Dob in the fraudsters, bosses encouraged

	By David Elias
March 12, 2004


Corporate chiefs have been urged to break their silence on white-collar crime and help create a change of community attitudes.

Carolyn Hirsch, chairwoman of a state government inquiry into fraud and electronic commerce, said that fraud needed to be brought out into the open but that could only happen if all organisations reported cases when they discovered them.

"Effective prevention of fraud requires the development of a culture of intolerance in the community," she told a business briefing on fraud control yesterday. "Deceptive and manipulative practices should never be condoned."

The all-party parliamentary Committee on Drugs and Crime Prevention found that the cost of fraud in Victoria had reached $641 million in 2002. Ms Hirsch said this was likely to be only the tip of the iceberg. According to the most recent figures from the Australian Bureau of Criminology, fraud may be running nationally at $6 billion a year.

If State Parliament accepts two of the committee's major recommendations, companies that fall victim to white-collar crime will be required by law to report incidents to a fraud information reporting centre that will be a non-enforcement arm of the Victoria Police. [image: image1.png]



We need to make it possible to bring it from under the surface and into the open," Ms Hirsch said. "The committee believes the money saved could mount to a large proportion of the $641 million lost each year."

The briefing, conducted by the forensic arm of accountancy firm KPMG, was attended by about 150 company executives, who were encouraged to adopt fraud control and whistleblower protection programs outlined in two new codes from the government-supported organisation Standards Australia.

They were told about many new corporate scams that were being created using computers and the internet, including attempts to manufacture fake credit cards, divert payments into fraudulently created bank accounts, and manipulate financial records.

Detective acting Superintendent David Steel, the officer in charge of the Victoria Police major fraud squad told the group of an ethical dilemma he faced over corporate sponsorship and the allocation of resources.

Last year, the 138 detectives in the squad assessed 1200 new cases, of which more than 100 constituted major fraud. He said the squad could only take on 55 to 60 cases at any one time, and in many of them it could take a year to get a culprit into court.

The police welcomed companies that employed forensic accountants to investigate and provide detectives with a brief that helped speed up subsequent police investigations. But companies could not expect to receive priority simply because they had done the groundwork.

As an example, he said the squad was investigating a fraud at a multinational company and it needed to interview three witnesses who were in the US, and then have them available in Australia twice to give evidence. Each was a vice-president, and the company believed it could save a $1 million if it paid for the detectives to fly to the US to take their statements.

Mr Steel said the concern was that it might create a conflict of interest for the police or it might seem that the police were giving the company special treatment. He said he had passed the problem up the chain of command.
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