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Fraud experience in Thailand and regional countries 
Pervasiveness of fraud experience 

Percentage of companies that have experienced fraud 
 

Sources:  (1) KPMG Australia Fraud Survey, (2) KPMG Thailand Fraud Survey, (3) KPMG Japan Fraud Survey, (4) KPMG India Fraud Survey 
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Presenter
Presentation Notes
KPMG’s survey of companies in Thailand indicates that 46% of respondents have experienced fraudSimilar finding were found in KPMG surveys of other Asian countriesMost recent data indicates that fraud has increased as a result of the global economic downturn Global studies suggest that the typical company will lose 5% of its annual revenues to fraud
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Fraud experience in Thailand and regional countries 
Major factors contributing to fraud incidents 

Sources:  (1) KPMG Australia Fraud Survey, (2) KMG Thailand Fraud Survey, (3) KPMG India Fraud Survey 
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Presenter
Presentation Notes
Inadequate internal controls is the leading factor that allowed fraud to occur in all countries surveyedCollusion between employees and 3rd parties, override of controls and poor ethical culture are also key factorsOther factors include: poor hiring practices, collusion between employees and management, poor physical security and industry-specific risks



© 2011 KPMG Phoomchai Business Advisory Ltd., a Thai limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International, 
a Swiss cooperative.  All rights reserved.  Printed in Thailand.  4 

Fraud experience in Thailand and regional countries 
Types of fraud experienced 

 1.  Asset Misappropriation   
 The stealing or misuse of company assets 

 The most common form of fraud 

 Typically results in smaller value of company losses 

  

 2.  Corruption 
 The misuse of position or power of influence for personal gain 

 Global surveys show one third of fraud cases are due to corruption 

 

 3.  Financial statement fraud / Accounting fraud 
 Deliberately misstating or omitting information 

 The least common form of fraud, but typically results in the highest 
value of losses to the company 

86% 

33% 

5% 

Frequency of incidents, by category 
 

Sources:  ACFE 2010 Report to the Nations on Occupational Fraud and Abuse, KPMG Japan 2010 Fraud Survey Report, KPMG Thailand Fraud Survey 
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Fraud experience in Thailand and regional countries 
Fraud case study 1 

 Case 1 

 Satyam Computer Services was a leading Indian 
outsourcing company that had rapidly grown to become 
an industry leader with 53,000 employees and 
operations in 66 countries.  But it was all a lie. 

 In December 2008, Satyam’s founder confessed to 
inflating company assets by $1.54 billion, by 
exaggerating cash balances, booking fake interest, 
overstating debt and understating liabilities. 

 Other Satyam officials created fake customers and fake 
invoices to inflate revenues by $93.1 million and forged 
documents to obtain loans worth $264.1 million 

 Even the number of employees proved incorrect, as 
13,000 were ghost employees 

 Thee founder explained the problem had grown over 
many years. “What started as a marginal gap between 
actual operating profit and the one reflected in the books 
continued to grow over the years. It has attained 
unmanageable proportions as the size of company 
operations grew,” he wrote. “It was like riding a tiger, not 
knowing how to get off without being eaten.”  

What went wrong ? 
 
  
 
 
Could this happen at your firm ? 

 

 

 
Were there any ‘red flags’ that 
should have been seen ? 
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Fraud experience in Thailand and regional countries 
Fraud case study 2 

 Case 2 

 A manufacturer of automotive parts on the Eastern Seaboard 
has a procurement department to order parts, equipment and 
services. 

 The procurement department has procedures requiring 
expensive purchases  to have competitive bids from vendors 
to be evaluated based on price and reputation. 

 One day management received a fine because the company’s 
trash had been left in an illegal dump on public property.  

 Further investigation showed that the vendor which had won 
the bidding to perform cleaning had improper qualifications to 
perform cleaning or waste disposal. 

 It was further revealed that the cleaning company was owned 
by the wife of the General Manager. 

 The Procurement Officer explained that although the cleaner 
had offered a higher price, the General Manager had lobbied 
hard that they had the best reputation 

 He then revealed that other contractors, including the IT 
systems provider and the building that they rented also 
belonged to the General Manager 

What went wrong ? 
 
  
 
 
Could this happen at your firm ? 

 

 

 
Were there any ‘red flags’ that 
should have been seen ? 
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Fraud experience in Thailand and regional countries 
Fraud case study 3 

What went wrong ? 
 
  
 
 
Could this happen at your firm ? 

 

 

 
Were there any ‘red flags’ that 
should have been seen ? 

 

 

 

 Case 3 

 A large beverage company held a significant share of the 
beverage market with an aggressive advertising and 
marketing campaign. 

 As F&B companies rely on their distribution channels, a 
substantial amount was spent on promotions for 
distributors, including events, gifts and free products. 
However, since much of the marketing is done in far away 
districts, it is difficult to monitor sales activities. 

