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Most experts and fraud surveys indicate that white collar crime is increasing. A 2018 EY Global Fraud Survey found that 

the digital disruption of business and increased data privacy legislation is increasing fraud, corruption, and compliance risks. 

Although surveys differ, the KPMG Integrity Survey in 2013, ranked the Chemicals and Diversified Industry in third place 

for the prevalence of misconduct. A 2020 PwC’s Global Economic Crime and Fraud Survey found that fraud caused by 

insiders was almost as damaging as outsiders (39% v. 37%). Collusion between insiders and external perpetrators caused 

20% of the fraud. In their 2018 survey, they found that 19 percent of fraud was procurement fraud, and senior management 

was involved in 26 percent of the fraud. Kroll’s Global Fraud and Risk Report 2019/2020 found that 24 percent of fraud 

was caused by employees and 17 percent by third parties (e.g., vendors). 

In J. P. Morgan’s 2020 Payment Frauds and Control Survey Report, 74 percent of organizations experienced check fraud in 

2019, up from 70 percent in 2018. Third-party or outsourcers (e. g., vendors) caused 26 percent of frauds. Organizations 

with revenues above $1 billion were slightly more susceptible to these payment frauds than smaller companies. 

KPMG’s 2016 Global Profiles of the Fraudster found the typical fraudster to be: 

• 65% employed by the company 

• 35% held an executive or director level position 

• 38% employed by the company at least 6 years 

• 18% autocratic and three time more likely to be considered friendly 

• 38% esteemed (describing themselves as well-respected in the organization) 

• 62% have colluded with others 

• 37% were 36-45 years old (highest category) 

• Sense of superiority stronger than sense of fear 

• Motivated by personal gain (60%), greed (36%), sense of because I can (27%) 

Vernon Beck, a former Director at Texas Petrochemicals LP, has graciously agreed to be interviewed about his 

approximately $14 million embezzlement from a $1.6 billion annual revenue petrochemical company in Houston, Texas. 

Q. Thank you, Mr. Beck for allowing me to interview you about your brush with the white-collar crime laws. You spoke to 

two of my university classes in the Fall 2019 semester about your fraud, so let me start with the Houston company where 

you stole approximately $14 million. Tell me about the company.  

A. Texas Petrochemicals LP was a private manufacturer of petrochemicals derived from C4-based hydrocarbons—now they 

are called TPC Group (a limited liability company wholly owned by TPCGLLC). At the time of my employment, we had 

production facilities in Houston and Port Neches, TX. We also had tanks and other storage facilities in several locations 

along the Houston Ship Channel, as well as in New York harbor. 

Q. You mentioned the term Invisalign to my classes. What was that all about? 

A. I always like to break the ice in my presentations with a little bit of humor. I use the fact of my undergoing the “Invisalign” 

procedure to make a joke, and to ease the tension of beginning a presentation on fraud and embezzlement. Of course, most 

people know that Invisalign is a dental process of gently moving your teeth into the proper position without braces. I guess 

you could say that this process is somewhat like an employee or executive starting out slowly with a fraud scheme and 

gradually increasing the take. 

http://www.nacva.com/JFIA
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Q. Interesting, so how did you pull off this embezzlement? 

A. After working for the company for eight years at age 44, my co-conspirator and I set up a fake or shell service company 

called Houston Tanker and Survey, and he would invoice Texas Petrochemicals for marine transport service work that was 

never performed. I would authorize payment and code the fake invoices to various account codes across a large 

transportation budget. The Accounts Payable Department would then pay those invoices. I was in charge of 50–60 

employees out of 375 people. 

Q. True. Using a service shell corporation is one of the better ways of stealing. Be sure not to use initials as the name of the 

company, do not have the address at your home, have a nice website, phone, and email. Have your mail go to a UPS store, 

but not to a Post Office box number. Everything like a normal business. Makes sense. So, why did you initially decide to 

do this scheme? What was your motivation? I believe the first fake invoice and payment was for $275. 

A. My initial intent was to help a friend who was having career employment issues, but in the end, it was really nothing 

more than greed. In my presentations, I am always careful to remind people that the act of embezzlement often times gets 

easier and easier over time. You get comfortable, and you quickly begin to think you are smarter than everyone else. 

Q. So there was no separation of duties, or you merely over road the controls? 

A. There were very few separations of duties. In fact, in my position as Director-Transportation and Logistics, I was 

singularly responsible for approving vendors for transportation services, approving and executing contracts, approving 

invoices, then sending them to Accounts Payable for payment via U.S. Mail or via wire transfer.  

Q. So, “…the fox was actually guarding the hen house.” How large is this company? I would think even a medium-sized 

company would have better controls. 

