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Question one
What way do the effects of crime influence the economy?

Crime imposes huge economic effects on the European society. Crime not only leads to material costs for those who have become victimized, but  also forces local and national authorities to spend billions on the prevention, detection and the prosecution of criminals. The British Home Secretary researchers  - Brand and Price (2000), estimate that the cost of crime to be between 35 – 60 billion pounds per year for England and Wales. Crime not only leads to financial and physical damage costs, but also influences the local, regional and national economy of a country. According to researchers, crime acts like a tax on the entire economy. It discourages domestic and foreign investments. On a macroeconomic level, crime influences:
· Economic Growth
· Income
· Labor force participation
· Income spent on security measures
· Re- allocation of resources creating uncertainty and inefficiency.

How does crime cost the economy and the tax payer?
How does crime cost the economy? This question is illustrated by using Cyber Crime

Cyber Crime has a significant impact on economies worldwide. A new report from the centre of Strategic and International Studies (CSIS) concludes that Cyber crime cost businesses approximately 445 billion worldwide with an impact on 150,000 jobs in the EU and 200,000 jobs in the USA. The most significant cost from cyber crime comes from its damages to company performances and to national economies. Cyber Crime damages trade, intellectual property, Innovation and global economic growth. 

How does crime cost the taxpayer?
Taxpayer’s costs also known as Government costs are the key considerations in the policy making decision. Decision makers are interested in the amount of money it will cost Government to implement criminal justice policies and programs as it relate to taxpayer pockets. 
Taxpayers fund the operations of law enforcement which include police and sheriffs
Courts which include prosecution, defense, judges and administration 
Corrections which include jails, prisons, probation and paroles.
Today’s high rate of  incarceration is considerably costly to the American taxpayers with the government bearing the bulk of the fiscal burden. In addition to these budgetary costs, current incarceration policies generate economic and social costs for both the imprisoned and their families.

What is Arson?
Arson is defined as a willful and malicious act of burning or charring of property. There are many types of arson crimes but while the majority of arson crimes involve buildings, arson can also be committed by a person who sets fire to forest land or even a boat. Arson statutes typically classify arson as a felony due to its potential to cause injuries or death. In many instances people will engage in arson activities to commit insurance fraud in an attempt to get quick money.

What is money Laundering?
The concealment of the origins of illegally obtained money, typically by means of transfers involving foreign banks or legitimate businesses. It is also the process of taking the proceeds of criminal activity and making them appear legal.
Laundering allows criminals to transform illegally obtain gains into seemingly legitimate funds. Criminals require their illegal funds laundered in order to move money freely through society without fear from the police or any tracing activities to their criminal deeds.
Money laundering usually consists of three distinctive stages:

Stage one - Placement This stage is associated with the depositing of funds in financial institutions or the conversion of cash into negotiable instruments such money orders and travelers cheques.

Stage Two – Layering 
This stage involves wire transfers of funds through a series of accounts in an attempt to hide the true origin of the transferred funds. This often means transferring funds to countries outside the USA such as the Cayman Islands, The Bahamas and Panama each boasting strict bank secrecy laws. Once deposited in a foreign bank, the funds are moved skillfully through accounts of Shell corporations existing solely for laundering purposes. The high daily volume of these wire transfers causes difficulty in the tracing of transactions by law enforcement agencies. 

Stage three – Integration 
This stage is concerned with the movement of layered funds which are no longer traceable into the financial world where they are mixed with funds of legitimate origin.

Activities for Money Laundering
Money Laundering is creating fake sources  of money from a crime in order to spend it without authoritative interference. Example – A drug dealer makes one million dollars from the sale of drugs. He become restricted in spending the money on a house, a car or even a boat. He therefore opens a bar/tavern and pad the books to show huge profits while paying taxes on the money. Suddenly it appears as if he earned the money through his tavern and can now spend the money without suspicion of anyone.

What do you understand by the term embezzlement and why is it considered a financial crime?
Embezzlement is defined as theft/larceny of assets(money or property) by a person in a position  of trust or responsibility over those assets. It typically occurs in the employment and corporate setting. For example, accounting embezzlement, a common form of this crime, is the manipulation of accounting records to hide theft of funds. In order for a charge of embezzlement to be supported, four factors must be present. 
· There must be a fiduciary relationship between two parties – that is there must be a reliance by one party to the other.
· The defendant must have acquired the property through the relationship  rather than in some other manner
· The defendant must have taken ownership of the property or has transferred it to someone else.
· The defendant’s actions were intentional.

Why is it considered a financial crime?
A financial crime is any none violent offence committed against an individual or corporation and results in a financial loss. When a financial institution is involved, the crime is referred to as 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.

What is forgery? And what is the difference between forgery and uttering?
The crime of forgery generally refers to the making of a fake document, the changing of an existing document or the making of a signature without authorization. Those who commit forgery are often charged with the crime of fraud.

The crime of uttering is committed when someone with intent to defraud knowingly sells, purchases, or attempt to sell a forged document.

The distinction between the crimes of uttering and forgery is that forgery is the creation of false documents while uttering refers to the act of knowingly using that forged document.

Case Study – As part of an ongoing investigation, the police raided a house and found a large quantity of cash. The occupants of the home claimed that the monies were savings which they had withdrawn from their bank accounts. The police suspected that the funds were the proceeds of the crime they were investigating and made an application to confiscate the funds.
The defendant’s solicitors obtained accounts report which concluded that the monies had indeed come from legitimate savings. The forensic accountant was instructed by the police to review the report’s findings. He was able to show that the couple had spent considerably more cash than apparently received and concluded that the couple must have had access to an unidentified source of income. The couple refused to provide an explanation for the unidentified income, so the court granted the application to confiscate the funds discovered by the police.

Question
Based on the above case, what do you think that the forensic accountant would have assumed to get to know the actual facts about the money? And how he was able to conclude that the couple must have had access to an unidentified source of income?.

In my opinion, the forensic accountant must have  assumed that this incident is a money laundering activity and as such started an investigation to confirm his assumption. To do this he should ask the couple to demonstrate or provide evidence in support of their source or sources of funds. The following would attest to any legitimate sources of funds.
· Tax returns for the last five years
· Employment verification letter
· Personal financial statements 
· Evidence of stocks or bonds owned

To further verify money laundering as a suspected activity, the forensic accountant must do the following:
· Conduct a thorough forensic financial analysis of the business and personal records to develop financial profiles of the individuals participating in suspicious activity
· Gather evidence and prepare search warrants associated with the financial analysis
· Identify and trace funding services and interrelated transactions
· Compile findings and conclusions into a financial investigative report
· Meet with prosecution attorneys to discuss strategies for litigation and testify if required.









