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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. 
	QUES. 1

I. What is fraud? 
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 organization’s resources or assets.”
Fraud can also be defined as an act of deception intended for personal gain or to cause a loss to another party. The general criminal offence of fraud can include, deception whereby someone knowingly makes false representation, or they fail to disclose information, or they abuse a position.
Fraud always involves deception, confidence, and trickery. In fact, confidence is the single most critical element for a fraud to be successful.


 
II. What skills are most important to the successful practice of forensic accounting? 
· Communication Skills – Fraud examiners spend considerable amounts of time interviewing witnesses and suspects and communicating their findings to other witnesses, to courts and to others. A good communicator will know how to push hard for evidence and confessions. It is impossible to become a forensic accountant or fraud examiner without good communications skills
· Analytical Skills – Fraud detection and investigation are analytical processes where investigators identify the kind of fraud that could occur, the kinds of symptoms and indicators those frauds will generate, and ways in which to examine and follow up on those symptoms that are found. Forensic accountants need to be analytical.
· Technology Skills – To be successful in the practice of forensic accounting, one needs to be proverbial with technology. Technology allows fraud examiners to analyze huge databases quickly. Computers provide some of the best evidence about whether or not someone is guilty of fraud. The use of computer assisted audit technique (CAAT) such as Audit Command Language (ACL) is very common in fraud investigation.

III. What qualities of mind/ and or body should a forensic accountant possess? 
· Detailed Oriented - A forensic accountant needs to be detail oriented. That is, the forensic accountant should pay attention to any little information he comes into contact with in the course of performing his/her duties. For instance, when reviewing financial reports and the supporting documents, it requires looking at large quantities of numbers. 
· Persistence - Persistence plays an important role in the life of the forensic accountant. When for example, the forensic accountant need information about a case or a financial report lack the supporting documentation. The forensic accountant needs to continue requesting for that information or documentation and finding the source of the data reported. 
· Intelligent/Intuitive – A forensic accountant need to be smart, intellectual, and sensitive in the course of executing his/her duties. As a forensic accountant one needs to possess the required knowledge, experience and skills to perform. The forensic accountant should have knowledge on evidence, what constitute evidence and how to gather evidence. The forensic accountant should only perform assignments they have knowledge and skills about and seek clarifications on assignments they have less ideas on.
· Inquisitiveness – Gaining the information necessary to investigate financial reports comes from asking questions. Inquisitive forensic accountants get answers. As the forensic accountant reviews the numbers on the financial reports, he needs to ask the staff questions regarding each number reported.  
· Ability to identify fraud with minimal initial information – The forensic accountant needs to be able to identify the possible scheme, the possible manner it was perpetrated and potentially effective procedures to prove or disprove the potential fraud. 

IV. Outline the basic steps involved in fraud investigation. 
· Accepting the investigation 
At the initial stage the forensic accountant need to consider whether their firm has the ability, the necessary skills and experience to accept or undertake the work. The forensic accountant needs to find out who is alleged to have acted wrongly, what the alleged violation is and if an investigation is necessary. For example, a purchasing agent is suspected of colluding with a vendor to facilitate payment of inflated invoices. One might first determine if the Company has paid any invoices from this vendor and the amounts paid over the previous six months. Second, the forensic accountant might determine if the purchasing agent maintains any decision-making responsibility for the type of services or products provided by the vendor.
· Planning and Leading the Investigation
The greatest asset to the forensic accountant or the investigator is the team he or she assembles to conduct the investigation. We cannot be completely competent in all areas of fraud investigation and should rely on the competency of others to assist us when necessary. Launching and conducting an investigation without a competent team is like performing an operation without nurses, anesthesiologist, and other medical staff.
· Gathering Evidence 
In order to gather detailed evidence, the investigator must understand the specific type of fraud that has been carried out, how the fraud has been committed. This stage involves examination of documents, analytical procedures, testing controls, and witness and subject interviews. This stage of the process normally requires the most time. It is recommended the investigator conduct each investigation with the intent of proving "beyond a reasonable doubt" as required by criminal courts. 
· Reporting
At the end of the investigation the client will expect a report containing the findings of the investigation, summary of evidence and a conclusion etc. The report should include the what, where, when, who, and how of the fraud. Additionally, the investigator is advised to include control recommendations to avoid future occurrences of fraud within the company. The report should not contain recommendations for disciplinary action or opinions on whether the employee is "guilty" of fraud.
 
· Conclusion
The act of conducting fraud investigations brings inherent risk to the investigator and the client. Although these engagements are challenging, they provide a great deal of reward for the investigator as they assist clients through troubled times. The investigator who chooses to chart a professional course before navigating these risky waters will often achieve the intended results and serve the client’s best interest.
V. How would you distinguish forensic accounting, fraud auditing, and investigative auditing from financial auditing? 
Forensic accounting is the science of gathering and presenting financial information in a form that will be accepted by a court of law against perpetrators of economic crimes. It involves the integration of accounting, auditing, and investigative skills to yield the specialty known as forensic accounting which focuses very closely on detecting or preventing accounting fraud. 
Fraud auditing is a specialized discipline within forensic accounting, which investigates a particular criminal activity, namely fraud. Thus, whereas forensic accounting describes any financial investigation that can result in a legal consequence, fraud auditing centers on a particular aspect of forensic accounting. 
Investigative Auditing consist of the detection, tracing, quantification and prevention of fraud, money laundering and terror finance. It involves the examination of accounts and the use of accounting procedures to discover financial irregularities and to follow the movement of funds and assets in organizations.
Financial auditing uses an independent body to examine a business' financial transactions and statements. The ultimate purpose of this form of auditing is to present an accurate account of a company's financial business transactions. 
Case Study
1. Planning will be the first thing to do.
 Planning involves identifying the type of fraud been asked to investigate and how long this kind of fraud has been going on. From the case given it can be seen that it involves asset misappropriation. 
The next thing to do is to start gathering evidence for the case. It is very important to identify the type of fraud in order to obtain detailed evidence. Gathering evidence includes interviewing witnesses, the fraudster and obtaining documents pertaining to the case.

2. Some of the documents that can help in this case are;
· The budget of the school. 
· Credit card statement.
· All records of expenditures signed and approved by the Administrator.
· Cheque counterfoils. 
· A statement from the Administrator’s Secretary. 

3. The forensic accountant to be hired should be chosen based on his ability to gather sufficient evidence. He/she should posses interviewing skills to be able to interview suspects and witnesses. Above all, he/she should have integrity. 

4. Yes. The Administrator should be interviewed. He should be interviewed at the point when the investigator has gathered sufficient evidence to extract a confession from him. A well documented evidence will enable the investigator know the type of questions to ask.
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