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Question 1.1

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

Employee theft is quite common in today's workplaces. But the biggest problem is that the person involved is quite often the employee you least suspect.

Every year billions of dollars are lost by businesses to employee fraud and theft and what is more of a concern is that the number of incidents are actually rising. Imagine you are a small business. This type of business is extremely vulnerable to occupational fraud and less able to absorb the loss than a larger business. It is not unusual for a small business to become bankrupt because of the theft of a single employee. Pilfering, larceny and embezzlement are a few terms that come under the umbrella of what is considered fraud. Fraud in business is where the company suffers a loss and the employee unlawfully takes something from his employer. 

Because of the increase in fraud, the Association of Certified Fraud Examiners (ACFE) commissioned a report in 1996 titled. ‘Report to the Nation on Occuptational Fraud and Abuse. (RTTN).’ Since then there have been six additional Reports that have each expanded the knowledge and understanding of the tremendous financial impact occupational fraud and abuse has on businesses and organizations. The ACFE’s founder and Chairman, Doctor Joseph Wells, wanted this report to study the costs and research the perpetrators of fraud within organisations. 

Hall and Singleton provide a similar profile very similar to the ACFE, ‘Report to the Nation on Occuptational Fraud and Abuse. This is based on what they call a typical fraudster. These people are:
· In a senior position in the company;
· Usually male;
· In most cases, more than 50 years old;
· Normally, are married;
· They will almost certainly be highly educated. 

The report to the nations compiled a profile of both high and low level thieves. High level thieves or thieves that would steal large sums of money are likely to be:

· Managers who have been with the organisation for a long time;
· They are likely to be male and over 60 years old;
· Managers on higher income;
· Managers with good educational background;
· Managers colluding together;
· Someone who has never been in trouble below.  

The data presented in the 2008 report separated high level thieves from low level thieves. Managers or people high up in the organisation were classed as high level thieves. They are also likely to steal larger sums of money opposed to small sums by low level thieves. The report stated that high level thieves stole about £150,000 from their employer whilst low level thieves stole £70,000. There were similar findings in the 2012 Report which was is based on 1,388 cases of occupational fraud. This information makes it easier for an investigative officer can differentiate between high level and low level thieves. But the report also shows that even with this information it is difficult to spot these thieves because the profile leads us to this overall conclusion that a high level criminal does not look like a criminal.



Question 1.2

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

The report to the nations compiled a profile of fraudsters who steal large sums of money are likely to be:

· Managers who have been with the organisation for a long length of time. The problem here is that these people are trusted and can be over looked as likely to steal. This makes it easier for them to commit the fraud;
· They are likely to be male and over 60 years old;
· Managers on higher income. Again you would not expect these people because you would expect that earning a high salary would be enough. You would expect them to have less motivation because of the high salary;
· Managers with good educational background. These are intelligent people who can dream up sophisticated frauds that are hard to find;
· Managers colluding together. This makes the fraud much harder to find. There could two or even more people in league together. Each of them would cover for the other.
· Someone who has never been in trouble below. Particularly with the law. High level thieves are opportunists. They might never have considered stealing before but they could see an opportunity and hatch their plan.

According to research by KPMG. When it comes to "white collar" crime, finance directors, chief executives and other senior management are far more likely to be involved in fraud. This can be anything from the mis-statement of financial results to plain theft or expense abuse. 

Their research shows that the typical fraudster is male, aged 36 to 45, hold a senior job in finance. They will have worked for the company for more than a decade and are likely to act in collusion with a partner. What should send alarm bells ringing across companies is a jump in the number of cases involving the exploitation of weak internal controls – up to 74% in 2011 from 49% in 2007.

The same research told us that frauds committed by managers and owner/executives generally lasted for two years before they were detected. This was twice as long as the median employee scheme, and it likely reflects the fact that perpetrators with higher levels of authority are typically in a better position to override controls or conceal their misconduct. It might also reflect reluctance on the part of employees and anti-fraud personnel to lodge complaints about or investigate those with higher levels of authority.




















Question 1.3

Define the term ‘calculating criminals’

Calculating criminals are sometimes otherwise known as, ‘Predators.’ 

This type of criminal will be:

· A repeat offender;
· Have higher-than-average intelligence;
· Relatively well educated. 

They usually begin their careers in crime later in life than other criminals. 

