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

Crime in general effects the economy greatly. A few examples are shown below:

Impact on Businesses

Businesses are impacted by crime, such as employee fraud, which reduces profits for the company. 

Reduced profits results in less tax collected by HMT to fund public services. Ironically crime generates a need for increased sensing on public services such as healthcare and policing.

The Human Element and the Community

The effect of crime on families can be devastating. It is well documented that children who grow up with a parent involved with crime or in jail are far more likely to offend themselves. Parents are generally the most important people in their children’s lives. Their views and behaviour can have a good or bad influence on their children’s behaviour including offending behavior.

In some cases, the effect on crime on a business is catastrophic. Some examples are shown below:

Bearings Bank

For example, Britain's oldest merchant bank, Bearings Bank was wiped out by Nick Leeson's fraudulent rogue trading. Nick Leeson ran up losses of more than £800 million while working as a trader in Singapore on the SIMEX exchange, for which he was sentenced to prison.

Impact on the Car Insurance Industry

The Association of British Insurers (ABI) estimates that 24,000 claims worth £260m were found to be dishonest in 2015.  
They included one driver who pushed his vehicle off a cliff and then said it had been stolen. 

"Insurance fraud is no victimless crime. Honest motorists pay through higher insurance premiums," said Nick Starling, the ABI's director of general insurance and health. 
"This is why insurers are ramping up their crackdown to weed out the cheats.

Blackwood Car Insurance Scam 2015

The Yandell family garage business near Blackwood in Wales is at the heart of the biggest car insurance scam in Britain

More than 80 people have been convicted of Britain's biggest "crash for cash" insurance scam. 
[bookmark: _GoBack]A family garage business was at the heart of the fake car crash racket - and was caught out by their own CCTV cameras showing a Land Rover being deliberately driven into a forklift truck. 
The fraud ring cost the insurance industry a total of £763,068 over four years involving 57 cars with a total of 81 people convicted in a series of court cases in the bogus crash claims. 

The impact of car insurance fraud is higher premiums for drivers, less taxable profit for car insurance companies, and less distributable profits for shareholders.

Summary

Crime impacts each and every one of us as individuals paying car, home and life insurance. It also affects businesses trying to generate a profit and stay afloat, Businesses may have less funds available to give employees pay rises or hire additional staff.
Crime also reduces the funds available for public spending while draining public services.

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

The cost of crime is significant. In 1999 the Home Office (Study 217) estimated the cost of annual cost of crime to be £60bn. 

Office of National Statistics (ONS) Data for the year ending June 2015

The ONS reports that there were an estimated 6.5 million incidents of crime against households and resident adults. The largest volume category being theft.


The ONS reported a 9% increase in fraud offences being referred to the National Fraud Intelligence Bureau (NFIB). For the year ending June 2015, nearly 600,000 offences were referred to NFIB. According to the Home Office, fraud costs England and Wales an estimated £14billion every year.

Cybercrime in 2016

According to Europol – the European Union’s EU Law Enforcement Agency, the volume, scope and cost of cybercrime have reached very high levels in 2016 and are set to get even higher.

A few examples of Cyber Crime are shown below:

· Crime as a service (Digital underground connecting providers of cybercrime tools and services with an increasing number of organized crime groups)
· Ransonware (A malicious program used to obtain confidential information about customers and clients using online banking and payment systems)
· Payment Fraud (Organised crime groups are starting to manipulate or compromise payments involving contactless cards)

What is behind these costs?

