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1. Give short answers to the following questions: (16)
i. What does an internal auditor do?
The internal auditor’s role is primarily to undertake internal audits which evaluate and improve the effectiveness of risk management, control, and governance processes. The internal auditor is required to act objectively and in keeping with industry standards. The precise role of the internal auditor may vary from business to business. Some may focus more on compliance processes, some on risk management (such as credit risk and/or operational risk) and others may focus more on corporate governance. All internal auditors are concerned with ensuring a business is actually meeting its operational objectives, in one form or another, for example, that the financial accounts are close to a fair reflection of the businesses financial position (note however this is also outsources to external auditors in larger businesses).
The precise duties of the internal auditor should be carefully considered before undertaking an investigation so that the knowledge, expertise and involvement in the business, prior to the investigation, can be established. 
ii. How do forensic accountants work with external auditors?
[bookmark: _GoBack]External auditors have often audited a company’s account more than once and will therefore have a detailed knowledge of the business. For example, they will be aware of the accounting processes, the accounting policies for write offs, depreciation, deferred income etc. They will also know the key risk areas of the business. In addition, often external auditors have a greater degree of knowledge of the industry of the business, particularly in highly specialised industries, such as mining, chemicals, pharmaceuticals etc.(or if they so not then this may be cause for concern in itself).
Forensic accountings should seek assistance from external auditors, who have a duty to act impartially above their duty to their client. They will also have working notes of their audit process which may provide crucial information on key risk areas and the manner in which they audit was undertaken. 
iii. What are the objectives of internal auditors in forensic investigations?
During a forensic investigation the internal auditor’s role is to aid and assist the investigation. Their main objectives are likely to be to work in cooperation with the management, to complete the annual audit plan within the scheduled time period, and, as far as possible, to shield the internal audit team from criticism. 
It may be that the internal auditors or the auditor process has failed to detect fraud, therefore, the forensic investigator should be cautious of the fact that they may feel embarrassed or are looking for self-preservation by deflecting any blame. 
iv. What is the role of forensic accounting investigators when working in a forensic team?
The forensic accounting investigator is engaged by and answerable to the company, and in many instances the audit committee. The audit committee is likely to be ultimately responsible for the investigation, and will make the decisions as to how it is conducted, any remedial action or punitive steps. The investigator must however act with objectiveness in their investigator and make any recommendations, no matter how unpalatable they may be to the company. They must also give reasons for their recommendations so that the audit committee (and those other parties advising the audit committee) is well informed. 
The investigator should also be mindful that the findings of their report, the manner in which the report was produced and any evidence they encounter in producing the report may be the subject to scrutiny at a later date (for example, if a civil or criminal claim is instigated). They must therefore liaise with and  work closely with others in the team, such as legal counsel, the external auditors and other stakeholders with an interest in the investigation.
2. How do forensic accounting investigators work with lawyers? (7)
The way in which a forensic accounting investigator works with lawyers very much depends on the manner in which they are instructed and by whom they are instructed. They may be instructed by a company or by the lawyers of a company when an internal investigation is required, for example, where a company uncovers or is given a tip-off of fraud or some other kind of wrongdoing; or, where an individual or company is under investigation or is required to assist in an investigation of suspected wrongdoing. 
In both circumstances, the  forensic accounting investigator may be undertaking the investigation, in which case they will be instructed by the company/its lawyers or the investigative body (usually with internal lawyers) such as the SEC, the FCA, the SFO, the NCA etc. 
If a company is the subject, of an investigation however it may engage lawyers to defend its position, in which case it may engage a forensic accounting investigator to counter arguments and undermine the opinion of another investigator. The same applies where an individual is being investigator and has independent lawyers of their own. They may too wish to instruct their own forensic accountant.
Further, an audit committee or members of a board may seek their own independent advice from lawyers, whom may wish to instruct their own forensic accounting investigator.
In all the above scenarios careful consideration should always be applied to who is the instructing party, whose interests does the investigator represent and what steps need to be taken to ensure legal privilege is maintained. 
While the lawyers are ultimately responsible for leading a successful investigation, the forensic accountant plays a key role and will often provide the following specialist expertise which the lawyers may not have:
a) Skills in planning and conducting a financial crime investigation. 
b) Expertise in accounting, in regulatory auditing, in internal controls, and in financial analysis. 
c) Interviewing skills including both fact-finding interviews with witnesses and admission-seeking  with suspects. 
d) Expertise in data mining and data analysis of the company’s books, records and electronic data such as e-mails.
e) Ability to review and analyse accounting transactions and their compliance with financial rules.
f)  Ability to gather both financial and non-financial information that is public. 
g) Expertise in forensic imaging, information technology, e-mail search tools, etc. 
h) Preparation of the sections of draft and final reports pertaining to accounting, reporting, and financial information and assisting the counsel during report preparation. 
i) Coordinating with internal and external auditors as well as the audit committee. 
j) Reviewing and critically analysing financial statements, accounting reports, and advice provided by other experts and specialists.

3. What is the importance of privacy in forensic investigations? And, which measures could be taken to achieve this? (7)
Forensic investigations are likely to be conducted at a time of great sensitivity for a company who may have uncovered or suspect wrongdoing. Even the suspicion and the fact that an investigation is taking place may of itself be highly private and sensitive information. It may damage the company’s reputation  and therefore its relationship with suppliers, customers, shareholders, regulatory bodies, insurers etc. It may also de-value the company and in the case of a public company may have an adverse effect on its share price. 
In certain circumstances however a company may need to make certain disclosures. For example, a law firm must report misconduct by its lawyers, particularly in cases of dishonesty, to their regulatory body. Public companies are required to disclose material facts to their securities exchange. This would include material overstatement of assets or understatement of liabilities which may create a false impression of a company’s financial position. Having said this, the company will want to control the manner in which news is disclosed.
In order to reduce the risk of a leak the team should be kept to an absolute minimum. Only those who need to know or whose knowledge is specifically required should be involved. Further, as far as possible, external people, particularly lawyers, should be used as they can be more easily bound by obligations of confidentiality. Employees of a company are less controllable as they may leak information, and can receive protection for certain disclosures (for example, under the Protected Disclosures Act 2014) if the disclosure is in the public interest.
Further, if a suspected fraud is ongoing and the fraudster is still within the organisation they investigation may need to be kept confidential from the majority of the company, other than the investigatory team. In these circumstances confidentiality is crucial, and specific steps can be taken to ensure that the investigation is kept this way. The investigators will for example want to spend as little time on site as possible, but will need access to accounts and other data. Software can however be used to clone a company’s servers and accounting systems so that investigatory work can be undertaken off-site. In addition, other work which needs to be undertaken on-site can be done over the weekend on overnight. 
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