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Forensic audit report of satyam

Born in Paris in 1859 to Jewish parents, Henri Bergson received his education there and later taught at Angers and Clermont-Ferraud before returning to Paris. He was appointed professor of philosophy at the College of France in 1900 and elected a member of the French Academy in 1914. Bergson developed his philosophy by emphasizing the biological and evolutionary elements involved in thought, reasoning and creation. He considered that the vitalistic dimension of the human
species was of the utmost importance. Bergson's writings were acclaimed not only in France and around the world learned. In 1927 he was awarded the Nobel Prize in Literature. In defiance of the Nazis after his conquest of France, Bergson insisted on wearing a yellow star to show solidarity with other French Jews. Shortly before his death in 1941, Bergson resigned from all his posts and resigned his numerous honors in protest against discrimination against Jews by the Nazis and the
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rapidly. Unofficial estimates value the practice in Rs 400-500 crore annually, but it is this could double in the next three or four years. That's not surprising given how the incidence of corporate fraud is on the rise. Research firm and risk consultancy Kroll unearthed in a recent survey that 69% of the companies studied were affected by fraud in fiscal year 13, up from 68% the previous year. The value of fraud, according to the study, increased to 71% from 67%. The offences are of all
nuances, in particular seven: theft of physical assets, theft of information, corruption and bribery, internal financial fraud, fraud of suppliers, conflict of interest of management and regulatory non-compliance. Insider fraud was particularly prevalent in India, with 89% of respondents indicating that the perpetrator was an expert of some kind: a junior employee, middle-time or senior, or an agent. Why, as Rohit Mahajan, national leader of Deloitte Forensic, India, and senior director points out,
have forensic audit practices evolved significantly over the past 10-15 years? Research used to be limited to books and records, but now there is a significant element of intelligence gathering, he explains. Mahajan adds that technology and analytics have a greater stake in all aspects of forensic accounting today, be it market intelligence or human resources intelligence (HR). Unsurprisingly, the financial sector is more vulnerable to fraud. As Sandeep Dhupia, head of KPMG's forensic
services in India, explains, this is due to the misuse of technology and despite the presence of a strong regulator. Data published by the Reserve Bank of India (RBI) show that public sector banks lost money in the amount of Rs 8,734 crore in the past three years due to loans (personal, housing, corporate and others) that were disbursed against false documents. The amount was almost four times that of 2010 of Rs 1,202 crore. 8. However, other spaces are also exposed to fraud, which
is why the scope of the forensic audit is being expanded. In addition, school accountants, MBAs, and attorneys are no longer based solely on. While they are at the heart of forensic accounting, there is now a need for financial research analysts, engineers, journalists, artists, and even former law enforcement officials. As experts point out, fraud related to a toll road or competitive tender would require the services of a professional with knowledge of the infrastructure industry, while a
white-collar crime in financial services and issues related to stressed or anti-money laundering assets would require an understanding of the functioning of banks and financial intermediaries. Nature crimes are complicated and issues such as conflicts of interest, code of conduct violations and regulatory non-compliance require strong industry knowledge. More companies are waking up to the fact that corporate crimes can't be desired. In fact, the Kroll report showed that India was well
above average when it comes to most crimes. Theft of physical assets: 33% of companies compared to 28% of the survey as a whole, and corruption, 24% compared to 14%. India also exceeded the average domestic financial fraud—22% vs. 16%—and had an above-average incidence of information theft—of 24% compared to 22%. Indian companies were aware that they operated in an environment of high corruption... Companies should avoid accepting that fraud is only a normal
part of the business, Kroll noted. But there are other reasons why demand may be increasing. The provisions of the new Companies Act mean that all companies now have to have proactive fraud risk management policies. The Act requires independent directors to increase safeguards against fraud and reminds them of their reporting responsibilities. Objections must be documented, and now that the Act explicitly defines fraud and safeguards, the disrecognise of the parameters of
either of us will no longer be a defence. 8 ? P to g e 9. 9 ? P a g e What is forensic accounting? Forensic accounting is a fast-growing accounting area related to the detection and prevention of financial fraud and white-collar criminal activities. George A. Manning in his book Financial Investigation and Forensic Accounting defines Forensic Accounting as the science of collecting and presenting financial information in a way that will be accepted by a jurisprudence tribunal against
perpetrators of economic crimes. The integration of accounting, auditing and research skills produces the specialty known as Forensic Accounting, which focuses very closely on the detection or prevention of accounting fraud. Coroner, according to the Webster Dictionary means, Belong, used in or appropriate for judiciary courts or for public discussion and debate. • The word accounting is defined as a system of recording and summary of commercial and financial transactions and
analysis, verification and recording of results. The term forensic accounting refers to the financial fraud investigation that includes the analysis of accounting records to prove or refute financial fraud and serve as an expert witness in the Court to prove or refute it. Therefore, basically, forensic accounting is the use of accounting for legal purposes. Forensic accounting is a very important tool for detecting, investigating and preventing fraud. Whether it's stock fraud or bank or cyber fraud;
