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ENRON SCANDAL : Failure in Corporate Governance

Bernie Madoff

Academic : University of Alabama
Born: April 29,1938
Died: April 14, 2021

Financier

- Responsible for the largest Ponzi scheme in history,
defrauded thousands of investors out of tens of
billions of dollars over the course of 17 years,
possibly longer

- Was sentenced to 150 years in prison and
forced to forfeit $S170 billion in 2009

- Pioneer in electronic trading and
Chair of Nasdaq in the early 1990s

« Sarbanes Oxley Act 2002



PEWAJAR STEEL : Failure in Corporate Governance and rule of law is over and above everyone

- lost everything
- his family and friends

“Once when | put my hands on the table, there
were 200 other hands of my friends on that
same table. But now there are not enough hands ”



GOVERNANCE

patterns of rule or practices or
action or manner of governing an
organization;

covers all aspects of how a state
or country is governed : economic
policies, regulatory framework,
and adherence to the rule of law

*
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“INTEGRITY

- the quality of being honest and
having strong moral principles

- actions based on values rather than
personal gain

- Doing right thing when no
watching ( but metaphysic :

- level ofI integrity ..




Resigned

i,
1. McGauran, an Australian Science Minister

resigned after his incorrect claims/false claims
4 totaling some U.S. $1050.

— 2. AustraliaTransport Minister John Sharp resigned,
who allegedly filed the improper claims

3.Tan Chuan-Jin resigned from Singapore parliament

- and party after having an affair. E i
_
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Bribery & Corruption



Bribery or or
reward to any person
or the receipt

of such reward

Corruption is the
for private
gain

MACC Act 2009



How Serious is Corruption
in Malaysia ?

CORUPTION N MALKGIA |

THEN LATER NOW

m Sinar Daily

Malaysia loses RM3
trillion within 25 years
due to corruption

Survey: Think government
corruption is a big problem

General Corruption Barometer(GCB) 2020




CFEs) estimate that the typical
e to fraud each year;

Jpen Tender & Bid Rigging




Corruption




InfoGrafik : TAHUN 2015 - 2020 KESELURUHAN
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ARREST STATISTICS OF MACC{2022-JULY 2023

TANGKAPAN KESELURUHAN OPERASI MENGIKUT KATEGORI/UMUR BAGI TAHUN 2022 DAN 2023
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*Kesemua data diperoleh melalui CRIS
2022-2033
Disediakan Oleh:- Youth Arrested = 50%
Unit Statistik
Cawangan Perisytiharan Harta & Statistik (CPHS)

Bahagian Pengurusan Rekod dan Maklumat
Suruhanjaya Pencegahan Rasuah Malaysia
10.07.2023




K TANGKAPAN NEGERI SARAWAK BAGI T
HINGGA OGOS 2023

TAHUN TANGKAPAN

2019

2020

2021

2022

2023

JUMLAH

*Kesemua data diperoleh melalui CRIS SPRM



STATISTIK TANGKAPAN MENGIKUT SEKTOR BAGI NEGERI SARAWAK BAGI TAHUN 2019-2023
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CORRUPTION PERCEPTION INDEX 2022
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SCORE COUNTRY/TERRITORY
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Which Institution is
the most corrupt in

Malaysia ?
1. Members of Parliament 36%
2. Police 30%
3. Government Official 28%
4. Business Executives 27%
5. Local Government 18%
6. NGO 15%
7. Judges & Magistrates 13%
8. Bankers 10%
9. Army Leader 9 %

10. Religious Leaders 9%

Source: Transparency International’s General Corruption Barometer(GCB) 2020
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13%
i

GLOBAL CORRUPTION BAROMETER ASIA 2020 - MALAYSIA

7%

Think
government
corruption
isa big
problem.

Used
personal
connections
for public
services

Paid a
bribe for
public
services

Experienced
sextortion
or know
someone
who has

Offered
bribes in
exchange
for votes

*Based on people who used these public services in the previous 12 months.

Source from Transparency International Malaysia(2022).
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Percentage of citizens who experience sextortion

or know someone who has.?**

SEXTORTION RATES BY COUNTRY

1
|

%8

-

%l

%C

%t

-

%E

%5

%9

%L

%L

L ]

%6

%6

g ]

%01

%L1

%l

%Sl -

%L1

%81

20 T
0

Source: General Corruption Barometer ASIA 2020



What Motivates them?



Hedonistic - maximize pleasure minimize pain




Lifestyle - living beyond means i : /
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BEHAVIORAL RED FLAGS OF FRAUD

Recognizing the behavioral clues displayed by fraudsters can help
organizations more effectively detect fraud and minimize their losses.

