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Fraud in Electronic Accounting Systems :

The Need For Tight Audit and Internal Control Proce-
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"This boat That we just built is just Fine ... And don't
you try to tell us it's not the sides and the back are

divine .. It's the bottom | guess we Forgot .. "

— Sel Sifverstein —
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(1) United States of America, Chamber of Commercc, "A HandBook on
White Collar Crime ", 1979.
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".... Computer - related crime, then is any illegal act in which Knowledge of
Computer technology plays a role in its preparation. “Vasarhelyi and Lin

1988, P. 184.
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(How Computer is Involved in Fraud)
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(1) Computer Crime-Criminal Justicé, U.S. Department of Justice Pamphiet
Page : 4 (1979)
(2) Computer Crime, Ibid. P. 17.
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"...The Computerized system is never Vulnerable than in the hands of those
who feed and care for it." ,
Vasarhelyi and Lin (1988), P. 186.
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(Analysis of Some Computer Fraud Cases)
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Case 1 : A 25-year old computer terminal operator arranged to receive pen-
sion checks under thirty different names. Her scheme was a simple
one. When a notice of a pension recipicnt‘s death came in, she was
supposed to enter it on the computer in order to terminate the pay-
ments. Instead of entering the death notices she would enter an ad-
dress change and send the check to a post office box. When audi-
tors sent out lettersto verify that the pensioners were still a live, the
letters went to the fraudulent address. It was a simple matter for the
terminal operator to respond affirmatively.

Case 2 : A computer consultant for the Los Angeles Bank, visited the
bank's wire transfer room, where he obtained the electronic funds
transfer code. Later, posing as a branch manager, he called from a
public telephone and used the code to send money to a Swiss ac-
count. By the time the switzerland, converted the funds into dia-
monds, and returned to the U.S.A. only when he boasted of the
feat was he identified.

Case 3 : An accountant employed by a fruit wholesaler made off with three
million dollars over a period of six years. The scheme used was to
inflate prices on invoices by small amounts and then 10 disburse the
extra money to any of 17 dummy vendors. Underlying the scheme
was an environment in which fruit prices often varied widely to fa-
cilitate his scheme, the perpetrator developed a computer system
that simulated his employer's accounting system. Using his own
system, which ran at a service bureau, he was-able to determine

(1) These cases are taken From :
- U. S. Department of justice Pamphlet, 1979
- U. S. Chamber of commerce " A Handbook of White Collar Crime",
1979.
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which invoice could be inflated and by how much without attracting
attention. The accountant then padded invoicess accordingly and
disbursed the extra money to fictitious vendors he had created. The
fraud was so skillfully executed that the firm's external auditors
never detected it, the fraud was discovered only because the perpe-

trator go tired of covering his tracks.
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