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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Q1.   Give short Answers to the following questions:
· An Entity lays down certain objectives which are its policies and the steps taken to achieve these objectives are called procedures. Together policies & procedures work towards a strong anti fraud environment in the organization. It is a mandatory requirement for companies listed in the stock exchange to  follow ethics policy eg.SOX while companies which are not listed and for which these policies are not mandatory, should lay down policies to ensure a anti fraud environment in the organization. While policies define organizational objectives , procedures define the actions taken by the entity to ensure that the organizational objectives are achieved.
· Some of the techniques for increasing the perception of detection are Surveillance, Anonymous tips, Surprise Audits, Prosecution, Enforcement of ethics and fraud policies, Catch me if you can. These techniques create a fear of punishment, imprisonment, humiliation in the employees and discourage any potential fraudster. Techniques like Surprise Internal Audit are very effective in lying down a internal control in the organization.
· Internal Audit function is integral in providing a perception of detection and hence a potential fraudster is discouraged to carry out his/her fraudulent schemes or activities. It has been noticed in many case where frauds has occurred that the environment wherein the internal Auditor is not able to carry out proper check on the financials records and activities, is a breeding ground for fraudulent activities and sometimes the top management themselves have a vested interest in deterring the internal Audit function. Some cases of frauds has occur between the resignation of the previous Auditor and appointment of the new Auditor, which itself speaks volumes of the effectiveness of the internal Audit functions as a technique for perception of detection of frauds

· The commanding approach in fraud detection if clearly stating that in case any employee is caught in any fraudulent activities or conduct they will be immediately fired. In this approach, the management actually is very confident that there will not be any fraud committed so they do not taken any preventive measures to discourage fraud and hence they will be surprised themselves when a fraud occurs.  

· In a precautionary or preventive approach, precautions are taken to screen out fraudster by doing background checks on the potential employees. Segregation of duties and line reporting is done to rule out collusion of employees to carry out frauds. While detective approach involves setting up of internal controls and accounting controls. Every stage of accounting & policies are test checked by Internal Audit & by strong accounting controls.

· Internal controls are methods placed by an organisation to ensure the integrity of financial and accounting information, meet operational and profitability targets and transmit management policies throughout the organization. Internal control works best when they are applied to multiple division and deal with the interactions between the various business departments. Some of the internal control activities are 
· Adequate authorization procedures
· Adequate documentation, records & audit trail
· Physical control over assets and records
· Independent performance checks
· Monitoring of controls 
  
Q2.  A fraud policy to be developed by a company is a preventive measure to ensure that any     
        fraudulent activities are discouraged in the organization. And this should be done before 
        any fraud occurs or any anti fraud program is designed. For an activity to be termed as     
        fraud, the fraud policy should lay out the definition of fraud in the fraud policy as only then 
        will the fraud be treated a fraud in the court of law. Now there are few points to be 
        considered while laying out the fraud policies, which are as follows 
1. Using insider information for personal profit
2. Disclosure of confidential information to third parties
3. Misappropriation of company assets, securities, supplies for personal or third part benefit.
4. Any dishonest or fraudulent act
5. Violation of fiduciary responsibilities
6.  Violation of law
7. Taking commission from vendors or supplier or service providers for securing contracts with the company. In case of gift the maximum value can be set.
8. Non disclosure of material information whether financial or otherwise, which may impact decision taken by the management.
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