8 KEY WARNING SIGNS

OF ALL FRAUDSTERS 2
0/0 displayed at least one These are the 8 most common behavioral clues
8 5 BEHAVIORAL ®  of occupational fraud. At least one of these
R ED F LAG red flags was observed in 76% of all cases.

i) (&

20 13 12 12 11 10°
Living beyond Financial Unusually close Control issues, Irritability, Bullying or Divorce/family “Wheeler-dealer”

means difficuities association with unwillingness suspiciousness, intimidation problems attitude
vendor/customer  to share duties  or defensiveness

Association of Certified Fraud Examiners(ACFE)-Report to Nation 2022



Living Beyond Means who's who ? GENDER AND

RED FLAGS

Some behavioral flags tended to
correlate with the fraudster’s gender.

%/ MORE COMMON WITH
~—7~( FEMALE FRAUDSTERS

A 445> 37

Living beyond
means

3 gpn oo

Financial
difficulties

Recent divorce 1 7 9

or family problems

Association of Certified Fraud Examiners(ACFE)-Report to Nation 2022



Social Bond - weak social bond, the chances of delinquent behavior increases significantly
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Tak
Takut

Kepada
dlah Subhanahu Wata’ala

God Fearing not fear MACC (religious value)

Sweden, Denmark ?
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Causes of corruption
Criminological perspective

=/,

=Y =
qann
Financial or emotional force
Fraud Triang|e Pushing towards fraud
Pressure
b - spouse
ressure —>_ Debt
- llicit activities

Ability to execute plan without
being caught

Internal control
- not enforced

- Notin place
- Not effective Rationalization Imem=——————

- Life style needs
K=
©

Personal justification of
dishonest actions

- Everyone else is doing it
- My boss is corrupted too
- ldon’t get paid what

| am worth

v

- Segregation of duties
- Too much trust
- Poor tone at the top

Elements



Collusion ,
- internal & external parties

Many surveys tell us
that 80-85% of fraud
is committed by




Political influence
- Government servants




Government Contract

Ordering a motorcycle

But pay the price of a car

The biggest disease is corruption, the vaccine
is transparency



Good Governance

Responsiveness G O 0 D

GOVERNANCE

Effectiveness
and Efficiency

Rule of law - Over and above even “Premier stated that
Ombudsman will be answerable to Legislature / DUN”"



KEY COMPONENTS OF INTEGRITY

Leaders with integrity make a
conscious effort to be sincere
and authentic at all times.

Leaders with integrity act in a
consistent manner, aligning
their actions with their values
and principles.

IN LEADERSHIP

Leaders with integrity are fair
and just in their dealings with
others.

S.

Courage

Leaders with integrity have the
guts to do and stand up for
what they believe in.

Responsibility

Leaders with integrity take
responsibility for their actions
and decisions.

3 Criteria
Integrity

-  Merit
Courage




Offer Chance to influence governance
Mark & Spencer “Business Development Group”
IBM “Value Jam”
BP “Open Talk”
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Integrity vs Law

- handlers

- e-procurement

- direct nego
GLC
promotion

A

”
You can have the tightest rules and laws to cur . S PN

) " SN
1 ) |- \ > < ”' > \ -
corruption, 1\ B © - N

but if cuStodians of public trust have no integfity, & &
all is lost 1 m—

%






Blue Code of Silence

Law Enforcement



Integrity & Religious Doctrine

Even religious doctrines cannot change a corrupt
- Integrity resides in the soul deep inside
- It’s either you have it or not






Always Go Home late : (first one in, last one out)




Big Spenders

(expensive hobbies, living beyond means)




Secretive About Work




Too Close to Client




No vacation






Suddenly Resign




Most Decent




BEHAVIORAL OF FRAUD

Recognizing the behavioral clues displayed by fraudsters can help

organizations more effectively detect fraud and minimize their losses.

8 KEY WARNING SIGNS

OF ALL FRAUDSTERS -
0/0 displayed at least one These are the 8 most common behavioral clues
8 5 BEHAVIORAL ®  of occupational fraud. At least one of these
R ED F LAG red flags was observed in 76% of all cases.

