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Foreword 1

Good Corporate Governance is the foundation for long term success of any business.
Corporate culture that resolves to conduct the business in an ethical manner and is
promoted by the right tone at the top is the essential element of Good Corporate
governance.

In the last decade, while on one hand corporate governance standards in India have
improved significantly, on the other hand we continue to see corporate frauds of
varied magnitude.

This book is very timely and is an excellent framework providing practical approach
for proactive fraud risk management and forensic investigation. It clearly outlines
the role of each stakeholder in addressing the risk of frauds.

Sandeep and Deepa are most recognized professionals in forensic investigations
and governance practices. They have captured their decades of experience in this
book in a very lucid and easy to understand manner.

I recognize that it is very difficult to explain complex technical/regulatory
requirements in a manner useful for all relevant stakeholders. The authors have done
a great job of achieving this fine balance with their unique approach of capturing
real life case studies and inviting expert stakeholders to present their views on key
topics.

The section on practical tips for planning and successfully executing forensic
investigations including collating evidence and conducting interviews is a classic
example of how authors have captured their vast experience in the form of a simple
capsule. It will serve as an excellent checklist for anyone conducting or overseeing
forensic investigations in India. The Chapter on Case Studies is a rich summary of
learnings from different types of frauds discovered and investigated in India.

As a committed promoter of improving overall Corporate Governance standards in
India, I am glad to be a part of this excellent initiative by Sandeep and Deepa. I am
sure this book will make valuable contribution to improving Corporate governance
practices specially around prevention, detection, investigation and reporting of
frauds. I wish a great success to this unique initiative.

Arun Duggal

Founder Chairman, FICCI Centre for Corporate Governance and Audit Committee
Chairman — ITC Limited
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Foreword 2

Management and directors have a big responsibility to ensure that the financial
resources of a company are applied only for their intended purposes. Acts and
attempts of fraud are always a challenge to this. Weak systems of internal controls,
inadequate supervision of processes, insufficient independent validation of
transactions and complicity of internal and external persons are among the leading
reasons for such frauds.

Fraud is driven by greed and by the psychology of wanting to get richer at the
soonest by means fast and foul. Fraud on individuals, companies and national
resources has been happening from time immemorial. The governance of societies
and communities has always been cognizant of this darker side of some humans,
and sought to prevent such fraudulent acts by penal deterrents and punishments.
Books of ethics and religion have always advised humans to shun coveting others’
resources. 2000 years ago, Thiruvalluvar, a poet saint of Tamil Nadu, said in his
book of ethics, Thirukkural, ‘Even the very thought of defrauding others’ property
and possessions is despicable and wrong.” (Kural, 282.) In spite of all this, fraudulent
acts and practices have persisted unabated.

Sandeep Baldava and Deepa Agarwal have done an excellent job in authoring this
book; they have elegantly pulled together their collective experience of more than
fifty years in audit, investigations and forensic examinations. The comprehensive
nature of this book is commendable, with its 360° view of a complex subject with
insights from excellent practical examples and case studies.

This book contains well-articulated chapters on concepts, regulatory requirements,
governance dimensions, and the responsibilities of agents of assurance such as
internal and statutory auditors. The chapter on financial statement fraud is a timely
warning as to how fraudulent practices, often perpetrated from within, could mislead
investors and defraud the government of its due share of revenue. The role and
purpose of the whistle blower as an integral element of good corporate governance
has been highlighted. In all these, the authors have illuminated many anonymised
but real-life incidents, and the lessons such case studies impart. These range from
simple embezzlement of cash to complex cyber-crimes.

I see this book as an invaluable guide and reference for all stakeholders, including
company board members, CXOs and management, auditors, legal practitioners and
academicians. It is an excellent addition to the library of practical knowledge and
wisdom in the field of corporate governance.

D. Sundaram
Vice Chairman, TVS Capital Fund, and independent director for leading companies;
Audit Committee Chairman — Infosys Limited, formerly Vice Chairman and Chief

Financial Officer of Hindustan Unilever. .






