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	Question 1
I. Policies define entity objectives and principles. Other writers say policies are guiding principles used to set direction in an organization. They can be courses of action to guide and influence decisions. They should be used as a guide to decision making under a given set of circumstances within the framework of objectives, goals and management philosophies .Procedures define actions the entity takes to ensure objectives are achieved. Procedures are particular ways of accomplishing something. They should be designed as a series of steps to be followed as a consistent and repetitive approach or cycle to accomplish an end result.
II. Some techniques to increase perception for detection are as follows
· Surveillance
· Anonymous tips
· Surprise audits
· Prosecution
· Enforcement of ethics and fraud policies
· Catch me if you can
III. The internal audit help in creating a perception of detection since they come unannounced. They also help consider the organization’s assessment of fraud risk and management’s fraud detection capabilities. They assist in the evaluation of internal controls used to detect or mitigate fraud. The internal audits helps to assess the effectiveness of the internal controls to prevent, detect and mitigate fraud.
IV. The commanding approach is confrontational and authoritative and it says: ‘‘don’t steal. If you do, and we catch you, you’ll be fired.’’ In the Commanding/directive approach, the entity does not take measures to prevent fraud but if a fraud occurs and is detected, the accused is simply fired without a prosecution.
V. The difference between Precautionary approach and detective approach is that in in precautionary approach potential fraudsters are screened out using various means, including background checks for criminal records and credit reports and in detective approach, the organization sets up strong accounting controls and an internal audit function to monitor transactions against potential frauds.
Both of these approaches make use of the internal controls. In Precautionary approach, segregation of duties is used to mitigate the risk of fraud at least to the point where management must override controls or persons must collude to commit fraud. In detective approach accounting controls are established to detect any fraud that may occur between periodic audits.
VI. Internal controls are systematic measures instituted by an organization to conduct its business in an orderly and efficient manner, to safeguard its assets and resources, deter and detect errors, fraud and theft, ensure accuracy and completeness of its accounting data, and ensure adherence to its policies and plans. Some of the internal control activities that an organization can adopt in order to prevent fraud activities are as follows:
1. Proper authorization procedures
2. Adequate documentation, records and audit trail
3. Physical control over assets and records
4. Independent performance checks
5. Monitoring of control

Question 2
When developing a fraud policy the following point should be considered
1. Define fraud and provide examples of what might constitute fraud and dishonesty in the specific context of your business. This may include theft, the misuse of funds or other resources, or more complicated crimes such as bribery and corruption, false accounting and the supply of false information
2. Highlight the responsibilities of senior management and staff in preventing, detecting and reporting fraud, and in co-operating with any investigations. Specify the individual and/or body with overall responsibility for the policy
3. Reporting suspicions: Set out whistleblowing arrangements (if appropriate) and/or specify a designated individual or individuals to whom staff can report concerns on a confidential basis. If a separate whistleblowing policy exists, state where this can be found.
4. Fraud response plan: Outline the process that will be followed in the event of a fraud being discovered or suspected, such as how evidence will be secured and the investigation conducted. If a separate fraud response plan exists, state where this can be found.
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