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STANDARD PRACTICES FOR
INVESTIGATIVE AND
FORENSIC ACCOUNTING ENGAGEMENTS

In November 2006, the Canadian Institute of Chartered Accountants issued a set
of standards pertaining to the practice of forensic accounting in Canada. This
newsletter will highlight some of the standards contained therein. However, any
Chartered Accountant engaged to provide a report in connection with a forensic
engagement is advised to read the standards in their entirety.

Background

As the need for specialized accounting
assistance in connection with litigation
matters escalated during the 1980’s
and into the 1990’s, Chartered Ac-
countants were called upon to provide
this expertise.

During the 1990°s many of these CAs
formed an alliance to assist each other
with the exchange of information and
knowledge.

By 1998, The Canadian Institute of
Chartered Accountants (CICA) estab-
lished the Alliance for Excellence in
Investigative and Forensic Accounting
(IFA Alliance) to implement a special-
ist certification program for Chartered
Accountants practicing in investigative
and forensic accounting (CA<IFA).

The primary purpose of these Standard
(Continued on page 2)

The Standards

The standards are codified into seven
sections:

100 Introduction, definition &
applicability of IFA

200 Engagement acceptance

300 Planning & scope of work

400 Information collection & analysis

500 File documentation

600 Reporting

700 Expert testimony

Standard 100.02 establishes the scope
of the standards which extend to all
CAs and not only those that have qual-
ified as IFAs.

100.02 These are the minimum standard
practices that should be met by all
chartered accountants conducting IFA
engagements (collectively referred to
in this document as “IFA practition-
ers”).

(Continued on page 2)
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Practices is to protect the public by ensuring con-
sistency with a minimum standard of practice to be
met by all Chartered Accountants in the performance
of IFA engagements.

These Standard Practices are not pronouncements of
the CICA’s Auditing and Assurance Standards Board
or the Accounting Standards Board which are pub-
lished in the CICA Handbook. They will be upheld
through the Rules of Professional Conduct of the Pro-
vincial Institutes/Ordre of Chartered Accountants.

As these standards become better known in the litiga-
tion community, CAs providing IFA related services
are being held to these standards and challenged as to
their adherence to these standards.

The Standards

(Continued from page 1)

The difference between standards and procedures are
addressed in 100.05:

100.05 IFA standard practices are different from IFA
engagement procedures. Standard practices relate to
the IFA practitioner’s professional skills, the perfor-
mance of his or her engagement, and the preparation of
his or her report. IFA procedures are the specific acts
or steps performed by the practitioner to attain his or
her objectives in the particular engagement.

An IFA engagement is defined in 100.08 and the ap-
plicability of the standards in 100.17:

100.08 “Investigative and forensic accounting engage-
ments” are those that:

(a) require the application of professional accounting
skills, investigative skills, and an investigative
mindset; and

(b) involve disputes or anticipated disputes, or where
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there are risks, concerns or allegations of fraud or
other illegal or unethical conduct.

100.17 These IFA standard practices should be applied
to all IFA engagements, and to work performed by
all individuals on such engagements.

200. ENGAGEMENT ACCEPTANCE

This section of the standards deals with the determi-
nation of the parameters of the engagement, includ-
ing their role, the purpose(s) and general scope of
the work to be performed, the nature of any report,
and, where applicable, the terms and conditions for
the IFA engagement.

As is the case in all professional engagements, it is
always best to have these engagement arrangements
and the client’s expectations as well as the agreed
upon deliverables documented in writing, whether
it be in a formal engagement letter or a less formal
memorandum.

300. PLANNING & SCOPE OF WORK

This section outlines the procedures to follow in the
planning of the engagement, including the hypothe-
ses, if any, to be considered as well as the approach
to seeking and gathering the necessary information
upon which the IFA practitioner will rely upon in
the performance of their engagement.

This section also addresses the use of assistants as
well as the use of other experts.

400. INFORMATION COLLECTION
& ANALYSIS

400.01 IFA practitioners should use an investigative
mindset in the identification, pursuit, analysis and
evaluation of information relevant to each IFA en-
gagement, contemplating that it may be biased, false,
unreliable and/or incomplete.

(Continued on page 3)

MANAGING THE RISK OF FRAUD has been prepared for the general information of our clients, staff and other interested parties. The enclosed com-
ments are of a general nature and are not intended to cover all aspects of the subject matter. Prior to implementing any planning based upon information in
this publication, the specific facts pertaining to any particular situation should be carefully considered. We will be pleased to assist in this regard and to pro-

vide further details pertaining to the matters discussed herein.
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An investigative mindset is defined in the standards as
follows:

100.11 An “investigative mindset” requires a sceptical
attitude in the identification, pursuit, analysis and evalu-
ation of information relevant to each engagement, con-
templating that it may be biased, false and/or incom-
plete. This is applicable in identifying and assessing
relevant issues, assessing the plausibility of the underly-
ing assumptions, assessing substance over form, and
developing hypotheses for the purpose of addressing the
issues under investigation.

