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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.	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. Sometimes the victim reports the crime only after the suspect’s employment has been terminated or he/she has left the organization; occasionally, however, the suspect is still working for the company and is unaware of the suspicions being harboured against him/her. Both these situations have their own set of problems and therefore have to be dealt with using different logistical approaches.
On the other hand, proactive investigation results from the investigator’s findings. The investigator does not wait for the aggrieved party to complain and initiates action based on the evidence of fraud. Sometimes, financial crime is discovered accidentally in the wake of a different fraud investigation, while on other occasions the investigator has a general suspicion of wrongdoing and finds evidence of fraud when he/she digs deeper into the matter.
II.	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. Stanford Research International’s (SRI) Felony Investigation Decision Model for Burglary and Robbery is an example of a weighted system. 
Unweighted systems however 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.	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. 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. The plan must be strong but sufficiently flexible to accommodate changes during the course of the investigation. It is possible to manage the flow of information and control the volume of evidence with an efficient plan. In order to have a sound investigative plan, focus, control and adaptability should be considered.
IV	The major goals of an investigative plan are as follows:
a.  Focus. An investigative plan should be focused and consistent with the goals of the investigation. This implies that warning signs and leads are not overlooked, and that there is no duplication of tasks.

b.  Control. 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.

c.  Adaptability. Financial investigations are ever evolving. They always grow, and sometimes even shrink, but they are constantly changing. Therefore, a good plan must be accommodating and flexible enough to adapt to these changes; otherwise, even a slight change will render the plan useless. The investigator will then have to hurriedly re-evaluate the plan, formulate a new one, or work with a temporary plan, which is never advisable.

V. 	The stages involved in planning an investigation are as follows:
a. Financial Planning. Investigators should be fiscally responsible and conserve their resources through preplanning because money is always scarce regardless of whether the investigator is working for a private or public  client. Therefore, compromises have to be made in order to minimize costs. The investigators need to identify potentially expensive issues beforehand in order to consider the alternatives while there is still time. 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. Forensic Accounting

b. Personnel Planning. Investigators need to determine the number of personnel that will be needed to conduct the investigation efficiently. It is desirable to pre-plan for staffing requirements, especially in long and complex cases. Obtaining help from experts is one way of identifying important personnel positions. Experts and consultants in the areas of accounting, securities and stocks, corporate governance and international financial transactions may be helpful to the investigation.

c. Technology Planning. Investigators need to ensure availability of technological equipment, software and experts on either temporary or permanent basis in order to achieve their result. Short-term or temporary investments would include rental equipment, such as a high-tech surveillance camera to monitor the suspect’s activities. Long-term investments would include purchasing the latest computer software or upgrading the equipment. While technological investments are usually pre-planned and evaluated with a cost-benefit analysis, short-term investments tend to be unpredictable.  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.	The three main areas of intelligence gathering are:
a. Surveillance. Surveillance of the suspect’s or victim’s actions may provide valuable information and uncover facts related to the following:
· Valuable assets (boats, cars, etc.) 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. Although these things are visible to everyone, they may not have traceable documentation; therefore, finding out about them early on in the investigation may help investigators in future negotiations. Surveillance may also identify key acquaintances who might be summoned for interviews and questioning.
b. Database Searches. Data have a number of uses, ranging from tracking people to predicting their buying preferences. Databases contain a vast amount of information without which the economy would be paralyzed. Every transaction that takes place in a market economy is stored as data somewhere. Databases are divided into two categories: public and private. 
i.	Private databases. These are databases to which access is restricted. They may include both government and commercial sources. 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.
ii. Public databases. These are less speedy but also less costly than private 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. 
c. Trash Collection. This job can be unpleasant and degrading as it literally means searching through someone’s trash in search of information; most people will avoid it as far as possible. It is, however, a very effective information-gathering tool because people are usually careless about discarding receipts, documents, personal items, etc. Even though these things may not at first appear meaningful, they may make a lot more sense in combination with other evidence and information.

2.	Private databases. 
· These are databases to which access is restricted.
·  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. 
· These are less speedy but also less costly than private 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.

3.	Financial crime investigations require more evidence and are more complex than most nonfinancial crime investigations. Therefore, understanding the process of investigation and minimizing errors is even more important in financial crime investigations. These investigations require the most skilled and experienced investigators. This unit will focus mainly on the stages involved in financial crime investigations, beginning with initiation, and then discussing planning, execution and reflection in detail. Fraudsters commit their crimes intentionally and they would ensure that the trails are not easily visible. It will require a critical analysis to gather adequate evidence. Some non financial crime investigations are also difficult to investigate like some medical investigations and murders. These however may have specific tests that can be carried out based on scientifically proven theories. Each financial crime is different from the other and the motives and method used will be different and hence will lead to volumes of evidence and employment of more complicated theories of evidence and may require special skills like sociology, anthropology and psychology. These disciplines provide special skills to deal with the psychology of a fraudster.


CASE STUDY
1.	The following could be lacking in the Pub Owner’s self devised accounting system:
a.	there was inadequate segregation of duties.
b.	arithmetic and accounting controls. 
c.	self auto updating of data once a transaction is captured.
d.	System security.	
e.	Non existence of transaction logs.

2.	Some possible causes of a shortfall might be:
	a.	Withdrawals by the owner that were not recorded.
	b.	Errors.
	c.	undervaluation of sales.
	d.	Bankings not captured in the accounting system.
	e.	Sales not recorded in the accounting system.
	f. 	System override by the owner.
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