PAWANDIWA SIMUKA  

                                                                                                                              STUDENT NO 1399

                                                                                                                              ASSESSMENT NO 2

                                                                                                           PAGE 7 


[image: image1.png]ﬁ
o R



                                                                  


	Student Name:
	PAWANDIWA SIMUKA

	Student Number:
	1399

	Course:
	DIPLOMA IN FORENSIC ACCOUNTING

	Assignment NO:
	TWO (2)


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. 

	SHORT QUESTIONS
Q1.
I. The effects of crime influence economy at micro and macroeconomic levels.

At microeconomic level, the victims of the crime are directly affected through loss of money or other assets. The losses may be determined after the prosecution of the criminal has been made where the quantity and value will be established. The reputation of the victim will be negatively affected and may lead to loss of business. 

If considered at macroeconomic level, the focus will be at regional, national, continental  and international levels where:
a. Negative impact on the investment climate will be felt and can deter or delay both domestic and foreign investments. This then leads to higher cost of doing business because of the need to employ different forms of security, and diverts investment away from business expansion and productivity improvement thereby leading to a less than optimal operating capacity. In addition, it leads to loss of output because of reduced hours of operation (including avoiding night shifts) or loss of workdays arising from outbreaks of violence, and avoidance of some types of economic activity. Furthermore, it also reduces output because of the temporary (from injury) or permanent (from murder) exit of individuals from the labor force. Lastly, it can also cause a permanent shut-down of firms or relocation to less crime-prone countries.
b. It erodes the development of human capital as well as social capital and thus Constrains the potential for growth. It may lead to migration since the fear of crime significantly reduces the quality of life within a geographical location. Also, crime forces otherwise productive individuals to occasionally exit the labor force because of violent injury to themselves or close associates, or because of social unrest in the community. 
c. It diverts public resources excessively away from productive uses that have a potentially much higher impact on social development and growth, to areas such as police, justice, the medical system (for treatment of violence-related injuries and trauma).
II. Crime costs the economy and the taxpayers through diversion of the productive resources, to fund (using tax payers’ funds) activities that are associated with the prevention, detection and correction of crime. These areas are as follows:

a. Law enforcement. It involves the funding of the establishment, equipping, maintenance and training of a police force.
b. Prevention of crime. This can be done by the government through community programmes meant to assist prevent the occurrence of crimes. The tax payers’ monies will then be used to fund educational campaigns, posters, radio and television programmes among others as awareness programmes to prevent crime. 
c. Drug rehabilitation and prevention. Private organizations and governments offer programs for the prevention of drugs and alcohol abuse and the rehabilitation of the users. Such programs cost money to the taxpayers and private organisations. 
d. Incarceration. Funding the facilities and resources to rehabilitate prisoners. These include expenses for food, housing, clothing, medical care, supervision, training and security for inmates in jail. 
e. Courts. Tax payers’ money is also used to sustain the operations of the judiciary system. 
f. Prosecutors. The costs of employing lawyers, their support staff, office buildings, and all the accompanying costs of operations are huge, particularly in large cities. 
g. Public defenders. Public funds are also used to pay defence lawyers as some defendants may fail to hire defence attorneys.
h.  Hospitalization. Healthcare expenses for medical treatments required by the criminals’ victims and others working within the justice system are required. This also includes the drugs for the AIDS patients who may be among those employed within the judiciary system.
i.  Businesses. When employees or customers steal from businesses through trades and dealing, the businesses in turn take measures for their survival; these may include increasing prices or laying off employees to deal with the expense. 

j. Insurance companies. When individuals and businesses with insurance coverage suffer from crime, they file claims for these losses. Insurance companies will in turn charge higher premiums to match the probability of occurrence and risk impact of the insured activity.
III. Arson. It is the crime of intentionally and maliciously setting fire to buildings, timberland areas, vehicles or other property with the intent to cause damage. It may be distinguished from other causes such as spontaneous combustion and natural wildfires. Slight burns, smoke damage, or staining of the building without any disfiguring, destruction or actual burning are insufficiently serious to be called a crime of arson. 

IV. Money Laundering. It involves the concealment of the origins of illegally obtained money or gains, typically by means of transfers involving foreign banks or legitimate businesses.

