[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Alexandros Ali Dezyanian

	Student Number:
	1349

	Course:
	Diploma in Forensic Accounting

	Assignment NO:
	Unit 2: Crime & Economy



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)	Short answers:

a.	Effects of crime influence economy
The effect of economy can be evaluated via:

i) Microeconomics – how individual consumers and businesses within regional / national and international markets affected as a result of criminal activities. Victims of crime usually suffer financial loss and/or even reputational loss. Sometimes assessing the full financial loss can only be assessed following a criminal investigation and prosecution. Reputational loss is more difficult to ascertain.

ii) Macroeconomics – a level up from microeconomics analysing the effect of crime on local, national and international communities and business groups.


b.	Crime costs economy and tax payer
Some examples of costs attributed to crime are:

i) The cost of policing, monitoring, protecting and preventing criminal activities. For example, personnel, equipment and any associated support services.
ii) [bookmark: _GoBack]Prevention measures and programs such as crime stoppers and educational programs funded by tax payer.
iii) Private and public funding of drug rehabilitation and prevention programs, which helps to tackle the root of some criminal activities.
iv) Provision of housing prisoners and all associated expenses to care for them during the period of incarceration. This would include any educational programs during their sentence.
v) Criminal justice court – cost to the tax payer again to provide judges and all support staff and resources for the courts.
vi) Lawyers and solicitors involved on both prosecution and defenders funded by legal aid.
vii) Healthcare provision and treatment for criminals and criminal victims, which have proven to be very high. 
viii) Knock on effect on businesses when they have suffered financial loss whether it is through theft, malicious damage or embezzlement. Sometimes business take measures to compensate for such losses by increasing their prices or laying off staff to save costs.
ix) When business (and individuals) claims for financial loss through insurance companies, it is common practice for insurance underwriters to increase renewal premiums. Also, any new insurance policies for same geographical area where loss has occurred will be affected.


c.	Arson
Definition of arson is the burning of another person's domestic or business building property with malicious or willful intent. The crime is focused on damage to property and threat to occupants. The law states that real burring of whole or part of a property must have occurred in order for an arson charge to be issued.


d.	Money laundering
Can be defined as the concealment of any personal or business financial gains through unlawful activities. Below are some activities which could be considered suspicious and classes as money laundering:

i) International money transfers without sufficient transactional records.
ii) Cash purchase of tangible and intangible properties.
iii) Depositing cash into different banks and financial institutions.
iv) Large deposits and cash balances held in offshore bank accounts.
v) Any funds derived from unlawful activities.
vi) Domestic and international transfer of funds on behalf of the public.


2)	Embezzlement
Definition: The act of diverting business income to one's personal use, carried out by the employees of the business. The term skimming is referred to the same activity but only where the fraud is carried out by the officers or owners of the business. Cash businesses are the most at risk of embezzlement and skimming.

Financial crimes deal with a series of criminal activities carried out where there is a presence of something valuable, there has been the opportunity to take something unlawfully without being detected, the persona carrying out the criminal activity was willing to commit the offence.

Here are some examples: arson, bankruptcy fraud (non-disclosure of assets when filing for bankruptcy), bribery, loan-sharking (lending money at higher interested rates permitted by the law), credit card fraud (using someone else's credit card for transactional purchases without their permission), tax fraud (false declaration of income or gains to avoid paying the appropriate level of taxes).



3)	Forgery
Definition: Material or deceitful modification of any writing (signatures, legal documents, certificates) with the intention or deceiving or harming another person's rights.

Uttering is the intent to deceive someone by offering or presenting the forged instrument. Examples are:

a) Presenting fake licenses in order to receive compensation.
b) Depositing fake cheques into bank account.
c) Use of forged instrument in court.
d) Delivering forged note to pay a debt.
e) Obtaining certification of a forged will

Case Study

Although the accountant’s report stated that the monies had come from legit savings, the fundamental flaw with the report and where it lacked substance was its inability to address the sources of the income used towards building up the savings.

The forensic accountant would have properly looked into tracing the transactions behind the savings and any documentations which would have served as proof for source of income; for example:
· bank statements
· deposit slips
· pay-in books
· receipts
· sales invoices or invoice booklets
· any details from the bank regarding transfers into the account

Many banks do require a declaration for where source of funds derive from for savings deposits. This varies from bank to bank and is part of their compliance around Anita-Money Laundering checks.

The forensic accountant may have carried out checks on the couple’s regular outgoings (fore example, rent, rates, food, travel, heating and lighting) and put together  an estimate of how much the couple would need to be able to pay for such expenses on a periodic basis. Also, he/she may have found receipts for items purchased such as computers, mobile phones, entertainment, holidays. 

The couple’s refusal to co-operate and provide any reasonable explanation around how they sustain their way of life and how they manage to meet the financial shortfall, further lead to suspicion that couple have access to  or being given monies by undeclared sources. 

The sources could be either cash given by friends or family, which on the face of it would not be criminal. Alternatively, if the couple is unwilling to provide any explanation, then there would be suspicion around the source of income being from “business transactional” activities where the monies were never deposited into a bank account and never included in any tax returns.  The absence of any declared income with HMRC would be further verification that the monies are coming from unidentified sources and possibly leading to tax evasion.

The burden of proof lies with the accused and the couple’s inability to provide substantiated evidence of where the additional sources of income are coming from would only lead to conclusions around that the monies are from undeclared and / or illegitimate activities.
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