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

High level Thieves

This term is used for criminals who are high level managers of employees, who are able to override and circumvent internal controls. This type of criminal typically commits higher valued fraud than low level thieves.

Perpetrators of high value crime tend to be male, long term, high income employees. They usually have good educational backgrounds, work in collusion with others and have never been subject to criminal charges. 

As part of assignment 2, I wrote about Nick Leeson and Charles Ponzi. Both of these are well educated and held senior positions within their organisations. I have taken a closer look into the profile of one of these, Nick Leeson.

Nick Leeson – his profile as a high level thief.

Nick Leeson worked his way up at Bearing Bank to become the banks start Singapore trader, bringing in substantial profits from the Singapore International Money Exchange. 

Just turned 26, he was making fifty grand a year in salary and pulling down bonuses of pounds 150,000 a year.

In 1992 Leeson realised that his London masters had virtually no control over his activities. They were making so much money in the young Simex exchange through dealing in the futures business, that they were happy to leave an almost totally inexperienced young man in control of both the front and back offices, the buying and the documenting of all trades, of the entire Singapore operation.

But in 1994, his luck began to run out when the markets turned against him, the downturn accelerated by the economic impact of the earthquake in Kobe, Japan. 
By autumn that year, the losses stood at £208m. Leeson requested and obtained extra funds to continue his trading activities, as he attempted to extricate himself from the financial mess by more and more frenetic deals.

Towards the end he was demanding, and getting, virtually without question, tens of millions of pounds in cash transfers from his London office which he immediately began shovelling down the 88888 hole, losing it in fancy paper work, and then shifting it out into the wide blue yonder to meet margin calls on the huge numbers of contracts he was desperately making on the Nikkei Exchange. His crazy paperwork fooled Barings greedy directors that he was making massive profits while he was steadily bleeding their bank to death.

Alerted by the requests, his bosses carried out a spot audit in February 1995. They discovered that losses amounted to more than £800m, almost the entire assets of the bank. 
Barings faced collapse. 
Leeson had hidden the losses in an obscure account called Error Account 88888, which went to different managers from the house accounts.

Dozens of executives who were implicated in the failure to control Leeson resigned or were sacked.

Nick Leesons activities have been well documented and it’s clear that:
· he had significantly too much authority within Barings Bank
· there should have been internal controls to identify and then to prevent such losses from continuing 
· the request for extra funding should have been declined 
· Nicks seniority and success is likely to have contributed as his authority enables him to continue trading even though massive losses had already been made
· lack of controls played a significant part in the collapse of Bearings bank 


Low level Criminals

This term is used for criminals who are commit lower value fraud. These are more likely to be a standard employee rather someone with a high level of authority

Although the values are lower, there are more numerous low level frauds than high level. These are sometimes over looked or unreported compare to high level fraud which tends to be well documented and publicised. 

The profile of a low level criminal is described below:

1. Long term employees
2. Low income earners
3. Gender is not a factor
4. Aged 41-50
5. High school education
6. Working alone rather than in groups
7. Not been subject to criminal charges

Summary

There is a difference in terms of the typical characteristics between perpetrators of high level and low level fraud. 

The main differences which stood out for me is that high level are generally better educated and work in collusion with other perpetrators. 

Both high and low level fraudsters differ from other types of criminal profiles. 

This has been much discussed over the years, for example, in the infamous 1993 book “How to Stop Street Crime”, police chief Anthony Bouza writes “Street Crime is mostly a black and poor young man’s game”.


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

Perpetrators of high value crime tend to be:
· Long-term employees
· High income earners
· Males
· People aged over 60
· People with good educational backgrounds
· People working in collusion with other perpetrators
· People who have never been subject to criminal charges

Ironically, this profile is also aligned with the staff that companies place the most trust.

At times, companies need extra support from their staff. For example, iin the period between staff departing and new recruits joining becoming familiar with their new role or during difficult periods when staff may be temporarily laid off. 
It is long term employee’s who is often asked to help out. This may involve giving them extra responsibilities or compromising division of duties.

