Mark Cawkwell
1457
Assignment 12
5

[image: image1.png]ﬁ
o R



                                                                  

	Student Name:
	Mark Cawkwell

	Student Number:
	1457

	Course:
	Diploma in Forensic Accounting

	Assignment NO:
	12


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 Answers –

i. Internal auditors are the company’s first line of defence against spotting fraud or abnormalities.  Their strength will be that they will be familiar with the company, its personnel, environment, business practices and its ways of working than an external auditor/investigator.  They also will usually have skills in both project management and core auditing skills.  External Forensic accountants hired to help with an investigation and where they are working with internal audit will need to find out, are internal audit more focused standards then on risk? Are any internal audit staff trained forensic accountants? Does everyone in the company agree with the role of internal audit?  Are internal audit’s recommendations usually implemented and if not why not?

ii. Where forensic accountants are working with external auditors the primary purpose of the external auditors will be to audit financial statements and ensure that they conform to professional standards.  The forensic accountant should be aware that external auditors have to perform their duties according to the generally accepted auditing standards, the forensic accountant will also need to know – 

a) The relationship between the client and the external auditors i.e. trusted or strained.

b) External auditors will also be valuable to the forensic accountants/investigating team as they will have a familiarly with the client and know things such as personnel, business processes and the systems being used.

c) Once formal access has been requested and granted the forensic accountants/investigating team will have access to external audit’s working papers and possibly members of their team which can give them a large head start in their investigation as most likely a lot of the basics have been done by the external auditors.

iii. The objective of internal auditors during any forensic investigation would be defensive as it is likely that they would feel embarrassed at the fact that they failed to detect the fraud.  Their key objectives will be protecting the internal audit team from criticism and ensuring the annual audit plan is completed within the scheduled time period.  So whilst they may be working with the forensic accountant team to help uncover a fraud they may also have other “what they would consider” more important objectives.

iv.  When working in an investigative team the forensic accountant’s role will probably involve the following -
a) Planning and conducting a financial crime investigation.

b) Providing expertise in accounting, regulatory auditing, internal controls and financial analysis.

c) Using his/her Interviewing skills including both fact-finding interviews with witnesses and admission-seeking with suspects.

d) Using his/her expertise in data mining and data analysis of the company’s books, records and electronic data such as emails.

e) Document authentication and using their network of personnel trained in highly technical procedures such as printer analysis and forensic laboratory authentication.

f) Using his/her abilities to review and analyze accounting transactions and their compliance with the financial rules.

g) Using his/her abilities to gather financial and non-financial information that is in the public domain.

h) Using his/her expertise in forensic imaging, I.T. and email search tools.

i) Providing assistance to counsel in developing various investigative techniques and procedures and different hypotheses.

j) Performing background checks on relevant personnel.

k) Checking the validity of vendors based on information in the public domain.

l) Preparation of draft and final reports pertaining to accounting, reporting and financial information and assisting the counsel during report preparation.

m) Coordinating with internal, external auditors and the audit committee.

n) Reviewing and critically analyzing financial statements, accounting reports and advice provided by other experts and specialists.

o) Being part of a global network of investigators whom might be assisting in a multinational investigation.

2. Situations may arise where forensic accountants work with lawyers & solicitors, these could arise from -

a) Anonymous tips

b) Audit committee concerns

c) Internal audit concerns

d) External auditor findings

e) Media and regulatory reports or communications

f) Tax authority enquiries

g) Contract issues

h) Shareholder lawsuits

i) Wrongful termination claims

j) Fraud recovery actions

k) Other forms of civil litigation

The audit committee will usually put together the investigation team which will probably include corporate security, internal audit, risk management, the controller’s office, and possible public and investor relations groups, external audit and where required of course forensic accountants will be bought in for their specialist skills.  

There are various types of attorney with who a forensic accountant may work, such as – general counsel/company solicitors, SEC counsel/Inland revenue, board of directors, the audit committee’s members, counsel/solicitors for specific employees or groups of employees, civil or criminal counsel, counsel for employees who are under suspicion.

3.  Privacy is of vital importance in a forensic investigation, the leaking of any information to the media or the public could be disastrous, even the knowledge that an investigation is underway may lead to people jumping to conclusions or rumours spreading like wildfire.  The company may be required to disclose information to regulators throughout the investigations, however some ways to maintain the confidentiality of the investigation are -

a) Keeping the number of people informed of developments should be limited.

b) Stabilizing data having secure storage and security measures in place in order to avoid information leaks.

c) Having security cleared forensic investigators.

d)  Having non-disclosure agreements signed by all of the investigating team.

e) Having a highly secure password policy in place for investigating team members who will be logging on to the company’s computer systems.

f) Ensuring the company/entities I.T. security policy is up to date, to prevent hacks on any data/emails passed between the investigating team.

g) Ensuring data is not read/intercepted by a third party, this could be by using things like secure print for information sent to a printer or by using encryption keys or passwords on any documents emailed between the team.

h) Ensuring interviews with witnesses and suspects are carried out confidentially in a location that will not arouse suspicion and that the witnesses and suspects are made aware of the confidentiality requirement.
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