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“Well, as through this I've rambled
I've seen lots of funny men,
Some rob you with a gun
Some with a fountain pen”



“The world has enough for everyone's need, but not enough for someones greed.”

— Mahatma Gandhi

The Pen 1s mightier than the sword” “But today, the computer mouse 1s greater/
mightier than the pen”
- Unknown
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“The illiterate of the
21st century will

not be those who
cannot read and write
but those who

cannot learn, unlearn,

—

and relearn.”

6
—ALVIN TOFFLER



‘g% white collax executive with a briefease, a
ggoical profile of a fraudster, can steel 70
times morxe than 100 men with machine guns.
dftowever with the advent of computers and
infotmation tec/molog#, a man with a

computer mouse can infﬂct an expon.entla@
Jreater dam.age even with 100 white collax

fcaudbte'cb. ”
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The Global Cost of Fraud

~hal nrnblem affacfinag a

| 2,504CASES

from

125 COUNTRIES

Causing total
losses of more than

$3.6 BILLION

AVERAGE LOSS
PER CASE:

51,509,000
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INTERNAL DISCIPLINE rrom
e VICTIM ORGANIZATION

Owners/executives
committed only 20% of
pccupational frauds, but they
caused the largest losses
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RBI’s Annual Report 2022-23

Table VI.2: Fraud Cases - Bank Group-wise
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(Amount in ¥ crore)

Table V1.3: Vintage of Frauds Reported in
2020-21 and 2021-22
(Amount involved >= ¥1 lakh)

Bank Group/Institution 2020-21 2021-22 2022-23
Number of Amount Number of Amount Number of Amount
Frauds Involved Frauds Involved Frauds Involved
1 2 3 4 5 6
Public Sector Banks 2,888 77,879 3,075 40,015 3,405
(39.4) (58.8) (33.8) (66.9) (25.2)
Private Sector Banks 3,705 45,515 5,332 17,387 8,932
(50.5) (34.4) (58.6) (29.1) (66.0)
Foreign Banks 519 3110 494 1,206 804
(7.1) (2.4) (5.5) (2.0) (5.9)
Financial Institutions 22 5853 9 1,178 9
(0.3) (4.4) (0.1) (2.0) (0.1)
Small Finance Banks 114 30 155 30 312
(1.5) - (1.7) - (2.3)
Payments Banks 88 2 30 1 68
(1.2) - (0.3) - (0.5) -
Local Area Banks 2 - 2 2 - -
Total 7,338 1,32,389 9,097 59,819 13,530 30,252
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

2020-21 2021-22
Occurrence of Amount Occurrence of Amount
Fraud Involved Fraud Involved

(T crore) (T crore)
1 2 3 4
Before 2011-12 6,371 Before 2012-13 10,930
2011-12 4365 2012-13 3,272
2012-13 5,016 2013-14 7,270
2013-14 16.143 2014-15 3.451
2014-15 14635 2015-16 4661
2015-16 14167 201617 5.620
2016-17 14,486 2017-18 7.346
2017-18 17,293 2018-19 5448
2018-19 12,851 2019-20 4912
2019-20 21,432 2020-21 3,719
2020-21 11,452 2021-22 3,785
Total 1,38,211 Total 60,414

- : NilNegligible.

Note: 1. Figures in parentheses represent the percentage share of the total.

hesan

Data are in respect of frauds of ¥1 lakh and above reported during the period.
The figures reported by banks and financial institutions are subject to changes based on revisions filed by them.
Frauds reported in a year could have occurred several years prior to year of reporting.

Amounts involved reported do not reflect the amount of loss incurred. Depending on recoveries, the loss incurred gets reduced.
Further, the entire amount involved is not necessarily diverted.

Source: RBI Supervisory Returns.

Note: Refer to footnotes 3 and 5 of Table VI.1.
Source: RBI Supervisory Returns.

80% Frauds in Public Sector Banks
in FY 19-20 and 70% in FY 22-23
1.48 Lakh Crores out of Rs.
185,468 Crores in 2019-20
FACTOPEDIA

The average time lag between the
date of occurrence of frauds and
the date of detection was 23
months for the frauds reported in
2020-21.

However, in respect of large
frauds of Rs. 100 crore and
above, the average lag was 57
months for the same period.

98% of Bank Frauds Pertain to
Advances
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How a Microsoft font
brought down Pakistani
Prime Minister Nawaz
Sharif

TU THANH HA >

PUBLSHED JULY 28, 2017

Tha article was published moree than 5§ years aca. Some
Information may no longer be current

U

Friday's ouster of Pakistant Prime Minister Nawaz
Sharif wasn't just a momentous event in the Asian
country but also big news tor fans of typography

A key part of the corruption case that led to Mr

Sharifs removal from power hinged on the
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This is Calibri,
a font that was
introduced in 2007

It all hinged on a document that the Sharil family
had produced in an attempt to distance the prime
minister from questions about who owned four

properties In an upscale part of London.

I'he document was purported to be written in
February 2006 but court-appointed investigators
concluded that it was forged, noting that it used
the Calibri font, a Microsoft licensed typeface that

was not commercially available at the time,

"The said document = ke, fabricated and not
worthy of any reliance,” Pakistan's Supreme Court
said in an April raling, summarizing the
submissions of a lawver for the oppasition party of
Imran Khan, which had petitioned for Mr, Shant's

removal,

I'he case began last year with the disclosure of the
Panama Papers, a trove of leaked documents from
Maossack Fonseca, a law firm providing offshore

financial services

The leaked papers revealed connections between
the Shardf family and four properties at Avenfield
Housse, a fuxury building on Park Lane, in the heart

of London's ultrawealthy Mayfair district,

The properties were held by two Panama-based

However, an Investigative team set up by the court
oedered lorensic analysis of the letter, They
found that the trust deed was produced in the
Calibri font

Calibel, which was commissioned by Microsolt for
its Windows operating system, began appearing in
pre-release *beta® versions in 2004 that were

being tested by professionaly,

However, It was not commercially avatlable until
fan. 31, 2007, the investigating team said in its
report.

The connection between the properties and
Maryam would be fatal tor the pini'\g minister
BEEISe, a5 opposition lawyers argued in court, in
s mandated asset geclarations. e had lksfed her

as a dependent but had not disclosed the London

The Font Which Toppled a s} penthouses.
Government - Now | Know




— IBBI suspends resolution ﬁrofessional in the ABG

Top 10 Biggest Bank Frauds in Shipyard case. What went wrong?
India in the Last Decade
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% KINGFISHER
—— 2. Punjab National Bank Scam (2018)
4. ABG Shipyard Fraud Case (2022) Punjab National Bank had Informed of Rs 11,400 crore scam In 2018, The
theft was dubbed the biggest in Indian banking history at the time,
1. Vijay Mallya Fraud Case (2016) In the country’s largest bank fraud to date, the Central Bureau of Jeweller Nirav Modl, Mehul Choksl, Nishant Modi, Aml| Modi and others,
Investigation (CBI) has charged ABG Shipyard Limited, its former Including some PNB staff, were the main defaulters identified,
Businessman Vijay Mallya’s bankrupt Kingfisher Airlines owes more chairman and managing director Rishi Kamlesh Agarwal,

than Rs 10,000 crore to more than a dozen banks, He fled India on Letters of undertaking' (Lous) were fraudulently issued by a junior official
March 2, 2016, the same day that some public-sector banks filed a petition Santhanam Muthaswamy, Ashwini Kumar, Ravi Vimal Nevetia, at PNB, to get short-term loans from overseas bank branches ta pay the

3gainst him with the Debt Recovery Tribunal. Sushil Kumar Agarwal, and another firm, ABG International Pvt Ltd. sellers. As a result, the transactions were never logged In the bank’s main

system, and the fraud went unnoticed by PNB’s higher management.

