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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. 
	Please insert your completed assignment ( in word format)  here:

1. Short Questions
i. In what way do the effects of crime influence the economy?
	The effect of crime on the economy may be measured in macro and micro economic terms.

	The study of crime in macroeconomic terms looks at the effect of crime on the economy on a national and global basis.  Macro economists believe that the level of crime will correlate with economic conditions, as counties enter recession the knock on effects of unemployment and poverty will result in an increase in the level of crime.

Microeconomists study the economy at a sub national level, looking a the effect of crime from an individual, household or business point of view. The cost of a crime against an individual may be valued as a result of a direct loss, for example if they suffer a theft, or indirectly through higher prices for purchases of items or insurance where costs of crime have been passed on. 

ii. How does crime cost the economy and tax payers?
	Crime is a financial burden on the economy.  Taxes are used to fund the associated costs of crime, for example, the police force, prisons, courts, legal aid and hospitalisation of victims.  Insurance costs will increase if claims increase as a result of criminal activity, such as theft and injury and fraudulent claims made directly to the insurance companies. Other businesses that suffer from crime, such as fraud or theft are likely to pass on such costs to their customers in order to cover both their actual losses as a result of the crime and associated costs of security. 

iii. What is arson?
Arson is the deliberate act of setting fire to a property.  To be classed as arson, the fire must do some actual damage to the property.  If an individual is Illegally on a property for example with the intent to commit burglary and sets fire to the property, this would be classed as arson even if arson wasn’t the original intent.  

iv. What is money laundering? Point out some activities which could encompass money laundering.
Money laundering is an attempt to make funds obtained from a criminal activity appear to be legitimate by putting it through the system.  This may be done by treating criminal funds as income in business which typically have a high cash turnover, common examples include, car washes, sun bed shops, nail parlors, pubs and nightclubs.  Criminals may also entice unconnected individuals pay the cash into their own bank accounts and transfer funds back to the criminals for a fee. Once the funds appear to be legitimate, the criminals are able to spend it on expensive items such as property and cars, such items are difficult to purchase in cash because of the legislation in place requiring the vendors to identify the source of funds.


2. What do you understand by the term ‘Embezzlement’? Why is it considered a financial crime? 
Embezzlement is an act of dishonesty by any individual who is in a position of trust, such as an employee or an agent.  Embezzlement is most often carried out in an employer/employee relationship and can be for variable sums over variable time period, for example an employee in a cash business may pocket small amounts of the takings over a long period of time.  A cashier or internal accountant who has access to bank accounts may create a more sophisticated fraud, by for example, creating false supplier invoices, payment of which goes directly to them.  Lawyers have been known to embezzle funds from clients which are held in client accounts. 

Embezzlement demonstrates the three elements of financial crime, an opportunity to commit the crime without being detected, the existence of a financial or other benefit to the perpetrator, and a desire by the perpetrator to commit the crime.  

3. What is forgery? And what is the difference between forgery and uttering? 
Forgery is the creation of false documents, the unauthorised alteration of a genuine document or falsely signing a document for the purpose of fraud or deception.  Examples include copying cheques, creation of credit cards or copying existing cards or amending a legal document such as a will in order to divert financial gain.  Uttering is the use of the documents with the intent to defraud, in the knowledge that the documents are fraudulent.  

Case Study
Question 
Based on the above case, what do you think that the forensic accountant would have assessed to get to know the actual facts about the monies? And how was he able to conclude that the husband and wife must have had access to unidentified sources of income?   

[bookmark: _GoBack]The forensic accountant will have had access to the couple’s bank accounts.  Over a period of months or years, a pattern can be identified of the couples regular income and level of expenditure.  The couple claimed that the cash in the house has been withdrawn from the savings held in the bank account.  If this is indeed the case, the bank records should support the claim that firstly there were savings in the account and secondly that the level cash withdrawals equates to the amount found in the house.  It is reasonable to expect a certain level of monthly cash withdrawals from any bank account to fund cash purchases, the forensic accountant can form a view from the level of withdrawals as to how much cash the couple may reasonably have to hand. 

Analysis of the bank statements would allow the forensic accountant to identify normal salary payments and any work related bonus payments.  In addition, large and/or regular sums being credited to the account would be traced and identified, the possibility that the couple had come into money because of a legitimate windfall, such as a lottery win or inheritance would need to be considered, such windfalls should be obvious from the bank record review.  It may also be that the couple have other regular income from trusts, shares or rental properties. 

The Forensic account may also request information from the couple’s employers to clarify exactly how much they were paid and to confirm the bank accounts to which payments were made.  This will allow him to identify any accounts not disclosed by the couple.

The forensic accountant may also review the property register to assess whether the couple own additional properties from which they are earning rental income or have perhaps sold at a profit. 

Analysis of the assets held on the property would also be carried out in order to allow the forensic accountant to reach a view as to the spending habits of the couple, and whether the level of spending is consistent with the sources of income that he has identified. 

Credit card statements and loan documentation would also be reviewed to eliminate the possibility that the couple were simply spending above their means.  

By covering all potential scenarios, the forensic accountant will be well prepared to respond to any new information raised by the defendants at the court case.   
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