According to a 1993 study on Wall Street on ‘Insider Trading’ scandals . It was also discovered that they are also:

· Generally inclined to risk taking;
· Lack feelings of anxiety and empathy;
· Have an external focus of control and lack inner direction;
· They are very confident and have high self-esteem;
· But be very motivated by their desire to fit in and be accepted.









Question 1.4

What is the main difference between situation dependent criminals and power brokers.

Situation-dependent criminals are the desperate criminal who have something going on in their life that they deem as so important to them and their family they will do anything to resolve the matter. An example of a situation dependent criminal is one who cannot afford to pay their mortgage. The bank might be threatening them and the end result would be them and their families living on the street. In this case they convince themselves that the fraud is okay. If it is stealing from their company. They will believe that they are not hurting anybody. The company can afford it.

The Power Broker criminal on the other hand does possess certain traits of the calculating criminal and the situation dependent criminal but in most cases are very different. They use the power given to them by the organisation to exploit the weaknesses and controls to make money. In most cases they have never done this before and certainly do not set out with the intention of committing the fraud. They will just a see a way of getting and around the controls and exploit this and then the greed takes over. For these type of criminals they believe they are above the law and do not believe they will be caught. The money they steal from the company can be big amounts and in some cases could lead to the liquidation of the business.

 





Question 1.5

What are the three situations that are usually present in fraud case, according to the fraud triangle?

The Fraud Triangle is a diagram that is implemented within the analysis of fraud, which depicts fraudulent activity in accordance to have certain components.  The Fraud Triangle was first identified by sociologist by the name of Donald Cressey. 

The “points” of the triangle are made up of three factors which are present for all white-collar fraud:

· Opportunity - The notion of opportunity within the Fraud Triangle is considered to be the initial component of fraud. Opportunity is named as the initial solicitation or invitation set forth by the offender with regard to potential victims. Typically, the offender will target individuals presumed to be weak or impressionable in order to enact fraudulent activity.

· Rationalization – This looks at how the person committing the fraud either rationalizes or justifies the fraud.  This way the fraudster believes that he is justified in his action. These are rationalizations such as;

1. I am not harming or stealing from anybody. The company can afford it;
2. I intended to pay the money back.
3. They will never miss the funds;
4. They don’t pay me enough.
Rationalization is the second step within the course of events expressed within the Fraud Triangle. Subsequent to a successful solicitation endeavor, the fraud offender will typically attempt to instill a false sense of confidence and security within the victim through the use of deception and misrepresentation; the following are commonplace within this component of the Fraud Triangle:

· Incentive or Pressure – This looks at the motive for committing the fraud. In other words, the financial need. One common pressure is a gambling problem.

In most cases, the person committing the fraud sees an internal control weakness and, believing no one will notice if funds are taken, begins the fraud with a small amount of money. If no one notices, the amount will usually grow larger.















Question 1.6

Briefly describe the Gwynn Nettler’s perception about employees lying, cheating and stealing.

Business fraud can be categorized according to six types (Albrect et al):

1)       Embezzlement - employees deceive the company by taking company assets in direct or indirect ways.
2)       Management fraud – senior managers manipulates financial statements in order to increase profit for bonus purposes or to deceive investors into thinking the company is worth more than it really is.
3)       Investment fraud - fraudulent and usually worthless investments are sold to investors.  This type of business fraud includes telemarketing fraud.
4)       Vendor fraud - overcharge or non-shipment of ordered goods.  
5)       Customer fraud - customers not paying for goods purchased in one way or another related to deception.
6)       Miscellaneous fraud - financial gain through deception not related to the other five types.

Business fraud comes under the broad designation white-collar crime.  Crimes committed by individuals or businesses in ways related to the legitimate functioning of that business.  But who are the people who commit this sort of fraud. The first thing we have to say is that most white-collar employees can commit business fraud to certain degrees. Research into white-collar crime in general reveals that perpetrators white-collar criminals are:

· Better educated;
· More religious;
· Less criminally inclined in other areas of life;
· Less likely to abuse alcohol and drugs;
· More optimistic;
· Have higher self-esteem;
· Are more self-sufficient;
· Have a greater sense of achievement;
· They are more motivated to work;
· Have more self-control;
· Show kindness and empathy toward people not involved in the criminal situations;

In other words they can be just like most of your colleagues. They could be sitting in the next desk to you. They could even be the person you go out for a drink with after a work or the business colleague that you have a crush on.