There are many elements of cost relating to crime. A few examples are given below:

Policing and Law Enforcement
Policing involves many costs including:
· Staff wages (police and support staff)
· Offices and buildings (police stations, training centres)
· Equipment such as cars, vans, specialized clothing and uniform and guns
· Staff training

Legal Fees
Legal costs are considerable. Some examples are shown below:
· Staff wages (judges, lawyers, barristers, support staff)
· Offices and buildings (courts, family liaison centres)
· Investigations (time and resources building a case)

Medical Costs
· Cost of treating victims of crime
· Cost of treating criminals
· Mental health 

Crime Prevention Schemes
The aim of these is to prevent crime from occurring by working within local communities.
· Drug rehabilitation
· School programmes 

Prison Costs
There are significant costs associated with running prisons.
· Buildings (prisons, rehabilitation centres)
· Leisure facilities for inmates (gym, yard, library)
· Food 
· Medical Care
· Supervision for inmates
· Rehabilitation and training of inmates

It should be acknowledged that crime also has many “hidden costs”, for example the pain and trauma suffered by victims. 

Summary

Crime generates substantial costs which are generally funded by the Government via tax payers.

The impact is considerable for communities, businesses, the economy and tax payers.

As previously mentioned, crime reduces the funds available for public spending while draining public services.


1. iii. What is ‘Arson’?

Wikipedia Definition of Arson

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. Arson often involves fires deliberately set to the property of another or to one's own property so as to collect insurance compensation.
 
A person who commits this crime is called an arsonist. More often than not, arsonists use accelerants (such as gasoline or kerosene) to ignite, propel, and directionalise fires.

The crime of arson is concerned with both the damage to property and to individuals.

The extent of the damage determines whether the crime is determined to be Arson. 

Real burning to part of the property, which results in disfigurement, destruction or actual damage would warrant a charge of Arson. 
Smoke damage and slight burns would not be serious enough to warrant a charge of Arson.
Burning damage caused by an individual while they commit another crime such as theft is still categorized as Arson, regardless of whether it was the original intention.

Example of Arson - Indianapolis Explosion (reported by hazardex on 2nd Jan 2013)

Three people charged in a gas explosion that devastated part of the Indianapolis neighbourhood of Richmond Hill deliberately set up the deadly blast to collect a large insurance payout, authorities said on December 21.
The home's owner, Monserrate Shirley; her boyfriend, Mark Leonard; and his brother, Bob Leonard, were arrested and charged with murder, arson and other counts in the November 10 blast that killed two people.

Shirley was facing mounting financial woes, including $63,000 in credit card debt and a growing threat she might lose her home amid bankruptcy proceedings, court documents say. And a friend of Mark Leonard's told investigators Leonard said he had lost about $10,000 at a casino some three weeks before the explosion.

Shirley and the Leonard brothers face two counts of murder as well as 33 counts of arson — one count for each of the homes damaged so badly that officials have ordered their demolition.

In summary, Arson is intentional burning of another person’s dwelling. Arson can have devastating consequences such as damage to property but also injury to occupants.

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


International Compliance Association (ICA) description of Money Laundering
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 appear 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.
Example of Money Laundering – from City of London Police

On Friday 7 August at the Old Bailey two men were sentenced to a total of nine years after they were found guilty of laundering nearly £5 million of criminal funds, following an investigation by City of London Police.
On 21 January 2013 Harkishan Talwar, 44, from Southall Muhammad Khan, 24, from Southall were arrested on suspicion of money laundering after officers witnessed an exchange of £50,000 cash between both men in Talwar’s Range Rover on Hambrough Road, Southall. 
A note found on Khan identified that he had taken part in a number of earlier cash handovers totalling £1.4 million, for which he was paid £5500. 
Talwar ran a Money Service Bureau called Fortune Exchange on Earls Court Road, when police searched the premises and seized £250,000 cash and notebooks belonging to Talwar showing the illegal movements of a further £3.5 million. 
Talwar and Khan were charged with money laundering on 22 January 2013. 

Activities which could encompass money laundering:

Money laundering is a diverse and often complex process that need not involve cash transactions. Money laundering basically involves three independent steps that can occur simultaneously: 

• Placement - placing, through deposits or other means, unlawful proceeds into the financial system
• Layering - separating proceeds of criminal activity from their origin through the use of layers of complex financial transactions
• Integration - using additional transactions to create the appearance of legality through the purchase of assets

Summary

In summary, money laundering is when gains from crime are concealed through various schemes and methods. There are many regulations regarding money laundering. Banks, accountants and financial institutions play a key part in identifying and preventing money laundering.


