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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. A proactive investigation is an investigation that takes place as a result of the investigators findings.  The investigator would not wait to be notified that a fraud has taken place and takes action based on the evidence of Fraud.  On other occasions the investigator has a general suspicion of wrongdoing and looks for evidence of fraud by digging deeper into the matter.  Alternatively a reactive investigation would initially involve a report or complaint of fraud coming from investors, insiders, customers or auditors thus initiating the investigation, the investigator would need to be extremely careful with a reactive investigation as the reports may be exaggerated or unreliable and the alleged wrongdoer may well be aware of the investigation.

II. Solvability factors are the characteristics of a case that indicate how successful the investigation is likely to be.  A weighted system has separated out more solvable factors from less solvable ones, therefore an investigator can focus on the easy to solve characteristics.  An unweighted system will not have any separation therefore all factors are equally important.  The unweighted scheme is usually based on anecdotal data and will be specific to each agency.

III. Goal setting is the primary task of the investigator regardless of how the complaint has arisen.  The investigators first task is to identify the goals of the customer and the investigation.  For a criminal case this is fairly simple and would be the incarceration of the suspect or the reimbursement of the lost monies, however for a civil case the goals of the investigation may not be as clearly defined.  The investigator’s customer may also have unrealistic goals or certain expectations when they instruct the investigator to carry out the investigation, therefore it is important for the investigator to define obtainable results and acceptable outcomes.

IV.  The three major goals of an investigative plan would be – 

a) Focus – The investigative plan should be focused and consistent with the goals of the investigation.

b) Control – Financial Crime investigations can involve a lot of information, which can lead to duplication or leads being overlooked.  Therefore a carefully conceived plan will help manage this information and the investigation as a whole.

c) Adaptability – As financial investigations are ever evolving the investigative plan would need to be flexible and adaptable, otherwise a slight change could render the plan useless.  Changes in the circumstances surrounding the environment do not have to translate into changes in the whole plan.

V. When planning an investigative plan pre-planning is a way of avoiding reactive decision making, the stages involved are -

a) Financial Planning – The investigator will need to think of the costs of the investigation and where possible minimise costs.

b) Personnel Planning – The investigator will need to think of the staffing levels for the investigation as well as what experts will be required and at what stage they will be needed.

c) Technology Planning – The investigator will need to ensure he has the latest technology when planning the investigation.  Technological incompatibility may seriously hamper an investigation, differences in computer systems, video encoding systems and email may stop a simple investigation in its tracks.

VI. The three main areas of intelligence gathering are -

a) Surveillance – Surveillance of the suspect or victim may reveal valuable information and or facts regarding assets, banks accounts, property and other acquaintances, although documentation would then be needed to backup these visible surveillance observations.

b) Database Searches – Searches of public and private databases may contain valuable information.  Public databases tend to be cheaper and more useful for general information required.  Whilst private databases normally require a fee, but can save time if the investigator knows what he is looking for and wants specific information.

c) Trash Collection – People usually leave traces in Trash/Garbage of where they have been, evidence of purchases and frauds may be found. Their garbage may contain that valuable missing piece of evidence, and sometimes that final piece of evidence which completes the whole picture.

2.

a) Private Databases – These would be databases that are either owned by private corporations or governments, they will usually involve paying a fee or a subscription to access them, some private databases may only be available to the police.  An example of a private database could be credit reference agency databases of peoples credit scores or the DVLA database of what car registrations is registered to what individuals.

b) Public Databases – More and more information is now being made available on public databases, which can be searched free of charge.  However information can be tedious to find and may be found quicker and easier if a private database is used, which may require a cost to be incurred.

It is therefore a trade of between convenience and cost, and which route they use will need to be decided by the investigator and the customer.  An example of a public database would be an employers who is who staff database which could be accessed via the Internet and searched free of charge.

3.  Financial crimes are usually more complex than non-financial crimes; this is mainly due to the volume of information that must be analysed and the variety of different financial crimes that could have taken place.  For example in a non-financial crime such as a murder the investigator starts off knowing what crime has been committed and the results of their investigation would be simply to find out who committed the crime and why. 

In a financial crime the investigator or his client may only have a anomaly or intuition that a crime or fraud has been committed and will have to first investigate what crime has been committed before investigating proceeding to investigate potential suspects and their reasons for committing it.  Also the goals of the investigation may be more complex in a non financial crime such as murder, the goals would be to obtain a conviction against the suspect via the evidence obtained as a result of their investigation, whilst in a financial crime the goal may not lead to a criminal offence but a civil one or even the conclusion that no crime/fraud has been committed but merely a bending of the rules by a suspect or a justifiable explanation for the anomaly being investigated.

Case Study

1) The Pub owner’s self devised accounting system was missing the elements of a properly defined accounting system, these elements could have been – 

a) Identifying – identifying the financial and economic trends to provide a standard framework.

b) Measuring – measuring the pubs performance against this framework

c) Communicating – communicating the financial health of the pub based on the relevant data.

Should one of these elements be missing then Byron would have had trouble operating the system.  For example if Byron had an idea of the current trend of the finances for Pubs in his area and a framework he would have had a baseline to measure his figures against and know if his figures were close or way out from what they would be expected to show.  

Or maybe his figures were accurate but the communication aspect was missing so Byron fed the owner different figures from what he expected to see, thus making the owner jump to conclusions that funds were missing from the account.

2) Possible causes of the shortfall other than theft by Byron could have been -

a) Due to the owners system being on an accrual basis and Byron not understanding it and working on a cash basis.  This would mean that Byron could have several invoices listed on his accounting that he was still awaiting payment for so his banking would have showed a shortfall.  

The owner could have assumed this shortfall was missing cash, as the invoices would show up on Byron’s accounting but the cash would not be in the bank until the invoices were paid.

b) The description of the case mentions that the VAT return was due in July, Byron could have paid this immediately upon receiving it.  When the owner received the VAT invoice a few days later, he could have checked the bank to see that there were sufficient funds available to pay the invoice and jumped to the conclusion that there were funds missing and blamed Byron, not realising the VAT bill had already been paid.

c) As a Pub receives most of it’s income in cash Byron may have needed to make a trip to the bank to pay in the takings for say June/July.  The owner upon checking the bank balance prior to Byron visit to pay in the last months takings could have assumed there was a shortfall and without first investigating the situation with Byron have gone to the Police.
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