A. The company Texas Petrochemicals LP was not small, and they changed their name in January 2010, to TCP Group, Inc. 

For example, in 2007, their assets were $791 million and $950 million in 2008. Net income was $26.6 million in 2008, 

$21.2 million in 2007, and $40 million in 2006. In the end, I was stealing around $165,000 a month. 

Q. Wow. Say around $2 million in 2006. With net income of $40 million in 2006, that is approximate 2 percent of net 

income. When the two FBI agents arrest you in 2007,  how significant was that date? 

A. Keep in mind the money we were stealing came through the overall transportation budget. I managed a fairly large 

transportation budget, more than $400 million. Also, in the last two years I was employed there, our annual revenue averaged 

almost $1.6 billion each year. They really did not miss a couple of million dollars each year due to the size of the budget.  

My arrest was on Tuesday, September 11, 2007, at 7:30 a.m. That date is incredibly significant, and I am always careful to 

mention in my presentations that 9/11 has a new meaning for me, since that was the date of my arrest. 

Q. Were you a religious person before the fraud? Did you go to church? With your military career, you do not appear to fit 

the pattern of a typical fraudster. I believe you were an Air Force pilot during the Reagan administration. Right? 

A. Honestly, I became a Christian at age 12, but like many people I strayed far from the proper path. I was indeed raised in 

a church family, and we were extremely strong in our faith, but as soon as I was old enough to rebel, I did. As an adult in 

the military, we were in and out of church. It was always easy to blame the military for not being in church and practicing 

our faith since we were always changing bases and transferring from one place to the next. Truth is, that was just an excuse.  

Much later, and once I realized my fraud was being uncovered, that was the time when I admitted to my wife what I had 

been doing—embezzling money from the company—and we all turned back to the Lord then, mainly due to fear of the 

unknown. I have NOT strayed from that path since then. 

True, most people, including the FBI, stated I did not fit the overall type or profile of a person who would commit this type 

of fraud, but I did, nonetheless. And yes, before entering civilian life, I was an Air Force pilot. I flew both fighters and 

bombers over my career. I separated from the USAF in July 1990, so much of my flying career was during the Reagan 

administration. 

Q. We teach the Donald Cressey fraud triangle (more correctly Embezzlement Triangle) in most auditing, AIS, and forensic 

accounting classes—motive, opportunity, and rationalization. Yet some experts believe that this model has hampered the 
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fight against fraud. Why did you steal? Were you not well-off and comfortable before you began stealing? How would you 

fit in the so-called embezzlement triangle or the fraud diamond? 

A. I have difficulty trying to explain or rationalize why I decided to embezzle money. While there are similarities in many 

fraud cases, I do not believe that every fraudster fit into the exact same mold as described in the “fraud triangle or diamond.”  

Anyone who has attended my fraud presentations or my faith-based testimony has heard me quote 1st Peter 5:8 from the 

Bible, where it says, “Be sober, be vigilant; because your adversary, the devil, walks about like a roaring lion, seeking whom 

he may devour.” You never know how Satan can begin to get a foothold on your life and start down that slippery slope. The 

devil knows our weaknesses better than we do, and he will always try to exploit them.  

I realize that my explanation is not always accepted, and it seems as if many people are looking for some other explanation, 

something easier to understand and accept, but that is the best I can do. I truly wish I could say I had some type of addiction, 

and I needed the money to satisfy that need (e.g., gambling, drugs, etc.). But the truth is, it was simply a combination of 

greed and the thought that I was smarter than everyone else—and there was no way I could ever be caught.  

Q. To me your situation does fit within the fraud diamond—pressure/incentive, opportunity, capacity, and rationalization. 

How did you rationalize your criminal behavior? Were you getting pay raises? Were you doing a good job in your position 

(other than the theft)? 

A. I did not dislike my company. I was well-paid; my annual compensation was about $165,000. Yes, I was often rewarded 

with bonuses for my department came in under budget each and every year. And yes, I was highly thought of and respected 

within the company and the global transportation industry. 

Q. Did your wife and your co-conspirator’s wife know about the fraud? If not, how did you keep the massive amount of 

embezzled money a secret from them? On what did you spend this money? 

A. When my co-defendant and I developed this scheme, we knew we could not tell our wives because they would have 

never allowed it. So, we told them we were starting a company, and I was going to assist my partner in getting certain 

contracts. I explained that we needed to keep it confidential because some people might find it a conflict of interest for my 

helping him get the business. So, they knew to keep it quiet, but we told them it was legal. Our wives trusted us completely. 

This was one time when I am so thankful that we lied to them, because if they would have had knowledge of the crime and 

not stopped us, they would have been sitting in the cell right next to us. I do not think I would have been able to handle that! 

We were told the FBI spent a significant amount of time trying to determine of our wives knew about the crime, and they 

concluded they did not know anything about what we were really doing. 

