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Hi, 

Interesting questions! 

Let’s take a closer look through discussion and example.

1. Do the company's actions fit the definition of a crime? 

2. If so, what kind, a felony or a misdemeanor? Why or why not? When one thinks of crime, it's usually with individuals in mind. However, companies commit crimes too. Review the articles below and respond to this question, citing the articles you reviewed:

These questions are straightforward.  It asks you to read the articles below by clicking on the following links, and then answering the above questions for each company. 

Let’s take a closer look through discussion and example. 
Articles: 

a. Ex-WorldCom Chief Ebbers Convicted of Fraud (http://accounting.smartpros.com/x47410.xml ) 

b. Reliant Energy Services, Inc. and Four of its Officers Charged With Criminal Manupulation of California Electricity Market (http://www.fbi.gov/dojpressrel/pressrel04/energy040804.htm) 

c. This US Department of Justice opinion might be useful to you: Principles of Federal Prosecution of Business Organizations (http://www.usdoj.gov/dag/cftf/corporate_guidelines.htm) 


Articles are attached. 
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Ex-WorldCom Chief Ebbers Convicted of Fraud.htm  View File
Federal Prosecution of Business Organizations.htm  View File
Press Release - Department of Justice - April 8, 2004.htm  View File
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1. Do the company's actions fit the definition of a crime?
The companies’ action fit the definition of crime.  

For example, crimes are acts or omissions that are in violation of law. The legal definition of crime is this: a crime occurs when someone breaks a criminal law (http://www.legal-definitions.com/crime.htm).  Each state in the United States, as well as the federal government, maintains a body of criminal laws. As populations have increased and personal interactions and business transactions have grown more complicated, criminal laws have likewise grown in number and complexity. Most jurisdictions codify criminal statutes in a separate section in their laws. However, some crimes are placed in chapters or titles outside the designated criminal code. Generally, criminal laws are divided into several broad categories: offenses affecting public order, health, and morals; offenses involving trade, business, and professions; and offenses against the family. These categories often overlap. Juveniles and minors generally receive special treatment under criminal statutes (see further details on each at http://www.answers.com/topic/crime). 
Thus, both cases clearly fit the above definition of crime. For example, the first article deals with accounting fraud (WorldCom), which is an offence involving trade, business and professions, and thus fits with the above definition (act of fraud).  For example, the conviction comes more than two years after an internal auditor began asking questions about curious accounting at WorldCom, touching off a scandal that eventually unearthed $11 billion in cooked books. http://accounting.smartpros.com/x47410.xml
In the second article, Houston-based energy company Reliant Energy Services, Inc. and four of its officers have been charged in connection with a federal criminal investigation of the manipulation of the California energy markets, which was announced in the Press Release of the Department of Justice http://www.fbi.gov/dojpressrel/pressrel04/energy040804.htm.  Therefore, this is an act that is in violation of law, which fits with the definition of a crime.  
2. If so, what kind, a felony or a misdemeanor? Why or why not?

In part, it depends on the court’s judgment. 

A Felony is one of several grave crimes, such as murder, rape, or burglary, punishable by a more stringent sentence than that given for a misdemeanor. It is any of several crimes in early English law that was punishable by forfeiture of land or goods and by possible loss of life or a bodily part. http://www.answers.com/felony 

In the United States a misdemeanor usually is an offense that may be punished summarily by fine and by imprisonment for less than a year. Commission of a misdemeanor does not cancel citizenship or subject an alien to deportation. In some states of the United States certain minor law violations are not even classified as misdemeanors, e.g., traffic offenses and breach of municipal regulations. http://www.answers.com/topic/misdemeanor
Thus, within this definition framework, what would you classify Ex-WorldCom Chief Ebbers fraud charges, a felony or a misdemeanor?  Perhaps the fraud charges “cooking the books” seems less serious, but it swindled many stockholders out of their money. However, both companies involve forfeiture of goods (money) from other people.  In both examples, many stockholders were swindled out of their money. However, going by the severity of the punishment, the WorldCom case seems to be considered a misdemeanor by the courts.  However, the second example (Reliant Energy Services) was a criminal investigation, so it should be considered more serious than a misdemeanor, and thus a felony. 

However, it seems that the courts are not taking corporate “white” collar crime as seriously as they ought as illustrated in the potential sanctions below, where the court has much leeway to define it as a misdemeanor instead of a felony as it ought to be:  

If convicted, the maximum penalty for the corporation, Reliant Energy Services, for each count of conspiracy and wire fraud is the greater of $500,000, or twice the gross gain or gross loss to the victims of the scheme, and up to five years probation. The corporate maximum penalty for commodities manipulation is the greater of $1 million, or twice the gross gain or gross loss to the victims of the scheme, and up to five years probation. The maximum statutory penalty for the individual defendants charged with a violation of conspiracy to commit wire fraud and commodities manipulation and with each violation of wire fraud is five years imprisonment and a $250,000 fine, or twice the gross gain or gross loss to the victims of the scheme. The maximum statutory penalty for a violation of commodities manipulation is five years imprisonment and a $500,000 fine, or twice the gross gain or gross loss to the victims of the scheme. However, any sentence following conviction would be dictated by the Federal Sentencing Guidelines, which take into account a number of factors, and would be imposed in the discretion of the Court. http://www.answers.com/topic/misdemeanor
Thus, it is often in the hands of the court, a fine and probation (misdemeanor) or five years imprisonment, plus a fine (felony).

Is this how you see it?  
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