The “King of Good Times" and his businesses have been steeped In "
ﬂuancu:‘lz scandals and controversies for a long time. Kxngflsli.er Alrlines, The defendants are accused of embezz“ng Rs 22,842 crore from SBI and 27 The Nirav Modi and Gitanjali companies defrauded 30 Indian banks
which began operations In 2005, was forced to cease operations in 2012 other banks and lenders, The CBI has arrested several people in connection International branches for a total of Rs 11,400 crore. The fraud was

due to increasing liabilities, with the ABG Shipyard case investigation. exposed after the CBI investigation, Modi left India just days before the



Opportunity of Being Heard

As various HC pronouncements, the opportunity of being heard should be
provided to the borrower or the management of the borrower company before
declaring the account as fraud.

However the RBI’s master circular on fraud declaration and its reporting by banks
not contains the point that opportunity of being heard should be provided to
borrower before declaring account as fraud, which is against the principle of
natural justice.

The Landmark judgment is Rajesh Agrarwal Vs Reserve Bank of India
(Telangana High Court) and Supreme Court

https://main.sci.gov.in/supremecourt/2021/1710/1710 2021 1 1501 43127
Judgement 27-Mar-2023.pdf
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https://main.sci.gov.in/supremecourt/2021/1710/1710_2021_1_1501_43127_Judgement_27-Mar-2023.pdf

The Landmark judgment is Rajesh Agrarwal Vs Reserve Bank of
India (Telangana High Court). Final Decision:

A bare perusal of the resolution of FIC (Fraud Investigation Committee), dated
31.07.2019, also reveals that the said resolution is based on the Report submitted by Dr.
K.V. Srinivas, IRP. However, there is no evidence available on record to establish the fact
that a copy of the said Report was furnished to the borrower Company, or to the
petitioner. Thus, neither the borrower Company, nor the petitioner, nor any other
Director was given a chance to explain, or to challenge the finding of the said Report. A
copy of the said Report has not been placed even before this Court by the respondents.
Therefore, the decision taken by FIC is again based on a piece of evidence, which was
never brought to the notice of the borrower Company, or to the notice of the petitioner.
Therefore, a vital requirement of audi alteram partem 1s conspicuously missing. Therefore,

the resolution of the FIC, dated 31.07.2019 is legally unsustainable.

« For the reasons stated above, this Writ Petition 1s, hereby, allowed with the following
directions and in the following terms:-

« Firstly, the principle of audi alteram partem, part of the principles of natural justice, is
to be read in Clause 8.9.4 and 8.9.5 of the Master Circular.

« Secondly, the decision, dated 15.02.2019, passed by the JLF (Joint lender forum), anggumnav
the resolution dated 31.07.2019, passed by the FIC are, hereby, set aside. RAJVANSHI



. Thirdly, the JLF 1s directed to give an opportunity of hearing by
furnishing copies of both the Reports, namely the Forensic Auditor
Report, dated 06.04.2018 and the subsequent Report submitted by
Dr. K.V. Srinivas, IRP, to the petitioner, and to the OL.

- Fourthly, the JLF is directed to give an opportunity of personal
hearing both to the petitioner and to the OL before taking any
decision on the issue whether the account should be classified as
‘fraud’ or not?

- Fifthly, after the JLF has taken its decision, the FIC is directed to

pass its resolution whether the decision of the JLF should be
confirmed or not?

- Lastly, the said exercise shall be carried out by the JLF within a

period of three months from the date of receipt of the certified
copy of this judgment. Furthermore, the subsequent exercise by
FIC shall be carried out within two months from the date of thgpunav
decision of the JLF. rAsvARSH



Supreme Court Judgement on RBI Master Circular

E. Conclusion 81. The conclusions are summarized below:

1.
2.

No opportunity of being heard is required before an FIR is lodged and registered;

Classification of an account as fraud not only results in reporting the crime to investigating agencies, but also has other penal and civil
consequences against the borrowers;

Debarring the borrowers from accessing institutional finance under Clause 8.12.1 of the Master Directions on Frauds results in serious civil
consequences for the borrower;

Such a debarment under Clause 8.12.1 of the Master Directions on Frauds is akin to blacklisting the borrowers for being untrustworthy and

unworthy of credit by banks. This Court has consistently held that an opportunity of hearing ought to be provided before a person is
blacklisted;

The application of audi alteram partem cannot be impliedly excluded under the Master Directions on Frauds. In view of the time frame
contemplated under the Master Directions on Frauds as well as the nature of the procedure adopted, it is reasonably practicable for the lender
banks to provide an opportunity of a hearing to the borrowers before classifying their account as fraud;

The principles of natural justice demand that the borrowers must be served a notice, given an opportunity to explain the
conclusions of the forensic audit report, and be allowed to represent by the banks/ JLF before their account is classified as fraud
under the Master Directions on Frauds. In addition, the decision classifying the borrower’s account as fraudulent must be made by
a reasoned order; and

Since the Master Directions on Frauds do not expressly provide an opportunity of hearing to the borrowers before classifying their account as
fraud, audi alteram partem has to be read into the provisions of the directions to save them from the vice of arbitrariness.

In the result, the judgment of the Division Bench of the High Court of Telangana dated 10 December 2020 is upheld. The judgments of the High
Court of Telangana dated 22 December 2021 and 31 December 2021, and of the High Court of Gujarat dated 23 December 2021 are accordingly
set aside. The Civil Appeals are disposed of. Writ Petition (C) No. 138 of 2022 is also disposed of in above terms. There shall be no order as to

COSts.
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FIG. 9 How is occupational fraud initially detected?

Tip

43%
Internal audit
| a——" 15%
Management review
S 12%
Other
— 6%
By accident
- 5%
Account reconciliation
] %
External audit
Document examination
- 3%
Surveitlance/monitoring
- 3%
Notified by law enforcement
. 2%
IT controls
. 2%
Confession
I 1%

FIG. 10 Who reports occupational fraud?

Employee

Customer

Anonymous

Other

Competitor

Shareholder/owner

Tip remains the largest Source of
Detection of Fraud Initially....
With over 40% of all occupation or
workplace frauds detected

- ACFE Report to Nations 2020
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Data Analytics

* Big Data
* Means - high volume velocity, variety of information
 Difficult to process, need specialized tools and expertise
* Structured Data v. Unstructured Data
« Structured - in database, recognizable organization or structure
» Records, payments, financial reports
* Unstructured — not in database or spreadsheet
« Emails, invoices, social media activities, documents
* Data Mining
« Development of response methods - anti-fraud methods
« Determine fraud targets & evaluate against fraud theory
» Fraud indicators or red flags — transactions, patterns, relationships etc.