forensic accounting has become an indispensable tool for the investigation. With India classified as the 88th most corrupt nation, the needs of forensic accountants become even deeper. Forensic Investigation:- The use of research skills specialized in conducting an investigation carried out in such a way the result will apply to a court of law. A forensic investigation may be based on accounting, medicine, engineering, or some other discipline. Forensic Audit:- Examination of evidence
relating to a statement to determine its correspondence to establish criteria made in a manner appropriate to the court. Court. example would be a Forensic Audit of sales records to determine the amount of rent owed under a lease, which is at issue. 10. IMPLEMENTATION OF FORENSIC ACCOUNTING IN 10O P a g and INDIA In India, forensic accounting has not received its due recognition even after an alarming increase in complex financial crimes and the lack of adequately
trained professionals to investigate and report on complex financial crimes. The task of forensic accountants is handled by Public Accountants who apart from managing the traditional audit practice as required by the Companies Act, 1956 or income tax law are required by law enforcement agencies or companies or individuals to help investigate financial crime or fraud. The AUTHORITY or ACMs of India are best suited for this profession because of their financial acumen acquired
during their rigorous training, which can be further refined by introducing a subsequent degree or qualification diploma in Research and Forensic Accounting similar to one introduced by CICA. The CA or CMA that acquires post rating in Investigation and Forensic Accounting may use the CA-IFA or CMA-IFA designation and be legally recognized as the Forensic Accounting Experts to handle the investigation of financial crimes and give expert testimony in the Court of Justice. So far,
however, ICAI and ICMAI have made no effort, the two main professional legal accounting bodies to move in this direction and create an institute that can offer the diploma of qualification of positions in Research and Forensic Accounting to its members. However, the increase in cases of financial fraud, recent scams with stock markers, the failure of non-financial banking companies, the phenomena of missing companies and plantation companies, and the failure of the regulatory
mechanism to curb have forced the Government of India to form a Serious Fraud Investigation Office (SFIO) under the Ministry of Corporate Affairs , which can be considered the first step of the Government of India to recognize the importance and promote the profession of forensic accountants. SFIO is a multidisciplinary organization with experts from the financial sector, capital market, accounting, forensic audit, taxation, law, information technology, company law, customs and
research. These experts have been taken from various organizations such as banks, the Indian Securities and Exchange Council, the Comptroller and Auditor-General and interested government organizations and departments. However, the main major law enforcement agency directly involved in the fight against fraud is the Police, CBI, etc. 11. STUDY OBJECTIVES: 1. Know the various uses of forensic accounting in India. 2. Know the role of Forensic Accounting (technical) in fraud
review. RESEARCH METHOD: The document is based on secondary data and some discussions with eminent people in the business sector. Forensic accounting is the accounting of the investigation involving analysis, testing, investigation examine civil and criminal matters and finally give an impartial and true report. Just as forensic investigations and lab reports are needed in court to solve the mysteries of murders and dacoit. Similarly, forensic accounting plays a key role in tracking
financial fraud and white collar crimes. However, forensic accounting covers a wide range of operations whose fraud examination is a small part where it is most common. 11 ? P to g e 12. HISTORICAL PERSPECTIVE OF FORENSIC 12 P to g e ACCOUNTING IN INDIA Maurice E. Peloubet who coined the term Forensic Accountant in 1946 essay Forensic accounting: his place in today's economy. Archaeological finds reveal that, during 3300-3500 a. C., the accountants of his time in
Egypt, participated in the prevention and detection of fraud. During 1800 a close relationship developed between accounting and the legal profession. Many changes to the disclosure of financial statements can be attributed to fraud in companies. In 1930 America, Eliot Ness was credited with shooting down gangster Al Capone, but his case was based on research work by Elmer Irey, an internal tax service accountant who secured Capone's conviction for tax evasion. He was probably
America's first high-profile forensic accountant. But in the Indian context the history of research accounting goes back to the ancient times of mauryan Times. Kautilya was the first person to mention the famous forty forms of embezzlement in his famous Kautilya Arthashastra. A fraud review is the area that is considered the monopoly of collegiate accountants due to the nature of the experience involved in accounting. In India, Public Accountants are called upon to take on such research
assignments. Very few collegiate accounting firms have the fraud test as a separate practice. But overall this area is dominated by the four major consulting firms such as Deloitte, KPMG, Price water House Coopers and Ernst and Young. In India, the formation of the Serious Fraud Investigation Office is the historic creation of forensic accountants. Growing cybercrime, the inability of regulators to track security scams, the 101 series of cooperative banks bursting - are all pointing to the
need for forensic accounting, regardless of whether we understand the need or not. 13 ? P a g e NATURE OF FORENSIC ACCOUNTING Forensic accounting is the specialized area of the accounting profession that describes commitments resulting from actual or anticipated disputes or litigation. Coroner means suitable for use in a court of law and it is to that standard and potential outcome that forensic accountants generally have to work (Crumbley et al. 2005). Counters are often
