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Marking Criteria:
We expect the learners to write minimum one well expressed point inthree 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.
	Please insert your completed assignment ( in word format)  here:

Crime And Economy

ASSESSMENT # 2

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

Crime has significant impact on society in both the aspects of Microeconomics and Macroeconomics. Further, crimes are not committed solely by any single race or class of people. Crime is committed by people of all origins and backgrounds, and its effects are felt by all in society, not just those in direct contact with the crime.

Effects on Microeconomic point of view– This evaluates the effect of crime on businesses and individuals. In the microeconomic point of view, the crime will severely affect on individual or businesses in a way of loss of money and property and which finally having an impact on General Public as well.

· Effects on Macroeconomic point of view – Crime will directly impact on physical damage and prevention costs, but also indirectly influences the local/regional and national economy of a country. Macroeconomic level crime influences economic growth, income. Labor force participation, and further significant amount money should be invested for crime prevention. 
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II. How does crime costs the economy and tax payers?
There are many ways that crime costs the economy and the tax payers. The costs of crime are very substantial and which effect on community and national economy and even in international levels. Some of the significant cost components of crime to economy and tax payers can be summarized as follows.

Law enforcement cost – Carry the cost of training and maintaining of police department, equipment, buildings and their supporting staff. Since these department does not generate any income providing their services, taxpayers has to bare their cost.  
Cost of Prevention of Crime–Expenses need to borne by the tax payers to develop the community program to help to prevent the occurrence of crime.     

Incarceration
These include expenses for food, housing, clothing, medical care, supervision and training for inmates in jail. To provide such facilities to prisoners government has to expense substantial amounts of money which provided by taxpayers.
.
Criminal justice and courts
These include costs for judges, court reporters, clerks, buildings, etc. To Operating and maintaining the legal system carries considerable costs which paid by the taxpayers.

Costs of Hospitalization
The cost of medical treatments required by the criminals’ victims are very significant and this affects consuming tax payers’ money.

III. What is ‘Arson’?
Arson is a crime of intentionally, deliberately and maliciously burning of other person’s dwelling such as setting fire of buildings, vehicles or property etc. This is not only damaging to the property but also threat to which occupants were exposed due to this action.    

IV. What is money laundering? Point out some activities which could encompass money laundering.
Money laundering is the process of creating the appearance that large amount of money obtained from serious crimes, such as drug trafficking or terrorist activities originated from a legitimate source. Recent highlights on “Panama papers” are one of the sources that exposed on money laundering. Following are some of the activities considered as money laundering.

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.
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5. Transmitting money on the public’s behalf, whether overseas or within the country.
6. Any money derived from unlawful activities

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

When an individual is given access to someone else’s property or money for the purpose of managing, monitoring or using the assets for the owner’s best interests, but then covertly misappropriates the assets for his (Individual who was given access) own personal gain and use can be termed as Embezzlement. 

These types of frauds can only be carried out by owners or employees of a business enterprise.
 
Embezzlement is considered a white-collar crime. White-collar crimes are non-violent criminal acts committed for financial personal gain at the expense of another, generally in a business or other professional setting. So therefore the embezzlement is considered as a financial crime.


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 object can be a document, statistics, painting, or any other form etc. If an activity to be considered as a forgery, the signature was not made by the person whose signature it is meant to be and someone made the signature illegally.

Offering of forged instrument with the intention to deceive undue benefits is called uttering. 

The difference between the crimes of uttering and forgery is that forgery is the creation of a forged document, while uttering is the act of knowingly using that forged document for obtaining undue advantages.
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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?

While going through the case, it is understood that the concerned money has been properly accounted in the financial statements as defendant’s lawyer has submitted the Accountant’s report which includes the concerned money. 

However as Forensic Accountant, the Accountant’s report should be properly evaluated to identify the sources of income.

He should compare the changes in cash and bank balances between last years in comparison with the current year.

He should further carry out the income statement and balance sheet review thoroughly (Those information should be available as Accountant’s report has already been prepared for the concerned husband and wife. Even though it is not mentioned in the case that they are having a business, they might be running a entrepreneurship)  

Further forensic account will be able to have a discussion with the Accountant as well to get some additional information about the sources of income.
 
As forensic accountant, he should know that there are many ways to earn the illegal money and it is difficult to track without proper investigation. The couple could use the following methods/ process to collect the illegitimate income. 
· Collecting the Bribery. 
· Credit card fraud,
· Stock Fraud and manipulation
· Forgery and uttering
· Bank Fraud
· Government contract fraud. 
· Money Laundering
· Inside Trading
· Identity theft etc.
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To confirm the additional sources of income forensic accountant could use followings steps.

Income and expenditure  verification
· Should review the husband and wife income pattern for last three years using their financial and tax payment details. Such as their Salary income / Saving Interest / any other income (With this FA will be able to understand that how much income they have disclosed for tax payments)

· Collect all source documents of the related income (deposit slips / salary slips/ interest notification from bank or financial institutions) and cross check with the recorded details in the accounts. 


· Obtain written confirmations from relevant parties or institutions regarding disclosed income in accounts.

· All expenses during last three years should be verified and match with income generated. With this FA will be able to identify whether the expenses are more than the income. In that case he will be able to see still they have cash excess instead of overdraft or negative balances. And further can be matched with their debts as well.

· After matching one by one with the supporting source documents on income forensic accountant could be able to identify the deposits/receipts which are not matched with disclosed accounts.


· Once collect the depositor details, forensic accountant should interview the depositor and collect the fact from him such as reason for deposit the cash etc.


Personal & social behavior.
Before coming to a conclusion, forensic accountant must check their social living patterns.  He should be able to investigate with third parties and neighbors regarding their current and previous movements in terms of attitudes and social behavior. 

 Review the connection between the couple and the government offices, company owners, banks and whether any types of suspicious individuals visiting the house frequently etc. 
Review their education backgrounds and their technical competencies.
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Conclusion 

After verifying all sources of income expenditures social and personal back ground, Forensic Accountant should be equipped with all supporting evidence to have an interview with the couple. While verifying financial accounts and tax related documents, he will be able to come to a conclusion that whether income is come from legitimate sources or not. With all these information, at the time of interview with the couple, still they are not cooperating and not able to prove that the concerned income sources generates from legitimate sources, that Forensic accountant could be able to conclude that they have an access to an un identifiable income sources and case can be escalated to next level such as court proceedings which can be mentioned in his Forensic accountant report.
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