The following events would encompass money laundering:

a. Transfer of money and other monetary instruments to and from overseas.

b. Buying various tangible and intangible properties with large amounts of cash.

c. Depositing large amounts of money into different financial organizations.

d. Maintaining offshore bank accounts with huge balances.

e. Transmitting money on the public’s behalf, whether overseas or within the country.

f. Obtaining money from unlawful activities.

Q2. Embezzlement. It is the diversion of business income by a member of staff, to one’s personal use. It is also known as skimming. Cash businesses are increasingly susceptible to embezzlement and skimming. Examples are grocery stores, bars, nightclubs, liquor stores, or coin-operated machines. The perpetrators of such crimes use sophisticated ways to ensure concealment of the trail of the embezzled funds to the perpetrators. 

It is classified as a financial crime because there are three fundamental requirements for a financial crime to be committed and these requirements are fulfilled in embezzlement. These are:

(1) The presence of something valuable.

(2) An opportunity to take something without being detected.

(3) A perpetrator willing to commit an offence.

It is therefore clear that for embezzlement to occur cash or other financial instruments that are valuable should be present and there should also be lack of effective controls thereby creating an opportunity to take something without being detected. The perpetrator will be willing to commit the offence and hence embezzlement will fit well in the class of financial crimes.
Q3. Forgery. Forgery is defined as the deceitful making or material modification of any writing with the intention to deceive or harm another person’s rights. The basis for the crime of forgery to be proven is the intention to deceive. Forgery may be committed in ways, such as writing with pencil or ink, by typewriter, carving, printing, or even pasting one name over another. The crime of forgery must have the following two features:

a. The signature was not made by the person whose signature it is meant to be.

b. Someone made the signature illegally.

Signing a fictitious name on a cheque with the intention to commit fraud is forgery even when the cheque has been made payable to cash. It is not essential that the forged signature should resemble the original one. Forgery may be committed by an individual signing his own name where his name appears to be the same as that of another person and he intends his writing to be taken as that of such other individual.

The difference between forgery and uttering is that uttering involves offering or presenting a forged document or instrument with the intent to deceive. It therefore means that you don’t need to produce the document yourself. Specific examples of uttering are:

a. Presenting a fake license as evidence to receive compensation.

b. Depositing a fake cheque to a personal account.

c. Delivering a forged note to pay a debt.

d. Obtaining certification of a forged will.

e. Using a forged instrument in court.

Forgery therefore involves the creation of the document while uttering is about the presentation of the forged document or instrument with the intention to deceive. 
CASE STUDY
The forensic accountant would have assessed the following to get to know the actual facts about the monies:

a. Sources of the savings. From the accountant’s report, the sources of the savings would be identified; traced and external confirmations would have been made from the source to determine the authenticity and legality of the income received.

b. Period. An assessment would also have been made on the period during which the income saved was accumulated. The rate of accumulation should tally with what would have been saved.

c. Deposits in the bank account. An assessment might have been made to get satisfaction that all revenue from the claimed sources passed through the bank account. This helps to ascertain the accuracy of the amount received.

d. Cash withdrawals. The withdrawals may also have been assessed to determine the timing of the withdrawal and the reason for withdrawals where one would forego interests or other investments from the financial institutions.

e. Expenditure. The expenditure made from the withdrawals may also have been assessed to match the withdrawals, expenses made and the cash balance found. This also goes to the extent of valuing the assets and determination of the lifestyle of the individuals whether it was within their periodic incomes. Any variations would raise suspicion.
f. Investments. The forensic accountant might also have assessed if there are any deposits outside the country with foreign banks.

g. Relationships. Relationships around the family may also have been considered to verify issue of forgery and uttering as well as verifying the following:
1) Transfer of money and other monetary instruments to and from overseas.

2) Buying various tangible and intangible properties with large amounts of cash.

3) Depositing large amounts of money into different financial organizations.

4) Maintaining offshore bank accounts with huge balances.

5) Transmitting money on the public’s behalf, whether overseas or within the country.

6) Any money derived from unlawful
He was able to conclude that the husband and wife must have had access to unidentified sources of income since the cash that was confiscated could have been more than the cash that was withdrawn and they were also not able to match their expenses to the cash that was received. Their failure to explain that meant there were some unidentified sources that were not recorded by the accountant.
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