Praise for the hook

“We 've taken some unorthodox calls in investing in India and as fiduciaries are also
required to have very strong conviction on the integrity of the operations and financials
that we back with our capital. While the accounting standards and the hygiene factors are
relatively high quality in India, the reassurance on the authenticity and sanctity of the team
and the metrics are an absolutely integral element of our investment process. Historically,
a number of factors have induced the promoters and the senior management teams to
fabricate numbers, and dress up the story and the financial statements. The objectives
might be to secure leverage, increase the valuations or the market caps, earn the stock
options as well as scoring over competitors in the quest to report the best in class margins
and growth. As we approach these investment opportunities, one overriding concern
we carry is if the numbers are in fact too good to be true and are we being delusional
in backing the best performing companies which are nothing except an amplified set of
metrics we are betting on. The fundamental premise of deploying capital on the basis of the
trust and faith in the teams and businesses could quickly unravel and lead to not just loss
of capital for us, but more importantly reputational damage and the stigma of being set up
to be conned. One of the essential components of diligence includes forensic or integrity
diligence, and there is no one who has worked more extensively with us and whom we
have trusted more than Sandeep. His varied experience, instincts, structured approach and
access and network have served us well over the years, and stood the tests of authenticity
and robustness as we have leaned into these transactions and invested significant amounts
of capital. The quality of work has proven itself out, and there is no better validation of this
than not having tripped on anything whether tangible or contingent over the many years
across multiple investments we have made in India. The translation of touch and feel and
my gut tells me supported by anecdotal evidence to a near-science on integrity diligence
has been one of the hallmarks and the playbooks of Sandeep and team, and this assurance
has helped us in building conviction. This pioneering script will make informative and
scintillating reading, and I'm sure the readers will benefit from the insights and the war
stories that Sandeep has crafied based on his long experience and multiple assignments.”

Puneet Bhatia
Co-Managing Partner and Country Head,
India of TPG Capital Asia

“With the upsurge in large-scale frauds in corporate India in recent years, triggering
an arms race of regulatory and institutional countermeasures for fraud prevention,
increased transparency and accountability, Sandeep and Deepa's book offers an extremely
comprehensive and first-of-a-kind treatment of this complex subject, in an Indian context.

This book boldly faces off with almost every question on the subject of corporate fraud
that confronts contemporary boards, independent directors, investors, regulators and
those entrusted with institutional oversight and governance, besides addressing some of
the more nuanced questions that often confront experienced investigators in the field.

What is unique is the book goes well beyond just detailing the institutional and
regulatory frameworks, and presents a multi-dimensional view of the subject, blending
the collective wealth of the authors’ [four] decades of experience in investigating
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high-profile, complex, frauds, with the “benefit-of-hindsight” insights of [CxOs, audit
committee chairs, independent directors, lawyers and stakeholders], who have lived
through them. The book offers not only practical guidance on forensic investigations,
such as dealing with the approaches in collecting WhatsApp chats as evidence, but
also goes as far as providing templates for execution in the field, making it a veritable
“how-to” manual on investigations.

Written in what I’ve come to recognize as Sandeep s characteristically precise and
succinct style, the book tells several interesting stories that would certainly excite any
professional even casually interested in the subject. Commendable job by Sandeep and
Deepa. I wish them all success with this initiative.”

William Vivian John
Partner, L&L Partners

“With his vast experience on forensic accounting and investigations Sandeep was
part of the group formed by ICAI to conceptualize and publish Forensic Accounting
and Investigation Standards. Deepa, who was part of ICAI technical directorate, is an
accomplished author and thought leader on topics relevant to auditors and directors.

This book by Sandeep and Deepa is a perfect mix of technical inputs and practical
guidance. The book beautifully dissects and presents succinctly the difference between
auditing and investigation which is very critical to understand for all stakeholders.
With expectations from auditors increasing by the day to detect large scale frauds, the
book also provides practical steps that auditors can take to detect such frauds.”

Sanjeev Singhal
Central Council Member and Member, DAAB, ICAI

“Increased pressures on financial viability or on maintaining day-to-day operations
coupled with opportunities created by deterioration in internal controls create new
fraud risk factors that were not present in prior periods. The hybrid working model have
further increased these risks. Fraud risks can be higher not only at the entity level, but
also within the ecosystem in which it operates (e.g., customers, suppliers, related parties,
service organizations, investor etc).

Management should establish a comprehensive fraud risk management framework, to
tackle the risk of fraud and to minimize the resultant financial and reputational loss
to their organization. This book provides in-depth insights on forensic investigations
and fraud reporting combing the two critical areas. The authors have articulated the

fraud risk management principles in a lucid manner. I am sure that this book should be

a useful reference point for professionals with diverse background. My best wishes for

the great success of this book and many more such contributions in future.”

