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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. 
	What is Fraud?
i. This is when one uses their position to deceive another in order to gain a financial advantage. Fraud is the embezzlement of funds. It is the use of bribery, extortion, stealing, fake claims etc. in order to gain financial advantages that one wouldn’t otherwise possess. The different types of fraud can be placed in three different groups so as to know the type of investigation that would be required. The three different types of fraud are corruption, misappropriation of funds and financial statement fraud. 

For example a marketing company employs a customer service agent at their call center where the agent would take payments over the telephone from customers buying advertising campaigns. While he takes the customer’s details, he would also make a note of it and use it in the future to make personal payments. This is embezzlement as the company and the customers trust this agent and he used his authority to misappropriate funds. 

ii and iii. The skills that are most important to the successful practice of forensic accounting and the quality of mind a Forensic Accountant must possess are:

Accounting skills- Being able to understand and interpret any company’s financial statements is paramount in being successful in forensic accounting.



Interviewing skills- A forensic Accountant must possess interviewing skills in order to gain as much valuable information for their case. This information must be acceptable and valuable in the Court of law. They must also be confident especially when interviewing, so as not to show any weakness to their interviewees. The Forensic Accountant must gather enough information from their interviewee plus further evidence to present findings that are provable. These findings may result in a confession from their interviewee.

Be able to think like a Fraudster- a Forensic Accountant must be able to think the way a fraudulent person would think. They must be intuitive, following their instinct as oppose to being just methodical-following all the rules. They must also question everything- question whether an activity is logical or according to the company’s norm. For example they must be able to correlate what happens during the different quarters of the year and then compare what happens during these periods and then analyse whether there are any inconsistencies which may be because of fraud.

Gathering Evidence- A Forensic Accountant must be professional in gathering evidence from the beginning of the investigation in order to ensure the findings are admissible in court. They must conduct a thorough investigation in effect leaving “no stones unturned”. In order to carry this out they must also have attention to detail skills. In order to gather evidence effectively a Forensic Accountant must have knowledge of GAAP “General Accepted Accounting Principles” so as to ensure the rules are being followed in preparing financial statements.

Presentation of Findings- a Forensic Accountant must be able to present their findings in an easy and understandable format. They must also have a knowledge of the law in relation to their findings to prove whether or not any fraudulent activity has taken place when all evidence has been correlated and measured against the law.

Investigative Skills- Another skill they must possess is investigative skills, not only to gather information on the fraudulent activities but also the motive behind the finding plus what opportunity one had for the crime to take place. They must be able to think unconventionally, not just using their accounting skills but also other means to get forensic evidence. Forensic evidence such as whether there were any small amounts of money missing-that were unaccounted for, as fraudsters usually start small before embezzling bigger amounts.

Also was the company or the employee struggling financially which could lead to them engaging in illegal activities in order to stay afloat. One example of this was The South Sea Bubble corporate fraud. The company was struggling due to lack of profits and so they spread claims that they had new foreign ventures and trades between them and England has increased. This attracted new investors to buy the company shares. This was all fabricated information to increase sales on the company’s shares.
In conclusion along with the above skills a forensic accountant must also possess written and communicative skills in order to investigate and present findings. Critical thinking and technical accounting skills is also needed as they will need to think outside the box and to measure that the rules are being followed according to the GAAP. Also technological as most white collar crimes are done online and numeracy skills in order to balance the accounts ensuring no small amounts are accounted for amongst other calculations.

iv. Basic steps involve in fraud investigation are:

· Deciding whether or not to accept the investigation:

Before taking on an investigation the Forensic Accounting team must decide whether or not they possess the required skills for the investigation. Fraudulent activities take place on a daily basis and are ever changing. The team must decide whether they can match the skills of the fraudster for example technological skills to decipher complex online transactions and layers of information that’s covering over the actual fraud.

· Identifying the Fraud that’s committed:

This will narrow down the list of resources that the investigation requires-including human resources. It will also help the Forensic accounting team in identifying what legal body the particular fraud falls under and can recruit their help in providing expertise information for their investigation.

· Planning the Investigation:

It is important to plan the investigation. This can help the team to be more focused and the task at hand can be more easily measured. If the investigation is planned the team can document everything that lead up to the fraud taking place. The plan also help to organise the investigation and help the team to better analyse if there are any inconsistencies in the interviewees statements.

· Gathering Evidence

The team must take extra care and vigilance in gathering evidence from the beginning of the investigation. This is to ensure all evidence are admissible in court. The evidence must also be gathered in a systematic order where the information can be easily followed whether via paper trail, physical evidence or any other means that can be classed as evidence in the court of law. The Forensic Accountant must also ensure all evidence is kept secure, away from being tampered with. Once the investigation is over the Forensic accountant must ensure that the findings are easily understood by a layman or anyone without a Forensic Accountant background knowledge especially if the findings need to be presented in court.

