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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. 
	
 ASSIGNMENT ONE
i. Fraud can be defined as an act of using deception schemes, intentional concealment, forgery, falsification of data and lying, omission or perversion of truth to gain unlawful advantage.
                  Fraud can be categorized into three main types and it includes the following;
(a) INTERNAL OR OCCUPATIONAL FRAUD: This is defined to include “the use of one’s occupation for personal enrichment through the deliberate misuse or misapplication of the employing entity’s resources or assets.” – Association of Certified Fraud Examiners.  Occupational fraud can also be grouped under the following: 
(I) Corruption: This is defined to include bribery, as offering money or other valuable gifts to influence the decision of other in one’s favor; Conflict of Interest, it occurs when one exerts an influence to achieve undisclosed personal benefits, which essentially may not be of a monetary nature and the consequences will eventually affect the employing entity.  Extortion:  the demand of money as opposed to offering it as a bribe in order to achieve a desired outcome.
(II) Asset Misappropriation: This is the misuse of an employing entity’s assets or resources by employees to their advantage. Examples include cash theft, inventory misappropriation and inventory theft.
(III) Financial Statement Fraud: This is the fraudulent corporate reporting of an entity’s finances that results in material misstatements. It includes falsification of accounting records, omission of financial transactions, inadequate disclosures that have material effect on the financial statements and or the misapplication of financial reporting standards.
(b) EXTERNAL FRAUD: This is an act of using deception schemes, forgery or falsification of data and lying by entity’s third parties to gain unlawful advantage over the entity. Examples include proprietary information theft, loan fraud or a dishonest customer submitting a falsified account to a company for payment.
(c) INDIVIDUAL FRAUD: This is an act whereby fraudsters devised schemes to defraud individuals. These include the use of Charles Ponzi Scheme and advanced-fee strategies.
However, in order for a fraud to prevail, the following conditions must be met concurrently known as the fraud triangle.
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1. PRESSURE: This happens when one is highly indebted, feeling too much addicted to gambling or work related issues whereby one is passed over for a promotion.
2. OPPORTUNITY :This occurs whereby there is so much trust in an employee, weak or non-existence of internal control mechanisms
3. RATIONALIZATION: This normally happens when there are no ethical considerations in an organization, examples, lack of integrity and objectivity and or the act of borrowing an entity’s money with the intention of repaying when the financial status improve.
(ii) Forensic Accountants require special dexterity and expertise that are very different from those of traditional auditors and accountants. The skills that are essential to the successful practice of forensic accounting are as follows:
a. Interviewing Skills: The practice of forensic accounting requires expertise in interviewing people whom are dealt with in the successful execution of investigation. This skill is very necessary to the extent that forensic accountants must obtain evidence that is admissible in a court of competent jurisdiction.
b. Professional Skepticism Skill: The practitioner of forensic accounting should be able to question the originality or the legitimacy of all transactions giving rise to investigation and must be firm in his or her judgments at all times.
c. Fraud Identification Skill: Practitioners of forensic accounting should possess the ability to detect and identify fraud with limited initial information.
d. Evidence Gathering Skills: The practitioners of Forensic Accounting should have a broad spectrum of knowledge in gathering reliable, sufficient appropriate evidence to be presented in the court of law.
e. Auditing Skills: The Practice of Forensic Accounting requires skills in auditing financial statements prepared by companies so that the secondary purpose (detection of errors and irregularities) for auditing financial statement could be meet. Moreover, knowledge in the International financial reporting standards (IFRS), International Standard on Auditing (IAS) and other regulatory requirement is needed in practicing forensic accounting.
f. Investigative, Research and Communicative Skills to develop the mind with the intention to gather sufficient, appropriate and reliable evidence.

 (iii) 	The Forensic Accountant should possess the following qualities of the mind or the body.
a. Financial Audit Techniques in order to detect significant fraudulent financial misstatement reporting.
b. Problem-solving, Critical and logical thinking and detective techniques in order to be more proactive.
c. The Forensic Accountant should be creative and innovative for his reports to be more reliable and of weight.
d. Should be objective minded, intelligent, integrity, persistent, determined and self-confident in order to be able to carry out a successful fraud investigation.
e. The forensic Accountant should be independent of the mind, skeptical in his judgements, time bound, confidential and an arbitrator to settle financial disputes.
f. The Practitioner should have a background in law since the reports will eventually be used in the law of court and for good defense. 

(iv)  	The basic steps involved in fraud investigation are;
2. Acceptance of the investigation by the investigation team
3. Planning the investigation.
4. Gathering of Evidence 
5. Reporting to the appropriate authorities summarizing the evidence obtained and losses suffered as a result of the fraud.
6. Court Proceedings: sufficient, appropriate reliable evidence gathered during the investigation will be presented to the law court upon request by the court.


(v) 	
	I

Item for Analysis
	
Forensic Accounting
	

Fraud Auditing
	
Investigative Auditing
	

Financial Auditing

	
Definition
	
This is the act of gathering and presenting financial information in a format that can be used in a court of law for the prosecution of economic crimes.- George A. Manning
	
This is the careful review of financial documents in cases where fraud is suspected.
	
This is the act of detecting, tracing, quantification and prevention of fraud, money laundering and terrorist financing. 
	
This is an independent expression of opinion on the financial statements of an entity whether the financial statements prepared are free from material misstatements in compliance with the relevant financial accounting and auditing standards and regulatory requirement 

	
Nature and Scope
	
It encompasses accounting, auditing and investigative skills to detect fraud and prevent fraudulent accounting practices in the future.  

It analyses financial statements in order to prove or disprove financial fraud and serves as evidence of fraud (or the absence of it) in a court of competent jurisdiction.

