Introduction to Forensic Accounting
Brentwood Open Learning College 
Assessment 1
Q.1: Short Questions: Total Marks: 30
I. What is fraud? (20)
II. What skills are most important to the successful practice of forensic accounting?
III. What qualities of mind/ and or body should a forensic accountant possess? 
IV. Outline the basic steps involved in fraud investigation. 
V. How would you distinguish forensic accounting, fraud auditing, and investigative 
auditing from financial auditing? 
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 
himself 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. (10)
In light of the above please answer the following questions:
1. How the investigation for the above case should be started?
2. Outline some documents which you think can help disclose the administrator’s fraud 
activities.
3. If the forensic accountant is to be hired, how should he be chosen?
4. Should the administrator be interviewed? If so at which stag
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Q 1. I. What is fraud?
Answer: A breach of trust for gain and financial loss to victim. Fraud is deception, lies, misappropriation or misleading activities for personal benefit or financial gain. A deliberate misuse or misapplication of other’s assets or resources. An unauthorised use of assets or resources for personal financial benefit. Corruption, financial statement fraud and asset misappropriation are also a types of fraud.
II. What skills are most important to the successful practice of forensic accounting?
Answer: These are following skills required to the successful practice of forensic accounting:
1. Ability to identify fraud with minimum initial information: expert fraud detection skill required with minimum initial information.
2. Interviewing Skills: this is a technique to gather evidence and information. Interview skill help to find out evidence and clue.
3. Mindset: This is an extraordinary skills to enable him/her to sense whether something is not right. Forensic accountants and fraud auditors should possess problem-solving tactics and detective skills with logic.
4. Investigation: This is most important skill for forensic accountant.
5. Gathering evidence: Evidence collection procedure and keep safe custody is also an important skill.
6. Knowledge of investigating techniques: forensic accountant should hold extra technique to acquire evidence other than generally accepted accounting procedure and policies and internal control mechanism.
7. Providing solutions to the problems: Must capable to give suggestions and to prevent future occurrence.
8.  Reporting: must have quality report writing skill to express his findings, suggestions and impact in clear writing skill.
9. Court Proceedings: Knowledge of court proceedings, evidence required thereon.
10. Legal: able to deal with lawyers and working knowledge of all legal aspect.
11. Identification of financial issues: Identify and analytical skill of financial issues.
12. Interpretation of financial information: must able to analyse and interpretation of financial information.
13. Scope is not restricted as a result of materiality: Forensic accountant must able to deal with materiality.


III. What qualities of mind/ and or body should a forensic accountant possess? 
Answer: Forensic accountant must possess a knowledge of investigation, techniques of gathering evidence and excellent report writing qualities. Knowledge of court proceeding, confidence and other legal expert, able to deal with lawyers. His mind always be expert in investigation and problem solution, quality report writing and preparation for court proceedings. His body should be complete financial solution and well versed in legal aspect.
IV. Outline the basic steps involved in fraud investigation
Answer: These are following basic steps involved in fraud investigation:
1. Acceptance: Accepting the investigation job is first step and it needs an expert team of forensic accountants to conduct the job.
2. Planning: Next step is careful planning of work, it includes to identify the types of fraud, to reveal the people involved therein, to determine the financial loss/amount of fraud, to gather evidence to submit in court and suggestions to prevent future occurrence of fraud.
3. Evidence Gathering: Another important step is to gather sufficient evidence for court proceedings.
4. Reporting: report writing with findings and suggestions are most important step too.
5. Court Proceedings: Whole investigation process will end to court proceeding. Witness and defend their conclusions in court.

Q V. How would you distinguish forensic accounting, fraud auditing, and investigative 
auditing from financial auditing? 
Answer: 
Financial Auditing:
Financial auditing is a different concept from forensic accounting, fraud auditing and investigative auditing. Financial auditing is traditionally refers to the process of evaluating the compliance of financial information with regulatory standards, generally accepted accounting principles. This is based on sample audit techniques and evidence provided. 
This services take place when continuous, certifying the state of the art of a business and complying with the efficient market theory. 
The scope of the job will be opines on the accounting statements of business entities considering all criteria used in their preparation as required by generally accepted auditing techniques. 
The details of task is performed on the basis of sampled and/or probabilistic procedures to serve as a basis for concluding the financial statement. 
Report format will be on financial statements, management letters or auditors’ report.

Forensic Accounting:
Forensic accounting are based in carrying out investigations, providing solutions to disputed accounting problems, formulating expert reports, gathering evidence and presenting it in court, and making court appearances as witnesses. A forensic accounting needs expert knowledge; also well versed in legal matters and is able to provide assistance to legal expert/lawyers.   
Forensic accounting also may specialize further in areas such as insurance claims, fraud, royalty claims, personal injury claims etc. Forensic accounting help us to assist in fraud inquiries and other related matters.  
It serves as a back-up to prove a fraud in the business in an apparently risk-prone environment. 
Scope of the job presents analytical accounting and financial information to support legal and administrative decisions. 
Details of tasks will be performed with detailed planning of task aimed at documenting deterministic and calculative analysis.
Reporting system would be investigation or expert report.


Investigative auditing:
Investigative auditing is based on depth analysis and investing to particular subject matter. This auditing procedures are fully designed to investigate and find the opinion. It is for specific matter to find the truth. Investigation report will be submitted.


Fraud Auditing:  
Fraud auditing deals with criminal activities restricted to fraud, as opposed to forensic accounting, a more general name for a financial investigation that leads to legal outcomes. This is one area of forensic accounting. Criminal report and court proceeding with evidence submitted.



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 
himself 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. (10)
In light of the above please answer the following questions:
1. How the investigation for the above case should be started?
2. Outline some documents which you think can help disclose the administrator’s fraud 
activities.
3. If the forensic accountant is to be hired, how should he be chosen?
4. Should the administrator be interviewed? If so at which stag
ANSWERS:
Ans.1.Investigation for the above case should be started with following stages:
A. Acceptance of investigation:
Investigation required expert knowledge and skills, so investigation team should be qualified personnel and expert. If we have adequate manpower, then only accept and start the job.
B. Planning: 
Proper planning is required to start the investigation. Identify the area of fraud, amount of fraud, person involved thereon, evidence and amount of loss, any suggestions to be determine and make proper planning to start the investigation in this case.
C. Gathering Evidence:
Proper planning required to gather evidence in this case actually personal use, gas, repairs etc.
D. Reporting: Report writing after investigation and findings with recommendations & suggestions.
E. Court Proceedings: Investigation procedure will end with court case with all findings and evidence gathered thereon.
So, to start investigation in above case, all above procedure should follow.
Ans. 2. These are the following documents to disclose the administrator fraud activities:
a. Claim of mileage expenses
b. Credit card statement to pay gas for his private 
c. Meals & Entertainment bills
d. Private car repair bills
e. Cheque issued himself
Ans.3. Forensic accountant must have special skills and technical knowledge, so we will consider following points to choose Forensic Accountant:
a. Must have Specific skills such as ability to work in limited information, interviewing, mindset, report writing and court procedure with other legal knowledge
b. Remuneration of investigation (Minimum within budget)
c. Experience and Knowledge

Ans.4. Yes, Administrator should be interviewed at the stage of gathering evidence, after gathering all evidence we can interviewed to him before report writing.
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