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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. Give short answers for the following questions: 
i. In what way do the effects of crime influence economy?

Crime has two effects on the economy; microeconomic and macroeconomic effects. The effect of crime on an individual or a business is evaluated under microeconomic effects while the effects on local communities, domestic and global markets is evaluated under macroeconomic effects. 
Under microeconomic effects the victim who may be an individual or a business may lose money or property. It may be hard to assess to value of the loss even after prosecuting the criminal. 
Under macroeconomic effects of crime on local communities and at regional, national and international scales are investigated. 

ii. How does crime costs the economy and tax payers?
Crime costs the economy and tax payers because tax payer’s money is used to cover the costs of preventing crime and dealing with the effects of crime at the cost of providing other public goods.  Below are some of expenses incurred by the tax payer in dealing with crime:
· Law enforcement – costs incurred in maintaining a police force
· Crime Prevention – community programmes to prevent crime which are often supported by the tax payer
· Drug rehabilitation and prevention programs supported by public and private funding
· Incarceration - prison facilities and maintenance costs are footed by the taxpayer
· Courts - the costs of operating maintaining a legal system is often funded by taxes
· The cost of employing prosecutors
· The costs of hiring public defenders who are often unable to afford a defence attorney comes at the expense of the taxpayer
· The hospitalisation costs of victims and that of the justice system employees 
· Businesses who lose gains due to criminal acts may have to raise prices or lay off employees to offset expenditures
· Insurance companies may charge higher premiums with increased need for coverage due to crimes to increased claims. 



iii. What is ‘Arson’?
Arson is the malicious and intentional burning of another person’s dwelling. In order for a charge of arson to be applied a significant part of one’s property must have been damaged. Insignificant damage to property do not qualify as arson. A charge of arson can also be applied when a person destroys a building by fire while in the act of committing another crime. 

iv. What is money laundering? Point out some activities which could encompass money laundering.
Money laundering is the concealing of gains from unlawful activities through various schemes. 
Some activities which encompass money laundering are;
· Cross border transfers of money and monetary instruments 
· Purchase of property with large amounts of cash
· Depositing large sums of money in various financial institutions
· Maintaining offshore bank accounts with huge amounts of money
· Transmission of public funds
· Unlawful gain of money

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

The forensic accountant must base his assessment on a predication initiated by a lawyer. Since there is not enough evidence he then has to develop a fraud theory approach. Here a brainstorming session is held to propose a probable fraud scheme and how the couple used this to acquire these large sums of money. 
Based on this theory a fraud investigation plan is developed and the forensic accountant devises a method of collecting adequate and relevant forensic evidence. Here the couple’s financial records such as bank account statements, expenditure reports such as credit and debit card statements can be assessed. Connections of the couple such as employees, colleagues, neighbors, family and friends can also be interviewed to establish sources of income, habits and activities of the couple which could be associated beyond reasonable doubt to fraud. Finally the forensic accountant could interview the couple. 
In the process the forensic accountant must make sure to safeguard all kinds of evidence collected.
The forensic accountant can conclude that the couple has extra sources of income if after collecting all evidence it is established that the couple’s cash at hand far exceeds incomes from all different known and legal sources and expenditures. 
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