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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 i. In what way do the effects of crime influence economy?
Crime not only leads to material and immaterial costs for those who have become victimized, but crime also forces local and national authorities to spend billions on the prevention of crime and the detection, prosecution and punishment of criminals. For the Netherlands, for example, the costs of crime are estimated to be 20.2 billion euro in 2005, approximately 4.1 percent of the GDP. 
Primary economic impact of crime
In general, economists use two types of methods to further categories the costs of crime. The first way is by defining the subject who bears the effects (victims, potential victims, society.). From an economic point of view, criminal offences can be aimed against:
· individuals/households
· the commercial sector/companies]
· the public sector/society
A second approach of categorizing is by breaking down the costs in relation to individual incidents (Davidson, 1999). This way, the costs of crime are categorized as:
1. In anticipation of crime: mainly costs of precaution measures to avoid crime such as locks, alarm prevention programs and surveillance.
2. Because of crime: for instance, loss of property, medical and health care costs, victim support etc.
3. In response to crime: costs considering police, prosecution, court proceedings, sanctions.
Secondary economic impact of crime
Crime not only leads to financial or physical damage and prevention costs, but also indirectly influences the local/regional and national economy of a country. According to Detotto and Otranto (2010), “crime acts like a tax on the entire economy: it discourages domestic and foreign direct investments]. On a macro-economic level crime influences:
· economic growth;
· income;
· labour force participation;
On a more local and regional level, economists define the following types of impact:
· business impact (crime reduces competitiveness of companies and investments)
· tourism impact
· impact on quality of life/social capital

ii. How does crime costs the economy and taxpayers?
Crime generates substantial costs to society at individual, community, and national levels. In the United States, more than 23 million criminal offenses were committed in 2007, resulting in approximately $15 billion in economic losses to the victims and $179 billion in government expenditures on police protection, judicial and legal activities, and corrections (U.S. Department of Justice, 2004a, 2007a, 2008). Programs that directly or indirectly prevent crime can therefore generate substantial economic benefits by reducing crime-related costs incurred by victims, communities, and the criminal justice system. The cost of crime to society can be divided into four fundamental components:
Victim costs
Direct economic losses suffered by crime victims, including medical care costs, lost earnings, and property loss/damage.
Criminal justice system costs
Local, state, and federal government funds spent on police protection, legal and adjudication services, and corrections programs, including incarceration.
Crime career costs
Opportunity costs associated with the criminal’s choice to engage in illegal rather than legal and productive activities.
Intangible costs
Indirect losses suffered by crime victims, including pain and suffering, decreased quality of life, and psychological distress.

iii. What is ‘Arson’?
Arson is the intentional act of setting ones property on fire deliberately. In most cases, it is referred to the burning of a buildings but it can also typically include the intentional burning of other things like motor vehicles, watercrafts and forests. Charges are typically elevated to aggravated arson when the structure is occupied. Some acts of arson are motived by attempts to collect money through false homeowner’s insurance claims.  Many states recognize differing degrees of arson, According to (Find Law) there are three degrees of arson:
a) First-degree arson: refers to an intentional fire set in a home, house of worship, or occupied building.
b) Second-degree arson: Includes the intentional burning of an unoccupied building or vehicle.
c) Third degree arson: includes the intentional burning of someone’s personal property. Some states regard this third act not as arson but as destruction of property.  
First and second-degree arson usually constitute a felony, while third degree arson and destruction of property are often categorized as misdemeanors.
 iv. What is money laundering? Point out some activities, which could encompass money laundering.

