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Thane : FAFD Batch 



Audit Report 

We are used to make Audit Report 

1.The Companies Act : Audit Report : Latest Change (Guidance 

note on Reporting on Fraud u/s 143(12) of Companies Act 2013 + 

Format of Financials changed  

2.Tax Audit Report  : Last year Change

3.Salex Tax Audit Report : State wise format 

4.Annual Performance Report : RBI
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4.Annual Performance Report : RBI

Similarity : -

1. Guidelines 

2. Ceiling  

3. Standard Format 

4. Reporting to pre decided with time line : APR /TAR/Company  Audit

5. Governing Body  

6. Concept of materiality



Before we go ahead : Lets Recap earlier session and link them

Day -1 Session -3 : Characteristics of Forensic Auditors

Just 

summary

1. Suspicion : Bloodhounds  not watchdog. 

2. Curiosity : to know more and in details  : beyond certificate/ documents 

3. Observation  : remember unusual things & co-relate : manner- posture

4. Memory :  to remember past facts 

5. Human nature : behavioral finance / psychology

6. Unbiased : Most important- impurity- wheel of ignorance –distraction (3 

important  words)

11/05/2015 CA GOPAL SINGH NEGI 3

important  words)

SuspicionObserveCuriosityUnbiased



Before we go ahead : Let’s Recap earlier session and link them Just 

summary

Tools of Forensic Auditing :

1. Benford’s Law 

2. RSF (Relative Size Factor) 

3. CAAT 

4. Data mining techniques

5. Big Data

6. Ratio Analysis

Interview Techniques: -
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Interview Techniques: -

Tone / Eyes / Legs / Words / emotional distress

Electronic Record: -

1.Sec 4 of Information Technology  Act 200- legal recognition of Electronic record:  

Mahindra Sharma Vs state

2.Email as evidence : Mr. P R Transport Agency

3.Computer Print out Admissible

4. I P Address as Evidence

5.Call data record as evidence

6.Social Profiling : Face book, instagram , LinkedIn etc



Used in many cases to Prove link Between Suspects
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Latest Case : Please Refer Fraud Prevention Session : World on net 
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Knowledge base : -

Legal case: -

1. www.lawyersclubindia.com

2. www.indiakanoon.org

3. www.legal360.in

4. www.legalpandit.com

Articles:  

ICAI Magazine : -

1. April 2007- Preventing Financial Fraud

2. Feb 2010- Forensic Accounting Process & 

Scope 

3. Nov 2014:  5 Articles

4. Oct 2014 : Forensic Accounting

5. Jan – 2007: Forensic Accounting : New 

Paradigm 

International : 

1. CFE website

2. AICPA : American institute of Certified 

11/05/2015 CA GOPAL SINGH NEGI 7

2. AICPA : American institute of Certified 

Public Accountants

3. IIA : The Institute of Internal Auditors
Other Sources Material 

Books : 

1. Fraud 101- Stephen Pednealut

2. Occupational Fraud : Mayur Joshi

3. Novel & Conventional Methods in Audit, 

Investigation & Fraud detection- 2nd 

edition (August 2012)

Research Paper: 
1. International Journal of Applied Engineering 

Research

2. Midas Touch International Journal of Commerce,

Management and Technology

3. The 5th International Conference on Financial

Criminology (ICFC)



Now Amazing Report of World :: Forensic Audit Report

Features of it :

1. Aims at legal determination of whether fraud has actually occurred, in the process. 

2. It also aims at naming the person(s) involved  with a view to take legal action 

3. 100% coverage ….. Here opinion is not formed
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4. The focus of concentration is on crimes and anomalies as well as their detection and 

unraveling. This includes any indications of fraud presented by errors and deviations, 

since the main objective is to gather evidence for litigation purposes. The forensic 

accountant’s scope of responsibility is broader because it includes public interests



Who can do it : 

Any person having knowledge of Forensic

Normally : 

FAFD – ICAI 

CFAP  

CFE – ACFE

There is no guideline from EOW on it but they ask FAFD Certificate. 

Governing Body in India  : No Governing Body in India 

that reason no Standard Format of Reporting Exist 
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that reason no Standard Format of Reporting Exist 

Any Ceiling limit:  like Income Tax Act 1961 / Companies Act 2013- No Limit 

Confidential : only client or Court ::: can be counter challenge 

Tax Audit Report / Company Audit Report:  Available



Current Status :   90% Work done by Big 4 , reason is team size and equipment 

Don’t Loose Heart 

CA. 'Chetan Dalal  : Legend in this field 
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CA. Anand P Jangind

We Can make difference :: matter how we proceed !!!



Recent Opportunities 

SBI  - Notification 

Limit of 100 Cr and metro city 

office has been removed
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Be Caution :: 

CMA also allowed to do it.



Format :  No standard Format of reporting. 

Legal language : Each word and line is important :  

Case of geometry software company pune in India.

