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Question 1.1

In what way do the effects of crime influence the economy?

It is very clear that crime influences our economy but understanding the effects of how it does this is not so easy. Microeconomic studies is the term used to study the effects of crime on consumers and organisations. This is opposed to macroeconomics which is more concerned with the effect of crime on communities at local or regional, national and international levels.

The starting place for looking at the effects on our economy is by looking at what effect it has in terms of a financial burden on taxpayers and governments. This is because increased crime normally means increased needs for police, our court system and our prisons. Over recent years we hear on the news that our prison system is overloaded and I can see the proof of this in the fact that a new ‘Super Jail,’ is being built in Wrexham, where I live and is actually only two hundred yards from my office.

Organised crime has demonstrated an increasing ability to adapt to changes in our political and economic arena’s, especially in recent years. Over the past few decades, criminal organisations have increased their sphere of action, perpetuating a vicious and inseparable cycle between the management of illegal activities and the reinvestment of the money gained in the legal economy. Reinvesting revenues from illegal activities and illicit markets into assets and the legal economy enables criminal organisations to launder the proceeds of their crime. Which then leads onto them diversifying their activities. The negative consequences of this process for both us as society and our governments is huge and leads to competition being distorted and resources diverted from public services. The sophisticated money laundering schemes that are now in place makes it extremely difficult to separate the legal from the illegal economy.
There are many reports that suggest that tough economic times like the last credit crunch make more people willing to commit more crimes. These could be theft in work or even fraud along with property crimes and robberies from shops and petrol stations. This in turn can lead to violence and a larger consumption of drugs. 
Logically, you would think that crime rates should decrease when our economy decreases and increase when it falls. But there appears to be very little evidence to suggest that good economic times leads to an increase in crime. But an old article of the Economist suggested that the opposite is correct and that better economic times actually lead to an increase in crime. There appears to be much debate on both sides.

Question 1.2

How does crime costs effect the economy and tax payers?

This question of how crime costs effects the economy and tax payers seems like a straight forward question but the answer is anything but simple. Estimates can vary widely, depending on factors such as what is included in crime costs, data sources used, and source reliability. The fear of crime on any society is as damaging as the act of crime itself. It is emotionally taxing for the people who live in fear in high-crime communities. The fear of crime can lead to a reduction in community organisation with authorities plus it certainly will deter new businesses from wanting to open in that particular area for fear of being robbed or seriously hurt. This then leads to law enforcement policing these areas which sometimes can backfire and cause the police to be seen as the enemy. Other problems include the fact that victims of crime must deal with increased fear and trauma afterward. Even for those who have not been a victim of a crime. Fear can vary depending upon the demographics of the person. Age is a factor because the elderly are more vulnerable. But gender also is a factor because gangs are normally more male related so women express higher levels of fear of crime than men do. 

The Home Office first studied the cost of crime in the year 2005 They used a range of information from the insurance industries, the criminal justice system and survey data to estimate the different economic and social impacts of each type of offence. That information was then used to provide estimates for a range of crimes and for the total cost of crime in the United Kingdom. This was actually estimated at a figure of £60 billion. 

If we look at the cost of money on both Goverments and individuals. The areas below are the ones we would concentrate on:

1. Law Enforcement for our police officers. This includes police stations and salaries.

2. Hospitals. These are the costs of injury to the victim.

3. The Court System. Again buildings and salaries amongst other things 

4. Solicitors/Barristers. The cost of defending guilty parties.

5. Jails. The cost of building a new jail in Wrexham runs into millions. You then have running cost on top of this.

6. Drug Programmes. Again the cost of people and buildings.

7. Businesses. Fraud by an employees could mean a company losing money and therefore having to make redundancies.

8. Insurance Companies. Last but not least. The insurance company may pay out on these cases but they will get some of their money back from increased premiums. So yet again the individual loses out.

Question 1.3

What is Arson?

The Collins English dictionary defines arson as:
‘The act of intentionally or recklessly setting fire to another's property or to one's own property for some improper reason.’