said to look at numbers, but forensic counters look behind numbers (Okoye 2009). Forensic accountants are trained to look beyond numbers and deal with the business realities of the situation. Analysis, interpretation, summary and presentation Complex financial and business issues are prominent features of the profession (Bhasin 2007). The services provided by forensic accountants are as follows: Company valuations - Divorce proceedings and marriage disputes - Personal injury
and fatal accident claims - Professional negligence - Insurance claims assessments - Arbitration - Association disputes and corporations - Shareholder disputes (minority shareholders claiming civil and criminal actions related to fraud and financial irregularities - cross-examination, cross-examination, question-making , Fraud and investigations of white-collar crimes 14. P to g and TYPES OF FRAUDS: The following are the types of frauds: 1) Bank fraud 2) Corporate fraud 3) Insurance
fraud 4) Cyber fraud 5) Securities fraud 1) Bank fraud: The number of bank frauds in India is substantial. It is increasing over time in all major banking operational areas. There are different areas in Bank Deposits, Loans, Inter-Branches, Accounting, Transaction, etc. Bank fraud is a big deal in today's world. 2) Corporate Fraud: In India, it is increasing by 45% of major Indian businesses declared that fraud, for example, Satyam Computers stunned the national financial world in 2009,
Satyam founder B. Ramalingan Raju declared that he had inflated profits and stunned the company's Balance sheet by more than $1 billion. 3) Insurance fraud: There are different types of fraud in the insurance sectors. For example, health insurance, claims fraud, fake claims, insurance speculations, app fraud, etc. 4) Cyber fraud: Who says Indian cybercrime is still in childhood? This is a man who penetrated e-commerce for his personal benefits into a high-use credit card, ATM card,
home work cybercoda, etc. 5) Securities frauds: Although not the corruption scams that these have affected people there is no way for the investment community to forget the infra truncate Rs. 4000 crore Harshad Metha scam and about Rs. 1000 Crore Ketan Pare Parkh scams that shareholder ended up in a great way. 15. 15 ? P a g e THE SCAMS IN INDIA:- Table: Scam Statistics in India Scandal Year reported Scope Key Players Summary Stamp Paper scam 2005 Rs.6 billion
Abdul Karim Telgi &amp; its associates, police officers, government employees and politicians Forge stamp papers. Sell fakes to bulk buyers such as banks, insurance companies and stock brokerage companies. Sentenced to 30 years of rigorous imprisonment. Satyam Scam 2009 Rs.14000 crore Ramalinga Raju and her family, CFO and other senior management, Auditors &amp;gt; Board of Directors Inflated figures and bank balance, artificially enhanced operating profit from 61
crores to 649 crores, fictitious names of employees 2G Spectrum 2010 Rs. 1760 billion A Raja, MK Kanimozhi, Nira Radia, Many Telecommunications Cos. Irregularities in spectrum licensing. License issued for the first time instead of auction. Advance the deadline that is illegal. Common Wealth Games 2010 Rs. 35000 Crores Suresh Suresh and other members of the organizing committee, 2 private companies &amp; government officials Allegations of corruption and mismanagement
by the organizing committee, delay in the construction of the headquarters leading to misuse of funds, commitment of infrastructure, considerable payments made on behalf of non-existing parties 16. Adarsh Housing Society Scam 16 P to g e 2010 Not yet known as senior Army officials, IAS officers, politicians and legislators Originally intended to be a six-story structure to house war heroes and Kargil widows, became a 31-story and tied up bureaucrats, senior defense officers , a
former environment minister and legislators. The market rate was 6-8.5 crores and was allocated at a shooting price of 60-85 lakhs. Violations of environment rules. Coal Gate 2012 Rs. 1.86 lakh crore Govt of India, public and private sector companies Government of India assigning coal blocks in an inefficient way that leads to profit gains to the alótteas (he chose not to go through the competitive bidding process) VVIP Chopper deal scam 2013 Rs. 362 crores Augusta Westland
Company, former head of the IAF SP Tyagi and his cousins , politicians, government officials and several intermediaries It has been alleged that the former head of the IAF has accepted bribes to win a contract worth Rs. 36 billion. Two Indian companies played a key role in the controversy. 17. 17 ? P a g and USES OF FORENSIC ACCOUNTING: Services provided by forensic accountants are in high demand in the following areas: 1. Fraud detection where employees commit fraud:
When the employee surrenders to fraudulent negativity and is caught for fraud, the forensic accountant tries to locate any assets created by them from the embezzled funds , then try to interrogate them and try to discover the hidden truth. 2. Criminal Investigation: Issues related to the financial implications of forensic accountant services are used. The report of the accountants is considered in the preparation and presentation as evidence. 3. Professional negligence-related cases:
Forensic accountants deal with cases of professional negligence. Not in accordance with the Generally Accepted Accounting Standards (GAAS) or non-compliance with audit practices or ethical codes of any profession that are necessary to measure the loss due to such professional negligence or shortage of services. 4. Arbitration Service: Forensic accountants provide arbitration and mediation services for the business community, as they undergo special training in the area of
alternative dispute resolution. 5. Settlement of insurance claims: Insurance companies hire forensic accountants for an assessment of the claims to be resolved. Similarly, policyholders seek the help of a forensic accountant when they need to challenge the claims agreement as worked by insurance companies. A forensic accountant handles claims related to the consequential loss policy, loss of ownership due to various risks, loyalty insurance, and other types of insurance claims. 6. 6.