Research into employee embezzlement has found that perpetrators cannot be distinguished from other honest employees on the basis of demographic or psychological characteristics.  Experience has shown that it is almost impossible to predict in advance the employees who will cross the line into dishonesty. It seems obvious that traditional positivist explanations for crime that are centered in explaining property crimes, for example, of the lower classes are inadequate when it comes to business fraud which is committed by middle-to-upper class individuals.  

As Nettler puts it, “Contrary to theories of criminogenesis that see theft generated only by ‘need’ or by ‘restricted opportunity’ some big frauds are produced simply by the desire to be richer than one is.”  It is not restricted social opportunities that characterize white-collar criminals but access, increased opportunity, to large sums of money that can be stolen in secret during the course of everyday business practices.

Conceived advantage motivates fraud.  Nettler (1982) says that there are two sides to this motivation—pulls and pushes.  Pulls are the attraction of wealth and power and are related to perceived opportunity.  Pushes are related to the perceived need to defend what one already has.  These are felt as pressures to act.  Fraud is generated by a meeting of desire and opportunity.  Desires based in improving (pull) or maintaining (push) a certain lifestyle.  The middle-to-upper class people who are the usual perpetrators of fraud do not commit such offenses out of some desperate need to survive.  They are already well beyond the minimum income level needed for survival.  They want more than they have.

Albrect expands our understanding of fraud.  He adds a third factor to Nettler’s two ingredients. This is rationalization.  Perceived pressure (pushes), perceived opportunity (pulls), and rationalization form the fraud triangle.  These ingredients are interactive.  The greater the perceived opportunity or pressure, the less rationalization it will take to motivate someone to fraud.  And the more dishonest someone is the less opportunity or pressure it will take for someone to commit fraud.

Looking at the three ingredients of fraud, we can distinguish individual and situational factors.  Pressures can come from within an individual and be of his or her own making.  But to add to this they can also come from influences in the person’s social life.  

Pressures leading to fraud can be divided into four types (Albrect et al: 20): 
1)    Financial;
2)    Vices;
3)    Work related; 
4)    Others.  

Financial pressures associated with fraud are greed, living beyond one’s means, high personal debt, high medical bills, poor credit, financial loss, and unexpected financial need.  Vice pressures are things like gambling, drugs and alcohol, expensive sexual relationships, and the love of power (which wealth can supply).  Work-related pressures relate to things like revenge toward an employer, little recognition given for job performance, job dissatisfaction, loss of a promotion, and a sense of being underpaid.  Other pressures include a spouse who insists on an improved lifestyle and a challenge to beat the system.  Notice that some of the above pressures are individual specific.  The pressure is within the individual.  He or she is pulled toward an ‘object’ because it seems attractive.  Adler (1991) would classify these attractions as noxious apparent goods.  They are apparent because they are not related to actual needs.  They are noxious because they prevent us from gaining or pursuing goods that are related to genuine human need.  The other pressures can be conceived as some kind of meeting between real environmental pressures with individual psychological predispositions that make one susceptible to perpetrating a fraudulent act.


















Question 1.7

What are the typical motivations for a white collar criminal, which persuades him to commit fraud.

[bookmark: whitecollarcrimes]While white collar and corporate crimes are difficult to detect and thus prosecute. These days there are so many different and sophisticated ways to conceal their activities that it is hard to know where to start. But Goverments have reacted and in response to this toady there are also many governmental and law enforcement bodies set up to crack down on these criminal acts. According to the FBI, white collar crimes cost the United States approximately $300 billion per year. They did add that this was a modest estimate. 

Cornell University Law School defines white collar crime as generally encompassing "a variety of nonviolent crimes usually committed in commercial situations for financial gain". White collar crimes may be differentiated from corporate crimes in that they are carried out by an individual for his or her own interests rather than on behalf of the company he or she is working for or dealing with. The types of white collar crimes are numerous and include insider trading, computer, internet or phone fraud, health care fraud, bribery, tax evasion, trade secret theft, antitrust violations, counterfeiting, insurance fraud, kickbacks just to name a few.

