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1. Give short answers for the following questions: 

i. What is the difference between proactive and reactive investigations?

Proactive investigations occur as the result of investigator initiated action, i.e. investigative activities commence before a crimes is committed in a way to acquire the evidence of the crime as it is happening or indeed to prevent it. In a proactive investigation, the investigator discovers the financial crime in progress independent of a complaint/victim report. Occasionally, the investigator may be following leads on another case and discover the crime accidentally, as in the case of many money laundering cases. At other times there may be generalized suspicion that something is happening, leading to a deeper investigation and the discovery of illegal financial activities. 
On the other hand Reactive investigations occur as the result of complaint/victim/citizen-initiated actions, i.e. reporting the commission of a crime. They are investigations that result from external notification that a crime has occurred. The investigator reacts only after the crime has been committed whether initiated by unhappy employees, lovers or former spouses, or by auditors, stockholders, or corporate management. 

II.	 How would you differentiate between the weighted and un weighted solvability factors.
	
Practically not all cases are solvable, thus generally, there are two types of solvability factors;

Weighted solvability factors. The weighted system determines factors that are important in solving a case, i.e.  the presence of a fingerprint at the crime scene may be more significant in defining results than the accessibility of a witness. Such that in this case the fingerprint aspect will be weighted more heavily. Weights are determined in advance, based on both statistical research and subjective experience. 
On the other hand
Un-weighted solvability factors, do not assign any specific importance to certain factors, i.e. each factor is as important as the next. The presence of one or more factors determines whether the case receives further attention. Most un-weighted solvability schemes are particular to each agency and are based on unreliable data. The investigator must evaluate each case, irrespective of whether they use a formal system of evaluation involving weighted aspects, or an informal system.
 
III. 	Goal setting and planning is very important for soundness of an investigative process. Why? 

	Goal setting and planning is very important for soundness of an investigative process because financial crimes often involve large volumes of information. This information can quickly become useless in the absence of a logical, well thought and comprehensive plan. When an investigation becomes unmanageable, it will end up burying the investigator under a mountain of financial documents and information. Thus to control the flow of the investigation, adapt the investigation to the unavoidable changes that occur during its life cycle, and manage the evidence it is very important to prepare a strong and flexible investigative plan. Thus there will be proper control, focus and adaptability throughout the course or life span of the investigation.

IV.	Outline the major goals of an investigative plan. 
	
The investigative plan serves to guide the investigation and its structure will be based on the specific issues of each investigation. However, in general it will include an analysis of the target suspects, the investigative environment and the investigative strategy. Investigative plan may also detail investigative actions and milestones, and may often incorporate dates, budgets and staff availability. This is done to:
· make the work manageable by giving it boundaries and goals
· allow budgeting of time and resources more accurately
· provide criteria of relevance for the evidence you collect
· lay the foundation for a coherent final story.

V.	Briefly describe the stages involved in planning an investigative plan. 

In the Development of an Investigative Plan the first stage can be said to be preplanning.  Preplanning can move the task of assessing operational compromise to a time when study and discussion may be made, avoiding the need for unreasonable decision making. When you determine ahead of time what potential outside support you require, then you can change particular decisions and increase overall reliability. Decisions made under the pressure of time often lack the depth of vision that detailed study affords. Therefore, the investigation should proceed in such a way that decisions can be made in the comfort of the planning office. 


The second stage is Financial Planning, i.e. Money can be saved by investigative planning. Preplanning for investigative resources is financially responsible. Irrespective of the context of the investigation, whether undertaken at the request of a private client or under the support of the local district attorney, money is always an issue. Identification of potentially expensive issues early in the investigation allows you to make key financial decisions at a time when alternative approaches can be easily considered. Alternative techniques can be considered if you undertake financial analysis during the planning phase. Too many times perfectly practical investigations begin in the hope that money will finally come through. When it does not, the investigation fails with no hope of attaining the primary goals. The results are usually compromised outcomes, either failure to achieve the stated objective or expenditure of more funds than reasonable, this happens when you fail to identify alternatives to costly investigative procedures. Either outcome produces failure to achieve customer expectations and dissatisfaction. 

The third stage is Employees Planning, i.e. once you have planned out the overall scope and direction of the investigation it becomes much easier to predict the needs of the staff and to assemble an investigative team designed to proceed efficiently with the investigation. Early identification of employee issues helps to ensure an efficient investigation. 

