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Q.1
I. 
Fraud in general terms can be defined as a type of criminal activity, using deception i.e. an intentional concealment of truth to gain personal financial advantage. Greed and the opportunity to deceive trigger fraud.
In forensic accounting, we deal with occupational fraud. According to the Association of Certified Fraud Examiners (ACFE), occupational fraud is “the use of one’s occupation for personal enrichment through deliberate misuse or misapplication of the employing organisation’s resources or assets”
Fraud can be categorised in 3 groups:
-Corruption which includes bribery, conflict of interest and extortion.
-Asset Misappropriation which includes cash theft, fraudulent disbursements, etc..
-Financial Statement Fraud which is the misapplication of financial reporting standards, falsification of accounting records, etc..
In the financial world, white collar crimes form part of the type of fraud that is
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present. In the core of these different types of fraud lies deception, however there are three main factors present when fraud occurs, according to Donald Cressey’s hypothesis, is the Fraud Triangle.Fraud   Triangle

		Pressure					Opportunity
		Motivation					Situation that triggers fraud								


				     
                                                    Rationalisation
            
Ways of thinking to make the fraudster believe that he is doing the right thing

II.
The AICPA (American Institute of Certified Professional Accountants) did a survey classifying the top skills of a forensic accountant, explained below:
The first one is the interpretation and analysis of financial statement and information. As a forensic accountant, it is important to have the knowledge of the standards of financial reporting (GAAP) and to interpret relevant information to gather as evidence which may be used in court proceedings.
Second most important is the interviewing skills of the forensic accountant.
Interviews are very critical to prove or disprove alleged fraud. The most vital piece of evidence is the confession of the fraudster which will be used in court. A well prepared interview will determine the who, what, why, when and where, and will help to solve complex financial matters.
Thirdly, is investigative skills and fraud detection.
The forensic accountant has to develop his mindset to think ‘outside the box’ that is beyond accounting principles to detect fraud and how it was committed. Investigation on the internal controls, information can be obtained to support or refute fraud.
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Fourthly is to testify i.e. presentation of findings.
 As forensic accountants are usually called upon as witness in the court, the forensic 
accountant should present his findings in such a way that it is easily understood by a layperson with no or minimum accounting knowledge.

III
The forensic accountant needs be analytical.
As part of investigation the forensic accountant has to review financial reports and he needs to analyse the validity of these information. Moreover the numbers found in reports can be interpreted analytically to gather evidence in support of investigation. As fraud should be quantified for the calculation of loss incurred, the forensic accountant should be able to demonstrate how he reached figures.

Detail oriented.
The forensic accountant should be very meticulous and must document all his findings. By being detail oriented there is little room for errors. In case he finds inconsistencies during his review of financial reports, he should go in depth to find the cause.

Persistence
In cases where the financial reports lack supporting documentation, the forensic accountant should not conclude easily and should be persistent, continuing to request documentation until a solid conclusion is derived.

Inquisitiveness
The forensic accountant should be intellectually curious and inquiring. Investigation comes from asking questions and inquisitive forensic accountants get answers. As they are detail oriented, their inquisitiveness helps in gaining every single detail.
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IV
Steps involved in fraud investigation:
Initially the first decision is to whether accept or reject the investigation. This decision lies on whether the team has the relevant skills and experience to handle the particular assignment. Another fact to consider is the level of objectivity and independence between the client and the team; conflict of interest which should be avoided.

The second step is the planning stage: after acceptance the objectives are set. 
Their planning involves investigating the type, the time, how and who committed the fraud. It will also involve the techniques to gather evidence and to quantify the financial loss due to the fraud and ways to prevent future occurrence of fraud.

The next step involves gathering evidence.
The investigating team must gather strong, viable and sufficient evidence that could be used in court proceedings. The know-how of evidence gathering techniques such as CAAT will be a great advantage.

Finally the last step is the reporting stage.
Usually the client needs a full report summarising the events that occurred, the fraud, the perpetrators, the financial loss and also how to strengthen the internal control mechanism to prevent future fraud.

V
Fraud and investigative auditing form part of forensic accounting.
We can compare forensic accounting with financial auditing by their:
Objective
The objective of forensic accountant depends on the engagement that is assigned by the party which can be fraud related issues as well as non-fraud matters such as finances regarding disputes, or royalty claims.
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For the auditor, it is to express an opinion on the truth and fairness of the financial statement in conformity with the financial reporting standards.

Scope 
Forensic Accounting provides an accounting analysis that is suitable to the court which will form the basis for discussion, debate and ultimately dispute resolution
The auditor should gather adequate and relevant information using auditing techniques in order to make his opinion.
Financial statement auditors are not necessarily looking for fraud, but must consider the risks of fraud in conducting their audit. Conversely, a forensic accountant is typically hired to investigate specific allegations of fraud.

Reporting
Reports from forensic accountants are based on specific fraud related matters, usually on how fraud was conducted, persons involved and any measures to reduce 
fraud risk factors. Reports from auditors are based on the opinion of the financial statements and any recommendation on financial misstatements found.

Case Study

1. The forensic team should plan and set the objectives of the investigation. The team should determine the type of fraud involved which in this case, is asset misappropriation, i.e. fraudulent disbursements for personal expenses by the school administrator.
The forensic team should review the internal control procedures regarding cash control, authorisation, custody of documents (cheques and invoices) and segregation of duty. The team should also review board minutes regarding past decisions and non-approval of the school administration’s proposals.
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school administrator as well as evidence before the court and to quantify loss due to fraud.

2. The administrator uses the board credit card to fund the gas in his personal car; therefore a credit card statement from the bank will be useful. The statement will show the amount disbursed for gas during the specific fraud period.
Bills, i.e. invoices of personal expenses such as meals, entertainment and personal car repairs which have been paid by the company
Expense vouchers relating to the personal bills that have been authorised by the school administrator. These vouchers will have the signature of the school administrator which is undeniable evidence.

3. The forensic accountant should have the relevant skills and experience to undertake this job. He should have a good reputation and good interviewing skills especially when dealing with the school administrator who has prickly personality; as it may be difficult to make him confess.  
The fees charged by the forensic accountant. As the school has a budget and the fees should be within the budget set for this type of service. Any high fee from the forensic accountant may be rejected.
Conflict of interest may well be present if the forensic accountant is related to the school administrator; in this case this will affect the fairness of the investigation as well as the objectivity of the forensic accountant.

4. Yes the administrator should be interviewed. The best stage will be after having gone through the records, i.e. source documents.  After having identified the people involved and quantified the financial loss of the alleged fraud, the forensic accountant should gather enough evidence so as to confront the school administrator. Once all evidence gathered, it will be easier to have a confession of the fraudster himself with all the relevant facts set up in front of me. If evidence is Name: PRIYESH TEELOKEE
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well presented, there will be less chance of denial.
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