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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 
	1. Give short answers for the following questions:

I. You are an investigative officer, how would you differentiate between the high and low level thieves?

· High-level thieves are those employees who are in higher positions in an organization and who can steal large sums of money due their positions and possibility for them to override controls in place.

· Low-level thieves are those employees who are in lower positions within the organization and they can only steal small amounts of money. Though their frequency of stealing may be higher than high-level thieves, but their impact is small compared to their counter party.

II. Give the profile of a typical criminal who commits more expensive fraud.

According to ACFE’s Report to the Nations on Occupational Fraud and Abuse, the profile of typical criminal who commits more expensive/large sums of money fraud.

· Long-term employees of the organization.

· Males

· High-income earners

· People of age of 60 years

· People with good education backgrounds

· People working in collusion with other perpetrators

· People have never been subject to criminal charges

III. Define the term ‘calculating criminals’.

These are criminals who have above average intelligence, well educated and sometimes are repeat offenders.

These criminals are normally commit fraud due external pressures than from their own will. They engage in the misappropriations in order to fit in certain class they are. In general they actually lack confidence and self-esteem.

IV. What is the main difference between situation dependent criminals and power brokers?
Situation-dependent criminals are those want to steal once to solve a particular problem they are having and are not intending to harm the organization while power brokers criminals are those business men and top management staff who steal or benefits themselves on the expense of organization finances or junior staffs.

V. What are the three situations that are usually present in fraud cases according to fraud triangle?

Three situations that are usually present in fraud cases according to fraud triangle;

· Pressure or incentive which is the motivation to commit fraud.

· Rationalization which is the justification of dishonest activities

· Opportunity which is the chance or ability to commit fraud or to carry out misappropriation of cash or organization assets.

VI. Briefly describe the Gwynn Nettler’s perception about employees lying, cheating and stealing.
According to the research done by Gwynn Nettler about employee lying, cheating and stealing he observed that employees can lie, cheat and steal when there are factors which allow him or her to do so.

He perceived several factors which all together falls under the fraud triangle and other external factors. He also perceived issues of psychological like biological factors. The perception analyzed as follows;

· People who had experienced hard and bad background are more likely to cheat.

· People who live in isolation and those feel that their opinions are not acceptable are more likely to cheat.

· If people feel that the possibility of being detected is low/small they can cheat/steal. 

· He perceived that high level staff/people are more likely to cheat than low level ones.

· Normally people do steal when there is an opportunity because 60% of employee for instance is likely to steal when they got change.

· Other people do steal/cheat in order to survive in the organization like Executive Management staff.

Gwynn Nettler lastly summarized the factors into three groups i.e. personal, organizational and external variables. 

Personal variables are those which involve an individual alone such bas greed, basic needs. Organizational variables are those depend on its culture and structure i.e. management style, trainings on the fraud awareness, controls in place, how roles of the employees are defined etc. External variables are those pressures/threats from external which can affect the business and employee as well like competition, social and economical variables.

VII.  What are the typical motivations for a white collar criminal which persuade him to commit fraud?

Typical motivations for a white collar criminal which persuade him to commit fraud can be categorized by referring to an article “The Psychology of Fraud” published in 2001, where there are three factors which motivate white collar criminals to commit fraud i.e. supply of motivated offenders, the availability of suitable targets and the absence of capable guardians-control systems or someone to mind the store.

In this regards, when there is a white collar criminal out there seeing cash or any asset of value and there is poor controls, he will be motivated to commit fraud.

However, a forensic accountant should understand issues of financial motivations which differ from one individual to another. The fact is that an employee who needs something to feed, wear or luxurious goods like cars is different from an executive who needs to commit fraud for the purpose of maintaining survival of the company in terms of competition and on the same time maintaining his social status and reputation.

2. ‘The profile of a white collar or blue collar criminal is different from other typical street

Criminal.’ Discuss;

· White collar and street criminals are both criminals by the laws and ethics but they differ in terms that white collar criminal is a term associated with people who hold positions in the instructions, highly educated,  who trusted and who sometimes have no criminal records compared to street criminals who normally have long criminal records, have no education.

· The white collar criminals do commit their acts through falsification of documents or deceptions on the expense of the victim who happened to trust the white collar criminal. On other side street criminal is rarely uses deceptions for personal gain from the victim of the fraudulent act rather than using forces like in cases of robbery or burglary.

· There also other factors which can differentiate these two types of criminals. White collar investigation is conducted by professionals in the field of accounting, auditing and investigation while for the street criminal uses common knowledge in criminal investigation by the support of criminal codes and statutes.

· Again white collar criminals are mostly employees in private and public institutions while street criminals are mostly unemployed individuals like drug dealers, terrorists, robbers etc.
3. “Fraud is most common in organizations that have no controls, no trust, no ethical values, no profits, and no prospect.” Discuss;
· It is true that if an organization has weak internal controls, no trust among employees, no ethics, no profits, and no prospects fraud activities are common. This happens because management and junior staffs are in laxity to the extent that no one is aware in prevention of frauds.

· Top management has to ensure the controls are in place and code of ethics is abided by all members of staff at all levels. There must be equality is treatment among employees on the issues of misconducts including fraudulent activities. Human resources unit should be fair and strict in disciplinary measures once the employees are found involved on such acts.

· Internal controls are mechanisms which prevents fraud by identifying key risk areas within the processes. The organization with good internal controls can reduce more number of surprise losses and hence improve the productivity.

· The organizations can reduce number of frauds when there clear goals to the objectives or strategies. Clear goals will direct all employees from top management to lower levels to avoid frauds relating to performances like financial statement frauds. 

Case Study  Questions:
1. If the trader has actually committed the crime, what kind of crime it is?

-Yes, the trader has committed the crime called “Tax Evasion” which is a criminal offense or fraud before the law if all he sold the goods.
2. How can forensic expert investigate the case properly when trader could have sold the goods without generating any invoices or on cash?
· If the trader was selling goods without generating any invoice, that is a tax evasion fraud because no tax was charged along with sales.

· The investigation of the start by collecting evidence from records since the business started, his account statement and find out who were his clients. The investigation could go further even by assessing other sources of income of the trader in comparing with what he possesses in terms of assets.

· Lastly the investigation will be concluded by conducting interviews to the people around the trader and then finishing with him.
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