[image: BOLC_Logo]Name: Anssar Mohammed Ahmed Siddiq
                                   Student ID: 1413
                                   Assignment No: 5


[image: BOLC_Logo]








	Student Name:
	Anssar Mohammed Ahmed Siddiq

	Student Number:
	1413

	Course:
	Diploma in Forensic Accounting

	Assignment No:
	5









1- Short answers:-
I. What is the difference between proactive and reactive investigations?
Proactive and reactive investigations are two methods used by investigators or auditors to investigate fraudulent transactions. The difference between these two methods is that the former is an initiative action and the latter is a reaction. Proactive investigation is conducted by the auditor regardless of any notification about a doubtful fraud. It takes place as a result of an investigator’s findings. Conversely, reactive investigation is initiated subsequent to the external notifications of the crime. The investigator takes a reaction according to the victim’s complain.
II. How would you differentiate between the weighted and un weighted solvability factors.
Solvability factors are the case characteristics which indicate the likelihood of the case to be successful in investigation. Weighted solvability factors are systems that rank solvability factors according to their importance, whereas un-weighted solvability factors consider all factors are importance. For example, in weighted solvability system, the investigator of a crime consider fingerprint factor more significant than the existence of a witness, but in un-weighted solvability system both are important at the same degree. Thus, I would differentiate between the weighted and un-weighted systems by the ranking of solvability factors according to their importance of successful investigation.
III. Goal setting and planning is very important for soundness of an investigative process. Why?
To attain a successful investigation, the investigator should place clear goals and effective plan. Setting the investigation’s goals is the responsibility of the investigator. Goals setting in criminal cases are easier and different from the civil cases. But, in both cases the ability of fraud investigators to efficiently and effectively pursue investigations depends on their consistency and their success in attaining investigative goals. The investigator should consider two main factors when setting the goals; obtainable results and acceptable outcome. He / she should discuss intensively these two factors with the customers, plaintiffs or victims. Thus, setting precise goals provide a solid foundation for the investigation to progress. 
Developing an efficient plan is the second phase of successful financial investigation. Investigator always face a problem of huge amount of information and data. These information cannot be arranged without a sound plan. The plan must be strong and, at the same time, flexible to accommodate changes during the course of the investigation. It should manage the flow of information and control the volume of evidence. 
IV. Outline the major goals of an investigative plan.
Generally, the investigator’s goal is to prosecute a case either civil or criminal. However, the goals of an investigative plan are:-
· To focus on the goals of the overall investigation and to be consistent with it.
· To maintain control over the investigation via conceived and strong plan.
· To sustain sufficient adaptability against changes in business environment and the overall investigation.  
V. Briefly describe the stages involved in planning an investigative plan.
Planning an investigative plan embraces three main stages; financial planning, personnel planning and technological planning. 
Financial planning: the investigator should be responsible of preserving financial resources of the investigation. This should be done in preplanning phase to avoid any scarceness in money. In this stage, compromises with customers are important to minimize costs. The investigator should determine all costs and alternatives at early time to avoid of being under pressure. Fulfilling customers’ expectations rely on finding alternatives to costly investigative tools. 
Personnel planning: staff requirement is an important issue when preparing for the investigation plan, especially in long and complex cases. This can be achieved by arranging proper personnel positions. In some cases there is a crucial need to outsource some experts and consultants, especially in some fields like securities, governance, international financial transactions and technology. Investing in diverse pool of expert is important when the required fields are beyond the investigators expertise.      
Technology planning: technological planning makes the investigation much more manageable and less detrimental. It encompasses preparing the technological expenditure budget and merging it into the overall investigation budget. When making technological planning, the investigator should consider compatibility issues between his / her technology and the defendant technology. Any incompatibility can cause more cost, effort and time. 
VI. Describe the three main areas of intelligence gathering process.
Intelligence gathering process involves surveillance, database searches and trash collection.
Surveillance: is an investigation or observation of the suspect’s financial condition and ownership. It provides useful information about the suspect’s ownership of financial and nonfinancial assets, such as balances in banks, properties, shares and bonds. This surveillance also include the suspect’s relatives. It is recommended that surveillance should be conducted as early as possible to provide a clear picture about the suspect and, thus, benefit in any future negotiation.     
Database searches: data base contains all information about any person including economic and financial transactions, such as purchases by credit and debit cards and other types of payments for goods and services. Investigators can benefit from databases to discover the suspect’s behavior and gain a clear picture via analyzing all information stored in database. Database are divided into two categories which are public and private.
Trash collection: is an effective way of information gathering and means searching through someone’s trash in search of information, such as receipts, documents, personal items, etc. This kind of information is important, especially when taken with other source of information. The investigator should be careful when searching in the suspect’s trash. He/she should specify the location of the trash and which one is lawfully allowed to search in. Trash collecting is considered a category of intelligence-gathering because people usually leave traces of where they have been, what they have been doing, their purchases, evidence of the frauds they have conducted, etc. in their trashcans.  
2- Write short notes on the followings:
· Private databases
· Public data bases
Private databases are restricted and can be accessed only by law enforcement personnel for legitimate purposes and in exchange for a fee. It includes information about real estate, telephone listings and uniform commercial code liens. Investigators can benefit from these databases via following the applied rules and regulations.  