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

Forensic Accounting according to George A Manning is collecting monetary information that can be used in the Court of law to prove or disprove a financial crime. Forensic accounting scrutinises accounting information so as to prove or disprove a financial crime or fraudulent activities has taken place before the Court of law.

While Fraud Auditing is an in-depth review of all the company's financial documents to show there are no irregularities between the company's financial statement and the numbers. Some companies perform a fraud audit not only if they suspect fraud but also as a prevention technique and to stop embezzlement before larger amounts are taken.

Investigative auditing is identifying, discovering, quantifying and prevention of fraud, money laundering and financial advantage gained through terror. It evaluates financial records of a business specifically the accounts to find out if there are any inconsistencies and it traces the movement of the company's money and assets.

As oppose to Financial Auditing which is an independent and impartial analysis of the company's financial reports and how it goes about reporting its finance. This is usually done by an external auditor who is not a stakeholder or have any relation or connection with the company, so that the report can be fair. This is also done in order for the Shareholders to be rest assured that the financial statements are correct and complete.

Therefore the differences between Forensic Accounting, Fraud Auditing, Investigative Auditing and Financial Auditing are: Forensic Accounting is collecting financial information that can be used in the Court of law to prove or disprove a financial crime. While Fraud Auditing is an in-depth review of all the company's financial documents to show there are no irregularities between the company's financial statement and the numbers. While Investigative Auditing traces the company's money and assets to discover whether there are any inconsistencies in the accounts. While Financial Auditing is an independent, impartial analysis of the company's financial reports.

Case Study

1. How should the investigation start?

The first step is to plan the investigation. The Forensic Accountant must first identify what fraud the administrator committed, which in this case is the embezzlement of funds, He didn’t adhere to the Fraud Act 2006 section 4 Fraud by abuse of power. Also how long was this going on for and how many other people are involved. Plus how much money the school board loss as a result. Then the Forensic accountant can carefully gather evidence that are admissible in court.

2. Some documents that can help to disclose the administrator’s fraudulent activities.

· The school boards credit card statements- This may show the different payments the administrator embezzled such as payments at a gas station or for meals and entertainment.
· The school board’s annual budget statement- this can be used to analyse the school boards cash flow, their liabilities (money going out and why).
· The administrators check book- As this was used to write checks to himself, this can be used to measure whether the checks that are written was used to embezzle funds to pay for personal expenses.
· The administrator’s personal Bank statements- This can be used to show all the money (checks) going in and from where. The statement will also show the check number which can be used to compare with the school boards check book that was being used by the Administrator.
· The bills submitted by the Administrator- These records could be checked to see if all the expenses were related to the school board or not.

3. The Forensic Accountant chosen should be one with:

Numeracy and financial skills- In order to calculate and analyse the school boards cash flow, their liabilities (money going out and why) also to sum up payments the administrator embezzled such as payments at a gas station or for meals and entertainment. They must have financial skills so as to know what counts as a School board expense and a personal expense.

Be able to think like a Fraudster and investigative skills- To be able to decipher layers of information that the Administrator may hide his expenses or cover them, passing them off to be expenses related to the school board. They must be able to investigate from the beginning in such a way that all the information are admissible in court.

Accounting and legal skills- The Forensic Accountant must have accounting skills in order to scrutinise the board’s accounts, to prove any inconsistencies and fraudulent activities. He must also be aware of the legislations such as the Fraud Act 2006. This would allow the Forensic Accountant to be aware of what section of this legislation was not adhered to and to prove it. They would also need to know about The Data Protection Act 1998, so as to know how much of the Administrators personal details they can legally apprehend.



4. Should the Administrator be interviewed? If so, at what stage?
I would recommend the administrator to be interviewed because he was clearly disgruntled and frustrated with the board as they made it hard for him to get approvals for his proposals. His disgruntled attitude could be shown in the interview which could be used as proof that he had good reasons to commit fraud and with no remorse. Plus he had the opportunity to commit the fraud as he had ultimate authority for all items payable from the school’s annual budget.

I would recommend him to be interviewed once all the evidence has been gathered and can be proven. Evidence such as receipts with proof that the amounts were paid for from the Boards credit card. Plus credit card statements proving amounts were taken and paid into his personal accounts. It is important to interview at this stage as the evidence would be stacked against him and it is most likely he would confess. The confession must also be admissible in court.
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