Under English law, arson was originally a common law offence. The offence was largely concerned with the protection of dwellings and the food supply, and few sanctions were imposed for damaging personal property. Liability was originally restricted to the payment of damages by way of compensation. The offence was abolished by the S.11(1) of the Criminal Damage ACT 1971. This act makes no general distinction as to the mode of destruction except that s.1(3) requires that if the destruction is by fire then the offence will be charged as arson; s.4 of the Act provides a maximum penalty of life imprisonment for conviction under s.1 whether or not the offence is charged as arson. The modern law of criminal damage is mostly contained in the Criminal Damage Act 1971, which redefines or creates several offences protecting property rights. The Act has extended the definition of arson to include the burning or exploding of commercial and public buildings. This includes properties such as restaurants and schools and goes as far as structures, for example bridges. The law states that the act of burning any insured dwelling, regardless of whether it belongs to a person constitutes arson if it is done with an intent to defraud a person, company or insurer. Common-law held that a property burned must belong to another person has been completely eliminated from the law. In addition, the act also provides a comprehensive structure covering merely preparatory acts to the most serious offences of arson and causing damage with intent to endanger life. As such, punishments vary from a fixed penalty to life imprisonment, and the court may order payment of compensation to a victim.

The main elements necessary to prove arson are evidence of a burning and evidence that a criminal act caused the fire. The accused must intend to burn a building or other structure. On top of this the conduct must be malicious, and not accidental. Motive, on the other hand, is not an essential element of arson. Strangely enough the actual presence of a person within a dwelling at the moment it is burned is not necessary.

Question 1.4

What is Money Laundering? Point out some activities which encompass money laundering.

Money laundering can be defined as the process by which the proceeds of crime, and the true ownership of those proceeds, are changed so that the proceeds appear to come from a legitimate source. 
There are three acknowledged phases to money laundering: placement, layering and integration. 
In broad terms, the concept of money laundering refers to the process whereby those who have acquired financial benefit from criminal activity seek to distance, or dissociate, that benefit from the criminal activity that gave rise to it. By the use of various techniques which have the aim of ‘cleansing’ criminal property of its criminal origins, the object is to enable the perpetrators to retain the financial benefit of their crimes by making it impossible for the judicial authorities to establish conclusively the criminal origins of the funds. In short, the process of money laundering is about making crime pay. The above is a general description of what the process of money laundering is about. It is not, of course, a legal definition. The EU directives have followed FATF Recommendations and have gone some way to standardising the way in which different countries define money laundering for legal purposes. The Recommendations suggest that individual countries should seek to define money laundering as activity which involves dealing with the proceeds either of a crime which is specified in FATF’s list of ‘serious’ offences – these include fraud, bribery and drug smuggling – or, alternatively, of a crime which carries with it a minimum jail sentence of one year.

The UK has gone further than this minimum standard and has adopted an ‘all-crimes’ approach to the definition of money laundering. Under POCA, money laundering is treated as being, essentially, the conscious dealing with the proceeds of any crime on the statute book, regardless of the materiality of the particular crime concerned and regardless of the materiality of the proceeds themselves: if a perpetrator knows or suspects that the property he is dealing with represents the benefit of a crime of any kind, then he is likely to be committing a money laundering offence in the UK. What this means is that
After the September 11th Attacks on the United States in 2001, the US Government began to investigate more closely the connection between Terrorism and the sale of illegal drugs. According to President George W Bush, "Terrorists use drug profits to fund their cells to commit acts of murder. If you quit drugs, you join the fight against terror in America." Terrorists have laundered money through such foreign countries as Colombia and Afghanistan. In September 2002, the Drug Enforcement Administration opened a museum exhibit in New York entitled "Target America: Traffickers, Terrorists and You" in an effort to educate the American public about the connection between drug sales and terrorism
Question 2
What do you understand by the term Embezzlent? Why is it considered a financial crime?

The Oxford English Dictionary defines embezzlement as theft or misappropriation of funds placed in one’s trust or belonging to one’s employer. This definition distinguishes the term from swindling in that swindling involves wrongfully obtaining property by a false pretense, such as a lie or trick, at the time the property is transferred, which induces the victim to transfer to the wrongdoer title to the property.
From the above we can see that embezzlement is an act of dishonestly withholding assets for the purpose of theft of such assets. So we can definitely say that embezzlement is a type of financial crime. For example a wages clerk could falsify information to put money into their own personal account.

