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1. (i) The ways the effects of crime influence economy are studied under a branch of economics known as macroeconomics.  In macroeconomics a variety of economy-wide phenomena are thoroughly examined, these will include inflation, price levels, rates of growth, national income, gross domestic product and changes in unemployment.



 (ii) Crime affects economy by placing a financial burden on taxpayers and governments because of increased needs for policing, courts and correctional facilities as well as intangible costs including psychological trauma and quality of life for crime victims, according to Scott Erickson.



Example of costs of crime to the local community:



(a) Law enforcement – Police training costs, buildings, equipment, support staff and maintaining an effective police department.

(b) Prevention of crime - Community programs developed to help prevent crimes, for example crime stoppers and school programs.

(c) Drug rehabilitation and prevention of drugs and alcohol abuse.

(d) Incarceration - facilities provided to prisoners, which includes food, housing, medical care, supervision and training for inmates.

(e) Courts – operating and maintaining the legal system.

(f) Prosecutors - this includes lawyers, office buildings and support staff.

(g) Public defenders - hiring defence lawyers for defendants who cannot afford to pay for this expense themselves.

(h) Hospitalisation - medical expenses for victims of the criminals and others who are working within the justice system.

(i) Business -   when employees and customers steal, companies will either increase prices or lay off staff to compensate for their losses.

(j) Insurance companies – when individuals and businesses with insurance cover suffer from a crime, they will file a claim to compensate for their losses.  This causes Insurance companies to charge higher premiums.



(iii) Arson is the crime of intentionally, deliberately and maliciously setting fire to buildings, wild land areas, dumpsters, vehicles or other property with the intent to cause damage.  Arson often involves fires deliberately set to another person’s property or to one’s own property in order to claim insurance compensation. If someone breaks into another person’s property and accidently starts a fire they will still be guilty of arson.



 This is distinguished from other causes such as spontaneous combustion and natural wildfires.  Slight burns, smoke damage of staining of the building without disfiguring, destruction or actual burning is not serious enough to be considered as arson.







(iv) Money laundering is the process of making illegally-gained proceeds (i.e. "dirty money") appear legal (i.e. "clean"). Typically, this involves three steps: placement, layering and integration. First, the illegitimate funds are furtively introduced into the legitimate financial system. Then, the money is moved around to create confusion, sometimes by wiring or transferring through numerous accounts. Finally, it is integrated into the financial system through additional transactions until the "dirty money" appears "clean”.  - United States Treasury Department.



In simple terms, Money laundering is used to describe a scheme in which criminals disguise the identity, original ownership and destination of money they have got illegally.  The laundering is done with the intention to make the proceeds appear to have come from a legitimate source. 



Activities which would encompass money laundering are the following:



(a) Bulk cash smuggling – involves smuggling cash into another country for deposit into offshore bank accounts or other type of financial institutions that honors client secrecy.

(b) Structuring (smurfing) – cash is broken down into smaller amounts, which are then used to purchase money orders or other instruments to avoid detection or suspicion.

(c) Trade-based laundering – invoices are altered to show a higher or lower amount in order to disguise the movement of money.

(d) Cash-intensive business – this occurs when a business dealing with large amounts of cash uses its accounts to deposit money from their normal everyday business proceeds and money obtained through illegal means.  These businesses provide services rather than goods such as strip clubs, car washes, parking buildings and other businesses with low variable costs.

(e) Shell companies and trusts used to disguise the true owner or agent of large amount of money.

(f) Bank capture – bank owned by money launderers or criminals who move funds without fear of being investigated.

(g) Real estate laundering occurs when someone purchases real estate with money obtained illegally, then sells the property.  

(h) Casino Laundering involves an individual going to casino with illegally obtained money. The individual purchase chips with the cash, plays for a while, then cashes out the chips and claims the money as gambling winnings.



2. Embezzlement – illegal use of funds by a person who controls the funds, e.g. an employee who has access to the Company Money and uses it for their own personal needs. Examples of financial fraud are a lawyer might embezzle funds from a trust account of his/her clients, and a financial advisor might embezzle funds of investors.