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

Embezzlement is a crime that takes place when a person purposely withholds or uses assets and monies for a purpose other than for what it is intended. Also referred to as “financial fraud”, embezzlement is typically committed by an employee who is in charge of an agency or company’s finances, or a person who has responsibilities pertaining to the assets. Embezzlement is considered a white-collar crime, and can affect both small and large businesses

Example of Embezzlement - Darryl McCauley

Darryl McCauley was business manager to comedian Dane Cook from 2004 to 2008. During this four-year period, McCauley and his wife stole money from Cook’s personal and business accounts and used the funds to travel, purchase a home, and invest in stocks. When Cook hired person manager to take over the business manager position in 2008, it came to light that McCauley had embezzled over 12 million dollars. McCauley was charged in 2010, and the case went to court. McCauley was convicted and sentenced to five years in prison, and ordered to pay Cook back in full.


Example of Embezzlement - Bernie Madoff

Bernie Madoff, founder of Wall Street firm Bernard L. Madoff Investment Securities LLC, constructed a fraudulent investment scheme now known as the “Ponzi Scheme.” This ploy allowed Madoff to borrow from his investors and pay it back with capital earned from other investors. He then in turn, planned to pay these other investors back with money gained from potential investors. The scheme failed and though he attempted to pay back some of the investors, they were never paid in full.
In December 2008, the FBI arrested Madoff, charging him with securities fraud. In March 2009, Madoff plead guilty to embezzlement of more than 50 billion dollars through his Ponzi scheme. Sentenced to 150 years in prison, and to pay back every one of his investors, Madoff will spend the rest of his life in prison.


BHS and Sir Phillip Green

Some cases can be perceived as embezzlement due to abuse of power or bad management decisions. An example is the board of BHS. The board, headed by Sir Phillip Green paid substantial dividends to its shareholders, including the Green family estate to the detriment to investing in the business and ensuring the sufficient money was invested in a large pension scheme. This resulted in the demise of BHS, the closure of 163 shops and the loss of 8,000 jobs.
The likelihood is that all management decisions were approved by the board and followed proper protocol but looking at this morally and at face value it could be seen as embezzlement.

To solidity this point, see below extract regarding BHS from the House of Commons publication.

“The Green family benefited significantly from BHS. In his early years of ownership, Sir Philip cut costs, sold assets and paid substantial dividends offshore to the ultimate benefit of his wife. He failed, however, to invest sufficiently in stores or reinvent the business to beat the prevailing high street competition. We found little evidence to support the reputation for retail business acumen for which he received his knighthood.”

“It is true these are private companies holding Green family money. BHS, however, was a major employer and the sponsor of a large and ailing pension fund. Arcadia, another Green company, is in a similar position. Sir Philip gave insufficient priority to the BHS pension scheme over an extended period. His failure to resolve its problems by now has contributed substantially to the demise of BHS. Sir Philip owes it to the BHS pensioners to find a resolution urgently. This will undoubtedly require him to make a large financial contribution. He has a moral duty to act, a duty which he acknowledges.”


Why it is considered a financial crime?

A financial crime is any non-violent offense that is committed by or against an individual or corporation and results in a financial loss. When a financial institution is involved, the crime is referred to as a financial sector crime. Tax evasion, embezzlement of company funds, and the sale of fictitious insurance plans are just a few examples of financial crimes, while money laundering, credit card fraud, and check fraud are all instances of financial sector crimes. Most white collar crimes are classified as financial or financial sector crimes.
Although most financial crimes are felonies that carry harsh sentences, such crimes are becomingly increasingly common.
 
Summary

Embezzlement is diverting business cash or assets by a member of staff. 

