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Introduction

We are pleased to present the results of the 2009 Fraud Survey in Organizations in Slovakia,
conducted by Surveilligence, s.r.o. and TPA Horwath A&A, s.r.o. in cooperation with ACCA (The
Association of Chartered Certified Accountants).

In the survey, Surveilligence, a specialized forensic agency focused on fraud detection,
investigation and prevention, and TPA Horwath, an audit and advisory firm ranking globally among
the TOP 10 in professional audit and advisory services, attempted to review fraud incidence,
impacts of fraudulent behavior and existence of control measures to eliminate fraud in organizations

operating in Slovakia.

Our primary objective was to gain an understanding of the extent of fraud, its negative impacts and
the preparedness of organizations to confront fraudulent behavior. Another aim of this survey was
to assess the incidence rate and causes of fraud occurrence in particular segments of the financial
and non-financial sectors in Slovakia.

Our decision to make the survey results available to the general public was driven by our desire to
increase public awareness of the dangers and negative impacts of fraudulent behavior and to make a
small contribution to the development of an ethical society. We believe that a better understanding
of the current situation in fraud incidence, detection and investigation methods may lead towards
increased introduction of tools to control, prevent and eliminate fraud, broader awareness of
misconduct and, in particular, promotion of fraud education in Slovakia.

This report is the first detailed survey focused solely on organizations operating in Slovakia. Our
ambition is to provide such survey and overview on a regular basis to help observe trends and

review developments in all sectors of Slovakia’s economy.

The 2009 Fraud Survey in Organizations in Slovakia took place in June and July 2009. Of the
invited organizations operating in Slovakia, selected based on their size and business segment, 74
sent us their answers.

The survey was strictly anonymous. The survey was accessible on-line, in the form of a web-based
questionnaire. It included 54 questions divided into two parts. The first part of the survey included
questions concerning fraud incidence and impacts of fraudulent behavior. The second part was

focused on assessing the situation of anti-fraud control systems in the organizations.
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We would like to thank all individuals and organizations that took part in this survey and
contributed their time and answers towards creating this unique report. Without your help we would

never have been able to carry out this survey.

We believe that this report will be an inspiring source of information for you, will help you or your
organization build an effective control system and will contribute to eliminating the risk of

fraudulent behavior.

Ivan Paule Jan Lalka Katefina BeneSova
Partner Managing Director Head of ACCA Slovakia
TPA Horwath Surveilligence, s.t.0. ACCA
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Summary of survey results

e 86% of the survey participants named bribery and corruption as the type of fraud most harmful to our society.

e Two-thirds of the participants indicated inefficient judiciary, insufficient ethical culture and lack of moral role models as the most serious factors of

increase in fraud.
o 52% of the survey participants encountered fraud incidents in the last two years.
e  Almost 47% of organizations suffered losses of up to EUR 100,000, almost 12% suffered losses of EUR 100,001 to 250,000.
e Inadequate or non-existing controls were the most frequent circumstance contributing to fraud occurrence.
e Only 26% of the respondents already have anti-fraud control system in place, while 14% do not have and are not planning to introduce such a system.

e The controls most frequently used in organizations include procedures related to supplier selection and procurement, conflict of interest and

segregation of duties, monitoring of employee work, and introduction of IT security measures.
e The most frequent manner of fraud detection in organizations is information from employees.

e The most effective controls include whistleblowing, i.e. anonymous reporting of misconduct. Although almost 40% of the respondents confirmed using

it, only 32% of the survey participants said that they have adequately trained and familiarized their employees with whistleblowing procedures.

e 53% of the survey participants named financial losses as the most frequent impact of fraudulent behavior. Other negative impacts included disruption

of business relations, deterioration of employee morale and damage to the organization’s reputation.
e  Theft of property is the most frequent type of internal fraud. The most frequent external fraud is bid rigging.
e The most frequent fraud offender is the rank-and-file employee, followed by the supplier.
e Fraud occurs most frequently in procurement and stock-keeping.
e  One-third of the survey participants used their own resources to trace and recover assets, only 5% used a specialized external agency.

e 41% of the survey participants were partly successful in asset recovery, 10% did not recover any losses.
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Survey participants

Other forms
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Fig. 1: Survey participants by legal form of
organization

The 2009 Fraud Survey in Organizations in Slovakia took place in June and July 2009. The survey
was strictly anonymous. We contacted 1,300 organizations operating in Slovakia, selected based on
their size and business segment. The invitation to complete the questionnaire was addressed to a
manager in the organization who has knowledge about the occurrence of fraud and about the
organization’s controls. Invitations were sent by mail, and by e-mail if an e-mail address was

available. Seventy-four organizations took part in the survey and sent us their responses.