Given the current pressure on companies and difficult market conditions, it’s easy to see how fraud can creep into an organisation.


iii. Define the term ‘Calculating Criminals.’

Calculating criminals are usually predatory risk takers who tend to have above average intelligence. They are generally repeat offenders.

Calculating criminals lack empathy or anxiety. Human natures is such that if they can see that any act which damages the company is punishes, this acts as a deterrent. However, calculating criminals have little anxiety, so for them this is doesn’t prevent them from committing fraud.

Psychologists have conducted research and concluded that they lack self esteem and confidence. One of the motivations behind calculating criminals is wanting to fit in with others.

Example of a calculating criminal Dental fraud - Jayantilal Bhikhabhai Mistry. (Sourced from BBB website)

Most dentists are honest, ethical professionals who provide their patients competent and caring treatment.
A small but disturbing number of dentists, however, are dishonest. They exploit their position of authority to bilk trusting patients with useless and often painful treatment, and shady billing practices.
These dentists want to line their own pockets with insurance money.

A dentist from north-west London was jailed for claiming payments totalling £780,000 for work which was never carried out. Jayantilal Bhikhabhai Mistry, 67, from Willesden, was sentenced to three years and ordered to pay £50,000 in costs for fraud and false accounting.
Between 1997 and 2013 he routinely invented fictitious patients and forged their signatures. Mistry admitted the fraud and paid back the money in full.

The fraud was discovered by NHS Protect which found that in one case the address he had given as that of a patient in fact belonged to a branch of a bank.
Further enquiries found almost 300 patients' addresses that Mistry used did not exist.

Liz Wood, a counter-fraud specialist at NHS Protect, said it was "one of the largest crimes we've looked at carried out by an individual" and "he did virtually nothing for the NHS".
She said they estimated that the amount he claimed in payments could have paid for dental treatments for 4,000 people over the period in which he carried out the fraud.


Summary

The calculating criminal is dangerous because they are intelligent, educated, but mostly because they lack empathy. For the average person, an understanding of the impact that their actions may have for then, their families or their victims is enough to deter them from committing a crime.

For calculating criminals, their empathy or anxiety is low, so this prevention is not generally present.

In the above example, Jayantilal Bhikhabhai Mistry is well educated, has above average intelligence and repeatedly offended. He fit the typical profile for calculating criminals.

iv. What is the main difference between situation dependent criminals and powerbrokers?

Situation Dependent Criminals 

Corporate crime is usually committed by people driven by their own personal situations. They don’t usually want to harm others intentionally.

Example of a Situation Dependent Criminal – Anthony Parker
(Sourced from South Wales Argus website April 2016)

A Newport lecturer and self- styled consultant stole £10,500 from people he had promised to find jobs for avoided jail.

Anthony Parker,51, ran a social care course at a Newport colleage before deciding to set up his own recruitment company to help people find work in Canada. 
Through company VNT Consultancy which he ran with a business partner, parker promised to set up contracts with employers in Canada and then recruit people from the UK in exchange for money.

Although his intentions were initially honest, Parker kept talking people’s money even when the business started to fail.

He travelled to Canada in 2012 and despite signing no contracts with employers, falsified documents and made up the name of an employer. Parker also drew up false employment contracts for three workers. 

Parker pocketed the fees from his clients – including a Leeds-based company who referred him to potential workers – despite knowing that there were no jobs for the candidates.

Parker pleaded guilty to two counts of theft and was sentenced to eight months in prison suspended for 18 months.

His defense barrister, Stephen Thomas, said that Parker has been under a “great deal of pressure” when the crimes were committed and had been living in his car because of problems in his marriage”.

Judge Keith Thomas told Parker “You were honest at the outset but when it became clear that the task was more difficult you resorted to dishonesty and continued to pretend you were achieving success which you were not and producing false documentation to back up your claims.”