It is clear that this type of crime is premeditated with a careful and methodic plan designed to fool people. In a lot of cases the criminal will be a trusted person or close colleague who may only embezzle a small sum of money that they control. This crime can continue for many years undetected so what was once a small amount can add up to be a lot of money.

Originally there was actually no crime of embezzlement under the original Common Law because it was classed as a statutory crime that evolved from Larceny. These days embezzlement is seen as a modification of larceny designed to cover certain fraudulent acts that do not come within its scope. The English definition of the offense is also followed in the United States. Statutes describe the offender as a person entrusted with, or in possession of, another's property.
Financial criminals are still one step ahead of the authorities. White collar crime is estimated to cost the global economy more than £1.25 trillion a year, according to the Financial Conduct Authority (FCA) – with the cost to the U.K. alone at more than £40 billion a year. 
Question 3
What is Forgery? And what is the difference between forgery and uttering?
The Collins English Dictionary defines forgery as 

‘The act of reproducing something for a deceitful or fraudulent purpose.’

Forgery is the faking of a signature without permission, making a false document or changing an existing document without authorisation. But in terms of this course we could take the definition further to say that it is the false making or altering of any document. This applies to mediums like cheques. The idea behind this would be with the intention that another person would accept this as genuine. I mention cheques because in the past this has been the most common form of forgery. But it is not the only one. Some others such as Legal contracts, a person’s will, licences and even identification cards can also be forged. There are also many more. These days with computers advancing. These forgeries are getting more ingenious and costing individuals, the Government and organisations much time and money.
In England and Wales, forgery used to come under Common Law but this has now been abolished and this now is treated as an offence under section 1 of the Forgery and Counterfeiting Act 1981. This states that:

‘A person is guilty of forgery if he makes a false instrument, with the intention that he or another shall use it to induce somebody to accept it as genuine, and by reason of so accepting it to do or not to do some act to his own or any other person’s prejudice.’

An individual found guilty of forgery is liable if caught and indicted, to imprisonment for a term not exceeding ten years or another option is a fine.

Sometimes we have to separate the act of forgery from uttering. Forgery is the making of the false document whereas uttering is the passing it off as real. So in the case of the cheque mentioned above. When a person writes the cheque without permission of the person that the bank account belongs to. That is forgery. Uttering is when they cash that cheque. Both crimes carry long jail sentences. 

CASE STUDY
From the question I am assuming that this is a personal case and not a business case as it does not say the couple are in business. Therefore I have assumed they are just employees.

Fraud in most cases is usually concealed and can involve more than one person making the detection of the crime very difficult to find. Understanding the motivational factors is essential to the Forensic Accountant. The good thing in this case is that legally nobody is allowed to be paid in cash these days without adequate records for Inland Revenue purposes.
Any fraud investigation is initiated by predication. This is a set of steps that will guide the Forensic Accountant to believe that a fraud has occurred.  This information would lead the FA to a reasonable. If the accountant cannot establish fraud because of limited information then the next step would be a fraud theory approach. This approach begins with the assumption, based on the known facts, of what might have occurred. Then this assumption will be tested thoroughly to determine whether it is provable. This approach will involve the following steps:

· Analyse available data;

· Create your theory based on worst case;

· Test this theory by creating a ‘what-if’ scenario;

· Refine and amend the theory.

From this an investigation plan will be developed with the help of theory where the accountant will collect adequate and competent evidence to support his conclusions. 

In this particular case the Forensic Accountant would start by analyzing the couple’s bank statements. Personally, I would start with salaries. These are normally paid into the bank their directly or by cheque. So you can do a bank reconciliation to calculate spare funds. The accountant would need to verify whether there are any other ways that the couple could earn money. It will then be a case of checking receipts and cash withdrawl to calculate a balance. We would have to take into account credit cards because cash can be withdrawn from them also. The only other way the couple could get spare cash and that will be if it was given to them by friends or family. This would be part of the questioning and then follow up statements could be sort out.
