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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. 
	1. Short Questions

I. What is Fraud?

The word Fraud is derived from a Latin word fraus which means deceit or injury.
In law, a fraud is a deliberate deception for unfair gains. Occupation fraud occurs when an employee uses his position for personal enrichment by means of intentional misuse and misapplication of the employing organization’s resources or assets.
The purpose of a fraud is not only monetary but may also be for other benefits like obtaining passport via false documents.
Fraud has severe negative repercussions on not only the economy and society but also on the organization and individuals. Almost 5% of annual revenue of a typical organization is lost to some kind of fraud. Banking, manufacturing and government industries are most commonly affected by fraud.

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

Forensic accountants require a wide variety of skills owing to the complicated nature of the job. Some of the most important skills are as follows:
a. Ability to identify fraud with limited initial information and probable theories.
b. Expert interviewing skills to help extract evidence and confessions in a way that is admissible in court.
c. Creative Mindset with developed impulse.
d. Knowledge of evidence such that it can be admissible in court.
e. Presentation skills not only for court but also for laymen.
f. Developed investigative skills, techniques and mentality.
g. Not restricting scope as a result of materiality since fraud usually starts simple and small.
h. Identification of Financial issues to help separate it from irrelevant facts.
i. Interpretation of Financial information since a single transaction may have multiple interpretation.

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

As per research carried out by Carnegie Institute of Technology 85% of success in any career is due to non-technical abilities like personality, ability to communicate etc. The same is true for forensic accountants. A forensic accountant must possess the following qualities of mind and body:
a. Interpersonal skills – to effectively communicate with witnesses and stakeholders
b. Analytical skills – for proper understanding and usage of financial data
c. Intuitive mind – to spot fraud in a huge mass of data
d. Confidence – to be bold in his investigation and not be afraid to freely engage himself in the system
e. Resilient – to be able to handle all kinds of situations he is thrown in.
f. Common Sense – Sometimes lack of common sense makes us blind to items apparent on the face of the situation.
g. Calmness – to remain level headed in stressful and high pressure environment of an investigation.
h. Methodical – to help find gaps in the set system and to properly comb through the entire information available.
i. Collegiality – since most investigations would require a team of varied skill sets to uncover a fraud.
j. Flexible – to adapt in all scenarios possible.
k. Integrity – It is very important for any forensic accountant since he is being relied on by the stakeholders to uncover integrity issues in the organization.

IV. Outline the basic steps involved in fraud investigation.

A fraud investigation is similar to undertaking audit practices but has some extra steps to protect business, minimize disruptions and to preserve evidence. An investigator has to act quickly to help prevent a financial havoc. The basic fraud investigation steps are as follows:
a. Accepting the investigation – to check whether the team being selected is competent to undertake the investigation since it is a highly specialized field and to avoid ethical dilemmas for example new investigation posing a conflict for an ongoing engagement.
b. Planning the Investigation – Creating a plan is an important and often overlooked part of the fraud investigation. A comprehensive plan must be prepared for proper investigation.
c. Gathering Evidence – Gather relevant evidence using CAAT, reconciliations, trend analysis and internal control checks. It is essential to ensure that proper chain of custody is maintained to be admissible in court. Interviewing suspects is a crucial part of this step.
d. Reporting – Submission of a full report containing all details of the investigation and its findings. Suggestions to improve internal controls may also be provided.
e. Court Proceedings – Investigation team may be required to explain how they have identified the perpetrators of the fraud and the evidence they have gathered and defend their conclusions in a lay-man’s language for the non-accounting people.

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

a. Forensic Accounting - Forensic Accounting is the specialty practice area of accounting that uses accounting skills to investigate fraud or embezzlement and analyzes financial information for use in legal proceedings.
b. Fraud Auditing – Fraud Auditing is a an area of Forensic Accounting which deals with meticulous review of financial documents when fraud is suspected but it is not an investigation to figure out how fraudulent transactions were created.
c. Investigative Auditing – Investigative Auditing is an audit that 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.
d. Financial Auditing - A Financial Audit is a historically oriented, independent evaluation performed for the purpose of compliance to regulatory standards and to attest to the fairness, accuracy, and reliability of financial data.


2. Case Study

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

[bookmark: _GoBack]In the given case the secretary blew the whistle on the administrator when she became aware of some of his fraudulent activities. Since the case started with a complaint, the investigation should be started by fully debriefing the complainant to extract as much information as possible. This will also enable the investigators to formulate a proper plan for the investigation.

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

Some of the documents which can help disclose the administrator’s fraudulent activities are:
a. Bank Statement – to check all payments being made out to cash or the administrator’s personal account.
b. Reimbursement Bills – to check the nature of expenses incurred.
c. Cash Book – to check for embezzlement.
d. Credit Card Statement – to check for payment of non-business expenses.

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

The following things must be considered for hiring a Forensic Accountant
a. The Forensic Accountant must have required skills and experience for the investigation.
b. This is a specialist field and the team must be well acquainted with investigation techniques and legal requirements.
c. The accountant must be properly capable to handle evidence and keep it in safe custody.
d. There should be no ethical dilemma i.e. no bias should be present towards the party being investigated.

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

Yes, the administrator should be interviewed. First all the evidence which speaks against the administrator should be gathered and compiled properly. Once all the evidence has been properly identified and safeguarded we should interview the administrator. At this stage the evidence would help to obtain a confession of fraud from the administrator. 
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