A simpler definition of money laundering would be a series of financial transactions that are intended to transform ill-gotten gains into legitimate money or other assets. It can also be described as a scheme in which criminals try to disguise the identity, original ownership, and destination of money that they have obtained through criminal conduct. The laundering is done with the intention of making it seem that the proceeds have come from a legitimate source. There are many forms of money laundering though some are more common and profitable than others. Some of the more popular money laundering techniques include:
· Bulk cash smuggling involves smuggling cash into another country for deposit into offshore banks or other type of financial institutions that honor client secrecy.
· Structuring, also referred to as “smurfing,” is a method in which cash is broken down into smaller amount, which are then used to purchase money orders or other instruments to avoid detection or suspicion.
· Trade-based laundering is similar to embezzlement in that invoices are altered to show a higher or lower amount in order to disguise the movement of money.
· Cash-intensive business occurs when a business that legitimately deals with large amounts of cash uses its accounts to deposit money obtained from both everyday business proceeds and money obtained through illegal means. Businesses able to claim all of these proceeds as legitimate income include those that provide services rather than goods, such as strip clubs, car washes, parking buildings or lots, and other businesses with low variable costs.
· Shell companies and trusts are used to disguise the true owner or agent of a large amount of money.
· Bank capture refers to the use of a bank owned by money launderers or criminals, who then move funds through the bank without fear of investigation.
· Real estate laundering occurs when someone purchases real estate with money obtained illegally, then sells the property. This makes it seem as if the profits are legitimate.
· Casino laundering involves an individual going into a casino with illegally obtained money. The individual purchases chips with the cash, plays for a while, then cashes out the chips, and claims the money as gambling winnings.

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

Embezzlement is defined as the misappropriation of funds or property by someone who lawfully controls such funds/property, without the knowledge of the owner. It is considered a crime under the federal criminal code and state statutes, and is punishable by jail time, fines, and/or restitution. Embezzlement occurs when someone steals or misappropriates money or property from an employer, business partner, or another person who trusted the embezzler with the asset. It is different from fraud or larceny. The embezzler has permission to handle the property in a certain way (but not to take it). Instead, the wrong doer uses the position of trust granted by the owner to convert the property to the embezzler’s possession and control (to take it).
The most famous embezzlement cases unsurprisingly come with the highest price tags. The startling sums of money taken by the defendants accused and convicted of fraud have made some of them household names.
In 2008, an investment advisor named Bernie Madoff was arrested for taking over $50 billion in funds from investors—the largest embezzlement case in history. Madoff carried out his scheme undetected for years. His Ponzi scheme used money from new investors to pay off old investors, making them believe that their investments were a success. Madoff pled guilty in 2009 and received a 150-year prison sentence for his conduct. The scandal rocked the investment-banking world and altered the lives of the people and institutions who had invested their savings with Madoff.
The act of embezzlement can occur in many familiar circumstances. Examples include: 
How Employees Embezzle on the Job
An employee who takes money or property from an employer (or sometimes a customer) and uses it for personal benefit commits embezzlement. Here are a few ways this act can be committed:
· charging more than the cost of the product and pocketing the difference
· “borrowing” money from the cash register
· depositing vendor checks into a personal account
· padding an expense account
· taking inventory or office supplies for personal use
· changing the account books to hide losses or stolen amounts
· moving money from a customer’s account into a personal account
· adding a fake employee to the company payroll
· taking bribes or kickbacks, and
· Tampering with employee time records.
Embezzlement of Property Held in Trust
Embezzlement can occur whenever someone mishandles property that someone else entrusts with him or her. For instance, embezzlement can happen as a result of:
· borrowing money from a sports league or civic organization’s bank account
· adjusting the books to hide a misappropriation of funds
· using a client’s lawsuit award to pay operating expenses
· selling property and pocketing the proceeds without accounting for it to heirs
· using a child or relative’s Social Security check
· setting up a check or credit card kiting scheme, and
· Stealing money through a Ponzi scheme.
Several things are taken into consideration during the punishment phase of embezzlement cases. The exact sentencing in embezzlement punishment depends on the amount of money or property misused, and the defendant’s prior record. When the person is convicted of embezzlement, penalties usually include an order to make restitution, which involves paying the victim back the entire amount, plus interest if required. If the sum is large, the judge may allow the defendant to make payments until the debt is resolved. It is common for the defendant to be placed on probation until the entire amount is repaid. Judges may also impose a harsher embezzlement punishment, including jail or prison time, community service, and court fees. The amount of jail or prison time ordered for embezzlement cases varies, but can range from 1 to 150 years depending on the severity of the case.(Criminal Defense Lawyer)

