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QUESTION 1

i) Differences between high level and low-level thieves

If I were the forensic/investigative officer, I would distinguish the two types of thieves as follows

a) High Level thieves are those offenders who commit frauds by stealing at high level in the organization’s hierarchy and in senior management positions, such as Chief Executives, directors and senior managers. These crime levels involve colossal sums of money and may require huge financial resources to investigate and prosecute. They carry higher reputation risks for both the firm and the criminals.
b) Low level thieves are crimes usually committed by, “small fish” in the organizations who may be junior staff and the amounts involved are relatively small. The

 Both types of thieves commit crimes and exhibit some common traits that have been confirmed by CFE (Certified Fraud Examiners).CFE,in its survey ,include  the following key characteristics; long term relationships with the employers, well remunerated, mostly men, extremely well educated and those working in collaboration with others to commit fraud.
ii) Profile of a typical criminal who commit more expensive fraud
According to 2008 report, ACFE (Association of Certified Fraud Examiners) indicated that executives steal at higher levels more money than stolen by staff at junior levels in the organizations. The criminals who commit such fraud exhibit the following characteristics

A) Those who have worked for longer periods with the same employer

B) Highly remunerated personnel

C) Well educated,

D) Mostly men

E) They work in cahoots with others to commit the offences(conspiracy)
F) Are likely to have a clean criminal record to warrant suspicion

iii) Calculating Criminals

These are well educated criminals with repeat history in criminal records. They are predators and hunters who exhibit carefree risk culture. They measure their successes by other people’s living standards.
iv) Situation dependent criminals

These are criminals who bump into criminal activities and offend others without express intention to do so. Some of the white collar crimes might fall in this category and the offenders may possess some of the key features such as being more than thirty years old,55% men, clean criminal records and knowledgeable in accounting and accounting systems and weaknesses.

Power brokers

This refers to a “guru” in a particular industry, who posses higher level of knowledge on how business is conducted and also has ability to influence key individual players and other firms in the same field .Due to their prolificacy, they could seize financial and human resources of their companies for self gratifications and even attempt to form parallel companies who are in direct completion with the employer.
v) Three situations that are usually present  in fraud cases according to Fraud Triangle

According to D.Cressey’s, (1973) Fraud Triangle, the elements of occupational fraud are opportunity, pressure to commit the crime, and rationalization of the process.
 Donald Cressey’s hypothesis
“Trusted persons become trust violators when they conceive themselves as having  a financial problem which is non-sharable, are aware this problem can be secretly resolved by violation of the position of financial trust, and are able  to apply to their own conduct in that situation verbalizations which enable them to adjust their conceptions of themselves as trusted persons with their conceptions of themselves as users of the entrusted funds or property”.D.Cressey Other People’s Money (Montclair; Patterson Smith,1973 p 30)
vi) Gwynn Nettler’s perception about employees lying, cheating and stealing 

Nettler’s perception of deceivers, cheaters and liars indicate that the following are the characteristics of those who are likely to be fraudsters.
a) Those who have experienced failure are more likely to commit crime by way of cheating

b) Paranoiac people are likely cheat and commit deceitful  crimes

c) Impatient people who want quick enrichment are likely to commit fraud

d) People with high moral conscience are likely to resist rationalization of crime 
e) Intelligent people are more likely to be honest than poor people and are less likely to rationalize crimes

f) People under pressure, social and economic will be motivated to still to etch out the financial woes 

g) People commit crimes when they are undergoing hard economic times.

h) Those who are thoughtless are culpable and are distracted and could be easily plunged into social disorientation and commit fraud.

i) Employees commit fraud in variety of personal and work situations.

j) More people will commit fraud if it is easier to commit

vii) Typical motivations for a white collar criminal which persuade him to commit crime

a) Financial constraints such as financial pressure and financial stress can influence an employee to commit crime.

b) Corporate culture may create room for potential white collar offenders to commit fraud. Extreme authoritarian leadership style, unclear policies on pricing, bribery and loyalty can easily slip into conspiracy and biased disciplinary procedures and favoritism are likely to breed criminal behavior.

c)  Ability to camouflage the lifestyle could motivate a of white collar criminal to commit fraud.
d) Mental dexterity may lead one into crime due to high level speed in executing tasks  and a person may violate his behavioral norms unknowingly and get involved into conventional  life 

e) Embezzlement is financial rationalization in which a criminal may not intend to hurt others. In this case, he may start by inwardly reasoning that “’I am only borrowing “the money and will return but the behavior becomes recalcitrant and the actions turn to be criminal.

f) Frustrations among employees may make them rebellious and they may commit the frauds to defeat the employer

QUESTION 2
The profile of white collar criminal is different from other typical street criminals.
I absolutely agree with these sentiment since the character of the white collar criminals is usually disguised and those who ordinarily who would have been suspected as principal culprits in the criminal activities, turn to be the real culprits

The white collar crimes might be committed with high degrees of sophistication and may call for sophisticated resources to investigate.

