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1. Give short answers for the following questions: 

I. What are the non- financial sources for the evidence? 

Non-financial sources of evidence include document examination, interviews, handwriting analysis and physiological aspects of the fraudster. Physiological aspects refer to anything that the fraudster reveals in terms of behavior, physical expressions, or communications. These aspects can indicate the genuineness of the fraudster’s statements about involvement in a certain fraud. The main purpose of the physiological techniques and concepts is to detect deception. If a fraud is being committed, the fraudster will try to hide by using deception in appearance and communications. Useful information can also be gathered through these techniques and concepts. From an academic viewpoint, forensic accounting is taught only in business schools; therefore, an individual with a major in accounting has little or no relevant education in the areas of sociology, anthropology and psychology to assist them in using these techniques and tools. In this unit we will discuss these concepts.

II. What is the importance of body language in the interviewing procedure?
 
The emotions of an interviewee will be reflected in the way the body moves, i.e. emotions are usually indicated by a person’s body movements and can be depicted through devices or symptoms. Generally, the individual may be unaware that he/she is displaying specific body language at the time. The body behaviour may be certain movements, like pitch of the voice, speed of speaking, crossing arms or legs, or other body movements. 

Some body language hints are related to anxiety or stress, and thus could be related to deception. Those hints include speech hesitation, speech mistakes, pupil dilation, increase in vocal pitch, too much blinking, unusual or excessive touching of hands or face and hand or shoulder shrugs. But body language hints are not the fundamentals. There are some interesting facts about body language, such as the fact that legs are farther from the brain and harder to control than other extremities, tilting the head is a symbol of friendliness, ankle on knees is associated with inflexibility, and feet will point in the direction the person subconsciously wishes to go. However, body language depends on the individual and it varies from person to person and there is a tendency to read body language as deceptive by people who are already suspicious. The latter would include auditors and forensic accountants using professional skepticism. 

III. How is the SCAN Analysis used as an investigative technique? 

SCAN is Scientific Content Analysis technique that is similar to statement analysis. SCAN does not try to look for the truthfulness of the facts like statement analysis, but instead, it looks for the reflection of deception in the way statements are made. Applicability of SCAN is increased because it is cross-cultural. Deceitful people try to lie indirectly. The indirect lies involve pretending ignorance, hedging, omitting important facts, displaying unawareness, and distancing oneself from the bad event. Fraudulent people usually use ‘‘verbal trickery” to avoid making damaging statements. 
SCAN will be effective if a fair and honest statement is obtained from the suspect. Like statement inquiry, SCAN also looks for a change in the use of pronouns. It also looks for breaches in the story, which portrays deception. Frequently saying ‘‘I don’t remember’’ is an attempt to hide something. A strong emotional response to the context can also be indicated by a change in the tense. Experts in SCAN also use a number of other hints. According to experts, SCAN is as trustworthy as a lie detector. Both SCAN and lie detectors are only investigative tools and cannot be used as legal evidence.

IV. What are visual assessing cues? How do eyes of the victim help the interviewer? 

Eye language can be used as an indicator of honesty. Experts consider the eyes to be the most communicative part of the human body. The language of eyes is referred as visual accessing cues (VAC). Eye movement clues and interpretations are true only for right-handed individuals. So always have the interviewee sign anything before starting any use of VAC because the signs are opposite for left-handed people; that is, you would be interpreting responses as honest versus fraudulent or vice versa! 
According to Don Rabon, when interviewees are asked questions for which they need to remember something to reply, the eyes give away whether the mental process is dishonest or honest. Here are the combinations: 
· Eyes to the left and up: Recovering visual images from the past—‘‘what colour was your first car?’’ 
· Eyes to the left toward the ear: Recovering hearing memories, remembering a sound—‘‘what was your ring tone on your first cell phone?’’ 
· Eyes to the left and down: Related with inner conversation, a direction people usually look in when talking to themselves. 
· Eyes to the right and up: Visually creating images—‘‘what would your next house look like?’’ 
· Eyes to the right toward the ear: Making a sound—‘‘Can you produce a new song and sing it for me?’’ 
· Eyes to the right and down: Related with feelings or learning—‘‘Can you remember the smell of a campfire?’’ 