Cash businesses such as betting shops and charities are particularly vulnerable to this type of crime, but it can also be committed on a larger scale by senior figures, as in the case of Bernie Madoff.


3. What is forgery? And what is the difference between forgery and uttering? (7)

Forgery is the creation of a false written document or alteration of a genuine one, with the intent to defraud.

There are many different types of forgery such as:
· Signing a check from another party’s account with that party’s signature
· Providing a falsified signature on legal documents such as a will, insurance policy, etc.
· Altering documents without the approval of appropriate parties

Forgery is one of the techniques of fraud, including identity theft. The use of cyber crime in committing identity theft is the fastest growing crime.

There is a lot of advice and support available to help people who have been affected by various types of fraud. There are also simple steps to protect you from fraud, some examples are shown below:
· Do not give any personal information (name, address, bank details, email or phone number) to organisations or people before verifying their credentials
· Many frauds start with an email. Banks and financial institutions will not send you an email asking you to click on a link and confirm your bank details. Always question whether an email could be bogus
· Destroy and preferably shred receipts with your card details on and post with your name and address on. Identity fraudsters don't need much information in order to be able to clone your identity
· If you have been a victim of fraud, be aware of recovery fraud. This is when fraudsters pretend to be a lawyer or a law enforcement officer and tell you they can help you recover the money you've already lost

The most common form of forgery is signing someone else's name to a check. Objects, data and documents can also be forged. Legal contracts, historical papers, art objects, diplomas, licenses, certificates and identification cards can be forged. Currency and consumer goods can also be forged, but this crime is usually referred to as counterfeiting.

Example of Forging a Will – Harold Shipman

One of the most important financial documents that anyone can draw up is a Will and there have been some notorious examples of Will forgery over the years. The serial killer, Dr Harold Shipman, for example, as well as murdering a number of his patients, also forged the Will of at least one of them and a few years ago the courts heard a case involving a deceased wealthy businessman where both his wife and mistress forged Wills in an effort to benefit from his estate.

Example of Cheque Fraud– Frank Abignale, Jr

Frank William Abagnale, Jr. is an American security consultant known for his history as a former confidence trickster, check forger, and impostor between the ages of 15 and 21. He became one of the most famous impostors ever, claiming to have assumed no fewer than eight identities, including an airline pilot, a physician, a U.S. Bureau of Prisons agent, and a lawyer. He escaped from police custody twice (once from a taxiing airliner and once from a U.S. federal penitentiary), before he was 21 years old. He served less than five years in prison before starting to work for the federal government. 

Example – 2013 conviction for Cheque Fraud

In 2013, a woman was been convicted of possessing more than £50,000 in criminal property and using it to buy herself a new car. 
Rhianna Thomas, of Coopers Lane, Abingdon, was found guilty of two counts of possessing stolen property, after receiving two fraudulent cheques. 
On March 9 and April 11, 2011, her husband Arron, 32, deposited £29,895.67 and £24,162.97 into her account after creating false invoices though his Oxford employer, Grafton Merchanting. 

Uttering

Uttering is a crime that entails the knowing presentation of a false document with the intent to defraud the party to whom the document is presented.

Examples of uttering are:

· Fake documents presented to banks when applying for a mortgage or finance (driving licence, fake or altered bank statements, fake pay slips)
· Fake school applications (altered utilities bills and bank statements)
· Certification of a forged will
· Presenting Forged documents in court
· Submitting falsified receipts as company expenses
· Depositing a fake cheque to a personal account


Summary

Forgery is making or writing with the intention to deceive, whereas uttering is offering forged instruments with the intention to deceive.

The crimes of forgery and identify theft are growing, in part due to the massive amount of personal information available on the internet. Cyber crime is a rapidly expanding crime.


Case Study
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? 

How much cash was in the house

The Forensic Accountant would need to compare the Accountants report to police records to ensure that they have the same starting point ie, how much money was in the house and needing to be accounted for.

