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Assignment 5



1. Give short answers to the following questions.

i. What is the difference between proactive and reactive investigations?



Reactive investigations are typically initiated by citizen/victim complaints and are a result of an external notification of the crime. On the other hand, proactive investigations take place as a result of the investigator’s findings.

In case of Reactive investigations, the investigator will react only when the crime has been reported by an affected party, i.e. employee, spouse, customer, stockholder, management, or auditor whereas in case of proactive investigations, the investigator does not wait for the aggrieved party to complain and initiates action based on the evidence of fraud.



ii. How would you differentiate between the weighted and unweighted solvability factors?



Weighted systems separate the more solvable factors from the less solvable ones. They recognize that not all factors are equally important; for example, fingerprints found at the crime scene hold more weight than the existence of a witness. Statistical research and anecdotal experience determine weights in advance.

 	However Unweighted Solvability factors 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?



Goal-setting is the primary task of the investigator.  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. The ability of fraud investigators to efficiently and effectively pursue investigations depends on their consistency and their success in attaining investigative goals.



Developing a plan is the second task after defining the goals. It is almost impossible to conduct a financial investigation successfully without having a sound plan. Hasty decisions taken under pressure are often devoid of the depth and insight that a carefully planned course of action possesses. Investigators might determine and obtain all the support they may need throughout the investigation ahead of time so that they do not have to resort to ad hoc plans.



iv. Outline the major goals of an investigative plan.



The starting point of every investigation is the complaint, and the ultimate goal is to establish a case with a legal basis for investigation and a successful outcome.  A fraud investigator’s first aim is to identify the complainant’s goal which could be punishment for the fraudster, compensation etc.



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



All investigations begin with initiation and then proceed towards planning, execution, prosecution and, finally, reflection. These stages may overlap or become abbreviated in some cases; however, each stage determines the extent to which the investigation fulfils the interested parties’ expectations of it.



vi. Describe the three main areas of intelligence gathering process.



The three main areas of intelligence gathering process are:

a. Surveillance – Surveillance of the suspect’s or victim’s action may provide valuable information and uncover facts related to their valuable assets and suspicious activities if any.

b. Database searches - 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.

c. Trash collection - Collecting trash and searching for information in it have long been valuable sources of evidence for journalists, police and investigators. Sometimes garbage may contain the one missing piece of evidence that is required to complete the whole picture. People usually leave traces of where they have been, what they have been doing, their purchases, evidence of the frauds they have conducted, etc. in their trashcans, which is why trash-collecting is considered a category of intelligence-gathering.



2. Write short notes on the following



a. Private databases: 

Private databases include both government and commercial sources. The access to these databases is restricted. An example of a private database is a credit-reporting service such as Experian. 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.



b. Public databases:

Public databases are less costly than private databases, but they are less speedy. 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.  there is a trade-off to be made between convenience and cost, and this choice has to be made by the investigator and the customer.



Nowadays, more and more information is being made public as many government departments are making their databases available on the Internet free of charge. The World Wide Web is the biggest public database in the world. In an information age, a growing number of people all over the world have access to the Internet. People put personal information, such as pictures of family trips, vacations, important occasions, etc. on the Internet. If an investigator can gain access to such information on the suspect, this may prove to be helpful. 



3. “Financial crime investigations generally result in higher volumes of evidence and more complicated theories of evidence than non-financial crime.”  Discuss this.

Although non-financial crime investigations have their own set of challenges, financial crime investigations require more evidence and are more complex than most murder and non-financial crime investigations. Financial crime investigations usually require a heavy load of information. Investigators may be buried under volumes of financial information if they do not have a sound plan to manage it.

Financial crime investigations tend to get out of hand and multiply in terms of the information under consideration; therefore, it is very important to maintain control of the investigation. A carefully conceived plan helps manage investigations, and even though the flood of evidence and information is inevitable, a strong plan makes it less destructive for the investigation as a whole.



Case study

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

Accounting system not set up properly to meet the requirement of the business can create havoc. Following could be lacking in Byron’s self-devised accounting system:

· Cash collection during the day are not regularly deposited in the bank account

· No periodic reconciliation of bank and cash account

· No segregation of duties while posting the entries in the accounting system

· No daily Start of Day and End of Day balancing of the cash account

· Do not use ‘Hash totals’ for highlighting differences



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



Other than theft the shortfall in cash would occur due to mis-management of cash such as

· Cash collection were not being tallied against receipts to identify any discrepancies

· Cash collection were not being depositing in the bank periodically ( atleast daily or couple of times during the day in case of high volumes)

· Petty cash expenses were not being recorded and petty cash balances were not being reconciled periodically. The amounts involved in petty cash expenses are generally small but high in volume. If not recorded immediately and reconciled periodically, the differences keep increasing and it becomes difficult to account for them.

· Owner might be withdrawing money from the business and might not be recording it consistently. Personal and business expenses should be always segregated.
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