Features of blinking are also included in eye language principles. Normally a person blinks about 20 times per minute; each blink is about a fourth of a second. In stress, a person typically blinks considerably more than normal, and typically more frequently. Some unusual situations lead to infrequent blinking. If being filmed, an individual would blink about twice as fast as average. But an individual also blinks more frequently when he/she is sleep deprived. Other eye language hints are as follow: Forensic Accounting 
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· Stare downward: This shows defeat, guilt, or obedience. 
· Raising eyebrows: Doubt, disbelief, surprise, or frustration. 
· Raising one eyebrow and head tilted back: Disregard, superiority, or pride. 
· Dilation of pupils: Interest. 

It is always important to keep in mind that usage of best practices in interviews would lead to trustworthy outcomes and conclusions.

V. 	In addition to body language there are other cues as well which help to identify the lies.’ What are these? 

In addition to body language signs there are other signs that are used to identify lies. Few examples are given below: Forensic Accounting 
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· Interactive communication: Shakes head ‘‘yes’’ after the point is made, unpredictable movements. 
· Emotional conditions: Fraudulent people try to avoid touching the person who is questioning them. 
· Spoken content: Redirects question back as the answer that is given instantly after the question; ‘‘did you write a check to yourself?’’ ‘‘No, I didn’t write a check to myself.’’ 
· How comments are made: Separating people, events, and so on by changing the pronoun—‘‘the equipment’’ versus ‘‘my equipment.’’ 
· Psychological and emotional frames: Deceitful statements almost always neglect what went wrong in telling events, except when concerning postponements or terminations. 

These signs may be helpful if a fraud investigator is aware of them. In addition, some are the same basic signs as those used in more reliable deception detection methods (e.g., SCAN).


2. ‘Asking questions in an audit is different from asking questions in fraud investigation.’ 

In an audit questions will be asked where there is inconsistency or missing evidence or a lack of reasonableness, auditors ask these questions to organization management. This is called inquiry of client, while on the other hand in a fraud investigation relevant information is obtained from either the subject under investigation or individuals who witnessed and have a direct relationship with the matter being investigated. This information is obtained through interviews which will constitute putting questions to the interviewees. To be successful, an interview should be thorough. It requires strategic planning, relevant questions and an objective interviewer. Many interviews fail to gather enough information to address the issues raised in a forensic matter because of inadequate preparation, or because insufficient time is allowed to complete the interview. If an interview is scheduled in advance, as many are, there is a natural tendency to schedule a set time for the initiation and completion. If possible, sufficient time should be allowed to conduct the interview with the time of completion left open. If a set time is established, the person interviewed may be overly focused on the ending time, thereby inhibiting a flow of information. Interviewers can enhance their credibility by focusing on information that the interviewee should know, as opposed to guessing during the interview and thereby wasting the time of the participants by asking questions that the interviewee could not know. By remaining objective and fair, the interviewers can better gain the confidence of the interviewee. Ideally, the interview should be conducted as soon as the alleged impropriety has been discovered. An effective interviewer should be an active listener, as well as an active observer. Both are learned skills that can be studied and improved with practice. Active listening means not only listening more than talking, but really hearing what is being said and how it is being communicated. Sometimes what is not being said is equally as important as what has been said by the interviewee.

3.  Discuss the interviewing procedure for a financially sophisticated victim. 

Although there is no methodological difference when interviewing a financially savvy witness, a language barrier is an added aspect of such an interview. Hopefully, you have carefully read the first section of this book and feel comfortable in your knowledge of the basic concepts of the accounting equation. Understanding the language and reasoning used by accountants and other financial professionals will substantially reduce the communications barrier. Once this barrier is lessened, the interview becomes a matter of attention to details. The greatest difference between conducting an interview in financial crimes over other crimes, in my opinion, is the need for preparation. In other crimes, for example, murder, complication is seldom involved. Often, it is a smoking gun homicide, and you are questioning witnesses about personal observations.

Financial crimes are quite different. Many times complex corporate structures, nominee owners, and offshore transactions are involved that tend to blur or completely obliterate true ownership. There are complex financial transactions that, though perfectly legal, seem somehow illegitimate. Financial crime interviews are all about the details, because these types of witnesses will often recount complicated transactions, simple yes-and-no questioning, or “tell me what happened” open-ended questions will yield nothing. Therefore, preparation is of paramount importance.

When interviewing witnesses in financial crimes, the most critical time is before the interview even begins. Sometimes, the opportunity to interview a particular witness will present itself only once. This may be true in the case of a witness who later becomes a suspect; or, perhaps, the witness unfortunately passes away before the case can be completed. Because you may get only one shot, it is imperative that you plan carefully before you step into the interview room.

