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A commonly used definition for internal audit is: ‘An independent, objective assurance and consulting activity designed to add value and improve an organisation’s operations.
According to the Institute of Internal Auditors (IIA):

“Internal auditing is an independent, objective assurance, and consulting activity designed to add value and improve an organization’s operations. It helps an organization accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance processes.”

The duties of an internal auditor depends on the company, the particular role of an internal auditor, and what they are auditing, but at a very high level you can expect an internal auditor to:

· to provide advice to management on governance risks and controls, for example, the controls that will be needed when undertaking new business ventures.

· to provide an independent assurance service to the board, audit committee and management, focusing on reviewing the effectiveness of the governance, risk management and control processes that management has put into place.
· Objectively assess a company’s IT and/or business processes

· Assess the company’s risks and the efficacy of its risk management efforts
· Ensure that the organization is complying with relevant laws and statutes
· Evaluate internal control and make recommendations on how to improve

· Identifying shortfalls or gaps in processes
· Promote ethics and help identify improper conduct
· Assure safeguards
· Investigate fraud
· Communicate the findings and recommendations
· Provide an opinion (Unqualified, qualified, adverse, or disclaimer) 

· the internal auditor is very well positioned to obtain background information on people, systems, and processes. Past audits may provide understanding. The auditor is also a valuable team member in gathering data or helping as an adviser to the forensic investigators on problems of approach, particular issues that come to light, and possible follow-up activities.
Forensic accounting investigators can make important assistances to a financial crime investigation, provided that they can work efficiently with the company’s internal and external auditors, as well as with other elements involved in resolving accusations or doubts of fraud.

Forensic accounting investigators work in a highly stimulating atmosphere and often present their findings in forums ranging from the meeting room and the courtroom to trials before government agencies.

The external auditors of a company are usually assigned to carry out an audit under generally accepted auditing standards, and the main concentration of those external auditors is on auditing the financial statements according to professional standards. How well forensic accounting investigators work together with external auditors characteristically depends on numerous factors, including the following.
· The external auditor may be a trusted adviser or may have a tense relationship with the company due to previous events. Because the forensic accounting investigator is often placed between the company and its external auditor during an investigation, understanding their existing relationship is likely to be dangerous to successful communication during an investigation.

· The forensic accounting team will use the auditor’s working papers and audit staff to assist in gaining an understanding of the client’s systems, culture, and staffs, as well as other important data. Gaining access to information enclosed in the working papers of the external auditors may require official access letters, the terms of which should be cautiously measured by counsel. Also, the process of obtaining access letters may often take time away from getting the investigation started quickly.

· Since external auditors likely know the company better than a newly employed team of attorneys and forensic accounting investigators, designated in part because of their limited former experience with the company, they may be very useful sources of information. The audit firm’s knowledge about a company’s areas of risk, documentation, business processes, systems, and staffs can help the investigative team to start quickly.
· The external auditor may have numerous concerns, including whether the investigation team will conduct an investigation of satisfactory scope, whether the situation suggests recalling forensic accountants from the auditors’ firm, whether forensic accountants should be added to the audit team, and even whether the investigation will question the quality of past audits.
Forensic accounting investigators’ objectives are determined by the range of work and the desire to meet the objectives of whoever engaged their services. Forensic accounting investigators should always keep in mind that they are mainly fact finders and not typically employed to reach or provide conclusions or opinions. This differs from the financial auditor’s role. The financial auditor is presented with the books and records to be checked and determines the nature, level, and timing of audit procedures.

The financial statements are management’s concern, and an auditor confirms they have been prepared according to generally accepted accounting principles after finalizing these procedures and evaluating the results. The forensic accounting investigator commands a different set of skills and works at the direction of an employer that may be management, the audit committee, counsel, or the auditing firm itself.

The selection of audit procedures is critical and an important part of the audit team’s responsibilities. When auditors choose to register the services of subject matter experts such as forensic accounting investigators they expect the investigators to offer suggestions on suitable procedures to be performed as well as related risks, costs and expected results. The investigators should be careful not to perform such measures unless specially asked to do so by the audit team (or whoever is directing the investigators). This approach can lead to frustration on the part of the investigators if, during an investigation, forensic accounting investigators are ordered to stop.

Should that situation occur, it may be completely appropriate to discuss their anxieties with the audit team? But keep in mind that the audit team is normally more well-informed about the client’s business as well as other audit procedures that may lessen the forensic investigator’s concerns. But the forensic accounting investigators should take direction from those who appoint them, like auditors, counsel or directors.

Forensic accounting is a branch of traditional accounting, still linked to analysing taxes and auditing, but it’s a hugely important part of fighting crime and assisting the law to combat fraud and a number of other financial conflicts. Fraud generally can range in its impact, from individuals not paying the tax they are due to pay, to falsely claiming government privileges.