Pay slips and sources of income

Financial records such as pay slips would be assessed and compared to the information provided within the accountants report.


Thorough review of bank statements - Income

Most individuals have a constant source of income, for example salary from employees or government benefits.
All deposits to the couple’s bank and savings accounts would need to be reviewed and investigated. For salaries, these should be checked back to pay slips and verified with the employer.
Other deposits, in particular cash deposits should be investigated and their source identified.

Thorough review of credit card and bank statements - Expense

Most households have standard expenses such as mortgage payments, bills and utilities. The forensic accountant should review and investigate how expenditure is being paid and collate evidence to support this. There should be a pattern of income being tracked through to expenditure.


Spending method ie, cash or credit

The forensic accountant should determine how the couple spend their money. Is their spending via cash or a bank account or via credit cards. 

Each of these should be traced back to the source of funding, for example, savings accounts or income from legitimate sourced.

Other forms of Income

The Forensic accountant should include other forms of income in their assessment, such as interest on accounts, dividend income, inheritance and income from trust funds.

Legitimate Savings

The forensic accountant needs to assess how much legitimate savings belong to the couple.
Are there withdrawals from savings which would account for the amount of cash found at the couple’s property? 
How is the saving account or accounts being funded?

Findings in report 

The Forensic accountant should check whether the cash found at the house can be tied to a specific source ie, cash or from bank.
Does the report provide detailed accountability for the cash found? Is the explanation provided feasible?

Does the report accurately portray the couples finances compared the information collated by the Forensic Accountant? 
 
Recent purchases

Recent purchases should be reviewed to ensure that they are in line with the couples income and savings withdrawals.
The Forensic Accountant would need to investigate whether their expenditure could be accounted for from legitimate income.
For example, if the couple earned the minimum wage and had limited savings, but had recently bought two new cars with cash, this would indicate that that the couple have an alternative, potentially criminal income source. 

Assets belonging to the couple

The Forensic accountant would assess the couple’s assets and investigate how these have been funded.

Are there “hidden” assets which have not features in the accountants report?

Movement in the Couples Assets

The investigation would review whether there has been movement in the couples assets. For example, the cash may have been generated by the couple selling a car or property.
Conversely, an increase in the couple’s asset wealth needs investigation and explanation. 

The cash found at the property could be the tip of the iceberg and there may be further unexplained income to identify and consider.

Compare pay slips and other legitimate income against their standard outgoings (mortgage, bills, loans) to identify whether savings are achievable

The Forensic Accountant may need to look into how the couples savings accounts have been funded. Were the legitimate savings built up over a long period? Did the couple inherit money? Can they explain how the savings have been built up? 

Completeness of the Accountants Report

Part of the investigation would look at the completeness and accuracy of the accountants report. Does is contain all expenditure for the period or is it just focused on explaining the cash found at the couple’s home?
The forensic accountant would review the accountants report in detail and verify or dispute information contained within it.
Investigating the flow of cash is complicated and transactions can be hidden in layers of dealings. It is the role of the Forensic investigation to identify what is really going on based on all of the information available, rather than a simple explanation such as spending from savings.

And how he was able to conclude that the husband and wife must have had access to unidentified sources of income?


The Forensic Accountant will have assessed the couples spending compared to legitimate income. It is likely that they have been spending over and above legitimate sources of income.

As mentioned within the case study, the couple was unable to provide an explanation for the unidentified income.

Legitimate income is usually relatively easy to evidence. Most individuals have only a few sources of income and even if they no longer have supporting documents, the companies or organization behind the payments are likely to have records going back many years. 

The government dictates that limited companies must normally keep records for at least 6 years from the end of the last company financial year they relate to.

Summary

As mentioned within the case study, the Forensic Accountant was able to show that the couple has spent considerably more cash than apparently received and from this he was able to conclude that the husband and wife must have had access to unidentified sources of income.
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