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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. 
	Question 1

(i) Evidence in fraud can potentially come from a variety of sources, both financial and non-financial.  Although, the focus on fraud investigations tends to be mostly financial, it is important that auditors and investigators consider the possibility of valuable non-financial evidence.

Non-financial sources include interviews, document examination, handwriting analysis, and physiological aspects of the fraudster. The later refers to something the fraudster reveals in behaviors, physical expressions or communications that can be cues as to the veracity of the suspect’s statement about his or her involvement in the fraud in question. For example, guilty suspects may on occasions pretend to be angry, unlike innocent suspects who may be genuinely angry, and on occasions outraged, about being accused or suspected of a crime they are innocent.  


In many instances, non-financial evidence holds the key to unlocking the fraud puzzle, but very often auditors and investigators overlook it. 

(ii) A person’s gesture and facial expressions are indicators of his or her emotions. Typically, people think faster than they speak. Often before we have even said anything, our body will have given away an answer. 


During an investigation, paying attention to and recording body language is as important as listening to a person’s words. When a suspect is nervous or cagey to be completely honest, his words may not be enough for an investigator to piece together what really took place. 

There are non-verbal cues that experts say often can identify if a person is deceptive. One of them is something that give them time to think of an answer, for example shifting in their seat. This gives a suspect ample time to come up with an answer that may not be truthful.

Making note of the body language can help an investigator understand where deception may be occurring, and therefore know where to dig deeper for much needed evidence. However, body language cues are often inadmissible in court. 


(iii) Scientific Content Analysis (SCAN) is aimed at detecting deception. Ideally, fraudsters tend to deceive indirectly rather than tell blatant lies.

In order to avoid making damaging statements, deceitful people often use verbal trickery. For the tool therefore to be effective, an analyst needs unambiguous, truthful statement from the suspect. 

SCAN looks for a shift in pronouns and gaps in the narrative, which indicate deception. According to this technique, feigning ignorance, for example is often considered an attempt to conceal truthful facts. 

The technique ideally analysis the veracity of the witness account of what really took place and their role in the case in question. Experts are of the view that the technique is effective as a polygraph test.  However, both are investigative tools and are not legally admissible evidence.



(iv) People use language to communicate. Visual accessing cues refers to the language of the eyes and the principle related to it.  The eye exquisitely reveals in real time our true sentiments. 

When interviewees are asked a question that requires them to recall something, their eye movements betray whether the thought process is truthful or deceptive. 

These visual cues can be the key to unlocking the subject’s method of accessing information. For example, people move their eyes up when remembering pictures. 

Eye language can lead to reliable interpretations and results alongside best practices during interviews. The limitation however, of this technique is that eye movement cues and interpretations are only applicable to the right-handed people.


(v) In addition to body language, an investigator can assess other cues to determine whether a person is telling lies. These include:

Interpersonal interactions. Inconsistent gestures such as a person shaking his head and then saying yes could indicate subtle lies.

Emotional states. A deceitful person will usually avoid touching the person investigating him or her.

Verbal content. Paraphrasing a question after it has been asked is an indication of deception. Usually a suspect attempt to buy time to give an answer which could be untruthful. 

Finally, the other cue is using psychological frames. Often deceitful persons leave out details of what really took place, and infer to details related to delays and cancellations instead.  In addition, a suspect may substitute words to disassociate people or events in order to cover up their actions.

In closing, in as much as these cues could be an indicator to deception, they have weaknesses and thus are sometimes inadmissible in court.




      Question 2

The auditor’s concern is that financial statements of an entity be stated fairly in all material respects. Accordingly, the auditor’s responsibility is to design and implement audit procedures of sufficient scope and depth to detect material deficiencies, essentially without regard to the source or origin of the deficiency. 

Conversely, a fraud investigator’s concern is not with reaching a general opinion on financial statements, rather, it is at a much more granular level with the detailed development of factual information, derived from both documentary and testimonial evidence. In an investigation, all relevant evidence is sought and examined, thus sampling and materiality concepts are generally not used in determining the scope of the investigation process. Moreover, the scope of the investigation and evidence gathered must be capable of withstanding challenges that may be brought by adversely affected parties or regulators. 

Typically, auditors ask questions in the course of most audits, whether they are internal or external. However, there is a difference between asking questions during an audit and asking questions in a fraud investigation because of the above concerns.

A fraud investigation usually calls for different tools, techniques and thought processes, which cannot be obtained from a mere class room setting, but from the people who work with them. The approach may at times involve applying pressure or on occasions coercion on suspects to obtain evidence which they could be reluctant to reveal. Thus, when compared to an audit, an investigation at times sounds more of accusatory than an inquisitive approach.

One of the risks however associated with interviews during a fraud investigation is the possibility the investigator may not be trained or experienced in employing proper interview techniques or worse, unfamiliar with legal protocol of carrying out interviews. In the event of the latter, the case may not reach a desirable conclusion or even end in a counter lawsuit for some legal cause. 

In order to ask questions effectively in a fraud investigation therefore, one must employ best practices for interviewing techniques.

       Question 3

The greatest difference between conducting an interview in the case of financial crimes compared with other crimes, is the need for preparation. The best defense against the natural tendency to leave out questions is to make a general interview outline in advance.  By formulating a list of general questions, and planning the interview in advance, you are much more likely to cover everything you need and stay on track.
 
It is also imperative that instead of going on an endless fishing expedition for evidence to first understand the business, the industry the firm operates in and its normal flow of funds.

Thirdly, it is critical to understand the specific language that a financially sophisticated witness speaks as well as review the documents that a witness likely will testify about. This will provide an investigator with a broader picture of the operation, which may help to formalize a more specific tactical approach to the remainder of the investigation. Building knowledge as you go ideally will give you much needed ammunition as well as narrowing the focus of your questions, which will elicit much reliable evidence. 

Don’t be afraid to take documents or visual aids into the interview room. Allow your witness to take you step by step through the process of flow of funds. It is imperative that you understand the process, flow or procedure you are interviewing the witness about. 

Draw a flow chart of funds, transactions, or deposits. Visual aids can be an indispensable part of your brainstorming session. Having a strong grasp of the financial picture will be helpful to thoroughly question the witness. 

Do not be afraid to ask the witness to look at your flowchart or diagram. Have a witness tell exactly where you are mistaken, as well asking the witness to draw the chart of his own will be helpful. In this way, what once was blurred in your mind may become clear. 

Finally, be prepared to enlist help. Understanding financial jargon can be mind boggling, more so when one is not a financial guru. When faced with an unfamiliar scenario it will be Solomonic to seek assistance of an expert in that particular field to help in preparing pre-interview analysis.
Apart from obtaining best evidence, by closing the interview process in this rapport mode, you are likely to have much easier time if you do need to reinterview the witness.
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