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Fraud & Government

Fraud risk is generally high across all levels of government. 
Actual vulnerability varies dramatically.  
Political risk, when fraud is exposed, can also be high

A sample of government fraud risk areas:

• UIC/CPP
• Parks
• Health
• Procurement of all types
• Transfer payments
• Grant programs
• Student aid
• CRA
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Fraud & Government

Some fraud risks have been 
around a long time 
New fraud risks emerge as 
new programs are launched.   
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Fraud & Government

Some frauds come from unexpected places 

Example: Grant fraud perpetrated by a women’s charity
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Fraud & Government

Control problems
often  represent 
major fraud risks

Example :
Unsolicited CRA
“gift” of $26K to 
Leech & Associates
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Traditional Approaches to Fraud 

SUMMARY OBSERVATIONS RE TRADITIONAL APPROACHES

• Haven’t worked very well
• Have often not assigned clear responsibility for fraud 

prevention and detection
• Are increasingly being identified as a serious weakness when 

major failures occur
• Were identified by the AICPA, IIA, ACFE as needing a major 

re-think
• Didn’t require senior management or oversight groups, 

including audit committees, pay specific attention to fraud 
risk governance
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Traditional Approaches to Fraud 

 Internal audit’s responsibility 
to identify fraud related risks 
is often not defined. Internal 
audit’s track record 
identifying fraud 
vulnerabilities and actual 
frauds has not been good

 External audits’ track record 
detecting even blatant and 
massive frauds has not been 
good. Some jurisdictions, like 
Alberta, are starting to put 
more emphasis on this area.
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Traditional Approaches to Fraud 

Penalties in 
Canada for  fraud-
related offences 
even today, are far 
less severe than 
those levied  in 
the U.S.
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“Authoritative” Fraud Guidance 

The best available, 
most authoritative, 
guidance was issued in 
July 2008. It was 
endorsed in Canada by 
the CICA
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“Authoritative” Fraud Guidance 

The AICPA/IIA/ACFE 
guidance provides 
practical and useful 
guidance



www.leechgrc.com 12

“Authoritative” Fraud Guidance 

Principle 1: As part of an organization’s governance 

structure, a fraud risk management program should be 

in place, including a written policy (or policies) to 

convey the expectations of the board of directors and 

senior management regarding managing fraud risk.

Principle 2: Fraud risk exposure should be assessed 

periodically by the organization to identify specific 

potential schemes and events that the organization 
needs to mitigate.
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Current Expectations: Federal 

At the current time there is no Treasury Board policy that 
defines responsibilities and accountabilities for fraud 
prevention and detection across all federal Departments 
and Agencies. 

The new Treasury Board policy statements on internal 
control and financial management governance, effective 
April 1, 2009, are silent on the issue of responsibility and 
accountability for fraud prevention/detection. 
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Current Expectations: Federal 

In summary, although no comprehensive assessment has 
been done to assess the current level of fraud governance 
in the federal government that I am aware of, it appears 
that the Canadian federal government would not  do well if 
assessed on the fraud prevention/detection criteria in the 
new AICPA/IIA/ACFE/CICA endorsed 2008 fraud guidance.
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Current Expectations: Federal 

It’s worth noting that 
some departments 
have defined fraud 
prevention 
expectations.
One example is 
National Defence
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A Case Study
Fraud Risk Assessment   

“ ABC is subject to many risks that have the potential to result in 

significant financial loss if the proper controls and risk management 

practices are not in place. Fraud is one of these risks. ABC is exposed 

to fraud risk through fraudulent financial transactions, misappropriation 

of assets, revenue gained fraudulently, expenses avoided fraudulently 

and other misconduct. Fraud risk can not only result in significant 

financial loss, but it can also undermine public trust and cause severe 

reputational damage. As a federal Crown corporation, these risks must 

be managed to an acceptable level.”

Excerpt from an RFP issued by a Canadian Crown Corporation
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A Case Study
Fraud Risk Assessment   
“The main objectives of this assessment are:

Identify the inherently high, medium and low fraud risk areas (i.e. business units 

or processes where ABC is vulnerable to fraud).

Identify gaps/ weaknesses in controls to mitigate the identified risks for the areas 

posing the highest inherent risk of fraud.

Rank inherent and residual risk exposures based on significance.

Obtain information on how to structure and implement a fraud prevention and 

detection program at ABC, in accordance with best practices.”

(Source: RFP issued by federal crown corporation)
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Questions????  

THANK YOU

Merci