Professional scepticism is not defined in the standards
but is defined in section 5135 of the CICA Handbook
as follows:

5135.023 ... Professional scepticism is an attitude that
includes a questioning mind and a critical assessment of
audit evidence. Professional scepticism requires an on-
going questioning of whether the information and audit
evidence obtained suggests that a material misstatement
due to fraud may exist.

The importance of this standard can not be understat-
ed. It is not acceptable to identify assumptions relied
upon in the IFA practitioner’s report unless these as-
sumptions have been evaluated objectively by the IFA
practitioner and been determined to be relevant, rea-
sonable, unbiased, reliable and as complete as is real-
istically and reasonably possible.

All of this will necessarily depend upon the use of
professional judgement, a concept which is referred to
several times in the standards.

Where assumptions are to be relied upon, the stand-
ards provide guidance to the IFA:

400.10 IFA practitioners should evaluate the reasonable-
ness and consistency of all estimates and assumptions
having regard to the IFA practitioners’ competence,
expertise and other available relevant information.

Two of the more important paragraphs in the standard
are contained in this section:

400.04 IFA practitioners should consider the relevance of
all information that arises during the course of an IFA
engagement.
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400.05 IFA practitioners should identify, analyze, assess
and compare all relevant information, assess substance
over form, and develop and test, as needed, hypotheses
for the purpose of evaluating the issues in the IFA en-
gagement.

These two paragraphs outline the requirement that the
IFA practitioner approach the engagement without
restrictions in the scope of the work or information
they are to consider.

However, certain engagements might be of such a
magnitude that more than one IFA practitioner may be
engaged to address different aspects of the file, such
as one who would be engaged to investigate fraudu-
lent activity on the part of management and another to
participate in the capture and analysis of electronic
data to be used in the quantification of losses and
damages resulting from fraudulent activities.

This section continues to emphasize the importance of
considering all relevant information with the follow-
ing two paragraphs.

400.12 IFA practitioners should review all information
received during an IFA engagement, and consider its
relevance, reliability, reasonableness, completeness and
consistency with other known engagement information.

400.13 IFA practitioners should consider and address rea-
sonable alternative theories, approaches and methodolo-
gies that may be relevant to their work.

500. FILE DOCUMENTATION

Consistent with all professional engagements by CAs,
is the need to carefully and accurately document the
work performed. A listing of items to be included are
identified in 500.01 but this list is certainly not ex-
haustive and will be subject to modification depend-
ing upon the nature of the IFA engagement.

500.01 IFA practitioners’ working papers should contain
or have a reference to all information used and relied
upon in carrying out an IFA engagement, including the
following documents or summaries thereof which would
usually be retained on file:

(Continued on page 4)
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(a) research;
(b) accounting, banking and other business records, and
agreements;
(c) pleadings, criminal or regulatory charges, and other
legal claims;
(d) affidavits and discovery transcripts;
(e) engagement letters and other correspondence;
() reports issued,;
(g) schedules and calculations, including all necessary
explanations;
(h) notes and other recordings of interviews, meetings
and discussions;
(i) documentation of key issues considered and key as-
sumptions made;
(j) the approach(es) taken and specific techniques used,;
(k) a record of the nature, extent and timing of proce-
dures performed and the results of such procedures;
(1) a record of the identities of the individual(s) perform-
ing the IFA engagement and a record that the work
performed by assistants was supervised and reviewed;
and
(m) where the work of others is relied upon, their find-
ings and conclusions.

The importance of the file documentation and reten-
tion of everything that has been collected, received
and reviewed is extremely important to be able to re-
spond to questions which may arise regarding the ad-
herence by the IFA practitioner to the standards.

600. REPORTING

The adherence to reporting standards will be evident
from a review of the IFA practitioner’s report. Defi-
ciencies, omissions or other failures to adhere to the
standards may negatively impact upon the reliance to
be placed on the report by the intended users.

