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Question 1

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

Crime is defined as an action or omission that constitutes an offense that may be prosecuted by the state and is punishable by law. 

Crime has significant effects on the society that can be studied in two major ways:
• Microeconomics
• Macroeconomics
Microeconomics evaluates the effect of crime on businesses and individuals, macroeconomics analyses the influence of crime on local communities, domestic, and global markets.

Crime has a significant impact on the economy, therefore crime must be managed in order to deal with threats to the individual, safety and rights as well as those of the society. Crime has become a normal part of our society; hence the issue of security must be a shared responsibility between all stakeholders. Crime discourages domestic and foreign direct investments; it reduces firms' competitiveness, and reallocates resources creating uncertainty and inefficiency. The impact of economic variables on crime has been widely investigated over the years.

II. How does crime costs the economy and tax payers?
Criminal activity acts like a tax on the entire economy: it imposes great costs to the public and private sectors, such as stolen and damaged goods, lost lives, security spending, pain and suﬀering. The estimation of such social cost of crime has become an important ﬁeld of study in the last few decades (Czabanski, 2008), which shows how crime imposes a signiﬁcant burden onto society.

 For example, Brand and Price (2000) estimate the total crime costs in Wales and England for the Home Oﬃce using survey data. They estimate a total expenditure equals to the 6.5% of the Gross Domestic Product (GDP). 

Anderson (1999) ﬁnds that the total annual cost of criminal activity in the United States accounts for 11.9% of the GDP.

 A recent work of Detotto and Vannini (2009) evaluates the burden of a subset of crime oﬀenses in Italy (about 65% of all crime oﬀenses) during the year 2006. The estimated total social cost exceeds the 2.6% of Italian GDP.

It is important to note that while all crimes create a financial cost on the economy, White-collar crimes generally generate less concern in the public mind than other types of crime, however in terms of total dollars; white-collar crimes are even more consequential for society. Nonetheless, these crimes are generally the least investigated and least prosecuted

KPMG 2003 Survey reveals that reports of fraud (Financial Crimes) are increasing, presumably due to the passage of the Sarbanes-Oxley Act in 2002. Organizations are not only reacting to fraudulent activities but establishing measures to prevent fraud from occurring. In the 2005 Survey, 77% of the respondents confirmed that their company implemented a code of conduct to articulate the values and standards of the organization. 81% of employees said that they would report misconduct to a supervisor or manager.
These statistics demonstrate willingness within the organization as a whole to fight financial crime. 


III. What is ‘Arson’?
According to law, malicious and intentional burning of another person’s dwelling is defined as arson. The crime is not only concerned with the resulting damage to the property, but also the threat that the occupants were exposed to by this crime.
In some cases, the definition of the crime is expanded to include the burning of one’s own property if done for an improper or fraudulent purpose. Some acts of arson are motivated by attempts to collect money through false homeowner’s insurance claims. 


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

When persons or business entities conceal the gains from unlawful activities through
various schemes and methods, it is called money laundering.. Money laundering events include:
              1. Transfer of money and other monetary instruments to and from overseas.
              2. Buying various tangible and intangible properties with large amounts of cash.
              3. Depositing large amounts of money into different financial organizations.
              4. Maintaining offshore bank accounts with huge balances.
              5. Transmitting money on the public’s behalf, overseas or within the country  
6. Any money derived from unlawful activities.

In money laundering, perpetrators move the funds through various channels before claiming them from what appears to be legitimate sources. The International Monetary Fund estimates laundered funds to be 2%-5% of the world’s gross domestic product. This estimate suggests that laundered funds total somewhere between 590 billion and 1.5 trillion each year.


Question 2

What do you understand by the term ‘Embezzlement’? Why it is considered a financial crime.
Embezzlement is the wrongful appropriation of money or property by a person to whom it has been lawfully entrusted (or to whom lawful possession was given). Embezzlement involves a breach of trust, or good faith between the parties. 

                 The elements of embezzlement vary somewhat by jurisdiction, but generally are:
                 The defendant took or converted money or property: 
· Without the knowledge or consent of the owner
· That was properly entrusted to the defendant

Cash businesses are increasingly susceptible to embezzlement and skimming, such as grocery stores, bars, nightclubs, liquor stores, or coin-operated machines. In most such crimes, the embezzled or skimmed money cannot be traced from the business organization to the perpetrators.


      

Question 3

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


The deceitful making or material modification of any writing with the intention to deceive or harm another person’s rights is called forgery. The intention to deceive is the basis of the crime of forgery. Forgery may be committed in several ways, such as writing with pencil or ink, by typewriter, carving, printing, or even pasting one name over another. The crime of forgery must have the following two features:
1. The signature was not made by the person whose signature it is meant to be.
2. Someone made the signature illegally.

According to the Association of Certified Fraud Examiners (ACFE): 
A forgery occurs when a document is not what it claims to be. A document is not a forgery just because it contains a false representation. To constitute a forgery, the writing as a whole must have clear legal significance.

Offering of a forged instrument with the intent to deceive is called uttering. Specific
examples of uttering or publishing are:

1. Presenting a fake license as evidence to receive compensation.
2. Depositing a fake check to a personal account.
3. Delivering a forged note to pay a debt.
4. Getting certification of a forged will.
5. Using a forged instrument in court.

























Case Study

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?

1. Bank  information
· Bank statements
· All records of payments, cancelled cheques, wire transfer receipts, receipts for purchase of cashier cheques, money orders and withdrawal slips. 

· 2.   Financial statements – Tax returns.

3.   Behavioral profile of suspects: 

The Forensic Accountant could have looked at the suspect’s behavioral profile; spending habits, gambling and credit card purchases. Basically comparing spending habits to income or salary level.

In proving income from illicit sources, a behavioral profile may help the forensic accountant to understand the source of funds.

The behavioral profile might provide evidence of a possible motive of the crime, such as large debts, as well as additional evidence of illicit funds.

 For example, if the suspect spent significant amounts of cash and had no corresponding cash withdrawals from disclosed bank accounts or no admitted sources of cash income, there must be other, undisclosed sources of income.
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