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INTRODUCTION

According to cstimates from a recent US survey,
approximately 6 per cent of 2002 revenues were lost
through fraud committed by employees.! When con-
sidered in the context of the US gross domestic
product (GDP), this figure translates to nearly
$600bn in losscs. These alarming statistics underscore
the need for a thorough assessment of methods that
organisations can utilise to detect and prevent fraud
from within. This study focuses on a form of
white-collarjoccupational crime, occupational fraud,
defined as: “The deliberate misuse of one’s occupation
for personal enrichment through the misapplication of
the employing organisation’s resources or assets.”
Consistent with prior white-collar crime rescarch,
occupational fraud is conceptualised as an act that vio-
lates trust.”

Using data from 663 occupational fraud cases in
four US organisational settings (ic government agen-
cies, non-profit agencics, private businesses, and pub-
licly traded companics), the study evaluates whether
the presence of internal control mechanisms impacts
organisations” median dollar losses from fraud. Impli-
cations for future rescarch and fraud prevention in
organisations are discussed.

LITERATURE REVIEW

A varicty of offences referred to as ‘white-collar crime’
occur in organisations. Onc such offence is fraud.
Fraud may take the form of ‘corporate crime’,
which dircctly benefits the organisation and may
have a wide varicty of victims, or ‘occupational
crime’, which benefits the individual perpetrator and
victimises the employing organisation.* In the USA,
fraud studics have focused disproportionately on cor-
porate crime. Because of difficulties in obtaining whitc-
collar crime data, studics of occupational crime (eg
fraud) arc often restricted to a single organisation.
Onc cxception in which researchers included data
from multiple organisations is the series of studics on
fraud in the US savings and loan industry during the
1990s.” While little is known about how fraud varies
in other US organisational settings, the literature

suggests that certain organisations may be more vul-
nerable to fraud. For example, a recent study revealed
that fraud by managers occurred more often in ‘trans-
portation, communication and publishing, retail and
wholesale, and gaming, tourism and recreational ser-
vices’, while fraud by employees was more common
in financing and insurance businesses as well as prop-
erty and construction.® Clearly, research focusing on
occupational fraud in a varicty of settings has impor-
tant implications for fraud control and prevention.

Controlling and preventing fraud

To prevent and detect fraud by employees, US orga-
nisations may use a number of mecthods. Control
mechanisms generally take one of two forms: (1)
those that arc implemented at the pre-employment
stage to screen out potentially questionable applicants,
and (2) methods that take place during the course of
employment to prevent fraud from occurring or to
detect fraud in progress.’

One common, carly stage strategy is the back-
ground check.” Depending on the organisation and
the particular job for which a person applies, the
type of background check performed can vary consid-
crably. For instance, if the employee interviews well
and appears acceptable ‘on paper’, the check may
consist solely of a verbal (ie phone call) investigation
of reported prior employment history. Organisations
may ask previous employers about the applicant’s
reasons for leaving the former job to determine
whether he or she was suspected of fraud. Some orga-
nisations may takc a stricter stance, and perform
checks that also include criminal history information.
This technique can reveal whether the applicant has
previous criminal or civil fraud-related convictions,
signalling a possible problem. A limitation of this tech-
nique is that, unlike offenders who commit violent
crimes, the majority of fraudsters are ‘first time’ offen-
ders with no criminal history. Although they may
have committed fraud, many individuals either were
not caught for their crimes, or were fired by a previous
cmployer; in both situations, there would be no official
criminal record.” As Riddle describes, some organisa-
tions that regularly require employees to handle and
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account for cash (eg banks) also perform financial
credit hustory checks on applicants. This strategy
may reveal whether the potential employee is experi-
encing serious financial hardship, another sign that
engaging in fraud is more likely. Rescarch suggests
that in addition to the pre-employment screening
phase, organisations would also bencefit from conduct-
ing regular checks (cg criminal and credit) during the
course of employment to determine whether current
cmployees  exhibit new  behaviour indicative of
occupational fraud."’