600.08 All reports should include the following infor-
mation:

(a) the name(s) and professional designation(s) of the
IFA practitioners and/or the firm responsible for the
report;

(b) who retained the IFA practitioner(s) and to whom the
report is directed;

(c) the date of the report;
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(d) the effective date for the findings and conclusions, if
different from the date of the report;

(e) the objectives and circumstances of the IFA engage-
ment and the purpose for which the report is being pre-
pared;

() identification of the documents and sources of infor-
mation relied upon to prepare the report;

(9) the extent of reliance on the work of others;

(h) the techniques and procedures performed when prepar-
ing the report, including a description of the approach
(es) and rationale for selecting such approach(es);

(i) any underlying assumptions and the reasons for relying
on such assumptions;

(j) the definition(s) of any technical terms and interpreta-
tions used in the report;

(k) the findings and conclusions reached and any support-
ing analyses and charts;

() sufficient information to enable the user to relate the
findings and conclusions to the supporting analyses,
information and documents;

(m) any restrictions on the use of the report; and

(n) any scope or other limitations affecting the findings

and conclusions.

This section goes on to add additional disclosures
where the IFA practitioner is expected to be subject to
an examination on the report:

600.09 Where the independence of the IFA practitioner
may reasonably be questioned, the following should be
disclosed:

(a) the role of the practitioner;

(b) the relationship of the practitioner to any of the in-
volved parties; and

(c) the IFA practitioners’ conclusion regarding whether
they are independent.

700. EXPERT TESTIMONY

The role of the IFA practitioner as an expert witness in
litigation has become a common occurrence. As such,
the standard emulates the conduct, impartiality, objec-
tivity and independence expected of all expert wit-
nesses in the courts.
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ABOUT LEVI & SINCLAIR

LEVI & SINCLAIR is a firm of chartered accountants that traces its origin in Montreal to 1970. We pride our-
selves on being more than just an accounting firm. We offer an effective blend of personalized service, experi-
ence and technological leadership, coupled with a steadfast commitment to consistently deliver excellence.
The members of our firm possess unique talents, expertise and experience, giving our clients access to a
knowledge base of considerable breadth and depth.

OUR SERVICES

Our firm takes pride in adding value to every client that we serve through our extensive expertise and proac-
tive approach to your financial needs. We match our dedication to adding value with experience and expertise:
we have experience in servicing virtually every type of industry and professional practice.

FORENSIC AUDITING AND LITIGATION SUPPORT SERVICES

Our firm has developed an expertise in both litigation support and international service. Our highly trained
staff are licensed world-wide to perform investigative and forensic audits and have achieved international
recognition for their innovations particularly in the field of computer forensics. Our forensic department has
been called upon by law enforcement agencies as well as the public and private sectors for assistance in the
most complex and difficult of situations in Canada, the United States and the Caribbean.

TAXATION

Our office has a strong basis in federal and provincial tax issues. Our accountants work hard to minimize your
taxes, yet make sure that you fulfill your tax requirements ethically while working to add value. We can fill a
variety of tax needs, both domestic and international as well as corporate and personal.

FINANCIAL

LEVI & SINCLAIR can meet all of your basic financial needs with our exemplary Accounting Services Group
that can truly add value whether it’s your business or your personal finances that we are reviewing. We work
with business entities as well as non-profits and foundations. Our accounting services include; auditing and
compilation review of financial statements, budgets and forecasts, and government reporting. We won’t simply
process your financial statements, our mission is to add value. We will go the extra mile to help you forecast or
locate opportunities that you may be missing.

BUSINESS CONSULTING

LEVI & SINCLAIR’s Business Consulting unit has proven itself as a valuable resource to businesses of all kinds.
We can help you plan your future, whether you see it coming or not. We can help you bring seminal business
events to life; like mergers and acquisitions, business valuation, leases and contracts, or business development
plans, all of which take a huge amount of planning and attention to detail. If there are no big events on your
horizon, we can still be of service by helping you to anticipate the unexpected through our forecasting, real
estate projections, risk management assessments, or our feasibility studies. We look at your business and all of
its many facets, to find both issues and opportunities and bring that valuable insight to you.



LITIGATION SUPPORT AND DISPUTE RESOLUTION SERVICE AREAS

. Civil and criminal Fraud Investigation

. Management and employee fraud and theft
. Identification of secret commissions and kickbacks
. Intellectual Property Litigation Support

. Training on fraud awareness and prevention
. Due Diligence Audits

. Business valuation

. Fairness opinions

. Insurance claim assistance

. Retail sales audits

. Contract dispute resolution

. Professional negligence litigation support

. Fraud prevention program design, implementation and evaluation
. Bank due diligence audits

. Employee background audits

. Financial discrepancy analysis

. Divorce litigation support

. Insurance claim quantification

. Breach of contract quantification

. Electronic Discovery and Data Recovery

. Computer forensics

CONTACT INFORMATION

LEVI & SINCLAIR NG

1303 Greene Avenue, Suite 400
Montreal, Quebec H3Z 2A7
Tel: (514) 931-7600 Fax: (514) 931-3600
Philip C. Levi, CFE, FCA, CPA/CFF, CAsIFA
plevi@levifca.com
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