[image: image1.png]Philavelphia Area Chapter
Association of Certified Fraudy Examiners




2003 Directors

President

Kathleen M. Walter

215-560-2440

Immediate Past President

Robert Cohen, CPA, CFE

215-938-8815

Vice President

Carol Cagno, CFE

215- 981-8825

Treasurer

Harry Feldman, Jr., 

CFE, CGFM

215-381-3052

Secretary

Dennis Zawacki, CFE

215-861-8576

Directors

Richard Sobine, CFE

LPA, CGFM

215-546-2140

856-321-3177

Douglas Carmichael CFE, CPA

215-297-0326

David Naser, CFE, CPA

215-299-1609

Daphne Rich, CPA, CEBS

daphnerich@att.net

Judith Spradley, CFE

215-283-3323

Website

www.philacfe.com

The Philadelphia Examiner

Spring 2003

Message from the President

Kathleen M. Walter

I dedicate this President’s Message in the loving memory of Leonard W. Galloway (12/15/40 - 05/06/03).

My best friend and direct boss served the PA Department of Justice, later to be known as the PA Office of Attorney General for 32 years.  The last nine years, we spent side by side.

Over the years, Leonard has held the positions of Agent Supervisor, Equal Employment Officer, Coordinator of the Consumer Mediation Unit and Administrative Officer; most recently, he held all of the above offices simultaneously.

In his early career, he was active in politics.  He ran for Philadelphia City Council in 1968 and Lt. Governor in 1971 on the Consumer Party ticket. He was the international vice president of CEPA (consumers education and protection association) and was often seen picketing companies for the way businesses treated consumers.

Len Galloway believed in training.  He performed 100 outreach events a year, training young and “senior” consumers about how to protect themselves from fraud.  At Leonard’s funeral, Attorney General Mike Fisher remarked that many people in the five county area thought Leonard was the Attorney General.  Endeared by all who met him, Leonard had a calming effect that translated to empowerment of people who were victims of fraud.  Like a classic movie, consumers flocked to see him and hear his message over and over again.  Instilling the mantra that education about old fraud schemes and new ones repackaged in contemporary high tech clothes were always too good to be true.  As Certified Fraud Examiners and Associates, we need to show the same vigilance of exposing the fraud and protecting corporate, government and public victims.

The means to accomplish this task according to Mr. Galloway was through collaboration.  He initiated the first of its kind consumer education roundtable.  A project, of the PA Office of Attorney General, to bring law enforcement, fraud investigators and government consumer agencies in the greater Philadelphia area together to be informed, share, and network vital techniques and highlights of the current hit parade of scams.  The Philadelphia Area Chapter of Certified Fraud Examiners is that same type of organization, specifically in place for you to be trained and current.  Our Philadelphia Area Chapter, along with the Association of Certified Fraud Examiners, are tools in your professional tool box.  

In his personal life, Leonard was also a minister, serving as the Assistant Pastor of Redemption and Restoration Ministries Inc.  Traditionally he was invited to speak to various congregations on Good Friday preceding the Easter holiday.  This year I had the pleasure of hearing him preach on one of the seven last words of Jesus Christ.  His sermon topic was “It is Finished.”   With a carpenter’s apron strapped around him, Leonard displayed the tools of a carpenter man to complete a job and make it finished.  He related this to the crucifixion – making His job complete and finished.  Eighteen days later, Leonard’s job here on earth was also complete and finished.   For us though the job is not done.  The job of detection, deterrence and prosecution of fraud is an on-going battle that keeps us inspired and determined until we too can say it is finished.

I encourage you to keep and share this story with other colleagues and among your offices.  Promote the profession of certified fraud examiner.  Someone else died doing just that to protect all of us

CORPORATE RESPONSIBILITY AND CORPORATE COMPLIANCE

(Part 1 of 2)

INTRODUCTION

Boards of Directors of health care organizations have responsibilities that need to be met relating to corporate compliance requirements unique to the health care industry.