We spent the money on various things, such as investments, trips, toys, etc. I also purchased a 52-foot yacht, but I was 

extremely careful to never let anyone from the company know about it. 

I have read many stories from people who embezzled large sums of money, and they describe how they spent that money. 

But I can attest to the fact that no matter what you buy, you can never be genuinely happy. I knew in my heart where that 

money came from, and I knew all too well that it was wrong—period! 

Q. Did you not believe you would be caught?  Did you have guilty feelings before the arrest? How did it affect your health? 

A. I thought I was so smart, that I would never be caught. Yes, I felt very guilty, and I think that is why I spent a lot of 

money on people that needed help. This “gifting” allowed me to see myself in the mirror and shave every morning, but in 

the end my health suffered tremendously. The immense stress and pressure over the years began to take its toll on me and 

my health. I could not afford to take a vacation, of course. I needed to be present and watch carefully to make sure the 

scheme was never uncovered. I began to gain weight, and my blood pressure was averaging 190/130. I was certainly living 

in stroke range! 

In my presentations, I am always careful to tell others that I believe I am alive today because I was caught. I honestly believe 

I would be dead today had I not been caught. My weight had ballooned to 241 pounds. Today I am back down to 168. 

Q. What do you mean you spent a lot of money on other people? 

A. I always felt guilty about stealing the money. I looked for opportunities to help others in need. As I mentioned, in some 

small way, that helped me be able to look at myself in the mirror. So, I helped people that were on hard times with simple 
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things like auto repair, helping to buy new tires if they needed them, etc. Plus, I loaned people cash if they needed it, but 

the loans seldom were repaid, and I did not care one bit about being paid back.  

Q. I want to backtrack. When and how did you find out you were caught? 

A. On Saturday, June 16, 2007, my co-defendant’s family and my family were all enjoying the afternoon on my boat, out 

in the middle of Galveston Bay. He and I were up on the bridge while the girls were below in the galley preparing lunch. 

His cell phone rang, and when he looked down at who the caller was, the number was from our corporate headquarters’ 

phone number. He showed it to me, and I told him not to answer it.  

Keep in mind I knew that there would be no reason for anyone from our corporate office to ever call him, or Houston 

Tankering and Survey. I knew this situation was not good, but I did not know for sure exactly what it meant. I still remember 

the feeling in the pit of my stomach as I thought about who at the corporate office might be calling that number. I knew 

there was never anyone in the office on a weekend afternoon. However, I knew we were still going through an audit, and 

the auditors worked out of our corporate offices while it was going on. 

Q. So, you thought the auditor or someone in your company was suspicious. Auditors often do not work on the weekends. 

A. Correct. So, Monday I went to work, and I had a planning meeting at the corporate office at 10:00 AM. When I got to 

the main office, I happened to walk over to where the auditor for my section was working. His name was—I will call him 

John. I walked up to his cubicle, and even though his back was to me, I could see the screen on his laptop. There were 

several items listed to discuss, and the first item in bold letters said, “Discuss HTS with VP Finance.” Of course, HTS stood 

for Houston Tankering and Survey. I was immediately scared to death! I was completely convinced he had uncovered our 

scheme. Of course, I did not know what to do. 

Q. What happened next? Did the police come in and prep walk you out in handcuffs in front of the media? 

A. No, they did not. I went home and told my co-defendant all about it. I convinced him that we needed to tell our wives 

about it and come clean about what we had been doing. At first, he balked at the idea; he thought perhaps there was 

something we could do to get out of telling them. But I was convinced the ruse was up, and there was nothing else we could 

do. We talked about the situation for a few more days, but I finally decided that I had to tell my wife. At that point, nothing 

had happened at work. 

On Sunday night, June 24th, I told my wife what we had been doing. I told her all about the scam, how it worked, and that 

I was sure the scheme had been uncovered by this older auditor. I told her I was so sorry, that I was scared, and I was quite 

sure the future was not going to be good!  I still remember how upset she was.  

Q. Did you at least contact an attorney? 

A. Yes, the very next week, I went to see an attorney, a friend of the family. I told him everything that had transpired from 

the beginning without leaving anything out. I was so ashamed; I must have cried in his office for at least an hour. Finally, I 

calmed down, and he looked straight at me, and I will never forget what he said to me. “Vernon, there’s one good thing 

about this whole thing. This crime does not carry the death penalty.” I looked at him, almost as if I were waiting for the 

punch line. But then I remembered that he often tried capital cases and was accustomed to working to keep clients from 

being convicted and receiving the death penalty.  Can you imagine my shock and dismay? 

Of course, we immediately stopped sending in the fake invoices for payment, so the company was no longer in a hurry to 

rush through anything. The next eleven weeks was one of the worst times ever. I found out later that the company took their 

time to carefully set up the official investigation with the U.S. Attorney’s office and the FBI. Since no  money was going 

out the door, they had no reason to rush. They took the necessary time to develop the investigation carefully.  

