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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. What is the difference between proactive and reactive investigations? 

Proactive investigations take place as a result of the investigator’s findings. The investigator does not wait for the aggrieved party to complain and initiates action based on the evidence of fraud.

Reactive investigations are typically initiated by citizen/victim complaints and are a result of an external notification of the crime. The investigator will react only when the crime has been reported by an affected party, i.e. employee, spouse, customer, stockholder, management, or auditor. 
ii. How would you differentiate between the weighted and unweighted solvability factors. 

Solvability factors refer to those characteristics of a case that indicate how successful the investigation is likely to be. Not all cases are solvable, therefore identifying and discarding unsolvable cases leaves more time and resources for those cases that have a higher probability of being investigated successfully.

Weighted systems separate the more solvable factors from the less solvable ones. They recognize that not all factors are equally important. Statistical research and anecdotal experience determine weights in advance.
Un-weighted systems do not assign weights to factors; therefore, all factors are equally important. The presence of factors determines whether the case will be investigated further or not. Unweighted schemes are usually based on anecdotal data and are specific to each agency
iii. Goal-setting and planning is very important for the soundness of an investigative process. Why? 

A fraud investigator’s first aim is to identify the complainant’s goal. Complainants are the investigator’s customers. Customers’ satisfaction depends on the extent to which their expectations are realistic and reasonable. Usually, rational expectations lead to satisfied customers. The more unrealistic the customer’s expectations (regarding the achievability of desired outcomes), the greater his/her chances of being dissatisfied by the outcomes. It is important here to define obtainable results and acceptable outcomes.


iv. Outline the major goals of an investigative plan. 

The ability of fraud investigators to efficiently and effectively pursue investigations depends on their consistency and their success in attaining investigative goals. Goals provide a solid foundation for the investigation to progress.

The investigator should educate the customer about obtainable results and acceptable outcomes (see below), and both should try to reach a middle ground regarding their expectations of the investigation. Goals might be identified and defined more clearly once common expectations have been established. In this way, the investigation’s progress and the acceptability of the outcome might be evaluated more easily and objectively.

Obtainable result: This is a result that might reasonably be expected considering the circumstances around which the investigation is being conducted together with the availability and the current state of technology.

Acceptable outcome: In a financial crime investigation, an acceptable outcome is the final outcome that might reasonably be expected considering the current state of the law.

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

1. Scope and direction of the investigation; See (iv)

2. Financial planning; investigators need to identify potentially expensive issues beforehand in order to consider the alternatives while there is still time. All alternatives should be considered before employing such an investigative tool whose costs may exceed its utility. Failure to find alternatives to costly investigative tools means either that the stated objectives of the investigation will not be achieved or the money spent will exceed the budgeted amount. Either scenario will leave the customer’s expectations unfulfilled.
3. Personnel planning; predict the number of personnel that will be needed to conduct the investigation efficiently.
4. Technology planning; Anticipating the technological requirements of a case means planning the expenditure on technology and evening out its impact on the overall budget of the investigation.
vi. Describe the three main areas of intelligence gathering process.

The three main areas of intelligence gathering process are surveillance, database searches and trash collection

Surveillance of the suspect’s or victim’s actions may provide valuable information and uncover facts related to the following: 
· Valuable assets owned by the suspect or people close to the suspect. 
· Banks and financial institutions. 
· Homes, buildings, and other real estate in the possession of the people relevant to the case.
Database searches; databases contain a vast amount of information. Therefore, it is crucial that investigators access databases, analyze the information stored in them, and piece this information together in order to gain a clear picture of their target.
Trash collection; Collecting trash and searching for information in it have long been valuable sources of evidence because people are usually careless about discarding receipts, documents, personal items, etc.

2. Write short notes on the followings:

Private databases have restricted access. They may include both government and commercial sources. Private databases can store a variety of crucial information such as data related to real estate, telephone listings, uniform commercial code liens, etc. Individuals might access private databases in exchange for a fee, while some information can only be accessed by law enforcement personnel for legitimate purposes.  

Public databases; Nowadays, more and more information is being made public as many government departments are making their databases available on the Internet free of charge. Corporate filings, civil and criminal histories and other such records are available at a nominal fee or free of charge. 
Although most public data are said to be free, convenience has to be compromised. Whereas private databases can be accessed without difficulty if one is willing to pay and if one knows precisely what one is looking for, public databases are invariably much more complex. On the other hand, commercial databases do not involve such effort, provided that a fee is paid. 
3. “Financial crime investigations generally result in higher volumes of evidence and more complicated theories of evidence than non-financial crime.’ Discuss this. 

I agree to the statement that financial crime investigations result in higher volumes of evidence, because to arrive at the root cause “the papertrail” is to be followed. Transactions are based on recordings (for example journal entries), which can be followed to the source. In this perspective, all related documentation is required to be recorded as evidence, resulting in higher volumes. 

Case Study

Consider the above case while answering the following questions:

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

A control mechanism. 

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

In accordance to the fraud tree by the ACFE (I hold a CFE credential) consists out of the major areas corruption, asset misappropriation and financial statement fraud. The case indicates in the direction of asset misappropriation, however the investigation excluded theft of funds by Byron. I would consider to look into the possibility of billing schemes; non-accomplice vendors.
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