This educational resource, co­sponsored by the Office of Inspector General (OIG) of the U.S. Department of Health and Human Services and the American Health Lawyers Association, the leading health law educational organization, seeks to assist directors of health care organizations in carrying out their important oversight responsibilities in the current health care environment.

Fiduciary Responsibilities

The responsibility of directors is to provide oversight, not manage day-to-day affairs. It is the process the Board follows in establishing that it had access to sufficient information and that it has asked appropriate questions that is most critical to meeting its duty of care.

II. DUTY OF CARE

Of the principal fiduciary obligations/duties owed by directors to their corporations, the one duty specifically implicated by corporate compliance programs is the duty of care (Additional core fiduciary duties include the duty of loyalty and the duty of obedience to purpose). 
As the name implies, the duty of care refers to the obligation of corporate directors to exercise the proper amount of care in their decision-making process. State statutes and court cases involving the duty of care are typically identical for both for-profit and non-profit corporations. In most states, assessing duty of care involves determining whether the directors acted (1) in “good faith,” (2) with that level of care that an ordinarily prudent person would exercise in like circumstances, and (3) in a manner that they reasonably believe is in the best interest of the corporation.  

The “good faith” analysis usually focuses upon whether the matter or transaction at hand involves any improper financial benefit to an individual, and/or whether any intent exists to take advantage of the corporation (a corollary to the duty of loyalty). The “reasonable inquiry ” test asks whether the directors conducted the appropriate level of due diligence to allow them to make an informed decision. In other words, directors must be aware of what is going on about them in the corporate business and must in appropriate circumstances make such reasonable inquiry, as would an ordinarily prudent person under similar circumstances. And, finally, directors are obligated to act in a manner that they reasonably believe to be in the best interests of the corporation. This normally relates to the directors’ state of mind with respect to the issues at hand. 

In considering directors’ fiduciary obligations, it is important to recognize that the appropriate standard of care is not “perfection.” Directors are not required to know everything about a topic they are asked to consider. They may, where justified, rely on the advice of management and of outside advisors.  

CONTINUED ON NEXT PAGE


www.arin.net
(Not Endorsed - For Informational Purposes Only)
The American Registry for Internet Numbers manages the Internet numbering resources for North and South America, the Caribbean, and sub-Saharan Africa. ARIN promotes the conservation of IP address space, maintains impartiality while determining the size of address blocks to be allocated or assigned, and supports efforts to keep the global routing tables to a manageable size.  Their history starts in the 1980s, originally with a U.S. Department of Defense network. Over time the management of domain names was separated from the management of IP numbers. As a result, ARIN was established to provide independent IP registration services and opened its doors for business on December 22, 1997.

ARIN's WHOIS service provides contact and registration information for resources registered with ARIN. ARIN's database contains IP addresses, autonomous system (AS) numbers, organizations or customers that are associated with these resources, and related Points of Contact (POC).  In other words, take the IP address (66.150.41.143) from an email header, paste it into the "Search Whois" Box on home page and find out "Who Is" registered as that address.

CORPORATE RESPONSIBILITY AND CORPORATE COMPLIANCE

(CONTINUED FROM PREVIOUS PAGE)

Furthermore, many courts apply the “business judgment rule” to determine whether a director ’s duty of care has been met with respect to corporate decisions. The rule provides, in essence, that a director will not be held liable for a decision made in good faith, where the director is disinterested, reasonably informed under the circumstances, and rationally believes the decision to be in the best interest of the corporation. 

Director obligations with respect to the duty of care arise in two distinct contexts: 

· The decision--making function: The application of duty of care principles to a specific decision or a particular board action; and.  

· The oversight function: The application of duty of care principles with respect to the general activity of the board in overseeing the day-to-day business operations of the corporation; i.e., the exercise of reasonable care to assure that corporate executives carry out their management responsibilities and comply with the law.  

