[image: image1.png]ﬁ
o R



                                                                  

	Student Name:
	Suresh Kumar. M.S. Nair

	Student Number:
	1288

	Course:
	Forensic Accounting

	Assignment NO:
	6


	1. Give brief answers for the followings:
I. What is meant by the term “best evidence”?
The term “best evidence” means that all evidence submitted to prove a claim must be original. Best evidence does not refer to the most appropriate piece of evidence for a particular claim. Submission of best evidence is required in all cases. In some cases, the original evidence may not be available. In such situations, the offering party must generally offer both evidence to show why it is unavailable and proof that the offered copy is accurate.
Proper collection and submission of original documents is usually required by 
Courts, while under certain circumstances court will allow a copy.
II. Why it is important to keep the collected evidence in well organized manner?
It is extremely important to keep the collected evidence in a well organized manner in any investigation, especially in the case of financial crime investigation. Financial crimes are usually document heavy. During the course of investigation, an investigator will encounter with an uncontrollable number of documents and these are to be used as evidence to prove a crime. Investigators of financial crimes are often required to deal with huge volume of documentary evidence.
Financial crime investigations result in more records and documents than any other type of case. The danger here is the possibility of information overload coupled with the increased risk of document loss and destruction. The existence of these dangers requires a very strong system of organization. Thus it is necessary to consider the storage and organization of evidence before the investigator collects the first document.
III. List the devices which could help when collecting evidence.

During the investigation of a crime, certain devices help the investigator in collecting evidence. The following devices frequently contain significant data:
· Personal computers

· Wireless and cordless telephones
· Network servers
·  PDAs and BlackBerry devices

· Paging (calling) devices

· Answering machines

· Caller ID devices

· Facsimile (duplicate) machines

· Digital cameras

· Printers

· Scanners

· ID card printers

· Compact disc duplicators

· Copiers

· Smart cards/magnetic stripe cards

· Global positioning systems

· Security systems

· Electronic game devices

· Storage media

· Vehicle computer devices
IV. Which points should be considered when planning for the evidence gathering process?
Following are the points and concerns that should be considered when planning for the evidence gathering process.
· Storage rooms for paper records, both onsite and offsite location
· Presence of documents related to subcontracted corporate functions, such as staff
· Internal audit creation of a written plan for the gathering of documents is often an outstanding tool for concentrating the efforts of the investigation team on material most likely to be appropriate.

· Imaging equipment used for transaction documents, such as vendor invoices, customer contracts and invoices.

· Presence of files at employees’ homes, including home computers.

· Presence and storage of employee files.

· File maintenance practices at different corporate settings, which may vary considerably.

· Structural chart and reporting ladder.

· Storage location for computerized records, both on and offsite.
· Maintenance of records kept by or about previous employees of the company.

· Standby procedures used for employee computers and e-mail, including when standbys occur and what is contained on servers versus individual hard drives, and what information is lost or retained.

· Evaluation of client’s record maintenance policies and whether there is compliance.

· System modifications according to corporate e-mail systems or accounting systems.
V. What are the ‘working papers’? Which type of information do they contain?
Working papers are documents that record all evidences or factual materials discovered in relation to the investigation of a case. During the course of an investigation, the forensic accounting team is more than likely to produce analyses and summaries of the factual material discovered. If litigation is initiated against the enterprise, such as shareholder class-action lawsuits; such analyses and summaries are likely to form the basis of the testimony. Working papers are also very important if the investigator is instructed or obligated by law to produce them for regulatory or other authorities.
Contents of working papers vary from case to case and depend on the unique nature of each investigation. Some types of documents that would usually be

incorporated in addition to the report of findings are the following:
• Public record searches

These include reports from third-party investigations, for example, related-party evidence, Dun & Bradstreet reports, and investigative reports. Information from Internet sites is also included and may be as wide-ranging as newspaper articles, chat room discussions, links to hobbies, and generous and other outside interests and investments.
• Accounting records and other documents
General ledgers, journal entries, sub ledgers, financial management reports, vendor information, computer system, reconciliations, web sites, internal audit reports, purchase orders, accounting journals, management reports, contracts, telephone, security system records, desk files, e-mail files, and several other types of records and documents are included in this category.
• Electronic computer files
E-mails (copies of From, To, bcc and cc), computer files or imaged records of entire drives and data stored in handheld personal digital assistants.
• Chain-of-custody documentation
• Photographs or digital photos, if possible with a date/time stamp
• Interview records and audio recordings
During the investigation of witnesses (both targets and company employees) all interview notes taken are included in these.
• Court testimony and pleadings transcripts.
• Third-party information
This material is provided by legal counsel or other interested third parties, and might include external audit reports, management letters and reports, records of non-audit services, bank statements (cancelled checks, bank advices, and other supporting documentation), and documents obtained by order or search warrants.