It therefore deals with the identification of people involved in a matter where there is is an alleged financial misconduct, determining the financial magnitude thereon.


	
It covers the area of criminal activities restricted to fraud.

It is also programmed in such a way that the losses (financial or otherwise) incurred by the act of the perpetrators could be quantified in monetary terms.
	
Critical and in- depth examination and or analysis

The evidences are unquestionable, therefore, its nature is decisive. 
	
It opines on the financial statement of entities taking into consideration all the criteria used in the preparation and presentation of these statements.

It is aimed at building shareholders’ confidence with respect to their investment whether financial statements presented are from material misstatements, errors and or other irregularities.

	
Primary Purpose
	
It is use to determine financial fraud, settling non-fraud related financial matters in business liquidation disputes, matrimonial disputes and insurance claims.

It is also a legal tool use to detect, investigate and prevent fraud.
	
It is use to identify fraudulent transactions so that the results of it can be used in a court of law.
	
To discover financial irregularities and critically monitor the movement of an entity's resources.
	
The primary purpose is to express an independent opinion on the financial statements prepared by the management of an organization whether these statements are not materially misstated. 

	
Task Performed
	
A detailed planning of task aimed at documenting deterministic and calculative analysis.

It analyses financial statements in order to prove or disprove financial fraud      and serves as evidence of fraud (or the absence of it) in a court of competent jurisdiction.
	
It is also programmed in such a way that the losses (financial or otherwise) incurred by the act of the perpetrators could be quantified in monetary terms.

It involves detail testing, reviewing and examination of records relating to financial transactions in an organization.
	
Involves the identification of suspects, determination of damages, quantification of damages, prevention of damage, identification of financial activity and tracing financial assets.
	
Task performed are based on probabilistic measures and audit sampling techniques to conclude on its findings. 

It is targeted at making sure that the relevant financial accounting and auditing standards are complied with 

	
Reporting
	
Investigation or expert reports are written and communicated to the appropriate authorities for the necessary action to be taken.
	
Expert reports are issued to all the stakeholders concerned. Examples of these stakeholders include, the National Crime Agency (NCA) , The Bureau for National Investigation (BNI), 
	
Expert reports are issued to all the stakeholders concerned. Examples of these stakeholders include, the National Crime Agency (NCA) , The Bureau for National Investigation (BNI),
	
Audit reports are issued to the shareholders of the entity for a better investment decision making. 


	




                                                
                                                                           CASE STUDY
1.  Occupational Fraud is the use of one’s occupation for personal enrichment through the deliberate misuse or misapplication of the employing entity’s resources or assets - Association of Certified Fraud Examiners (ACFE).
In this scenario, the attitude of the administrator despite his credential in CPA is linked to the occupational fraud in which case, he is using his position to gain direct influence over the activities of the school through the use of the school’s resources.  This is clear case of corruption which leads to conflict of interest on his part. The administrator is exerting his positional influence to achieve his undisclosed personal benefits.
[bookmark: _GoBack]However, the investigation into the above case study could be started by the school doing the following;
(a) Appointing a Forensic Accountant with the relevant skills and mindset both in attributes and profession to investigate the administrator since he is a member of the CPA.
(b) The Independent Forensic Accountant appointed should be able to accept the appointment and carry out the investigation with specialized skills and investigative techniques.
(c) The investigative team should plan their work carefully in order to unravel how long the 

administrator’s fraudulent activities in the school have taken place.  Indeed, the type of fraud have been identified as corruption so the investigative team should be able to quantify the financial loss the school has suffered as a result of the administrator’s signing authority and too much of trust placed in him by the board of the school.
(d) The investigative team should gather sufficient, appropriate reliable evidence of fraud to be presented to the law court in case of prosecution.  The necessary documentation giving rise to the fraud must be reviewed to ensure the safety of the information obtained while the evidence gathered should be of conclusive facts and findings so that it cannot be challenged by the administrator.
(e) Reporting: The evidence obtained during the investigation should be clearly communicated to the board of the school and the law court as well in case of prosecution. The report should identify the extent to which financial losses are incurred by the administrator’s behavior. The control mechanisms that have been broken down should be strengthened in order to prevent future occurrence.

2. Some of the documents that I think can help disclose the administrator’s fraud activities include:
(a) The Official Payment vouchers duly signed, authorized and approved by him
(b) The cheque counterfoils to be sure of the amount written in his name and for what purpose.
(c) The bank statement from the school’s bankers or to verify the credit card transactions.
(d) The fuel coupons used by the administrator to buy gas for his own car
(e) Receipts from the canteen where he takes his weekend meals and the workshop where his car is repaired.
(f) The cashbook being kept by the school in order to look out for the number of transactions that have been recorded in the name of the administrator and time intervals of withdrawals from the bank.
3. In every Fraud Investigation, someone with expertise should be hired.  The Forensic Accountant is therefore needed and must be hired to look into the fraudulent activities of the administrator.
The Forensic Accountant should be chosen by the board and by considering the fact that he should be an independent person from the board to carry out his investigation duties professionally, effectively and efficiently.  He should be a person of high caliber with professional skepticism, knowledge base in law, critical and strategic thinker, very objective and with integrity. The Practitioner should be chosen by the board of the school upon certifying that the he /she is certified and licensed to practice as such.
The practitioner should be professionally competent, having accounting and auditing skills and must be of investigative and mentality skills.


4. Yes, the administrator should be interviewed and should be done at the conclusion stage, whereby reliable, sufficient and appropriate fraud evidence have been obtained to prove the allegation leveled  against him; he should also be interviewed at a stage whereby the evidence obtained cannot be denied since it was his secretary who blew the whistle on him.
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