Financial crime is defined as crime that is specifically committed against property. These crimes are usually committed for the personal benefit of the criminal, and they involve an illegal conversion of ownership of the property that is involved. (ComplyAdvantage). Three factors that may be seen in financial crimes are:
1) The presence of something valuable. 
2) An opportunity to take something without being detected. 
3) A perpetrator willing to commit an offence.
Embezzlement is considered as a financial crime because these same elements must be present for a crime to be considered embezzlement. 
According to the U.S. Criminal Code, in order to charge a person with embezzlement, the prosecutor must prove four elements:
1. There was a trusted relationship between the person accused of embezzling funds and the institution or owner of the funds.
2. The person was given control of the funds through employment.
3. The person took the funds for private use. The person “acted with the intent to deprive the owner of the use of this property.” (ThoughtCo.)
3. What is forgery? In addition, what is the difference between forgery and uttering?
Forgery brings to mind for some people the act of writing a note from one’s mom, signing it with her name, and leaving school to “go to the doctor.”  In other people’s mind, forgery is writing a check out to oneself and signing someone else’s name as the account holder.  In other people’s mind, it is signing a quitclaim deed as someone else, waiving any claim to a piece of land and then filing the deed with the county hall of records. All these acts constitute forgery.

There are four types of conduct that are considered as forgery.  Each is considered a serious crime and a crime of moral turpitude that can have immigration and professional licensing consequences
First, one can be prosecuted for signing someone else’s name without that person’s authorization.  The most common context of this is trying to cash someone else’s check to you by signing the account holder’s signature on the check.  This could be also prosecuted as burglary or embezzlement under certain circumstances.  Alternatively, an example of this could be entering a store, intending to buy items on another person’s credit card and having to sign the receipt.

Second, forgery takes place when one recreates a seal or the handwriting of another (not necessarily a signature) without prior approval.  This form of forgery is common in cases involving driver’s licenses when a minor changes the date of birth so as to appear over age 21 so he or she can buy alcohol and enter certain bars.

Third, forgery occurs when one falsifies legal documents such as a will, quit claim deed or court records.  In elder abuse and loan application contexts, this is common.  The motive may be financial gain or to financially injure someone else.

Last, forgery can be prosecuted when one alters, recreates, create, or publishes false documentation relating to money, stocks, a sale, transfer or exchange of goods or property, including in a property deed, will, trust, or notarized documents.  Our office has seen this take place in embezzlement cases and criminal fraud cases involving Ponzi schemes. (Criminal Defense Lawyer)

Forgery is considered a felony, and is punishable by a range of penalties including jail or prison time, significant fines, probation, and restitution. Some states, however, consider certain types of forgery misdemeanor offenses only, which are punished more leniently than felony offenses (with a maximum incarceration period of one year in most states).
State laws provide a wide range of penalties for forgery crimes, so judges can determine the most appropriate punishment for a given crime. For example, in Oregon, the penalties for forgery may range from probation and community service (for a misdemeanor forgery offense), to five years in prison and a $125,000 fine (for a felony forgery offense). In Minnesota, penalties for check forgery vary according to the amount of money at stake. Many states focus on the type of documents at issue when determining the applicable punishment. In New York, for example, a forgery is classified as “first degree forgery” when the forged instrument is currency, securities, stocks, or bonds. Second-degree forgery involves deeds, government-issued documents, public records, or medical prescriptions. Third degree forgery involves any other types of documents. Both first and second-degree forgeries are felonies, while third degree forgery is a misdemeanor.
The David Stein Forgeries
In the 1960s, David Stein made a living traveling from city to city; selling paintings that he claimed were done by European masters. Since the artists’ signatures were in place, many people fell for the scam. In 1967, one of these artists, Marc Chagall, saw three paintings in a New York City gallery containing his name. He knew these were not his works and he contacted the police. Stein was arrested and spend 22 years in jail. Unfortunately, shortly after his release, he was back to selling fake works of art. (Legal Dictionary) 
Uttering is a crime involving a person with the intent to defraud that knowingly sells, publishes or passes a forged or counterfeited document. More specifically, forgery creates a falsified document and uttering is the act of knowingly passing on or using the forged document.
The elements of the crime of uttering include:
1. a) Passing or making use -- This is any putting into circulation a writing or     document that involves forgery.
2. b) Intent to defraud.
3. c) Knowledge of forgery -- suspicion of something unusual may satisfy this element.(US Legal)
People commonly misunderstand the concepts of "forgery" and "uttering”. While both are criminalized through the same statute, they are fundamentally different concepts. That said, both forgery and uttering carry the same penalty as Class 5 felonies of up to 10 years in the penitentiary, so they are serious charges!
Uttering, on the other hand, does not require that the defendant write anything at all. On the contrary, uttering is the assertion by word or action that a writing known by the presenter to be forged is valid. Essentially, the presentation to another of a document known to contain a forgery would constitute uttering. Even though these offenses seem very similar, they are separate and distinct, and can be charged separately.
Uttering is also separate and distinct from passing bad checks. This code section criminalizes the uttering of a check for which the presenter knows there are insufficient funds. This is different than uttering in that the check need not be a forgery, it simply must be knowingly written on an account with insufficient funds.
Uttering is a crime that involves the act of passing or using a forged document, like uttering a forged check.   The crimes of uttering and forgery are closely related and we often see them both charged in the same complaint or indictment.  Uttering and forgery were both common law offenses.  Forgery is the creation and fabrication of a document with intent to defraud, while uttering is the passing or publication of a forged document that someone else had made with the intent to defraud.   Uttering is the publication of the forged document. To “utter” means and includes, to use or attempt to use a forged document to induce any particular person or entity. This could happen in a number of ways.  For instance, in Massachusetts it is unlawful to utter any of the following things:
 