What Evidence
VI. Outline the main steps involved in the evidence gathering process.
Collecting, documenting, and retaining evidence are important steps in any investigation and are critical to forensic accounting investigations. Following are the main steps involved in evidence gathering process:
1) Document retention considerations
2) Planning considerations
3) Creating a chain of custody
· Document retention considerations
In forensic accounting investigations of financial statement issues, document retention and preservation are especially significant. This is a complex area and should be discussed with counsel, but following are some considerations.
In the ordinary course of business, divisions are acquired or sold; accounting systems are modified, updated, or replaced; transactions are executed; and estimates are changed as new information becomes available. All of those things may be relevant to preserving the electronic evidence present in a corporate accounting system. It may be applicable to consider at the beginning of the engagement, whether the forensic accounting investigator will be responsible for retaining records as the records exist at a given date for the assistance of the company and the investigation team and, if so, precisely what documents and for how long the documents should be retained. 
Document retention practices represent a complex area, and counsel should be consulted in this regard to ensure compliance with firm policies and all applicable laws and regulations. There are usually substantial amounts of paper and computer files that are produced or revised during the course of an investigation, and it may be difficult to retain every document and electronic file.
· Planning considerations
It is often necessary to meet the client to discuss the types of evidence the investigator may require and to locate that evidence for the time periods under review. This is especially true of financial accounting records, owing to the constantly changing business structure of many entities. 

For example, if the investigator plans to perform an e-mail review of six people at the company for the past two years, he or she may be sadly disappointed when he or she learns from the technology and investigative staff at the company headquarters, that e-mail server rewrites over files every 60 days and off-site backup tapes cannot be located.
· Creating a chain of custody

The purpose of the chain of custody is to establish that since the evidence was collected, to the time of its presentation to a court or perhaps to a regulatory body; it has been properly preserved from damage or alteration, and therefore is keeping its original value. Before gathering any evidence, the forensic accounting investigator should discuss with counsel and the client the level of detailed record keeping that is required to establish the chain of custody of the evidence.
VII.  Which types of documents are collected in evidence gathering process and what could be the possible sources for these?

Following are the documents collected in evidence gathering process in an investigation:
1) Transactional paper work
Always be on the lookout for paperwork generated by the business that documents the various transactions that occur within its business cycle. Certain documents are invaluable in tracking the flow of money such as invoices, payment vouchers, and other original records of transactions.
2) Signed Statements

The investigator should take written statements from all witnesses at the victim business. These documents are not alternatives for the actual testimonial evidence that the witnesses will offer later at trial. Nevertheless, these documents can serve as your framework for trial testimony. In addition, the same cautions regarding complainant statements apply here.
3) Emails
In the modern age, the most popular mode of communication is via emails.

4) Internet Sources
More and more companies in today’s business world are establishing intranets that connect all employees and departments together. 

Sources 

Documentary evidence may be found in a number of locations. We can divide such documents into three categories based on their locations:
· Firstly, documents can be obtained from victims of the financial crime. Whether it is an investor cheated out of his pension or the multinational corporation that lost a million dollars, this is usually the first place an investigator will look for documentary evidence

· Next, records and documentary evidence can be obtained from third parties

· Finally, evidence can be collected from the suspect.
2. Evidence is required to support any investigation of financial crime. Discuss various types of evidence used in financial crime investigations. 
Gathering evidence is the most important step in the investigation of any crime.
In order to support a financial crime investigation, the forensic accountants need to gather and compile evidence that generally takes considerable time and effort.
The following are the various types of evidence used in financial crime investigations:

Evidence is generally classified into two types, Direct Evidence and circumstantial evidence:

Direct Evidence is obtained without any suggestion or assumption and it proves the presence of the principal or definitive fact. It may take the form of admissions or confessions made in or out of court. It is direct when those who have actual knowledge of the facts in the dispute are involved.
Circumstantial Evidence is the evidence that proves the presence of the principal fact by inference. The courts identify indirect evidence as an authentic source of proof. It involves proving several material facts, which tend to establish the presence of the principal or ultimate fact, when measured in their relationship to each other. Violations involving determined intent are provided by circumstantial evidence. It is the only type of evidence generally available to show such elements of a crime, which exist only in the mind of the committer of the act, such as meanness, intent, or motive. Indirect evidence may be as convincing as direct evidence. At times, a jury may find that it is more important than contradictory direct evidence.
Another classification of evidence is also available. They are shown below

· Oral

· Documentary

· Real

Oral
Oral Evidence is the evidence presented orally through witnesses, or through submission of records or other physical objects. Oral testimony is the statement made by living witnesses under oath.
Documentary
Documentary Evidence involves writing, such as judicial and official records, deeds, contracts, and less formal writing, including letters, notes, and books and records of private persons or organizations. Maps, illustrations, and photographs are other kinds of documented evidence.
Real

Real or Physical Evidence is related to physical objects or property, such as a knife or pistol, admitted in court or inspected by a tester of facts.
Evidence must be relevant and competent in order to be admissible in a court of law. Hearsay or rumors are not considered as evidence and as such not admissible in the court.
3. Evidence gathered in financial crime cases is different from the one gathered in non financial crime cases. What is the basic difference in the composition of the two types of evidences?
The composition of the evidence is the only difference between financial and nonfinancial crimes. 
To prove crimes such as murder and burglary, prosecuting attorneys often use real evidence, such as fingerprints and tool-mark comparisons. Sometimes, documented evidence like pawn (any object left as security for money lent) receipts and photographs becomes important in these cases, but generally, they are non-documentary cases. 
On the other hand, financial crimes are very document heavy. Investigators must often deal with huge volumes of evidence because of this difference.
In the typical murder investigation, more than 500 pieces of evidence would be considered remarkably high. Conversely, 500 individual pieces of evidence would be much more common in major financial crimes. For example, the number of cancelled checks belonging to a single account for a single year could easily exceed 500.
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