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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. 
	1. Short Questions

I. What does an internal auditor do?

Internal Auditor is an employee of the company, who is charged with providing an independent and objective evaluation of the company's financial and operational business activities, including its corporate governance. The Internal auditor also provides evaluation of the operational efficiencies and usually reports to the highest levels of management on how to improve the overall structure and practices of the company. The scope of an Internal auditor is very broad and may involve topics such as organization's governance, risk management and management controls over: efficiency/effectiveness of operations (including safeguarding of assets), the reliability of financial and management reporting, and compliance with laws and regulations. Internal Auditor may also be involved in conducting proactive fraud audits to identify potentially fraudulent acts; participating in fraud investigations under the direction of fraud investigation professionals, and conducting post investigation fraud audits to identify control breakdowns and establish financial loss. Internal auditors may also assist management with compliance with the Sarbanes-Oxley Act (SOX).

II. How do forensic accountants work with external auditors?

The primary purpose of external auditors in an investigation is to audit the related financial statements and ensure that they conform to professional standards. They are obligated to perform their duties under generally accepted auditing standards. The level of interaction between external auditors and forensic accountants depends on the client history, whether the external auditor had a good past experience as a trusted adviser or a
strained relationship due to past events. In both the cases, forensic accountants must have an understanding of the current relationship between the external auditors and the company. External auditors are a pool of knowledge for the forensic auditors as they are more likely to know more about the company based on past experiences. Typically, auditors already know about the company’s areas of risk, its business processes, documentation, systems, and personnel are issues which can help kick start the investigation. The forensic accounting team will also have access to the auditors’ working papers and their staff, which will provide a better understanding of organizational culture and personnel.

III. What are the objectives of internal auditors in forensic investigations?

Experience from multiple investigations conducted over the years confirms that conducting investigations together with internal auditors is more efficient, effective and targeted. This is because the internal auditors know more about the company’s personnel, its environment, and business processes than forensic investigators brought in from outside the company. Both the investigative team and internal audit bring their own skills to the task, and the best way for them to conduct an effective investigation is to work together. Internal auditors usually bring the following skill set:
1. Core skills in auditing: collecting documents and analyzing them for authenticity, corroborating evidence, testing and analyzing data, sampling, and interviewing.
2. Core skills in project management: managing documents, planning, scheduling, creating and following up on audit steps, resolving issues, and recording and communicating results.
3. Knowledge of the company and systems: knowing the organizational structure, how transactions occur, how errors can be revealed, and the strengths of the entity’s personnel, systems, and business processes.
These attributes and skills enable an internal auditor to obtain background information on people, systems and processes. They help not only to collect important data but also serve as advisers regarding specific issues and follow-up actions.

IV. What is the role of forensic accounting investigators when working in a forensic team?

The Forensic accounting investigators assist the investigation team in the following activities:
1. Proper planning and conduction of a financial crime investigation.
2. Being a subject matter expert in areas like accounting, regulatory auditing, internal controls, and financial analysis.
3. Using interviewing skills for fact-finding interviews with witnesses and admission-seeking with suspects.
4. Assisting in data mining and analysis of the company’s books, records and electronic data such as e-mails.  
5. Providing document authentication and awareness of a network of personnel trained in highly technical procedures such as typewriter/printer analysis and forensic laboratory authentication.
6. Review and analyze accounting transactions and their compliance with financial rules.
7. Gathering financial and non-financial information that is public.
8. Helping with forensic imaging, information technology, e-mail search tools, etc.
9. Providing assistance to counsel in developing various investigative techniques and procedures, and different hypotheses.
10. Performing background checks on relevant personnel.
11. Checking the validity of vendors based on publicly available information.
12. Preparation of the sections of draft and final reports pertaining to accounting, reporting, and financial information and assisting the counsel during report preparation.
13. Coordinating with internal and external auditors as well as the audit committee.
14. Reviewing and critically analyzing financial statements, accounting reports, and advice provided by other experts and specialists.
15. A global network of investigators might assist in multinational investigations.

2. How do forensic accounting investigators work with lawyers?

The in-house legal counsel is the first party to be contacted when any allegation of fraud arises. The next step is to contact corporate security, internal audit, risk management, the controller’s office, and public and investor relations groups depending on the severity of the matter and the location of the fraud. Investigations are typically initiated following a long conversation on who should be involved, and a responsible executive would want to involve all aforementioned functions of the organization. The forensic accountant needs to work with different types of lawyers which include the company’s general counsel, SEC counsel, the board of directors’ or the audit committee’s external counsel, attorneys for specific board or specific audit committee members, counsel for specific employees or groups of employees, civil or criminal counsel, counsel for
employees who are under suspicion or who expect to be under suspicion, etc. There are a number of circumstances in which the forensic accountants work closely with these lawyers. These include the following:
1. Internal investigations related to accounting and reporting, which are triggered by – Anonymous tips, Audit Committee concerns, Internal Audit concerns, External Auditor findings, media and regulatory reports or communications
2. Regulatory investigations conducted by SEC (Securities and Exchange Commission)
3. Tax Authority inquiries
4. Contractual Obligation management, Shareholder lawsuits, wrongful termination cases, fraud recovery cases and any other form of civil litigation.

3. What is the importance of privacy in forensic investigations? And, which measures could be taken to achieve this?

Maintaining confidentiality or privacy of the forensic investigation is one of the prime concerns in such an investigation. This is because any leakage of information to the media or competitors may have disastrous impact on not only the investigation but also on the organization. If the suspect receives any information of an ongoing investigation, the suspect might try to flee, erase the evidence or warn other people involved to pause the fraudulent activities until the investigation is complete. The suspect may also try to plant fake evidences for the investigators in order to mislead them towards innocent employees. In case the media or other stakeholders get information about an ongoing fraud investigation it would lead to decrease in stock prices, fall in credit rating, pressure to find fraudulent activity quickly etc. There are several steps which can be taken to maintain confidentiality of the day-to-day developments in the investigation. The first step is to limit the number of people who are kept updated about the development in the investigation. If the number of people who know about the investigation are few, the probability of information leakage would be extremely low. However, the investigation team needs to keep in mind that the company may be required to disclose information to regulators throughout the investigation. Another step which can be taken is to isolate the team working on the assignment to limit contact with other employees or people who might tip off the suspects. Another way to increase the privacy is to finish the investigation as quickly as possible. The documents and files being maintained must be protected properly to avoid any leakage of information. The physical files must be kept under lock and key with limited access while the digital files can be stored in a separate password protected server.
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