception of detection. 

(iii)  The internal audit function helps in detecting fraud by minimizing the opportunity required for a potential fraudster to commit fraud. The internal audit function reviews the internal controls of the organisation and is a preventative measure. The function can be useful in identifying, reviewing and analyzing any anomalies in the organisation’s internal controls. Regular audits from the internal audit function can be a deterrent tool in the perception of the detection of a potential fraud as the fraudster would consider that the audit would reveal his fraudulent activities.
 

(iv) The commanding approach in fraud detection is the creation of an anti-fraud program with the intended purpose is not only in detecting fraud but also to prevent it. The company will have to ensure that there is an effective and efficient anti-fraud system in place; one that is embedded in the company’s culture, that becomes part of the attitudes and activities of all parties involved. The tone at the top will play a significant role in the development and implementation of anti-fraud program, as key management will be integral in developing the anti-fraud culture.


(v) The difference between precautionary approach and detective approach is that the precautionary approach uses certain preventative measures to screen out potential fraudsters. The screening methods include background checks for criminal records and credit reports. Segregation of duties is a precautionary measure that a company can employ although management would have to override the controls and employees would have to collude to negate this measure. In contrast to detective approach where the entity implements strong accounting controls and a robust internal audit function. The internal audit function is useful in periodically verifying the accuracy and authenticity of transactions and also confirming the existence of the company assets. 
       
       Therefore the precautionary approach instills certain measures before the fraud can occur and the detective approach has measures that are a part of the company’s day to day operations.

(vi)  An entity will implement policies and procedure that will govern the way it operates. Processes and transactions will form part of the life cycle of the company and internal controls will aid in achieving the entity’s goals and objectives. With the inclusion of internal controls in a company it will minimise the opportunity for the fraudster to commit any fraudulent activities as these can be monitored. Some internal controls that the company can adopt include:

(a) Having adequate authorization procedures, for e.g. the onus isn’t on one manager is allowed to authorize a transaction/account limit/change;
(b) Having adequate documentation, records and audit;
(c) Physical control over assets and records, for e.g. people have limited access to assets and records
(d) Performance of independent checks on assets and records,
(e) Monitoring of the adequacy of the controls that have been put in place.


	2. The fraud policy is important as it enables the company to develop an anti-fraud culture. The policy will indicate the company’s fraud prevention measures and actions that will be undertaken to detect and respond to fraud, and assess the efficiency of the anti-fraud environment. To develop an effective policy and culture the company should consider the following:

a) a definition of the frauds that are mentioned and covered in the policy,
b) publication and communication of the policy, how the policy will be circulated throughout the company,
c) description of the how the anti-fraud controls would be implemented,
d) description of training whether in-house or external training,
e) description of proactive audit measures to detect and prevent fraud,
f) describes how the anti-fraud controls will be tested,
g) definition of the investigation policies and procedures,
h) description of the actions to be taken in the fraud audit,
i) description of how the evidence will be analysed,
j) description of the ways to resolve the fraud,
k) description of the procedures used for incident reporting.

The policy should be in written format and communicated to all parties. It can be included in employee orientation programs and regular meetings or monitoring to ensure compliance.
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