Solution: Commercial companies hire forensic accountants to handle contractual disputes, construction claims, product liability claims, infringement of patent and trademark cases, liability arising from breach of contracts, etc. 18. FORENSIC COUNTERS - SABUESOS 18 P a g e OF BOOK-KEEPING Forensic accounting requires the most important quality a person can possess: the ability to think. There's no book to tell you how to do a forensic investigation. It's about solving a puzzle
or peeling an onion. Creativity is needed. All larger accounting firms, as well as many medium and boutique firms have specialized forensic accounting departments. Within these groups, there may be more subcapocials: some forensic accountants may, for example, specialize in insurance claims, personal injury claims, fraud, construction, or royalty audits. Forensic accountants may be involved in recovering proceeds from crime and in connection with confiscation procedures relating to
actual or assumed income from crime or money laundering. In the United Kingdom, the relevant legislation is contained in the Crime Procedure Act 2002. In India there is a separate breed of forensic accountants called Certified Forensic Accounting Professionals. Forensic accountants are also Certified Fraud Examiners, Certified Public Accountants, or Collegiate Accountants. Forensic accountants use an understanding of business information and financial reporting systems,
accounting and auditing rules and procedures, evidence collection and research techniques, and litigation processes and procedures to carry out their work. Forensic accountants also increasingly perform more proactive risk reduction roles when designing and performing extended procedures as part of the legal audit, acting as audit committee advisors, fraud deterrent commitments, and assisting in the investigation of investment analysts. The forensic accountant is an accounting
hound. These hounds sniff fraud and criminal transactions in banks, corporate entities, or financial records of any other organization. They're harassed by conclusive evidence. External auditors discover deliberate misconceptions only, but forensic accountants deliberately discover erroneous statements. External auditors examine the numbers, but forensic auditors look beyond the numbers. The forensic accountant takes a more proactive and skeptical approach when examining
ledgers. They do not assume the integrity of the administration (if they can assume it, then there is no need for its appointment) show fewer concerns about arithmetic accuracy do not have to do with Accounting or Warranty rules, but are interested in exposing any possibility of fraud. 19. In addition to expertise in fraud-discovering techniques, patience and analytical mindset are needed. One has to look beyond the numbers and grasp the substance of the situation. It's basically the smart
meters. You need to question a seemingly benign document and look for inconsistencies. Seek evidence of criminal conduct or help in determining or rebuttaling claimed damages. 19 ? P to g e 20. WHAT DOES A FORENSIC ACCOUNTANT DO? A Forensic Accountant is often retained to analyze, interpret, summarize, and present complex financial and business problems in a way that is understandable and adequately supported. He is able to look beyond the numbers and deal with
the business realities of the situation. A Forensic Accountant often participates in the following: - Investigate and analyze financial evidence; • Develop computerized applications to assist in the analysis and presentation of financial evidence; • Communicate your conclusions in the form of reports, exhibitions and document collections; and - Assist in legal proceedings, including testifying in court as an expert witness and preparing visual aids to support trial evidence. • As mentioned
above, a Forensic Accountant can be helpful in two ways: Investigative Accounting - Review of the factual situation and provision of suggestions regarding possible courses of action. • Coordination of other experts, including: • Private investigators; • Forensic document examiners; • Consultant engineers. • Assistance in the recovery of property through civil action or criminal prosecution. Litigation Support : Assistance in obtaining the necessary documentation to support or refute a claim.
• Review of relevant documentation to form an initial case assessment and identify areas of loss. • Review assistance for discovery, including the formulation of questions to be asked regarding financial evidence. • Assistance to the Discovery Review to review the testimony; help understand financial issues and ask additional questions to be asked. • Review of the damages report of the opposing expert and reports on the strengths and weaknesses of the positions taken. • Assistance in
dispute resolution discussions and negotiations. Trial assistance to hear the testimony of the opposition expert and to provide assistance with the interrogation. 20 ? P to g e 21. APPLICATION OF THE PRINCIPLES OF FORENSICS 21 P to g and ACCOUNTING TO AN ORGANIZATION • A premise of forensic accounting is to look for signs of abnormal occurrences in accounting systems and financial reports. • Having forensic accounting guidance for designing accounting processes
will provide an opportunity to design in steps for case verification and key data, while providing the opportunity to identify potential fraud. • The related area of forensic auditing can help reduce the risk of transaction processing by helping audit type procedures on a routine schedule. • Timely performance of audit type procedures can help management the internal audit function is most effective in helping to identify and resolve potential internal control breakdowns quickly and thoroughly.