We have all heard of the more famous white collar crime cases which include during the 1990s, Nick Leeson covering up his bad trades with his employer Baring's error account. This resulted in the company losing $1.4 Billion and having to declare bankruptcy. The man became famous and his actions led to a film being made about it.

But what motivates these people. An article called “The Psychology of Fraud,” published in 2001 stated that this sort of crime could be explained by three factors:

· A number of motivated offenders;
· Availability of more targets; and 
· An absence of good internal controls;

In 1940 a study by Sutherland was made of seventy major companies in the United States. The study found that 97% of fraudsters stole again even after they were caught and prosecuted. In fact he stated that corporate crimes were the rule not the exception. 

Young states, "Sutherland found that criminal behavior of these corporations was 'normal,' that is to say, they all engaged in illegal labor practices, falsified advertising, stole patents and copyrights from each other, defrauded their customers, and conspired to control the making and the marketing of goods and services". The motivations might seem black and white. Those individuals who commit white collar crimes do so for financial reasons and companies commit crimes to grow, flourish and in some cases survive.

But beyond this, are there other motivations for committing crimes in the corporate world? According to Pamela H. Bucy et al. ("Why They Do It: The Motives, Mores and Characters of White Collar Criminals"), white collar criminals generally fall into two categories - leaders and followers. Bucy et al. stated that leaders were motivated to commit white collar crimes for other reasons besides financial gain, money and greed. These motives included ego or a sense of entitlement, the opportunity presented itself and even fear of being fired due to lack of performance or not wanting to lose their current lifestyle. Competitiveness for being the most successful was also a stated reason. The motives for followers, who take the lead from someone more assertive to commit a white collar crime, are understandably at least partially based on their more passive or conformist nature. Bucy et al. explain that followers may choose to participate in white collar crimes because they put their faith in their leaders or alternatively they want a "piece of the action" to overcompensate for their sense of weakness and to raise their status. In some cases, followers may engage in work- or financially-related crimes because they fear there will be negative repercussions, such as being fired or having their health and safety threatened.

Some criminal psychologists also refer to the fraud triangle, developed by sociologist Donald Cressey, to explain motivations behind these types of crimes. It is based on the fact that if three factors are present an individual is tempted to carry out deceitful, financial acts. 

Take, Sanjay Kumar for example. Why would he do what he did. He was a CEO of a huge company called Computer Associates but added $3.3 billion to the revenue of his company that was unlawful. The man was fabulously wealthy and yet he risked his career, his family, his reputation and his wealth, for what. That is the thing we find hard to understand. But it is true that when you are rich some people just want to get even richer or is there some other deep motivation that we struggle to understand.

The most obvious reasons for this are as follows:

· Greed – Big business is seen as the land of greed. Just look at the UK bankers. But yet, these people risked more wealth than they stood to gain by their fraudulent actions. 

· Arrogance - 	Maybe, all that power and money makes them feel invincible and above the law. We have all seen some people like this if we watch films. Wall Street for example. 
· Evil – We can all imagine men in red suits looking like the devil. But does it describes their behaviour. I guess only if they kill or seriously hurt someone to protect their secrets does this one apply.

· Stupidity – All of these men cannot all be stupid. Take companies like Enron and WorldCom. These CEOs built huge, successful companies. This does not fit.

· Personality Disorder – Some of these men maintained their innocence to the end. Assuming that the legal system got it right then this could imply compartmentalisation. Which means that they didn't actually feel empathy for those affected by their actions. 

The truth is that there has been lots of research done on the subject and we have found out a lot but deep down could we still identify these people based on what we know about motivation. It would be nice if we could but history suggests we are a long way from that.














Question 2

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

When an individual commits a crime, they are committing an act in violation of the laws of the city, county, state, or country they are in, and may be prosecuted and punished according to the law. In a business there is a delineation between an employee who is a blue collar worker and a white collar worker. Blue-collar workers traditionally have manual jobs and work in places such as factories or as tradesmen. People who commit blue-collar crime, such as vandalism or armed robbery, tend to be on the fringes of society. They might be unemployed or in a poorly paid job and feel they have no choice but to engage in criminal activity to help them get by. White Collar workers are normally office staff. Their crimes are sometimes referred to as "paper crimes". A few examples of white collar crimes include wire fraud, forgery, embezzlement and more. Research has shown that in both white collar crime and blue collar crime. Both these crimes are generally committed in a business setting and are considered to be non-violent.

