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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. SHORT QUESTIONS:

I.
High level and low level thieves can be differentiated by the amounts that they steal. High level thieves steal large sums of money while low level thieves steal small amounts of money. In addition to this, high level thieves are able to override and bypass internal control systems being used by an organisation but the low level thieves has little chances of overriding the existing internal control systems. Furthermore, the frequency of stealing is higher at lower level than at high level stealing. According to the Association of Certified Fraud Examiners (ACFE)’s Report to the Nations (RTTN), in 2008, executives stole an average estimated sum of £834,000 per fraud, managers stole about £150,000, and employees stole about £70,000. 

II.
 Frauds involving large sums of money are particularly committed by the following: 

(a) Long-term employees of the organization.

(b) High-income earners. 

(c) Males.

(d) People aged over 60.

(e) People with good educational backgrounds.

(f) People working in collusion with other perpetrators.

(g) People who have never been subject to criminal charges.
III.
Calculating Criminal. A calculating criminal is a criminal who tend to possess above-average intelligence, well educated and tend to be a repeat offender. They are also known as predators who are risk-takers and lack empathy or anxiety. They usually start their criminal activities later in life than other types of criminals. Their perception of success is determined by outsiders’ opinions rather than their own.

IV. 
The difference between Situation-Dependent Criminals and power brokers is that, Situation-Dependent Criminals commit the  majority of corporate crime without the motive of causing harm to others intentionally but are driven by situations while Power Brokers are powerful corporate criminals, who hold high positions in the organization, whose  financial crimes are generated by a dangerous combination of predatory traits and their positions in the organization, which they are able to exploit.

V. 
According to the fraud triangle, the following three conditions are present when a fraud is conducted:

a. Incentive or pressure - There should be motivation or incentive to commit fraud.

b. Opportunity- The fraudster should have the ability to carry out misappropriation of cash or organizational assets.

c. Rationalization and attitude - Justification for dishonest actions.

This can be represented diagrammatically as follows:
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OPPORTUNITY







      PRESSURE

VI.
 Gwynn Nettler’s perception about employees lying, cheating and stealing is that if people have experienced failure in their lives, they are more likely to cheat. 

If people have a low opinion of themselves and are disliked by others, they have a higher tendency to deceive. On the other hand, if people are impulsive, easily distractible, impatient and selfish people are more likely to be deceitful while those people who are afraid of being caught and of suffering punishment, i.e. those who have a higher perception of detection, are less likely to be tempted to cheat or deceive.

Middle/upper-class people are less likely to cheat than lower-class people, and intelligent people are more honest than ignorant people. He went further to indicate that the more people steal and cheat, the easier it is to do so. The level of motivation for an individual to commit fraud, lie or cheat depends on his/her needs. Greater stress and pressure to achieve objectives lead to more deceit and cheating. The motivation to deceive increases with the struggle and determination to survive. A variety of personal and organizational situations leads to people lying and deceiving.
VII. 
These motivations typically include the following:

a. Concealing the fraud as a loan as if it was intended to be paid back.

b. Taking advantage of vague and confusing clauses in accounting manuals that are open to various interpretations. 

c. Following and imitating what superiors do.

d. Justification through citing industry practices like receiving kick backs and gifts.

e. Non recognition of hard work where ones salary is not increased to match ones contribution to the company’s bottom line. 

f. Salary inadequate to cover basic and other family/domestic expenses.
g. Purporting to save the jobs of people in ones whole division by reporting fictitious profits through false and fraudulent entries in the books of accounts.

2.  White-collar crime (WCC) can be defined as the illegal act which is characterized by deceit, concealment, or violation of trust and which is not dependent upon the application or threat of physical force or violence. The profile of the white collar criminal reveals the following:

a. Is at least 30 years of age, or older.

b. Is more likely to be male (55%) than female (45%).

c. Maintains the appearance of having a stable family.

d. Has above-average education.

e. Is less likely to possess a criminal record.

f. Is psychologically healthy.

g. Holds a position of trust in the organization.

h. Has detailed knowledge of accounting systems and the loopholes in them.

i. Has prior accounting experience
In contrast, typical street criminal will more often use physical force, and there is no element deceit and concealment. This is also done by someone who is not part of an organisation at times. These may be violent and their level of education cannot at times be compared to that of the white collar criminal. The evidence is obvious and can be reported to the police soon after its occurrence. In WCC however, the identification of a victim is less obvious and the issue of reporting is complicated by a culture of commercial confidentiality to protect shareholder value. It is estimated that a great deal of white-collar crime is undetected or, if detected, it is not reported. 