You can reduce external audit costs by regularly completing the testing procedures that are part of the annual certified audit. • In cases where information processing systems cover a wide range of businesses and/or locations that establish routine or continuous monitoring of all transaction processing systems, it can be considered as a type of forensic accounting. Some of the areas that forensic accounting principles and activities may apply in an organization include: • Review of
operational transactions for compliance with standard operating procedures and approvals. • Complete the analysis of financial disbursement transactions in the accounting system to determine whether they are normal or external to company policy and therefore possibly fraudulent. • Review of general ledger and financial reporting transactions for possible incorrect classification or manipulation of data or accounts and their impact on the resulting financial reports. • Examination of
claims or guarantee returns for patterns of fraud or abuse. 22. FORENSIC ACCOUNTING TECHNOLOGIES: Conventional accounting and auditing with the help of different accounting tools such as relationship technique, cash flow technique, standard statistical examination of evidence are part of forensic accounting. In cases involving significant amounts of data, the current forensic accountant has technology to obtain or obtain data, classify and analyze data, and even quantify and
stratify results through computer audits and other techniques. Some of the techniques involved in Forensic Accounting for examining fraud are: (1) Benford Act: It is a mathematical tool, and is one of several ways to determine whether the variable under study is a case of unintentional errors (errors) or fraud. When any such phenomenon is detected, the variable under study undergoes detailed scrutiny. The law states that manufactured figures (as an indicator of fraud) have a different
pattern from random figures. The steps of Benford's law are very simple. Once the variable or field of financial importance is decided, the leftmost digit of variable under study extracted and summarized for the entire population. The summary is performed by sorting the first digit field and calculating its observed count percentage. Then Benford's set applies. A parametric test called Z-test is carried out to measure the importance of variance between the two populations, i.e. Benford
percentage numbers for the first digit and the observed percentage of digit for a particular level of trust. If the data confirm the percentage of Benford law, it means that the data are established by Benford, i.e. there is a probability that no error or fraud occurred at 68% (almost 2/3). The first digit may not always be the only relevant field. Benford has given separate sets for 2nd, 3rd ,... and for digit as well. It also works for combination numbers, decimal numbers, and rounded numbers.
There are many advantages of the Benford Act as if it is not affected by the invariance of scale, and it helps when there is no supporting document to prove the authenticity of transactions. (2) Relative Size Factor Theory (RSF): Highlights all unusual fluctuations, which can be diverted from fraud or genuine errors. RSF is measured as the relationship between the largest number and the second largest number in the given set. In practice there are certain limits (e.g. financial) for each
entity, such as vendor, customer, employee, etc. These limits can be defined or analyzed from the available data, if not defined. If there is any lost instance of that is far beyond the normal range, then there is a need to investigate it further. Helps better detect anomalies or sketches. Records outside the prescribed range suspect errors or fraud. These records or fields need to be related to other variables or factors to find the relationship, thus establishing the truth. 22 ? P to g e 23. (3)
Computer Aided Audit Tools (CAATs): CAATs are software that the auditor uses as part of audit procedures to process audit importance data contained in a customer's information systems, without relying on it. CAAT helps auditors perform various audit procedures such as: (a) Transaction and balance test details, (b) identify significant inconsistencies or fluctuations, (c) General testing, as well as application control of COMPUTER systems. (d) Sampling programs to extract data for
audit tests and (e) redo calculations performed by accounting systems. (3) Data Mining Techniques: This is a set of assisted techniques designed to automatically extract large volumes of data for new, hidden, or unexpected information or patterns. Data mining techniques are classified in three ways: detection, predictive modeling, and deviation and link analysis. Discover the usual knowledge or patterns in the data, without a predefined idea or hypothesis about what the pattern may be,
that is, without any prior knowledge of fraud. Explains various affinities, associations, trends, and variations in the form of conditional logic. In predictive modeling, detected database patterns are used to predict the result and guess data for new value elements. The deviation analysis first finds the standard, and then detects those elements that deviate from the usual within a given threshold (to find anomalies by extracted patterns). Link discovery has recently emerged to detect a
suspicious pattern. Used deterministic graphic techniques, bayesian probabilistic casual networks. This method involves a pattern matching algorithm to extract any rare or suspicious cases. (4) Key figure analysis: Another useful fraud detection technique is the calculation of data analysis relationships for key numeric fields. Like financial ratios giving indications of a company's financial health, data analysis coefficients report on the health of fraud by identifying possible symptoms of
fraud. Three commonly used relationships are: - 1. The relationship between the highest value and the lowest value (max/min); 2. The ratio of the highest value to the second highest value (max/max2); and 3. The relationship of the current year to the previous year Using key figure analysis, a financial expert studies the relationships between the specified costs and some production measure, such as units sold, sales dollars, or direct working hours. For example, to reach overhead by
direct work hour: Total overhead can be divided by the total direct working hours. Relationship analysis can help a forensic accountant estimate expenses. 23 ? P to g e 24. COMMON ACCOUNT FRAUD ZONES Usually in any typical fraud investigation, the forensic accountant and his team would encounter factual scenarios or similar frauds, which are not typical of any organization. The most common types are illustrated in the following:- Accounting elements Possible fraud scenarios