The audit function is also a widely used organisa-
tional defence against fraud.'" According to Hemraj’s
research, ‘the audit is not intended to target the exis-
tence of fraud” but by design, it is capable of detecting
irregularitics and assuring they are not the product of
fraudulent transactions.'? Depending on the organisa-
tion, audits can be performed internally (eg by an
accounting or audit department) or externally (eg by
an outside consultant or firm). Organisations regu-
larly conduct audits through the course of standard
operating procedures, but may also do so in response
to suspicions of fraud. Like other control mechanisms,
the effectivencess of audits varies based on several
factors. For instance, ina recent case study of employcee
thefts in a large department store, long-term audits of
three months’ duration allowed management to
clearly identify theft patterns that were previously
unrecognisable when daily reports (eg cash register
tapes and cnd-ofsshift records) were examined.™
This study also revealed that increasing the number
of regular audits at locations throughout the store’s
separate departments was bencficial in documenting
‘mormal’ activity as a mcans of detecting subsequent
‘abnormal” activity morc casily.

In addition to background checks and audits, a
rather novel fraud control approach that is becoming
more common in the USA is the use of anonymous
reporting to cncourage employees to turn in co-
workers who commit fraud.'* Through procedures
such as toll-free, off site ‘hotlines’, employces can
provide confidential, inside information without the
fear of retaliation that often accompanies the prospec-
tive whistleblower. Other potentially  devastating
conscquences for whistleblowers include the possibi-
lity of legal action for slander.'”” Given the many
negative outcomes for whistleblowers, anonymous
reporting mechanisms provide a protective barrier
with the goal of encouraging and ultimately increas-
ing reports of fraud. Since anonymous reporting
mechanisms are a fairly new form of control, little is
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known about their success in detecting  fraud.
However, existing rescarch suggests that, if accompa-
nied by positive support from management, hotlines
can be an effective deterrent.'®

Although there has been a substantial amount of
rescarch on the mechanisms used to prevent and
detect occupational fraud, no studies have compared
multiple control mechanisms. Prior rescarch is often
limited to describing a control mechanism (cg the
audit) and then determining its effectiveness. Previous
studies on control mechanisms tend to be restricted to
a single organisational sctting, resulting in no knowl-
edge of how the effectiveness of specific mechanisms
differs based on the type of organisation. To bridge
the gap in the literature, the present study examines
four types of control mechanisms (ic anonymous
reporting, background checks, internal audits and
external audits) in four US organisational scttings (ic
government agencics, non-profit agencics, private
businesses and publicly traded companics). The orga-
nisations ranged in size from less than 100 to 10,000 or
more employces. The analysis considers the effect of
cach control mechanism on median fraud losses in
cach setting.

METHODOLOGY

This study uses data originally collected by the Asso-
ciation of Certificd Fraud Examiners (ACFE). The
ACFE is a professional organisation focused on the
prevention of white-collar erime, specifically occupa-
tional fraud. ACFE uses information from four areas:
criminology and ethics, financial transactions, fraud
mvestigation, and legal clements of fraud to provide
training and assistance to over 30,000 members world-
wide.

Sample and procedures

The sample was drawn from occupational fraud cases
that were investigated by Certified Fraud Examiners
(CFEs) who responded to a 2001-02 survey. In an
carlicr, exploratory study, ACFE established bascline
measures of fraud, and developed a system for clas-
sifying occupational fraud cases. All respondents
were CFEs, and were employed in three main indus-
trics: government, business, and public accounting.
Reespondents” primary occupations included: auditor
(37 per cent), fraud investigator (27 per cent), accoun-
tant (23 per cent) and law enforcement (13 per cent).
They had an average of approximately 19 years of
work cxperience in fraud investigation.
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Data collection began in April 2001 and ran through

February 2002. A six-page questionnaire was distribu-
ted by mail to randomly selected CFEs. The sample
was restricted to the USA to control for the types of
legal responscs (eg civil, criminal). A total of 971
CFEs provided usable survey responses, and, of
these, 663 cases involved occupational fraud. " Partici-
pation in the study was voluntary, but CFEs werce
offered two hours of Continuing Professional Educa-
tion (CPE) credit for their pmrticipation.18 Each
respondent was asked to provide detailed information
on the most recent single, completed fraud case he or
she had investigated. This included a narrative expla-
nation of how the fraud was committed. This infor-
mation was used to group cases based on the original
occupational fraud classification system. Detailed
information about the organisations, perpctrators,
and resulting legal proceedings was also provided.

