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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. 
	Question 1 

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. The investigator will react only when the crime has been reported by an affected party ie. employee, spouse, customer, stockholder, management or auditor. Whereas proactive investigations take place as a result of 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 they dig deeper into the matter. 

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

Solvability factors refer to those characteristics of a case that indicate how successful the investigation is likely to be. Identifying and discarding unsolvable cases leaves more time and resources for those cases that have a higher probability of being investigated successfully. 

Weighted systems separate the more solvable factors from the less solvable ones, recognising that not all factors are equally important in determining solvability. For example, the existence of a fingerprint at the scene might be more important in determining outcome than the availability of a witness. As a result, the fingerprint factor is weighted more heavily. The weights are determined in advance based on both statistical research and anecdotal experience. Stanford Research International’s (SRI) Felony Investigation Decision Model for Burglary and Robbery is an example of a weighted system.

Conversely, systems relying on unweighted factors 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 because it ensures the investigation process will be smooth, logical and efficient. Every investigation is unique depending on the specifics of the case, but the success of every investigation relies on the combination of skill, knowledge and a sound investigative process. Without a well-defined, efficient process even the most knowledgeable and skilful of investigators will fail to achieve a successful outcome. 

iv. Outline the major goals of an investigation plan 

A good investigation plan has three major goals: to maintain focus, control growth and promote adaptability. 

Focus – a strong investigation plan should focus your efforts in line with the goals of the investigation. A strong focus ensures that neither duplication of investigative efforts nor oversight of leads hampers the progress of the case. 

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. 

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. Changes in the circumstances surrounding the environment do not have to translate into changes to the whole plan, which is why the original plan must be adaptable. 

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

Financial planning – investigators should be fiscally responsible and conserve their resources through preplanning because money is always a scarce resource. Potentially expensive issues need to be identified beforehand in order to consider the alternatives because making decisions during the investigation is likely to involve spending more than necessary. The cost of an expensive investigation tool needs to be considered against its utility, if the cost exceeds its use an alternative needs to be found. 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. 

Personnel planning – after determining the scope and direction of the investigation, the next step is to predict 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 complex cases. Sometimes, certain financial transactions will be beyond the investigator to fully comprehend, therefore being able to obtain outside help will be important. In today’s high tech age it is common to face technology problems. It would be unreasonable and impractical to expect a financial investigator to be able to handle all kinds of technology problems therefore it is important to include a technology expert in the pool of diverse experts required for the investigation. Outside experts should be hired early on in the investigation in order to form a stronger, more focused plan. 

Technology planning – investing in the latest technology is a necessity, especially as the world is undergoing a digital revolution with everything becoming more computerised. 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. Technological incompatibility however small, can seriously hamper the investigation. Differences between computer operating systems of the investigator and the suspect, video encoding systems, electronic communication equipment etc. may stop a simple investigation in its tracks. Although planning may not completely eliminate the possibility of technological incompatibility, it will definitely go a long way towards mitigating the impact of such a situation. 

vi. Describe the three main areas of intelligence gathering process. 
· Surveillance – surveillance of the suspect’s or victim’s actions may provide valuable information and uncover facts on their valuable assets (boats, cars etc.), banks and financial institutions, homes, buildings and other real estate in the possession of the people relevant to the case. 
· Database searches – have a many uses ranging from tracking people to predicting their buying preferences. Every transaction that takes place in a market economy is stored as data somewhere. Because of this vast amount of information stored it is crucial that investigators access databases, analyse the information stored in them and piece this information together in order to gain a clear picture of their target.  
· Trash collection – literally means searching through someone’s trash in search of information. It is a very effective information-gathering tool because people are usually careless about discarding receipts, documents, personal items etc. 

Question 2 

Private databases

Private databases have restricted access which 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. 

Public databases

Public databases are less speedy but also less costly than private databases. Although most public databases are said to be free, convenience has to be compromised as it can take a considerable amount of time to search for the information you’re looking for. Public databases are invariably much more complex. The world wide web is the biggest public database in the world. People voluntarily put personal information on the world wide web which can be accessed by anyone depending on security settings on social media sites. Some people have their date of birth displayed on Facebook along with posts on vacation trips and important life events while employment history can be found on sites such as LinkedIn and organisations employee profiles. As an investigator, numerous search engines on the world wide web can be utilised for intelligence-gathering to provide an abundance of information on a suspect. 

Question 3 

All investigations share similarities however financial crime investigations are generally more evidence heavy and tend to have more complicated theories of evidence compared to non-financial crime investigations. There are two main reasons for this; firstly myriad permutations of fraudulent schemes exist. Financial crime investigations have some basic recurring themes however; the number of variations on these themes is limited only by the ingenuity of the suspects. What may initially appear to be a simple Ponzi scheme may mutate into something more intricate. A financial crime investigation that has fraudulent transactions hidden beneath layers of legitimate transactions is likely to require a lot more analysis and evidence gathered than finding a weapon in a non-financial crime. 

Secondly, the business world can be a very confusing place. Not only are new forms of business associations evolving constantly, so are things such as debt and equity instruments. It has only been recently that forms of association such as the limited liability company have gained universal acceptance. Likewise, the creation and evolution of different types of investment vehicles like real estate investment trusts is a never-ending process. 

Case Study 

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

The pub owner’s self-devised accounting system is likely to be a single-entry bookkeeping system which only records the “bare-essentials”. This system records the flow of income and expenses through the use of summaries in receipts and disbursements. The single entry system is not self-balancing because it does not include equal debits and credits to the balance sheet and income statement accounts. Without a self-balancing system it is common for mathematical errors to occur. It is likely that a regular reconciliation is lacking from the pub owner’s self-devised accounting system. 

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

Byron could be banking a different amount of cash then what was received and recorded as revenue for the day. For example, £1,000 was received in cash on Friday, instead of banking the full amount Byron deposited £900 and left £100 in the till for Saturday’s float. This would raise a discrepancy between the accounting records and bank statement. 

If Byron gave cash back on a card transaction that was incorrectly charged too much there would be a cash shortfall between the till tape and money in the till which could lead to the difference in accounting records and banking. 

There could be a bank clerical error or an honest recording mistake by Byron causing the difference between the accounting records and the bank records. 

[bookmark: _GoBack]Another possible cause could be a cash purchase where money is taken from the till for small unexpected purchases. In a single-entry system if Byron grossed the transaction up to record the correct amount of sales and record the expense purchase then the accounting record for sales won’t equal the cash banked. 
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