Generally, embezzlement is a premeditated crime with the embezzler taking precautions to conceal his/her activities of the criminal conversion of the property of another person. To minimize the risk of being detected, the trusted individual will embezzle only a small proportion of the total of the funds or the resources that they receive or control, in an attempt to minimize the risk of the misallocation of the funds or the resources being detected.  Embezzlement may continue over many years successfully without detection, it is normally only detected if a larger proportion of the funds or resources is needed at one time or they are called on for another use, or when a major reorganisation (the closing or moving of a plant or business office, or merger/acquisition of a firm), takes place which require independent accounts of all real and liquid assets.  Prior to or concurrent to the reorganisation this is where the victim will realise that the funds, savings, assets and other resources are missing.  



This is seen as a financial crime since embezzlement includes the three factors:



1. The presence of something valuable – funds or resources,

2. An opportunity to take something without being detected – minimising the risk of being detected 

3. A perpetrator willing to commit an offence – trusted individual





3. Forgery is the creation of the forged document or alteration to a genuine one with the intent to defraud.



This includes filling in blanks on a document containing a genuine signature or materially altering or erasing an existing instrument.  An underlying intent to defraud, based on knowledge of the false nature of the instrument must accompany the act.  



Instruments of forgery may include bills of exchange, bills of lading, promissory notes, cheques, bonds, receipts, orders for money or goods, mortgages, discharge of mortgages, deeds, public records, account books and certain kinds of tickets or passes for transportation or events.



Methods of forgery include handwriting, printing, engraving and typewriting.

The difference between forgery and uttering is the passing of the forged document that someone else has made with the intent to defraud.  Examples include presenting a fake licence as evidence to receive compensation, depositing a fake cheque to a personal account, delivering a forged note to pay a debt, obtaining certification of a forged Will and using a forged instrument in court.













Case Study

The defendants’ accountant report concluded that the monies had come from legitimate savings.  However, the forensic accountant was able to prove that the cash outflows exceeded the cash inflows, which implies that there were some transactions that were illegitimate. 

The forensic accountant needs to get hold of the defendants’ bank statements and go through the transactions and look in particular for cash entries and withdrawals.  The forensic accountant must determine if the cash withdrawals equal or exceed the money found in the house.

The forensic accountant will need documents from the source of data:

(a) If there were victims of financial crime

(b) Records and documents from third parties

(c) May have to attempt to obtain evidence from the defendants.

The forensic accountant needs to ensure the monies were not from lottery winnings, and hence obtained legally. 

Any transactions from the defendants’ accountant report, the forensic accountant would need to obtain the original receipts and invoices to check for any unauthorised changes and confirm the signatures were authentic.

The forensic accountant would need to go back to the originator of the invoices and check the prices for the goods and services owed and that the bank details are correct.  There has been a case where a fraudster obtained an invoice from a company, changed the bank details, scanned the invoice back to the Company and requested the monies due.  The email address looked illegitimate, so the money was paid straight away.

The forensic accountant would need to see if there were any monies that could have been due to money laundering, examples: from gambling or property sales where the original funds to purchase the property were obtained illegally.

The money found may not be the full amount as the defendants might have used it to purchase items which may not be accounted for especially if they did not go through their bank accounts, for example: expensive jewellery, antique furniture, paintings, original book, i.e. fixed assets.  

There may be credit card fraud if stolen cards are used to purchase goods and then resold and monies received had been paid through the defendants’ bank accounts, otherwise it may be part of the cash found by the police.







[bookmark: _GoBack]The forensic accountant also needs to question if the defendants’ accountant is complicit to the crime and highlight to the police any suspicious transactions that the defendants’ accountant should have picked up. 

For un-receipted cash it will be difficult for the forensic accountant to prove how the monies were obtained. Examples may be from prostitution, drug trafficking, illegal gambling and bribery which the investigating police officer will need to investigate.

The forensic accountant must have concluded that the defendants had access to unidentified sources of income by either; unexplained transactions (which could have been by frequent cash entries, income received from money laundering, and/or forgery and uttering) or by other illegal means as explained above. This is assuming that the transactions have gone through the defendants’ bank accounts as any cash received directly will always be hard to verify.
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