Parliament will be key to unearthing the facts i Securency case

Peter
Costello

n September 2002, together

with the governor of Mexico's

centralbank, aunched the

20 peso note at Banco de Mex-
icoin Mexico City. It was the first Mex-
icannotetobe printed on polymer—
thematerial thatAustralian
banknotesare printed on -as partofa
deal between the Mexican central
bank and the Australian company
that holds the rights to this techno-
logy. That company is part-owned by
theReserve Bank of Australia.

The business oflicensing this tech-
nology for printing currency around
theworld has proved avery good
earner for the Reserve and its ultimate

shareholder, the Commonwealth of
Anstralia. Atlast count there were
contracts with 28 other countries.

It isa high-technology product
which is more durable than paper and
therefore more cost-effective for those
countries thatuseit. Inmeetings with
central bankers around the word., T
would frequenty recommend it, as
would the Reserve'’s governor.

Itisnow alleged thatsome of the
contracts that were obtained by the
polymer company - Securency Inter-
national - may have involved the pay-
ment ofirregular commissions. [ have
noknowledge of the facts behind such
claims. Certainly the Reserve repor-
ted no suspicion of wrongdoing tome
inthe period I'was treasurer up to
November 2007,

Of course, any agency of govern-
ment that becomes aware of evidence
of criminal activity has a duty to
inform the relevant minister and to
takethe evidence-ifitis credible - to
the law enforcementauthorities. Aus-

tralia has very broadlaws that make it
acriminal offence to offer a benefit
withthe intention ofinfluencing a
foreign public official to award busi-
ness orabusiness advantage.

Thelaw was adopted inAustralia as
aresultof the Organisation for Eco-
nomic Co-operation and Develop-
ment Anti-Bribery Convention of
1987, Under this convention the
developed countries of the world have
allpledged to criminalise bribery and
corruptionin the developing world.
Thethinking is thatif all countries ban
stich conduct then no one country, nor
the companies of one country, will get
abenefit over others by engagingin
cormupt practices,

Ifthere were any doubt about how
these laws could render conductin
faraway places tobe a crime in Austra-
lia, it would have been dispelled by
the highly-publicised dealings of the
AWE inrelation to wheat exports to
Irag. Afthen) little-known Labor
frontbencherby the name of Kevin

Rudd conducted a vigorous campaign
totryto implicate the Coalition gov-
ernmentin a “wheatfor weapons"
scandal. Eventually the Coalition
called a royal commission onthe mat-
ter. In 2006 it completely exonerated
ministers inthe government.

bribery provisions, they may still
contravene the Corporations Actif
they do not take reasonable action to
deal with allegationsonce they
become aware of them.

Itwould be unthinkable if ASIC is
not carefully looking at this issue irre-

oblivious to the dangers. The Reserve
Bank says that forlegal reasons it can-
notrelease all the documents relevant
tothe allegations. It must abide by the
law. Butthe bank is stillaccountable
forits conduct. Itis a veryimportant
institution that enjoys avery high

The Reserve Bank has the opportunity, under parliamentary privilege,
to explain its case and clear its reputation.

However, the Australian Securities
andInvestments Commission
charged several of the officers of AWE
forbreaches of the Corporations Act.
The formermanaging director
admitted contravening that actfor
failing to exercise reasonable care
and diligence as a director after he
became aware of the nature of the
claims against the company.

This illustrates that even where a
personis notinbreach ofthe anti-

spective of any criminal investigation
the police have made under the
Crimes Act.

Of course, all this goes to showthat
companies have tobe very careful
when theyare dealingin foreign
countries, especially when theyare
told thatvarious arrangements are
the norm orstandard practice. They
can get caughtup inad vertentlyin
conductwhichruns foul of Australian
law. Many Australian companies are

levelof respect in the community.
MMay it ever be thus. Butas a public
institution, like all institutions, it
must besubject to publicscrutiny.
In 1996, on behalf of the govern-
ment, [ entered into an agreement
withthe governor of the Reserve to
give it much greaterindependence.
Fromthenon the government has
takenno role in the setting or
announcement of the official cash
rate. But such powercould not be

giventoastatutory body without
some mechanism to ensure public
accountability.

Thebank for its part agreed to
appearbefore a parliamentary com-
mittee to explainits decision-making
and account to the public through
cross-party elected representatives.
The current government has contin-
ued thisagreement.

Sothe parliamentary committee
has the responsibility to take up any
issues of concern in the operationand
management of the bank.

Thebank hasthe opportunity,
under parliamentary privilege,
to explain its case and clearits
reputation. Thisis why the arrange-
ments wereset up and this is howthey
will hopefully operate.

Here is achance for a committes of
theParliament to getto the factsand
really workin the publicinterest.

Peter Costelloistheformerfederal
treasurer.