IPR -

Court Proceedings took long time:  3years +

At last proof::             

Criminal : 

It is not easy to write Forensic Audit Report, when each word has its legal 
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It is not easy to write Forensic Audit Report, when each word has its legal 

implications. The selection / choice of each word for each specific areas of the Report 

is crucial and needs extreme professional care and caution. It depends upon the 

expertise and drafting skill of the Auditor. Years of experience, legal bent of mind and 

total control over language in English will help the Auditor to carefully draft the report.

Litigation Support Service :  is best 



For Example :: 

Difference between : Annexed  Vs Attached / Exhibits

Auditor has to take responsibility of the usage of word “Annexed” in the Main 

Report. It implies that any statement annexed along with Main Report is a part and 

parcel of the Main report

Auditor may not take responsibilities of the Exhibit, which is attached with the 

Main report. It may be the additional source of evidence and gives strength to the 

observations made in the Main Report
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observations made in the Main Report

One should know that his Report might axed somebody’s job or might be 

instrumental to put accused behind the bars.

The Report might be challenged in the Court and as a consequence legal 

implications may not be avoided



Do’s  & Don’ts 

Usage Restriction Clause, Liability Exclusion Clause can be intelligently incorporated 

in the specific areas of the Covering Letter / Report

Confession Statement

“Notwithstanding the confessional statement made by the perpetrator (mention the 

name) and in no way limiting our investigating procedures by the contents of such 

confession and in accordance with the directions given in the appointment letter, we 

have carried out detailed investigation to unearth the fraudulent transactions and total 

quantum involved in the same
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quantum involved in the same

Do not try to be extravagant in reporting something where sufficient evidences have 

not been obtained to support your observations /remarks – leave some hint for 

further investigation….. Cases 

Give Report only to the Appointing Authority and any other authorized positions 

mentioned in the terms of appointment. Keeping in mind that this report is subject to 

audit and can be used by the person or group persons to whom the charge is made



Do’s  & Don’ts………… 

Do not use the Client’s computers to write the report. If used then, delete the file

after completion. Get adequate back up in any format suitable to you. It is better to

use own laptop provided by your organization for writing report.

Do not save in the hard disk of the client’s computer. If saved, delete file after 

taking printouts and make sure that the same is not retrieval : Note- Data can 

retrieve even from damage hard disk 
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Don’t work on client data, make sure proper image of data / back up has taken. 

Means complete transaction can be repeated if required



Content of Forensic Audit Report : Note - No set format  

1.Covering letter      : Usages Restriction clause can be mentioned here 

according to the situation demands and to avoid further legal complications. 

See the example mentioned above. Brief Outlining the highlighted points of 

Report annexed

Use: Index if report is long. 
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2. Main Report 

a) Introduction / Background : Brief fact of cases, name of both parties, business or 

Use : Acronyms & Abbreviations 
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a) Introduction / Background : Brief fact of cases, name of both parties, business or 

work. 

Why Forensic Audit required. 

b) Outlining the Terms of Reference of Appointment Letter - Redraft the Terms of      

Reference 

if the Scope of work has been enlarged / reduced in the course of Investigation

c) Methodology of Reporting / Reporting Pattern  : 

* Areas Covered – Extent of checking  : Bone of discontent :

* Period covered. Depends …not fixed….



* Specific functions areas covered

*  % Of total records checked

*   Bedford's Law

•RSF  (Relative Size Factor) =  largest / 2nd largest

*  Use of software : ACL /Idea/ encase

* Forensic Duplicator : offer hard drive imaging with no 

compromises. In addition to being fast and reliable, our 
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compromises. In addition to being fast and reliable, our 

duplicators are easy to use

Different models :  like TD2u, TD3 , TD2

* Disk Imaging



d) Auditing Techniques Adopted in the Investigation  :: Carefully narrate this area –

do no elaborate much. If forensic auditing techniques had not been adopted then 

mention it also.

This will be an example of the Liability Exclusion Clause. Mention apart from general 

audit techniques, what other specific audit techniques had been adopted. 

Mention the positions with whom you have carried out the discussions and other 

interviewing.

Some Times: Hello Mr. X, I am CA. XXXXXX. Mr. Y approached me to see how things 
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Some Times: Hello Mr. X, I am CA. XXXXXX. Mr. Y approached me to see how things 

can be amicably settled between Y and Z. SMS /mail need to quote.

Skills of Interview is very important. Lets have video on this.

If any interrogation had been carried out the mention it in suitable context. Mention 

the Confession documents if any. Also mention that it is no way limiting your scope of 

work and extent of checking. 

Make your case strong : 

.



Don’t mention the source of acquiring evidences, till its compulsory to do it. 

Grape wine is source of information but no conclusive evidence 

Try  to have public and authentic data 

Source: -

1.MCA

2. Income Tax papers

3. Registrar office documents

4.Labortary report
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4.Labortary report

5.Expert Advice : Clinic Report : age of documents / Hand Writing 

Think ahead of 2nd Party / 3rd Party. 