« Data matching ABHINAV
RAJVANSHI
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Data Analytics Tools

ACL (Audit Command Language)

« ACL Analytics is a PC client-based data extraction and analysis software tool used
for fraud detection & prevention, and risk management.

IDEA (Interactive Data Extraction and Analysis)

» Generalized audit software program

Excel

ActiveData for Excel
* |t was designed to overcome Excel’s many limitations

AutoAudit

« Comprehensive, integrated audit automation system

« Of particular interest to fraud examiners are its risk assessment functions

ABHINAV
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_ Financial Audits Forensic Audits

Frequency

Objective

Scope

Relationship with Client

Methodology & Process

Presumption

Recurring

Compliance
Advisory & Control

Generic & Broad —
Random Sampling; Fair
View

Non-adversarial

Accounting Standards

Professional Skepticism

Incidental & Nonrecurring

Culpability & Liability
Investigation, Compliance

Specific Data Set; Exact
& Precise

Adversarial

Accounting Standards, IT
standards, Industry-
Specific Standards

Evidence-based
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The Fraud Triangle:

A framework for spotting high-risk fraud situations

Pressure
Financial or emotional force

Ability to execute pla

- 1al justification of
without being caught

dishonest actions
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The "Fraud Triangle"
"For the love of money”

When reviewing the risk of fraud, auditors often refer to the “Fraud Triangle™, first identified by
soctologist Donald Cressey. The “points” of the Fraud Triangle are made up of three factors which are
present for fraud:

Incentive/Pressure: Pressure, such as a financial need, is the “motive” for committing the fraud.
One common pressure is a gambling problem.

Rationalization: The person committing the fraud frequently rationalizes the fraud.
Rationalizations ma%mclude, “I’ll pay the money back”, “They will never miss the funds”, or “They
don’t pay me enough.”

Opportunity: The person committing the fraud sees an internal control weakness and, believing no
one will notice if funds are taken, begins the fraud with a small amount of money. If no one notices,
the amount will usually grow larger.

As per Donald Cressey, 85% of the population will commit fraud %iven certain conditions (Pressure,

Opportunity and Rationalization). In any organization, the risk of

raud can be reduced. Internal control

procedures can particularly diminish the “opportunity” point of the Fraud Triangle.

ABHINAV
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THE FRAUD TREE

OCCUPATIONAL FRAUD AND ABUSE CLASSIFICATION SYSTEM

Asset Financial

Corruption Misappropriation Statement Fraud
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IMPORTANT TO UNDERSTAND CERTAIN

ERMINILOGIES, BECAUSE

HEY ARE USED IN

REPORTS/ CASES ACROSS THE FRAUD
INVESTIGATION PROFESSIONALS
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ACFE FRAUD TREE

Occupational frauds are those in which an employee, manager, officer, or owner of an organization commits
fraud to the detriment of that organization. The three major types of occupational fraud are: Corruption, Asset
Misappropriation, and Fraudulent Statements. The complete classification of occupational fraud, frequently
referred to as the Fraud Tree, is shown below:

e CORRUPTION:

Corruption can be defined as the dishonest behavior by the person holding power, like managers or officials.
Act of corruption includes transaction of bribes (in form of cash or in kind), manipulation and money
laundering, under table transactions, defrauding investors etc. The act of corruption is an unethical practice.

e ASSET MISAPPROPRIATION:

Asset Misappropriation 1s the most commonly occurred fraud practice within the corporations. According to
the ACFE, more than 91% of internal frauds includes the asset misappropriation. It includes theft and misuse
of assets of the company.

* FINANCIAL STATEMENT FRAUD:

Financial statement fraud 1s the deliberate misrepresentation, misstatement, manipulation or omission of data
in financial statements with the intention of misleading or creating a false impression about the company and
its performance on the users of financial information.

ABHINAV
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The Schemer promise investors
a return on investment for
P each month that their money is
invested in the firm.

Since investors receives money on
4 .~ the first money, news started to
@ spread and recruitment follows

Investment has been
o successful in the first
few months, convinces
more investor to place
their money in the
system.

Now a days — it gets bundled with emerging tech. areas like Cryptocurrencies
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FRAUD DETECTION AND FORENSIC ACCOUNTING

Deterring and detecting' is a noble task since it addresses a social evil. ferreting out fraud,
investigators assist in preserving the resources of the organisation as well as the society. As
regards the management, investing facilitate quantification of the imp' of fraud and determining who
could be the mind behind it.

Forensic accounting is the specialty practice area of accountancy that describes ,”"engagements
that result from actual or anticipated disputes or litigation.

"Fore, means "suitable for use in a court of law", and it is to that standard and potent outcome that
forensic accountants generally have to work.

Forensic accountants, a, referred to as forensic auditors or investigative auditors, often have to give
ex, evidence at the eventual trial.

Forensic Audit is the application of accounting methods to the tracking collection of forensic
evidence, usually for investigation and prosecution of criminal acts such as embezzlement or fraud,
also called forensic accounting.’

Forensic accounting needs all the skill sets relating to accounting, auditing investigation or detective

. . - . . . . - ABHINAV
skills. It is also referred to as forensic audit or forensic investigation. RAJVANSHI



It differs from audit in the following aspects:

a)
b)

C)

Audit relies on documentary evidence, whereas a forensic audit actually examines the reliability of
a document itself and looks for other evidences available as well. You need additional checks.
Forensic audit is issue based or related to a specific problem whereas audit is wider, area based or
legislation compliant.
Forensic audit has several components including technical aspects and could include any or all of
the following:-

a) Financial and accounting review

b) Digital forensic analysis

c) Field investigations

d) Data mining at an advanced level

e) Application of interviewing and interrogation skills.

f) Technical assistance such as handwriting, specimen signatures, QC evaluation, etc

ABHINAV
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Opportunities for chartered accountants and auditors and forensic accountants

The menace of fraud threatening the corporate and business world provides tremendous professional
opportunities for chartered accountants and auditors. As skilled accountants, they have the expertise to
understand and tackle accounting manipulations. As systems consultants they can provide valuable assistance
in detecting shortcomings in accounting systems. As auditors they can identify lapses of intemal control which
lead to latent frauds and errors. As forensic accountants they provide services in:

o Investigating and analysing financial evidence

Developing or assisting in development of specialised software for forensic accounting

Assisting in legal proceedings as expert witness

|dentifying substance over form

Preventing risk by making recommendations to avoid future lapses, fraud as a result of professional
negligence.

Preventing , and investigation fraud by employees and whistleblower’s complaints

Investigating crime, involving money laundering, kick-backs and misuse of public funds.

Arbitration. mediation and other such forms of alternative dispute resolution.