Revenue recognition (a) Premature recognition of sales 24 P to g e (b) Phantom sales (c) Incorrect value transactions Reservations (a) Bad faith estimates (b ) Single Expenses Inventory (a) Overvaluation (b) Non-existent Inventory Expenses (a) Recognition of Delayed Expenses (b) Incorrect Capitalization of Expenses Other (a) Related Party Transactions (b) Procurement Accounting 25. WHY INVOLVE A FORENSIC ACCOUNTANT? A logical question to ask is why bring a forensic
accountant and his team when the internal auditor and the organization's management team can handle the situation that can range from simple employee fraud to a more complex situation involving management itself? The answer would be obvious when the administration itself is involved and the consequences for the discovery of fraud lead to low employee morale, adverse public opinion and perception of the company's image and organizational disorder in general. The participation
of an external part may have different advantages of conducting an internal investigation. Key benefits of using forensic accountants - Objectivity and credibility – There is no doubt that an external party would be much more independent and objective than an internal auditor or company accountant who finally informs management about their findings. An established firm of forensic accountants and their team would also have credibility derived from the reputation, network and trajectory
of the company. • Accounting experience and industry knowledge – An external forensic accountant would join the organization's research team with breadth and depth of and deep experience in the industry in handling the frauds of the nature facing the organization. • Provision of valuable labour resources – An organization amid reorganization and restructuring following major fraud would hardly have the full-time resources to handle a The forensic accountant and his team of
assistants would provide much-needed experienced resources, freeing up the organization's staff for other, more immediate management demands. This is even more critical when the nature of fraud requires management to move quickly to contain the problem and when resources cannot be mobilized on time. • Greater efficiency and efficiency – This arises from the additional dimension and depth that people experienced in fraud investigation bring with them to focus on the issues in
question. These people are specialists in eradicating fraud and would recognize transactions normally passed by accountants or auditors in the organization. 25 ? P to g e 26. 26 ? P a g e ROLE OF FORENSIC ACCOUNTANT A Forensic Accountant is often retained to analyze, interpret, summarize, and present complex financial and business problems in a way that is understandable and properly supported. Forensic accountants may participate in public practice or be employed by
insurance companies, banks, police forces, government agencies and other organizations. (i) Criminal Investigations: Police may call forensic accountants in practice to assist them in criminal investigations that may be related to individuals or corporate bodies. The forensic accountant would use his investigative accounting skills to examine the documentary and other available evidence to give his expert opinion on the matter. Its services may also be required by government
departments, revenue commissioners, the Fire Brigade, etc. for research purposes. (ii) Personal Injury Claims: When losses arise as a result of personal injury, insurance companies sometimes seek the opinion of a forensic accountant before deciding whether the claim is valid and how much to pay. (iii) Fraud Investigations: Forensic accountants may be called to assist in commercial investigations that could involve tracking funds, identifying and recovering assets, collecting forensic
intelligence, and reviewing due diligence. In cases of fraud perpetrated by an employee, the forensic accountant shall give his expert opinion on the nature and extent of the fraud and the likely person or group of persons who have committed the crime. The forensic expert conducts a detailed review of the available documentary evidence and forms his opinion on the basis of the information obtained during the course of that review. (iv) Professional negligence: The forensic accountant
could be addressed in a matter of professional negligence to investigate whether professional negligence has occurred and to quantify the loss that has resulted from negligence. An issue like this could arise between any professional and his The professional could be an accountant, a lawyer, an engineer, etc. The forensic expert uses his investigative skills to provide the services required for this (v) Expert Witness Cases: Forensic accountants often attend the court to testify at civil and
criminal court hearings, such as expert witnesses. In such cases, they are responsible for presenting investigative evidence to the court in order to help the presiding judge decide the outcome of the case. 27. (vi) Meditation and Arbitration: Some forensic accountants, due to their specialized training they would have received in legal mediation and arbitration, have expanded their forensic accounting practices to include the provision of Alternative Dispute Resolution (ADR) services to
clients. This service involves the forensic accountant resolving mediation and arbitration disputes that would otherwise have been costly and time-consuming for individuals or companies involved in commercial disputes with a third party. (viii) Litigation Consulting: Working with lawyers and their clients involved in litigation and assisting with evidence, strategy and case preparation. 27 ? P to g e 28. ROLE OF FORENSIC ACCOUNTANTS LESS THAN 28O P to g and INDIAN STATUTES
Forensic Accountants are not mentioned in Indian statutes so far, but there are several provisions related to forensic accountants/auditors in the bylaws. It can be classified under the following chiefs: (1) INVESTIGATION AND INSPECTION: Forensic auditors can assist the police, ACB and other investigating authorities in gathering evidence and other investigative purposes. For example, section 157 Cr.P.C, 1973; Article 17.18 of the Corruption Prevention Act, 1988; Article 6 of the
Bank Book Evidence Act, 1891; Article 78 of the Information Technology Act, 2000; Section 209A, 227 of the Companies Act 1956 in which the Court or Police may require the skills of forensic accountants while inspecting any book to the extent that it is related to a defendant's accounts. (2) EXPERT OPINION: Forensic accountants can carefully view and examine accounts and balance sheets and use their skills to find out if there is any fraud committed or any anomalies associated
with it by giving their expert opinion. This is found in, for example, s.45, s.118 of the Indigenous Evidence Act, 1872; Cr.P.'s.293.C, 1973. (3) FORENSIC ACCOUNTING UNDER CARO (Order of Companies (Auditor's Report), 2003): It can be classified under the following bosses: (i) CORRECTED ACTIVE DEVICE: CARO, 2003 requires the auditor to report that if a substantial portion of fixed assets have been eliminated during the year, either it has affected the current state of concern.
