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Assessment 2

Q.1: Short Questions:

1. Give short answers for the following questions:
I. In what way do the effects of crime influence economy?  
Answer:
Crime affects the economy by placing a financial burden on taxpayers and governments because of increased needs for police, courts and corrections facilities, as well as intangible costs including psychological trauma and reduced quality of life for crime victims. In an article for The Daily Caller, a 1999 study conducted by economist David Anderson that estimated the cost of crime at $1.7 billion annually.
II. How does crime costs the economy and tax payers?  
Answer:
Crime is a major part of every society. Its costs and effects touch just about everyone to some degree. The types of costs and effects are widely varied. In addition, some costs are short-term while others last a lifetime. Of course the ultimate cost is loss of life. Other costs to victims can include medical costs, property losses, and loss of income.
Losses to both victims and nonvictims can also come in the form of increased security expenses including stronger locks, extra lighting, parking in more expensive secure lots, security alarms for homes and cars, and maintaining guard dogs. Considerable money is spent to avoid being victimized. Other types of expenses can include a victim or person fearful of crime moving to a new neighborhood, funeral expenses, legal fees, and loss of school days.
Some costs of crime are less tangible (not easily or precisely identified). These kinds of costs can include pain and suffering, and a lower quality of life. There are also the traumatic impacts on friends and the disruption of family. Behavior can be forever changed and shaped by crime, whether it be weighing the risks of going to certain places or even the fear of making new friends.
Crime not only affects economic productivity when victims miss work, but communities also are affected through loss of tourism and retail sales. Even the so-called victimless crimes of prostitution, drug abuse, and gambling have major social consequences. Drug abuse affects worker productivity, uses public funds for drug treatment programs and medical attention, and leads to criminal activity to support the expenses of a drug habit.
Communities and governments spend public funds for police departments, prisons and jails, courts, and treatment programs, including the salaries of prosecutors, judges, public defenders, social workers, security guards, and probation officers. The amount of time spent by victims, offenders, their families, and juries during court trials also take away from community productivity.
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III. What is ‘Arson’?  
Answer: 
Arson is the crime of intentionally, deliberately and maliciously setting fire to buildings, wildland areas, dumpsters, vehicles or other property with the intent to cause damage. It may be distinguished from other causes such as spontaneous combustion and natural wildfires. Arson often involves fires deliberately set to the property of another or to one's own property so as to collect insurance compensation.





IV. What is money laundering? Point out some activities, which could encompass  money laundering.  
Answer:
Money laundering is the process of making illegally gained proceeds (i.e. "dirty money") appear legal (i.e. "clean"). Money laundering is the generic term used to describe the process by which criminals disguise the original ownership and control of the proceeds of criminal conduct by making such proceeds appears to have derived from a legitimate source.
The processes by which criminally derived property may be laundered are extensive. Though criminal money may be successfully laundered without the assistance of the financial sector, the reality is that hundreds of billions of dollars of criminally derived money is laundered through financial institutions, annually. The nature of the services and products offered by the financial services industry (namely managing, controlling and possessing money and property belonging to others) means that it is vulnerable to abuse by money launderers.
The processes are extensive. Generally speaking, money is laundered whenever a person or business deals in any way with another person’s benefit from crime. That can occur in a countless number of diverse ways.
Traditionally money laundering has been described as a process, which takes place in three distinct stages.
Placement, the stage at which criminally derived funds are introduced in the financial system.
Layering, the substantive stage of the process in which the property is ‘washed’ and its ownership and source is disguised.
Integration, the final stage at which the ‘laundered’ property is re-introduced into the legitimate economy.
This three-staged definition of money laundering is highly simplistic. The reality is that the so-called stages often overlap and in some cases, for example in cases of financial crimes, there is no requirement for the proceeds of crime to be ‘placed’.
Other Process of Money Laundering can be:
A. Illegal Drugs Trafficking 
B. Organised Crime Operations 
C. Credit Card Scams
D. Tax Evasion 
E. Illegal Gambling 
F. Mispriced Trade / Invoicing 
G. Insider Trading & Securities Fraud 
H. Terrorist Financing 