Mr Thomas, defending, added: “This was not dishonest at the outset. This was a legitimate, proper business. This is a man who is deeply remorseful for what he has done. He is deeply ashamed and is greatly sorry and he has apologized to all of his victims”

Power Brokers

Power Brokers are typical of the type of fraudster portrayed within the media and film industry. They are powerful corporate criminals, holders of senior positional within an organisation. They have personality traits similar to the calculating criminal and the situation-dependent criminal but have different motivation. Many Power Brokers are egotistically motivated. 

Definition of Power Broker (Sourced from Investopedia)

An individual who, through his or her connections, is able to influence the decisions of other parties. A power broker is typically an industry insider, and is familiar with other individuals and groups able to exert influence or make decisions. Power brokers may be elected officials, business leaders or individuals who are "connected". 

Example of a Power Broker Madoff (from Business Insider July 2014) 

Five years ago Sunday, Bernie Madoff was sentenced to 150 years in prison for running the biggest fraudulent scheme in U.S. history. Even now, only a few of his victims have since regained all of their losses.

A well-respected financier, Madoff convinced thousands of investors to hand over their savings, falsely promising consistent profits in return. He was caught in December 2008 and charged with 11 counts of fraud, money laundering, perjury, and theft.

Here's how Madoff conned his investors out of $65 billion and went undetected for decades:Charles Ponzi, the original Ponzi schemer Madoff used a so-called Ponzi scheme, which lures investors in by guaranteeing unusually high returns. The name originated with Charles Ponzi, who promised 50% returns on investments in only 90 days.

Ponzi schemes are run by a central operator, who uses the money from new, incoming investors to pay off the promised returns to older ones. This makes the operation seem profitable and legitimate, even though no actual profit is being made. Meanwhile, the person behind the scheme pockets the extra money or uses it to expand the operation.

To avoid having too many investors reclaim their "profits," Ponzi schemes encourage them to stay in the game and earn even more money. The "investing strategies" used are vague and/or secretive, which schemers claim is to protect their business. Then all they need to do is tell investors how much they are making periodically, without actually providing any real returns.

Ponzi schemes aren't usually very sustainable. The setup eventually falls apart after: (1) The operator takes the remaining investment money and runs. (2) New investors become harder to find, meaning the flow of cash dies out. (3) Too many current investors begin to pull out and request their returns. 

In Madoff's case, things began to deteriorate after clients requested a total of $7 billion back in returns. Unfortunately for Madoff, he only had $200 million to $300 million left to give.

Another reason Madoff managed to fly under the radar for so long (despite multiple reports to the SEC about suspicions of a Ponzi scheme), is because Madoff was a well-versed and active member of the financial industry. He started his own market maker firm in 1960 and helped launch the Nasdaq stock market. He sat on the board of National Association of Securities Dealers and advised the Securities and Exchange Commission on trading securities. It was easy to believe this 70-year-old industry veteran knew exactly what he was doing.

Madoff really only made off with $20 billion, even though on paper he cheated clients out of $65 billion, according to CNNMoney. That's hardly any consolation for his thousands of investors, the full list of whom can be found with WSJ here.
The 150-year sentence, more symbolic than literal, was followed by other convictions related to Madoff's scheme. In March this year, five of Madoff's employees were found guilty for their part in the Ponzi scheme. Most recently, Madoff's accountant and lawyer is also facing up to 30 years in prison for his role.

There are several other notable Ponzi schemes in history, including Allen Stanford's which stole $8 billion and Tom Petters' that cheated investors out of $3.7 billion. But as far as scale goes, Madoff wins by a landslide.

Summary

Although the press and movies focuses on outrageous white collar crime, the majority of white collar crime is committed by people who don’t want to cause hard, but are instead driven by their situation.

This appears to be the case for the example of a situation dependent criminal, Anthony Parker.

However the Power Broker is far more dangerous criminal. The combination of their position of power within an organsation and predatory traits allow then to conduct fraud on a massive scale.

The significant prison sentence which was given to Madoff, was symbolic to act as a deterrent to others.

