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 December 5, 2001 
 Senior of the audit of the Medical Benefits 

Scheme in Antigua 
 Royal Commission of Inquiry 
 Receipt of $300,000 in payments for private 

consulting services over a 22 month period  
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 Royal Commission of Inquiry in Antigua 
 Allegations of government corruption, 

Misuse of Public Funds, Fraud and Theft 
 Testimony as to “Promoting an Ethical 

Environment” 
 31 Wide reaching recommendations 
 Criminal investigation on 11 individuals 
 6 individuals arrested and charged to date 
 Fall of the government 
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 Sarbanes-Oxley Act in the U.S.  
 (CAN Bill 198) 
 Section 404 compliance 
 Antifraud Programs and Controls 
 New responsibilities for Management, Audit 

Committee, and Internal and External 
Auditors 

 Fraud Prevention / Reputation Risk 
 Organizations’ ethical environment 
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 Ethics carries a higher standard of conduct 
than provided for in our laws “Laws and rules 
establish minimum standards of impropriety; 
they do not define the criteria of ethical 
behavior”. 
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 Top management must lead by 
example “ethics will not suffer 
senior management’s clever 
rationalization or thinly veiled 
hypocrisy. Ethics always comes 
down to a simple choice of right 
over wrong. If the bosses aren’t 
ready to walk the talk, the 
process simply will not work.” 
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The organization is committed to a policy of 
fair dealing and integrity in the conduct of  
all aspects of the business. The commitment 
is based on fundamental belief in law,  
honesty and fairness. The organization  
expects its employees to share its  
commitment to high legal, ethical and moral 
standards. 

7 



The Organization expects that employees 
will perform their duties  conscientiously, 
honestly and  with the best interests of 
the Organization. Employees must not use 
their position or the knowledge gained as a 
result of their position for private or 
personal advantage. 
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 “Employees must not accept entertainment, 
gifts, or personal favors that could, in any 
way, influence, or appear to influence 
business decisions in favor of any person or 
organization with whom or with which the 
Organization has, or is likely to have, 
business dealings” 
 

 Placing the employee under obligation  
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 Payments or  the provision of goods and 
services or benefit of any kind in return for 
actual or perceived advantage, benefit or 
preferential treatment. 
 

 Criminal Code (S.426) does not require that a 
secret commission be given but it need only 
be offered or demanded. 
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Opportunity 

Pressure Rationalization 

11 



 What motivates the crime in the first place 
 
 

 Examples: 
 Inability to pay one’s bills 

 Gambling or drug addiction 

 Meeting of earnings’ targets for investors 

 Meeting of productivity targets at work 

 Desire of status symbols, houses, cars etc 

 Family problems including marital and sickness 
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 Must see a way to abuse the position of trust 
with low perceived risk of getting caught 

 Place $500 in a coffee room with note that 
says “please do not steal”. How long would 
the money remain untouched? 

 Internal controls 
 Honesty Scale 
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THE HONESTY SCALE
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 I’m just borrowing the funds! 
 I deserve it, I’m underpaid! 
 I should have been promoted by now! 
 It’s only the government! 
 I’m not hurting anyone! 
 Others are doing it! 
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The Organization imposes strict standards to prevent 
fraud and dishonesty and in situations where 
employees become aware of any evidence that this 
may have occurred, they should immediately advise 
their superior so that further investigation can be 
initiated promptly  

 
Allan Cutler – The Truth Hurts 
Mary White - MBS 
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 Sound business practice but no substitute for 
ethical environment 

 Creation of a rule for every conceivable 
situation is destined to fail 

 Cannot predict all situations 
 Loophole mentality, “Grey Areas” 
 Simple choice of right over wrong 
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 Education 
 Written Code of Conduct 
 Annual Renewal and Evaluation 
 Reporting mechanism 
 Investigation and follow-up 
 Penalties 
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 Ethical Environment 
 Fraud Risk Policy 
 Identification and Assessment of Fraud Risks 
 Linking control activities to fraud risks 
 Training programs with regards to ethics and 

fraud 
 Role of Internal Audit 
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 increases probability of 

discovery 

 decreases probability of 

occurrence 

 defines acceptable 

conduct and dealings 

 defines responsibilities 

for prevention & detection 

 states consequences  



 
 Likelihood of Occurrence 

 
 Magnitude of Impact 
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Major frauds usually involve senior members of 
management who are able to override 
process-level controls through their high level 
of authority. Preventing major frauds requires 
a very strong emphasis on creating an 
environment that promotes ethical behavior, 
deters wrongdoing and encourages all 
employees to communicate any known or 
suspected wrongdoing to the appropriate 
person.  
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To what extent has the organization 
implemented a process to promote ethical 
behavior, deter wrongdoing and facilitate 
communication on difficult issues? 
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Examples of environment level controls: 
 Ethics or Compliance Officer 
 Code of Conduct 
 Ethics education and training 
 Communication systems for advice 
 Whistleblower protection 
 Investigation process 
 Monitoring and measurement of compliance to 

ethical behaviour 
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To what extent has the entity implemented 
measures, where possible, to eliminate or 
reduce through process re-engineering each 
of the significant fraud risks identified in its 
risk assessment? Basic controls include 
segregation of duties relating to 
authorization, custody of assets and 
recording of transactions.  
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 Fraud Awareness 
 Commitment 
 Affirmation 
 Conflict Disclosure 
 Investigation and Corrective Action 
 Process Evaluation and Improvement 

(Quality Assurance) 
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 Provide objective assurance that fraud 
controls are sufficient for identified risks 

 Ensure fraud controls are operating 
effectively 

 Review the comprehensiveness and adequacy 
of the risks identified by management 

 Evaluate the risks of management override of 
controls 
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 Spend adequate time and attention to 
evaluation the design and operation of 
internal controls related to fraud risk 
management 

 Exercise professional skepticism when 
reviewing activities 

 Potential frauds dealt with in accordance with 
a well-defined response plan 

 Active role in supporting the ethical culture  
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 Know your values 
 Evaluate your values 
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1. Know what you believe is right or wrong 

Is your moral compass pointed in the right 
direction? 

Our priorities impact the choices we make 

2. When making decisions apply the Golden 
Rule: Treat people the way you would want to 
be treated 

3. Guard against being lulled into thinking you’re 
not capable of making bad decisions 
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4.  Ask Yourself: Would I be comfortable with 
my decision landing on the front page of a 
newspaper? 

5. Practice ethical decision making every day. 
“good and evil both increase at compound 
interest.” 

 People don’t wake up and say “I think I’ll 
become a criminal today”. Instead it’s often a 
slippery slope and we lose our footing one 
step at a time. 
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5.  Ethics “every day” continued: 

 “Sow a thought, reap an action, sow an action, 
reap a habit, sow a habit, reap a character, 
sow a character, reap a destiny” 

  Scottish author Samuel Smiles 

6. Discuss tough ethical dilemmas with others 
you respect.  
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7.  Find your courage.  

 Most people want to be part of a team. But 
group think can be dangerous. Courage is not 
without fear. Courage is acting in the face of 
fear. 

8. Apply the same code of ethics at home, work, 
or school  
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9.  Pay attention to your instincts. If it doesn’t 
feel right, it may not be. 

10. Above being loyal to your superiors, be   
loyal to your principles.   
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