Insurance claims - eg to assist in assessing loss for loss of profit policies

Engagement by, Lawyers; Police Force; Insurance companies, Government/Regulatory agencies; Banks;
Courts and Business Communities

Media as part of Investigative Journalism

O O O O

O O O O O

©)

ABHINAV
RAJVANSHI



Fraud Defined other than Dictionary

Explanation to Section 447(1) of Companies Act, 2013 defines Fraud as under: -

Fraud" in relation to affairs of a company or any body corporate, includes any act , omission, concealment
of any fact or abuse of position committed by an on or any other person with the connivance in any
manner, wn, Y Pe" deceive to gain undue advantage from, or to injure the interests oinftethntet°compny 'or
its shareholders or its creditors or any other person, whether or not there is any wrongful gain or wrongful
loss. Any deception carried out for getting a wrongful benefit or advantage over another is fraud, M the
broadest sense. When such deception is carried out largely for a commercial interest, a financial gain or for
any personal benefit in some form or the other to eventually gain a financial or commercial profit, then it is
business fraud that we are talking about. In other words fraud is any kind of harm or damage or wrongful
act which is attempted or carried out to the detriment of another intentionally. Fraud involves deliberate
deceit or mis-representation of fa. and/or significant information to obtain undue or illegal financial
advantage. There are three clear elements to describe fraud: * act or omission of act: - damage to another
or to the detriment of another; ¢ intention.

Fraud - various definitions
* Explanation to Section 447 (Punishment for Fraud) of the Companies Act, 2013

 Circular No. RBI/2014-15/85 by RBI dated 1st July 2015 on Fraud Classification and Reporting in
Banking Sector, RBI Department of Banking Supervision, Central Office, Mumbai

* Report of RBI Working Group on Information Security, Electronic Banking, Technology Risk
Management and Cyber Frauds

* Explanation to Section 45 of the Insurance Act 1938 / Insurance (Amendment) Act, 2015
e C inal P Indian P |

riminal Procedure Crode , 1973 and Indian Penal Code, 1860 ABHINAV
* Section 17 of the Indian Contract Act, 1872 RAJVANSHI
e SA 240-"Auditors Responsibilities relating to Fraud in Audit of Financial Statements” by ICAI
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FRAUD-Section 447 of Companies Act, 2013

Whether or not there is

Wrongful gain

Wrongful loss

29

Fraud
I
v A A \k
Act Omission Concealment of fact Abuse of position
With intent to
Deceive Gain undue advantage from Injure interest of
Company Shareholders Creditors Any other person
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Misappropriation and criminal breach of trust
Misappropriation:
The word misappropriation 1s defined under Section 403 and section 404 of Indian Penal Code,1860 which is
defined as whoever;
“When a person dishonestly misappropriated or uses the property of another person to satisfy his own
purpose or to capitalize it for one’s own use, has committed the offense of criminal misappropriation”.
In other words, when one person dishonestly misuses or misappropriate the property provided the property is
movable in nature for own use or another is known as criminal misappropriation.
Criminal Breach of Trust:
According to Section 405 of the Indian Penal Code, 1860, “when a person 1s entrusted with the property or
that person has power or dominion over that property, dishonestly misappropriated or uses that property to
satisty his own purpose or to capitalise it for one’s own use, or disposes of that property is contrary to a law
that prescribes how to discharge such trust or in violation of any contract, express or implied, or willfully
directed any person to do so, has committed the offence of Criminal Breach of Trust”.
For instance, A may lend his car to his friend B to use it for transportation. B, instead, uses it for transporting
illegal goods like 1vory. Here, B is guilty of criminally breaching A’s trust

ABHINAV
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PLACEMENT LAYERNG INTEGRATION

SQURCKS OF GOAL GOAL GOAL
INCOME Deposit Criminal Conceal the Criminal Create an Apparent Legal
Proceeds Into Financial Origin of Proceeds Origin for Criminal
System Proceeds

* Tax Crimes * Wire Transfers e Creating Fictitious Loans,

* Fraud ¢ Change of Currency » Withdrawals in Cash Turnover/Sales, Capital

* Embezzlement * Change of e Cash Deposits in Other Gains, Deeds, Contracts,

* Drugs Denominations Bank Accounts Financial Statements

> Tb.cﬁ e Transportation of Cash » Split and Merge  Disguise Ownership of

* Bribery e Cash Deposits Between Bank Assets

Corruption Accounts e Criminal Funds Used In

Third Party Transactions
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WHO APPOINTS FORENSIC AUDITOR ?

* NPA Account over Rs. 50 Crores Exposure (Both FB + NFB)
* Cases of Restructuring of Accounts (To Take a Call) i Investigate
* RFA (Red Flagged Account) o (| Audit [ Su';:)?cuigns
» Non-Cooperative Borrower (Wilful Defaulter) suspected diversion of Funds et
 Usually given to Bank Empanelled / IBA Firms )
| Regulatory Ll Gather
Compliance Evidence
— BAGER D—
Diagnostic S
» Cases of Transaction Audit/ Forensic Audit - ToolF-r:JSvem = L&ﬁ",{‘
« Section 43, 45, 44, 49, 50, 66, 68, 69,72 of IBC, 2016 R ——— - J
 Related Parties Eg: Zauba Corp EE—
ot
o egations
Regulators Court / CBI/NCLT/ SEBI/ RERA Authorities/ RBI / SFIO/ EOW S
« UP RERA/ Karnataka Rera/ Haryana RERA/ Gujarat RERA — To Ensure no Diversion from one
project to another and RERA account/ TRA
 Courts
« CBI to verify the facts
« SEBI of Listed Companies
» SFIO large Corporates
Corporates on Whistle-blower Complaints / Before going into Arbitration of Legal Channels/
Partner Settlements / Divorce Cases / M&A / O&M ABHINAV

RAJVANSHI



Model Scope and Coverage of Routine Forensic Audit
Assignments

Ascertaining money trail and end use of funds granted by lenders

Tracing the source of contribution by promoters by analyzing of equity/ debt/
infused by promoters/partners.

Verifying revenue from operations including checking sale order, invoices and
controls in the billing process. The focus should be on inflated turnover / fictitious
sales and/or Sales on Return (SOR) basis where profit has been booked and sales
returned in the subsequentaccounting period leading to writing off of
stocks/debtors and reversal of booked profits. The sustainability of sales in future
years should be co-related with Technical and Economic Viability (TEV) study.
Commenting on transactions of substantial amount, which seem not to be normal
trade transactions at arms length.

Concentrating transactions- sole customer, sole supplier, Major transactions with
related parties/group companies. Analysis of relationship in two-way deals with the
same party or Indirect payments made by customers of the borrower to the vendors
of borrower.

Movements in unsecured loans during the specified period. ABHINAV

In depth analysis of findings of Special Audit if any. ; RAJVANSHI



Details of substantial debts raised in sister/associate/group companies
either through corporate guarantee of borrower or against security of
promoters or promoter’s family assets.

Verifying receivables- Receivables should also be verified thoroughly as there
have been cases where the units have shown in forensic audit reciprocal
receivables against each other especially in case of related parties.

Finding details of assets of unit/ its promoter/ partners to ensure recovery
of loans and advances granted by banks as there would be cases where some
assets are not reported in financials of the unit/promoters /partners.

Examining, discreetly chain of title pertaining to unit/promoters/partners to
ensure genuineness of the dealings as there could be cases of
bogus/family/other settlement transactions.

Assessing the project implementation capabilities of both new customer as
well as existing customer, based on past records of implementation and projects
under implementation. Reasonability of cost estimates should also be examined.

