Part 5 - Effective Auditing and Monitoring
Go to “CAMP” to evaluate internal controls and make friends along the way.

A Monster That Had To Be Tamed

Several months after we launched the sales and marketing codes and completed our initial live
training sessions at Bausch & Lomb, our internal audit team supplemented their routine country-
wide anti-corruption audits with an examination of the existence and adequacy of internal
controls mandated by the codes. In so doing, they employed their standard auditing protocols.
They reviewed the country’s books and records, interviewed employees, and evaluated the
adequacy of internal controls. Pursuant to long-standing company policy, when the auditors
found control weaknesses or possible violations of the law, they were instructed by the law
department to withhold such findings from country managers and immediately report to senior
management at company headquarters.

The first two audits conducted in China and Spain did not go well. In both cases, the internal
audit team found that many mandatory sales and marketing code controls were either inadequate
or non-existent. They also discovered potential violations of industry ethics standards and the
law. After calling headquarters and sounding the alarm, the CEO, CFO and General Counsel
scheduled conference calls with the country managers to discuss the findings. Understandably,
the country managers were furious about being blind-sided and having to defend themselves and
their operations to senior management without having had the opportunity to first discuss the
issues directly with the audit team. They were also anxious about keeping their jobs - which
heightened tensions in a way that was not productive. This resulted in many lengthy and
emotionally charged telephone conferences between country management, the audit team, and
senior executives.

After devoting weeks to addressing the audit findings in Spain, our CEO asked the compliance
department to intervene and “fix” these audits to avoid the havoc they caused. I was put in
charge of making this happen.

Building our “CAMP”

I commenced the work our CEO commissioned by drafting a detailed project charter stating that
our purpose was to:

1. Supplement compliance audits by providing company management a broader, more
comprehensive view of the current state of key compliance controls in company
operations around the world,;

2. Assist country management in implementing effective compliance controls where such
assistance is required; and

3. Monitor key compliance control performance over the long term.

For several months, I led a multi-disciplinary team comprising compliance department
professionals, internal audit staff and business executives to develop an audit protocol to achieve
these objectives in a manner that was more productive and less contentious than past practices.



The end product of this initiative was an audit protocol and a collection of supporting documents
we dubbed the “Compliance Assistance and Monitoring Program” or (“CAMP”).

The CAMP audit protocol included detailed instructions regarding:

e Planning
e Pre-Fieldwork Data Gathering and Conference Calls
e Fieldwork

e Audit techniques
e Sample sizes based on the frequency of control activities
e Audit Documents and Templates that included:

o A Country Self-Assessment

o Review Procedures

o A Scoping and Testing Plan Template

o An Audit Report Template

o An Audit Team Debrief Template
Post-Fieldwork Activities

Going to “CAMP”

All CAMP audits began by assembling the audit team and developing a detailed plan defining,
roles, responsibilities, and a timeline. We then notified country management of the pending audit
and sent them a self-assessment tool that listed mandatory control elements associated with each
section of the sales and marketing code, asked country management to indicate whether the
control element existed and offered an opportunity to provide comments if desired. We also
requested documents associated with the controls. After receipt of these materials, we scheduled
a series of conference calls with members of the country management team. Taking all this
information into account, the audit team developed a game plan for the fieldwork.

During the first week of field work, the internal audit team reviewed the country’s financial
records with the assistance of local auditors from a public accounting firm. The auditors prepared
a summary of their findings that they shared with my team and I when we arrived in country at
the beginning of the second week. For the following two weeks, the internal audit team and the
compliance team reviewed documents and interviewed members of country management. This
work culminated in a draft audit report that we completed while in country before the end of the
third week detailing our findings and recommended corrective actions.

The CAMP audits we conducted in India and Italy were spectacularly successful. They revealed
many opportunities for improvement and, at the same time, achieved a consensus between
country management and the corporate office on a timeline for completing specified corrective
actions. In both cases, instead of causing turmoil, the audits generated trust and a productive
partnership between the audit department, compliance department, and country management.



The Secret CAMP Sauce

The primary reason the CAMP approach was so successful is that we worked hard to treat our
colleagues with respect. At the beginning of the audit process we set the tone by explaining to
country managers that we understood that the sales and marketing codes were new and that the
company had not provided them the resources to develop and implement required controls. We
postured ourselves not as policemen bent on finding and punishing wrong-doing, but instead as
colleagues intent on lending a helping hand. When we found internal control deficiencies we did
not pull any punches. But instead of being critical, we worked with country management to think
through how to implement corrective actions. In some cases, we temporarily halted the audit
work, rolled up our sleeves and helped country management build needed controls while we
were in their offices.

Consistent with our commitment to treat our colleagues respectfully, we also abandoned the
“hide the ball” approach internal audit had been required to use in the past. Instead, we took
pains to be completely transparent with the country manager and their teams regarding our
findings at every stage of the process. This approach helped build trust and significantly reduced
the anxiety for the auditors and country managers alike.

When we completed our draft audit report near the end of the third week, we scheduled a
meeting with country management to review every word to ensure accuracy and to reach a
consensus on the findings, planned corrective actions, completion deadlines and a monitoring
schedule to track progress. We also added a new section to our audit reports to applaud country
management for any best practices they had that should be replicated elsewhere.

Taking “CAMP” from Retail to Wholesale

As may be apparent from the description of the CAMP process, it is resource intensive. As a
consequence, we only had the capacity to perform four CAMP audits per year. Yet, we had
direct sales operations in over 40 countries around the globe. To remedy this problem, we
partnered with the head of finance and accounting in our Asia Pacific region to develop and
implement an in-depth training program for all finance and accounting professionals in the
region to help them understand the controls mandated by the sales and marketing codes. We also
conducted a “red flag” awareness training session to help them recognize the signs of corrupt
business practices by company personnel and third-party intermediaries.

Following this training session, we provided each country finance executive a detailed self-
assessment that they completed and returned to the corporate compliance and audit departments.
These data were consolidated into a single spreadsheet that gave us a comprehensive, region-
wide view of the status of critical internal controls. We were then able to use these data to focus
our resources on assisting countries with weak controls and to prioritize audit targets for the
following year.

Thus far in this series, we have focused attention on the various elements of a comprehensive
compliance program to avoid the “Bear Traps.” As may be self-evident, these program elements
are essential to “enable” compliance. However, they are insufficient by themselves to “assure”



compliance. To do this you must build and sustain a strong ethical culture. This will be the focus
of the sixth and final part of this series.