Street crime on the other hand is a loose term for criminal offenses taking place in public places. Crime on the streets of a city may include many other types of offenses, for example pickpocketing, the open carrying-on of the illegal drugs trade, prostitution in the form of soliciting outside the law, the creation of graffiti and vandalism of public property, and assaults. As a generic term street crime may include all of these, as well as offenses against private property such as the proverbial stealing of hub caps.

A primary difference between street crime and white-collar crime is the lack of violence. White and Blue collar crimes are typically committed in commercial settings. Criminologists have compared those convicted of white-collar crimes versus street crimes. Women, minorities and the poor are less likely to commit a white or blue collar crime.

Street crime and white and blue collar crimes are both intentional and devise a plan to affect someone negatively, other than yourself.  Generally, street crime is more violent in nature when compared to the white and blue collar crime.  However, it has to be said that white collar crime can have a more devastating effect financially and emotionally when compared to both blue collar and street crime.   

The penalties involving in white collar crimes and street crime tend to be the same sort of punishment and normally more steep than blue collar crime. Some examples of penalties or punishments for committing a white collar crime or street crime include “...large fines, home detention, community confinement, costs of prosecution, forfeitures, restitution, supervised release, and imprisonment” (Criminal Defense Advocates, 2008).  When comparing the two types of crime and taking a deeper look into a societal problem one must ask themselves, which crime affects society worse...white collar crime or street crime?

Street crime and blue collar offenders tend to come from a lower socio-economic status (generally speaking) when in comparison with white collar criminals.  According to the book, White-Collar Crime and Criminal Careers, it states “...unlike most street criminals white-collar offenders are often employed and may have conventional career histories.” (Weisburd & Waring, 2001).  

Street crime is intentional and most of the time well-planned ahead of time.  The offender often targets the right victim who is vulnerable and defence less; this assures the offender the victim will be submissive to their criminal act to avoid any potential harm to themselves.  White collar and blue collar crime are also intentional abut take place over a longer period of time.  
Street crime has safety concerns and white collar and blue collar crime have financial concerns. If people have families they need to support, since white-collar crime took their financial stability, the parent/guardian will do anything it takes to provide for their family; which can lead to committing street crimes in order to obtain an income or financial stability.  

White-collar crime is the root to most crimes committed in the United States.  For an example, if you have a financial stable family making well over their needed income and the wife/mother in the family commits a white-collar offense of bribery and corporate embezzlement; the family will have a high risk of being financially ruined.  The two spouses might then have to resort to burglary, robbery, or other street crimes in order to provide for themselves.  According to Su Epstein, “...certain ethnic or racial groups may get arrested or convicted more than others due to prejudices within the criminal justice system, however this is not an indication that the group commits more crime”, and this situation proves to be true within social class as well (Epstein, 2008).  Social inequalities exist within street crime, white collar crime, and how the offender is prosecuted.  Social class, gender, race, and ethnicity plays a large role in whether crimes are prosecuted fairly or whether the offender will receive a “break” and be let off the hook for the crime committed.  Inequalities still exist in street crime and white collar crime, but both are equally harmful to society and present a danger to society.  











Question 3

“Fraud is most common in organisations that have no controls, no trust, no ethical values, no profits and no prospects. Discuss this.

Statistics show that fraud is committed more often in organisations that have either poor internal controls or none at all. The chances of fraud increase if the employee is unhappy and the place is not a very nice place to work or the company is stagnating. In these cases the senior managers in the business need to have much stronger internal controls but in most cases will not have because even the senior officials may also be unhappy. 
In most companies, the ethical culture of the organisation is driven by the senior management's control environment ("tone at the top"), buy in from the company's Board of Directors and Audit Committee are also essential in promoting an ethical and transparent environment. But whether they are complacent or not interested then research proves in these companies fraud is more likely to occur. So it is clear that only good internal controls will help the company avoid fraud.

So on the topic of strengthening internal controls. According to the Committee of Sponsoring Organizations (COSO):

Internal control is broadly defined as a process, effected by an entity's board of directors, management and other personnel, designed to provide reasonable assurance regarding the achievement of objectives in the following categories: effectiveness and efficiency of operations, reliability of financial reporting and compliance with applicable laws and regulations. 