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

The Fraud triangle by Donald Cressey

This was first identified by sociologist Donald Cressey. He recognised that there are three conditions that are likely to be present when fraud occurs. These are incentive, opportunity and attitude or rationalization. Where one of these is not present, for example, when robust controls take away the opportunity, the risk of fraud is significantly reduced. 

Each of these three situations is detailed below:

Incentive
This is financial or emotional force pushing towards the fraud. Financial pressure is reportedly the most common pressure that results in people committing fraud. The perception of a need or a pressure is the key factor. It does not matter whether the pressure makes sense to others or is based in reality. Individuals may be facing problems such as gambling, drugs, alcohol addiction, or extreme medical bills. Fraud motivators can also be nonfinancial. There may be high pressure for good results at work or a desire to cover up poor performance.  

Opportunity
This is the ability to execute fraud without being caught. Opportunity is the element over which business owners and managers have the most control. Fraudsters must first find an opportunity and then be able to use the opportunity. The opportunity to commit fraud is possible when employees have access to assets and information that allows them to both commit and conceal fraud.

Attitude or rationalization
Personal justification of dishonest action. Employees may rationalize their behavior by believing that they have genuine reasons for committing fraud. Researchers have found that the perpetrators of fraud are most often just ordinary people who think of themselves as otherwise morally upright, law-abiding citizens. Familiar rationalizations include making up for being underpaid or the company "deserves" to have money stolen because of bad treatment of employees, or replacing a bonus they believed was deserved but not received. A fraudster may convince himself that he is just "borrowing" money from the company and will pay it back soon. Some embezzlers tell themselves that the company doesn't need the money or won't miss the assets.

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

Criminologist Gwynn Nettler’s preseption (sourced from Explaining Criminals by Gwnn Nettler)

It is important to understand the profile of a typical fraudster, by type of fraud he/she has committed, in order to control and detect a fraud. In case of an asset fraud, the person is generally someone who was not suspected, oftentimes least suspected. The profile of white-collar criminals is very different from blue-collar criminals, or street criminals. This statement makes fraud even more difficult to inhibit or identify.




Who Commits Fraud?

According to the principles mentioned above, one might conclude that fraud is caused mainly by factors external to the individual that include financial, economic, social, and political factors, and poor controls. But, what about the individuals? Are some people more inclined to to commit fraud than others? And if so, is that a more serious cause of fraud than the external and internal environmental aspects as discussed earlier? Data obtained from criminology and sociology gives the same impression.

Start by making a broad view about people:
· Some individuals are honest all the time.
· Some individuals are deceitful all the time.
· Most individuals are honest some of the time.
· Some individuals are honest most of the time.

A study was conducted to ask employees whether they are honest at work. Forty percent said they would not steal, 30 percent said they would, and 30 percent said they might. A part from those overviews about people, what can one say about fraud committers? 

About Lying, Cheating and Stealing, Gwynn Nettler, suggests nine understanding regarding cheaters and deceivers. I have selected a sample of these below:

· People who have experienced failure are prone to cheat. 
· People who are thoughtless, capable of being distracted and unable to delay fulfilments are more likely to involve in deceitful crimes.
· People who have a sense of right and wrong (fear of anxiety and punishment; that is, awareness of disclosure) are more resistant to commit a crime.
· Intelligent people are more likely to be honest than uneducated people. Middle and elite-class people tend to be more honest than lower-class people.
· The easier it is to fraud and cheat, the more people will do so.
· Lying, cheating, and theft increase when people are under stress to attain important objectives.


The ways that are followed are:

· Personal variables (Skills/abilities, Attitudes/favourites, Personal requirements/needs, Morals/principles)
· Organizational variables (Type/scope of the job (meaningful work, Preparation/training provided, Credit/acknowledgment system, Significance of administration and management, Clarity of duties, Clarity of job-related objectives, Interactive trust, Motivational and moral environment)
· External variables (Amount of competition in the industry, General financial conditions, Social values)



Summary

Gwynn Nettler gives many perceptions of why people cheat. They are many and varied. 
Society view some reasons as more acceptable than others. For example, someone who commits a small value fraud to enable them to provide for their family is preserved differently to high value criminal who committed crimes for egotistical reasons. This is why the sentencing for different white collar crimes vary substantially.


