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1- Short answers:-
I. You are an investigative officer, how would you differentiate between the high and low level thieves?
High and low level of thieves can be differentiated by several criteria and features. The following table summarize the difference between high and low level thieves:-
	COMPARISON BETWEEN HIGH AND LOW LEVELS OF THIEVES

	CRITERIA / FEATURES
	HIGHT LEVEL THIEVE
	LOW LEVEL THIEVE

	Magnitude of stolen money
	Large amount of money
	Small amount of money

	Frequency of fraud
	Less frequent 
	More numerous

	Level of employment
	High level employees, such as executives and managers
	Low level employees, such as cashiers, clerks and accountants

	Level of education
	High level of education
	Low level of education

	Gender
	Males
	Males and females

	Level of fraudster's income
	High income earners
	Low income earners

	Age
	Over 50 years old
	Between 40 and 50 years old

	Method of thieve
	Mostly within group
	Mostly alone



II. Give the profile of a typical criminal who commits more expensive fraud.
Typical criminals who commits more expensive fraud have many features. They are mostly male and have stable social life. They are matures; more than thirty years old; obtained higher level of education. They are psychologically healthy and less likely to possess a criminal record 
In terms of the profession, they hold a higher trusted position within the organization and are able to access detailed information in the accounting system of the organization as well as have sufficient experience in accounting and finance.
III.  Define the term ‘calculating criminals’.
Calculating criminals are predators. They tend to be repeat offenders, they have higher-than-average intelligence, and they are relatively well educated. They usually begin their careers in crime later in life than other criminals. These predators are generally inclined to risk taking and they lack feelings anxiety and empathy. They lack inner direction, self-confidence, and self-esteem and were motivated by their desire to fit in and be accepted. They also define success by others’ standards (T. W. Golden and others, A guide to forensic accounting investigation, 2006, John Willy and sons, Inc., P. 48).   
IV. What is the main difference between situation dependent criminals and power brokers?
Situation dependent criminals are ordinary people who commit crimes without the intent to harm others. They realize that their behaviour might be illegal but not harmful. They convince themselves that their actions are useful for the company and its members. 
In contrast, power brokers are corporate criminals who usually lead their enterprises successfully. They benefit from fraudulent actions on the expense of innocent people in their companies. Thus, they usually harm others. 
The difference between situation dependent criminals and power broker criminals is that the later harm others intentionally, while the former do not. Also, the power broker criminals tend to use different kinds of methods and have different motives to deceive than dependent criminals.   
V. What are the three situations that are usually present in fraud cases according to fraud triangle?
According to fraud triangle, there are three situations or conditions that are usually present in fraud cases. These are:-
· Incentive or motivation to commit a fraud. Although motivation to commit a fraud differs from a fraudster to another, it leads to exploit the available opportunity. 
· The opportunity. This is a second pillar of a fraud which enables the fraudster to commit a crime. It is considered the ability to carry out a misappropriation of cash or any other asset.  
· Rationalization. It is a justification of dishonest and criminal actions. The fraudster convince him / herself about the committed fraud by giving reasons and excuses.  
VI. Briefly describe the Gwynn Nettler’s perception about employees lying, cheating and stealing.
Gwynn Nettler’s classified factors that cause employees lying, cheating ad stealing into two main categories; personnel characteristics and the influence of business environment.
In terms of personnel characteristics, Gwynn explained that employees who are more likely to deceive are those who experienced failure in their lives, have low opinion about themselves and disliked by others, impulsive, selfish, impatient, ignorance and easily distractible.
On the other hand, employees who are less likely to deceive are those who have higher perception of detection and are from middle and upper class of people, intelligent and honest.
In terms of the influence of business environment, Gwynn described that people will more likely to commit fraud if they have motivation to do so and if they are under pressure. Employees will also deceive if they find it easier to cheat and lie (opportunity). In addition, employees will steal if a variety of personal and organizational situations lead to lying and deceiving (one important rationalization). In sum, employees will deceive if fraud triangle factors are simply available.  
VII. What are the typical motivations for a white collar criminal which persuade him to commit fraud?
Studies of fraud psychology propose that typical motivations for a white collar criminals, which persuade them to commit fraud, can be categorized into three main groups: financial motivations, competitive capitalism motivations, and corporate culture motivations.