The white collar criminals appear to be people who are well educated while the street urchins may have lower education levels.

The white collar criminals often make away with the loots while street criminals are likely to be nabbed and get prosecuted. The amount of cash involved in white collar crimes is colossal, while the street criminals may only steal petty amounts.
Most of the white collar criminals are transgender while the street criminals are likely to comprise of men.

Most of the white collar criminals appear to be people who are in senior management positions, well paid and have a lot of money and hence less likely to be suspected.

Some of the crimes in the white collar may be committed by use of computers and may require the culprits to be technologically savvy

The criminals in white collar appear to be older people aged between 41 and 50 years old and are unlikely to have any previous criminal records.

Finally, the ACFE (Association of Certified Fraud Examiners) conclusively summed up white collar criminals as people who do not look like criminals per se.

QUESTION 3
Fraud is common in organizations that have no trusts, no ethical values, no profits, and no prospects 

These entire elements centre on corporate Governance which is the hall mark of good corporate behavior management.
Controls are necessary to guard and protect the company assets and other resources

Good corporate governance is needed to save organizations from collapse and improve the bottom lines.Enron; Worldcom, Adeplhia and Parmalat collapsed leaving the stakeholders t could have been happening in such firms. 
Where controls are effective, there will be lower risks of committing fraud by the staff since they will know that they are under watch. Controls system should be fool proof and should be able to report any suspicious activates immediately for appropriate actions.
Trust underpins the bond in the corporate behavior amongst staff. Without trust the organization will be in shambles and working in silos and not as a system. When the employees trust each other, they will work with confidence to achieve organizational goals .The management must tell truth to staff always and keep their promises and also observe the adherence to organizations policies regarding various functions. If the staff feel betrayed they may turn disgruntled and commit fraud to revenge against the organization.
Business ethics guide various organization functions by defining how the business should be conducted to avert corruptions and guard against reputation risk. There should be clear policies on corrupt dealings and employees need to be implored on the essence of good ethical behavior and also how to avoid ethical dilemmas in executing their duties. If such policies are unclear the employees might be tempted to accept bribes and steal from organization.

Companies that are not making any profits may not be able to survive in the long run. The company may run into financial problems and hence get into employment disputes and experience strikes and employee frauds. These may be expensive to manage and may lead to collapse of the firm.

Organizations should have prospects of survival in the long. There should be clear business strategy in place and all employees should be involved in group business plans so that they clearly understand how they fit in the firm and their clear obligations in attaining the business goals. Lack of strategies is like blind man treading without a guide. Many openings for fraud and loss of financial resources may crop up.
CASE STUDY

Question 1

If the trader actually committed a crime, the kind would be TAX FRAUD.

Tax fraud was defined by William S.Hopwood as bad faith, deliberate and calculated intent, at the time…to defraud the Government”
The crime could have been “willfully evading tax and failing to pay, submitting false returns, overstating stock, omitting gross receipt, and false description and income deductions”.

QUESTION 2

Investigating the TAX FRAUD

In order to carry out investigation, forensic investigator should proceed as follows:

1. Direct method

This involves analysis of all receipts and payments .The investigator should list all receipts and deduct all related expenses to arrive at Gross sales

Sales-Purchase-administration expenses=taxable revenue

Use graduated tax scale to calculate the tax then determine if there are any fines and penalties and advise the client

2. Indrect method

Checking the net worth

· Net worth=Assets-Liabilities
· Expenditure (Allowable deductions)
· Bank deposits(match the deposit slips with credits in the bank statements and debits in the cash book
· The accountants should examine all the invoices and trace all the payments in the bank account to conf
· Test bank reconciliations and agree with all the sales receipts

· Check stock register and carry our calculations to determine the VAT input and output tax

· Check accounts receivables and do circularization of debtors and get direct responses from the alleged debtors.

· Check and verify accounts payables. Circularize the creditors and get direct confirmation of the alleged outstanding debts

· Establish if there were any transactions conducted through Electronic tax registers

· Determine gross income and calculate taxable income

· Using graduated tax tables, determine the tax liabilities

· Check for any penalties due and fines and advise the clients to prepare cheques and pay all outstanding taxes plus penalties