Q. The eleven weeks had to be bad. My “hell” is when there is a problem, and there appears to be no resolution (i.e., you 

are in a state of unknown). How did you get money for an attorney? 

A. I transferred $200,000 into an escrow account for my attorney, so when we were finally arrested, the money would be 

there for our defense. I later found out from the FBI that they saw the money being transferred to my attorney’s account, so 

they knew what I was preparing to do. They did not try to stop the transfer of funds because they knew one way or the other, 

I would need legal representation once we were arrested. I was arrested by the FBI, making it a federal case, and  my 
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attorney only tried State case and not federal cases. He eventually hired two attorneys to represent both of us, because we 

could not use the same attorney. The rest is history. 

Q. Tell me about the trial itself. Anything about your judge stands out? 

A. There was no trial; we both pled guilty immediately and did everything possible to help recover and return assets and 

money to the Court. My Judge was the Honorable Nancy Atlas from the Southern District of Texas. She was known to be 

assigned to many financial crimes in the Southern District.  

Q. I read news reports that you were charged with mail fraud and wire fraud and each charge carried a maximum penalty of 

20 years and $250,000 in fines. What prison sentences did you and your co-conspirator receive? How long did you stay in 

prison?  

A. You are right. I could have easily been sentenced to 25 years or more. But the judge extended mercy and grace to me for 

some reason, and I was sentenced to only 48 months, and the order stated, “without the possibility of parole.” That was 

because there is no parole available in the federal system. I served 34 months. I self-surrendered to the Seagoville Federal 

Prison in Seagoville, Texas—just south of Dallas. I was assigned to the prison camp adjacent to the main prison. Both of us 

were ordered to repay $13.5 million in restitution back to Texas Petrochemicals LP. We were also ordered to make monthly 

restitution payments of $200 each, so it goes without saying that we will be paying for the crime for a long time. 

My co-defendant was sentenced to 38 months, and he too was sent to a federal prison camp. He was given a lesser sentence, 

because I was the one who abused a position of trust with my company in order to commit the crime. I could have done this 

crime with anyone, but my co-defendant could not have done it without me. Hence, he was given a sentence that was 10 

months less than me. 

Q. True. Vendor frauds fall into two broad categories: fraud involving vendors acting alone and collusion between vendors 

and someone inside the organization. Why are white collar criminals charged with mail fraud and wire fraud rather than the 

actual crime? 

A. I am not sure. I suspect that mail and wire fraud is less strict about the mens rea requirement. But I am certainly not an 

attorney. 

Q. Mens rea, of course, refers to the guilty mind element or intent—for example, scienter. In my forensic accounting and 

auditing classes I try to teach my students about the sentencing guidelines. At one time they were mandatory, but now judges 

must merely consider them. These sentencing guidelines do help judges decide the severity of punishment. Was 25 years 

the sentencing guidelines period for you?  

A. No, the maximum sentence was 25 years, but my actual recommended guidelines were 63 to 84 months. That was 

primarily due to our willingness to assist the government with the case, and not try to fight them in court. I really did not 

know for sure until one of your students asked me that question in class. Apparently, the Supreme Court held in 2005 that 

criminal sentences based upon facts not proven beyond a reasonable doubt to a jury violates the Sixth Amendment. 

 I was sentenced to prison in 2008, so I am not sure if that decision helped me, or if my reduced sentence was based more 

on our strong willingness to assist. As I stated, federal judges now are not required to follow the guidelines; they are merely 

a recommendation to the judge. 

Q. I looked up the guidelines for fraud which starts out at a base level of seven. This base level is increased by 20 for a theft 

more than $9.5 million. There are other plus (e.g., acceptance of responsibility, pled guilty) or minus (number of victims) 

adjustments, but at the 27 level (Zone C), the Fine Table shows a $8.5 million penalty. With no prior convictions, the 

Guidelines shows a prison range of 70-87 months or 5.8 to 7.25 years.  

A. Wow, then I guess I was extremely fortunate. 

Q. Many white-collar criminal investigations are federal in nature. Often the federal prison sentences and restitution amounts 

are higher than in state court. Were you able to give some of your gains back? 

