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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. 
	Short Questions:

I. What is fraud? 

Fraud refers to an intentional act committed to secure an unfair or unlawful gain. Fraud includes deception schemes, forgery, falsification of data and lying. Three conditions should be present when fraud occurs and these are; pressure or incentive, opportunity and attitude and rationalization.

Fraud can be categorized into three main groups which are; corruption (bribery, conflict of interest and extortion), asset misappropriation (cash theft, fraudulent disbursements, inventory fraud and misuse of assets) and financial statement fraud. It comes in four elements which are; 

· False representation of a material nature, either misstatement or omission of a material fact 

· Scienter, which is knowledge that the representation is false, or reckless disregard for truth 

· Reliance - the person receiving the representation has reasonably and justifiably relied on it 

· Damages: such receiving party has sustained financial damages from all of the above

II. What skills are most important to the successful practice of forensic accounting?

For a success practice, forensic accountants should have the following skill / knowledge base; 

· Written communication skill

· Critical thinking capacity

· Technical accounting skills

· Ability to pay attention to detail

· Must have experience in  auditing and the industry

· Possess diagnostic skill

· Must have conceptual thinking ability

· Must have technology skills

· Must have some legal knowledge

· Should possess interview and investigative skills

· Should have financial and numeracy skills

· Should have commercial and business advisory skills

In addition, the forensic accountants should have the following core skills;  expert witness services, personal injury calculation, business litigation and dispute advisory, business intelligence and business analytics , fraud detection and risk management, business valuation, corporate misconduct , family law and computer forensics

III. What qualities of mind/ and or body should a forensic accountant possess?

The forensic accountant should have a mindset that gives him / her capacity to sense

whenever something is amiss  without actually knowing the nature of the anomaly. This

attribute distinguishes a forensic accountant from an ordinary auditor who knows and

abides by all the rules but is unable to think like a fraudster. A forensic accountant should be sceptical and should always question the originality/legitimacy of transactions, testimony

and other documentation.

In order to effectively execute his / her duties, the forensic accountant should consider the following mindset factors;

i. The forensic accountant should always consider that financial audit techniques are designed to report significant financial misstatements rather than to detect fraud specifically.

ii. He / she should know, detection of fraud might be accidental or aided by a tip.

iii. Detection of fraud relies more on creative thinking and innovation than on scientific principles. Ultimately, the ability to detect fraud is dependent on a mixture of impulse and science. 

iv. A successful fraud investigation is a result of intelligence, persistence, determination and self-confidence. 

v. Forensic accountants and fraud auditors should possess logic, problem-solving tactics and detective skills.

IV. Outline the basic steps involved in fraud investigation.

The basic steps involved in fraud investigation are;

Step 1: Accepting the investigation

This involves determining whether the investigating team has the required experience and skills to undertake the job in terms of the investigation techniques to be employed and legal

requirements that may be necessary. 

Step 2: Planning the Investigation

This is done by the team to determine the objectives of their assignment including  identification of type of fraud committed - how and when it was committed, people involved, determining financial loss incurred, gathering evidence, and suggesting ways to future fraud happening. 

Step 3: Gathering evidence

This involves gathering conclusive evidence about fraud. The process may involve; identifying control gaps, trend comparison, cash reconciliations, documents review and interviews.  All evidence gathered must properly safeguarded. 

Step 4: Reporting

After end of fraud investigation, a full report will be prepared summarizing the evidence obtained, the extent of the losses incurred, the company’s control mechanisms that were broken down by the perpetrators to commit fraud and the manner in which fraud was conducted. The report may also contain recommendations and suggestions to improve internal controls for fraud prevention.

Step 5: Court proceedings

The evidence gathered may be used as evidence in court. And the investigating teams may be called to give professional explanations of evidence presented. 

V. How would you distinguish forensic accounting, fraud auditing, and investigative

auditing from financial auditing?

Forensic Accounting

This is 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 accountant is also well versed in legal matters and is able to provide assistance to lawyers.

Fraud Auditing

Fraud auditing is one area of forensic accounting which 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.

Investigative auditing

This takes place as a result of a report of unusual or suspicious activity on the part of an individual or a department. It is usually focused on specific aspects of the work of a department or individual. 

Financial Auditing

Financial auditing is a different concept from forensic accounting and fraud auditing. It  refers to the process of evaluating the compliance of financial information with regulatory standards, usually for public companies, by external, independent entities.

Case Study

1. 1. How the investigation for the above case should be started?

When an engagement letter has been signed with the school board, the team will start by obtaining all the documents used by the administrator to process transactions. In addition they will also collect minutes of school board during the period examined as well as the school internal control policy. When these are collected, the team can then start a follow through examination of the transaction cycle checking all actions that were performed in violation of the laid down procedures as approved by the board and recording all such cases.

2. 2. Outline some documents which you think can help disclose the administrator’s fraud

activities.

· The approved annual budget

· Paid invoices file

· Payment voucher files

· Quotations file

· Administrator invitations to education conventions and meetings

· Check books both used and unused

· Bank statements

· Cash register

· Mileage claim forms

· Vehicle repairs job sheets

· School approved copy of standard operating procedures manual

3. 3. If the forensic accountant is to be hired, how should he be chosen?

There is need to perform a due diligence to ensure that the hired person meet the required needs. The school board will need to check the following before engaging them;

· Determining whether the investigating team has the required experience and skills to undertake the job. 

· Ensure that all ethical dilemmas are avoided which may lead to a bias in the execution of the forensic investigation. 

· The School board should also consider affordability of the investigation fees required by the forensic accountants.  

4. 4. Should the administrator be interviewed? If so at which stage?

The administrator will need to be interviewed at some stage of the investigation to obtain his confession. The right time for the interview is when anomalies have been noted during the document examination on the following; signing authority in personal expenditure vouchers and cheque stubs, mileage claims for leased cars, bills paid for weekend meals and entertainment as well as repair bills for the personal car 
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