The above list is not exhaustive and Heads of business units should exercise their
judgement on the need and area of forensic audit. ABHINAV
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* Key acts linked with Forensic audits but not limited to

SEBI Act and Guidelines

RBI Master Circular

Banking Regulation Act

Prevention of Money Laundering Act, 2002

Prevention of Corruption Act, 1988
Companies Act, 2013

Insurance Act, 1938

Insolvency and Bankruptcy code, 2016
Foreign Exchange Management Act, 1999
Regulators guidelines — RBI, SEBI, etc.

IT Act, 2000 and related guidelines

The code of Criminal procedure, 1973
Civil Procedure Code 1908

ABHINAV
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Courses available on Forensic
Accounting and Fraud
Detection, ideally a forensic
professional should possess

ABHINAV
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T ACFE

Association of Certified Fraud Examiners

Institute of
Certified Forensic
Accountants @

Certified Fraud Examiners (CFEs) possess unique expertise in preventing and detecting fraud, and are
highly valued by organizations spanning all industries, sectors and sizes.

The ACFE is the world's largest anti-fraud organization and premier provider of anti-fraud training and
education. Together with nearly 90,000 members, the ACFE is reducing business fraud worldwide and
inspiring public confidence in the integrity and objectivity within the profession.

4 Exams

Around 1000% to 15000% Fees

The Institute offers an educational program leading to the designation of Certified Professional Forensic
Accountant - CPFAcct - issued to qualified graduates. Forensic Accounting must be successfully complete
in order to be awarded the Certified Professional Forensic Accountant - CPFAcct - designation

The ICA Certificate Course on FAFP. Few Weeks Course. Online Conducted now due to Covid.
Reasonable Fees. 2 Exams,

Can be termed as mini version of ACFE Exam

17.5 Hours Learning and Fees of Rs. 16,520/~

Accepted across all organizations

ABHINAV
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Deep
Knowledge of
Accounting

Skills

Legal

Knowledge Desired for

C i 2
o e o a Forensic
Accountant

Criminology
and
Investigative
Approach

Proper
Understanding
of Audit
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BANKS’ PROCUREMENT OF
FORENSIC AUDIT SERVICES



General Procedure adopted by Banks for Declaring Account as Fraud
Forensic Audit of NPA Accounts as per RBI Guidelines

In May 2015, RBI through its circular RBI/2014-15/590 DBS.CO.CFMC.BC.No0.007/23.04.001/2014-15 mandated
the banks to use Forensic Audit as preventive and investigative tool to detect frauds and deal with Red Flagged
Accounts (RFAs) of corporate borrowings over INR 50 Crores.

Steps for Forensic Audit:
1. Empanelment of CA Firms:
Banks issued for RFP/EOI for empaneling the CA firm which contains following details:
General information
Data Sheet
Notice for Inviting EOI
Terms of reference
Eligibility and Evaluation criteria
Brief Information about audit firms.

Checklist Showing Compliance With The Document Seeking Expression Of Interest For Empanelment Of Auditors

ABHINAV
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2. Inviting Quotation from Empaneled CA Firms:

After empanelment, the Banks invite Quotations for all the eligible accounts which required
Forensic Audit Investigation as per the mandates given by the RBI. This Quotation inviting
proposal will contains following:

* Notice of Inviting Quotation

 Name of Account and its O/s Balance

* Period of Audit (Very Important — Strict Adherence)

* Scope of Work

* Time frame for Submission of Report

« Eligibility Criteria

* List of Documents which required to be submitted along with the Quotation.
* Cut off details for Technical and Financial Proposal

* Time frame for submission of proposal and details of contact person of the bank along with
the address of branch where quotation needs to be submitted.

ABHINAV
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The generalized scope of work include following:-

As discussed above..

ABHINAV
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3. Selection of CA Firms:

After receiving quotations from various CA firms, the banks scrutinized the documents selected the CA firms
who meet all the specified criteria mentioned in the RFP / EOL

3. Starting of Work by Selected Firm:

After receiving appointment letter from Bank, the selected firm will start Forensic Audit by visiting concerned
branch, obtaining relevant documents from Banks and Management of the company. The firm should contact
with the management of the company for obtaining all the required financial and accounting records for
Forensic Audit.

4. List of Documents that generally asked and reviewed by the Forensic Auditors from Borrower:

* Complete Back-up of Books of Accounts of the company along with its sister concerns for the audit

period.

* Soft copies statements of all Bank Statements Current Account/Term Loan/CC/Other Facility accounts
with appointee bank and other banks, which were operated by the Company during audit period either in
Excel/Notepad.

* Financial Statements, Audit Report, 3CD Tax Audit Report, ITR Computations etc. of audit period
which submitted by company to the bank.

* Copies of Sales Tax Returns, GST returns, TDS returns, Salary Sheets, ESI returns, PF Returns etc. for
audit period.

* Details of Stock Statements as submitted by company during audit period. ABHINAV
RAJVANSHI



* Stock Auditor Report, Credit Audit Report, Concurrent Audit Report and External Audit reports as
conducted on request of the bank on this party.

* Net worth certification of guarantors, directors, promoters and their related parties / persons.

* Details of all correspondences by borrower company with bank, which falls in audit period.

* Brief Summary that why account turned into stress and reply of management in this regards.

* Details of investments in real estate assets in various companies/sister concerns or other group concerns.
5. Time Frame for Audit:

Generally banks provided 30-40 days for completing the audit. Forensic Auditor required to submit draft
report within this time frame, if majority of required documents obtained by Forensic Auditor within
stipulated time. In big cases the time frame for audit may extend to 90 days.

6. Discussion with Bank Officials:

After submission of draft report, the Forensic Auditor discussion the outcome/findings of his forensic audit
with bank officers / JLM members in the meeting. After discussing the major findings bank officers will
discuss the final conclusion of the report that will form the part of final report. Also in this meeting bank
officers provide their feedback to the auditors on the findings and if required they asked for more detailed
investigations on some areas where they felt suspicious and doubtful. In big cases, looking to the complexities,
more than one draft report can be submitted.

If Borrower 1s cooperative, then Bank officials will asked his representation on the findings of the Forensic

Auditor. ABHINAV
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7. Review of Borrower comments:

After getting reply of the borrower, the forensic auditor will review and analysis the reply/comment of the
borrower and also review the documents provide in support of his claim. After providing this opportunity of
being heard to the borrower , the forensic auditor finally conclude his report and findings and submit the
report to the bank.

In case of Non-Cooperation of Borrower in providing the required data and records and also if he
failed to provide the reply on the adverse observations/findings reported by the Forensic Auditor in
his report then the bank officials after discussion with Forensic Auditor may formed the opinion
whether account should be declare as fraud or not.

8. Final review of the report:

After submission of final report by Forensic Auditor, Bank officials / JLM Members calls final meeting for
discussing the final outcome of the report and in this meeting they also formed opinion whether account needs
to be declare as fraud or not.

After accepting the report of Forensic Auditor, the agreed fees will be paid by appointee bank to the auditor
and in case of Joint lenders, the fess will be paid by lead bank and subsequently other member banks give its
share in the fees to Lead Bank.