Very Important:  Cross Question can be on your report 

Sherlock Holmes : most famous forensic Chemist 



e) Books and records / documents reviewed / examined : 

Basis of reporting. Narrate with reference to manual and computerized records.

External documents / evidences , if any : 3rd Party : Bank statements etc

f) Detailed Observations in each area of work under  following heads:

I )  Modus Operandi of Fraud : Common Term 

(Try to co relate with other Modus Operandi) : Here data bank help. It    

develop after many years of Experience in this field 

Try to highlight the approximate starting time of fraudulent activities.
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Please specify : Period of fraudulent activities

II) Nature of Fraud  

Narrate the internal as well as external collusion if any

Bank Fraud :
Dena Bank(Malabar hill branch) - Rs. 256 Cr approx

OBC - Rs. 180 Cr approx 



III) Quantum Involved

Observations should be supported with Annexure and Other Evidences  as

Exhibits ::: No guess and un quantified Amount 
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Just Example : 
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g) Responsibility Fixation :Direct Beneficiary and Indirect Beneficiary

Try to highlight the persons who have the direct and indirect involvement in the   

scheme of manipulation / fraud. Carefully draft this area. 

Choice of word is crucial and has a legal impact

(Image defamation case : u/s 499 of The Indian Penal Code

Accused is not Culprit till the time is prove. Having allegation / Charges  is different

No of Cases running in Court. Its court power to decide. 
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No of Cases running in Court. Its court power to decide. 

Consult with Appointing Authority and Legal Counselor. The Legal Counselor may use 

the report in the court



If you data like this :  your case will be strong
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h) Determination of Total Quantum of Fraud and The Amount/ 

Further Amount to be recovered from the Perpetrator

*  Summation of quantum of fraud for each area. Deduct the amount already recovered 

from the total quantum of fraud.

•Mention the mode of recovery if already made

• Most  important:: Add your Fee 

Mr. X should be asked to return Rs. XXXXXXX/- (Rupees XXXXX Only)  + Interest loss @ 

24% on Rs. XXXX plus Rs. XXXXXX- for the cost this Forensic Report totaling to Rs. 

1XXXXXXX/- plus taxes as applicable on or before 20th May, 2015 to Mr. Y and additional 

interest and penalty for any delay in payments at 24% per annum
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interest and penalty for any delay in payments at 24% per annum

i) Suggestions - Possible Steps / Legal Steps to be taken by the Appointing Authority. 

Do not suggest the Management to initiate criminal proceeding / sack / transfer of the 

persons involved in fraud. This is the duty of the appointing authority.



Example : : 

Action Plan for XXXXXXXXXXXX

In case of failure, the copy of this report may also be submitted to the following 

authorities:

•File a copy of complaint along with my report to Dy. Director, Serious Fraud Investigation 

Officer, 2nd Floor, Paryavaran Bhawan, CGO Complex, Lodhi Road, New Delhi – 110003.

•File a Copy of Complaint with my Report with Jt. Commissioner of Police, Thane City, 

Commissioner Office, Opp. Talaw, Thane
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• Other Authorities.. List can be long depending on case to case and area



Draft Report : Covering letter
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Point from list 
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Diagram helps : some time to explain your point



Example of 

report
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Exhibits: 3rd

Party
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Length of Report 

Again no standard :- depend on case to case basis + Exhibits

Some examples: -

1. KPMG : Forensic Audit Report to Dekalb Country School 31 pages

2. Baker Tilly :  National Audit Office Malawi – 48 pages

3. Kenya Arid Land :  73 Pages

4. PWC :  The Auditor-General for the Federation, Nigeria : 199 Pages
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4. PWC :  The Auditor-General for the Federation, Nigeria : 199 Pages



Please go through Applicable Laws & Section for Reports

Relevant Act :-

1. Indian Penal Code 1860 …Section 420/ Other section.

2. Criminal Procedure Code 1973

3. Indian Evidence Act 1872 …… Imp Section 45

4. Indian Contract Act 1872  … V imp : Fraud definition available here only before 

Companies Act 2013 (Sec 17)

5. The Negotiable Instrument Act 1881 .. Imp Section 138

6. Prevention of Money Laundering Act 2002  Amended in 2005,2009 and 2012
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6. Prevention of Money Laundering Act 2002  Amended in 2005,2009 and 2012

:: V imp : recent change

7  The Banker Evidence Act  : When statement can be taken as evidence

8. Information Technology  ACT,2000 : latest case of Sec 68

9. Prevention of Corruption Act 1988 – India

10.Foreign Corrupt Practice Act – US  (imp for MNC – USA subsidiaries in India 

(FCPA)  : 

11. Sarbanes Oxley Act 

12. UK  Bribery Act 2010

13. THE LIMITATION ACT,1963 
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Are we 

willing 

to 

catch 

these 

opport

unities
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unities



All The BEST : FAFD 28th Batch : Thane - Mumbai 
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Its my Privilege to 

Share some Fact 

GOPAL.FORENSIC@GMAIL.COM
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