In order to carry out the functions, the auditor must draw up a corollary and a reference to the Companies Act of article 293, 1956, AS 24 (Discontinuation Operations) and AAS 16 (Going Concern) and then comment on it. (ii) REPORT FRAUDS: If any fraud has been noticed or reported in or by the company during the year. Following the provisions of CARO, 2003 are important in this regard: AAS 4 (Revised) guides the Auditor to obtain a letter of representation of management such as
fraud fraud detected during the year due to the nature of the fraud and the difficulties encountered by auditors in detecting material errors in the financial statements resulting from 29. Fraud. Accordingly, it can be concluded that it is sufficient for the Auditor to express his opinion on the fraud observed and reported by management and is not expected to be a detective to approach his work with suspicion - Another important problem under this clause is that it also requires the reporting of
fraud committed by the Company. The Auditor runs out of clues and is expected to travel beyond the books to seek market information about fraud committed by the Highly Illogical Company. (iii) TRANSACTIONS WITH RELATED PARTIES: The main reporting under this clause is to report whether transactions to be recorded in a Register pursuant to section 301 of the Companies Act 1956 have been introduced. This Clause may be seen as another step towards investor protection.
However, the main issue here is that the audit approach needs to be further shifted/intensified to the owning areas to find out which transactions need to be introduced (comprehensive scrutiny of all entries in the accounts books may be required); and then check the Registry for the effective registration of the same Mere Dependency of Registration 301 is not sufficient and the Auditor has to examine Form No.24AA (Disclosure of Interests by Directors) to determine the likely transactions
to be recorded in Register 301. 29 ? P to g e 30. WHAT FEATURES/SKILLS SHOULD 30 ? P a g and FORENSIC ACCOUNTANT POSSES? A forensic accountant is expected to be a specialist in accounting and financial systems. However, as companies continue to grow in size and complexity, the discovery of fraud requires a forensic accountant to be competent in an increasing number of professional skills and competencies. The main skills can be divided into two: I. Basic skills
(specialized skills and knowledge). II. Non-basic skills (personal skills). I. Basic skills: • Ability to critically analyze financial statements. These skills help forensic accountants discover abnormal patterns in accounting information and recognize their source. • Ability to capture the customer's internal control systems and establish a system that achieves management objectives informs employees of their control responsibility and monitors the quality of the program and the changes made to
them. • Competence in information technology and computer network systems. These skills help accountants conduct research in the electronic areas (e-banking, e-commerce, computerized accounting systems. • Knowledge of psychology to understand the thinking and motive behind criminal behavior and to establish prevention programs that motivate and encourage employees. • A deep underestimation of fraud schemes, such as misappropriation, money laundering, bribery and
corruption. � � knowledge about the company's governance policies and laws governing these policies. • Interpersonal and communication skills, which help to acquire information about the ethical policies of companies and help forensic accountants conduct interviews and obtain crucial and necessary information. 31. • Command of criminal and civil laws, the legal order and judicial proceedings. II. Non-basic skills: includes, but are not limited to, a sound professional judgment. • Look
beyond the numbers and capture the substance of the situation. • A sixth sense that can be used to reconstruct the details of past accounting transactions is also beneficial. • A photographic memory that helps when trying to visualize and reconstruct these past events. • Curiosity, persistence and creativity. • Pay attention to the smallest detail, observe and listen carefully to the ability to maintain your composure by detailing these events on the witness stand. In addition to personal
characteristics, accountants need other requirements, i.e. a professional qualification or certificate, recognizing their competence. However, there is no formal body providing formal education on fraud in India. 31 ? P to g e 32. ADVANTAGES AND DISADVANTAGES OF 32O P to g and FORENSIC ACCOUNTING  Advantages of Forensic Accounting 1) Fraud Identification and Prevention:- Fraud is quite common in large organizations where the number of daily financial transactions is
huge. In such an environment, an employee can easily perform fraudulent activities without being captured. Forensic accounting helps analyze whether or not the company's accounting policies are followed, and whether all transactions are clearly indicated on the ledgers. Any deviations observed in the ledgers can help identify fraud, and steps can be taken to prevent it in the future. 2) Making sound investment decisions:- As forensic accounting helps analyze a business's financial
situation and weaknesses, it provides a way for investors to make thoughtful investment decisions. A company that deals with fraud is definitely not a good choice for investment. Therefore, forensic accountant reports act as a guide for potential investors in a company. Many organizations also apply for loans from various financial institutions. By conducting an analysis, such institutions can come up with a decision on whether or not they want to finance a company. 3) Economic Policy
Formulation:- Several cases of fraud that becomes apparent after forensic analysis act as a benchmark for the government to formulate enhanced economic policies that could curb such fraudulent activities in the future. In doing so, the government can strengthen and prevent such illegal activities in the country. 4) Rewarding career opportunity As a career, forensic accounting is extremely rewarding, as it not only involves regular accounting activities, but also involves identification,