2. What do you understand by the term ‘embezzlement’? Why it is considered a financial crime? 
Answer:
When a person embezzles, it usually means that he is stealing money from his employer. If he is caught embezzling, it probably also means that he will soon be unemployed.
The word embezzle implies more than simply "to steal." When a person embezzles, he or she takes advantage of an employer's trust for personal gain. Embezzling is a so-called "white-collar crime" which often involves some sort of cover-up, like falsifying financial records or stealing small amounts of money over a long period of time.
Embezzlement is the act of withholding assets for the purpose of conversion (theft) of such assets, by one or more persons to whom the assets were entrusted, either to be held or to be used for specific purposes. Embezzlement is a type of financial fraud, e.g. a lawyer might embezzle funds from the trust accounts of his or her clients; a financial advisor might embezzle the funds of investors; and a husband or a wife might embezzle funds from a bank account jointly held with the spouse.
Embezzlement usually is a premeditated crime performed methodically, with the embezzler taking precautions to conceal his or her activities of the criminal conversion of the property of another person, because the embezzlement is occurring without the knowledge or the consent of the affected person. Often it involves the trusted individual embezzling only a small proportion or fraction of the total of the funds or resources he/she receives or controls; in an attempt to minimize the risk of the detection of the misallocation of the funds or resources.
Typically, the criminal elements of embezzlement are: 
(i) The fraudulent (ii) The conversion (iii) of the property (iv) of another person (v) by the person who has lawful possession of the property.
(i) Fraudulence: The requirement that the conversion be fraudulent requires that the embezzler willfully, and without claim of right or mistake, converted the entrusted property to his or her own use.
(ii) Criminal conversion: Embezzlement is a crime against ownership; i.e. voiding the right of the owner to control the disposition and use of the property entrusted to the embezzler. The element of criminal conversion requires substantial interference with the property rights of the owner. (This is unlike larceny; wherein the slightest movement of the property, when accompanied by the intent to permanently deprive the owner of possession of the property is sufficient cause.)
(iii) Property: Embezzlement statutes do not limit the scope of the crime to conversions of personal property. Statutes generally include conversion of tangible personal property, intangible personal property and choses in action. Real property is not typically included.
(iv) Of another: A person cannot embezzle his or her own property.
(v) Lawful possession: The critical element is that the embezzler must have been in lawful possession of the property at the time of the fraudulent conversion, and not merely have custody of the property. If the thief had lawful possession of the property, the crime is embezzlement. If the thief merely had custody, the crime is larceny.





3. What is forgery? And what is the difference between forgery and uttering? 
Answer:
Forgery is the process of making, adapting, or imitating objects, statistics, or documents with the intent to deceive for the sake of altering the public perception, or to earn profit by selling the forged item.
A forgery is essentially concerned with a produced or altered object. Where the prime concern of a forgery is less focused on the object itself – what it is worth or what it "proves" – than on a tacit statement of criticism that is revealed by the reactions the object provokes in others, then the larger process is a hoax. In a hoax, a rumor or a genuine object planted in a concocted situation, may substitute for a forged physical object.
The similar crime of fraud is the crime of deceiving another, including through the use of objects obtained through forgery. Forgery is one of the techniques of fraud, including identity theft. Forgery is one of the threats addressed by security engineering.
Difference Between Forgery and Uttering:
	Nos
	Forgery 
	Uttering 

	1
	There are several levels of forgery such as public records forgery, forgery of coins or bank notes, and taking part in forging activity will face white collar crime charges.
	Simply because a person didn't actually forge the documents, notes or public records does not leave them immune to being charged. Using the forged documents is known as uttering.

	2
	Forgery is the creation of a forged document, with the intent to defraud 
	Uttering is merely use — the passing — of a forged document, that someone else had made, with the intent to defraud

	3
	Forgery is the making of a false writing, which, if true, would be of some legal effect.
	Uttering is the assertion by words or action that a writing, which one knows to be forged, is good and valid.


Case Study
As part of an ongoing investigation, the police raided a house and found a large quantity of cash. The occupants of the house claimed that the monies were savings, which they had recently withdrawn from their bank accounts. The police suspected that the funds were the proceeds of the crime that they were investigating and made an application to confiscate the funds. 
The defendants’ solicitors obtained accountant’s report, which concluded that the monies had indeed come from legitimate savings. The forensic accountant was instructed to review that report’s findings. He was able to show that the couple had spent considerably more cash than apparently received and concluded that the husband and wife must have had access to unidentified sources of income. 
The couple refused to provide an explanation for the unidentified income so the Court granted the application to confiscate the monies discovered by the police. 
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 he was able to conclude that the husband and wife must have had access to unidentified sources of income? 
Answer:
A. The Forensic Accountant made analyses of the couple’s bank account (Saving Account and the Current Account if there are several) and merged the details in order to obtain a detailed understanding of their spending habits and sources of income. 

B. The Forensic Accountant should had also investigate the source of official income – the monthly salaries of the husband and wife if they are employed and are taxpayers – (official employment records or any business that they may have – revenues v/s expenses)

C. [bookmark: _GoBack]The Forensic Accountant should has also investigate the personal belonging of the husband and wife in regards to their real estate properties, personal belongings such as luxury cars – jewelleries – safe deposit at banks – value of movable property – credit cards statement and expenses – investment in financial institutions 

D. By concentrating on the amounts of personal cash held, banked and spent over a certain period of time (over a 5 years period), The Forensic Accountant was able to show that the couple had spent considerably more cash than apparently received and concluded that the husband and wife must have had access to unidentified sources of income.
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