 Salesmen in several important sales districts were colluding 
with their distributors to hold promotional events in their 
territory, to get promotional materials and free product 
samples.  The distributors then sold those free materials 
and products and split the proceeds with the salesmen.  

 The company’s  IT system was not robust enough to track 
the details of promotional spending by sales territories 
which prevented senior management from understanding 
what was driving the increase in advertising and marketing 
expenses. 

 The problem was only identified after 5 years, which led to 
estimated losses approaching half a million dollars.  
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Fraud experience in Thailand and regional countries 
Fraud case study 4 

What went wrong ? 
 
  
 
 
Could this happen at your firm ? 

 

 

 
Were there any ‘red flags’ that 
should have been seen ? 

 

 

 

 Case 4 

 The Thai subsidiary of a UK engineering company provided 
services for leading companies in Thailand on a project basis.  

 Salesmen of the engineering company were under a lot of 
pressure to win new projects, but also had a strict policy from 
the head office not to make payments (ie bribes) to customers 
to win projects.  

 One time, while bidding on a large construction project, the 
company was asked by their customer’s procurement officer 
to make a payment of 1 million baht to ensure they would win 
the tender process. 

 Since this was against the engineering company’s anti-bribery 
policy, the salesman instead arranged to hire a subcontractor 
to assist on the project, by supplying fictitious services.  The 
supply firm was paid the bribe, which it in turn passed on to 
the customer’s procurement officer.   

 Since the bribe was not paid directly, the salesman thought 
this was in compliance with company policy. 

 It was later revealed that the salesman of the engineering 
company also owned shares of the supply company.  
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Fraud experience in Thailand and regional countries 
Fraud case study 5 

What went wrong ? 
 
  
 
 
Could this happen at your firm ? 

 

 

 
Were there any ‘red flags’ that 
should have been seen ? 

 

 

 

 Case 5 

 The Thai subsidiary of a multi-national appliance retailer 
reported their performance every month to their parent 
company. 

 The parent company paid attention to sales growth and 
gross margin, and paid quarterly bonuses to subsidiaries 
which met their KPIs.  

 Every quarter the Thai subsidiary reported strong sales 
growth and a stable gross margin.  However when the 
auditors reviewed the accounts at year end, the 
company was forced to incur a large write off due to 
unexpected high costs of raw materials. 

 It was revealed that the CEO of the Thai had trouble 
maintaining a stable gross margin due to fluctuations in 
the cost of raw materials. 

 To maximize his bonus, he managed the reported gross 
margin by colluding with suppliers to arrange for inflated 
invoices from the suppliers in one reporting period offset 
by issuing subsequently issuing credit notes in the next. 
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Fraud experience in Thailand and regional countries 
Other fraud experience in Thailand 

 

 A Salesman for a Thai subsidiary of a US company made donations to help sponsor a government event in order to 
ensure they won a contract to supply equipment to the government agency responsible for the event. The salesman 
was forced to resign after the potential US FCPA violation became apparent.  

 An Accounting Manager falsified invoices for imported raw materials in order to avoid taxes. As he was proud that 
he saved the company some money, he did not hide his actions from his head office. He was then terminated. 

 A Procurement officer opened a supply company in his wife’s name and subsequently started hiring them as the 
sole supplier of certain equipment, despite the questionable qualifications of the supplier. 

 The Finance Manager got his MD, a foreigner, to sign off on a Thai document allowing him authority to set up a 
bank transfer token card to wire money to himself. He then wired a series of payments. 

 A Division Manager ordered high quality materials from a supplier, but accepted low quality materials which were 
worth less to get a kickback. 

 An Operations Manager stole company production secrets and opened up a competing company under his 
relative’s name while continuing to work 

 An HR Director failed to delete a former employee from the company’s payroll system.  Instead she changed the 
bank account for the salary payments to go to her own account.  
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Some quick wins 

 Some effective fraud prevention measures that are not costly include:   
 

 Set a “tone from the top” that clearly communicates you don’t tolerate fraud 

 Specify the consequences for committing fraud and misconduct in the code of conduct  

 Establish an anonymous reporting channel for fraud tips with a no retaliation policy 

 Conduct “surprise audits” of assets and processes 

 Rotate staff, where practical 

 Provide fraud awareness training to management and employees 
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Anti-Bribery & Corruption compliance 
US FCPA 

 

  What is the US FCPA?  
  US Foreign Corrupt Practices Act (FCPA) of 1977 is a US anti-bribery regulation that states it is unlawful to 

bribe foreign officials in order to obtain or retain business. 

     
There are five elements to this definition:  

1.  Who:  Applies to any US national, entity organized under US law, or their officers, directors, employees or 
agents. Agents can include subsidiaries, consultants, sales representatives, lobbyists, attorneys, vendors, 
distributors and other parties who act on behalf of the entity.   