Financial motivations vary according to a level of employment. A normal employee commits a fraud in order to meet his/her financial needs and obligations, such as payment of bills and other expenses. However, the financial strain of a senior manager might lead him/her to commit a fraud which is totally different from a normal employee.
Competitive capitalism, on the other hand, has a strong influence on people, especially those who are high power executives. The negative consequences of capitalism, which create competitive society and enlarge economic gap between poorer and wealthier people, motivate employees to commit financial crime and to consider themselves justified in doing so.
In addition, corporate culture is another factor that motivate financial criminals to commit fraud. When the norms and values of the corporates are adversely changed, employees and executives become more courageous to commit fraud. The change in general tendency of moral and ethical behavior by the overall corporate personnel contributes in justifiable financial crime.     
2- ‘The profile of a white collar criminal is different from other typical street criminal.’ Discuss.
White-collar crime is a chain of non-violent financial crimes committed by private or public sectors employees and officials, involving fraud, insider trading on the stock market, embezzlement, bribery, or other cheating and dishonest schemes. White-collar crimes essentially cause financial damage or loss rather than physical harm. 
Unlike white-collar crime, street-crime is a terminology to describe violent crimes that include kidnap, rape and murder. Since street-crime is always involved violence, the consequences of these kind of crimes are almost physical harm or damage. However, the financial injury of the street-crime cannot totally be ignored.
Based on these two types of crimes, the profile of white-collar criminals is different from the profile of other typical street criminals. While many studies investigated the characteristics of white-collar criminals, some others revealed the profile of typical street-criminals.         
According to KPMG’s analysis of 596 fraudsters member firms investigated in the period from August, 2011 to February, 2013 and published in October, 2013 in a report titled “Global Profile of the Fraudster, white-collar crime – present and future”, there are some of the key characteristics of white-collar fraudsters, which include:-
· Age: 70 percent of fraudsters are between the ages of 36 and 55.
· Employment: 61 percent of fraudsters are employed by the victim organization. Of these, 41 percent were employed there for more than 6 years.
· Collusion: In 70 percent of frauds, the perpetrator colluded with others.
· Type: The most prevalent fraud is misappropriation of assets (56 percent), of which embezzlement comprises 40 percent and procurement fraud makes up 27 percent. 
· The second most prevalent fraud is revenue or assets gained by fraudulent or illegal acts (24 percent). 
· When fraudsters acted alone, 69 percent of frauds were perpetrated over one to five years. Of these, 21 percent of the frauds incurred a total cost to the victim organization of $50,000-$200,000 and 16 percent cost a total of $200,000- 500,000. In 32 percent of these cases the cost to the victim organization exceeded $500,000, exceeding $5,000,000 in 9 percent of these cases.
· When acting in collaboration, 74 percent of frauds were perpetrated over one to five years. With regard to value, 18 percent of frauds had a total value of $50,000-$200,000. In 43 percent of these cases the cost to the victim organization exceeded $500,000, exceeding $5,000,000 in 16 percent of these cases.
· 93 percent of frauds were committed in multiple transactions. For 42 percent of these frauds, the average value per individual transaction was between $1,000 and $50,000.
· 72 percent of all frauds were perpetrated over a one-to-five year period (33 percent over one to two years and 39 percent over three to five years).
From the above study, the main features of the white-collar criminals are:
· Mature and have general life experience. 
· Employee and have long employment history.
· Committing fraud within their organization.
· Committing fraud by collusion with others.
· The most prevalent fraud is misappropriation of assets followed by revenue.
The most crucial feature is that almost all white-collar crime committed within the organization and rarely white-collar crime originates from outside the organization.  
With regard to street crime, several studies revealed the type 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. Other types of street crime include drug crimes, which are all crimes involving the manufacturing, possession, use or sale of illegal substances. Drug manufacturing and trafficking are popular activities of street gangs. Gang activity often involves property crimes and personal crimes.  
According to the Bureau of Justice Statistics and the FBI, most street criminals are:
· Young
· Urban
· Under-privileged
· Racial minorities
· Male
In conclusion, while white-collar criminals are socially upper-class persons, well- educated and executives within the organizations which all of these features enable them to commit fraud easily, the majority of street-criminals are socially lower-class people. Nevertheless, both kinds of criminals tend to destroy the overall society. 
