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1. (i) Policies are the objectives and principles of an entity while procedures are the organization’s actions taken to ensure that objectives are achieved. Policies and procedures document all unethical actions and transactions and determine how violations should be treated.      

(ii) Perception of detection is one of the leading elements in fraud prevention. The fear of punishment, imprisonment, humiliation, and loss of personal relationships are enough to make a potential fraudster think several times before committing fraud and evaluate whether it is worth all the risk or not. Tactics for increasing the perception of detection include the following:
· Surveillance
· Surprise audits
· Prosecution
· Anonymous tips
· Catch me if you can
· Enforcement of ethics and fraud policies
 
(iii) Internal audit is part of good corporate governance and effective internal control function. Internal audit help in the implementation of inter controls and keep management in the loop on how effective the controls are and of any weaknesses in the system. There responsible for periodically verifying the legitimacy of transactions and confirming that the entity’s assets exist. By identifying, reviewing and analyzing anomalies, internal audit help in fraud detection. 

(iv) A commanding approach is a confrontational and authoritative approach, clearly stating that if someone steals they will be caught and fired from their job. The entity takes no measures to prevent fraud, if a fraud occurs and is detected, the accused is simply fired without prosecution. 

(v) Precautionary approach ensures that precautions are taken to prevent the fraud from occurring. Preventive measures are taken to screen out potential fraudsters through background checks for previous criminal records and credit report, segregation of duties, active and efficient internal controls.
While in detective approach the aim is to put up measures that can detect the fraud that could have occurred by setting up strong accounting controls and internal audit function to monitor transactions against potential frauds. Accounting controls detect any fraud that could have occurred in between periodic audits and internal audit function is responsible for periodically verifying of legitimacy of transactions and confirming that the entity’s assets exist.  

(vi) Internal controls are policies or procedures put in place to safeguard an asset, provide reliable financial information, promote efficient and effective operations, and ensure policy compliancy. For example locking of doors to your house/office is an internal control used to protect the assets you own.
Internal control activities that organizations can adopt in order to prevent fraud include the following;
· Segregation of duties
· Adequate documentation, records and audit trail
· Physical control over assets and records
· Adequate authorization procedures
· Independent performance checks
· Monitoring of controls

2. A fraud policy is established to facilitate the development of controls that will aid in the detection and prevention of fraud in an organization. While developing a fraud policy, there are several issues that need to be considered.
· Definition of fraud. It is important that the company craft a definition of fraud and make it a part of their fraud policy because without the proper definition of fraud a judge or jury would struggle to determine what fraud is. However if the entity uses the ACFE’s definition of fraud in its fraud policy and makes all employees sign it to secure their agreement, there would be less doubt regarding the term ‘’fraud’’ in the courtroom. The following are some of the issues to consider when defining fraud.
i. Misappropriation of funds, securities, supplies, or other entity assets
ii. Violation of fiduciary responsibilities
iii. Unauthorized use of the entity’s assets, such as equipment and computers for personal use.
iv. 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
v. Any violation of a relevant legal act
vi. Any dishonest or fraudulent act
vii. Earning profits from insider knowledge of entity activities.
· Methods management will adopt when irregularities are detected or suspected. This should include questions such as who, what, where, and when in connection with any tips or complaints that are received and to whom such tips should be reported. The policy should ensure that the anonymity of the person providing the tip is maintained. Special care should be taken not to disclose any information on the investigation or the status of the investigation unless it is authorized by the management or required for legal reasons, for this reason, the policy should specify how tips and complaints should be investigated.
Confidentiality should also be maintained for the sake of innocent employees who may have been swept up into the investigation and for the whistle-blowers. 
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