Use the background developed during the preliminary stages of the investigation. Begin by carefully studying the business operation that is the subject of the investigation. By understanding the day-to-day operations of the firm and knowing the normal flow of funds, you will be prepared to recognize answers that provide either keys to new lines of questioning or perhaps cues that the witness may be withholding information. It is important to understand the normal flow of funds within the firm. This is why you don’t rush into interviewing the financially savvy witnesses first. Know the specific language that your financial witness speaks. When preparing for the interview, conduct research on similar enterprises within that industry. For example, if you are preparing to interview the comptroller for a medium-sized import-export firm, know what a similar firm looks like. What sort of yearly revenue can you expect to see? Regardless of the industry, there are likely several journals and trade organizations that can provide detailed information about standard operating procedures and financial ratios within the industry. Often, a simple telephone call or Internet visit will yield enough information to keep you busy for several days.
Examining industry-specific information and making detailed notes allows you to assess the validity of the answers to your interview questions. For example, if the industry average for bad debt write-offs is 1% of gross sales, a figure wildly over that should signal that further inquiry should be made into accounts receivable. Collect the documents that your witness will likely testify about. Nothing is worse than trying to understand a complicated trail of transactions at the same time you are trying to formulate a new question. If possible, request that the witness provide, in advance, copies of any documents that he will be referring to in his interview. This allows you time to study the documents and make detailed notes concerning what questions you wish to ask. Too often, an investigator examines the financial documents while also attempting to interview the witness. This poses two problems. First, because you are unfamiliar with the documents, you may not notice inconsistencies. Second, by dividing your attention between formulating your next question and examining a complex document, neither task receives its requisite attention. In short, do not force yourself to make up questions on the fly.  

Interview witnesses with general information first and specific information last. This way, you are learning more each time you interview, and are going from general to specific. For example, the comptroller has a great deal of knowledge regarding the overall operations of the business. However, it is unlikely, at least in a large operation, that he would be able to easily answer specific questions about any particular account within the company’s receivables department. By interviewing this person first, you can often obtain a much broader picture of the operation, which may help you formalize a more specific tactical approach to the remainder of the investigation. Obviously, if you suspect the comptroller or other high-ranking financial officer as being complicit, you may wish to use an alternative strategy. Build your knowledge as you go. By starting at the top and working your way down, you will be increasing your knowledge base about the business while you are narrowing the focus of your questions until you have reached the point where specific pointed questions will elicit the detailed evidence necessary.

Prepare an interview outline in advance; the best defense against the natural tendency to leave out questions is to make a general outline in advance. This is even more important when interviewing financially sophisticated witnesses because they will most likely be talking over your head. By formulating a list of general questions and planning out the interview in advance, you are much more likely to cover everything you need and stay on track. Don’t be afraid to take documents or visual aids into the interview room. Allow your witness to take you step by step through the process or flow of funds. Make him do it slowly, and several times if necessary. It is imperative that you understand the process, flow, or procedure you are interviewing the witness about. It might help to summarize the information. When time allows, you should create a summary, even if it’s just a brief handwritten synopsis, of the financial information the witness will be expected to know based on your examination of the documents. Draw a flowchart of funds, transactions, or deposits. Visual aids can be an indispensable part of your brainstorming session. If you can understand the information well enough to create a one-page summary or chart, you likely will have a strong enough grasp of the financial picture to thoroughly question the witness. In addition, if you have a chart or summary of the information with you while conducting the interview, staying on track is much easier—simply follow the summary. Do not be afraid to ask the witness to look at your flowchart or diagram. Have the witness tell you exactly where you are mistaken. Let him make the corrections. Or ask the witness to draw a chart of his own. By following along visually as the witness explains the flow of transactions, what once was blurred in your mind may become clear.

Finally, be prepared to enlist help. Although you might have a much better handle on most financial crimes, you will invariably run across scenarios that put you out of your league. When an unfamiliar scenario arises, set aside your pride and seek the assistance of an expert in that particular field. Whether you spend an hour trying to absorb as much information as possible, or whether you enlist experts’ help in preparing your pre-interview analysis, don’t be afraid to use them. Literally hundreds of financial professionals would be eager to assist in a little cloak-and-dagger work. Be careful though: Their assistance often comes at a price.
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