A. We forfeited real estate, a time share property, funds from a retirement plan and from several other accounts, three autos, 

three Harley Davidson motorcycles, artwork, jewelry and cash. Texas is a community property state, so since my wife was 

not a part of the dispute, she was entitled to keep her half of our home. Therefore, she purchased our home back from the 

government for one-half the appraised value.  
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On another note, my 401(k) plan also was seized, but the government could not take all of it—again due to Texas being a 

community property state—my wife was entitled to her half (over $200,000). However, in exchange for an offer of a lesser 

sentence, she gave up her half of my 401(k) benefits. Interestingly, even though she did give up her half, the IRS determined 

that I owed a 10% penalty for early withdrawal, as well as significant taxes on the amount, even though I never touched that 

account. I was assessed a judgment of almost $85,000 in taxes. Eventually, I hired an attorney to negotiate an offer-in-

compromise to settle that tax burden. I later found that my first attorney could have negotiated a deal beforehand, where I 

would not have been assessed any taxes or penalties, since my wife willingly gave up her half of the 401(k) benefits. Oh 

well, live and learn!  

Q. Tell me about your life in the country club prison? Any dangers or excitement while you were there? You told my 

students about a C-PAP machine. 

A. Well I am not sure I would characterize it as a “country club prison.” While its true prison time is easier at a camp than 

being in a high security prison behind a fence, it is by no means a picnic. There are always dangers, after all—it is prison, 

and there are dangerous people there. Keep in mind white collar criminals can still be DANGEROUS. I believe this is called 

red collar crime. Normally, if you treat people with respect, they will not bother you. And just because I was designated to 

a federal prison camp, that does not mean everyone there was a white-collar criminal. 

Yes, there was one instance where I did have some trouble. I was allowed to have my own C-PAP machine sent into the 

prison so I could use it due to being diagnosed with sleep apnea. After it arrived, I had to be re-assigned to a lower bunk, 

located along the outside wall of the dorm  due to needing a wall plug to run the C-PAP machine. I clearly had not thought 

that one through! That meant I would be forcing another inmate (with greater seniority—if you can believe that) to move 

out of his bunk so that I could have it, just because I needed a wall plug for electricity. The situation escalated quickly. If 

you want to know what happened, you will have to read it in my book. 

Q. What happened after you began using the C-PAP machine? 

A. That is a long and involved (and emotional) story, and it included me being sent to the “hole”, also known as “seg” 

(segregation), or solitary confinement. Some people call it the “Shu” (pronounced “shoe”). Suffice it to say that I was sent 

to the Shu for no reason at all—it was payback for another inmate having to give up his wall bunk. The story is much too 

long and involved to describe here, so read the book. 

Q. Will this book be fiction or non-fiction? An ethics’ book? Religious? 

A. I have been working on several chapters but writing takes a great deal of time. I have not decided whether it will be a 

complete work of non-fiction, or if I want to include a part of fiction. I am leaning toward a non-fiction book about my case, 

and then lean heavily on the faith-based portion of my life. I am sure there will be a part on ethics as well. The COVID-19 

problem has really slowed me down.  

Q. How often could you shower in prison? 

A. You are supposed to be able to shower three times each week, but we were lucky if we got to shower one time each 

week—this was while I was in the Shu. In the main camp, we could shower daily. Also, in the Shu, you are allowed one 

hour of recreation each day, but I averaged two hours each WEEK. The rest of the time you are in that seven-by-nine-foot 

cell.  

Q. How about the walls or fences around your prison? 

A. Most prison camps, such as mine, have no fencing around the perimeter at all. I could have walked away at any time, but 

once caught (and they are always caught) I would have been placed in a prison behind the fence. We were located adjacent 

to a main prison, and they did indeed have a fence. The main prison was extremely secure, and that was always a constant 

reminder. 

Q. Did you ever think about just walking away? Assuming a new identity? 

A. Absolutely not. I made up my mind the day I was arrested to admit what I had done and to pay for my crime. I never, 

ever considered walking off. 

Q. Any other famous people in the prison while you were there? 
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A. You could probably find that on the internet. I believe Chris Epps is spending time there. He was the former 

Commissioner of the Mississippi Department of Corrections, sent there for taking $1.4 million in bribes. Sentenced to 

around 19 years. Clearly crime does not pay. There were certainly some famous “visitors” that came to see people locked 

up there, but I would not want to disclose that information. 

Q. OK, I can hardly wait for your book. Are there gangs in these types of prisons like shown on TV and movies? 

A. Certainly—there are gangs in every prison and in every walk of life. But when a person is designated to a camp, or when 

they finally work themselves down in security classification from a more secure prison to the camp, they are normally ready 

to behave and not cause problems. They just want to go home. 

Q. Are inmates allowed visits from people and telephone calls? What did you do in prison to pass the time? How does one 

cope with the knowledge of what you have done? 

A. Under normal circumstances at the camp, inmates are allowed visits on weekends and holidays. Inmates are also allowed 

to make phone calls, but only to those people on their approved phone list. Every inmate is allowed 300 minutes each month 

on the phone. 

I spent most of my time studying the Bible. I enrolled in a seminary and worked on a Doctor of Divinity Degree, but I did 

not finish it. I was within three courses of completing the degree. I spent an average of seven hours each day studying God’s 

word and completing the college courses. 

