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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, 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 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 he/she digs deeper into the matter.

ii. How would you differentiate between the weighted and unweighted solvability factors.
Weighted solvability: 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. While unweighted solvability factors do not assign weight to factors hence 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 for the soundness of an investigative process. Why?

A fraud investigator’s first aim is to identify the complainant’s goal. For a criminal fraud investigation, this is fairly simple as the goal of the aggrieved party is to obtain reimbursement and/or the incarceration of the suspect. For a civil fraud investigator, this aim may not be as simple and clearly defined. Complainants are the investigator’s customers. They may be involuntary customers, but they expect obtainable and acceptable results from the investigation. They seek the help of fraud investigators and expect certain outcomes. Customers’ satisfaction depends on the extent to which their expectations are realistic and reasonable. Usually, rational expectations lead to satisfied customers. The more unrealistic the customer’s expectations (regarding the achievability of desired outcomes), the greater his/her
chances of being dissatisfied by the outcomes. It is important here to define obtainable results and acceptable outcomes.

Obtainable result: This is a result that might reasonably be expected considering the circumstances around which the investigation is being conducted together with the availability and the current state of technology. In a financial investigation, “current” refers not only to the existing level of technology but also to the foreseeable state of technology in the lifespan of the investigation. Financial investigations
usually have longer lifespans than the time it takes for new technology to emerge and for old ones to become obsolete. The discovery of new technology improves obtainable results.

Acceptable outcome: In a financial crime investigation, an acceptable outcome is the final outcome that might reasonably be expected considering the current state of the law. “Current” refers to the period of time delimited by the criminal acts in question. Simply put, it is the constitutional limitation against ex post facto laws. An acceptable outcome might include a punishment that did not exist at the time when the actual crime occurred but emerged during the lifespan of the investigation. The customer
might expect a more severe punishment than what was previously allowed by the law.

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, 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.

iv. Outline the major goals of an investigative plan.

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. 

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.

There are basically four stages involved in planning an investigative plan, namely; pre-planning, financial planning, personnel planning and technology planning

a) Pre-planning is a way of avoiding reactive decision-making in favour of anticipating all possible scenarios and devising a carefully deliberated reaction should certain operational compromises have to be made. Hasty decisions taken under pressure are often devoid of the depth and insight that a carefully planned course of action possesses. Investigators might determine and obtain all the support they may need throughout the investigation ahead of time so that they do not have to resort to ad hoc plans

b) 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 client or for the district attorney’s office. 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. Making important fiscal decisions under pressure is likely to involve spending more than necessary. The phone tap is a very thorough tool for investigative purposes. However, the investigator must consider its net cost in terms of money and the man-hours involved before taking a decision. All alternatives should be considered before employing such an investigative tool whose costs may exceed its utility. Investigations are often started in the hope that money will be made available eventually, but this never happens and the initial goals of the investigation have to be compromised. 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.

c) 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 and complex cases. 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 the areas of accounting, securities and stocks, corporate governance and international financial transactions may be helpful to the investigation. In today’s high-tech age it is very common to face technological problems, especially those concerning computer-based information; therefore, an expert in the field of technology would be useful. It is simply unreasonable and impractical to expect a financial investigator to be able to handle all kinds of scenarios. Sometimes these scenarios are beyond the scope of the investigator’s expertise, which is why it is so important to invest in a diverse pool of experts. These resources will benefit the investigation when it encounters issues as varied as computer security, cryptography, proprietary software, etc. Experts in technical areas are usually connected to security agencies or other law enforcement agencies. The integrity of consultants is always an issue because the investigators have to trust them with a lot of sensitive information, e.g. encrypted data; if the consultants are dishonest, this will seriously harm the evidence and the investigation as a whole. Therefore, trusting an independent source with crucial evidence is always a top concern. Regardless of the integrity issue, experts are always valuable assets as they help investigators save time. Usually, a well-trained investigator who has studied diverse subjects is able to solve problems without help but technical issues need relevant expertise. Outside experts should be hired early on in the investigation in order to form a stronger, more focused plan