Internal controls should not be thought of as "static." They are a dynamic and fluid set of tools which evolve over time as the business, technology and fraud environment changes in response to competition, industry practices, legislation, regulation and current economic conditions. While no company, even with the strongest internal controls, is immune from fraud, strengthening internal control policies, processes and procedures definitely makes companies a less attractive target to both internal and external criminals seeking to exploit internal control weaknesses. 

Strengthening internal controls is seldom accomplished by enhancing one process; rather it involves a comprehensive review of the risks faced, the existing internal controls already in place and their adequacy in preventing fraud from occurring. An internal control review may be conducted corporate-wide or on a location by location basis, or broken down to the individual business unit level. Generally, a review of this nature involves an in depth examination of people, processes and technology. However, there are other intangibles your organization can not afford to overlook. 

The first part of strengthening internal controls involves changing the attitude some employees have towards auditors. While it is easy to view auditors as the police department's "Internal Affairs" group—whose sole responsibility it is to ferret out wrongdoing—identifying employees who are breaking the rules, personal and professional success is to be had by viewing auditors as key partners and allies in the battle against fraud. This is further reinforced as the auditor's role ensures that he or she is always at the forefront of corporate policies, practices, procedures, technology, new products and services, making auditors a valuable source of corporate information. Secondly, part of strengthening internal controls is simply a matter of defining, or clarifying, ownership roles and responsibilities. 

A common misperception among corporate employees is that internal controls are solely the responsibility of the company's Audit Department. While internal auditors measure the effectiveness of internal control through their efforts, they don't generally assume ownership. They assess whether the controls are properly designed, implemented and working effectively and make recommendations on how to improve internal control. According to the Institute of Internal Auditors, "responsibility for the system of internal control within a typical organization is a shared responsibility among all the executives, with leadership normally provided by the CFO." 

Internal Control objectives are desired goals or conditions for a specific event cycle which, if achieved, minimize the potential that waste, loss, unauthorized use or misappropriation will occur.  They are conditions which we want the system of internal control to satisfy.  For a control objective to be effective, compliance with it must be measurable and observable.

Internal Control objectives include the following:

1. Authorization - The objective is to ensure that all transactions are approved by responsible personnel in accordance with specific or general authority before the transaction is recorded.

2. Completeness - The objective is to ensure that no valid transactions have been omitted from the accounting records.

3. Accuracy - The objective is to ensure that all valid transactions are accurate, consistent with the originating transaction data and information is recorded in a timely manner.

4. Validity - The objective is to ensure that all recorded transactions fairly represent the economic events that actually occurred, are lawful in nature, and have been executed in accordance with management's general authorization.

5. Physical Safeguards & Security - The objective is to ensure that access to physical assets and information systems are controlled and properly restricted to authorized personnel.

6. Error handling - The objective is to ensure that errors detected at any stage of processing receive prompt corrective action and are reported to the appropriate level of management.
7. Segregation of Duties - The objective is to ensure that duties are assigned to individuals in a manner that ensures that no one individual can control both the recording function and the procedures relative to processing the transaction.

A well designed process with appropriate internal controls should meet most, if not all of these control objectives.

A recent “KPMG Fraud Survey” found that organizations are reporting more experiences of fraud than in prior years and that three out of four organizations have uncovered fraud. They provided the following list of internal controls to help prevent and detect fraud:

1. Use a system of checks and balances to ensure no one person has control over all parts of a financial transaction. 
2. Reconcile agency bank accounts every month. 
3. Restrict use of agency credit cards and verify all charges made to credit cards or accounts to ensure they were business-related. 
4. Provide Board of Directors oversight of agency operations and management. 
5. Prepare all fiscal policies and procedures in writing and obtain Board of Directors approval. Include policies and/or procedures for the following: 
6. Ensure that agency assets such as vehicles, cell phones, equipment, and other agency resources are used only for official business. 
7. Protect petty cash funds and other cash funds. 
8. Protect checks against fraudulent use. 
9. Protect cash and check collections. 
10. Avoid or discourage related party transactions. 
CASE STUDY

The case study could be one of two crimes.

First of all there definitely seems to be a case of unfair trading. He had tried to mislead consumers by claiming that he had experience in fitting luxury kitchens which he did not. 

