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	1. Give short answers for the following questions:
I. Outline the difference between policies and procedures.
Policies are the general objectives and principles of an organization. They set out the framework for the acting and concerned people. Derived from the policies the organization defines and implements specific procedures for various processes. Because of the concrete guidelines and recommended action the procedures help the organization to achieve their objectives and principles in an effective and transparent way. 

II. Name some techniques that help increase the perception for detection.
Perception for detection is the most effective way to detect fraud. Techniques that help increase the perception for detection are as follows:
· Surveillance: One possibility is to install cameras, e. g. on workplaces with cash payments. The point is that possible fraudster knows that their activities are "under control".
· Anonymous Tips: Also an effective way to detect fraud is the option to report an incident. Most suitable is to involve an impartial third party that coordinates the communication with the whistleblowers.
· Surprise Audits: Even the possibility that at any time a surprise audit could happen discourages fraudster.
· Prosecution: A resolute prosecution is absolutely necessary. It is a strong signal to potential fraudster.
· Enforcement of Ethics and Fraud Policies: The organization should ensure that the implemented ethics and fraud policies pushed through consequently.
· Catch me if you can: The biggest impact to perception for detection is to catch the fraudster. It shows that the methods and processes to detect fraud are effective.

III. How does internal audit help in fraud detection?
Internal audit help in fraud detection because it is a detective management tool to minimize risks and protect the organization from asset losses. Therefore it is also adapted for fraud detection. An internal audit analyses, reviews and identifies anomalies from the test objects. It is an effective prevention measure and it helps the organization to enforce the policies and procedures. Also helpful is the option to undertake surprise audits. The advantage is that the fraudster has no chance to cover up one's track, to manipulate evidence or to compose explanations.

IV. What is commanding approach of fraud detection?
There are some standard approaches that help to handle corporate fraud like directive, precautionary, detective, observation, investigative and insurance approach. All this kind of approaches helps to develop and implement fraud prevention and detection. Directive approach means that the management clarifies that any kind of fraud will be penalized. The next are preventive approaches that works in advance and the detective approach is a downstream control. Observation approach means the surveillance or monitoring of the employees to detect suspicious behavior or activities. Investigative approach is part of the following up and insurance approach is a possibility to minimize the risks or compensate the potential losses from fraud.
 

V. What is the difference between precautionary approach and detective
approach? How are these approaches used for fraud detection?
Precautionary or preventive approaches help to detect or impede fraud in advance. Therefore it is unavoidable to implement active and efficient internal controls like segregation of duties and the "4-eyes-principle". Also possible is to make preventive checks e. g. background checks for potential job candidates like a certificate of conduct. 
Detective approaches are controls that are made afterwards like in an internal audit. The audit legitimates and confirms the transactions and assets of an organization. The problem with detective approaches is that the fraud could have already been occurring.  

VI. Explain the term ‘internal controls’. Name some internal control activities that organizations can adopt in order to prevent fraud activities.
One part of the fraud triangle is opportunity. Unlike to the two other parts pressure and rationalization the organization has the most influence on opportunity. A major cause for fraud is the lack of segregation of duties. Internal controls must be effective, transparent and recorded. Some internal controls could be as follows:
· Adequate authorization procedures 
· Adequate documentation, records, and audit trails 
· Physical control over assets and records 
· Independent performance checks
· Monitoring of controls

2. Discuss the important points that should be considered when developing fraud policy.
The implementation of a fraud policy is an important step to protect an organization from fraud. A fraud policy should include the following important points:
· Definition of fraud: One important part of an effective fraud policy is a precise and proper definition of fraud within the organization. If this point is not clear courts, employers and employees have problems to identify fraud. For fraudster is too much room for interpretation. The policy should include and define any dishonest or fraudulent act, violation of fiduciary responsibilities, unauthorized use of the entity’s assets, improper handling or reporting of money or financial transactions, malicious activities involving the entity’s computers, systems, or technologies and so on.
· [bookmark: _GoBack]Methods management: An important element of a fraud policy is to include the applied management methods to detect and prevent fraud. The policy must describe the process how to report a suspect incident including the important questions that have to be answered like, who, what, where and when. Management methods must also clarify the information pathways for e. g. whistleblower that they have the guarantee that they remain anonymous or for suspect when and how they get information about an investigation like status or result. 






Student Statement:

By submitting this assignment, I confirm that this is my own work.

	Student Signature
	Alexa Ferrenberg
	Date
	12.08.2015


For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	



image1.png
ﬁ
o R