3- “Fraud is most common in organizations that have no controls, no trust, no ethical values, no profits, and no prospect.” Discuss.
Fraud is generally committed within organizations that lack proper structure and effective governance scheme. The cornerstone of an appropriate structure is the maintenance of internal control system which basically relies on segregation of duties. The tendency of committing fraud increases intensely in a company that have one person performing more than one function. This strategy is apparent in small businesses where finance managers sign cheques and, at the same time, have access to accounting systems and custody of financial assets. Therefore, companies should realize that adopting effective internal control mechanism is the first step to minimize and, ultimately, avoid fraudulent behaviour. 
On the other hand, while blind-trust given to personnel is not recommended and certainly rises the likelihood of conducting fraud in any business, total lack of trust among employees is also a vital negative factor that leads to cheating behaviour and, thus, committing fraud. Therefore, a company should balance between spreading trust among employees and, at the same time, adopting the concept of accountability. Undoubtedly, this policy would contribute in enhancing the spirit of responsibility among employees.          
Moreover, a company should place and encourage ethical norms and values among employees and different levels of management. This would support the positive inner principles of people within an organization and, in turn, minimize the intent to cheat, lie and steal in jobs. Many sociological studies proved that wherever positive norms and values exist, the tendency of committing fraud is very low.
Empirical evidence suggests that fraud is more common in organizations that have negligible or no profits and no future prospect of prospering. Once an organization has a clear objective, strategies and plan to grow and, accordingly, accomplish a desired rate of profit, the behaviour of the organization’s executives and employees would be positively contribute in adding more and more and, therefore, working sincerely and faithfully. In contrast, in the absence of clear prospect and financial plan to attain an anticipated level of profit, disloyalty would be the sole concept that would remain in mind of employees and, consequently, affect the overall business adversely.           
Case study:-
The accounts of a trader were under tax investigation by the local tax office. He had recently begun selling and fitting kitchens using recycled materials, including pine dressers and cupboards, and the new website he had created to support the new service displayed some very impressive photographic results of his work.
The tax inspector (as part of her tax investigation into the accounts which had been submitted for the new business) had looked at the website and used the photographs to produce a costing exercise. It showed that, even based on a reasonable assumption that only four kitchens had been sold and fitted during the period, a far higher profit than that which had been declared would have been generated. She had therefore begun an investigation into the business’s and the trader’s financial affairs. Forensic expert was instructed to assist the trader in the enquiry.
Having reviewed the papers and met with the inspector the expert quickly established that the key to the investigation were the photographs on the trader’s website. He interviewed the trader who explained that he had not actually sold or fitted any kitchens during the period but had used photographs from books and magazines to give the impression on his website that he had experience of fitting luxury kitchens. After meeting with the trader, the forensic expert was fully convinced that the trader was right in his statement.
Keeping in view the above case, please answer the following questions:
1. If the trader has actually committed the crime, what kind of crime it is?
The trader has actually committed a crime. The type of crime is a situation-dependent crime. The trader did not intend to harm anyone and convinced himself that the fraud is innocent and immaterial since he would only publicize that he is expert in fitting kitchens.     
2. How can forensic expert investigate the case properly when trader could have sold the goods without generating any invoices or no cash?
In case of the trader could have sold the goods without generating any invoices or no cash, forensic accountant can determine the number of units sold by applying the following equation:-
Number of goods (units) sold during the period = number of finished units at the beginning of the period + number of units under process at the beginning of the period + number of units manufactured during the period - number of finished units at the end of the period - number of units under process at the end of period  
Then, the forensic accountant can determine the value of units sold by multiplying number of units sold, as shown above, by the unit price. 
This method is an alternative method and can be used by forensic accountant when it is not possible to rely on revenue records (i.e. invoices, bank statement ... etc.) to specify the income of the entity. 
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