A director has two principal obligations with respect to the oversight function, both involving corporate compliance programs. A director has a duty to attempt in good faith to assure that 

(1) a corporate information and reporting system exists, and 

(2) the reporting system is adequate to assure that appropriate information regarding the organization's compliance with applicable laws will come to the attention of the board of directors in a timely manner as a matter of ordinary operations.

In its opinion, the Caremark court observed that the level of detail that is appropriate for such an information system is a matter of business judgment. The court also acknowledged that no rationally designed information and reporting system will remove the possibility that the corporation will violate applicable laws or otherwise fail to identify corporate acts potentially inconsistent with relevant law.

Under these circumstances, a director’s failure to reasonably oversee the implementation of a compliance program may put the organization at risk and, under extraordinary circumstances, expose individual directors to personal liability for losses caused by the non-compliance.

Of course, crucial to the oversight function is the fundamental principle that a director is entitled to rely, in good faith, on officers and employees as well as corporate professional experts/advisors in whom the director believes such confidence is merited. A director, however, may be viewed as not acting in good faith if he/she is aware of facts suggesting that such reliance is unwarranted. 

In addition, the duty of care test involving reasonable inquiry has not been interpreted to require the director to exercise “proactive vigilance ” or to “ferret out ” corporate wrongdoing absent a particular warning or a “red flag.” Rather, the duty to make reasonable inquiry increases when “suspicions are aroused or should be aroused;” that is, when the director is presented with extraordinary facts or circumstances of a material nature (e.g. ,indications of financial improprieties, self-dealing, or fraud) or a major governmental investigation. Absent the presence of suspicious conduct or events, directors are entitled to rely on the senior leadership team in the performance of its duties. While the corporate director is not expected to serve as a compliance officer, he/she is expected to oversee senior management ’s operation of the compliance program.

TO BE CONTINUED IN OUR NEXT NEWSLETTER OR VIEW ONLINE AT PHILACFE.COM


www.speechtips.com
(Not Endorsed - For Informational Purposes Only)

Whether you speak publicly very often or rarely, it is always a good idea to take a step back and see whether you are doing things as best as you can. It’s all a matter of planning, writing and delivery.  Planning: With some guidance, anyone can write and deliver a successful speech that will be remembered for all the right reasons.  You must build a solid foundation and capitalize on your knowledge of the occasion, the audience, and your purpose.   Writing: All good writing must have structure, so you must discover how to correctly structure your speech with a strong opening, a purposeful body, and a memorable conclusion. Delivery: Should you use a script, use notes or rely on your memory during the delivery of your speech? The answer depends on whether you are nervous, comfortable or confident.  Finally, there are additional delivery tips for some ideas of what you should and should not do during a public speaking engagement.

MEETINGS and CONFERENCES

Mark your calendar for this year’s important dates!

Philadelphia Area Chapter Training Meetings, Doubletree Hotel, 11:30 AM – 1:30 PM

Monday, August 4, 2003 – “Security for the 2002 Winter Olympic Games” with James A. Heavens, Jr., CPA, CFE of U.S. Postal Service as Postal Inspector/Team Leader of Internal Crimes

Tuesday, October 14, 2003 - TBD

July 17-18, 2003 –   Joint Seminar with ACFE. Two full days of interesting and interacting fraud information and techniques.   Learn from recognized leaders! Develop lasting peer contacts.  Doubletree Hotel at Broad & Locust Streets, Philadelphia.  Earn 16 CPE hours.

 December 1, 2003 – Philadelphia Area Chapter One Day Seminar, Doubletree Hotel.

Annual Membership Dues Renewal

Dues Renewal Notices are being sent to all Chapter members.  We have been able to hold the price for Chapter members with CFE designation to $25.  Associate Members, without CFE designation, dues are $30 for the calendar year.   Search out and encourage other professionals in your office to become a Chapter member and enhance their credentials by becoming a CFE.
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