FINDINGS

Types of fraud

All forms of occupational fraud are clandestine, violate
the employce’s fiduciary duties to the organisation, are
commiitted for the purpose of direct or indirect finan-
cial benefit to the perpetrator, and cost the employing
organisation asscts, revenues, or reserves. Apart from
these shared clements, the cases are divided into

three distinct categories based on their characteristics.
Asset misappropriation included thefts of cash or other
inventory. Asset misappropriation was the most
common, comprising 85.5 per cent of cases. Examples
ranged from skimming small amounts of cash from a
register to larger-scale embezzlements. A second cate-
gory, fraudulent statements, involved falsification of
financial documents (eg overstating revenue or under-
stating liabilities) or other documents (cg employee
records), and included 8.7 per cent of the cases.
Finally, corruption involved 5.7 per cent of the
cases. Employees who committed corruption wrong-
fully used their influence in business transactions to
obtain personal benefits contrary to their duties to
the organisation. Table 1 presents the offender charac-
teristics and median fraud losses in cach setting.

Internal control mechanisms

Respondents were asked to report on the type and
number of control mechanisms organisations had
access to for detecting and/or preventing fraud. The
available mechanisms included anonymous reporting
(cg fraud hotlines), background checks, internal
audit departments, and external audits (cg by a Certi-
fied Public Accountant). For the entire sample, victim
organisations had an average of 1.8 existing control
mechanisms. The type and number of controls
varied by the organisational setting. For each setting,
the median fraud losses are compared for organisations

Table 1: Offender characteristics and median dollar loss by organisational setting (n = 663)

Victim Offender

Median loss

Government
agency

Age: 43; Gender: 55.8% male & 44.2% female;
Position: 66% employce & 34% manager or executive;

$48,000

Education: 55.6% high school, 32.7% bachelor’s degree,

11.7% graduate degree

Non-profit Age: 43; Gender: 44.6% male, 55.4% female; $40,000
agency Position: 65.2% employee & 34.8% manager or exccutive;
Education: 52.8% high school, 32.6% bachclor’s degree,
14.6% graduate degree
Private Age: 39; Gender: 47.9% male, 52.1% female; $127,000
business Position: 56.7% employce; 43.3% manager or executive,
Education: 60.6% high school, 32.2% bachelor’s degree,
7.2% graduate degree
Publicly-traded Age: 40; Gender: 60.7% male, 39.3% female $150,000

company

Position: 52.6% employee; 47.4% manager or exccutive
Education: 55.2% high school, 34.4% bachclor’s degree,
10.4% graduate degree
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Table 2: Control mechanisms and comparison of median fraud losses by organisational setting

Background Anonymous Internal External

checks reporting audit audit

P4 N Y N Y N Y N
Government agency $44K* $31K $41K $40K $36K $46K $42K $40K
Non-profit agency $40K $45K $45K $60K $40K $75K $30K $70K
Private business $100K $150K $78K $150K $75K $156K $92K $153K
Publicly-traded company $100K $100K $76K $250K $95K $400K $100K $129K

*K =1000 US dollars

with and without control mechanisms, to determine
whether the control mechanisms work equally well
or vary across different organisational settings. Table
2 summarisces these findings.

TYPES OF ORGANISATIONS

Government agencies

Approximately one-fourth of victims (24.7 per cent or
162) werce government agencics. Like the sample as a
whole, the types of fraud that occurred in government
agencics consisted primarily of asset misappropriation
(84 per cent or 136 cases), followed by fraudulent state-
ments (10.5 per cent or 17 cases) and corruption (5.6
per cent or 9 cases). The median fraud loss in govern-
ment agencies was $48,000. The average offender age
was approximately 43.3 ycars. The majority of perpe~
trators in this setting were male (55.8 per cent) with the
remaining 43.3 per cent female. The findings for age
and gender are consistent with many prior studies of
Most
lower level employees (66 per cent) rather than man-
agers or executives (who comprised 34 per cent of the

. 19
white-collar offenders. perpetrators were

group). The largest percentage of perpetrators had a
high school education (55.6 per cent); followed by
32.7 per cent with a bachelor’s degree, and the smallest
per entage with a graduate degree (11.7 per cent). In
terms of position and level of education, these indi-
viduals more closely resemble David Weisburd
and co-authors’ ‘middle class’ offenders, as opposed
to ‘high-status’ offenders.?