9. Report to Fraud Monitoring Committee:

The outcome/findings and conclusion of the Forensic Audit Report will be shared by bank officials to the
Fraud Monitoring committee of their bank, where final decision has been taken whether account needs to be

transferred to CBI or Some other Investigative Agency and also reporting to RBI has been also done by tiABHINAV
RAJVANSHI



Bank’s Pressure to Conclude repotts.

. Generally Forensic Auditors reported all irregularities, observations
and facts in their report.

. After that bank’s officials decide that whether on the basis of facts
and observations reported by the Forensic Auditor in his report, the
account should be declare as fraud or not.

- However sometimes in order to avoid this decision, the bank officials
in the JLM or in the meeting where report 1s being discussing put
pressure on the auditors to clearly mentioned that whether based on
the RBI Master circular and as per provisions of IPC, whether any
fraudulent activities have been undertaken by the borrower or not.

ABHINAV
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As per Para No. 6.2 of Master Circular of RBI on Frauds — Classification and Reporting
RBI/2009-10/58 dated July 01, 2009, Public sector banks should report fraud cases involving
amount of Rs. 1 crore and above to CBI and those below Rs. 1 crore to local police, as
detailed below:

CENTRAL BUREAU OF
INVESTIGATION

Cases to be referred to CBI:

Cases of Rs. 1.00 crore and above upto Rs. 5.00 crore: 7
Where staff involvement 1s prima facie evident — CBI (Ant1 Corruption Branch)
Where staff involvement is prima facie not evident — CBI (Economic Offences Wing)

All cases involving more than Rs.5.00 crore — Banking Security and Fraud Cell of the
respective centers, which 1s specialized cell of the Economic Offences Wing of the CBI for
major bank fraud cases. Usually headed in New Delhi, CBI HQ

At present on account of increasing incidents of cyber crimes and frauds detection in the field
of Banking and Financial Sector, the investigation agency or officer needs knowledge and
experience for utilizing accounting, auditing, CAATs/ Data Mining Tools, and investigative
skills to detect fraud/ mistakes. Therefore Central Bureau of Investigation (CBI) empaneled
CA firms and Chartered Accountants having prior sufficient experience and expertise in

forensic auditing for investigation of important Forensic Audit assignments. ABHINAV
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Sample Report Structure | SBI Sample
Covering Letter
Index
Executive Summary of Observations
Background of the Company and Its Directors
Background of Banking Facilities and current status of accounts
Identification of Related Parties/ Entities
Summary of Observations on Other Suspicious Transactions
Main Report containing detail-point wise finding and analysis
Detailed Time-line.
Scope reconciliation.
Detailed methodology- collection of evidence and implementation.
Procedure Performed.
Limitations.
Disclaimers.
Glossary and Abbreviations.
Annexures, Appendices and Exhibits.

ABHINAV
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Approach to be under taken for preparation of Forensic Audit
Report:

Case Background (Why has the situation reached a forensic audit
stage)

Writing down the allegation

Understanding end result expected by client (Court of Law/
general)

Basic understanding of the target people/ entity
Reading all relevant laws, rules, people,

Creating a Hypothesis (ability to think like fraudster)

ABHINAV
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How to Conclude the Report:

Generally following things needs to be mentioned in the conclusions of the report:

Comment upon cooperation of the management of the borrower company and availability of the
required data and records.

Final Comment upon related party transactions — especially mentioned those transactions which
involve siphoning of money or part of critical observations and findings.

Final comment on suspected transactions undertaken with potentially related concern or with
party who 1s major debtor, creditor or supplier of the company.

Comment upon the fictitious revenue / expenses booked by the borrower

Summary of utilization of credit facilities given by bank and also include if there in diversion of
funds by promoters, directors or management or their related parties outside the company or which
resulting 1n creation of immovable properties in personal names of promoters, directors or
management or their related parties.

Comment upon Disclosure of related party transactions in the audit report

Comment upon utilization / movement of funds from bank accounts which opened with other
banks without obtaining NOC from lender banks

Litigation undergoing against the company or between the management.

Whether The company’s accounting practices with regards to the Financial statements and
disclosures to banks have been observed to be different. Adherence to accounting standards
was sub optimal or not.

ABHINAV
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Key Pointers to Take Care when drafting a
Forensic Audit Report



While presenting Forensic Audit report, Forensic Auditor has to consider
following guiding principles while drafting a forensic report:

The report should be understandable to the decision-makers and easy to read by
the intended audience.

The report should be unambiguous; language should be clear and should not
be open to misrepresentation.

References should be easily given to the relevant facts of the incident.

The report should offer valid conclusions, *opinions, and recommendations
when needed.

State the complete facts of the case including the names of the persons involved,
amount 1nvolved, complete details of the issue.

The details of the evidences essential to prove the entire issue has to be detailed.

The choice of words and the usage of language should be simple. Avoid usin
technical /legal jargons or flowery language. The choice of word is crucial an
has a legal impact.

The observations should be su %orted with Annexure and other documentary
legally admissible evidences as exhibits.

*NO Opil’liOl’l as per FAIS ABHINAV
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RBI Master Circular on Fraud

ABHINAV
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RBI Guidelines on Fraud and its reporting
2.2 Classification of Frauds

As per para 2.2.1 of the circular, In order to have uniformity in reporting, frauds have been classified as under, based
mainly on the provisions of the Indian Penal Code:

Misappropriation and criminal breach of trust.

b. Fraudulent encashment through forged instruments, manipulation of books of account or through fictitious
accounts and conversion of property.

c. Unauthorized credit facilities extended for reward or for illegal gratification.
d. Cash shortages.

e. Cheating and forgery.

f. Fraudulent transactions involving foreign exchange

g. Any other type of fraud not coming under the specific heads as above.

As per Para 2.2.2 of the circular that, As regards cases under d) and f) above cash shortages resulting from negligence
and fraudulent forex transactions involving irregularities / violation of regulations have also to be reported as fraud if
the intention to cheat/defraud is suspected or proved. Notwithstanding the above, the following cases shall be
treated as fraud and reported accordingly:

a. cases of cash shortage more than X 10,000/, (including at ATMs) and

b. cases of cash shortage more than X 5,000/- if detected by management / auditor/ inspecting officer and not pguinav
reported on the day of occurrence by the persons handling cash RAJVANSHI



Use of Information /links on Social Media Platform /Public Domain
in Forensic Investigation / RPT MAPPING

ABHINAV
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With 1.2 billion monthly active usetrs on Facebook alone, it’s not surprising
that social media networks can be a rich source of information for
investigators. And because growing relevant and users spending more time
on social media than any other major Internet activity, including email, social
media information and evidence is plentiful.

LinkedIn Pinterest YouTube

Twitter TN R, ABHINAV
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What is Social Media Forensics ?

