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	1. Question 1:
Question 1.1 Outline the difference between policies and procedures:
The difference between procedures and policies are:

· Procedures describe what the employees actions should be when encountering a specific circumstance. For example, when a cheque needs to be issued over US$ 100,000 it will require sign of by the CFO as well as CEO. This dictates the company procedures. 
· Policies characterize the company’s principles and objectives. For example, the companies stances in regards to fair trading, ethical business conduct etc.
Question 1.2 Name some techniques that help increase the perception for detection
These techniques may include:

· Some experts in fraud prevention suggest that the perception of fraud detection is most valuable. 
· These fraudsters very often stop, think, and decide that the fraud is too high of a risk, because of the fear of disgrace, jail, or loss of family ties etc.
· The risk of fraud can be minimized by “increasing the perception of detection” through deployment of techniques such as:
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Question 1.3 How does internal audit help in fraud detection?
Internal audit could help in fraud detection through:

· Deploying surprise audits to detect fraud and lower the employees chances of hiding or destroying evidence (hiding cash register / duplicate cheques and or the existence of pro-forma supplier invoices that was create by the employee (and may still be on his PC). Surprise audit prevents the employee from destroying this evidence.

· Deploying yearly audits designed to detect fraud.

· Deploying other pro-active fraud audits through their audit scope design.

· Internal audits projects provide fraud detection initiatives in it self.
· A surprise audit was that is not announced and unexpected can create a perception of detection.
· Internal audit projects could serve as a “check on accounting controls”, I regards to the existence and effectiveness. 
· Internal audit surprise audits very often generates whistle blower reports due to pressure and or the occurrence of the so called “blame game” amongst employees when the pressure comes through internal audits.
· Internal audits observations may assist the identification of high risk areas, which could be pointed out to the executive committees. The executive / audit committee could then launch further fraud detection projects 
Question 1.4 What is commanding approach of fraud detection?
The commanding approach to fraud detection may include:

· Authoritative and confrontational and basically positions the approach as, a warning not to commit fraud or steal. Painting the picture that you will be severely dismissed in case you are caught committing fraud, stealing you will be fired without further discussion.
Question 1.5 What is the difference between precautionary approach and detective
approach? How are these approaches used for fraud detection?
The difference between the precautionary approach and the detective approach is:

· Precautionary approach background checks, criminal records and credit reports are collected reviewed and assessed to establish the suitability of a potential employee.
- Internal controls are also an element for the preventative approach. For example where collusion is a potential issue, the checks to establish collusive participation between employee and supplier  can be consider as precautionary measures to reduce risk in regards to employees.

- Implementing segregation of duties, where employees may be colluding to commit fraud, may also be considered as a precautionary approach.

· Detective approach may include elements such as 
- Deployment of accounting controls to reduce fraud

- Deployment of internal controls to monitor activity and reduce fraud.
- Deployment of asset verification, value and write off- (impairment for the FY) checks.

- Deployment of transaction checks through periodic audits.
Question 1.6 Explain the term ‘internal controls’. Name some internal control activities that organizations can adopt in order to prevent fraud activities
Internal controls may include:

· Control Procedures put in place by executive management / company policies to prevent, the abuse / theft of company assets.

· Therefore, the so called control environment, specifically antifraud control activities, can act as preventive fraud measures.
Other internal control activities that organizations can adopt in order to prevent fraud may include:
· Authorization of deals, business, cheques, purchase orders etc (include secondary, or even third level sign off for cash expenses above thresholds, or cheques above thresholds.
· Satisfactory documentation, (certified ID documents and company registration docs when suppliers are registered etc). Proper invoices and raw material quality certificates / weigh bridge receipts etc for deliveries).
· Physical control of assets, (company cars and usage over weekends, sign off required by CFO and secondary person etc)
· Independent checks on performance.
· Monitoring of controls etc and deployment of analytical measures as defined below
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· Primary analytic measures observe high-risk areas for audit procedures, including the nature, timing, and extent etc.
· Functional analytic measures are used to obtain audit evidence to evaluate account balances.
· Concluding analytic measures are used to assess the respectability of audit that was concluded in overall assessment of the demonstration of the financial statement.
2. Question 2: Discuss the important points that should be considered when developing fraud policy.
Important points that should be considered when developing fraud policy may include:
· Senior ownership and describe who will take ownership for fraud control and a senior executive level.

· Sign off Fraud Control Policy Board, Risk and Excom level. 
· Set the “tone at the top” by describing it in the policy as high importance
· Described what is considered as fraud, theft and asset misappropriation of the company (detail around each area of business should be considered here) 
· Describe who the fraud response team and who will deal with it and how it should be dealt with 
· Describe the prevent, detect and response approach and defines procedures and roles and responsibilities in each area as depicted below:
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· Describe fraud reporting procedures as well as whistle blower procedures
· Describe employee reward scheme for reporting fraud and or suspected irregularities
· Describe disciplinary proceedings and rights of employees in case of fraud, theft or misappropriation of company assets.

· Describe communications around fraud and who / how it will be communicated and at what level and how it will be dealt with if it comes in the media.
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