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1. Give short answers for the following questions:

What does an internal auditor do?

I. Though contracted by the company an internal auditor ensures the tax authorities, regulators, creditors, prospective investors, suppliers and customers among others can place reasonable reliance on the financial statements of the company (ACCA, 2018). An internal auditor provides a report that expresses an opinion (PWC, 2017). External auditors also do the same and their reports are preferred as they are normally an independent audit firm contracted not based on a company’s preference but using procedure prescribed by the regulator (ACCA, 2018).



The opinion rendered by the internal auditor is in regards to whether the company in preparing its financial statements followed the financial reporting requirements and accepted accounting principles and standards (PWC, 2017). The opinion rendered indicates whether the company’s financial statements give a true and fair view/ reflection in all respects of the assets and liabilities, profits and losses of the company (ACCA, 2018).  

How do forensic accountants work with external auditors?

II. Before forensic accountants commence an investigation they must have information on the internal control environment, culture and attitude to fraud, processes, products, services and the industry dynamics (Association for Certified Fraud Examiners, 2016). External auditors can provide the above information to the forensic accountants (All Business, 2018).



In the processes of external auditors examining the procedures and processes used by the management of a company to prepare its financial statements, a lot of valuable information is picked up by the external auditors (Association for Certified Fraud Examiners, 2016). The external auditors can thus be a relatively independent source of information for the forensic accountants (Association for Certified Fraud Examiners, 2016).



The external auditors can point the forensic accountants to the processes and procedures with the highest risk of fraud they picked up in their audits (Association for Certified Fraud Examiners, 2016). 

What are the objectives of internal auditors in forensic investigations?

III. The objectives include providing background information in general. The board and senior management’s set-up. The attitude of board and senior management towards matters of fraud and what is expected from employees regarding the same (Accounting Tools, 2017).



Internal auditors can also assist if need be to perform analytic procedures. In situations where there is too much data internal auditors may be called in. Analytic procedures provide a much needed synoptic view or high level overview (ACCA, 2018). What this then does; is that it points out the high risk areas that must be investigated thoroughly in greater detail (ACCA, 2018).



Analytic procedures are efficient. Efficiency is achieved by pointing out the high risk areas that need detailed investigation; which process if done at a granular level would otherwise be expensive, time consuming and mentally taxing (ACCA, 2018). Identification of the high risk areas allows for cost-effective application of audit resources into the specific areas requiring further investigation (ACCA, 2018).



What is the role of forensic accounting investigators when working in a forensic team?

The role of forensic accounting investigators when working in a forensic team are:

i. Establishing if a fraud was committed, 

ii. For how long, 

iii. By whom, 

iv. How it was concealed and 

v. How much was lost (Association for Certified Fraud Examiners, 2016) 

Once the above have been established unlike reports done by internal and external audit the forensic team expert report must be subjected to rules of evidence. If the report is found not to be admissible in court then all the resources spent on the investigation would have gone to waste (Association for Certified Fraud Examiners, 2016).

This is where the term forensic (for application in the criminal justice system) comes in. In fact the forensic team takes into account the rules of evidence from the onset unlike internal and external auditors, who have, shareholders, board of directors, regulators, general public among others as end users of their reports (Association for Certified Fraud Examiners, 2016).

How do forensic accounting investigators work with lawyers?

2. Essentially forensic accounting investigators provide lawyers with the much need evidence required in civil litigation or a prosecution in a criminal trial. Forensic accounting investigators carry out the investigations and hand over their work to the trial lawyer or prosecutor (Association for Certified Fraud Examiners, 2016).



Lawyers on the other hand provide guidance in the investigation process with particular focus on the rules of evidence. This advice normally comes in at the beginning or in the middle of an investigation and rarely at the end. This is to ensure that the process used in obtaining evidence will not make the evidence inadmissible or the actual evidence its self inadmissible (Association for Certified Fraud Examiners, 2016).

What is the importance of privacy in forensic investigations and, which measures could be taken to achieve this?

3. Privacy is very important as it could lead to evidence being destroyed. If information starts leaking from the forensic team about what they have so far and who they are on to, such an individual/s may take protective measures and destroy all incriminating evidence (Association for Certified Fraud Examiners, 2016).



If adverse information is leaked about a company that is the subject of an investigation the value of its stock on the stock exchange may fall significantly.  The foregoing may happen and yet that information may be unfounded or unsubstantiated with a conviction in court (Association for Certified Fraud Examiners, 2016).



One of the measures that can be taken and in fact must be taken is that all the various members that make up the forensic team must sign a confidentiality agreement (Association for Certified Fraud Examiners, 2016).



The second measure is to ensure that until the case comes up for trial few if possible no single team member must have access to all the evidence in its entirety. The evidence must be split up with different team members responsible for a different aspect/ component of the evidence (Association for Certified Fraud Examiners, 2016).



Another measure that can be taken is to choose a location or warehouse away from the premises of the subject company. Where this is not done access combinations to the investigations team workspace must be reconfigured so that only them can access the work space and not employees of the company that has requested the investigation (All Business, 2018).



Ensuring that all phones and other devices are left at a central place and not be allowed in the working area is another measure that can be implemented. The computers used by the team can also be locked or disabled in regards to USB flash drives or other external devices that can be used to download material/ content from the computers (Association for Certified Fraud Examiners, 2016). 
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