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[bookmark: _GoBack] 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. 
	i. What is Fraud? 

Fraud is an intentional act meant to induce another person to part with something of value, or to surrender a legal right. Fraud is a deliberate misrepresentation or concealment of information in order to deceive or mislead. Fraud can range from minor employee theft and unproductive behaviour to misappropriation of assets and fraudulent financial reporting. In different situational context, fraud can take somewhat different forms – for example, bribery, embezzlement, securities fraud, health care fraud, money- laundering scams, insurance fraud, software piracy, internet fraud, telemarketing fraud, mortgage foreclosure scams, identity theft.  They all have their own characteristics. The origin of fraud lies in greed and deception. Someone may knowingly lie in order to obtain an unlawful benefit, or unfair advantage.

Some exams of fraud are :
1. Dishonesty or fraudulent act
2. Forgery or alteration of a check, bank draft or financial document
3. Misappropriation of assets
4. Deliberate impropriety in the handling or reporting of money or financial transactions
5. Wrongly using influence in a business transaction to receive a benefit (such as bribery, bid-rigging)
6. Profiting as a result of inside information
7. Disclosing inside information to another person in order for them to secure unlawful gain

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

The following are key skills that are important to a forensic accountant -

They must have the ability to identify Fraud with minimal initial information, good interviewing skills, excellent mindset, must be an expert at evidence-gathering techniques, knowledge of  investigation techniques, together with investigation skills and be able to present his/her findings in either a written or an oral format. Some of the core skills are Education, training and experience with generally accepted accounting principles (GAAP) and its application, general knowledge of business law and ethics for CPAs.

Example of key skills are:-
1. Interpersonal
2. Analytical
3. Intelligent/Intuitive
4. Testifying
5. Knowledge of relevant professional standards
6. Audit evidence
7. Fraud detection
8. Asset tracing
9.  General knowledge of rules of evidence and civil procedure
10.  Internal controls
11.  Evidence of oral communicator
12.  Be able to simplify information
13.  Auditing skills
14.  Identifying key issues
15.  Strategic thinker
16.  Reporting
17.  Investigate

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

Mindset is the attitude towards competent performance in the workplace. It is the positive mental attitude of a forensic accountant to prevent, detect and response to fraud. The forensic accountant must develop a mindset that enable him/her to sense whether something is not right without knowing the nature of the anomaly. A forensic accountant should be skeptical and should always question the originality/legitimacy of transactions, testimony and other documents. 

He/she must have the following mindset:-
1. Financial audit techniques
2. Detection of fraud which might be aided by a tip or be accidental
3. Creative thinking and innovation (using impulse and science)
4. Intelligence and persistence
5. Should possess logic, problem solving tactics and detective skills

iv. Outline the basic steps involved in fraud investigations.

There are 5 stages involved in a typical fraud investigation

1. Accepting the investigation
2. Planning the investigation
3. Gathering Evidence
4. Reporting
5. Court Proceedings

Accepting the investigation - is to determine whether the investigating team has the require experience and skill to undertake the job. At his stage you should be well acquainted with investigation techniques and legal requirement. They should be trained in handling evidence and keeping it in safe custody.

Planning the Investigation – Careful planning of the work is required. The investigation team must determine the objectives of their assignment, which will include :

· To identify the types of fraud that has been committed, the period of time for which it has been committed, and the way in which it has been concealed.
· To reveal the people involved in fraud
· To determine the financial loss incurred by the organization as a result of fraud
· To gather evidence of fraud to present in court
· To suggest ways of preventing the future occurrence of fraud

Gathering Evidence – The investigating team must be very careful while gathering evidence and should ensure that the proper chain is observed. If the evidence proves to be inconclusive and insufficient, or if the chain of custody is not followed, the evidence may be challenged in court and even deemed inadmissible. The team must be vigilant in safeguarding the evidence against attempts by suspects to destroy it. There are a few evidence gathering techniques that can be used:

· Identifying gaps in the client’s internal control
· Comparing trends over time to draw comparisons between different segments of the business with the help of analytical procedures
· Identifying the time and location of computer data alterations with the help of CAAT, carrying out discussion and interviews with the client’s employees
· Reconciling cash accounts and reviewing documents

Reporting – By the end of the fraud investigation, the client will expect a full report summarizing the evidence obtained, the extent of the losses incurred, the company’s control mechanisms that were broken down by the perpetrator to commit fraud, the manner in which fraud was conducted and so on. The report may also contain recommendations and suggestions to improve internal controls or fraud prevention.