Conversely, public databases involve information that is available for everyone. Several government departments and other organisations make their information public and free of charge. For example, property and tax assessment records can be accessed easily through the county clerk’s office. Corporate filings, civil and criminal histories and other such records are available at a nominal fee or free of charge. World Wide Web is another important example of public databases which have information about individuals and corporates. Although public databases contain huge amount of information which is available free of charge, investigators should be cautious and precise about their needs and selection of information.  
3- “Financial crime investigations generally result in higher volumes of evidence and more complicated theories of evidence than non-financial crime.’ Discuss.
Non-financial crime investigation has its own goals, strategies and methodologies. Although non-financial investigators use several tools and ways to achieve their objectives, they face different types of challenges.       
Having said that, financial crime investigations are more complex than non-financial crimes in terms of obtaining higher volumes of evidence and applying different types and complicated theories to organize evidence gathering process. Thus, it is crucial for a financial investigator to understand how to gather sufficient relevant evidence according to the theories of evidence in financial crimes. 
The heavy load of information in financial crimes and higher volumes of financial information make it necessary to manage the flow of these information and control the higher volume of evidence via efficient plan. The plan should focus on the goals of the investigation, so that financial investigator can gather the relevant evidence and ignore unrelated evidence. The plan also should maintain control of the investigation. A strong plan makes the flood of information less destructive for the investigation. Adaptability of the plan, on the other hand, is another important factor that a financial investigator should adopt. As the investigation is changed or improved, the plan and, consequently, the volume of evidence should be changed in parallel with the investigation as a whole. Lastly, an efficient plan considers revaluation and reprioritization of the evidence based on new facts of the investigation. 
According to the evidence theories, evidence collection is dependent on the investigation methods. In proactive investigation method, the investigator initiates the action according to the founded 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. 
Conversely, in reactive investigation approach, the investigator does not search for evidence unless he/she receives a complaint from a victim or other party that a fraud has been conducted. For example, an auditor may identify and report a discrepancy in a company’s accounts receivables and suspect that an employee has been stealing from the company’s accounts. A reactive investigative approach may entail collecting invoices, receipts and documents as evidence.
In addition, both proactive and reactive approach can be used in investigating digital financial transactions. Electronic systems always have sufficient audit trails, so that it is easy to link transactions to employees. However, when the investigator finds difficulties in assigning responsibilities of a specific fraud due to lack of network security, proactive and reactive approaches can be used simultaneously to overcome IT security and codes problems.        
On the other hand, surveillance technique may be useful for gathering evidence that might otherwise be hard to obtain. For example, surveillance may result in an employee being caught red-handed while engaging in the crime. 
To sum up, while non-financial investigation has its own challenges and difficulties, financial investigation is much more challenging and requires prompt control and evidence management. Proactive and reactive approaches are methods of investigations that a financial investigator adopts to overcome the challenges of financial crimes.   
Case Study:
In March 2005 Byron was offered a job as manager of a public house in Hampshire. He had many years’ experience in the pub trade but had never managed a pub before. He explained to the pub owner that he would need some help with book-keeping. The owner explained a system of record keeping and banking which he had himself devised. When the quarterly VAT return was due in July the owner checked the records and found that there appeared to be a substantial shortfall in the banking. He complained to the police and Byron was charged with theft of the shortfall and false accounting.
The forensic expert was instructed to review the accounting records and banking on behalf of the defence.
The expert gave his opinion of the elements required in a properly designed accounting system for a pub and highlighted the many serious deficiencies in the system devised by the pub owner and the difficulties that Byron would have experienced in attempting to operate it. He also pointed to a number of possible causes of the cash shortfall, other than theft by Byron. When the case came to court many of the points in this report were put to the prosecution witnesses in cross-examination. At the close of the prosecution evidence the judge agreed that Byron had no case to answer and he was released.
Keeping in view the above case answers the following questions:




What do you think could be lacking in the Pub Owner’s self-devised accounting system?
     Since the problem was a substantial shortfall in the banking, I think there is an important deficiency in the Pub Owner’s self-devised accounting system which is bank reconciliation. In any accounting system there is an automated bank reconciliation which reconciles the amounts recorded in bank statement with those recorded in accounting records, banks ledgers. At the end of a day, usually accountants reconciles the bank statement balance with the bank ledger and determines differences, if any. The difference between bank statement and ledger is due to actual transactions recorded in the ledger but not yet recorded by bank in the bank statement. This difference should be recorded by accountant at the end of the day and reversed at the second day after it is recorded by the bank. This material lack in the Pub Owner’s self-devised accounting system has led to substantial shortfall in banking.        
Give some possible causes of shortfall other than theft by Byron.
     The problem of shortfall in cash is related to cash inflow and outflow. Some possible causes of shortfall other than theft by Byron could be, but not limited to, actual expenses have been disbursed but not recorded by Byron. This causes the actual balance in bank statement to be lower than the bank balance in the ledger. On the other hand, when revenue is recorded by Byron in the accounting system, bank ledger, but not actually received in the bank, a shortfall is arisen in the bank statement. In both cases, the problem is essentially related to cash flow reconciliation. 
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