d) Technology Planning- Investing in the latest technology is a necessity, especially as the world is undergoing a digital revolution and everything is becoming more computerized. Such investments, either temporary or permanent, must be carefully planned. 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. For example, after the investigator has identified the key areas that will require technological expertise, he/she will be able to predict the amount of money that needs to be invested in securing and analyzing all possible digital evidence. Technological incompatibility, however small, can seriously hamper an 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 eliminate the possibility of technological incompatibility, it will definitely go a long way towards mitigating the impact of such a situation. To sum up the discussion above, planning does not prevent investigative hurdles; it simply makes them much more manageable and less detrimental to the outcomes. The actual investigation begins once planning is complete. It begins by identifying witnesses, collecting documents, analyzing and assembling them into exhibits, and finally, if everything goes according to the plan, charging a suspect. This process requires patience, perseverance, basic police work, paperwork and intuition. The investigative process of dealing with a financial crime is similar in many ways to that of other types of crimes, although there are some fundamental differences that set financial crimes apart from others.

vi. Describe the three main areas of intelligence gathering process

The three main areas of intelligence gathering process are;

· Surveillance
· Database Searches
· Trash Collection

a) Surveillance-: Surveillance of the suspect’s or victim’s actions may provide valuable information and uncover facts related to 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. These transactions include using a debit card, having a driver’s license renewed, paying for goods or 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. Databases are divided into two categories: public and private
2 Write short notes on the followings:


a. Private data bases: 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.

b. Public data bases 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. 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.
Although most public data are said to be free, convenience has to be compromised. Whereas private databases can be accessed without difficulty if one is willing to pay and if one knows precisely what one is looking for, public databases are invariably much more complex. For example, let us suppose that an investigator wants to know whether the suspect owned any property in a particular state. He/she will have to conduct a county-by-county search of every property appraiser’s office, which can be a tedious job. On the other hand, commercial databases do not involve such effort, provided that a fee is paid. Therefore, there is a trade-off to be made between convenience and cost, and this choice has to be made by the investigator and the customer. The World Wide Web 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. People put personal information, such as pictures of family trips, vacations, important occasions, etc. on the Internet. If an investigator can gain access to such information on the suspect, this may prove to be helpful. In addition to such networking sites, there has been an increase in blog culture, resulting in a growing number of people expressing themselves on public forums. It is entirely likely that the suspect will take part in all this online activity and have a blog of his/her own.
Similarly, most organizations have their own websites online with employee/management listings and profiles. These websites can be accessed free of charge, and although some companies do not update their websites regularly, they are still very helpful sources of information. Numerous search engines can
be utilized for intelligence-gathering, and these may provide information on the suspect’s employment history.


3. “Financial crime investigations generally result in higher volumes of evidence and more complicated Theories of evidence than non-financial crime.’ Discuss this.

There are mistakes in every investigation. They may occur during planning, execution or judgement, and they influence the outcome of the investigation. Errors during the planning stage may cause cost overruns, while mistakes that occur during execution may result in a mistrial or even an acquittal. These mistakes might be avoided and their effects minimized provided auditors have a thorough understanding of all stages involved in the investigation 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.


Case Study:

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

The owner’s self-devised accounting system lacks compatibility with the operations of the pub which might be the cause of the preserved theft. Investing in the latest accounting software is a necessity, especially as the accounting profession is besieged with sophisticated EAP software’s like SAGE and SAP

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

a) Due to deficiencies identified in the self-devised accounting system it is possible that data may have not be captured properly 
b) It’s possible that Byron might have overstated sales while entering the numbers in the accounting system
c) Bryon’s limited experience in managing an entire pub even though he had experience in the pub trade must had role to play in the shortfall
d) Though not mentioned in the case study I doubt what was Bryon background in book keeping 
e) [bookmark: _GoBack]It was not mentioned if monthly bank reconciliation was carried by Byron during the period under consideration. 
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