Assessment 2

Question1.

(i)
In what way do the effects of crime influence economy?

The cost of crime has an impact on the wealth and resources of a country.  Crime impacts the economy because it results in resources being utilized in putting programs in place to prevent its occurrence as well as to protect the citizens of the country.

From an economic perspective the cost of crime can be looked at from both the micro (individual) and macro (societal) level.  The microeconomics of crime deals with the effects of crime on an individual and businesses that is, the financial loss as a result of identity theft, arson, in addition to the response to the crime such as increases in insurance premiums, retrofitting of alarm systems, hiring of security, cost of proving one’s identity.  
The macroeconomics of crime, on the other hand involves the response of the public and private sector to the demand for protection of its citizens as well as lobbying for the rehabilitation of those who commit the crime.
(ii)
How does crime costs the economy and taxpayers?

As a result of crime, governments are required to prevent crime; protect its citizens from crime and reassure them the although the crime has been committed that the perpetrator will be dealt with fairly and justly; and this has a cost.

The government therefore uses the taxes collected from citizens of the country to:
a) prevent crime;
· implement programs in schools, local community groups to assist the prevention of crime,

· assist  not-for-profit organizations with subventions,
b) protection;
· provision of law enforcement: training of police officers, maintenance of a police department- buildings and equipment.

· provision of prisons, its’ supervision, training for both inmates and staff, as well as food, clothing,  medical care including hospitalization for prisoners,
c) reassurance that crimes will be dealt with;
· operate and maintain the legal system: courts, judges, support staff, provision of prosecutors and public defenders,

· rehabilitation programs for reentry into the society after incarceration. 

(iii)
What is Arson?

Arson is the crime of maliciously, voluntarily and willfully setting fire to a building/ buildings or the property of another or of burning one’s own property for an improper purpose.

(iv)
What is money laundering? Point out some activities could encompass money laundering.
Money laundering is the concealment of gains from unlawful activities.  It is the process whereby the proceeds of crime are transformed into ostensibly legitimate money or other assets. 
For example, the establishment legitimate business - Edinho in Brazil and the sponsorship of sports events – Stanford Twenty Twenty Cricket tournament.

Question 2.

What do you understand by the term” Embezzlement”?  Why it is considered a financial crime.

A financial crime is any non-violent offense that is committed by or against an individual or corporation which results in financial loss.

A financial crime is based on greed and has three factors:

(i)
an individual willing to commit an offense;

(ii)
the presence of something valuable; and
(iii)
an opportunity to take something without being detected.

Embezzlement involves the diverting of a company’s income by a member of staff for their personal use. For example, ghost employee scheme – the ghost must be added to the payroll, salary approved, a cheque is written for the ghost and is cashed by the employee or accomplice.

Embezzlement is therefore a financial crime because it is a non-violent offense (diverting of income) committed by or against an individual or corporation and results in financial loss.

Question 3.

What is forgery? And what is the difference between forgery and uttering?
A forgery is the material modification of any writing with the intention to deceive another person.  It has two features:
(i) the signature was not made by the person whose signature it was suppose to be; and 
(ii) the signature resembles the original one.

Forgery also takes place an individual with a similar name signs his name knowing that he was not the intended person; as well as forged endorsement schemes where an employee intercepts a company cheque intended for a legitimate company forges the name of another company on the endorsement of the cheque.

Forgery can be committed in a number of ways, such with pencil or ink, by typewriter, craving, printing, cutting and pasting one name over another.
An uttering on the other hand is the offering of a forged instrument with the intent to deceive. For example presenting a fake identification card as evidence to receive compensation, getting a fake will certified, depositing a fake cheque onto a personal account.
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 had access to unidentified sources of income?

The forensic accountant would have been hired because the police had a strong suspicion that the couple had access to unidentified sources of income and needed to have evidence to substantiate the allegation.  He would develop a fraud theory and developed it by assessing the defendant’s accountant report in addition to the following:
· cheque books and returned cheques – to determine pattern of expenditure;

· bank statements- to determine deposits amounts;

· pay slips - to ascertain monthly income;

· credit card statements – to identify online purchases and payments, amount outstanding;

· store credit statements- to identify outstanding amount;

· utility bills to determine whether they were in arrears;

· inventory of all assets - to investigate how they were acquired;

One completion of reworking the income and expenses of the husband and wife for a period of time; researching wills, insurance polices cashed, lottery innings, gifts from friends or relatives; and interviewing friends, associates and family members to get an idea of the couple’s lifestyle e.g. whether they were into gambling, the gifts they would have given them, changes in their lifestyle, the forensic accountant was able to conclude that the must have had access to unidentified sources of income.
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