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	Q1.
i. Outline the difference between policies and procedures.
The objectives and principles of an entity are its policies, while the organization’s actions taken to ensure that the objectives are achieved are called procedures. Policies and procedures document all unethical actions and transactions and determine how violations should be treated.
ii. Name some techniques that help increase the perception for detection.
a) Surveillance
b) Anonymous tips
c) Surprise audits
d) Prosecution
e) Enforcement of ethics and fraud policies
f) Catch me if you can!
iii. How does internal audit help in fraud detection?
The internal audit unction is responsible for periodically verifying the legitimacy of transactions and confirming that the entity’s assets exist. Accounting controls are established to detect any fraud that may occur in between periodic audits.
iv. What is the commanding approach in fraud detection?
The directive approach. This is a confrontational and authoritative approach, clearly stating that if someone steals, they will be caught and fired from their jobs. In taking this approach, the entity does not take measures to prevent fraud. If a fraud occurs and is detected, the accused is simply fired without prosecution. In such a case, the management itself would be shocked to learn that someone had committed a fraud.
v. What is the difference between precautionary approach and detective  
approach?
                    How are these approaches used for fraud detection? 
a) With the preventive approach, preventive measures are taken to screen out potential  fraudsters; these measures include background checks for previous criminal records and credit reports.
b) The detective approach entails setting up 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.
     vi.        Explain what the term ‘internal controls’ means. Name some internal control
                 activities that organisations can adopt in order to prevent fraud activities
                 Opportunity is one of the elements of the fraud triangle, referring essentially to  
                 internal controls. Fraud auditors have little impact on the other two legs of the  
                 fraud triangle, i.e. pressure and rationalization, although management can create  
                 an enabling environment for these elements. The following are some internal  
                 control activities that might serve as preventive measures:
a) Adequate authorization procedures
b) Adequate documentation, records and audit trail
c) Physical control over assets and records
d) Independent performance checks
e) Monitoring of controls

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

An appropriate fraud policy is the best starting point of developing an efficient fraud response. This step must be undertaken before a fraud actually occurs or before the specifics of an anti-fraud program are determined. While developing a fraud policy, there are several issues that need to be considered. The first is the definition of fraud. The following should be considered when defining fraud:
a) Any dishonest or fraudulent act
b) Violation of fiduciary responsibilities
c) Misappropriation of funds, securities, supplies or other entity assets
d) Unauthorized use of the entity’s assets
e) Improper handling or reporting of money or financial transactions
f) Earning profit from insider knowledge of entity activities
These are but some of the things to consider. The entity’s fraud policy should also include the methods management will adopt when irregularities are detected or suspected. The policy should be particular about maintaining confidentiality for the sake of innocent employees who may have been swept up into the investigation and for the whistle-blowers.                     
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