The survey was only accessible on-line, in the form of a web-based questionnaire. It contained 54
questions divided into two parts. The first part of the survey included questions concerning fraud
incidence and impacts of fraudulent behavior. The second part was focused on assessing the situation

of anti-fraud control systems in the organizations.

According to the statistics ,,Economic entities by selected legal form and size category by number of
employees as of 31 December 2008, released by the Slovak Statistical Bureau, a total of 5,227
entities with the legal form of a joint-stock company and 106,017 with the legal form of a limited
liability company operated in Slovakia as of 31 December 2008.

The survey covered a higher ratio of joint-stock companies than is the ratio indicated by the above
statistical report.

Specifically, almost one-half of the organizations that participated in the survey had the legal form of
a limited liability company. The second largest group consisted of organizations with the legal form of

a joint-stock company (42% of the organizations). Nine percent had another legal form.
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Fig. 2: Survey participants by sales

Ninety percent of the survey participants were organizations without a state-owned interest and only

less than 5% of the organizations were partly or fully state-owned.

Almost 42% of the organizations were fully owned by Slovak owners, 35% were fully owned by

foreign owners. Twenty-four percent of the organizations had mixed local and foreign ownership.

The most numerous group of organizations participating in the survey (42.2% of the total number of
respondents) was organizations with 101 to 500 employees. Small and medium-sized organizations
with up to 100 employees accounted for 28.2% of the participants. Large organizations with more

than 500 employees had 29.6% participation.

Organizations from a broad spectrum of sectors participated in the survey. Industry had the strongest
representation, followed by services, each with about one-third of the survey participants. Third in the

number of participating organizations was construction with 13%.

Industry 34%

Services 32%
Construction
Other industries
Energy

Trade
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Survey participants by type of industry and services

The automobile industry and engineering had the largest representation in the industry segment.

Services segment

Financial services 39%
Computer and office technology
Telecommunications

Other services

4%

Design and engineering
Media 4%
Transportation 4%

Audit 4%
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Financial services prevailed in the services segment.

Industry segment

Automotive industry 25%
Engineering
Food industry
Chemical
Metallurgical
Wood processing
Machinery

Forestry

Pharmaceutical
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Note

Respondents‘ answers in the following parts of the survey are presented in graphical form. In many questions, respondents
could choose more than one answer or add their own answer. As a result, the total sum of the answer percentage values in
some charts is more than 100%.
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Fraud incidence at organizations

Quick survey facts:

- 52% of organizations encountered fraud

- 8% of those that encountered fraud had more than 25
fraud incidents

- 26% organizations encountered no fraud

- 49% of those that encountered fraud investigated fraud
incidents

- 22% of those that encountered fraud did not successfully

investigate any of the fraud incidents

No, I have not
48%

Yes, I have
52%
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Fig. 6: Fraud incidence in organizations — has the

person completing the questionnaire encountered fraud

in his/her organization in the last two years?

People commit fraud. Organizations don’t. That is why wherever people work there is a risk of
misconduct. A frequent answer by many company representatives as to whether fraud may exist in
their organization is simply — no. However, the awareness of fraud in one’s own organization is often
in conflict with the real situation. Therefore, we were interested in organizations’ awareness of the
occurrence and frequency of fraud in their operations.

The survey participants’ answers indicate that almost 48% of the representatives of the organizations
involved in the survey (individuals who completed the questionnaire) encountered no fraud incidents
in the last two years. However, we find this number very optimistic, especially in light of the
organizations’ answers in the other parts of the questionnaire where only about 35% of the
organization representatives regularly confirmed that no fraud occurred in their organization.

Of the organizations where fraud occurred, almost 35% of the respondents noted one to two fraud
incidents in the last two years. More than 25 fraud incidents for the period were noted in 8% of the
organizations.

The survey confirmed that the organizations tried to investigate identified fraud. However, according
to their answers, the results of such investigations generally were not very satisfactory. Of the
organizations where fraud occurred, up to 22% of them did not resolve any fraud incidents and only
19% resolved more than three-quarters of the fraud incidents detected.

Approximately one-third of the respondents did not have sufficient information about fraudulent
behavior in their organizations. This fact may have been either due to the respective individuals’
incomplete knowledge of the situation in their organization or due to their reluctance to provide

information.
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