Court Proceedings – The whole investigation usually leads to a court case in which the evidence during the investigations will be presented to the court. The investigation team members may also be called before the court to explain how they have managed to identify the perpetrators of fraud. Therefore, the investigators must be able to explain the evidence they have gathered professionally, in a language that is comprehensible to non-accounting people, and to defend their conclusions.

v. How would you distinguish forensic accounting, fraud auditing, and investigative auditing from financial auditing?

1. Forensic accountants are trained in carrying out investigations, providing solutions to disputed accounting problems, formulating expert reports, gathering evidence and presenting it in court, and making court appearances as witnesses. A forensic accountant is not just an accounting expert; he/she is also well knowledgeable in legal matters and is able to provide assistance to lawyers.

Forensic accountants may specialize further in areas such as insurance claims, fraud, royalty claims, personal injury claims and more. Many large and medium- sized accounting firms have forensic accounting departments to assist them in fraud inquiries and other related matters.

2. Fraud Auditors – One area of forensic accounting is fraud accounting. It deals with criminal activities restricted to fraud, as opposed to forensic accounting, a more general name for financial investigation that leads to legal outcomes.

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

A comparison report –  (examples below)

Items for Analysis - Why, when and where the services takes place. 

The Forensic Accountant - Serves as a back up to prove a fraud in business in an apparently risk- prone environment. 
The Auditor – Continuous, certifying the state of art the business and complying with the efficient market theory.

Case Study 

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

Firstly – Accepting the investigation: - Make sure that the investigating team has the required experience and skills to undertake the job. They need to be well acquainted with investigation techniques and legal requirements. They must be trained in handing evidence and keeping it safe.  Secondly, they must make sure that all ethical dilemmas are avoided. The Forensic accountant must check to see the three usual conditions are present when the fraud occurred. Incentive (pressure), opportunity, rationalization (finding a justification for committing the fraudulent act)

The next stage is carefully planning the work. Determine the objects of the assignment which includes :-

· To identify the type of fraud that has been committed, the period of time for which it has been committed, and the way in which it has been concealed.
· To reveal the people involved in fraud.
· To determine the financial loss incurred by the organization as a result of the fraud
· To gather evidence of the fraud to present in court
· To suggest  ways of preventing the future occurrence of fraud

When gathering evidence – the investigating team must be very careful and should ensure the proper chain of custody is observed. Identifying gaps in the client’s internal control that allowed the fraud to occur. 
After this, the client will expect a full report summarizing the evidence obtained, the extent of losses incurred etc.


2) Outline some documents which you think can help disclose the administrator’s fraud activities.
Documents that should be disclose :-
· Company’s bank / credit card statements for over a specific period 
· Original documents and Accounting records showing all Income and  Expenditures
· Accounts files showing all records of expenses
· Original receipts both spoilt and void
· Original documents of all the company reports
It is important to collate evidence which include dates for each fraudulent violation and when the fraud occurred. 

Evidence is anything that an investigator may collect or testify to that supports or refutes a matter of fact. The correct procedures must be used when gathering evidence, including collecting samples, preservation, storage, and chain of custody are important. Properly collected evidence can be of significant assistant to successful enforcement. If the correct procedures are not used, it can lead to dismissal of a very solid case.





 

3) If the forensic accountant is to be hired, how would he be chosen?

Forensic Accounts require skills and expertise as they work with very limited information and has to rely on probable theories. Therefore, he must have a good mindset and possess strong analytical characteristics, good communication skills, must have the Professional knowledge and all the Personal attributes of a Forensic Accountant, including general knowledge of business law and ethics for CPAs. Therefore, he will be chosen based on his experience and qualifications.

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

I think the administrator should be interviewed, but only towards the end of the interviewing process; however, other options may be considered depending on the nature of the case. If the suspect is planning to leave the company or if you fear that evidence may be destroyed. Then the administrator can be interviewed at an earlier stage. It is very important that you gathered strong evidence that fraud has been committed and all 3 conditions of the fraud triangle were present when the fraud occurred.
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