Several control mechanisms were in place in the
sub-sample of government agencies. Not surprisingly,
a slight majority of government agencies (60.7
per cent) performed background checks on new
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cmployees. Nearly half of the agencies (48.9 per

g, such

cent) had some form of anonymous reporting,

as a fraud hotline. Most had an internal audit depare-
ment (68.6 per cent) and the majority (79.4 per cent)
of agencies were audited externally. Compared with
government agencies with background checks, those
who did not use this mechanism actually experienced
lower median fraud losses ($31,000 vs $44,000, respec-
tively). This unexpected finding may be explained by
previous research suggesting that white-collar perpe-
trators are often first time offenders without criminal
records.®" If this is truc in the current sample, practis-
ing background checks would not significantly influ-
ence hiring potential fraudsters. Additionally, this
result corresponds to an Associated Press review of
US government agencies, which found that over
half of the states failed to determine whether contrac-
tors were barred from doing business with the federal
government duc to fraud.* It is also possible that non-
criminal background checks (cg of prior employment
history) were ignored or inconsistently performed,
resulting in the hiring of employces with questionable
but unknown characteristics. >

In government agencies with anonymous reporting
mechanisms, the median fraud loss of $41,000 was
slightly higher than in government agencies without
them, who experienced median losses of $40,000.
This result implics that employces are more willing
to report fraudulent activity of co-workers if it
involves a greater dollar loss. External audits produced
a similar finding: government agencies that were
externally audited had median losses of $42,000
while those without cexternal audits had median
losses of $40,000. This result should not be interpreted
negatively, as it suggests that external audits may
simply discover morc cxtensive losses from fraud.



For government agencies, the only control mechan-

ism associated with smaller losses was internal audits.
As Table 2 shows, in government agencies with inter-
nal audit departments, the median loss was approxi-
mately $36,000, compared with $46,000 in agencics
without internal audits. This suggests that occupa-
tional fraud is discovered earlier when internal audits
arc performed, resulting in significantly lower dollar
losses. This finding also implies that internal audits
arc followed according to agencics’ guidelines, espe-
cially compared with the other control mechanisms.

Non-profit agencies
A total of 89 organisational victims (13.4 per cent) were
non-profit agencices. In this setting, the types of fraud
committed differed slightly from the sample as a
whole. Nearly all of the cascs reported (96.6 per cent)
were classified as asset misappropriation, with the
remaining cases classified as fraudulent statements (2.2
per cent) and corruption (1 per cent). The median
fraud loss in non-profit agencies was approximately
$40,000. The average age of perpetrators, 42.9
years, was similar to government agency fraudsters.
However, unlike government agencies, the majority
of perpetrators in non-profit agencies were female
(55.4 per cent) with the remaining 44.5 per cent male.
The positions of these offenders consisted of 65.2 per
cent who were working as lower-level employees and
34 .8 percentas managers or executives. The frequencies
for gender and position, as well as the lower median
fraud loss, arc similar to previous rescarch demonstrat-
ing that female white-collar offenders are situated in
lower level jobs.™ The distribution of perpetrators’
cducation levels wassimilar to offendersin government
agencies: over half (52.8 per cent) had high school
diplomas, ncarly onc-third had bachelor’s degrees
(32.6 per cent) and 14.6 per cent had graduate degrees.
Compared with government agencies, non-profit
agencics had fewer control mechanisms. Just over
onc-third (36.1 per cent) performed background
checks, and a small percentage (16.4 per cent) had
anonymous rcporting mechanisms available. Addi-
tionally, while only 38.8 per cent had an internal
audit department, the majority (77.6 per cent) were
audited cxternally. Across all non-profit agencies,
the median fraud losses were lower for agencies with
cach respective control mechanism. Non-profit agen-
cies with background checks experienced median
losses of $40,000, comparcd to $45,000 in those
without background checks. This result suggests
that, in this type of agency, background checks are

practised consistently, or may also include procedures
that detect non-criminal indicators of fraud (cg
financial history of applicants).”

The difference in fraud losses was even greater for
anonymous rcporting: in non-profit agencies with
this mechanism in place, median losses were $45,000,
in contrast to $60,000 in agencics without this practice.
Compared with government agencies, perhaps indi-
viduals working for non-profit agencies are motivated
to turn in their criminal co-workers at the carliest
signs of fraud, resulting in lower Josses. In agencies
with internal audit departments, the median dollar
loss was approximately $40,000. Comparatively,
thosc agencies without internal audits had consider-
ably greater losses at $75,000, a finding consistent
with this control mcchanism’s effect in government
agencics. The loss difference exhibited for external
audits paralleled that of internal audits: non-profit
agencies that were audited externally suffered median
losses of $30,000, whilc their non-audited counterparts
had losses of $70,000. In this particular organisational
sctting, it appears that external control mechanisms
arc utilised on a regular basis, revealing carly-stage
frauds before dollar losses become substantial. In sum,
the presence of cach control mechanism in non-profit
agencies corresponded to lower median fraud losses.