The application of computer investigations and analysis technique to gather evidence
from online sources, suitable presentation in a court of law.
Sources for Social Media / Web Evidence

* 200+ Social Media Outlets

* 800+ Online services

* Blogs

* Company or personal websites

* Group, Club or special interest forms

e Government web sites

: : OTHERS

e Archival Sites 1 1) e |
Know vou GST by PAN/Name https:/‘www knowvourgst.com gst-number-search/'by-name-pan/ GST by PAN or name can be obtained
US Securities & Exchange Commission https://www sec.gov'edgar/searchedgar/companysearch html
Global Insolvency & Bankruptcy Check http-//web.worldbank org'external'default/main?theSite PK=84266&conf Global Insolvency & Bankruptcy Check
Sex offender Database Respective jurisdictions |Global offender checks according to jurisdictions

Social Media and Web Media

Facebook https:/www facebook com/ Social Media Website
Linkedin https /' www lmnkedin com Professional netwroking website
Gmail www.gmail com Email ABHINAV
Instagram www instaoram com Social Media Website RAJVANSHI
Twitter https /twitter com Social Media Website |




Red Flags for Fraud
What is a Red Flag?

A red flag is a set of circumstances that are unusual in nature or vary from the normal activity. It is a
signal that something is out of the ordinary and may need to be investigated further. Remember that red
flags do not indicate guilt or innocence but merely provide possible warning signs of fraud.

Just keep in mind:

* Do not ignore a red flag: Studies of fraud cases consistently show that red flags were present, but
were either not recognized or were recognized but not acted upon by anyone. Once a red flag has
been noted, someone should take action to investigate the situation and determine if a fraud as been
committed.

* Sometimes an error is just an error: Red flags should lead to some kind of appropriate action,
however, sometimes an error is just an error and no fraud has occurred. You need to be able to
recognize the difference and remember that responsibility for follow-up investigation of a red
flag should be placed in the hands of a measured and responsible person.

* A red flag may lead to /indicate to increase the sample size
ABHINAV
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Types of Red Flags

Red flags that are common to most types of fraudulent activity can be categorized as employee and
management red flags.

Employee Red Flags

Employee lifestyle changes: expensive cars, jewelry, homes, clothes

Significant personal debt and credit problems

Behavioral changes: these may be an indication of drugs, alcohol, gambling, or just fear of losing the
job

High employee turnover, especially in those areas which are more vulnerable to fraud

Refusal to take vacation or sick leave

Lack of segregation of duties in the vulnerable area/ Tender Approval Authority/ Person
responsible for opening financial bids in a tender.

ABHINAV
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Management Red Flags
* Reluctance to provide information to auditors
* Managers engage in frequent disputes with auditors
* Management decisions are dominated by an individual or small group
* Managers display significant disrespect for regulatory bodies
* There is a weak internal control environment
* Accounting personnel are lax or inexperienced in their duties
* Decentralization without adequate monitoring
* Excessive number of checking accounts
* Frequent changes in banking accounts
* Frequent changes in external auditors
* Company assets sold under market value
* Significant downsizing in a healthy market

e  (Continuous rollover of loans

ABHINAV
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Payment default if any commurted
towards creditors. banks, revenue
suthorines, etc

| PPEIAIIL (41 Any, [OWards Danes oL VU, savarie oooervanan

No Defzult Observed from the Review of the Bank Statements, CC Limit Statements,
OD Accounts, CBIL Reports etc. As per CIBIL Report, the credit score of
Proprietor Mr. Rahul Mehotra is 750.

Default (If any, towards Creditors)
No Adverse case, cheque bounce case found towards Proprietor in the Public Domain
search from Distict Court and other Courts.

Default (If any, towards Revenoe Authorities)

No Adverse case. any defanlt or pending tax/'demands observed. However, the
complete due diligence is to be conducted only after »isiting the premizes of the
distributor.

Status of ongoing legal cases if any.

Ongoing Cases Lifigation (If any) NO, ddhverse obsermanion

No ongoing lingaton or past lingation found against the Proprietor Mr. Rabul
Mehrotra.

Howeaver, we have found thar one litigation against porentially relared concern AM/s.
Anandi Food: represented &y Mrz. Richa Mehrotra wife of Mr. Rakul Mehromra
against State qf U P. through Principal Secy. Excize & Ors. This case was lizted in
Lucknow Bench of High Court of Allahabad. No Adverse finding has been observed.
However, the entity Anandi Health Care has granted loan qf 44.11 Lakh: a: per
Jinancial statements in FY 20185-19 to Anandi Foods (Ordor Date - 13.11.2015) No
other pronouncemen? was found mn the Allahabad High court portal regarding thiz
caze.

Past & Ongoing stams upon any
Notce / Summons issued from GST /
Income Tax Department.

Ongoing Notice from GST/Income Tax/Others (If any)
No ongoing notices’ cases were found against the Propristor Mr. Rahul Mehoma

Compliznce report upon GST,
Income Tax. Labour Law.

Compliance under GST/Income Tax/Others (If any)

~ GST
The listed entity 15 regular in depositing the GST and GST Renuns all current
date for Uttar Pradesh Registered GSTIN. The listed entity has not defaulted mn
case GST Compliance/4s per GTIN Parral of Govt. of Indza).

» Income Tax
The listed ennuty is regular m depositng the Income Tax Retums all current date
tll FY 2019-20. The listed entity has not defsulted in case of Income Tax
Compliance. We have not however, logged mto the Income Tax Portal Account
of the Distributor.

~ Labour Law
No Registration under any Labour Law found in the name of the listed entity.

~ Registration under Drugs & Cosmetics Rules, 1945
Registration Reviewed and Commented

Status on ongoing relationship of
Distnbutor with its existing

Ongoing Relationships with Distributor with Existing Principals

We have done enquiries with several stakeholders (including curventjformer
empioyees, clients, e7¢c) of Anamdi Health Care, who did not indicate any adverse
izrues/feedback about dealing with Anandi Health Care.

The promoter has done a stint m line of Restawremt Business Tuquize Corrage — TC
Reztro-Bar and Lounge which was started m 2018 and closed subsequently gfter
some time of operation.

Owners | Promoters Background
check & Socizl Standing. {Social
Ene: i)

Owner Check

Owner Profile Verified from Facebook, Linkedin and other Social Mediz Platforms
The Major Hospitals/Clinics’ Distributors appearing as debtors appear to be genuine

| paraes enzarad in pharma ‘medical surzical line of business. Hence, the credentials |




of the ennty and its propnetor 1s validated We also found that the propnetor of the
Anand: Health Care Mr. Rabul Mehrowra is also curreatly associated with -
» Manager at Anandi Meadical Systems from 2007 to nll date {(Owner: Richa
Mehrotra wife of Rahul Mehrotra) engaged in same line of business, PAN
and GSTIN Verified and same firm being co-operated by Mr, Mehrotra m
name of lus wife
7 Co-Owner at Cafe Turquoise Cottage — TC original 1997, Lucknow from
2018 10 till date, however as per open media search this restaurant is now
closed penmuanently.
The propretor has Past expenence as Manager Market Development India Medtronic
Put. Ltd from 2001 to 2005 and as Sr. PSO at Pfizer India Ltd from 1994 to 2001.

Debtors & Craditors Cycle, gross
mismatches if any.

Working Capital Cycle Mismatched

Although There are some reiated party tramsactions have been identfied with
relared’potentially reiated entities of Mr. Rahul Mehrotra proprictor of Anand:
Health Care, but rest of the parties are appears to be genume and whose
creditabiiity are also good, as they are some big arganizations of the Lucknow.