With fraud costing countries millions with a figure that is only growing, it’s never been so significant to have forensic accountants working to catch out those committing fraud and falsely taking away money that’s owed to the government, individuals, or businesses. The problem is only increasing with the rise of cyber-attacks, and it has been determined that the longer a fraudulent crime lasts, the more severe the financial loss caused. Essentially, no matter where we are in the world, fraud has damaging effects on society, which is why forensic accountants are ever more valuable and in demand in order to help prevent these crimes.

The primary role of a forensic accountant is to assist in preparing financial evidence and analysis for court against criminal activity. Firstly, there’s an element of investigation, and another element of providing review and consultancy in court. The job is generally varied, working on a case by case basis, and forensic accountants generally work in teams to get a job done, often dealing with lawyers, law enforcement agencies, insurance companies, government organisations, financial institutions, and other accountants to get the best analysis for a case.

If you’re interested in getting into this specific line of work and helping to solve fraudulent financial crimes, it’s a good idea to first get into auditing in order to learn more about how numbers work and how they can be distributed between accounts – this, as a result, can help you to understand and be aware of those people who may be using their accounts fraudulently. Most forensic accounting roles require at least two to three years of accounting experience.
Forensic accounting investigators should always keep in mind that they are mainly fact finders and not typically employed to reach or provide conclusions or opinions. This differs from the financial auditor’s role. The financial auditor is presented with the books and records to be checked and determines the nature, level, and timing of audit procedures.
The forensic accountants should not expect to take part in all activities typical of financial crime investigations. For instance, the legal team may or may not see a need to include the forensic accountants in all interviews, instead asking them to attend only those interviews in which the legal team assumes accounting issues to surface. In most investigations in which counsel is involved, they are responsible for the conduct of the investigations and will allocate and distribute resources accordingly.
2.
Dave Loxton, joint head of the Forensics department at ENSafrica, explains why corporates should be hiring forensic attorneys to lead their investigations and why SA is behind in this trend.
There has been extensive debate in South Africa regarding who is better to conduct forensic investigations, lawyers or accountants. There are a number of compelling reasons why the forensic lawyers should lead forensic investigations, including:

· lawyers ensure and maintain professional privilege;

· lawyers are specialists at gathering evidence;

· Lawyers can protect their clients from the  negative impact of discovery

· privilege gives corporate the right not to disclose the forensic report to   regulator; and

· Forensic lawyers are loss recovery experts.
In terms of international best practice, most forensic investigations in the USA and Europe are conducted by lawyers, not accountants. To ensure that a forensic investigations are conducted under the direction of a law firm. Here are the reasons:   

Lawyers lead forensic investigations to ensure and maintain privilege
When heading up a forensic investigation, the law firms receive the instructions, and the lawyers then focus the investigation on what is required at the relevant tribunal, be it a civil court, criminal court or a disciplinary hearing. Where necessary the lawyers will engage the services of forensic accountants. This model is more beneficial to the client than an accountant-led investigation because the fruit of the investigation attracts legal privilege, and the Frank scenario detailed above could simply not happen as the forensic investigation would be protected by legal professional privilege.

Often, in SA, when a client suspects fraud or corruption, he will turn to his auditing firm for assistance. Each of the large accounting firms has a forensic accounting division. Once instructed, the forensic accountants gather evidence, which is then set out in some detail in a report, which almost always, concludes with the recommendation that the client should seek legal advice. Even though accountants are generally very adept at gathering facts, in the ENSafrica Forensics teams’ experience they often gather facts that are simply not necessary for the matter at hand. As such, the client will end up paying for facts set out in a forensic report that legal counsel very often ignores. Even worse, legal counsel will often advise the client that the forensic report needs to be re-worked before being presented to court.

If Frank’s forensic investigation was headed up by a law firm, and the accountants reported into the law firm and acted on the law firms’ instructions, it could be argued that the report was subject to legal professional privilege. As such, Anton Piller or not, the report could not have been seized.

Lawyers are specialists at gathering evidence
Another big benefit for clients in engaging an attorney in a forensic investigation is that the attorney gets to choose his witnesses, as well as to instruct the accountant as to what evidence should be presented at the relevant tribunal. It is not often in litigation that one gets to choose the witness who will testify on a critical issue. If an attorney is instructed from the beginning of a forensic investigation, he can choose which forensic accountants will be best placed to testify in subsequent proceedings, and he can ensure that the accountants are in a position to do so.

