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Q.1: Short Questions:

I. Fraud is an activity that negatively impacts individuals, companies and countries. Different associations and bodies have drafted definitions for fraud but all have suggested that a fraud occurs when an individual uses deceptive tactics to manipulate the outcome of situations, transactions or company resources, so they can have a favorable or beneficial outcome. Fraud usual occurs on the following conditions:
a. Pressure or incentive 
b. Opportunity 
c. Attitude and rationalisation

II. For a successful forensic accounting practice the most important skills would be:

a. The forensic accountants should have expert knowledge in investigative techniques and the ability to apply investigative skills in assessing the dynamics of the fraud.
b. The forensic accountants in the practice should also have expert knowledge in evidence gathering techniques, legal requirements and technical accounting expertise. 

III. The forensic accountant should possess the following qualities:
a. The ability to see the different stages and growth dynamics of the fraud.
b. The ability to interview and gather evidence from individuals.
c.  Having the mental aptitude to sense when things have gone awry without full knowledge of the fraud.
d. The ability to present their findings so that it can be understood by everyone.
e. The ability to view the situation with objectivity and skepticism, showing intelligence, persistence, determination and self-confidence in their aim to seek out the facts behind the fraud.

IV. The basic steps in a fraud investigation:
a. Before accepting the investigation it should be determined if the forensic team has the necessary skills and abilities to carry out the engagement.
b. Planning the scope of approach would be a critical stage in the investigation process. This would assist them in determining the objectives and outcomes for the fraud investigation.
c. The team would need to develop an approach to gathering and protecting the evidence, which would minimize any challenges that the court may have.
d. At the end of investigation the team would prepare a report of the findings, evidence and conclusions.

V. To distinguish forensic accounting, fraud accounting, and investigative auditing from financial auditing, we would consider the following:

a. The scope of the job and services – 
i. Forensic accounting, fraud accounting and investigative auditing use the accounting and financial information to assist in legal and administrative decisions. Financial auditing gives an opinion on the assurance on the preparation of the accounting information for business entities.

ii. Forensic accounting, fraud accounting and investigative auditing are used to prove that a fraud has taken place in a business. This is done as required by the company. Financial auditing examines the financial information for a company to assure its users that they have been prepared in accordance to relevant standards and regulations. This is done continuously.

b. Approach to assignments – 
i. Forensic accounting, fraud accounting and investigative auditing will look at the every detail of the accounting information, whereas financial auditing may take a sample approach to testing the accounting information for a company.

c. Reporting –
i. Forensic accounting, fraud accounting and investigative auditing do not use standardized reports and they are usually very detailed. Financial auditing has standard reports that are used in the process, such as the auditor’s report and the financial statements.

Case study

1. First thing is to determine if the investigative team has the experience and skills required for the assignment. Once this has been established a determination would then be made as to the category of fraud that has been committed, the people involved and the evidence that would be required. Discussions with the board about the internal controls and business process of the institution would prove useful to the investigator, who can now commence the evidence gathering process to prove that a fraud has in fact taken place.

2. The documents used by the investigator would include:
a. Bank statements
b. Mileage expense reports
c. Vendor invoices for the meals, entertainment and car repairs
d. Vendor statements
e. Purchase orders/requisitions
f. Check book and check leaves returned by the bank

3. The forensic accountant should be chosen on his/her proven experience and skills as a forensic professional. The necessary prerequisite skills would include:
a. The ability to write clear and concise documents that can be easily understood at all levels
b. Keen attention to detail
c. Auditing/accounting/business experience
d. Technical accounting skills
e. Interviewing and investigative skills

4. The administrator should be interviewed at an appropriate time; once all the evidence has been gathered and all other interviews have been completed. 
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