Private businesses

Privately owned businesses comprised the largest
group (208 or 31.9 per cent) of organisational
victims. Like government agencies, private businesscs
were victimised most often by asset misappropriation
(88.9 per cent), followed by fraudulent statements (6.7
per cent) and corruption (4.3 per cent). Unlike gov-
ernment agencies and non-profit agencics, however,
the median fraud loss in private businesses was consid-
crably greater at $127,000. The average age of perpe-
trators (approximately 39 years) was youngest in
private businesses. Similar to the findings for non-
profit agencies, a slight majority of perpetrators in
private businesses were also female (52.1 per cent)
with the remaining 47.9 per cent male. This sctting
had a sizeable percentage of lower level employees
(56.7 per cent) but the percentage of managers or
executives (43.3 per cent) was greater than those in
government agencies or non-profit agencies. This
finding may explain the higher median fraud loss in
this setting: compared to employces, managers and
exccutives have increased access to organisations’
financial procedures, resulting in increased opportu-
nitics for fraud.?® Perpetrators’ education levels
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included 60.6 per cent with high school degrees, nearly
once-third (32.2 per cent) with bachelor’s degrees, and
7.2 per cent with graduate degrees.

Approximately one-third (31 per cent) of private
businesses practised employee background checks,
and an even smaller percentage (18.8 per cent) had
some type of anonymous reporting mechanism.
These findings are not surprising given that private
businesses also tend to have fewer employees, and as
a result, thcy may have less available resources to
implement a varicty of control mechanisms. Internal
audit departments were present in 32.1 per cent of
private businesscs, but external audits were performed
in over half of these businesses (53.3 per cent).

While the percentages of private businesses with
cach control mechanism were relatively low, the pre-
sence of each respective mechanism corresponded to a
notably smaller median fraud loss. For private busi-
nesses with background checks, the median loss of
$100,000 was approximately $50,000 less than in busi-
nesses without such checks. Like non-profit agencies,
this result indicates that, when available, background
checks are performed consistently, and may also incor-
porate a variety of safeguards (eg criminal history,
credit history and employment history).

A striking outcome also reflective of the findings for
non-profit agencies was the comparison for anon-
ymous reporting mechanisms: those who had them
experienced median fraud losses of approximately
$78,000, while
method were ncarly twice as great ($150,000).

the losscs in those without the
This difference suggests that anonymous reporting
mechanisms may be taken more seriously in private
businesses than in government agencies. Morcover,
it is also possible that fraud hotlines and related proce-
dures are accompanied by factors such as employee
training, and support from upper management.”’ In
private businesses that were externally audited, the
median fraud loss was $92,000 while those without
external audits suffered losses of $153,000. As with
the comparisons for non-profit agencics, the availabil-
ity of cach separate control mechanism was associated
with reduced median fraud losses. However, the
smaller proportion of private busincsses with each
control mechanism implies that it is not simply the
presence of a control that matters, as much as
consistent enforcement,®

Publicly traded companies
A total of 192 publicly traded companies (30 per cent)
were victimised by occupational fraud. This group
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also experienced asset misappropriation most often
(78.6 per cent) but had higher percentages of frau-
dulent statements (11.5 per cent) and corruption
(9.9 per cent) than the other three types of organisa-
tions. This finding was not uncxpected given that
fraudulent  statements often involve overstating
revenue or understating corporate liabilitics, which
would rarcly apply in the other three organisational
settings. The median fraud loss of $150,000 was the
highest of any sctting. The average age of these perpe-
trators (40 years) was similar to offenders in private
businesscs, and slightly younger than those who victi-
mised government agencics and non-profit agencics.
The majority of these offenders were male (60.7 per
cent) and 39.3 per cent were female. Just over half of
the perpetrators were Jower-level employcees (52.0
per cent) while the remaining 47.4 per cent were man-
agers or executives. Compared to the three other types
of organisations, publicly traded companics had the
highest pereentage of managers or executives as perpe-
trators, the highest percentage of malcs, and the great-
est median fraud losses, all of which confirm prior
white-collar crime rescarch on opportunities for
fraud at different

< 29
hierarchy.

levels of the organisational

A large percentage of publicly traded companics
(63.8 per cent) performed background checks on
new employeces, and over half (52.1 per cent) had
some form of anonymous reporting mechanisni.
The overwhelming majority (80 per cent) also had
an internal audit department, and an cven higher per-
centage (85.9 per cent) was audited externally. The
presence of cach form of control mechanism produced
some noteworthy differences. As the table shows,
background checks had 2 null cffect, with cqual
losses of $100,000 across all publicly traded companics.
However, the comparisons for the other three
mechanisms represent the strongest differences in
median fraud losses across all four types of organi-
sations. While publicly traded companics with
anonymous reporting cxperienced losses of $76,000,
companics without it had a median fraud loss of
approximately $250,000. In this sctting, the presence
of a non-public, unidentifiable means of turning in
co-workers may result in earlier detection of fraud,
restricting the dollar loss.