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

The question rises; Why Do Workers Lie, Steal and Cheat on the Work?
There are 25 reasons behind employee crimes that are looked by authorities in white-collar crime (criminologists, sociologists, psychologists, auditors, risk managers, police, and security experts):

I’ve picked three of the 25 reasons and explored these ones further. 

Reason 1 - The employee thinks: ''everybody else cheats, so why not me?''

Example – MP’s Expense Scandal (Quoted from Wikipedia) 

The United Kingdom parliamentary expenses scandal was a major political scandal that emerged in 2009, concerning expenses claims made by members of the United Kingdom Parliament over the previous years. The disclosure of widespread misuse of allowances and expenses permitted to Members of Parliament (MPs) aroused widespread anger among the UK public and resulted in a large number of resignations, sackings, de-selections and retirement announcements together with public apologies and the repayment of expenses. Several members or former members of the House of Commons, and members of the House of Lords, were prosecuted and sentenced to terms of imprisonment.
It was announced on 5 February 2010 that criminal charges of false accounting were to be prosecuted against four parliamentarians, all later jailed. On 19 May charges were brought against two more, on 13 and 14 October 2010 two more faced legal proceedings. Three peers were suspended on 18 October 2010 due to their expenses claims.


Reason 2 - The employee doesn't know how to manage his/her own income so is always penniless and ready to steal.

Earlier we saw how the most common white collar criminal is situation dependent criminal. Particularly during difficult economic times, individuals may be driven to crime to provide for their families.
It is easier for people to rationalise white collar crimes if it enables then to provide for their families.

Reason 3 - People will steal and cheat the easier it is.

It has been found that given the opportunity, a significant proportion of people will steal. This is why restricting the opportunity for example, by segregating duties and having internal controls are a key part of fraud prevention.

In smaller companies, where an individual such as the accountant may have responsibility for many processes the risk of fraud increases. Given the resource constraints of small companies, it is difficult to minimise the risk of fraud.

Reason 4 – The employee wants to harm the company

Example – Gautrain Management Agency (GMA) (sourced from Destinyman Nov 14)

A former junior IT employee of the Gautrain Management Agency (GMA) was arrested yesterday on a string of charges including fraud, according to the Hawks 
The aggrieved employee was arrested for allegedly trying to steal up to R800 million from the GMA, reports EyeWitness News (EWN).
The company found that the 30-year-old had duplicated staff members’ financial records and accessed the bank account into which the salaries were being paid. The man was arrested on charges of fraud, corruption and contravention of the Electronic Communication and Transactions Act.
Hawks’ spokesperson Paul Ramaloko said the Hawks and the GMA arrested the man at his home in Ga-Rankuwa, north of Pretoria, early on Wednesday morning after a two-week fraud and corruption investigation.

His employment contract with the agency was suspended two weeks ago after the agency’s internal investigation revealed his suspected involvement in what would have been a loss of hundreds of millions by the GMA.
Gautrain management’s Barbara Jensen told EWN that the former employee was dismissed from the company two weeks ago for poor performance.
“He was dismissed but we didn’t know that the system could have been compromised,” she said.

Summary

There are many factors which motivate an individual is to commit white collar crime. The way in which an individual will react in a given circumstance is unique. 
								
Companies can introduce processes and checks to reduce the risk of fraud, but some motivating factors are easier to address than others. The below are examples of things which reduce the motivation of fraud:

· Ensuring employees are remunerated fairly
· Listening to employees and being sympathetic towards their personal circumstances
· Provision of free financial assistance for employees 
· Senior employees leading by example
· Communicating the risk and fraud policy and making it a “live” company policy
· Swift and legally effective punishment in real life situations
· Regularly assessing fraud prevention controls and segregation of duties policies and procedures

In the case of Gautrain Management Agency, this highlights the need to have procedures for staff departures and preventing their access to computer systems post employment. This risk increases for employees who leave on bad terms, or to join a competitor.