Finally in today’s high-tech world, the chances of facing computer-based information are very high. Technology experts can also prove helpful. It is unreasonable to expect that even the well-trained investigator will be capable of handling every possible scenario. It is important to consider the use of outside experts. Situations may arise in which financial transactions are beyond your investigative ability, in those situations, you need to enlist the help of financial professionals as either consultants or expert witnesses. The investigator should also consider the use of experts in the area of stocks and securities transactions, corporate governance and structure, and international financial transactions. 

Planning will not prevent investigative hurdles, but it will make those expected hurdles much more controllable.

VI.	Describe the three main areas of intelligence gathering process. 

The importance of intelligence cannot be overemphasized, and the intelligence gathering process has been broken into three areas: 

Surveillance 
General information can be gathered from careful surveillance. Carefully planned and executed surveillance may uncover important items, such as: 
· Ships, cars and other valuable assets 
· Banking or financial organizations 
· Buildings, houses, and other real estate 
· Other associates or co-workers with whom you may wish to conduct interviews 

Though readily visible to the naked eye, all of these things might be invisible to the paper trail. Discovering them early can at times provide you with some very powerful hole cards for future cooperation.
 
Database Searches 
Databases are a means of securing information. We are a society that depends on data. We create, collect, organize and store it. We use data for tracing people, calculating their buying preferences, and altering their behaviour. Our market economy would become inoperable without data. Whether you are using your debit card to purchase groceries or renewing your driver’s license, chances are very strong that some tiny piece of discrete data will be created and stored in a database somewhere. It is natural for investigators to seek to tap into this wealth of personal information to try and piece together a bigger picture of their target. Usually these databases may be divided into two categories: Private and Public databases.

Garbage Collection 
The value that thrown away garbage can have as an intelligence gathering tool should not be ignored. People normally throw away papers, receipts, and other personal items that are meaningless but when put together, can offer a detailed picture of the suspect’s deeds. Undercover garbage collection can be a valuable assistant to your intelligence gathering process. Police, journalists and busybodies have been stealing peoples’ garbage for many years. People throw away important documents, illegal imports receipts and evidence. Many of these items can help in establishing a case.

2.	Write short notes on the followings: 

a) Private databases - Private databases are those databases to which access is restricted. Private databases include both government and commercial sources. Private databases are very powerful sources of data. Unlike many public databases, private commercial databases usually contain a broad range of information. While access to some areas is restricted to law enforcement workforces for legitimate law enforcement purposes, private individuals can download pages of information, for a fee.

b) Public data bases - Balanced against the speed and power of many of the commercial private databases is the low cost of public database. As society moves forward in the digital age, more and more government entities are making public record information available over the Internet.  Property and tax assessment records are routinely available through the county clerk’s offices. Civil and criminal histories are frequently available on a county-by-county basis. Corporate filings are only a mouse-click away. Most agencies allow searches for free, and many provide free downloads, while others charge a minimal copying fee for getting these records. 

3.	“Financial crime investigations generally result in higher volumes of evidence and more complicated theories of evidence than non-financial crime.’ Discuss 

Financial crime is generally different from the smash-and-grab robberies, rape, murder, muggings, and other such crimes which are easier to describe and categorize. Violent crimes promote a clear response from citizens and law enforcement agencies in terms of various quick and effective countermeasures. In contrast, Financial crime is, in the short term, perceived as being no traumatic because it is generally nonviolent. It is in the longer term that deceitful behavior has a traumatic impact on business and communities. When conducting Financial crime investigation it is important to keep in mind that the crime has the following components:
• It is deceitful. People involved in white-collar crime tend to cheat, lie, conceal, and manipulate the truth.
• It is intentional. Fraud does not result from simple error or neglect but involves purposeful attempts to illegally gain an advantage. As such, it induces a course of action that is predetermined in advance by the perpetrator.
• It breaches trust. Business is based primarily on trust. Individual relationships and commitments are geared toward the respective responsibilities of all parties involved. Mutual trust is the glue that binds these relationships together and it is this trust that is breached
when someone tries to defraud another person or business.
• It involves losses. Financial crime is based on attempting to secure an illegal gain or advantage and for this to happen there must be a victim. There must also be a degree of loss or disadvantage. These losses may be written off or insured against or simply accepted. White-collar crime nonetheless constitutes a drain on national resources.
• It may be concealed. One feature of financial crime is that it may remain hidden indefinitely. Reality and appearance may not necessarily coincide. Therefore, every business transaction, contract, payment, or agreement may be altered or suppressed to give the appearance of regularity. Spreadsheets, statements, and sets of accounts cannot always be accepted at face value; this is how some frauds continue undetected for years.
• There may be an appearance of outward respectability. Fraud may be perpetrated by persons who appear to be respectable and professional members of society, and may even be employed by the victim. 