Coping is an individual thing; everyone does it in their own way. I had much difficulty. I realized how I brought shame on 

myself and my family. I learned that no matter how much I asked for forgiveness, some people will never forgive you. But 

I also know that the Lord has forgiven me, and I do find comfort in knowing that. I can also report that my family did forgive 

me, and we are tighter and closer today than ever before.  

Q. Could you have a radio or TV in prison? 

A. Yes, we could purchase a hand-held radio from the Prison Commissary. We were able to tune in various frequencies on 

that radio in order to watch TV in the Day Rooms. There may be several TV’s in the same Day Room, so you must listen 

to it through your radio. There is no volume control on the TV’s. Otherwise, it would be too noisy to watch any one channel. 

Every television has its own unique radio channel. 

Q. I believe you are still married. How did this event affect your wife and children? 

A. One of the hardest things I have ever done in my life, was telling my wife about the crime. I had been living a lie for 

more than seven years, and she obviously felt betrayed. It took a while for her to forgive me, and I am forever thankful for 

that. My children also forgave me, and I will say that we are much tighter today as a family than ever before. Today, we 

have been married 41 years.  

Q. Did you have a job in prison?  How much were you paid? 

A. Upon arrival, I worked in the laundry for about three months. I was then transferred down to the Main Prison Guard 

Entrance. That is where all the guards come in and report for duty each shift. They arrive and go through a metal detector 

and draw their keys and other issued items needed for their shift. I was responsible for cleaning up, emptying trash, mopping, 

dusting, etc. 

After my short 70-day vacation in Seg (the Shu), I was awarded the job of Town Driver. I drove inmates to the bus station 

or DFW Airport when they were transferred or going home. Town Driver is definitely the #1 job in all the prison, and it 

paid Grade-1, which was about $94.00/month.  

Q. What advice would you give to students?  Students today have many more ways to cheat in the classroom (e.g., to use 

test banks, solution manuals, etc.). 

A. My advice would be to question yourself closely, and often. Anyone knows that when you do something wrong over and 

over, it gets easier. You become numb to the affects. We started out stealing a small amount of money each week, and it 

grew to over $160,000 each week, getting easier over time. The same can be said for cheating—it gets easier and more 

comfortable. You have to ask yourself, “where does it all end?”  

Q. What advice would you give to other potential corporate fraudsters? 



Journal of Forensic and Investigative Accounting 

Volume 12: Issue 3, Special Issue 2020 

 

449 

A. Corporate fraud happens in every single company in the world—at some level. True, they might not be stealing $13.5 

million, but it is happening, nonetheless. The person who cheats (just a little bit) on their expense report each month is still 

committing theft, and that is fraud!  And it still reduces the profits of the company, and it is not worth it. 

Q. Are you familiar with the recent SEC action against KPMG involving their audit of Miller Energy Resources? [$50 

million fine] What does their stealth re-review program of KPMG (Steal the PCAOB Exam) tell us about the current 

auditors? [Second in command partner got 1 year, 1 day in prison.] 

A. I am somewhat familiar with the case. It just goes to show that auditors can go down the wrong path as well. I am 

certainly not one to point the finger, but most people simply do not realize how rampant corporate fraud is today. I remember 

speaking to an FBI agent during my trial. He was not on my case, but he talked to me about several cases he had worked in 

the past. I remember him quoting a mid-sixteenth century statement by John Bradford, whereby Bradford witnessed 

prisoners being marched to their execution and said, “There but for the grace of God go I…”  Everyone must always be on 

guard. 

Q. I read that your external auditors were Grant Thornton. How did you hide the fraud from the auditors? 

A. I do not recall who our external auditors were, but we used auditing  firms often for various types of audits. They were 

exceptionally good companies. I chose a category within the transportation budget to embezzle money, which was an area 

most people simply do not understand. Any time an auditor would begin asking questions, I would baffle them with shipping 

terms and double-speak. Sometimes I would almost embarrass them by showing their ignorance on the subject. They would 

quickly move on to the next topic. After all, who wants to be shown their ignorance?  

Q. Could you give an example of how you tricked the auditors? 

A. I would not say that I actually tricked them. I would characterize it more as trying to cause confusion or confound the 

issue we were discussing during the audit in order to make it harder to understand any one concept. Like I mentioned earlier, 

there was no smoking gun, so nothing seemed wrong in the first place. Truth is, it is difficult to sometimes understand the 

many different methods of quantifying various chemical products, so it was quite easy to cause confusion and get the auditor 

to move on to the next topic. The chemicals we transported were either gases or liquids. Some products were quantified in 

metric tons or liters, while others might be counted in pounds and gallons. The type of transportation depends upon whether 

the product was purchased overseas, or maybe if the finished products were being shipped out and sold here in the U.S. 