2. ‘The profile of a white -e collar or blue - collar criminal is different from other typical street criminal.’ Discuss this.

Crimes and criminals come in many forms.

When a 74-year-old Boston University calculus professor was arrested for running a meth lab, many people were surprised. Irina Kristy didn't seem like a criminal and certainly didn't seem like someone who'd be involved with drugs. She's an elderly, white, highly educated woman.

Earlier in this assignment I wrote about the infamous 1993 book “How to Stop Street Crime”, police chief Anthony Bouza writes “Street Crime is mostly a black and poor young man’s game”.

Though there are many different types of crimes, crimes and hence criminals generally fall into one of two broad categories, being Street criminals and White-collar criminals

Street Crime

When you think of crime, you most likely think of street crime. Street crime is any criminal offense that typically takes place or originates in a public place. There are many different types of street crime. Some types are violent, and some are non-violent. For example, crimes against persons are all crimes involving bodily harm, the threat of bodily harm or other actions committed against the will of the victim. Assault, battery, sexual assault, homicide, domestic violence and robbery are crimes against persons.

The profile of Street Criminals

The characteristics of street criminals include:
· More young people. The peak ages are 14 to 25 
· Significantly more likely male than female
· Below average or low intelligence
· Poor education
· Likely to possess criminal record
· May have psychological issues
· Likely to be unemployed
· Likely to be a repeat offender

Young people are more-likely to be involved in public drinking, clubbing, etc. may simply mean they are more-likely than the elderly to find themselves in an environment conducive to street crime.
After age 25 we see a steep drop in street criminal activity as people take-on new roles such as wage-earner, parent, spouse etc. The possibility of jail time becomes a relatively more-serious matter because of the impact it will have on the perpetrators life and responsibilities.
Young women commit fewer street crimes than young men because they are less-likely to have full-time paid work and more-likely to have full-time unpaid work within the home.

The profile of White Collar

The characteristics of white collar criminals include:
· At least 30 years of age
· More likely male (55%) than female (45%) 
· Has above average education
· Less likely to possess criminal record
· Is psychologically healthy
· Has prior accounting knowledge, systems and loopholes
· Holds a position of trust within the company

White collar criminals are likely to be over 30 years of age, and hold a position of trust within an organisation. Their prior knowledge of accounting, systems and loopholes enables them to take calculated risk for potentially large rewards. They often perceive the risks of being caught as low compare to the potential gain.

Summary

There are very different profiles between street criminals and white collar criminals. One thing in common is that both crimes are more likely to be committed by males.

Overall, white collar criminals are more calculated and planned in their approach to compare to street crime which is often more opportunist.


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

No controls

Controls are a key in reducing the risk of fraud. It has been demonstrated that if the opportunity is there, most people would consider committing a crime. By introducing controls, this limits the opportunities and circumstances where employees can commit fraud.

In the case of Madoff, and Nick Leeson, there was a significant lack of controls. Their senior roles allowed then almost limitless powers. Additionally a lack of understanding of their roles by others allowed their crimes to be hidden until the losses were massive.

No Trust

It is important that employees feel empowered and trusted. Too much trust introduces high risk, such as in the case of Nick Leeson and Barings Bank. However, a lack of trust can also make a company more prone to fraud.

Trust within an organisation is a balancing act.
I would enlist key staff members in assisting creating and assist with implementing fraud prevention procedures, to gain their buy in. This would show that the company trust and value their involvement in this important area.


No Ethical Values

It is imperative that senior figures demonstrate ethical values.

Earlier in this assignment I wrote about MP’s expenses. These senior figures acted dishonestly with public funds and demonstrated poor ethical values.
How can we expect benefit claimants, one of the main expenses for the UK Government, to be honest when the MP’s entrusted with running the country are their role models.
Poor ethical values effect how an employee feels about a company and their loyalty.