2.  Payment:  Cannot offer, pay or promise to give “anything of value” 

3.  Corrupt Intent: The payer must have a corrupt intent and the payment must be intended to induce misuse 
of an official position   

4.  Recipient: Applies to any foreign official (ie government official) or political party or their representatives 

5.  Business Purpose: To influence official action or to secure any improper advantage in order to “obtain or 
retain business” 
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Anti-Bribery & Corruption compliance 
FCPA case study in Thailand - 1 

Sources: Bangkok Post and other press reports 

US FCPA case of Diageo Did it meet the FCPA criteria? 
 
1. Who ? 
  
  
2. Payment ? 
  
 
3. Corrupt intent ? 
    
 
4. Recipient ? 
  
 
5. Business purpose? 
  

In July 2011, liquor giant Diageo (whose ADRs are traded on the 
NYSE), agreed to a settlement with US authorities after 
reportedly paying USD 2.7 million to bribe officials in India, 
Thailand and South Korea to obtain tax and sales benefits for 
Johnnie Walker and other brands. 

From 2004 to 2008, Diageo Moet Hennessy Thailand (DT) 
reportedly paid nearly USD 600,000 to a Thai government and 
political party official.  This official lobbied on Diageo’s behalf in 
connection with pending tax and customs disputes, contributing 
to Diageo’s receipt of favorable dispositions. 

Diageo concealed the payments by recording them as legitimate 
expenses for vendors or customers, or categorizing them in false 
or vague terms or failing to record them at all.  

Diageo agreed to pay USD 16 million, terminate employees 
involved in the misconduct and improve its FCPA compliance 
program. 
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Anti-Bribery & Corruption compliance 
FCPA case study in Thailand - 1 

Sources: Bangkok Post and other press reports 

US FCPA case of Diageo 

In July 2011, liquor giant Diageo (whose ADRs are traded on the 
NYSE), agreed to a settlement with US authorities after 
reportedly paying USD 2.7 million to bribe officials in India, 
Thailand and South Korea to obtain tax and sales benefits for 
Johnnie Walker and other brands. 

From 2004 to 2008, Diageo Moet Hennessy Thailand (DT) 
reportedly paid nearly USD 600,000 to a Thai government and 
political party official.  This official lobbied on Diageo’s behalf in 
connection with pending tax and customs disputes, contributing 
to Diageo’s receipt of favorable dispositions. 

Diageo concealed the payments by recording them as legitimate 
expenses for vendors or customers, or categorizing them in false 
or vague terms or failing to record them at all.  

Diageo agreed to pay USD 16 million, terminate employees 
involved in the misconduct and improve its FCPA compliance 
program. 

Did it meet the FCPA criteria? 
 
1. Who ? 
A subsidiary company 
  
2. Payment ? 
USD 600,000 
 
3. Corrupt intent ? 
Paying to influence the outcome of public 
policy decisions  
 
4. Recipient ? 
Representative of a government official 
 
5. Business purpose? 
To get favorable tax/customs benefits 
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AB&C policies and procedures 

Whistleblower mechanisms 

Communication and training 

Continuous monitoring and internal audit 

AB&C compliance risk assessments 
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Anti-Bribery & Corruption compliance 
How are companies preparing to comply with the US FCPA and the UK Bribery Act? 
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Anti-Bribery & Corruption regulations in the US and UK 
US Foreign Corrupt Practices Act 

 

  What is the US FCPA?  
 US Foreign Corrupt Practices Act (FCPA) of 1977 

is a US anti-bribery regulation stating it is unlawful to 
bribe foreign officials to obtain or retain business. 

 Applies to any issuer, officer, director, employee or 
agent of such issuer.  (Agents can include advisors, 
sales reps, attorneys, vendors, distributors, etc.) 

     

Key provisions:  
Anti-bribery provision 
 It is a federal offense to offer, pay, or authorize “anything of 

value” to a foreign official in order to assist the entity in 
obtaining or retaining business, or directing business to 
any person. 

Financial reporting provision 
 Issuers are required to make and keep accurate "books 

and records" and to maintain adequate internal controls.  

Exceptions:  
 
1. Facilitation payments 
 Exceptions include payments to expedite performance of a 

"routine governmental action” (e.g. obtaining permits, 
licenses, official documents, visas, police protection, etc) 

 
2. Affirmative defense 
 It may be possible for a company to defend that a payment 

was lawful under the written laws of a foreign country or that 
the money was spent to demonstrate a product or perform a 
contractual obligation. However in practice such defenses 
are quite difficult to win. 
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Anti-Bribery & Corruption regulations in the US and UK 
UK Bribery Act 

 

  What is the UK Bribery Act?  

 UK Bribery Act is a UK anti-bribery regulation that 
took effect in July 2011 making it unlawful to bribe 
another person, to accept a bribe or bribe a foreign 
officials to obtain or retain business. 