Key clients/hospitals include SMTPL, CSMMU Welfare Society, Trimurti Hospital
and Heart Care Centrs, Maa Anandi Health Care (Suspected Related Coacem).
Panacea Super Specialty Hospital, Depamment of Human Organ Transplant KGMU,
Cardio Care System Regency Hosp. (Kanpur) Clara Swine Hospital IV and Shn
Ram Murn Smarak Instnite of Medical Sciences, Bareilly.

Eey suppliers mcludes Aandi Medical Systems (Related Concern) and Biomromk
Medical Devices India Put. Ltd. Kolkata

Balance Sheet Points

» The balances of Sundry Creditors has mcreased drasacally from FY 2018-2019
as compared with FY 2019-20.

» MAA Anandi Health Care is sister concern of AHC and from the analysis, it
seems that the AHC is having business relationship with the said firm and domg
both purchases and sales wansactions with this sister concem, as in FY 2017-18,
this sister concem was Creditor by Rs. 1,57.520/- and in FY 2018-19, this sister
concern was debtor by Rs. 4.03.501/-.

» It seems that enfity was increasing the mmover by purchasing and selling to its
sister concems for showing high profitability in the books of accounts.

» The balance of unsecurad loan was increased substantally in FY 2018-19 by Rs
30 lakhs.

» The balances of Sundry Creditors has increased drasacally from FY 2018-2019
as compared with FY 2019-20.

» Anandi Health care has been investing huge amount of funds in the form of
FDRs with various banks and financial mstimtions, the detsiled justiScaton
needs to be obtained from the manazement.

» Huge sum of Money of Rs. 44 21 Lakhs has been given as advance to another
suspected sister concern M's. Anand: Foods, which is not in the similar business
of AHC. Need clanfication in this regards from proprietor of AHC.

» Main Bankers are ICICI Bank, HDFC Bank and IDBI Bank

» Two Auto Loan for Creta and Honda City 1s mmning at present.

Bank Statement Points

» Huge number of ransactions done with the entines whose payments appears to
be suspicious such as Deepak Khanna Sunny Motors, ANK., BDU College,
Amity Education, Anandi Foods. Jaiswal Fruits Merchantetc.

ABHINAV
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27 POINT CHECEKLIST FOR ANANDI HEALTHCARE (AHC)AND ITS RELATED/
POTENTIALLY REELATED ENTITIES IN RESPECT OF OUR SEARCHES ON OPEN
SOURCE DATABASE, INTERENET AND PUBLIC DOMATN:
—— Eahul Richa

Care Mehroira Mehrotra

Lircted . Wite of

Eatity OO o ietor
1 SEBI Delisting L HA I I I
2 FEI Delisting NA HA MNA HA HNA A HNA
3 MAMinisoy of Corporate Affains Defsulier List A N Hio Mo WA KA WA
4 | List of Disqualified Director — State- wise Mo Mo Ho He Mo Mo He
5 Income Tax — ITAT Tax Defanlic Mo Ho N iy [1] N Mo No
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Future of Accounting Forensics — Should be working with Digital Forensics
Professionals to make themselves conversant with Technology and Tools..
In this digital era...

* Pervasive integration of technology in business operations
« ERPs, E-commerce, Cloud storage, Social Media, digital signatures, online banking

* Most frauds have extensive use of technology including Mobile, Social media,
Instant messenger

* Data varieties — structured and unstructured
* Deleted data or damaged devices/systems
* Acquire & Preserve Data, which can be proven in the court as evidence

* Electronic evidence indispensable part of forensic audit - admissibility is the
key

* Emerging technologies

DIGITAL FORENSICS IS NOT AN OPTION....MUST TO DO ABHINAV

RAJVANSHI



UDIN Applicability

UDIN Applicability

Obtaining UDIN mandatory from 1% July 2019
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Auditor's Opinion/Reports issued by the Practicing Chartered Accountant
under any Statute w.r.t. any entity or any person (e.g.: Transfer Price Audit,
VAT Audit, Company Audit, Trust Audit, Society Audit, etc.,

Valuation Reports

Quarterly Review Reports

Limited Review Report

Information System Audit

Forensic Audit

Revenue / Credit / Stock Audit

Borrower Monitoring Assignments

GST Audit reports

Concurrent / Internal Audit and the like

Any report of what so ever nature issued including Transfer Price Study
Report, Viability Study Report, Diligence Report, Due Diligence Report,
Management Report, etc.
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List Of Standards [edi]

Currently around 19 Forensic Accounting and Investigation Standards are issued by Digital Accounting and Assurance Board (DAAB) of ICALP India is the first country to release these standards.

FAIS No. # Forensic Accounting and Investigation Standard +
FAIS 110 Understanding the nature of Engagement
FAIS 120 Understanding the Fraud Risk
FAIS 130 Laws and Regulations
FAIS 140 Applying Hypotheses
FAIS 210 Engagement Objectives
FAIS 220 Engagement Acceptance and Appointment
FAIS 230 Using the work of an Expert . . LS
= - Forensic Accounting and Investigation Standards by ICAI

FAIS 240 Engaging with Agencies From Wikipedia. the fres encyclopedia
FAIS 250 Communication with Stakeholders Forensic Accounting and Investigation Standards by ICAl are 2 set of Forensic Accounting and Investigation Standards ssued by The Institute of Chartered Accountants af India (]CAI} for preventing the rising issues of

accounting, financial and loan irreguiariies. The standards are designed 1o be helpful for banks, regulators. corporate entilies. and enforcement agencies sich as the Economic offense Wing, Enforcement Dieciorale. Senous
FAIS 310 Flan ning the Assignment Fraud Investigation Ofice, Ceniral Bureau of investigation and Reserve Bank ¢f India (RBI) and users of these reports on standardising the activities 2nd 1o highight the fundamental principles 1o be folloaed by members while

auditing and acis as perfiormance benchmarks. The standards iays down the pamary qualitative measures for conduciing investigations. The full set of FAIS standards drafied for the forensic professionals by The Instiute of
FAIS 320 Evidence and Documentation Chartered Accountanis of Inda (ICAI) with the help of group of professionals and experts s the first in the accounting worid [
FAIS 330 | Conducting Work Procedures Comionts Bloc)

1 Objective

FAIS 340 | Conducting Interviews € EBLK Sadida

3 Related Arficies
FAIS 350 Review and Supervision 4 References

5 Bxtemal finks
FAIS 370 Testifying Before a Competent Authority
FAIS 510 Applying Data Analysis
FAIS 520 Evidence Discovery in Digital Domain
FAIS 530 Loans and Borrowings

FAIS 540

Related And Connected Parties




Why R&A Forensics ?

TRAINED
MANPOWER

ADVANCED
TECHNO. CERTIFIED

FORENSIC

LOGICAL EXPERTS

SUPPORT

WHY R&A ?

LEGALLY
APPROVED
METHODS

IRP & IBC
SUPPORT
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For any queries please emaill to
forensic@rajvanshica.com
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yeh kiya'na! Ysahi sawaal

Abhinav Rajvanshi
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