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Question 1

I. What is Fraud?

According to the Association of Certified Fraud Examiners (ACFE), occupational fraud is “the use of one’s occupation for personal enrichment through the deliberate misuse or misapplication of the employing organization’s resources or assets.”

While fraud includes deceptive schemes, forgery, falsified data and lying, white-collar crime involves manipulation of accounts, embezzlement of money, bribery etc. Therefore, both are closely linked with each other with the intention to deceive at the core.

The alleged fraud triangle, offers three conditions that are likely to be present when frauds occur:
· Pressure or incentive
· Opportunity
· Attitude and rationalization.

Fraud can be categorized into three main groups in order to determine the kind of investigation that is required. These three groups include: corruption, asset misappropriation and financial statement fraud.



II. What skills are most important to the successful practice of forensic accounting? 


· Interviewing Skills

· Mind-set

· Knowledge of evidence

· Presentation of findings

· Knowledge of investigative techniques

· Investigative skills

· Investigative mentality

· Identification of financial issues

· Interpretation of financial information



III. What qualities of mind/and or body should a forensic accountant possess?

Developing a mindset that enables a forensic accountant to sense if something is not right without actually knowing the nature of anomaly is imperative for the job. 

This attribute distinguishes a forensic accountant from an average auditor who knows and abides by all the rules, but is unable to think like a fraudster. It is crucial for a forensic accountant to be skeptical and should always question the originality/legitimacy of transactions, testimony and other documentations.


IV. Outline the basic steps involved in fraud investigation. 
ducting An Investigation
Accepting the investigation
The first stage of investigation is to determine whether the investigating team has the required experience and skills to undertake the job. Forensic Accounting

Planning the Investigation
The next stage in the investigation process is the careful planning of work. The investigating team must determine the objectives that their job should attain.

These include:
To identify the type of fraud that has been committed, the period of time that it has been committed for, and the way it has been concealed.

To reveal the people involved in fraud.

To determine financial loss of fraud that the organization has incurred.

To gather evidence of fraud to present in court.

To suggest ways in order to prevent future occurrence of fraud.

Gathering evidence
The investigating team must be very careful while gathering evidence and should ensure that the proper chain of custody is observed. If the evidence proves to be inconclusive and insufficient, or if the chain if custody is not followed, then the evidence can be challenged in court and even deemed inadmissible. The team must be vigilant in guarding the evidence against attempts made by suspects to destroy it.

Reporting
By the end of a fraud investigation, the client expects a full report summarizing the evidence obtained, the extent of loss incurred, the company’s control mechanisms that were broken down to commit fraud, the manner in which fraud was conducted, etc. The report may also contain recommendations and suggestions to improve internal controls for fraud prevention.


Court proceedings
The whole investigation usually leads to a court case where the evidence gathered during the investigation will be presented at the court; the investigative team members may also be called to the court to explain how they have managed to identify the perpetrators of fraud. Therefore, it is very important for the investigators to be able to explain the evidence they have gathered professionally, in a language that is understandable for non accounting people and defend their conclusions.
Forensic Accountants, Fraud Auditors and Financial 


V. How would you distinguish forensic accounting, fraud auditing, and investigative auditing from financial auditing? 
Auditors
Forensic Accounting & Fraud Auditing 
Forensic accountants are trained in carrying out investigations, providing solutions to disputed accounting problems, formulate expert reports, gather evidence and present it in court, and make court appearances as witnesses.

Forensic accounting also known as investigative accounting is a combination of accounting, auditing and instigative skills. It provides analysis that will be suitable to the court to form a basis of discussion to arrive at a solution of the dispute.


Financial Auditors
Financial auditing is a different concept from forensic accounting and fraud auditing; Financial auditing typically refers to the process of evaluating compliance of financial information with regulatory standards, usually for public companies, by an external, independent entity. 

A financial auditor does the review of accounts and jumps into investigation only when a doubt arises where as a forensic accountant starts the wok with investigation.
An auditor’s role is of a verifier where as forensic accountant's role is of an investigator.















Case Study

1.  How the investigation for the above case should be started? 

The Forensic accountant should start by: 
· Gathering records;
· Looking for patterns/trend in those documents; 

· Determining possible fraud theories; the theory will identity potential schemes and methods used. As theories are developed, the Forensic Accountant will need to “test” the theory to determine likely scenarios for the fraud. 
 
· Interviewing witnesses; 
· Interviewing the administrator (Suspect)
· And writing the report.



2.  Outline some documents which you think can help disclose the administrator’s fraud activities. 

Records would include:
· Invoices;
· Checks and bank statement; 
· Credit card statement;
· Work attendance records - This should determine when he was off duty.
· Expense/ reimbursement report.  



3.  If the forensic accountant is to be hired, how should he be chosen? 

Forensic accounting is a specialist field therefore accountants need to be well acquainted with investigation techniques and legal requirements. They should also be trained in handling evidence and keeping it in safe custody.
Forensic Accounting
Other issues that must be considered before accepting an investigation include making sure that ethical dilemmas are avoided. For example, it would not be objective to investigate an audit client. In other words, the investigating firm will be vulnerable to bias if it is investigating the same company, which it audits.






4.  Should the administrator be interviewed? If so at which stage? 

The administrator should be interviewed; as the suspect, this is the last individual that should be interviewed. Even though it is likely that the suspect will not come forward with a confession, the individual should still be interviewed, because the interviewer may be able to obtain some useful information. 

By interviewing other parties such as the secretary before the administrator will assist the Forensic Accountant in the interview with the administrator. 
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