The impact of discovery
Another issue which can be critical to a client’s case is the issue of discoverability. In many investigations it is simply not in a client’s best interests to have a written report. Whilst legal professional privilege can generally be claimed, there will often be skirmishes about the claimed privilege. As such, feedback to the client will often be given at a specially convened board meeting, convened specifically to receive legal advice on potential litigation and the outcomes of the investigation. It should be made clear that in subsequent proceedings therefore, there are no documents, reports or minutes to be discovered. Furthermore, the client can claim that the issue is subject to legal professional privilege as the meeting was specifically convened for the purpose of obtaining legal advice for litigation. However, if the client is in possession of a report from a forensic accounting team, then it will most likely end up as part of discovery.

Privilege gives you the right to not disclose the report to a regulator
This assumes immense importance where potential anti-corruption compliance breaches have been investigated and a regulator, seeking to impose multi-million dollar penalties in respect of the breach, requests to see the report.  Without privilege, the regulator will demand the forensic report. Another issue inherent in such reports is the often insensitive use of corruption terminology by non-lawyers or investigators which can land the company in unmerited hot water. An example of this would be where an improper payment is incorrectly labelled as a “bribe”, or an allegation referred to as a “fact”.
In the past year or so, more and more multi-nationals are instructing attorneys in forensic investigations (as opposed to accountants). These multi-nationals are aware of the need to engage with accountants in many instances, but they are looking to attorneys to engage the right team on their behalf, and this team may not include forensic accountants. Also, when a multi-million rand deal takes place, multi-nationals are looking more and more to law firms for proper forensic due diligence to ensure compliance with corruption laws.

Forensic lawyers are loss recovery experts
Another critical aspect from a client’s point of view is that of recovery of assets and / or losses. When attorneys are engaged to do the investigation from inception, they can focus on the recovery aspect from the beginning of the investigation, which is obviously in the client’s best interest.

Conclusion
In conclusion, forensic investigation best practice would be to engage the services of forensic accountants under the umbrella of legal counsel. Recognising the value of skilled forensic accountants (attorneys regularly engage accounting professionals to analyse complex financial data), what is most important is that the forensic accountants have the ability to persuasively communicate their results to a tribunal. This requires direction from an attorney, and as already mentioned, attorneys also ensure legal privilege and ensure that a company’s recovery of assets / loses is a focus of the investigation from inception.
We live in a new world that deals with the issues of financial collapses, economic downturns, growing occurrences of fraud, a litigious society and an expectation of quick results from peers, clients – and even friends and family. Attorneys have benefited from the business that this new world has generated, as well as the increase in government and regulatory scrutiny.

Attorneys know that there is a value proposition to be presented to a client when working in tandem with a forensic accountant. Together, the attorney and forensic accountant can coordinate research needs and interpret the details uncovered. The combination of attorney and forensic accountant will help analyze complicated financial data, and will persuasively and effectively communicate results with a high degree of credibility. A maximum amount of team work is necessary for the just and proper results for the client whether it is in the advisory area, in a pre-litigation or a litigation scenario. Litigation often involves multiple, complex accounting and legal issues that overlap and intertwine. So, in this overly convoluted world, a client can maximize benefits, and minimize downsides, by retaining both an attorney and forensic accountant.

Working together, attorneys and forensic accountants can bring about optimal solutions. Clients that work with one and exclude the other are putting themselves at risk, and subject themselves to possible breakdowns. So, when do the attorneys and the forensic accountants best work together? According to the AICPA (American Institute of Certified Public Accountants) and the ABA (American Bar Association), the areas of specialty where it is considered to be wise, sound and necessary to work together include financial statement representation, economic damages calculations, valuations, bankruptcy/insolvency/reorganization, fraud prevention/detection/response, family law and computer forensic analysis. It seems that all these specialties embrace the business that is generated from the new world we live in.
The attorney and the forensic accountant should both get involved at the First, and foremost, early stage to work together. The earlier they start working together, the more streamlined the process can be, both in terms of time and money. This is extremely important in this combination of professions, and the good job done by both, will be reflected in the bill and outcome for the client. Second, they must communicate constantly, effectively and clearly. In sum, although both the attorney and the forensic accountant can operate under their own independent roles, it works much better when they both agree that the cause for the client is a common cause.
3.
A potentially material overstatement of asset values or understatement of obligations is often the focus of inquiry, and there may be an immediate need to inform shareholders and marketplaces that formerly released financial statements may be not reliable. The level of the problem should be identified and corrective action taken. In that situation, lots of concerns often spin around the company:

In such investigations, privacy is usually very important. Leaks of information to the press or competitors may be predominantly damaging. If the investigation is to be successful in revealing the facts, the number of people within the company who are aware of daily developments should be properly restricted to avoid such leaks. The company may, however, willingly disclose information to supervisors during such investigations.
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