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QUESTION 1
I. What is the difference between proactive and reactive investigations? 
Proactive investigations come about as a result of actions initiated by the investigator. Usually the investigator discovers the financial crime while examining leads or clues about another crime. While working on an already known case, the investigator uncovers additional crimes.
Reactive investigations are those that arise from victim or citizen-initiated actions. Victims or other external parties raise an alert about the occurrence of a crime. The investigator then REACTS only after being notified that a crime has been committed. The perpetrator or suspect may still be working for the firm or could have left by the time the crime is brought to the attention of the investigator.

II. How would you differentiate between the weighted and unweighted solvability factors.

Weighted solvability factors are those whose importance or significance is determined by assigning predetermined weights to the factors. Important factors receive heavier weights. 
Unweighted solvability factors depend on the rate of occurrence. The presence of one or more factors determine whether the case would be accorded further attention.


III. Goal setting and planning is very important for soundness of an investigative process. Why?
Goal setting in very important as it provides a solid base for the fraud investigator to build an investigative plan. Goals are the foundation of an investigation and ensure proper groundwork for the investigation. The process involves recognition and discussion of the complainant’s goals and can help in making a final assessment as to whether the customer is finally satisfied. At the goal setting stage, obtainable results and adequacy of outcomes will be defined and redefined. The investigator has an opportunity to educate the client / complainant and to clarify expectations.



 
IV. Outline the major goals of an investigative plan
An investigative plan aims to achieve the following major goals:
· Control : To manage the unique characteristics of every fraud investigation;
· Focus: To ensure the investigation stays on course and to ensure efforts are consistent with the objectives. It is important to ensure efforts are not repeated and error does not obstruct the process of the case.
· Adaptability: to suit or match with changes in circumstances surrounding the investigation. The plan should be capable of being re-evaluated.

V. Briefly describe the stages involved in planning an investigative plan.
This entails setting the background for an investigation by way of the following stages:
· Developing knowledge of a particular case: understand the business and its structure. Make use of tools such as graphs and other visual aids like organisational charts and flow charts.
· Become familiar with the business processes and pay attention to the method of accounting used and accounting controls that are in place.
· Gain an understanding of the industry and its standards which are generally applied by all participants in the industry.
· Get better understanding of the suspect: obtain ground information on the suspect.

VI. Describe the three main areas of intelligence gathering process.
The three main areas are:
· Surveillance: Involves the secret monitoring and observation of the victim, the suspect or suspect’s associates to learn more about the case at hand. It helps uncover concealed items such as valuable assets, financial organisations and other parties /persons that might be associated with the case and might, therefore, need to be interviewed.
· Database searches: These represent stored information usually electronic, but also manual. Searches are useful for tracing people, establishing their buying preferences and altering their behaviour. Such personal information may be very helpful to the investigator and in profiling the suspect.
· Trash Collection / Garbage Collection
Involves picking up and examining abandoned trash at the suspect’s residence or workplace to identify items that could be used as evidence or provide leads in a criminal case. People throw away important documents in the trash bin such as receipts, invoices, letters, hotel bills and other such documentation which bear evidence of transactions. Collecting such garbage can help get a detailed picture of the suspects deeds / acts. Undercover garbage collection can be a very valuable element of the intelligence gathering process.

QUESTION 2
a) Short notes on private databases
These are the databases with restricted access and arise from both government and commercial sources. Credit-rating agencies could be among such databases. Access to some areas can be allowed to law enforcement agencies for legitimate law enforcement purposes. Private individuals could be allowed to download information at a fee. Mobile phone companies and social medial such as twitter and face book could possess data that would qualify as private databases!
b) Short notes on public databases
This is public record information kept by government entities and usually available over the internet. Access is at a much lower cost when compared with private databases. Examples include property and tax assessment records, civil and criminal histories and corporate filings. Searches could be for free or at minimal copying fee.

QUESTION 3
“Financial crime investigations generally result in higher volumes of evidence and more complicated theories of evidence than non financial crime”. Discuss.
Financial transactions are usually accompanied by elaborate documentation that provides a trail of transactions. To prove a case, all relevant documentation, in both manual and electronic forms, must be brought forward as support. It even becomes more difficult if this documentation is in different locations i.e. within the country of the investigation and abroad.
Complexity of financial reporting rules and regulations, accounting theory and policies also compounds the problem. Some of the rules even have a significant level of subjectivity and require professional judgement. Reliance on specialists might be sought and the hired specialists will need to produce additional complex reports.
Further, numerous variations of fraudulent schemes exist, depending on the creativity of the suspect.
In a majority of non financial inquiries and investigations, several challenges may be encountered in understanding and gathering evidence and, in addition, evidence may not easily be available. 
Having said this, it is important to conclude that all investigations have similarities and go through the same stages from initiation and ending up with the reflection stage.

CASE STUDY
1. What do you think could be lacking in the Pub Owner’s self devised accounting system?
In answering this question, I have assumed that Byron had subordinates who, among other duties, served customers, collected and recorded cash.
The summary of the problem is that the system lacked adequate controls or had no controls at all over sales, cash, stocks/inventories and actual records of transactions.
We can safely assume that there was no documented system or procedures manual. Byron had to rely on verbal explanation from the owner and there is no indication that this was coming from a reference manual.
The system was unable to effectively track sales and inventories. There was no way of ensuring completeness and accuracy of sales. The sales values and quantities were not tracked on a daily basis and reconciled with cash and stocks. In addition, it is possible that there was no system to identify damages and shortages and, in turn, bring them to the attention of management.
Without documented procedures, it is even possible that there was no internal check and verification through segregation of duties.
2. Give some possible causes of shortfall other than theft by Byron.

Other than suspected theft by Byron, the following issues could have caused a cash shortfall.
· Unreported spillages / damages. (So-called shrinkage!);
· Errors in counting and documenting stocks / inventories;
· Change-related errors: giving more money to the customer than the change due;
· Possibility of under-billing customers;
· Customers making orders but leaving without paying for the services;
· [bookmark: _GoBack]Credit sales not recorded but inventory quantities reduced;
· Payments of expenses from the till or cash register without recording them;
· Discounts given to customers but not recorded;
· Drawings in kind and promotional drinks which have not been recorded;
· Theft by employees such as barmen and those in charge of stores.
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