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Assessment 5
1. Give short answers for the following questions:
i)What is the difference between proactive and reactive investigations?

Proactive  investigations takes 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 while Reactive investigations are typically initiated by citizen/victim complaints and are as a result of an external notification of 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.
ii) How would you differentiate between the weighted and unweighted solvability factors?
Weighted  systems distinguishes the more solvable factors from the less solvable ones. They recognise that not all factors are equally important e.g fingerprints found as physical evidence at the crime scene hold more weight than the existence of a witness (Testimonial Evidence) while Un-weighted solvability factors refers to systems that do not assign weight to factors, therefore all factors are equally important. They 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?
Goals provide a solid foundation for the investigation to progress. Therefore, if these goals are ill-defined, poorly designed, or unrealistic, the entire investigation is likely to be conducted in a haphazard manner and the investigative plan may not be executed properly.
iv) Outline the major goals of an investigative plan.
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: It is important to maintain control of the investigation.
c)Adaptability: Financial investigations are ever evolving. They are constantly changing and it must be flexible to adapt to these changes.
v)Briefly describe the stages involved in planning an investigative plan.
a) Financial Planning: Investigators should be fiscally responsible and conserve their resources through preplanning because money is always scarce regardless regardless of whether the investigator is working for a private client or for the district attorney’s office. Therefore, compromises have to be made in order to minimise costs.
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. Either scenario will leave the customer’s expectations unfulfilled.
b) Personnel Planning: After determining the scope and direction of the investigation, the next step is to predict 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. Seeking and obtaining help from experts is one way of identifying important personnel positions. Sometimes certain financial transactions and situations are beyond the ability of the investigator to fully comprehend; therefore outside help can be important in these cases. Experts and Consultants in these areas of accounting, securities and stocks, corporate governance and international financial transactions may be helpful to the investigation.
c) Technology Planning:  Investing  in the latest technology is a necessity especially as the world is undergoing a digital revolution and everything is becoming more computerised. Such investments, either  temporary or permanent, must be carefully planned.
vi)  Describe the three main areas of intelligence gathering.
a)Surveillance: The suspect’s action and activities can be monitored and may provide valuable information and open facts related to the following;
i) Valuable assets(boats, cars etc) owned by the suspect or people close to the suspect.
ii) Banks and financial institutions
iii) Homes, buildings and the real estate in the possession of the people relevant to the case.
All these helps to identify key acquaintances who might be summoned for interviews and questioning.
b) Databases: Data have a number of uses ranging from tracking people to predicting their buying references. Databases contain a vast information without which the economy would be paralysed. Every transaction that takes place in a market economy is stored as data somewhere. These transactions include using debit card, having a driver’s license renewed, paying for goods & services with credit card etc. Therefore 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: This is 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 make a lot of sense in combination with  other  evidence and information. Collecting trash and searching for information in it have long been valuable sources of evidence for journalists, police and investigators. People usually leave traces of where they have been, what they have been doing, their purchases, evidence of frauds they have conducted in their trashcans, which is why trash-collection is considered a category of intelligence-gathering.
2 )Write short  notes on the followings:
a) Private databases
b) Public databases
Private databases: This is a classification of intelligence-gathering under database intelligence gathering which access is restricted. These includes both government and commercial sources. 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: The world wide web(www) 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. If an investigator can gain access to such information on any suspect this may prove to be helpful. It is entirely likely that the suspect will take part in all this online activity.
3)’’Financial crime investigations generally result in higher volumes of evidence and more complicated theories of evidence than non-financial crime’’ Discuss this
Financial   crimes investigations usually require a heavy load of information. Investigators maybe 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 investigation. It is possible to manage the flow of information and control the volume of  evidence  with  an efficient plan.


Case Study
i)In my own opinion as a forensic expert/forensic accounting investigator, what could be lacking in the Owner’s self devised accounting system are as follows:
a) Lack of proper authorization
b) Lack of proper supervision
c )Lack of proper documents and records(e.g missing originals)
d) Lack of independent checks and balances
e)Lack of segregation of duties
f) Lack of physical safeguards for valuable assets(e.g intellectual property)
g) Inadequate accounting and information systems
h) Observations of management overriding existing controls
All these are effective internal control system or fraud control mechanisms which should have been established or designed by the owner to minimise the risk of financial fraud, white collar crime and corruption which would have made Byron the perpetrator to experience difficulties or broken down in attempting to operate it.

Note: Internal control system can be defined as a whole system of control, financial or otherwise established by the management in order to carry  on the business of the enterprise in an orderly and efficient manner, ensuring adherence to management policies, safeguard the asset and secure asset as far as possible and the completeness  and accuracy of the record.
ii) Causes of  shortfall  other than theft by Byron are as follows:
a )Failure to keep and maintain records
b) Refusal to make records available
c) Destruction of books and records
d )False invoices
e ) False applications
f) Back dated and post –dated documents and transactions
g )Concealment of records
h)  Unexplained variances between tax returns and underlying books and records
i) False ledger entries or alterations
j) Inaccuracies in Ledgers
k) False financial statements elements
l) Irregular unusual and missing source documents
m) Less than full disclosure
n) Fraudulent disbursements
o) Misappropriation of   inventory
p) Misuse of assets
q) Billing Schemes
r) Asset Misappropriation Schemes
s) Payroll Schemes
All the aforementioned are factors responsible for shortfalls. 
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