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INTRODUCTION TO FORENSIC ACCOUNTING ASSIGNMENT 1

QUESTION 1

Fraud defined

Fraud is an act of direct misrepresentation of facts or omission of material facts (Benham at  al 2001-57).

Association of Certified Fraud Examiners (ACFE) defined occupational fraud as “use of one’s position for personal enrichment through deliberate misuse or misappropriation of employing organization’s resources or assets. It has elements of greed and deception to get illicit financial gains.”

QUESTION 2

Skills  most  useful to successful practice of forensic accountant

Forensic accountant should be prolific and with diverse skills in IT, interviewing, presentation, litigation and excellent communication skills.

 George D.Mannngs in his book, “Financial Investigations and Fraud Accounting”, described  forensic accounting as a way of collating and presenting  financial information in a manner usable in the courtrooms .The skills integrate  accounting, audit and investigations.

QUESTION 3

Qualities of Mind/and or body a forensic accountant should posses.

Qualities

Ability to identify fraud with minimum initial information

Knowledge of evidence gathering techniques

Mind set

As stated above, a forensic accountant should be prolific and inquisitive mind diverse skills and should develop a provocative feeling that things are not right.

Forensic accountant should think like a fraudster and think beyond the conventional audit and accounting regulations.

Forensic accountant should have a creative thinking mind. For Successful fraud investigation, the forensic accountant should be intelligent, persistent, determined and have self confidence and should also possess analytical, logic and problem solving skills.

The core skills can summarized as knowledge of evidence gathering skills, investigative techniques, investigation mentality ,interviewing and presentation .

QUESTION 4

Basic steps involved in fraud investigation

The stages involved in the investigations are as stated below:

· -Accepting the investigation. This includes determining if one has capacity to conduct the investigation in terms of resources, technical and legal requirement

· Planning the investigation carefully - is second step. This involves setting the objectives to the team should achieve in the investigation.\ such as identifying the type of fraud, stating people involved, determining the magnitude, gather evidence adducible in court and suggesting ways to avert future fraud cases.

· Evidence gathering is a third step in investigation process. There should be careful observation and control of chain of custody. Some  applied include identifying internal control gaps, trend analysis

· Reporting ,in  summary  form , the findings  giving evidence  obtained ,extent of loss ,company’s control mechanism that were breached ,manner committed  to commit 

· Court proceedings mark the end of the investigation process. The investigators might be called to testify to give evidence how they managed to get the perpetrators of fraud.
QUESTION 5

Distinguishing Forensic Accounting, Fraud Auditing and Investigative audit and financial audit

Forensic Accounting

Involves investigation, providing solutions tp disputed accounting problems, formulating expert REPORTS, GATHERING EVIDNECE AND PRESENTATION TO COURTS and making appearances as witnesses. The function supports lawyers in litigation processes.

Fraud auditing

An independent and objective assurance and a branch of forensic accounting that deals with fraud cases as opposed to forensic financial investigations that is more general

Financial audit 

Has a view of establishing the compliance with regulations, standards, usually for public companies auditing  and mainly involves review of financial statements  by an external audit firm 

CASE STUDY

QUESTION 1

How the investigation should start

The investigation should start by accepting to carry investigation out the task. Having accepted the task, the next step should be attempting identify the type of investigation to be conducted. In this case the type of investigation is asset misappropriations.

Before embarking on the exercise of investigation, it would be prudent to determine if there is capacity to undertake the job. Consider any ethical dilemma and avoid conflicts.

QUESTION 2

Documents that might be needed to help disclose the no statements

· Payment 

· Check counter foils

· Bank statements

· Authority signing limits

· Board minutes showing approved expenditures

· Credit card statement for the company’s card account

· Fuel records

· Motor vehicle maintenance returns

· Copy of policies 

QUESTION 3

Hiring a Forensic Accountant.

The need to hire a forensic accountant will be driven by the need by a company to have an independent external investigator. That will depend on the magnitude of alleged crime. Another reason for hiring a forensic accountant may be due to higher proliferation of crimes across the organization and rampant fraudulent activities

The forensic accountant would be hired by the board to carry out investigation of alleged financial crime. The Forensic accountant should be someone who possesses specific skills which include investigative, mind set, fraud detection and risk management, presentation of findings, knowledge of audience, investigative mentality, accounting and IT.
QUESTION 4

Yes. The administrator should be interviewed .The administrator is the suspect and should be questioned to establish the truth regarding the alleged misappropriation of employer resources. The interview should be conducted with suspect after obtaining sufficient evidence. The main objective should be to get confession from the offender and also to help identify other staff involed in the scam. Direct confrontation should be avoided and the investigator should establish a rapport with the suspect.

Using Cressy fraud triangle, the investigator should formulate an informed strategy for the first interview with the suspect noting to avoid tunnel vision, careful attention and having open mindedness.
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