Example of Poor Ethical Values - Nestle

The World Health Organization found children in developing countries who fed on Nestle’s infant-formula had mortality rates five to ten times greater than that of breast-fed children. The problem was Nestle’s sinister campaign of appointing uniformed nurses to distribute the baby formula to poor mothers for free, long enough for lactating mother’s milk to dry up. The mother and child now became entirely dependent on Nestle’s infant formula, and since most of them could not afford the formula, they gave their children an insufficient quantity of the formula. The formula also required clean water, which most mothers could not access.

Nesle’s immoral dealings with third world countries may result in employees rationalizing their own white collar fraud.

No Profit

Problems not-for-profits encounter include:

· Low pay in the not-for-profit sector can cause employees to rationalize fraudulent behavior because they may think they could make more money at a for-profit company and therefore feel entitled to compensation that is not rightfully theirs. 
· A lack of segregation of duties, which is an important preventive control, because staffs can be small and resources scarce. 
· Accounting systems that don’t have robust abilities to limit access of employees to functions that are related to their own duties. 
· Susceptibility to management override of controls. 
· Reluctance by management to implement appropriately severe corrective controls because of a culture of forgiveness that can exist at not-for-profits.


Not for profits often have religious affiliations, and their missions often are to do good for less fortunate people. This do-good culture can make not-for-profits susceptible to placing a greater trust in their employees than for-profit businesses.

However, trust is not an internal control. As soon as there is unbridled trust, the environment is ripe for illegal activity. 

Not for profit organisations tend to have fewer and less effective controls than other organisations. For example, charity collectors often deal with cash which is vulnerable to fraud.

Generally not for profit organsations are small, so it is more difficult to segregate duties.
Dishonest individuals may be drawn to not for profit organisations for these very reasons.

No Prospects

If there is perceived to be no prospects within an organisation this can increase the likelihood of individuals committing fraud. They may see this as their only opportunity.

Summary

The fraud triangle shows us that motive, opportunity and rationalization are usually present in cases of fraud.
We know that motive and rationalisation are personal, subjective and that individuals react differently to a given situation. Companies are limited in terms of what they can so to reduce these.

However, there are lots of things companies can do to reduce the risk of fraud, including minimizing the opportunity.

High level manager are role models and they play an important part in creating a culture of trust, honesty and compliance. An organisations culture should be lead from the top, with buy in from employees.
Some types of organisations such as not for profit and ones which have low ethical values are more likely to encounter fraud.



[bookmark: _GoBack]Case Study

i. If the trader has actually committed the crime, what kind of crime it is?

The trader admitted to using photographs from books and magazines to give the impression on his website that he has experience of fitting luxury kitchens.

From the text I assume that the trader did not have the owner of the pictures permission. In this case, the images may be subject to copywrite.

Materials available on the web are protected by copyright in the same way as other media, though are much more accessible and easier to manipulate. It would be acceptable to include images and photographs downloaded from the web, provided that these are only for use in coursework, are suitably referenced and acknowledged, and do not exceed the Fair Dealing guidelines.
However in the case study given, the trader was giving the impression that it was his work. 

What is Plagiarism?

Many people think of plagiarism as copying another's work or borrowing someone else's original ideas. But terms like "copying" and "borrowing" can disguise the seriousness of the offense:

According to the Merriam-Webster Online Dictionary, to "plagiarize" means:

· to steal and pass off (the ideas or words of another) as one's own
· to use (another's production) without crediting the source
· to commit literary theft
· to present as new and original an idea or product derived from an existing source
· In other words, plagiarism is an act of fraud. It involves both stealing someone else's work and lying about it afterward.

