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	Q. 1 Short Questions
i. Fraud is an activity that takes place in a social setting and has severe consequences for the economy, corporations, and individuals. The online dictionary defines fraud as a deceit, trickery, sharp practice or breach of confidence perpetrated for profit or to gain unfair advantage or dishonest advantage. The Association of Certified Fraud Examiners (ACFE) defines occupational fraud as: “the use of one’s occupation for personal enrichment through the deliberate misuse or misapplication of the employing organization’s resources or assets.” 

ii. For one to successfully practice forensic accounting, he/she should have the following skills
(1) Critical Thinking. A forensic accountant must to someone who is able to strategically and critical. He should not be an ordinary thinker but should have what they call the six sense.
(2) Interviewing skills. In seeking evidence the forensic accountant will be involved in interviews. She/he should be able to gather relevant information during his/her investigation. She/he should be able to handle even confessions.
(3) Investigative skills. Forensic accountants must develop investigative skills and be able to apply them at the appropriate time during the course of the investigation.
(4) Effective communicator. One of the core skills of a forensic accountant is effective communication. She/he must be able to effectively communicate both oral and written. He should also be able to simplify information.
(5) Investigative intuitiveness. 
(6) He/she should have the ability to identify fraud with minimal information.
(7) Accounting and financial skills. Forensic accountant should understand or be experts in accounting. Given accounting and financial information they should be able to prioritize issues and map out a game plan.

iii. A forensic accountant should possess the following mind /and body qualities
i. Creativity. They should have the ability to step out of what would otherwise be normal business situation and consider alternative interpretation that might not necessary make business sense. Forensic accountants must have the desire to find out what has taken place in a given set of circumstances.
ii. Forensic accountants must be healthy people. A health mind in a healthy body is a solid foundation. They should be able to use common sense, be inquisitive, skeptic and be able to avoid the natural tendency of prejudice.
iii. Be independent. Forensic accountants are often forced to balance conflicting opinions about the same piece of documentation, so they need to be independent. 
iv. Forensic accountants must be able to understand human behavior, use common sense, be analytic and logical and be able to simplify complexities.  They should also be able to assess the cost-benefit of pursuing alternative avenues of investigation and reporting contents.
v. They should be cool, calm and collected. Be able to deal logically with impenetrable issues and precise matters. 
vi. They should be physically fit because they can be called to stand for long hours as expert witnesses. 

iv. Steps involved in  fraud investigation
· Accepting the investigation
First consider whether the firm is adequately staffed with people with the required skills. Forensic investigation is a specialist job so it requires people who are knowledgeable with fraud investigation techniques, legal frame work, interviewing and interrogation skills
· Planning the investigation
The investigation team has to plan for their work accordingly. They should come up with the investigation plan, communication plan, and timetable and case files. The investigation plan should include identifying fraudsters, quantum of financial loss and identifying types of frauds that are or were operating.
· Gathering evidence
The fraud investigative team must understand the specific type of fraud that has been carried out and how it was committed so as to gather sufficient evidence that will prove the identity of the fraudster(s), how the fraudulent activities were done and how much money is involved. Skill is needed to gather evidence that is and/or will be admissible in court. Evidence can also be gathered through interviews because the key element in fraud investigation is to obtain a confession by the fraudster.
· Reporting
After gathering evidence the forensic investigation team will have to submit a report containing inter alia: their findings and summary of their evidence, amounts involved, how the fraud scheme was done and which control, if any, were circumvented. They will proffer their recommendation for improvements. 
· Court proceeding
If the evidence gathered leads to legal proceedings against the suspect, the investigative team might be involved in the court case and evidence obtained will be presented to court. Members of the fraud investigative team must present their evidence clearly and professionally if called upon to do so.

v. The distinction is related to ones goals. Financial Auditing attempts to enable the auditor to render an opinion as to whether a set of transaction is presented fairly and accordance with accounting standards
Financial accounting is a general term used to describe any financial investigation that can result in a legal consequence. Fraud auditing investigate a particular criminal activity, name fraud. Investigative auditing involves reviewing financial documentation for specific purpose, which could relate to litigation support and insurance claims as well as criminal matters
The objectives of financial auditing is to provide the auditor with a degree of assurance in giving an opinion with respect to financial statements. The materiality level of an investigative auditing engagement is much lower and more focused than that of the normal financial auditing engagement.

Case Study
1) The investigation should start with the secretary as a whistle blower and also understanding the pieces of legislation that cover whistleblowers. Whistleblowers must be protected especial in this case where the secretary works with and under the administrator. The secretary must be protected from victimization and unfair dismissal. The investigation will start with gathering as much information from the secretary as possible. This information serves as the bases of our investigation and help us to focus our investigation to the relevant affected areas and also understand the magnitude of the fraudulent activities.

2) Documents that will help disclose the administrators’ fraud activities

2.1 Authorization document. This document will help to appreciate the level of authority granted to him by the board.
2.2 Contract of employment. This will help us to ascertain the types of allowances given to him as the administrator and the amounts or the limits to his spending on allowances.
2.3 Checks stabs and checks book. To ascertain to whom were the checks paid out to and to reconcile with the bank to see whether what is written on the check book correspond to what is on the bank statement.
2.4 Bank Statement. So as to reconcile with the check book and look for other payments and withdrawals e.g. cash payment and withdrawals, funds transfers 
2.5 Vehicle log book. Leased Vehicles use log books to as to ascertain mileage payable each month. From the log book will find out how much was claimed by the leasing company, and how much was paid to him.
2.6 Statement (Bills) from the car leasing company. This will show us amounts paid to the company for the use of the car and mileage claimed
2.7 Mileage Claim forms submitted by him for his personal car. These forms show the mileage fraudulently claimed by him and the amounts paid to him for the use of his personal car.
2.8 Credit Card statement. It will show us to whom were the payments made to. This will also help follow up with the garage to check slips written by the attendants that will show us which car fuelled at the service station. 
2.9 If the company is using the petty cash system for small amounts like meals and entertainment will then have to check all petty cash claim vouchers and receipts.  These will be checked to see whether they were in line with his allowances or out of bound and the total amounts involved.
2.10 We will have to get a statement from the garage that did or do car repair for the company. Their statement will show us the cars that were repaired in the period under review. The statement will also help us the total amount involved on the repair of vehicles and what was spent on his personal car. 

3) The forensic accountant to be hired should be the one with extensive knowledge of asset misappropriation. This case deals with asset misappropriation and the forensic accountant to be hired must have the skills to deal with this fraud.

4) The administrator will have to be interviewed. The administrator will be interviewed at the evidence gathering stage. 
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