There are regulations to protect consumers from unfair, misleading or aggressive selling practices came into force on 26th May 2008. The Consumer Protection from Unfair Trading Regulations 2008 (the CPRs) implement the EU Unfair Commercial Practices Directive. They introduce a general prohibition against unfair commercial practices, specific prohibitions against misleading and aggressive practices and a blacklist of thirty one practices that will be deemed unfair in all circumstances. The Government has also taken the opportunity to streamline and consolidate consumer protection legislation in the UK. The regulations amend the Consumer Protection Act and the Trades Description Act (amongst others) and revoke and replace the Control of Misleading Advertisements Regulations. These CPRs apply to business- to-consumer transactions and apply to advertising before, during and after the contract is made.

The general prohibition simply states that unfair commercial practices are prohibited. The wording is deliberately wide to catch any unfair practices that may be developed in the future. A practice is unfair if it fails to meet the standard of "professional diligence" (the standard of skill and care that would reasonably be expected of a trader in its field of activity) and it materially impairs an average consumer's ability to make an informed decision, causing him to make a decision he would not otherwise have made. This is clearly the case here.

In most cases, the average consumer will be taken to be reasonably well-informed, reasonably observant and circumspect. But where a trading practice is specifically targeted at a particular consumer group, the average consumer will be the average member of that group.

Misleading acts and omissions are also unfair commercial practices. In each case, the action or omission must cause or be likely to cause the average consumer to take a different decision. A misleading action contains false information or in some way deceives (or is likely to deceive) the average customer. Examples given in the act are providing misleading information about the main characteristics, availability or origin of a product, or false information about the trader himself (e.g. qualifications or awards). This last item appears to exist here.

From 1 March 2011, the Advertising Standards Agency (ASA) has new powers over UK company web sites and online marketing material. This article explains more about how a change in the powers of the ASA might affect your organisation's online strategy. Under current advertising laws, the Advertising Standards Agency can only monitor and take action over traditional forms of advertising. This includes billboards and adverts on television, as well as advertising in newspapers. Until now, however, it couldn't monitor the content of company websites. These rules are changing on 1st March 2011, giving the ASA the power to pass judgement on company websites and other online commercial promotion. This means that consumers will be able to complain to ASA if they feel a website features indecent, misleading or false content. The upshot of this is that the ASA will have the power to force companies to pay fines and change the content of their websites if they are found to be in breach of the rules, even if the content in question is not in the form of a traditional online advert.

The second crime could be Money Laundering because it is not clear where the sales money has actually come from.  Money Laundering allows a criminal to transform illegally obtained gain into seemingly legitimate funds. It is a worldwide problem, with approximately $300 billion going through the process annually in the United States. Those who commit the underlying criminal activity may attempt to launder the money themselves, but increasingly a new class of criminals provides laundering services to Organized Crime. Criminals want their illegal funds laundered because they can then move their money through society freely, without fear that the funds will be traced to their criminal deeds. In addition, laundering prevents the funds from being confiscated by the police.

Money laundering usually consists of three steps: placement, layering, and integration. Placement is the depositing of funds in financial institutions or the conversion of cash into negotiable instruments. Placement is the most difficult step. The easiest way to begin laundering large amounts of cash is to deposit them into a financial institution. But to disguise criminal activity, launderers route cash through a "front" operation; that in this case could be this man’s business.

Layering is the next step and this involves the wire transfer of funds through a series of accounts in an attempt to hide the funds' true origins. This often means transferring funds to countries outside the country that have strict bank-secrecy laws. Such countries include the Cayman Islands, the Bahamas, and Panama. Once deposited in a foreign bank, the funds can be moved through accounts of "shell" corporations, which exist solely for laundering purposes. The high daily volume of wire transfers makes it difficult for law enforcement agencies to trace these transactions.

The final stage of the money laundering process is termed the integration stage. It is at the integration stage where the money is returned to the criminal from what seem to be legitimate sources. Having been placed initially as cash and layered through a number of financial transactions, the criminal proceeds are now fully integrated into the financial system and can be used for any purpose.

There are many different ways in which the laundered money can be integrated back with the criminal; however, the major objective at this stage is to reunite the money with the criminal in a manner that does not draw attention and appears to result from a legitimate source. 

Both of these crimes are only suspicion. As a forensic accountant you would have to check for the facts. It could be the case that the trader is not guilty of any of these crimes. The proof is in the facts.
 
.
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