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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. 
	Q:1. Short questions: (21)
I. What is the difference between proactive and reactive investigations?

There are two categories when it comes to financial crime investigations, namely reactive and proactive. The main difference between the two, as their names imply, is associated with the initiation of the investigation cases. The former are usually reported by a victim, while the latter arise due to investigator’s own findings.

Reactive investigations, the traditional, post-mortem investigations are initiated after an incident has occurred and been reported. These can start with:
· reports from the general public;
· referral by other agencies/entities or persons;
· intelligence links to other crimes (linked series);
· re-investigation in the light of new information[footnoteRef:1]. [1:  Investigation process, College of Policing, https://www.app.college.police.uk/app-content/investigations/investigation-process/] 


Proactive investigations are conducted by investigators on their own initiative. While according to study conducted by Protiviti and the Economic Crime and Justice Studies Department at Utica College, most of the companies still rely on reactive rather than proactive approach[footnoteRef:2], with the significant amounts of data available due to digitalization, investigators are better able to leverage available information to detect patterns and spot any irregularities. According to the Association of Certified Fraud Examine​rs’ 2014 Report to the Nations on Occupational Fraud and Abuse, proactive data monitoring and analysis is correlated to 60% less costly and 50% shorter in duration fraud occurrences[footnoteRef:3].  [2:  White Collar Crime and Fraud Risk Survey, https://www.protiviti.com/US-en/insights/protiviti-fraud-risk-survey]  [3:  ACFE, Report to the Nations on Occupational Fraud and Abuse, p. 5, https://www.acfe.com/rttn/docs/2014-report-to-nations.pdf] 



II. Outline the major goals of an investigative plan.

The investigative plan outlines the “who, what, when, where, why, and how” of the investigation and serves as a guide to the investigating team[footnoteRef:4]. It should provide a framework within which investigation is carried out.  [4:  Coderre, D., Computer Aided Fraud Preention and Detection: Step by Step Guide, Wiley, 2009, p. 49-50.] 


The plan should identify:
· the stakeholders, suspected perpetrators and other people involved;
· what the investigation is trying to achieve – is it to find a perpetrator or reimburse a victim;
· the root cause of the incident – this might be difficult as many investigations begin on a mere suspicion of fraud taking place;
· the details of the incident;
· whether any laws or regulations have been violated;
· the amount of time the investigation will take and when final report will be submitted;
· areas of improvement – what needs to be done in order to prevent the incident from occurring again[footnoteRef:5] as well as what needs to be reevaluated in order to ensure that all unforeseen aspects of the investigation are accounted for; [5:  Gerard, J., Investigation Tip Setting Objectives, https://i-sight.com/resources/investigation-tips-setting-objectives/.] 


To summarize, the plan not only allows the audit team to plan the analysis, but also should provide the rationale for the investigation and outline the expected results.


III. Briefly describe the stages involved in preparing an investigative plan. 

In order to make the investigation more manageable and to mitigate a portion of wastage, pre-planning is needed. The fraud plan should list the specific objective of the enquiry and the details of the alleged or confirmed fraud incident, reason behind it and a summary statement of expected results.

When it comes to financial planning the fraud investigator needs to be prudent either when working for a private client or while employed by the state. The costliest portions of investigation need to be listed first and a cost-benefit analysis needs to be undertaken to identify their value among all other aspects of investigation. Some things, while may be providing immense return on the investment for one type of fraud investigation, might not be as valuable for a different case. Sometimes an alternative, which comes at a fraction of the price, might provide comparable value.

In regard to personnel planning, not only the number of, but also the type of human resources should be assessed. Sometimes subject matter experts and large teams are needed to understand the matter at hand, while some cases can be dealt with by significantly smaller teams. During the more complex investigations, it might be also important to pre-plan the order within which certain sub-sections will be conducted, so as to schedule the relevant people to be available at given time, rather to have them exclusively and superfluously engaged throughout the whole course of the investigation. On top of scheduling, prioritization might be also expected.

Last, but not least aspect I’d like to highlight is the technological aspect of the investigation. Most of the information is currently stored in computers or servers. During pre-planning, not only people familiar with retrieval and storage of data, be it physical or digital, must be taken into consideration, but also the way and location it will be accessed and stored, the way it is structured and what security measures need to be observed while handling it. Some of the records can be stored in a mainframe of a big corporation that will not approve to make a copy of it and take it off-site for examination. Furthermore, the timeframes may need to be observed as some data can span decades, while at the same time may prove to be only acting as a noise that will drown out the useful information.

The plan can be considered a living thing, a list of requirements in constant need of re-evaluation that will be updated and amended as required in the light of new evidence and unforeseen circumstances. While it will be eliminating or at least reducing a few hurdles, this is going to make sure that the investigation has less things to look after.

Q:2. Describe the three main areas of intelligence gathering process. (09)

The three stages of intelligence gathering are surveillance, database searches and trash collection.

Surveillance helps to discover assets or equity owned by the suspect or people close to them. By being observed, either by cameras or by investigators, the persons of interest, can reveal existence of bank accounts, properties or luxury assets, where the owner’s name is not specifically the one of the fraudster, but where they are the ultimate beneficiary.

By analyzing information stored in databases, it’s possible to better understand the circumstances and background of the case and also enhance the comprehension of already available information and documents. Databases are generally divided into two subcategories – private and public. Public databases, like Companies House register, are usually free of charge and often are provided by the governmental bodies. The former, are usually proprietary and come at a cost, while a portion of them is not available to members of the public and only to specially designated personnel.  

Lastly, trash collection, as peculiar as it may sound, is extremely valuable as frequently it reveals missing pieces of information that allow the investigators to connect the dots. A cinema receipt can confirm someone’s alibi, while a wire receipt confirmation from Cayman based bank can put spotlight on them and prove existence of an unknown bank account. While collecting this evidence, it has to be noted that the location of the source, usually a bin bag or waste container, is of extreme importance. Due to privacy laws, courts may consider information obtained while trespassing inadmissible, and the investigator may be held liable for intrusion of privacy. As long as the trash is not on a private property, it is perfectly fine to be searched through and it will not be considered privacy violation.
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