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	1. Question 1:

· 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 organizations resources or assets”.

· In a broader context fraud can also mean any misrepresentation that leads to a financial loss or even a potential financial loss.

· Fraud includes deceptive schemes such as, 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.
2. Question 2:

The following skills are most important to the successful practice of forensic accounting:

· Forensic Accountants should have the ability to identify frauds with minimal information; 

· Forensic Accountants should have interviewing skills;

· Forensic Accountants should have an inquisitive  mind set that;




· Forensic Accountants should have knowledge of evidence;
 

· Forensic Accountants should have knowledge of investigative techniques;

· Forensic Accountants should have investigative skills;

· Forensic Accountants should have investigative mentality; 

· Forensic Accountants should be able to identify relevant financial issues;

· Forensic Accountants should be able to interpret financial information and

· Forensic Accountants should have presentation skills (present findings). 
3. Question 3:

The Forensic Accountant should possess the following qualities of mind:

Forensic accountants should have the following attributes:

· Interpersonal 

· Analytical 

· Intelligent / Intuitive 

· Resilient 

· Common sense

· Calm / Measured

· Methodical 

· Collegiality 

· Flexibility 

· Integrity 

Forensic accountants should have the following knowledge base:
· Good written communication 

· Critical thinking ability 

· Technical accounting skills  

· Knowledge to detail 

· Auditing industry experience

· Diagnostic capability 

· Conceptual thinking 

· Technology skills

· Legal knowledge 

· Good at interviewing and investigations

· Financial innumeracy 

· Have commercial and business advisory 

4. Question 4:

The basic steps in a fraud investigation could be as follow:

4.1 Accepting an investigation 

· Ascertain if your team has the required experience and skills to undertake the fraud investigation.

· If the fraud investigation entails complex financial products like derivatives trading fraud or equities trading fraud, get derivatives trading specialist on the team.

· Comply with your companies’ independence rules and perform a risk assessment to establish if any conflict of interest appears between your company and the company for whom you will be performing the fraud investigation. (For example, if its your own audit client).

· Ensure the problem is understood and make notes describing the problem.

4.2 Planning the investigation 

· Investigation plan: 

· Identify what type of fraud was committed and identify the areas under investigation (sales, procurement etc). 

· Forecast what type of documents you may need to examine under those areas. In this way you can establish how long and how big the fraud may be.

· Forecast the individuals that you may need to interview (CFO, Senior Accountant etc) 

· Consider if you may need to collect digital information such as laptop records (make sure to book a forensic technology specialist (“FTS”) to assist you with the investigation.

· Documents and data download request list: For documents and data that may have to retrieved from storage or archiving, prepare a document and data download request list prior to starting the fraud investigation and send to the client before the investigation team arrives. (Maximizes speed and efficiency of the investigation).

· Establish written communication protocols between investigation team and client. 

· Confirm document hand over protocols between investigation team a client. 

· Establish investigation time frame as well as report submission date for draft, and final report.

4.3 Gathering evidence 

Gather evidence during investigation by ensuring that:

Evidence is collected legally. Evidence and the chain of custody is maintained during and after the completion of the investigation:
Collect evidence through documents

· Collect evidence trough review of historical business documents and make copies of those documents. Cheques, payment instructions, dual sign off authority etc.

Collect evidence through financial data analysis 
· Collect evidence by downloading transactions and analyze those through excel spreadsheets etc. Reconciling cash accounts.
Collect evidence through e-discovery (FTS) 
· Collect and identify the time and location of computer data alterations with the help of CAAT, carrying out discussions and interviews with the client’s employees. Perform FTS imaging of the laptop hard rive to retain digital evidence.
Collect evidence through e-discovery (email communications  

analysis) 
· Upon request or written instruction of your client, perform email analysis of suspected employees that may be participation in the fraud scheme.
Collect evidence through interviews with staff as well as external 

parties
· Collect evidence trough interview with subjects under investigation as well as subjects that may be potential witnesses.

4.4 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.

4.5 Court proceedings

After the investigation, things might progress to court. Retain original working papers and use those for court purposes.

Perform dry runs for court testimony to familiarize yourself with facts and time line.

5. Question 5:

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. For a comparison refer to Table 1 below:
Table1: Comparison of Forensic Accounting and Financial Auditing

Items for analysis

Forensic Accounting

Financial Auditing

Why, When and where

the services take place

Serve as a backing to prove a

fraud in the business in an

apparent risk prone

environment

Continuous to certify the state

of the art of a business and

comply with an efficient

market theory

Scope of the job 

Present analytical accounting

and financial information to

support legal and

administrative decisions.

Opine on the accounting

statements of business entities

considering all criteria used in

its preparation

Details of tasks

performed

Detailed planning of task aimed

at documenting deterministic

and calculative analysis.

Sampled and/or probabilistic

procedures to serve as a base

of concluding the financial

statement.

Reporting 

Investigate or expert reports

Financial statements,

management letters or

auditors’ report.

6. Case Study: 

6.1 Starting the investigation 

· Obtain a copy of the Whistle Blower Report
 and analyze this as the first information of white collar crime.

· Perform an interview with the secretary wherein she would confirm certain elements of fraud and asset misappropriation etc.

· It might be that he asked the secretary to complete some expense claims, and she will therefore have to confirm that she completed these upon his instructions. She may be able to present certain source documents in advance of the interview with the subject.

6.2 Outline of documents to be collected 
· Copy of Whistle Blower Report.

· Copies of cheques he wrote to himself.

· Copies mileage expenses claimed.

· Copies of the Board Credit Card payment receipt (and credit card expense claim) of instances where he put gas in to his own car

· Copies of bills for meals and entertainment approved by himself on weekends.

· Copies of bills for repairs to his car (if its his private car).

· Copies of the schools Travel and Expense Policy.

6.3 Hiring of Forensic Accountant 

· Approach the Head of Internal Audit or CFO and request them to make budget available, for an external forensic accountant. Normally this will go through tender procedure, and they require at least three different firms to present a proposal and cost estimate. The best option will be chosen at tender stage.

6.4 Interviewing of Administrator 

· The Administrator should be interviewed after you had interviewed the whistle blower. This whistle blowers allegations should first be tested during the interview as well as observation of documents presented. 

· Thereafter the Administrator may be interviewed.
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� Never disclose the identity of the whistle blower. Never mention the name of the whistle blower and do not present whistle blower reports in court as evidence.
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