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i. Fraud is an intentional misappropriation or misuse of organization’s resources or assets by using one’s job or position for personal gain. In simplest term, this is tantamount to stealing organization’s resources or assets. 
In addition, purposely issuing falsified financial reports is considered as fraud. For example, in XYZ Company, Mr. Clean works as a Financial Controller. His role includes regular preparation of financial statements. With the intention to conceal the dwindling performance of the operation and collect favors from sales department, he manipulated the sales data by including the sales of the following month in the current month performance, or he window-dressed the profit and loss statement. Thus, instead of showing the real picture of Company’s dwindling performance, it projected that the organization is in good shape in order for the sales department to earn accolade and monetary rewards from the top management. This action of Mr. Clean is considered as fraud.

ii. The following are the most important skills in successful practicing of forensic accounting:

a. Communication skills (Oral and Written)

b. Analytical skills

c. Auditing skills

d. Technology skills

e. Investigative skills
f. Research skills

g. Skills in simplifying data
iii. The following are the necessary qualities of mind that a forensic accountant should possess:

a. Ethical/Integrity

b. Skepticism

c. Inquisitive

d. Persistent/Resilient

e. Confident

f. Flexible
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iv. The following are the basic steps in fraud investigation:

a. Accepting the engagement. Before engagement is signed and approved by both parties, the following must be determined: scope of the assignment, necessary skills set required for the job and corresponding fees for the engagement, to avoid occurrence of disagreement in the future and enable the forensic accountant do his job objectively. In addition, any possible conflict of interest must be avoided. 
b. Planning the investigation. In this stage, composition of the investigating team is organized, setting of objectives for the investigation, determination of possible fraud existence and period of time the fraud started till starting date of investigation, identify the possible culprit, choose the methodology or techniques to be used to uncover fraud, expected cost that will be incurred in evidence gathering and organization’s projected losses due to theft or misappropriation of its resources. 

c. Evidence gathering.  Investigating team must ensure the quality of the evidence, it should stand in the court of law for scrutiny and proper custody must be observed to avoid evidence tampering or theft. In gathering evidence, different techniques are employed that include, walk-through the client’s internal control and identify loopholes or opportunity for fraud, interview client’s employees, compare trends of balance sheet and profit and loss accounts through analytical procedures and review all cash disbursements by comparing the amounts in the supporting documents with the amount withdrawn and verify the authenticity of the signatures.             

d. Preparation of report. After the concluding the investigation conducted, investigation team are expected to generate a detailed and full report with regards to the following:

1. Perpetrator of the fraud;

2. Evidence gathered that supports the allegation;

3. How the perpetrator circumvented the internal control; and

4. Recommendations for the improvements of internal control and avoid future re-occurrence of same event.
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v. Financial audit is done with the purpose of verifying Company’s books of accounts to establish whether or not they are complying with International Accounting Standards, government laws and taxation. It is usually done by external audit firm, independent entity. While forensic accounting, fraud auditing, investigative auditing focuses on finding evidences whether fraud exist or not. This is specialized engagement that applies methodology to determine fraud or refute that there is fraud happened.
Case Study Answers:
1. The investigation should be started using steps below, after both parties signed the engagement.

a. Gather the evidence and keep it in safe location

b. Checking of Administrator’s employment records

c. Interview the Administrator

d. Interview the Secretary

e. Prepare the final report

2. Documents can help disclose the existence of fraud.

a. Copy of annual budget and board financial policies

b. Ledger of expense accounts

c. Payment Vouchers

d. Stubs or cut-outs of checks issued 

e. Receipts or invoices from restaurants for meals

f. Receipts from petrol station

g. Job orders for car repairs and invoices for completed jobs

h. Credit card statements
i. Attendance confirmations and fees for conventions and meetings attended from event organizer

j. Detailed verbal or written statement of Administrator’s secretary

k. Administrator’s statements during interview
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3. If the Company will hire a forensic accountant, the following should be taken into consideration:

a. Skills set. It should match with the requirement of the school board.

b. Mindset. Forensic accountant should possess skepticism, inquisitive, patient and attention to detail mindset.

c. He should be independent and with impeccable integrity

4. Yes, the Administrator must be interviewed after the evidences are gathered, to support the allegation against him. His statements must be recorded so that it can be used to compare with the documents collected, and in the formulation of the required report after concluding the investigation.
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