All of the following are considered plagiarism:
· turning in someone else's work as your own
· copying words or ideas from someone else without giving credit
· failing to put a quotation in quotation marks
· giving incorrect information about the source of a quotation
· changing words but copying the sentence structure of a source without giving credit
· copying so many words or ideas from a source that it makes up the majority of your work, whether you give credit or not (see our section on "fair use" rules)
· Most cases of plagiarism can be avoided, however, by citing sources. Simply acknowledging that certain material has been borrowed and providing your audience with the information necessary to find that source is usually enough to prevent plagiarism. 


False Marketing or Advertising

When advertising to consumers, there are regulations in place to safeguard the 
consumer.

Advertising to Consumers

The Consumer Protection from Unfair Trading Regulations mean you can’t mislead or harass consumers by, for example:
· including false or deceptive messages
· leaving out important information
· using aggressive sales techniques

Advertising to Businesses

Advertising to businesses is covered by the Business Protection from Misleading Marketing Regulations. As well as being accurate and honest, you must not make misleading comparisons with competitors, that includes:
· using a competitor’s logo or trademark, or something very similar
· comparing your product with a competitor’s product that’s not the same

Regarding the case study example given, as previously noted, the trader admitted to using photographs from books and magazines to give the impression on his website that he has experience of fitting luxury kitchens. This in my opinion breaches Consumer Protection and/or Business Protection depending on the client base.

Ethics

It is not ethical to use photographs from books and magazines to give the impression of your work.

Summary 

The trader has used someone else’s work and used this to represent his own. This is plagiarism and is a type of fraud.

It is my opinion that other regulations such as Consumer Protection and/or Business Protection have been breached.

Ethically, he has advertised using false representation. This indicates that he may not be completely honest. If I was the tax inspector I would try to ascertain from other sources whether he had made sales. (see more details below)

ii. How can forensic expert investigate the case properly when trader could have sold the goods without generating any invoices or on cash?

Definition of 'Cash Transaction'

A transaction that is settled with cash on the same day as the trade. 

Risks Associated with Handling Cash

There are many risks associated with cash handling. Theft or misappropriation of cash may be assisted by the suppression, falsification or destruction of accounting records, or where no initial records are created at all.

Review Accounting Records

All sales must be recorded correctly within the accounts. If the trader is keeping accounts, the tax inspector should review these for information such as sales, debtors and cash.

Other information which may be useful to the Tax Inspectors Investigation

The tax inspector could inspect the workplace to look for evidence of kitchens being sold or fitted. Some suggestions are below:

· review stock orders
· compare stock movement in the period to stock received to identify if kitchen parts had been ordered that can no longer be located. This may indicate a reduction of stock due to kitchen sales
· if there are employees, check employees register and number of hours worked – what were staff working on?
· Interview staff (if there are any)
· review work schedules
· examine work diary 

There are specific scenarios which the Tax Inspector can investigate as detailed below:

Scenario 1 - Trader did not raise any invoice and was paid through a card or bank

The tax Inspector should check bank records for cash deposit from customers and also check card receipts relating to customer settling their accounts.

Scenario 2 - Trader did not raise any invoice and received cash. 

The Tax Inspector should:

· Review the bank account for cash deposits
· Identify cash on premises or at place of work
· Investigate petty cash levels
· Assess cash levels in tills and the safe

Scenario 3 - Trader raised an invoice but sold the goods on cash.

The Tax Inspector should:

· If accounts are available, he should review each invoice and see whether it is showing as a debtor within the accounts. If not, this shows that the debt has been settled and that the customer has paid.
· Review sales ledger
· Review debtors ledger
· Identify cash as detailed above (bank account, cash on premises, petty cash, cash in tills and safe)

Summary

Although the trader has told the Tax Inspector that there were no kitchens sold or fitted in the period, there are many other sources of information which can assist the Tax Inspector to identify whether this is in fact true.
Given the traders lack of transparency and honesty regarding advertising, I would be particularly suspicious.
Smaller companies and sole traders are likely to have few controls, and opportunity is one of the three risk elements of fraud.
As previously noted, cash is particularly vulnerable to fraud and tax evasion. The tax Inspector will need to use all available sources of information in his investigation.
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