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Q.1: Short questions 
I. What is fraud?
According to The Association of Certified Fraud Examiners (as cited in Silverstone and Sheetz, 2007, p. 3), 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.’ Rufus, Miller and Hahn (2015, p. 158) further define fraud as ‘unlawful taking of another’s property by deception’.
Generally, fraud can be divided into three main groups such as corruption, asset misappropriation and financial statement fraud; however, all types of fraud involve four elements that define the act as fraud. Firstly, the central element of fraud is a material false statement. Secondly, the false statement is made with the full knowledge that the statement is false and with a clear intention to deceive the victim of fraud. Another aspect of fraud is reliance. Central to any fraud is that the victim relies on the false statement that finally leads into damages resulting from the reliance on the false statement (Golden, Skalak and Clayton, 2006, p. 2). 
Fraud is also defined by the underlining factors that lead person into undertaking fraudulent activity. Donald Cressey founded a fraud theory that concludes that fraud is a result of three factors – pressure, opportunity and rationalization (Rufus, Miller and Hahn, 2015). Pressure to commit fraud can have many different forms such as financial pressure, work related pressure, pressure to maintain or gain status. Pressure essentially presents the motive for a fraud. Pressure alone, however, is not sufficient. An individual has to have an opportunity to commit a fraud. Essentially, people who commit fraud have all the skills required to commit fraud and they are in a position of trust within the organisation, which allows them to violate that trust and use their skills to commit a fraud. An example of such a situation would be an accountant who works for a company for many years, but despite his years with the company he feels undervalued and underpaid. Essentially, this person would probably be seen as a trusted employee. However, the same individual has all the skills and knowledge required to commit a financial fraud. It could be assumed that this individual fully understands his job and equally is aware of the loopholes and flaws in the system, and how to use them for personal enrichment – fraud.  Last part of the fraud triangle is rationalization. Individuals who commit fraud or have an intention to commit fraud do rationalize their actions. Rationalization is a necessary part of the fraud cycle as it allows the individual to justify his or her actions (Rufus, Miller and Hahn, 2015, p. 15-16). 
II. What skills are most important to the successful practice of forensic accounting? 
Based on the survey undertaken by Davis, Farrell and Ogilby (2009, as cited in Rufus, Miller and Hahn, 2015, p.22) there are three main skills that are essential for any forensic accountant. 
The first main skill of a forensic accountant is the ability to think critically. Forensic accountant has to be able to investigate complex situations, identify reliable information and consider evidence in an unbiased manner. Apart of good investigative skills and knowledge of various investigative techniques, forensic accountant has to remain sceptical and open-minded to the information that are presented to him, but also to a new evidence that might arise during the investigation. 
Reasoning is a second dominant skill that is closely associated with critical thinking. Often, forensic accountant has to investigate cases with minimal information. Forensic accountant has to be able to identify hidden behaviours, analyse data, understand underlying patterns and draw a valid conclusions that are tied to the truth. 
And finally, forensic accountant has to have good communication skills. Strong communication skills are important in the case of interviewing witnesses or suspects. Forensic accountant needs to be able to get the information he needs. Oral and written communication is also crucial in the presentation of findings of investigation, in the interpretation of facts that need to be tailored to various audiences ranging from clients to judges. 
III. What qualities of mind/ and or body should a forensic accountant possess?  
Forensics accountants should be intelligent, down to earth and knowledgeable. They should have strong attention to detail in order to detect even slight irregularities in the analysed data. Secondly, forensic accountants should not only be rational, but also intuitive. Strong intuitive feel allows good forensic accountant to sense red flags and inconsistencies that should be inspected closer. Forensic accountant should have strong interpersonal skills and should be able to relate to people and gain trust, as this could prove crucial in the process of gathering evidence during the interviewing. Forensic accountants should also have a good knowledge of human behaviour and should be able to read body language. Forensic accountants can often be met with hostile attitude of people they investigate or people they deal with during the investigation; therefore they should also be very resilient and confident. And finally, forensic accountants should be creative and able to ‘think outside the box’ in order to overcome often dead end situations (Rufus, Miller and Hahn, 2015). 
IV. Outline the basic steps involved in fraud investigation.
The first step in fraud investigation is screening of the engagement and accepting the investigation. Any engagement has to be carefully evaluated for a potential risk such as conflict of interest. Investigation has to be objective and independent. For example, it would not be objective to undertake an investigation of a client where there has been a prior related engagement such as audit. 
Due to diversity of fraud investigation, investigators have to consider their own skills and competencies. For example, investigator who is skilled in investigating insurance fraud would not be necessary skilled in investigating large corporate fraud. Investigators also have to consider the scope and scale of the investigation, and access whether they have the required resources. Solvability is another important factor to consider prior to accepting the investigation. Investigators have to evaluate the quality of data, accessibility of witnesses etc. and determine, based on these factors, whether the case can be solved. Investigators also have to consider who is the actual client and what is his moral standing in the case, and avoid clients with reputations for unethical practices as this can result in some cases in the harm of the investigator’s reputation. And finally investigators should consider the compensation for their services. 

Another step in the investigation is planning. Investigators have to set the objectives of the investigation - to identify what type of fraud has been committed, who committed the fraud, what is the financial loss involved, what is the evidence and what are the recommendations for future fraud prevention. Investigators also have to prepare financial plan in order to estimate the amount of resources needed to undertake the investigation. They also need to prepare personnel plan and assemble investigative team. 