Though only committed by a subgroup of WCCs, a tendency towards violence is not surprising considering many WCCs harbour the same deviant personality traits as conventional typical street criminals. Although fraud and murder are two distinct crimes, the personality traits of the offenders may be the driving force behind both crimes (Ablow, 2008). The same behavioral traits attributable to some WCCs, such as narcissism (pervasive pattern of grandiosity, a need for admiration, a lack of empathy for others, and a belief that one is superior and unique) and psychopathy, can plausibly be used to analyse violent WCCs given that these same personality traits are used to describe violence risk factors of non‐WCC offenders who murder. Although violent WCCs display narcissistic and psychopathic traits (Perri & Lichtenwald, 2010), these traits are not the cause of violence, rather, they are risk factors that have been empirically linked to violent aggression (Bushman & Baumeister, 1998). Other types of homicides, such as sexual homicides, parricides, contract killings, domestic homicides are counted and studied for behavioral patterns and offender characteristics facilitating statistical analysis (Douglas et al., 1992). Fraud‐detection homicides and violent WCCs who commit the crimes are not monitored, studied, and tracked in the same way as the street criminals.
3. 
Where there are no controls, no trust, no ethical values, no profits, and no prospect, the risk of fraud will be very high. All organisations has a certain level of controls, trust and ethical values. They can either be weak or strong. Weak internal controls, high levels of trust and loose ethical values presents higher opportunities for fraudsters. 

According to the stated profile of a white collar criminal, the criminal:

a. Holds a position of trust in the organization.

b. Has detailed knowledge of accounting systems and the loopholes in them.

c. Has prior accounting experience 

This therefore reflects that the perpetrators of fraud are usually able to circumvent the even the strongest controls that are put in place to prevent fraud. Fraud deterrence mechanisms and controls will never be foolproof ways of foiling fraudsters because people who have the intention, motive and opportunity to commit crime will find ways of exploiting the loopholes present in the  organization’s control system. Sometimes, collusion or human error leads to the fraud going unnoticed.

It is also impossible for auditors to investigate every single transaction, given time constraints; therefore, they have to make insightful guesses and assumptions based on the evidence they have gathered. As an auditor gains more insight into and understanding of a criminal’s mind, he/she will be better able to prepare and plan for the extent and scope of the audit. Mindful of the fact that clever people are capable of doing foolish things, and having understood the conditions surrounding the fraud, auditors choose specific transactions for further expansion and investigation. These transactions are the ones they believe will help them find the culprit and discover the manner in which the fraud was conducted. 

Therefore controls, trust and ethical values need to be continuously monitored to ensure they are maintained at adequate and acceptable levels in order to protect the organisation and reduce the level and exposure to fraud while ensuring profitability . 

Case study

1. 
The trader was selling fakes using someone’s trademark. A trademark is used to distinguish ones products from others. In the business world, it provides an identity that cannot be imitated by competitors. The trader would have infringed a registered trade mark as stipulated in the Trade Marks Act 1994.  If unregistered trade mark, the law of passing off would have been violated.

2. 
If sales were made without generating invoices or on cash, the investigation can be carried out by:

a. External confirmations. Confirmations can be made from the customers where the products were sold. The total value of the sales can then be obtained. The expert would therefore need the list of the customers and their addresses, phone numbers or email addresses to facilitate the successful follow up during the exercise. 

b. Cost of sales determination. The expert can also determine the cost of sales in order to obtain the total quantity of the products completed. Thereafter, this can then be reconciled with the inventory available in order to determine what was actually sold. If closing inventory is subtracted from the sum of total products completed and opening inventory, the difference represents the quantity of goods sold. The value will then be determined by applying the selling price of the products. 
c. Fair Value determination. The expert can also determine the fair value of the products sold to avert the risk of undervaluation. If the fair values are determined, then the prices can be adjusted accordingly and the actual value of the sales determined and hence the total revenue and the tax obligations will be established.




Student Statement:

By submitting this assignment, I confirm that this is my own work.

	Student Signature
	PAWANDIWA SIMUKA
	Date
	18 APRIL 2015


For Tutor / Assessor Use Only

	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	


   Assignment Cover Sheet











