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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. 
	                                                                                            Name: Priyesh Teelokee                                                                                                    Student No: 1544
     Assignment no : 10
Page no: 1
1
i.
 Policies are the specific objectives and principles set by an entity these are clear and simple guiding principles to help with decision making and how the entity intends to operate. Whereas procedures are much more in detail and shows how each policy will be put into action and objectives achieved.

ii. 
Techniques such as:
Surveillance
Cameras need to be set in high risk areas to increase the feeling of being watched and monitored all the time.
Anonymous Tips
Communication gateway must be implemented to make it a safe path to offer tips 
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and encourage individuals to report.
Surprise Audits
Surprise audits should be performed
Prosecution
Fraudster should be prosecuted and this will send a strong signal that no one can get away from the fraud committed.
Enforcement of ethics and fraud policies
Entity should set a clear plan of action against fraud and establish fraud policies and penalties beforehand.
The entity should catch fraudster and punish accordingly and reward those who helped to detect fraud.

Iii
 The internal audit is the highest ranked proactive method of detection. The internal audit can perform surprise audits as a measure to deter; Simply by a mere announcement of a surprise audit, it creates the perception of detection. Fraudsters are unaware of when at any point in time, an audit may be carried out, thus they are unable to prepare their deceitful answers and finally get caught. 
The audit team when performing their analysis may come across unusual trends in figures. These unusual trends may be reviewed in depth and this is the duties of the audit team. While exploiting these trends, the auditors may come across fraud that would have not been found otherwise.
The audit team can be used as a channel of communication between the employees, i.e. those who want to send anonymous tips or whistle blow. It is a safe channel where individuals can easily report a fraud without any fear.

iv. 
The commanding approach must be the detective approach. This involves setting up
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 strong accounting controls for transactions and implementing an internal audit function, in order to monitor the internal control system set to prevent and detect fraud.
The detective approach comprises of all the other approaches, this is because in the detective approach has an internal audit function. This internal audit function set up controls such as observation of physical assets and includes internal controls such as segregation of duties. The function may also investigate over unfavorable and allegation of fraud.

V
 The main difference between the precautionary and the detective approach is that the precautionary approach takes preventive measures in order to reduce the risk of fraud, i.e. to reduce the probability of fraud whereas the detective approach is able to control and detect the fraud as when they occur through the use of internal controls. Precautionary approach is before the occurrence of the fraud whereas detective approach is after the occurrence of the fraud.
Precautionary approach as the preventive approach uses preventive measures such as background checks of the individual before hiring. This involves a check in the family background, criminal record as well as debt level. There is also segregation of duties which is extremely important as it prevent collusion between co workers. Another preventive measure is the role of regular audits which sends a strong signal to the employees showing that the organization is fraud aggressive and zero tolerance.
Detective approach involves setting up strong accounting controls for transactions and implementing an internal audit function, in order to monitor the internal control system set to prevent and detect fraud. The detective approach comprises of all the other approaches, this is because in the detective approach has an internal audit function. This internal audit function set up controls such as observation of physical 
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assets and includes internal controls such as segregation of duties. The function may also investigate over unfavorable and allegation of fraud.

Vi
Internal controls are set in order to increase the effectiveness and efficiency of a company’s operations. This involves setting up strong controls in order to prevent and detect fraud as well as to protect the company’s valuable assets. A well monitored internal control system acts like a strong barrier to fraud and reduce the probability of fraud.
Internal control activities such as:
Segregation of duties.
Proper authorization and signatories
Regular audits and monitoring of transactions
Observation and surveillance
Frequent reconciliations of accounts
Limited and authorized access to cash sensitive places

2
An important point while developing a fraud policy is first of all to define what is fraud. It is vital for the organization to set the definition clear with all its employees, to avoid confusion. Some e.g. that can be considered when defining fraud:
Any dishonest or fraudulent act
Violation of fiduciary duties
Unauthorized use of entity’s assets for personal use
Disclosing confidential information to third party
Secondly it is important to determine how management would approach to tackle such irregularities as fraud. It is important for the entity to have a clear plan of action and how investigation should be carried in case of fraud. The policy should 
                                                                                            Name: Priyesh Teelokee                                                                                                    Student No: 1544
     Assignment no : 10
Page no: 5

determine what, who and where in case any tips or complaints are being reported. The policy should maintain confidentiality and should not disclose any information regarding tipsters. 
Thirdly, it is important to determine the penalties for the different kinds and levels of fraud beforehand. It is vital for the entity to take appropriate sanctions against fraudsters; this will also act as a perception of detection. The entity must ensure that it imposes the punishment laid down in its policy.
Lastly, the entity should determine on the different approaches in order to minimize the risk of fraud. Approaches such as the directive approach, the preventive, the detective, these will help to set a strong barriers against fraud.
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