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I. What is fraud?
     “Fraud is a false representation of a matter of fact - whether by words or by conduct, by false or misleading allegations or by concealment of what should have been disclosed – that deceives and is intended to deceive another so that the individual will act upon it to her or his legal injury”. (http://legal-dictionary.thefreedictionary.com/fraud). 
     According to the Association of Certified Fraud Examiners (ACFE), occupational fraud is “the use of one’s occupation for personal enrichment through the deliberate misuse or misapplication of the employing organization’s resources or assets.”
     From the above definitions, the core component of fraud is the intention to deceive for the purpose of personal enrichment. It uses different range of methods to achieve its goals, such as forgery, falsification of data and lying.  
     There are three conditions that should exist for a successful occupational fraud to be committed: pressure, opportunity and rationalization. Pressure means that a person who commit a fraud is under either financial or non-financial pressure. Financial pressure includes high level of personal debt and expenses. Non-financial pressure contains moral and ethical problems such as addictions and greediness. Opportunity, on the other hand, is exploiting the occupational position, trust, authority and internal control weakness or non-existence to conduct the fraud. Finally, rationalization is self-convinced of the fraud behavior by giving justification of the conducted fraud.
II. What skills are most important to the successful practice of forensic accounting?
     Forensic accountants should possess different range of skills in order to practice successfully. Among these are: identifying fraud with limited information, ability to interview people and obtain confession in an admissible way, evidence-gathering techniques and methodologies of presenting findings and results.
     However, the most important skills to the successful practice of forensic accounting is possessing investigative skills. These skills are useful subsequent to gathering evidence about doubtful fraud. Forensic accountant should specify assumptions that are the basis of his/her investigation to support the findings in the litigation. It is advisable that when investigating, forensic accountant should remain objective but focusing more on the doubtful matters and consider some risk factors, such as operation risk.       
III. What qualities of mind/ and or body should a forensic accountant possess?
     Forensic accountant must possess an investigative mind-set which relies on sense rather than knowledge of accounting principles and regulations. This kind of thinking enables forensic accountant, from first glance, to sense whether unusual or fraudulent financial transaction exists or not without actually determining the nature of this transaction.
     Accordingly, forensic accountant should consider the mind-set factors that assist him/ her to practice successfully. Fraud investigation is detected beyond the acceptable audit techniques and relies more on creative thinking and innovation rather than a scientific principles. Fraud detection is also a result of intelligence, persistence, determination and self-confidence. Thus, forensic accountants and fraud auditors should possess logic, problem-solving tactics and detective skills.
     Forensic accountant should follow three main principles. Forensic and fraud investigation work is not restricted as a result of materiality. As fraudulent transactions become more complicated, investigation work become more difficult and more effort should be focussed on gathering evidence.
     The second principle is identification of financial information. Forensic accountant should use his/her investigative sense to identify and separate financial relevant information from non-financial information and other irrelevant information. In addition, when gathering evidence is costly and time-consuming, forensic accountants should first try to consider alternatives instead of following normal methods of obtaining evidence.
     Finally, forensic accountant should be able to interpret financial information before court as an expert witness. It is vital that forensic accountant to be objective and interpret financial information in a way that is consistent with business reality and common sense and comprehensible to non-financial persons.   
IV. Outline the basic steps involved in fraud investigation?
     Basic steps involved in fraud investigation are:- 
· Accepting the investigation: the purpose of this step is to assess whether the investigative team has sufficient experience and skills to carry out the job. Forensic accountants should avoid any matter that rises conflict of interest in order to be independent and objective. Investigation fee is determined in this stage which is a high fee due to qualified team and a high level of officials under investigation.     
· Planning the investigation: The investigating team should determine the objectives of the assignment. These comprise identifying the type of fraud and fraud period, people involved in fraud, the resulted financial loss, evidence gathering and, ultimately, the investigative team recommendation about preventing fraud occurrence in future. 
· Gathering evidence: the investigative team should ensure that the proper chain of custody is observed and the gathered evidence must be relevant and admissible in a court. For that reason, the investigative team should adopt various evidence gathering-techniques. These include identifying weaknesses in internal control, drawing comparisons between different segments of business, identifying electronic data manipulation and investigating cash accounts documents. Conducting interviews and obtaining confessions about the fraud are results of gathering sufficient evidence.

· Reporting: at the end of the fraud investigation, investigative team issue a detailed report which contains scope of the investigation work, reliable evidence, fraud consequences either financial or non-financial, recommendation to avoid any future probable fraud.    
· Court proceedings: a court case begins when the investigative team concludes that the fraudulent events exist. At this stage, forensic accountants should be prepared to defend their conclusion before the court in a comprehensible way.  
V. How would you distinguish forensic accounting, fraud auditing, and investigative auditing from financial auditing? 
     Forensic accounting is a broad field that aims to assist legal and administrative decisions. It includes different range of areas, such as financial analysis, audit, fraud investigation and legal aspects. Fraud auditing and investigative auditing are essential parts of forensic accounting and their goals are to accept or reject the allegations from one party against another about occurrence of fraud or any other misconduct. 
     Financial auditing, on the other hand, is a regular, systematic auditing that aims to accept or reject management assertions about the assets and liabilities. It provides auditor’s opinion about the fairness of financial position of a company at a specified date and management performance for a specified period. It fundamentally relies on sample size rather than auditing full transactions. 
     While forensic accountants practice their duties in a high risk business environment to prove or refute whether there is a bad manner conduct or not, financial auditors perform their job to comply with regulation in any business environment regardless of risk level.  

      In terms of work structure, forensic accounting contains comprehensive job that includes different range of disciplines, such as accounting and other financial analytical review, evidence gathering techniques and legal concepts and procedures. All recorded transactions are under detection of a forensic accountant. Whereas financial auditing focus solely on financial information and relies on materiality concept which assists in determining sample size. 
     The outcome of forensic accounting is either investigation report or expert report which focus more on evidence presentation to support or reject the allegations. However, financial audit outcome is an audit report that provides the auditor’s opinion about the fairness of financial statements of an entity. This opinion might be clean, clean with emphasis of matter or qualified opinion.
Case Study
1. How the investigation for the above case should be started?
     There are several points that should be taken into consideration when starting the investigation of the above case. These include:- 
· Determining whether the investigative team has sufficient experience and skills in fraud area.
· Considering whether there is a conflict of interest. 
· Specifying the investigation fee.
· Planning the investigation which comprises setting investigation objectives. 
2. Outline some documents which you think can help disclose the administrator’s fraud activities. 
     Documents that are useful in disclosing the administrator’s fraud activities are:-

· Bills of personal expenditures. 
· Cheques counterfoil.  
· Board’s bank statement. 
· Entertainment and car repairs bills.   
3. If the forensic accountant is to be hired, how should he be chosen?
     Forensic accountant should be chosen according to his/her skills and experience. In order to investigate this case, forensic accountant should possess personal attributes, such as interpersonal, analytical, intelligent and common sense. Knowledge in some fields is vital, especially in accounting and auditing, legal, technology, and written communication. In terms of experience, it is recommended that forensic accountant should have worked in the same field and prepared an investigation report.   
4. Should the administrator be interviewed? If so at which stage?
   Yes, the administrator should be interviewed by the investigator. Forensic accountant should obtain a confession from the administrator about the fraud activities in an admissible way in court. This interview should be conducted in final stage after obtaining documentary evidence.  
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