analysis and reporting findings during an audit. Acceptance of reports generated by a forensic accountant by the court of law gives them an advantage compared to other accountants. Good forensic accountants are in high demand and can easily get a starting salary between $30,000 and $60,000 per year. 33.  Disadvantages of forensic accounting 1) Confidentiality problem Since the scrutiny of a company's financial records is carried out by an external forensic accountant, the
possibilities of leakage of confidential matter always exist. It is true that its code of ethics clearly mentions that forensic accountants and other members involved in counting should not engage in disclosing confidential data to outsiders, but the possibility of disclosure cannot be overridden. 2) Increased chances of threats and negative publicity If the analysis of a company's financial statements indicates a person's participation in fraudulent activities, there is a significant possibility that the
person will try to threaten the company to protect himself from trial. In addition, any essay confirming a fraud that occurred in the company enters the public eye and gains negative publicity, which directly affects the reputation and investor relations of the company. 3) It costs a lot of money forensic accounting can be an expensive matter because the procedures that accountants use involve high-end accounting software. If the results of the study have to be presented at a trial, overall
spending increases further, because the rates of forensic accountants are quite high. This may be a concern for the organization. 4) Losing employee confidence It is quite obvious that employees are offended when they come to know that their work is under the scrutiny of a third person. If no fraud is identified, employees are left feeling that the employer has no faith in them. Loss of trust can be difficult to recover in these cases. 5) Limited Use of Services Federal regulations limit the
use of single accounting firm services. Suppose a company has tied up with a company for auditing, you can't ask the company to provide you with other services. Therefore, a company has to contact several companies to carry out its accounting tasks. Despite the disadvantages associated with forensic accounting, it is and will remain an important part of the business world. This is because it helps organizations and individuals find out if their financial accounts are accurate or
manufactured to hide illegal activities within the organization. 33 ? P to g e 34. 34 ? P a g and CURRENT AFFAIRS:- Finance Ministry orders forensic audit at Dena Bank, OBC at Rs. 437-cr fraud:- The Ministry of has ordered a forensic audit of Dena Bank and Oriental Bank of Commerce after some of its Mumbai-based branches allegedly misappropriated funds worth Rs. 437 crore, mobilized through fixed deposits. Professional services firm KPMG in India has given a mandate to
research, near-development sources said. The report is expected in a month. In the case of Dena Bank, misappropriation was Rs. 257 crore and related to mobilized funds from seven companies. In the case of Oriental Bank, it concerned misappropriation of funds amounting to RUpees of 180, apparently belonging to the Jawaharlal Nehru Port Trust. The Central Bureau of Investigation is already investigating the alleged fraud. The developments are disparate and took place at different
times. But a common feature might be that they focused on mobilizing deposits: fixed deposits/bulk deposits. Incidents have put weak risk management systems back in order in public sector banks. Those responsible have been taken to task; disciplinary action is being taken. There are also some suspensions, some transfers..., said Financial Services Secretary GS Sandhu. He spoke on the sidelines of a conclave of root goods and banking in Mumbai on Wednesday. Sandhu added
that the Ministry of Finance would soon make it mandatory for all senior officials – deputy CEOs and gms – to undergo a mandatory risk management course before they were considered for promotions. It said that these cases (of misappropriation) had occurred at the lower/branch level due to lack of due diligence and lack of adherence to rules or procedures. SL Bansal, CMD of Oriental Bank, told Business Line in New Delhi that the bank had provided the necessary information to the
forensic auditor. The incident at the Eastern Bank of Commerce dates back to February 2014 and the bank had taken action in early March to cut off the fixed deposit scam in the outbreak, Bansal said. Of the initial amount of Rs. 180 crore, as much as Rs. 110 crore was immediately recovered and delivered to the original submission, he added. 35. 35 ? P to g and CONCLUSION A large global accounting firm believes the market is large enough to support the independent unit
dedicated strictly to forensic accounting. All major accounting firms, as well as many medium-sized firms and boutiques have recently created forensic accounting departments. Because forensic accounting is relatively a new area of study, a number of job definitions and the exchange of corporate experiences should be conducted and encouraged to ensure a common understanding. In fact, there is a great future in forensic accounting as a separate niche consultancy. While the practice
of accounting and forensic auditing had begun in the United States as far as 1995, the seed of this specialization has not yet taken off in India. Forensic accountants are only dealing with the financial implications of the cases entrusted to them and are not involved in the exercise of Due to global competition, the accounting profession must convince the market that it has the professionals best equipped to perform such services. While most CAs have excellent analytical skills, they must
recognize that servicios requieren formación especializada, así como experiencia corporativa práctica de la vida real. 36. 36 ? P a g e Referencia 1. Preeti Singh, 2012, Forensic Accounting Concept in India, International Journal of Trade and Commerce-IIARTC, Vol. I, NO. I, págs. 100-105. 2. cawebworld.com/articles/forensic-accounting-upcoming-career-professionals 3. studycafe.in/2013/11/forensic-audit-reporting-prespective 4. financialexpress.com/news/forensic-auditors-to-the-
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