Lalit Kumar Khetan
Executive Director & CFO, Ramkrishna Forgings Limited
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Preface

Dear Readers,

It gives us immense pleasure to present before you the first edition of the book
‘Forensic Investigations and Fraud reporting in India - Practical insights to
Predict, Prevent, Detect and Investigate Frauds’. The book provides in-depth
analysis and practical insights into two specialised areas which are high on the radar
of regulators, audit committees, auditors, investors, and other corporate stakeholders
- Forensic Investigations and Fraud reporting.

Frauds and economic crime rates remain at a record high, impacting more and more
companies in diverse ways than ever before. The only way to reduce the impact of
such frauds is to get a detailed understanding of the subject and adopt preventive
measures instead of reactive or corrective measures for fraud prevention.

“Study the past if you would define the future”
“Real knowledge is to know the extent of one's ignorance”
“He that would perfect his work must first sharpen his tools”
— Confucius

After researching existing publications on this subject, we felt that it is the right time
to come up with a publication that comprehensively captures the following aspects:

e Roles and responsibilities of key stakeholders towards
— Reporting of frauds under governance regulations in India
—  Prevention, detection and investigation of frauds

e Evolution of forensic investigations over the last three decades in India
e Key learnings from historical case studies relevant in current environment
e Practical approach for conducting investigations addressing unique situations

e Expanding role of forensic investigators beyond traditional accounting or
financial fraud investigations

e Understanding and adapting leading practices by private sector from
enforcement agencies/public sector or vice versa

e Simple and ready to use frameworks and templates

This book addresses the gap and provides relevant stakeholders with a common
reference point. It will help them understand the above topics and use practical tips
provided in the book to address situations they encounter in their professional roles
as auditors (internal or external) or CXOs or independent directors or enforcement
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personnel. Aspiring professionals and students will find this book a useful tool to
acquire conceptual knowledge on topics such as ethics, fraud theories, etc. and gain
a practical understanding of the approach for undertaking fraud risk assessments
and forensic investigations.

Insights from experts

In addition to covering a gist of the topic with relevant provisions, and authors’
viewpoint, key chapters also include relevant seasoned expert’s take on the topic
based on their vast practical experience. Each expert has more than three decades
of experience including the last two decades in leadership roles. The idea was to
present a practitioner’s perspective based on practical experience in their role as an
independent director or CEO or CFO, etc.

Who will Benefit from Reading this book?
“Non-cooperation with evil is as much a duty as is cooperation with good.”
— Mahatma Gandhi

Fraud reporting is one of the most important themes in the current corporate
world. Considering the importance of this area, various regulators have come out
with reporting requirements in the recent past with an aim to ensure adequate and
timely fraud reporting. This is an area where there still seems to be a significant
expectation gap amongst various stakeholders. While one section of stakeholders
believe that they should not be expected to find a needle in the haystack, the other
set of stakeholders may believe that an elephant in the room is being missed. In
this context, understanding of the roles and responsibilities of various stakeholders
is pertinent. The objective of this book is to capture all the relevant requirements
at one place in a comprehensive manner. Also, the focus of this book is more on
application of principles in practical situations through case studies. We are sure
that this book should be a useful reference point for professionals with diverse
backgrounds.

Forensic accountants investigate fraudulent activities, uncover money laundering
and find missing assets through a combination of investigative techniques,
digital forensics, and accountancy skills. Pursuant to regulatory requirements,
responsibilities have been cast on multiple stakeholders towards reporting frauds.
With this background, we believe that this book will benefit cross section of
professionals including:

—  Forensic accountants

— Independent directors and Audit Committees

— CEO/CFOs/CHROs

— Statutory auditors

XX



Preface

Internal Auditors/Chief Risk Officers

In-house legal counsel

Financial institutions including banks and lenders

Investors including PE Funds, Bond holders, debenture holders
Promoters of the company

Corporate legal, accounting and compliance teams

With this note, we would like to place the book in the hands of our esteemed readers.
We hope everyone will enjoy reading this book and it will help improve awareness
about prevention, detection, investigation and reporting of frauds. We humbly
request you to please share your valuable feedback/comments/suggestions with us
at sbthejamesbond007@gmail.com and deepa2580@gmail.com.

Sandeep Baldava & Deepa Agarwal
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