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                                                           Assessment #:  10
Q1 (i) the objectives and principles of an entity are its policies, while the organisation’s actions taken to ensure that objectives are achieved are called procedures. Policies and procedures documents all unethical actions and transactions and determine how violations should be treated. A sound fraud policy and procedures based on that policy contributed substantially to laying a firm foundation an anti-fraud environment. All publically traded companies are required to have an ethics policy as per SOX, while companies without an ethics policy are required to the reasons for its absence. Policies define entity objectives and principles, while procedures define actions by the entity to ensure that objectives are achieved. Policies and procedures document the actions and transactions determined to be unethical, as well as starting how violations will be treated. The company’s fraud policy is a source indicating the company’s policy and procedures should have the following characteristics in order to develop an effective ant-fraud culture:
. Define frauds
. Publication and communication of policy 
. Describe how anti-fraud controls would be implemented 
. Describe training 
. Describe proactive audit measures to detect and prevent fraud 
. Define investigation policies and procedures
. Describe actions taken in fraud audit
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Q1 (ii) an anti-fraud program is intended not only to detect fraud but also to prevent it. Detection and prevention are linked to each other and constitute an important part of the anti-fraud system. This unit discusses the components of a successful and efficient anti-fraud control system. Prevention environment: analysis the entity’s culture and changing it if necessary is important if fraud prevention is to be succeful. There are certain activities and attitudes that can help in achieving this goal. Discussed below are some important prevention elements that are generally applied to the entity are not targeted at a specific fraud. Corporate governance structure: according to research, weak corporate governance has played a role in all major financial frauds. In 1998, the COSO Landmark study examined 200 out of 300 fraud cases handled by the Securities and Exchange Commission (SEC) between 1987 and 1997. This study revealed that all entities that were investigated had weak boards. In 72% of cases, the chief executive officer (CEO) was identifies as being involved in the fraud. In 43% of cases, the chief financial officer (CFO) was similarly identified.  Moreover, according to wheel, deal and steal. The report identified the following weaknesses: Dependent board members
. Insider dominating the board
. Significant equity holdings by board member
. Inexperience board members
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Q1 (iii) at time where organisations are perceived to have an increase vulnerability to fraud, and with many of them having experienced actual within their organisations, it appears that internal audit are increasingly focusing on fraud risk. Not only is there boardroom discussion on the topic, but steps are being taken to increase the coverage of fraud risk within the remit internal audit. One of the key findings to emerge from deloitte’s second biannual internal audit survey is the desperate approach to the use of data analytics in the prevention, detection and investigation of fraud. When asked whether data analysis is used by internal audit in their fraud prevention, detection or investigation activities, 40% of our respondents said no 38% also said they were not adequately resourced to perform data analysis. When asked what would help internal audit be more effective in providing assurance over fraud risk, 47% said an increased use data analytics would help the most. Internal auditors love fraud: detecting it and investigating it. According to the association of certified fraud examiners (ACFE) report to the nation (RTTN) statistics, the internal audit is the highest ranked, proactive method of detection. However, surprise audits conducted by internal or hired auditors is an even more effective’s method. These are effective for more than just fraud detection; the mere announcement that an audit might take place at any time creates a perception of detection.
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Q1 (iv).  The objectives of the review was to identify approaches for establishing fraud risk assessment programs and conducting fraud risk assessments within the DOD. The review focused on various DOD activities including the following: Preventive approach. According to this approach, preventive measures are taken to screen out potential fraudsters, these measures include background checks for previous criminal records and credits reports. Active and efficient internal controls also contribute to fraud prevention. Segregation of duties to the extent that the management must override controls or people must collude in order to commit fraud is also a tactic used in the preventive approach. . Detective approach: this entails setting up strong accounting controls and an internal audit function to monitor transactions against potential fraud. The internal audit function is responsible for periodically verifying the legitimacy of transaction and conforming that the entity’s assets and exist. Accounting controls are established to detect any fraud that may occur in between periodic audits. . Observation approach: this approach is dependent on the physical observation of assets and employees. Management is responsible for monitoring employee conduct and looking out for suspicious behaviour and activities. Camera and other kinds of in person surveillance are used to monitor the level of stock and quantity of valuable portable goods, such as cash and valuable inventory. 
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Q1(v) the precautionary approach is a strategy to cope with possible risks where scientific understanding is yet incomplete, such as the risks of Nano technology, genetically modified organisms and systemic insecticides. Precautionary approach to risk management states that if an action or policy has a suspect risk of causing harm to the public, or to the environment, in the absence of scientific consensus.
. Detective approach: this entails setting up strong accounting controls and an internal audit function to monitor transaction against potential frauds. The internal audit function is responsible for periodically verifying the legitimacy of transactions and conforming that the entity’s assets exist. Accounting controls are established to detect any fraud that may occur in between periodic audits. These approaches are investigator, usually a member of a law enforcement agency. Some are private persons, and may be known as private investigators or private eyes’’. Informally, and primarily in fiction, a detective is any licensed  or unlicensed person who solves crimes , including historical crimes, by examining and evaluating clues and personal records in order to uncover the identity and where about of the criminal. In some police departments, a detective position is achieved by passing a written test after a person completes the requirements for being a policer officer.
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[bookmark: _GoBack]Q1 (vi) opportunity is one the elements of the fraud triangle, referring essentially to internal controls. Fraud auditors have little impact on the other two legs of fraud triangle, i.e. pressure and rationalisation, although management can create an enabling environment for these elements. Pressure and rationalization are psychological and are therefore difficult to observe. Internal controls, on the other hand, are more easily observed and may influence the opportunity to commit fraud. One of the most common internal control lapse is the lack of segregation of duties. The following are some internal control activities that might serves as preventive measure: Adequate authorisation procedures
. Adequate documentation, records, and audit trail
. Physical control over assets and records
. Independent performance checks
. Monitoring of controls. Invigilation is a variation of surveillance. During invigilation, the fraud auditor is responsible for creating a fraud free environment through a high profile, well-staffed fraud audit. The employees will be very careful and ensure that no fraudulent activity takes place during invigilation, and this period provides a benchmark for the amount the company should be earning in revenue. 
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Q2 the company’s fraud policy is a source indicating the company’s fraud fraud prevention measures, actions that have been taken to detect and respond to fraud, and the efficacy of that anti-fraud environment. The company’s policy should have the following points in order to develop the fraud policy:  Any dishonest or fraudulent act 
.  Violation of fiduciary responsibilities 
.  Misappropriation of funds, securities, supplies, or other entity assets
.  Unauthorised use of the entity’s assets such as equipment and computers for personal use   
. Improper handling or reporting of money financial transactions
.  Earning profits from insider knowledge of entity activities
.  Disclosing confidential and propriety information to outside parties 
.  Disclosing securities related activities of the entity to outsider 
.  Accepting or seeking anything of material value from contractors, vendors or persons providing services or material to the entity.  
.  Any violation of a relevant legal act
For an effective anti-fraud system, a written fraud and ethics policy alone is insufficient. It is necessary to communicate this policy to all related parties and implemented it.
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