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Question 1
 i.	In what way do the effects of crime influence economy?
 	Crime has an adverse impact on the economy, as it places financial burden on taxpayers, 
           local authorities and governments as they have to build and maintain structures that detect,  
           curb, prevent and chastise the effects of crime.           

 ii. 	How does crime cost the economy and taxpayers?
           The various local authorities ranging from, police, fire brigade, hospital, Insurance that 
           support these victims in this regard is an added expenditure as these authorities and many  
           more are forced to spend huge amounts of money on the prevention, detection, prosecution  
           and punishment of crime. 
           Crime victims suffer not only material but psychological damage, incurring intangible costs 
           as a result from shock and psychological trauma which sometimes can be permanent 
           hence reducing their quality of life, rendering them at times a burden on society.
           This cost includes lost opportunities for victims and lost earnings by those serving time for  
           criminal activity. Ultimately crime is a consequential cost on the taxpayer and the Economy.

 iii. 	What is ‘Arson’? 
  	Arson is a crime which involves deliberate, intentional and malicious burning or exploding  
           of the dwelling house of another, or the burning of a building within the immediate 
           surrounding space of the dwelling of another.

 iv. 	What is money laundering? Point out some activities which could encompass money 
           laundering.
	Money laundering is a business crime that attempts to legitimise crime proceeds into 
           legitimate assets. This is mostly practiced amongst drug traffickers, embezzlers, corrupt          
           politicians and public officials, mobsters, terrorists and con artists.



            The basic money laundering process consists of three steps:
a) Placement –. Service providing businesses are the preferred choice for launderers as they are cash based hence the facility in circumventing the need to provide receipts or reports of money gained and spent, making it difficult to monitor cash flow.
Bank staff are trained and required to report big cash deposits and withdrawals therefore the launderer takes precaution by making steady, consistent, legitimate deposits at a bank before the actual laundering occurs and / or also by depositing the illegitimate cash with real income of a legitimate business or a shell company. This helps to establish a track record for the individual or business, so that when similar transactions are deposited, no suspicion is aroused.
b) Layering – Various money transactions are made through different financial institutions to change its form and make it difficult to follow. This may consist of several bank-to-bank transfers, wire transfers between different accounts in different names in different countries e.g.: money transfer and western union, making deposits and withdrawals to continually vary the amount of money in the accounts, changing the money's currency, and purchasing high-value items (boats, houses, cars, jewellery) to change the form of the money. This is the most complex step in any laundering scheme, and it's all about making the original dirty money as hard to trace as possible.
c) Integration - The money appears to come from a legal transaction and re-enters the mainstream economy in legitimate-looking form.  E.g.: Final investment in a business, Purchase of expensive Fixed assets, Buying Shares, etc. It is very difficult to catch a launderer during the integration stage if there is no documentation during the previous stages.
Question 2
    What do you understand by the term ‘embezzlement’?
    Why it is considered a financial crime?
    Embezzlement is a White Collar crime which typically occurs in the employment and corporate  
    settings. This Financial crime involves theft of assets by stewards or officers in a trust position 
    of a company for one’s personal gain or use.
    Cash businesses such as nightclubs, grocery stores, etc. are more vulnerable as they are more  
    difficult to trace.
    Embezzlers may take a large amount of money at once, while others misappropriate  
    small amounts over a long period of time. The methods used to embezzle can vary greatly and 
    are often surprisingly creative. They can include fraudulent billing, payroll checks to fabricated 
    employees, record falsification, “Ponzi” financial schemes and more.

    Four factors need to be present to be considered Embezzlement:
          • There must be a fiduciary relationship between the two parties; that is, there must be a 
             reliance by one party on the other
          • The defendant must have acquired the property through the relationship (rather than in 
             some other manner)
          • The defendant must have taken ownership of the property or transferred the property to  
             someone else
          • The defendant's actions were intentional.

    There is no internationally accepted definition of Financial Crime, it has a broad covering and is  
    used interchangeably with Financial Abuse and Fraud. Fraud is a subset of Financial Crime,  
    which is a subset of Financial Abuse.
    Financial Crime is described as; “any non-violent crime resulting in a financial loss”[footnoteRef:1]. It is the  
    unlawful conversion of another’s’ property for one’s own gain.
    Three factors that characterise financial crime are as follows:
   	-	The presence of something valuable
   	-          An opportunity to take something without being detected.
  	-          A perpetrator willing to commit an offence
    Hence the reason Embezzlement is considered a Financial Crime. [1:  IMF-Background Paper on Financial Abuse, Financial Crime and Money Laundering
Prepared by the Monetary and Exchange Affairs and Policy Development and Review Departments, 2001


] 


Question 3
     What is forgery? And what is the difference between forgery and uttering?
     Forgery is a crime that refers to the illegal modification of an existing document, making of a   
     fake document, the unauthorised signing of a signature or other imitation of an object of value     
     used with the intent to deceive another.
     Common examples are:
      	-	Signing a cheque with a fake signature
	-	A fake contract with a legit company’s letterhead and logo
	-	An existing contract with a fake signature
	-	Forgery of identification cards and legal certificates
     Uttering is utilising a forged document with knowledge of its falsity. The uttering must have   
     been done with intent to defraud by knowingly selling, publishing or attempting to sell the  
     counterfeit document. Falsification of information on employment applications is also an 
     example of uttering.
     The crime of uttering is composed of the following elements:
           -    Passing or making use - circulating a forged document
           -    Intent to defraud
           -    Knowledge of forgery
Uttering is a crime usually charged in conjunction with a Forgery.
The distinction between the crimes of uttering and forgery is that forgery is the creation of a false document, while uttering refers to the act of knowingly using that forged document.
An individual only needs to knowingly pass on or use a forged document made by someone else to be guilty of uttering.





Question 4 – Case Study
What do you think that the forensic accountant would have assessed to get to know the actual facts about the monies? And how he was able to conclude that the husband and wife must have had access to unidentified sources of income.
The forensic accountant would have assessed the financial position of the couple, individually and as a couple too. This would involve the following investigations:
· Establish what is the couple’s main and subsidiary sources of income?
Are they in formal employment, self-employment or any other privileged source of income e.g.: trust funds, returns on investments made, inheritances, rentals, etc.…

· Tabulate a detailed analysis of their income vs their expenditure
Bank Statements will be scrutinised as to counter check their income vs expenditure. Big cash deposits and withdrawals will be thoroughly examined.
If they are in receipt of cash is it from a valid source? Is it from Self-Employment?
If it is from self-employment; is it a cash business and establish an audit trail of the incoming vs outgoing monies.
Assess all their personal possessions -  tangible and intangible assets (Real Estate, Cars, Jewellery, etc.) if these have been recently sold for cash.
Any recent loans acquired or any winnings received e.g. from the lottery, casino, etc.
The Forensic accountant will be able to assess from their bank statements – what their cost of living patterns are like from bills and receipts recorded.
If after all these audit investigations are concluded and the income still supersedes what they are supposed to have, without a valid explanation from them then the forensic accountant is rightful to assume and declare that they do indeed have income from unidentified sources.
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