SOP Template: Fraud Prevention and Exception
Handling

This SOP describes fraud prevention and exception handling processes, including identifying potential fraudulent
activities, implementing controls to detect and prevent fraud, managing exception cases, conducting investigations, and
establishing reporting and escalation protocols. The objective is to safeguard organizational assets, maintain data
integrity, and ensure compliance with relevant regulations by proactively addressing fraud risks and effectively managing
exceptions.

1. Purpose

To outline the procedures for preventing, detecting, and managing fraud and exceptions, thereby protecting
organizational resources and maintaining compliance with applicable laws and standards.

2. Scope

This SOP applies to all employees, contractors, vendors, and third parties involved in business processes where fraud
prevention and exception management are required.

3. Definitions

Term Definition
Fraud Any intentional act or omission designed to deceive others, resulting in the victim suffering a loss and/or
the perpetrator achieving a gain.
. A transaction or activity that deviates from standard procedures, controls, or thresholds and requires
Exception . . .
special attention or handling.
Control Any measure implemented to reduce the risk of fraud, error, or non-compliance.

4. Roles and Responsibilities

¢ Employees: Report suspicious activities and follow established controls.

¢ Supervisors/Managers: Monitor adherence to controls, review exceptions, and escalate issues as needed.

¢ Fraud Prevention Team: Oversee fraud management activities, conduct investigations, and coordinate
response efforts.

¢ Compliance Department: Ensure alignment with legal and regulatory requirements.

5. Procedures

1. Fraud Risk Identification
o Perform regular risk assessments to identify areas vulnerable to fraud.
o Maintain updated risk registers.
2. Control Implementation
o Enforce segregation of duties and access controls.
o Deploy automated transaction monitoring tools.
o Provide fraud awareness training to employees.
3. Detection and Exception Management



o Monitor for unusual or unauthorized activities.
o Document and review all exceptions promptly.
o Escalate critical exceptions according to escalation protocol.
4. Investigation
o Initiate investigative procedures for confirmed or suspected fraud or significant exceptions.
o Maintain evidence and confidentiality during the process.
5. Reporting and Escalation
o Submit timely reports to management and relevant authorities, as needed.
o Escalate unresolved or severe cases per internal policy.
6. Corrective Actions and Follow-up
o Document lessons learned and update controls as appropriate.
o Provide additional training if gaps are identified.

6. Documentation

¢ Maintain logs of exceptions, investigations, and corrective actions.
e Archive reports and supporting evidence securely as per data retention policy.

7. Compliance and Review

e Conduct periodic reviews of the SOP to ensure ongoing effectiveness.
¢ Update the policy to reflect regulatory changes or organizational needs.

8. References

¢ Relevant regulatory and legal documents (e.g., SOX, AML directives)
¢ Internal compliance and security policies
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