Believe me, it was difficult to quantify and understand in the best scenarios. Most auditors had little real experience in our 

business.  

Q. So, an auditor must know the industry they are auditing. How did you get caught? What records tipped the auditors? 

Could the fraud have gone on longer if you and your co-fraudster had been more careful? 

A. I finally got an external auditor that had some prior auditing experience in transportation, but more importantly “marine 

transportation.” The auditor knew almost all the major vendors in the marine industry, so when he saw the name of the fake 

company we were using to embezzle, he began to investigate closer and he uncovered the scheme. As I look back, I think 

the fraud would have eventually been uncovered, no matter what conditions would have existed. I think that is true with 

most crime—sooner or later you get caught! I was just too stupid to realize that I was not nearly as smart as I thought I was. 

Q. Interesting, external auditors hardly ever catch fraud—only around 4 percent of the time according to the 2020 ACFE 

2020 Report to the Nation. The same survey reports that 43 percent of the time the fraud is caught by a tip. Paraphrasing 

the Greek Philosopher Epictetus, auditors should realize that some things in the world are not as they appear to be. So, how 

does an external or internal auditor right out of college get this experience about the industry they are auditing?   

A. That is not easy. All companies are different and often times quite complex, and auditors must understand the business 

they are auditing. Finding fraud is not easy or clear-cut. One suggestion is to use the IRS’s Audit Techniques Guidelines 

when you audit a new business. Some of them are free, and they zero-in on the unique aspects of various industries, 

explaining jargon, questions to ask, fraud schemes in that industry, and more. Audit firms must not be afraid to spend the 

money to hire those experts where needed. As I look back, I am sure the value of the audit company that uncovered my 

fraud went up exponentially. 

Q. How would you describe your personality before the crime and now after the crime? There is some research that at least 

one out of five CEOs are psychopaths. 
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A. I am not sure I could be characterized as a psychopath or a sociopath, but I am ashamed to admit that I was often times 

very rude to people, and sometimes even displayed an attitude of being smarter or superior to others. As I mentioned earlier, 

I did not act like a Christian, and I must be truthful about that now. But at the same time, I also knew how to play the 

“political” game when it was needed. I was comfortable working in “corporate America” and I knew the game well. That 

being said, that is not me today! My faith keeps me grounded, and as hard as it is, I try every single day to live the victorious 

Christian life.  

Q. Now I want to zero-in on the company itself, the auditors, internal controls, and other items. The ACFE 2020 Global 

Fraud Survey indicates that the typical duration of a fraud is around 14 months, and that billing schemes present the greatest 

risks, and billing schemes are caught in 24 months. This report indicates the median loss from billing is $100,000 (pages 

13–15). What was the duration of your fraud? 

A. The entire span was seven and one-half years. 

Q. So, in terms of the length of duration and the amount stolen, your scheme was excellent or your company was lax. The 

same ACFE 2020 Report indicates that external auditors will find the fraud in 24 months, and management will find it in 

17 months. If accounts are reconciled, the medium duration is seven months. 

A. I suppose so. I have a hard time saying the scheme was “excellent.” It was wrong, and in many ways, a lot of things had 

to line up just perfectly in order for it to go undetected for such a long time. Maybe the scheme was effective from the point 

of view of duration. 

Q. Did your company have a master vendor file? How did you get the Accounts Payable Department to accept the shell 

company as a valid vendor? 

A. Yes, we had a master vendor file, and it was maintained and managed by our Purchasing Department. But as a Director 

within the company, I was authorized to approve vendors and purchase orders up to $1 million. Anything above that amount 

required the Vice-President’s approval. I helped fill out all the forms necessary to process the vendor application for our 

phantom vendor. 

Q. How large was the shell company space-wise? If auditors went to Google maps, could they see the company’s facilities? 

A. No sir, we did not have a commercial office. The shell company was simply operated out of my co-defendant’s home. 

He used his cell phone as the official company contact phone number, and he used a P.O. Box for the mailing address. We 

did not have a web page, there was no fax number, or e-mail address. No one really had a reason to contact the phantom 

company. There were no assets in the company, and it was a simple sole proprietorship (not a corporation). 

Q. So, an auditor could have called the cell phone, but they could not find an e-mail or fax number on the invoice. Most 

software or auditor would have discovered the fact that this information was missing, and the company was using a P.O. 

Box address. Did anyone ask to see any reports prepared by the company? 

A. No sir, everything was kept fairly low key. There were never any questions raised. There was a job report that 

accompanied (and supported) each invoice, but that was prepared by me, so I knew exactly what was expected. Nothing 

appeared abnormal or out of the ordinary. The fake job report looked just like the ones submitted by legitimate companies. 