In order to address all the above components financial crime investigations generally result in higher amount of evidence and more complicated theories than nonfinancial cases.  Thus financial crime investigations will rely on varied sources of evidence, including the following:
• Witness statements. These are generally acceptable unless the witness has been impeached because of bias, conviction of a felony, or for making inconsistent remarks.
• Circumstantial evidence relating to unaccounted income. This is interesting because of the presumption that such income is from unrecorded and fraudulent activities. An analysis of income can support a claim that the suspect is in receipt of illicit income. The person’s assets and liabilities are established along with income from official sources, less known expenses. The difference between the net income from known sources and actual income is income from unknown sources, and the inference from this fact is used to support the case against the defendant.
• Financial reports on the suspect. These may be obtained from a company that specializes in providing this type of information. Investigative consumer reports involve a great deal of research, such as questioning friends, neighbors, and associates, to form a view of the person’s reputation and way of life. These are generally not admissible unless the suspect has previously agreed to this type of research. 
• Physical evidence. This may consist of maps, photographs, and actual objects and is sometimes called real evidence.
• Documentary evidence. This type of evidence is varied and includes things such as invoices, computer printouts, letters, the contents of files, and legal documents.
• Financial reports and operational data from the company that has been derived from normal business processing.
• Demonstrative evidence. The investigators may compile evidence for the court, perhaps in the form of a written report on the case created by the team of investigators.
• Analytical data. The investigators may carry out analyses to assist their case, which may then be presented to the court as evidence. If a cash count is made and analyzed to show that the employee in question had been under recording sums of money over a defined period, this schedule could become a court exhibit. If the analysis contains any errors at all, it may cast a shadow of doubt over the entire case. Data mining of (for example) refunds per supervisor, amount, and customer can be used to identify strange relationships, but again each suspicious item must be checked to provide evidence of a fraud.
• Testimonials. These can be derived from interviews and are made by witnesses under oath. Interviewing is dealt with later on.
• Secondary evidence. Whereas original documents may be seen as primary evidence, certified copies of documents, with a suitable explanation of why the originals are not available, may be accepted by the courts.
 
Case Study 
 
In March 2005 Byron was offered a job as manager of a public house in Hampshire. He had many years’ experience in the pub trade but had never managed a pub before. He explained to the pub owner that he would need some help with book-keeping. The owner explained a system of record keeping and banking which he had himself devised. When the quarterly VAT return was due in July the owner checked the records and found that there appeared to be a substantial shortfall in the banking. He complained to the police and Byron was charged with theft of the shortfall and false accounting. 
The forensic expert was instructed to review the accounting records and banking on behalf of the defence. 
The expert gave his opinion of the elements required in a properly designed accounting system for a pub and highlighted the many serious deficiencies in the system devised by the pub owner and the difficulties that Byron would have experienced in attempting to operate it. He also pointed to a number of possible causes of the cash shortfall, other than theft by Byron. When the case came to court many of the points in this report were put to the prosecution witnesses in cross-examination. At the close of the prosecution evidence the judge agreed that Byron had no case to answer and he was released. 
Keeping in view the above case answers the following questions: 

1. What do you think could be lacking in the Pub Owner’s self-devised accounting system? 

An Accounting System is an entity's internal control system. The accounting system must consists of the methods and records established to identify, assemble, analyze, classify, record, and report an entity's transactions and to maintain accountability for the related assets and liabilities.
An effective accounting system which contributes to fulfilling an entity's control responsibilities would give appropriate consideration to establishing methods and records that will:
· identify and record all valid transactions, i.e. production and issuance of receipt every time cash is received;
· describe on a timely basis the transactions in sufficient detail to permit the proper classification of transactions for financial reporting;
· measure the value of transactions in a manner that permits recording their proper monetary value in the financial statements;
· determine the time period in which transactions occurred to permit recording of transactions in the proper accounting period; and
· present properly the transactions and related disclosures in the financial statements.

In my view, I am of the opinion that the Pub Owner’s self-devised accounting system lacked in all the above elements and further to that there were no bank reconciliations prepared at the end of each month.

2. Give some possible causes of shortfall other than theft by Byron. 

Some of the possible causes of the shortfall could be, (a) non recorded transactions, (b) wrongly recorded transactions (c) absence of proper daily reconciliations of cash received and paid out as well as cash receipts with daily deposit into the bank account and (d) Lack of bank reconciliation, at the end of every month, which could have verified the amount that went into business’s account. It would have also helped locate bookkeeping errors.
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