•    Check;
•    Draft;
•    Forged or altered record;
•    Deed;
•    Instrument;
•    Other writing;
•    railroad company stamp;
•    railroad pass, ticket agent stamp, ticket or mileage book;
•    Seal of the land court or any document with the forged seal.(Law office of Patrick J. Murphy)

Case study
Based on the above case, what do you think that the forensic accountant would have assessed to get to know the facts about the monies? In addition, how he was able to conclude that the husband and wife must have had access to unidentified sources of income?

The issue is that the couple was found with a large amount of money in their home and this raised an alarm. It is not unusual for the police to suspect that the money was from illegal dealings. The whole idea of the banking system in terms of the central banking act or the Reserve Bank Act is that money is supposed to be used for transactional purposes and if they are savings we are required to have the money in the bank 

The general expectation is that if someone is holding a significant amount of cash either they are trading or are involved in illegal activities which is the reason the police were suspicious. Internationally there might be no law against having money in the home but there are amounts that are expected should have been deposited in the bank .Similarly banks themselves are required to bank money and have a threshold that they can keep after that they will have to do a Cash In Transit to the central bank. In this instance there seems to be a violation of the central bank act or a piece of legislation of whichever the law that stands in the jurisdiction that this happened.

The couple claim the money is from savings. The Forensic Accountant will need to identify the sources of savings; They can be long term or shares the stock market. The forensic accountant would have requested information on this. He could interviewed the couple separately to get more information on the sources of income as well as get account numbers. 

[bookmark: _GoBack]Forensic accountant would have to initially get details of the couple that is their full name and occupations. This information will allow them to gain knowledge of their earnings that is salaries and benefits due to them. In addition, other benefits obtained from work can also be seen from their contracts of employment. 

By gaining knowledge and personal details the forensic accountant is able to investigate with all banking institutions and investment institutions to gain access to how many bank accounts they each held. 

Upon getting this, detail records and printouts of bank statements for all accounts are obtained to see the activity within the accounts and the amounts that were being deposited and withdrawn. Upon gaining knowledge of when the crime was committed, the accountant is able to trace if there was any large or unusual transactions that occurred on or around that period. Be it purchase of large assets or increased large transactions .The forensic accountant can also access the credit card print outs to review the activity on each card.Access to personal emails can also be established to assess if there were any communications with suspicious or unknown parties or individuals. Telephone records and sums or text message records can also be used to see if they were any frequent communications that were made to certain numbers as the crime was taking place 

All amounts received and withdrawn will be traced and linked to the individuals and coming up with a trend or an average versus the amount of cash found in their home, they are able to make a conclusion. The serial numbers on the notes and the denominations of the amounts of cash held can be used to assess if they match with the records the bank tellers issued out at the time of withdrawal of the said savings.

The forensic accountant must come up with sufficient and appropriate evidence .A review the accountants report and assess the credibility of information contained in the reports and documents used to conclude the fact. The forensic  accountant will trace the expenditure records of the couple and the time periods of the purchase and assess if they are in line with the period of the crime was committed and perform an analysis of the total amounts spent and actual withdrawals made at the banking institutions. The forensic accountant will have found discrepancies between the couple’s legitimate income and their general lifestyle then a conclusion. Where there was income that is unexplained and cannot be traced to legitimate sources then these can safely be classified as illegitimate funds. In addition, the couple’s unwillingness to explain the unidentified income also leave room to conclude the fact. 
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