Q. Did Texas Petrochemicals have an internal auditing department, and if so, did they ever audit your department? 

A. No, there was no internal auditing department, but external auditors were hired two or three times each year. We had tax 

audits, Sarbanes Oxley audits, and various types of contracts audits. 

Q. So, without an internal audit department, there was never a conflict-of-interest audit. Did you have to sign a conflict-of-

interest statement each year? 

A. No, I never had to sign anything like that. I was bonded, so I did have to sign a bonding agreement once. By the way, 

since I was bonded, the company received the embezzled money back.  

Q. Did your company have an internal or external hotline? Did you have suggestion boxes? 

A. No sir, there was no hotline, but I believe we had a suggestion box for new ideas or suggestions for process improvements. 

Q. Can you think of any other questions you could answer? 
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A. No sir, but I would like to mention one thing about my sentence. As you know, I am often asked to make presentations 

to various groups about how we accomplished this fraud, and especially how we were able to go undetected for such a long 

time—seven+ years. I never pass up an opportunity to explain to people how we did this scam, and I also like to teach 

auditors what to look for, not just the things they learn from a book. I like to go into great detail about the many, subtle 

things that young auditors should look for, and possibly catch these types of frauds sooner.  

Many people realize our prisons are filled to overcapacity, even the lower security camps like where I was sent. I wonder 

why the Justice Department would not consider using someone like me to work with them on really trying to uncover these 

types of corporate frauds. I am not saying the FBI should hire me, but simply suggesting they could offer to have me (and 

people like me) work for them instead of going to prison. What did they gain by me being sent to prison for 34 months? I 

could have spent that time helping to uncover frauds. It would not cost them anything. I proposed no threat to anyone. I was 

not going to run away; otherwise, they would never have sent me to a camp. Having me help the government uncover fraud 

and/or embezzlement would have been much more beneficial to them. It is something to think about. 

I want to thank you much for allowing me this opportunity to share my story. One final item, when I make my presentations 

before various groups, I always give out my personal email address and cell phone number. I know that sometimes people 

have questions, and I like to make myself available to answer all of them. My e-mail address is vfbeck07@gmail.com. 

Thank you, Mr. Beck. Please finish your book quickly. 

According to the PwC 2020 Global Economic Crime and Fraud Survey, fewer than 3 of 10 companies perform limited 

testing of their operating controls, and another 12 percent do not test at all. A 1976 Country-Western song titled “One Piece 

at a Time” by Johnny Cash tells the story of an employee stealing pieces of a Cadillac from General Motors to build himself 

a Cadillac, and “it wouldn’t cost [him] a dime.” One line goes “but GM wouldn’t miss one little piece.” 

Vernon Beck indicates that with annual revenues of $1.6 billion, his Specialty Chemical Company would not miss a couple 

of million dollars each year. Businesses often take this attitude that a little fraud is merely a cost of doing business. However, 

they fail to understand that these losses go directly to the bottom line causing a multiplier effect. Suppose Texas 

Petrochemical lost $1,866,667 ($14 million divided by 7.5) each year for seven and one-half years. If their gross margin 

were 31.16 percent [re NYU Stern School of Business’ 2020 Margin by Sector] , each year they would have to increase 

sales by $5,990,584 each year to overcome Beck’s yearly theft or $44,929,380 million over the 7.5 years. 

What is even worse, the Association of Certified Fraud Examiners (ACFE) over the years suggest that a typical organization 

loses 5 percent of its annual revenue to fraud, and I believe this percentage is low. So, Texas Petrochemical, with such a 

weak internal control system, was probably losing much more than $14 million each year. If we accept the ACFE’s 5 percent 

loss figure, their lost per year would average $80 million (5% times $1.6 billion) annually. I guess the company did not 

catch the other fraudsters or they did not reach the headline stage. 

Grant Thornton in a 2018 “Manage Your Fraud Risk in 5 Phases” white paper suggests these five steps for an effective anti-

fraud system: 

• Establish governance with top-level anti-fraud commitment. 

• Create a formal fraud risk assessment process. 

• Develop control activities aimed at the highest fraud risk areas. 

• Implement fraud reporting and investigation procedures. 

• Ensure oversight and monitoring of internal controls and new schemes. 

Beck’s company apparently did not have an effective internal control system. One of the more important variables in both 

the Embezzlement Triangle and the Fraud Diamond is opportunity. Although hindsight is 20-20, if Texas Petrochemicals 

had had an effective internal control system, and the first $275 false check had been caught by management or the external 

auditors earlier (e.g., initially or within 14 months), the losses would have been much less. The 2020 PwC Global Economic 

Crime and Fraud Survey indicates that companies that invest in fraud prevention had a 42 percent reduction in fraud. 

Corporations, internal auditors, and external auditors bear some of the blame for the huge fraud losses occurring around the 

world each year. Entities must do a better and more aggressive job of preventing  and detecting fraud. 
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