 Can apply to any person with a close connection with 
the UK regardless of where the bribery took place. 

Key provisions:  
Bribing another person or being bribed 
 The offer, promise or giving of an advantage to another 

intending that it should induce or reward the improper 
performance of their function or activity. 

 Covers both private and public sectors 
Bribing a foreign public official 
 The offer, promise or giving of an advantage which is 

intended to influence the government official in the 
performance of their official functions and intended to 
obtain or retain business or give a business advantage. 

 

Exceptions:  
 
1. Facilitation payments 
 The UK act makes no exceptions for facilitation payments, 

although enforcement may depend on the circumstances and  
whether the public interest is likely to be served. 

 
2. Affirmative defense 
 Where the performance of the function or activity takes place 

outside the UK, any local practice is disregarded unless 
permitted or required by the written law applicable law. 

 Adequate bribery prevention procedures is a defense. The six 
principles for preventative bribery procedures are: 

1. Proportionate procedures 
2. Top-level commitment 
3. Risk assessment 

4. Due diligence 
5. Communication & training 
6. Monitoring & review 

Presenter
Presentation Notes
I. Proportionate Procedures-A company’s procedures to prevent bribery by persons associated with it should be proportionate to the bribery risks it faces and to the nature, scale and complexity of the commercial organization’s activities. They are also clear, practical, accessible, effectively implemented and enforced.II. Top-Level Commitment-the top-level management of a company, be it a board of directors, the owners or any other equivalent body or person must be committed to preventing bribery by persons associated with it. They foster a culture within the organization in which bribery is never acceptable.III. Risk Assessment- a company should assess the nature and extent of its exposure to potential external and internal risks of bribery on its behalf by persons associated with it. The assessment is periodic, informed and documented.IV. Due Diligence-a company should apply due diligence procedures, taking a proportionate and risk based approach, in respect of persons who perform or will perform services for or on behalf of the organization, in order to mitigate identified bribery risks.V. Communication (including training)-a company should seek to ensure that its anti-bribery and anti-corruption policies and procedures are embedded and understood throughout the organization through internal and external communication, including training, that is proportionate to the risks it faces.VI. Monitoring and Review-a company should monitor and review its procedures designed to prevent bribery by persons associated with it and makes improvements where necessary.
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About KPMG Thailand Forensic Services 

Why KPMG? 

KPMG Thailand’s forensic practice helps our clients with fraud investigations, contract 
compliance reviews, asset recovery and analysis of complex financial information to the 
standards demanded in courts of law. 

KPMG offers a spectrum of forensic services to assist clients in effectively managing their 
exposure to corporate crime, non-compliance and other irregularities, reacting rapidly to 
emerging issues, resolving disputes and conflicts, maximizing their recoveries from losses, 
safeguarding their assets and limiting damage to their reputations. 

We provide independent forensic analysis and advice by applying the accounting, 
technology, research, investigation and other specialized skill sets of our experienced 
professional to understand our clients’ exposure to fraud risk and to get to the bottom of 
allegations or suspicions of fraud.  

 

Our forensic service offering includes: 

 

Client focus 
 -  Experienced and skilled 

professionals who listen 
and understand your 
issues 

- Customization of 
business solutions for 
your situation 

- Focus on the long-term 
success of our clients 
 

Local capabilities 
 -   Over 1,000 

professionals in 
Bangkok, Thailand 

- Over 50 professionals in 
Vientiane, Laos 

- Support network of local 
industry experts, audit 
and tax specialists 

  
Global resources 
 -  Over 100,000 KPMG 

professionals worldwide 
- Offices in over 140 

countries 
- Global knowledge base 
- Global network of 

business contacts 
- Seamless cross-border 

service 

  
 Fraud & Misconduct Investigations 
 US FCPA and UK Bribery Act Investigations 
 Anti-Bribery & Corruption Investigations 
 Fraud Risk Assessments & Process Reviews 
 Contract Compliance Reviews 

  
 Forensic Technology (FTECH) 
 Fraud Awareness Training 
 Dispute Advisory / Expert Witness Service 
 KPMG EthicsLine Fraud Hotline Service 
 Corporate Intelligence / Integrity Due Diligence 
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Contact us 

TERM TECHASARIN 
Partner 
 
KPMG Phoomchai Business Advisory Ltd. 
50th Floor, 195 South Sathorn Road 
Bangkok 10120 Thailand 
 
Tel:   +66 2677 2703      
Email:   term@kpmg.co.th 
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DOUGLAS WEBB 
Associate Director 
 
KPMG Phoomchai Business Advisory Ltd. 
50th Floor, 195 South Sathorn Road 
Bangkok 10120 Thailand 
 
Tel:  +66 2677 2766     
Email:   douglas@kpmg.co.th 
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