13 12 12 11 10°

Living beyond Financial Unusually close Control issues, Irritability, Bullying or Divorce/family “Wheeler-dealer”
means difficuities association with unwillingness suspiciousness, intimidation problems attitude
vendor/customer ‘o share duties or defensiveness

Association of Certified Fraud Examiners(ACFE)-Report to Nation 2022



Nearly HALF of all reported frauds in
the study occurred in these four departments:

15%

Operations

11%

Executive/upper
management

12%

Accounting

11%

Sales

Assoc

iation of Certified Fraud Examiner 2022




WHAT ARE THE MOST COMMON OCCUPATIONAL FRAUD SCHEMES IN HIGH-RISK DEPARTMENTS?

Check and payment tampering
Expense reimbursements
Financial statement fraud
Register disbursements

2 = - 5

= = = g = E

= o e S =3 =

DEPARTMENT Cases oo 8] O = o e}

Accounting 230 24% 15% 13% EE 10% 10% 7% 16% 3% 19%
Executive/upper

management 206 9% 10% % 18% 22% 21% 13% 2% 12%

Sales 203 1% 6% 7% 51% 8% 6% 18% 4% 2% 1%

Customer service 140 8% 10% 16% 6% 7% 17% 6% 3% 10%

Administrative support 131 23% 8% 15% 16% 5% 12% 12% 5% 10%

- . - R I

Source: ACFE-Report to Nation 2022
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$300,000

$250.000

$150,000

$100,000

$50,000

$49,000

Less than 1 Year

$100,000

1 -5 Years

Perpetrator’s Tenure

$250,000

$210,000

6—10 Years More than 10 Years

B Median Loss ~——@— Percent of Cases

Association of Certified Fraud Examiner 2016



$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

$0

<26

$50,000
—3

Age of Perpetrator

Cases: 31-45 Years old $630.000

$280,000

10.5% $250,000 $250,000 $258,000

4 6% $100,000 $100,000

2630 3135 3640

AGI

= s\ 1 LI =

B Median Loss ~——@—— Percent of Cases

arfrhe

20%

Association of Certified Fraud Examiner 2016




Perpetrator’s Education Level

$£350.000 509%

$300.00C $300,000 45%
$300,000
40%
$250,000 350,
$200.00( $200,000 30%
$200,000
25%
$150,00C
$150,000 S0
$100.000 $80,000 15%
$50,000
SOH
$0 0%

High School Graduate or Less Some University University Degree Postgraduate Degree

B Median Loss ——@— Percent of Cases

Association of Certified Fraud Examiner 2016




Rational Choice Theory

Is the money worth\(jmﬂ / K &c

the risk of going to jail? , /
— =
o




Three Lines of Defense

Governing Body / Board / Audit Committee

st Line of Defense 2nd Line of Defense 3rd Line of Defense

Financial Control -
Management I:te ma|| Risk Management Internal
Controls e Audit
Measures
Inspection
Compliance




Factors Leading Governance with Integrity — A

== 3. Implementing employee => 5. Proactive fraud auditing
assistance programs

|. Having good

= internal controls

Creating a culture
of honesty, openness,
and assistance

Eliminating fraud
opportunities

2. Creating a positive 4. Creating an expectation 2. Discouraging collusion between
work environment — of punishment =  employees and others and informing
vendors of company policies
Code of gonduct and job rotation

|. Hiring honest people and providing 3. Monitoring employees and
=) fraud awareness training = implementing a hotline




Avoid wearing ORANGE T-
SHIRT attire and the blemish of

shame;

- nobody will help you;

- worst of all, your spouses,
children and families suffered and

were humiliated for generations;

-"Are you ready for the

consequences of these actions ?”




LEADING GOVERNANCE
WITH INTEGRITY

Thank you

Dato’ Sri Akhbar Satar
Ahli Lembaga Pengarah
Institut Integriti Malaysia

017-2560811


mailto:akhbar.satar@gmail.com

Sabah’s Watergate Scandal Unfolds

———

i

The Malaysian Anti-Corruption Commission (MACC) seized RM114m
worth of assets RM53.7mil in cold cash stashed in houses and office
— from two senior Sabah Water Department officials on Oct 4, 2016













Prison in Austria


http://mail.google.com/mail/?realattid=0.1&attid=0.2&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.3&attid=0.4&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.9&attid=0.10&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.10&attid=0.11&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.12&attid=0.13&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.14&attid=0.15&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.16&attid=0.17&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.18&attid=0.19&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.19&attid=0.20&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.13&attid=0.14&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.11&attid=0.12&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.8&attid=0.9&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.6&attid=0.7&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.7&attid=0.8&disp=inline&view=att&th=10f24f779747dc20
http://mail.google.com/mail/?realattid=0.5&attid=0.6&disp=inline&view=att&th=10f24f779747dc20

Santa Ana Jail, Califonia



Rwanda, Africa
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