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1. Give short answers for the following questions



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



Crime has significant effects on economy and these effects of crime can be felt at individual level and at economy wide level and thus it’s effects can be evaluated at two levels:

 Microeconomics: It evaluates the effect of crime on business and individuals. The impact of crimes on the daily activities of the common man can be recognized easily.

Macroeconomics: It analyses the influence of crime on local communities at local, regional and international levels and global markets. The understanding of the consequences of crime on communities at national and international levels can be difficult for most people and companies.



ii. How does crime costs the economy and tax payers? 



The following are the cost of crime associated with the economy and tax payers:



· Law enforcement: Costs incurred in training and maintaining a police department 

· Prevention of crime: Expenditure on Community programs developed to prevent the occurrence of crime e.g crime stoppers, school programs etc.

· Drug rehabilitation and prevention programs supported by public and private funding. Such programs cost money to the patients and taxpayers.

· Incarceration includes expenditure on facilities provided to prisoners which includes expenses for food, housing, clothing, medical care, supervision and training for inmates of jail.

· Courts: Operating and maintaining the legal system which includes cost for judges, court reporters, clerks, buildings etc. carries considerable cost to taxpayers.

· Prosecutors which includes cost of employing lawyers, their support staff, office buildings and its operations cost.

· Public defenders: In many cases where the defendants are unable to meet the expense of hiring defense attorneys, the taxpayers money pay for these expenses.

· Hospitalization: The cost of medical treatments required by the criminal’s victims and others working within the justice system are quite significant.

· Businesses: When employees or customers steal from businesses, the business in turn take measures for their survival which may include increasing prices or laying off employees to deal with the expense.

· Insurance companies: When individuals and businesses with insurance coverage suffer from crime, they file claims for these losses. These cause insurance companies to charge higher premiums to people and businesses.  





iii. What is ‘Arson’?

A malicious and intentional burning of another person’s dwelling is defined as Arson.

There are certain conditions to be considered for the act of setting fire to any ‘dwelling’ to be categorized as Arson.

· First of all the burning has to be malicious or willful to be categorized as arson. However in exceptional cases, where for example an individual who burns a dwelling while committing an offence such as break-in is guilty of arson irrespective of the absence of any intent to start the fire or damage the house.

· A real burning of some part of the property must have occurred to warrant a charge of arson. Slight burns, smoke damage, staining of the building etc. without any disfiguring, destruction or actual burning are insufficiently serious to be called as arson.

· Arson is concerned not only with the resulting damage to the property but also the threat to which the occupants were exposed due to this action.

 

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

Money Laundering includes activities where persons or business entities conceal gain from unlawful activities through various schemes and methods. It includes:

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

· Buying various tangible and intangible properties with large amount of cash

· Depositing large amount of money into different financial organizations

· Maintaining offshore bank accounts with huge balances

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

· Any money derived from unlawful activities.



2. What do you understand by the term ‘embezzlement’? Why it is considered a financial crime?

The process of diverting business income, by a member of staff, to one’s personal use is called embezzlement. Cash business such as grocery stores, bars, nightclub, liquor stores etc. are generally susceptible to embezzlement.



It is considered as financial crime because the business and the stakeholders are directly affected by the loss of money and also incur non-economic loss such as loss of reputation,   opportunity to do further business etc.





3. What is forgery? And what is difference between forgery and uttering?



The deceitful making or material modification of any writing with the intention to deceive or harm another person’s right is called forgery. The crime of forgery must have following two features:

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

· Someone has made the signature illegally.



Offering of a forged instrument with the intent to deceive is called Uttering. Specific examples of uttering are:

· Presenting of fake license as evidence to receive compensation.

· Depositing a fake cheque to a personal account.

· Delivering a forged note to pay a debt.

· Obtaining certificate of a forged will.

· Using a forged instrument in court.





Case Study

The forensic accountant must have

· Performed an analytical review of bank statements, spending on credit cards, purchase of jewelry and other luxury items, financial statements, income tax returns etc. over a period of time (say last 3 to 5 years)

· Prepare Income/Expenditure statement and compare the expenditure vis a vis the income generated.

· Seeking explanation for any surplus/ deficit from the Income/ Expenditure statement.

· The couple would not have been able to offer valid explanation for their standard of living as compared to the accounted income.

· The couple would not be able to adequately prove the source of funds which led to such a large amount of cash-in-hand.

Based on the above findings from the investigation, the forensic accountant must have made an assessment of the income required to meet the current expenditure which was definitely not sufficient to meet them. He concluded that the couple are living beyond the means, the income generated from the declared source of income is not sufficient to support the expenditures and the large cash lying in the house. Hence it is evident the couple have access to unidentified source of income.
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