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Assessment 1

Q.1: Short Questions:

(i) What is fraud? 

Answer:

Definition as per 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”.

Definition as per the Serious Fraud Office (UK) – SFO / National Crime Agency (NCA) UK: 
· “Abuse of position or false representation, or prejudicing someone’s right for personal gain”.
· “Fraud is an act of deception intended for personal gain or to cause a loss to another party”. 


(ii) What skills are most important to the successful practice of forensic accounting? 

Answer:

	Core 
Skills 
	Enhanced 
Skills 

	Effective Written Communicator 
	Analyze & Interpret Financial Statements & Information. 

	Effective Oral Communicator 
	Testifying 

	Simplify the Information 
	Knowledge of Relevant Professional Standards 

	Critical / Strategic Thinker 
	Audit Evidence 

	Identify Key Issues 
	Fraud Detection 

	Auditing Skills 
	Asset Tracing 

	Investigative Ability 
	Electronic Discovery 

	Investigative Intuitiveness 
	General Knowledge of Rules of Evidence & Civil Procedures 

	Synthesize results of Discovery & Analysis
	Interviewing Skills 

	Think like the wrongdoer 
	Possess Specialised Technical Skills 

	Understand the goal of a case 
	Internal Controls 

	Tell the Story 
	Conflict Negotiations & Resolutions 

	See the Big Picture 
	Knowledge of Law Enforcement 

	Organised an Unstructured Situation 
	

	Solve Unstructured Problems 
	



(iii) What qualities of mind/ and or body should a forensic accountant possess? 

Answer: 

	Traits & Characteristics 
	Ability & Capability 

	Analytical 
	Analytical & Logical Abilities 

	Detailed – Oriented 
	Investigative Intuitiveness 

	Ethical 
	A Diverse Background 

	Responsive 
	Taught (Impart Knowledge) 

	Insightful 
	Learned From Experience

	Inquisitive 
	Breadth of Experience

	Intuitive 
	Depth of Knowledge 

	Persistent 
	General Business Knowledge 

	Skepticism 
	Technical Accounting Knowledge 

	Evaluative 
	Value Judgement 

	Function well under pressure 
	Well Organised & Meticulous 

	Generate New Ideas and Scenarios 
	Conceptual Thinking – Proactive 

	Confident 
	Sure – Ascertain 

	Make People Feel at Ease 
	Calm – Stress Free – Diplomatic 

	Team Player 
	Meet Deadlines – Adapt Quickly – Collaboration 





(iv) Outline the basic steps involved in fraud investigation. 

Answer:

1. Accepting the Investigation 
2. Planning the Investigation 
3. Gathering Evidences 
4. Reporting 
5. Court Proceedings










(v) How would you distinguish forensic accounting, fraud auditing, and investigative auditing from financial auditing? 

Answer: 

Fundamentals Differences can be described as follows: 

	Financial Auditing 
	Forensic Accounting 
	Fraud Auditing 
	Investigative Auditing 

	Examination of Account as per GAAP & GAAS Standards 
	Expert Evidence on Fraud – Findings and Reporting can be used in a court of Law
	Meticulous review of Financial documents
	Consists of the detection, tracing, quantification and prevention of fraud, money laundering and terror finance

	Opinions based on Financial Statement based as a whole
	Relates to heightened awareness of specific irregularities 
	Identify Fraudulent Transactions 
	Identification of Suspects 

	Expressed Opinions 
	Recommend Changes 
	Go outside the ledger of accounts 
	Determination of Damages 

	Financial Concept 
	Legal Concept 
	Uncover illegal activity 
	Quantification of Damages 

	Concerned with errors and irregularities 

	Concerned between errors of judgement & deliberate misrepresentations 
	Discovery of fraud patterns and missing documents (Fraud Red Flags)
	Prevention of Damages – Integration of Controls and Enforcement 

	Work is usually coherent, coordinated, and efficient. 
	Work can be messy with many blind alleys 
	Trail of creative accounting and unethical behaviour (White Collar Crime)
	Identification of Financial Activity 

	Employees with Financial & Accounting Principle Background 
	Employees with Business, Investigation and Legal Background 
	Discovery of concealment of a material fact 
	Tracing of Financial Assets 

	Presumes the validity of the documents and information

	Deep verification of documents and information – “Trust but Verify” 
	Findings of Elaborated Ramifications
	Submission of expert testimony and Reports. 










Case Study
The administrator of the school board in a small city had ultimate authority for all items payable from the board’s annual budget. 
As an administrator, he travelled frequently to education conventions and meetings of administrators in the state capitol and across the country. 
Although he was an excellent CPA and the day-to-day affairs of the board ran smoothly, his prickly personality did not endear him to the board and made his attempts to get approval for his proposals difficult. 
Frustrated and increasingly embittered, he saw a way to get back at the board by using his signing authority to approve personal expenditures and write checks to himself. 
He submitted mileage expenses while using a car leased for him by the board, and he used the board credit card to put gas in his own car. 
Other bills submitted and approved by him were for meals and entertainment on weekends and repairs to his car. 
His secretary blew the whistle on him when she became aware of some of these activities. 
In light of the above please answer the following questions:
1. How the investigation for the above case should be started?  
Answer: 
I. Accepting the Investigation 
II. Planning the Investigation 
III. Gathering Evidence 
IV. Reporting 
V. Court Proceedings 





2. Outline some documents, which you think can help disclose the administrator’s fraud activities.
Answer: 
I. Docket of Cheque book used by the administrator 
II. Current Account Statement from the bank 
III. Credit Card Statement from the bank 
IV. Mileage Expenses Document submitted by the administrator 
V. Consolidation of Bills submitted by the administrator (Food & Entertainment) falling on week-end days and dates. 

3. If the forensic accountant is to be hired, how should he be chosen? 
Answer: 
I. He should be a CPA to match the depth of knowledge of the administrator as well as his qualifications – credentials and general practice in the field of Public Accounting  

4. [bookmark: _GoBack]Should the administrator be interviewed? If so at which stage?
Answer: 
I. He should be interviewed after the secretary has given her testimony and all evidences have been gathered and protected.
II. From point one above, he can even be confronted to the Secretary to get additional self confession about these frauds. 
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