The difference was also vast for external audits:
companies that were audited lost $100,000, while
those without this practice lost $129,000. Finally, the
most remarkable difference was between publicly
traded companics with and without internal audit



departments: those with this mechanism  suffered

median fraud losses of $95,000, while their counter-
parts had median fraud losses over four times
greater, at $400,000. The findings suggest that compa-
nics with internal audit departments, as well as those
who arc audited externally, may catch occupational
fraud carlicr in the process, before it leads to more
extensive financial damage. This corroborates pre-
vious rescarch findings that the practice of regular
audits serves to reduce losses from fraud.™

CONCLUSION

Validating previous rescarch, this study found that the
dircct costs of occupational fraud are extensive. What
is more, related societal outcomes, such as diminished
trust in governmental and corporate institutions,
reduced consumer confidence, and increases in com-
mercial product prices arc also insurmountable, but
remain impossible to measure accurately.” This
rescarch also revealed that, in the USA, virtually no
organisational setting is immune to fraud from
within. Organisations must take the necessary steps
to detect fraud in progress and also prevent its initial
occurrence. Rescarchers should continue to focus on
fraud arc a varicty of organisational contexts, which
will require cooperation with practitioners. Such
endeavours will undoubtedly contribute to further
development of white-collar crime theory as well as
strategic approaches to fraud prevention.

As this study demonstrated, successfully controlling
and reducing fraud requires diverse strategies based on
the organisational setting. Given the legal system’s
inconsistent approaches to white-collar offenders,
organisations’ strict stances toward occupational
fraud is especially salient.”® Although a varicty of
control mechanisms may be available to organisations,
this study found that access alonc does not curb dollar
losscs. Control mechanisms are never a guaranteed
organisational defence if they are overridden or
ignored, a situation referred to in the litcrature as a
‘non-control” factor.” To cffectively combat fraud,
implementing control strategies remains an obvious
step, but consistently following practices and enfor-
cing organisational policics is ecven more vital.
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Commission tells EU member states
to implement 2001 framework
decision on money laundering in full
A draft report critical of the slow progress by some
member states in taking measures to comply with
the Council framework decision of 26th June,
2001, on moncy laundering and the identification,
tracing, freezing, scizing and confiscation of instru-
ments and proceeds of crime has been adopted by
the European Commission.

The report — sent to the European Parliament,
the Council and the European Economic and Social

Committee includes an attachment which
summariscs the implementing provisions taken
by individual member states for cach Article of
the decision. This concludes that a number of
member states still have a long way to go to
ensure the rapid and complete transposition of the
decision, and the Commission urges them to take
the remaining measures as quickly as possible
and inform it of action taken no later than 1st
September, 2004.

The framework decision was one of the mea-
surcs identified by the European Council in its
declaration on the fight against terrorism adopted
on 25th—26th March, 2004.

Article 6 of the decision obliged member states to
take the necessary measures to comply with the
decision by 31st December, 2002. By 1st March,
2003, member states were required to forward to
the General Secretariat of the Council and to the
Commission the text of the provisions transposing
into their national law the obligations arising for
them from the framework decision and, when
appropriate, the notifications made under Art.
40(2) of the 1990 Council of Europe Convention
on Laundcring, Scarch, Seizure and Confiscation
of the Procceds from Crime (“The 1990 Conven-
tion’).

The Council was asked to ascertain, by 31st
December, 2003, on the basis of this information
and the written report by the Commission, to
what extent member states have taken the necessary
measures to comply with the framework decision.
Not all member states transmitted all relevant texts
of their implementing provisions in due time, and
two (Austria and Portugal) had not sent any infor-
mation at all by 1st November, 2003. This has led
to the delay in the production of the report by the
Commission, and also means that the factual assess-
ment and conclusions drawn arc sometimes based
on incomplete information.
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