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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. 
	Q. 1 i) According to the Chartered Institute of Internal Auditors, internal auditors provide independent assurance that a company’s internal control processes, corporate governance and risk management procedures are operating effectively. This is done by the internal audit function providing unbiased, objective and constructive views and opinions which help organisations succeed. The responsibilities of an internal auditor can vary depending on the size and structure of the organisation, however standard tasks can include the following:
· Collecting documents and information for analysis to ensure they are authentic and that no fraudulent transactions have occurred
· Planning, scheduling and managing an internal audit (including recording all relevant communications with staff members) as well as creating, implementing and assessing recommended improvements
· Attending meetings with the external auditors to develop an understanding of any deficiencies identified in internal controls (not previously identified in internal audits) as well as recommendations that should be implemented throughout the organisation after being agreed with members of staff
· Performing risk assessments on key business activities and using this information to implement risk management processes which can then be monitored and assessed
· Assessing if the company is complying with relevant laws and regulations and informing management where non-compliance is identified
· Anticipating emerging issues and opportunities and deciding how best to deal with them
· Preparing written reports to highlight significant strengths, weaknesses, opportunities and threats which may have been identified during an internal audit and distributing these to management along with relevant recommendations for improvements to be considered

Q. 1 ii) When a fraud investigation is taking place, a forensic accounting team may be responsible for working with the external auditors to assist them in fulfilling their duties as well as ensuring the adequacy of the investigative processes of the investigating team, whether this is the internal audit function or a separate forensic accounting team.

Working with external auditors can be beneficial to forensic accountants, especially where the relevant company is a long standing and well established client. In these circumstances, the external auditor should have significant knowledge regarding their client which, once passed on, will enable the forensic accountants to begin their investigation with a clear focus. Such information can include:
· The company’s areas of significant risk
· The company’s internal controls, systems and processes
· The company’s documentation and records
· The company’s organisational structure, functions and personnel

In addition, the external auditors may provide the forensic accountants with copies of their audit working papers which could further be used as evidence in any criminal proceedings. 

Q. 1 iii) During forensic investigations, the objectives of the internal audit function are likely to be as follows:
· Working in cooperation with management, the forensic accountants and investigative teams. In certain fraud investigations, the internal audit function may have identified the fraudulent activity and be leading the investigation. Alternatively, the incident may have been identified by the external auditors, and management may prefer for the internal audit function to be less involved, while still been there to provide help and evidence as required. 
· Shielding the internal audit department from criticisms. It is easy to lay blame on an individual when an act of fraud has been committed, however due to the secretive nature of the act, and the lengths that some individuals go to conceal it, it can often go undetected. The internal audit function should consider whether it took all necessary steps to identify such fraudulent activities including their risk management approach, sample sizes and branch visits. 
· Identifying control weaknesses that created the opportunity for fraud to occur and implementing improvements to avoid repeat instances.

Q. 1 iv) During a financial investigation, forensic investigators would assist the forensic team by performing the following roles:
· Utilising their skills in planning and conducting a financial crime investigation.
· Utilising their expertise in accounting, auditing, risk management, internal controls and financial analysis. 
· Collection of financial and non-financial evidence by way of public searches, background checks on individuals, analysis of electronic devices and interviews. 
· Review of financial transactions to ensure their compliance with accounting standards as well as authenticating documentation.
· Review and critical analysis of financial statements 
· Writing of reports incorporating complex financial information for use as evidence during the investigation.
· Coordinating and communicating with other members of the team including independent counsel, technology experts, internal audit function, the audit committee, the board of directors and other relevant stakeholders. 

Q. 2) In some more serious financial crimes, the investigation may lead to criminal proceedings which could lead to forensic investigators needing to work with lawyers and solicitors. Lawyers are able to utilise the skills and knowledge of forensic accountants to transform complex financial issues into a more understandable manner, such a role can be defined as acting as an Expert Witness. The following are some specific examples of when forensic accountants may be required to work with legal counsel:
· Anonymous tips including whistleblowers – often accomplices to the crime blow the whistle to escape punishments themselves. Legal counsel should be sought by the forensic accountant to ensure all relevant evidence can be extracted from the whistleblower with regards to the criminal.
· Audit committee and internal audit concerns over suspected criminal actions – where suspicions are raised internally within an organisation, an internal investigation may begin. However, it is unlikely that qualified and experienced investigators will be employed by the firm and so external help should be obtained in the form of forensic accountants and lawyers.
· External auditor findings, specifically with regards to non-compliance with laws and regulations, fraud and money laundering. Although external auditors are bound by ethical guidelines to maintain confidentiality, they are allowed to breach this and disclose confidential information when required to do so by law. Therefore, if an external auditor identifies that a client is taking part in money laundering activities they may get legal counsel and would report the firm to the Serious Organised Crime Agency (SOCA), who would then commence the investigation.
· Media and regulatory reports or communications – where external regulatory organisations, such as the Financial Conduct Authority, have been informed of non-compliance with relevant laws and regulations they may release such information publically which could prompt investigations to commence due to suspicions of non-compliance with other laws and regulations including fraud and money laundering. Such investigations would include both forensic accountants and lawyers. 

Q. 3) In any criminal or forensic investigation, maintaining privacy and confidentiality is of vital importance, particularly if the investigation is to be successful. The reasons for maintaining privacy are as follows:
· In the early stages of an investigation, any potential suspects will be unaware that their criminal actions are been investigated giving the investigators an advantage over them. If the suspects were to become aware of the investigation, they may further attempt to cover their tracks by destroying evidence and eliminating all links between themselves and the crime. 
· When large scale frauds are uncovered, they can often result in the firm facing significant penalties, a loss of value due to reducing stock prices and potentially the company ceasing to exist as a result of filing for bankruptcy as was seen by Worldcom in 2002 when they were found to have inflated the value of their assets by $11 billion. Such consequences will have a significant impact on innocent individuals, and so these should be protected as far as possible.
· The saying ‘innocent until proven guilty’ can be applied in this scenario as well. If an individual, such as a CEO or Managing Director is accused of committing fraud and this accusation is made public, this may have a detrimental effect on their professional reputation. Such damaging accusations may be irreversible, even if the individual was later found to be innocent. 

To ensure privacy and confidentiality can be maintained during the investigation, the forensic accountants should consider implementing the following:
· Gagging orders or injunctions to prevent media agencies from revealing details of an ongoing investigation
· Keep the size of the investigative team to a bare minimum, as the fewer people that know important details about the investigation, the lower the risk of it being inappropriately disclosed
· Require members of the investigative team to sign non-disclosure agreements 
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