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1. Give short answers for the following questions: 
i. In what way do the effects of crime influence economy?
Crime occurs nationally and internationally and has a significant influence the economy as it is extremely costly to manage.  This can be from a microeconomics perspective where the impact is on businesses and individuals or a macroeconomic perspective where the impact is on communities at a national and international level.  In an article published in July 2012 by the United Nations Office for Drug Control(UNDOC), transnational organised crime is described  as a “US$870 billion a year business”.  International crime syndicates and organised crime groups are capable of having a negative impact on certain sections of the society that can cause them to lose resources locally.  For example, violent crime in Trinidad and Tobago (where I am from) has impacted the tourism industry and thereby the local economy.

ii. How does crime costs the economy and tax payers?
These cost of crime on taxpayers both locally and globally includes cost of law enforcement, crime prevention programmes, drug prevention and rehabilitation programs, cost of running the prison system, cost of running the Courts (both nationally and internationally) which includes prosecutors, public defenders, police officers and other public service officer’s time to fight crime and attend courts to present evidence. In addition there is a monetary impact on medical facilities, businesses and insurance companies.  Additionally, prevalence of violent crime in certain areas of a country can have an impact on that area in terms of businesses exiting the area, tourist avoiding the area amongst other negative impacts on that area.  An article published in the Daily Telegraph in April 2013, it was claimed that, “Violent crime costs the UK economy more than £124 billion a year, equivalent to £4,700 for every household, a study out today has revealed.” 

iii. What is ‘Arson’?
According to the Cambridge English Dictionary, Arson is “the crime of intentionally starting a fire in order to damage or destroy something especially a building.  According to the legaldictionary.net, “Arson is the criminal act of burning or charring property on purpose. The act of arson may include such acts as setting fire to a property maliciously, or burning a property with the intent to collect insurance money. While most people consider arson to be the burning of buildings, it may also be the burning of cars, boats, personal property, and land.”  For example, on Sunday 22nd January 2016 in was reported in the Newcastle ChronicleLive that the fire which gutted the Jubilee Pub is being treated as malicious. As a result, if investigation confirms it was indeed malicious, the charge will be Arson. If on the other hand it is not malicious the fire will be treated as an accident.

iv. What is money laundering? Point out some activities which could encompass money laundering.
Under the Proceed of Crimes Act (POCA) 2002 money laundering is defined as “the process of hiding illegal sources of money.”  The offences are committed when a person: 
1. conceals criminal property (POCA section 327) 
1. enters into an arrangement regarding criminal property (POCA section 328) 
1. acquires, uses or possesses criminal property (POCA section 329) 

In the UK, the Joint Money Laundering Steering Group is made up of the leading UK Trade Associations in the Financial Services Industry. Their objective is to promulgate good practice in countering money laundering and to give practical assistance in interpreting the UK Money Laundering Regulations. As a result they’ve published detailed guidance on how to manage money laundering risks to meet the United Kingdom regulatory requirement which are driven by Third European Union Money Laundering Directive. A Fourth European Money Laundering Directive is currently being implemented. These were derived from the forty (40) recommendations from the Financial Action Task Force (FATF).

According to these guidance, Money laundering takes many forms, including: 

1. trying to turn money raised through criminal activity into ‘clean’ money (that is, classic money laundering); 
1. handling the benefit of acquisitive crimes such as theft, fraud and tax evasion; 
1. handling stolen goods; 
1. being directly involved with any criminal or terrorist property, or entering into arrangements to facilitate the laundering of criminal or terrorist property; and 
1. criminals investing the proceeds of their crimes in the whole range of financial products. 

On the 23rd January 2017, it was reported that a couple from Isleworth had their properties, jewellery and money from offshore bank accounts seized as a result of being involved in money laundering activities.  The couple ran a criminal network using three(3) family owned bureaux de change as front company which facilitated the movement of monies on behalf of the UK’s most serious and dangerous criminal gangs. They were both convicted and sentenced to prison for their activities in 2014 to a combined total of nineteen years in prison.  The seizure of the laundered asset and money concluded in January 2017.

2. What do you understand by the term ‘embezzlement’? Why it is considered a financial crime? 
According to legal-dictionary.com “Embezzlement is the conversation of another’s property who is in a position of trust, such as an agent or employee.”  In effect it is the stealing or misappropriation of funds to which you have access belonging to your employer.  For example, as the person responsible for Petty Cash at your employer, you steal the funds and converts it to your own use.  A recent example was reported in fox2now.com headlined, “Former doctor’s office manager sentenced for embezzlement.”  The man who worked in the doctor’s office between 2009 and 2014 used the company credit card for a number of personal purchases to the tune of USD$369.000. He was convicted and sentenced to 12 to 51 months in prison.

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

According to the legal-dictionary.com Forgery is “The creation of a false written document or alteration of a genuine one, with the intent to defraud.” According to George Manning in the reading material, “it is the deceitful making or material modification of any writing with intent to deceive or harm another person’s rights.”  For example signing a fictitious name on a cheque with intent to commit fraud.

Uttering is offering a forged document with the intent to deceive. For example, presenting a forged passport to the immigration department when you arrive in a foreign country having purchased the document prior to travelling.

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?

The Forensic Accountant would have adopted the “fraud theory approach”.  He would’ve started with a brainstorming session to assess the most probable scheme as it was not clear whether the husband and wife had indeed committed or is committing fraud. On deciding the theory of the scheme, the forensic accountant will start collecting adequate and competent evidence to prove his theory. In this case, he will obtain bank statements, evidence of earnings of the couple, evidence of spending and spending habits, and any other information that will help him to assess the veracity of the couple’s claims. 

The Forensic Account was able to conclude that the husband and wife had access to unidentified sources of income, as a result of his/her analysis of the bank statements to assess the debit and credits to understand the couple’s turnover. This was them compared with the accountant report supplied by the defendant’s solicitor.  In addition, he/she would have also assessed all the other documents and evidence gathered and compare the sums reported against what the couple could have earned to identify inconsistencies. Based on the inconsistencies in credits and debits and spending, the Forensic Accountant concluded that the husband and wife had access to unidentified sources of income.
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