Next step in the investigation is gathering of the evidence. All evidence gathered during the investigation has to be valid, relevant, conclusive and sufficient in order to prove the fraud. Evidence gathered during the investigation process can be challenged during the court proceeding; therefore all care has to be taken to ensure that data, witness reports, surveys etc. collected during the investigation can be used in the court as admissible evidence. 

Final step in the investigation process is reporting. Report addressing initial objectives has to be prepared for the client explaining how was the fraud conducted, by whom it was conducted, what is the loss present and what are the recommendations. Investigation often leads into court proceeding, where all evidence has to be presented and sometimes the investigations team might also be called to explain the evidence. 

(Diploma in Forensic Accounting, 2016; Rufus, Miller and Hahn, 2015)

V. How would you distinguish forensic accounting, fraud auditing, and investigative auditing from financial auditing?  
Forensic accounting, fraud auditing and investigative auditing are processes that are mainly investigative in nature while financial auditing is a process of evaluating compliance of financial information with regulatory standards. 
Financial auditors are those professionals that perform financial audit and their main objective is to provide the client with ‘reasonable assurance that a material misstatement to financial statements has not occurred, regardless of reason (Accounting, Financial & Tax, 2012).’ The main objective of financial audit is to provide overall opinion on financial reporting, not to investigate fraud. 
In contrast, the objective of forensic accounting, fraud auditing and investigative auditing is to detect and/or investigate fraud. Investigative auditing/fraud auditing is a type of audits that take place as a result of a report of an unusual activity or suspicion of fraud. Fraud auditing could be classified as a part of forensic accounting that deals with criminal activities restricted to fraud (Diploma in Forensic Accounting, 2016). This type of audit is usually focused on a specific department, individual etc. (California State University, 2016). Fraud auditors must usually have the same knowledge as financial auditors; however, they also need to be experts in detecting fraud in financial statements and transactions. They also need to, for example, be able to gather evidence, interview witnesses and be able to testify in court.
Forensic accounting is, similarly as fraud auditing, an investigative process. However, forensic accounting deals with a wider range of activities and different types of investigations. Apart of investigation of fraud related to financial reporting, forensic accountant can deal with matters such as insurance claim, valuations, family disputes etc. Further, unlike fraud auditing, forensic accounting is more subjective in nature, as forensic accounting investigation does not only look at financial statements, but looks beyond numbers. Forensic accounting is more complex process, as it not only focuses on the investigation of fraudulent activities, but it is also concerned with an underlying factors such as how the fraud was committed, by whom, what was the reason behind the initial fraud etc.
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Case study 
I. How the investigation for the above case should be started?
The investigation should be started by reviewing the case and by screening of the engagement. The second step, in case that the engagement has been accepted, would be talking to the client and discussing the objectives of the investigation and gathering initial information about the case. Once the objectives are set, the next step would be to plan the investigation process; estimate the amount of resourced needed and assemble the investigative team. 
II. Outline some documents, which you think can help disclose the administrator’s fraud activities. 
In order to disclose the administrator’s fraudulent mileage expenses, the forensic accountant should closely examine administrator’s work schedule and compare the schedule with the dates the expenses were incurred. For this purpose forensic accountant can examine documentation relating to travel and any other relevant expense reports. The forensic accountant should compare whether the expenses really relate to actual travel required by the job, and if the amount submitted as a mileage really reflects the distance travelled. The appropriateness of mileage can be verified, for example, by calculating distances using online maps etc.; and the dates and amounts submitted as mileage expense can be verified by looking into the credit card statements or relevant receipts. 
Similarly, expenses submitted for meals and entertainment on weekend that are not related to any work travel can be disclosed by analysing credit card statements and examining when and where the money were spent. If, for example, the administrator claim meal expense during his work related travel, but the credit card statement shows that the expense was inquired on the weekend, during which no travel was undertaken, that would clearly indicate fraudulent expense. If no credit card statement is available, forensic accountant should examine the receipt submitted with the expense and look for any red flags indicating fraudulent receipt. Further, forensic accountant can also compare the expenses claimed by the administrator with expenses from previous years and he should question any significant increase. 
In case of the credit card being used for repairs to the administrator’s car, the forensic accountant should look into credit card statement or receipt for the repair in order to find out where the repair was done. The next step would be visiting the garage and asking the relevant personnel for any records relating to the repair, which would show the type of car that had been repaired and/or the number plate of the car that had been repaired. This information could then be compared with the type of a car or number plate of the administrator’s own car.
III. If the forensic accountant is to be hired, how should he be chosen? 
The forensics accountant chosen to investigate this case should be able to examine and analyse various financial documents and records, and therefore he should have a good accounting knowledge and good investigative skills. Ideally, he should have also experience with investigation of travel and expense reimbursement fraud. As the investigation will require to interview witnesses and obtain evidence, he should also have a strong communication skills and knowledge of various investigative techniques. Apart of being a skilled communicator, he also should be rational, sceptical, well organised and methodical. 
IV. Should the administrator be interviewed? If so at which stage? 
[bookmark: _GoBack]The administrator should be interviewed as a last step in the investigation. The administrator should only be interviewed once all other relevant witnesses had been already interviewed and all possible evidence collected. This is to prevent the administrator from tampering with the evidence, from influencing witnesses and also it gives the forensic accountant time to collect sufficient amount of evidence before the administrator is interviewed, which can increase the likelihood of confession by the administrator.
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