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 MeanInG of fRaUD
• Fraud refers to an intentional act by one or more individuals

among management, those charged with governance,
employees, or third parties, involving the use of deception to
obtain an unjust or illegal advantage

• The notable points of above definition are :-
o Intentional act
o Those charged with governance
o Third parties
o Deception
o Unjust advantage
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fRaUD sTaKeHolDeRs
• Frauds are classified as per the peoples that are affected by the

fraud and they are as follows:
• 1. Creditors
• 2. Institution/ Business
• 3. Financial Institution's and Intermediary
• 4. Federal or local government
• 5. Financial Markets (Stock Market)
• 6. Investors
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 foRensIc accoUnTInG

• Forensic Accounting is an examination and
evaluation of Individual's or a company's
financial information for use as evidence in
court.

• It involves a detailed analysis of financial data
to detect irregularities, inconsistencies, and
potential fraud indicators.
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 Introduction to Forensic Accounting
 Forensic accounting is the intersection of

accounting, auditing, and investigative skills,
focused on uncovering financial fraud and
misconduct.

 It plays a vital role in legal proceedings by
analyzing complex financial data to detect
irregularities and support evidence-based
conclusions.

 This specialized field is essential for resolving
financial disputes and ensuring transparency in
business practices.
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DeTecTIon of fInancIal IRReGUlaRITIes

InvesTIGaTIon of fRaUDUlenT acTIvITIes

sUppoRT In leGal pRoceeDInGs

pRevenTIon of fInancIal losses

ensURInG fInancIal InTeGRITy

Role of
foRensIc
accoUnTInG
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Role of foRensIc accoUnTInG

Detection of Financial Irregularities: Forensic accountants
analyze financial statements and records to identify
discrepancies and red flags indicative of fraud.

 Investigation of Fraudulent Activities: They use specialized
investigative techniques to uncover and document fraudulent
transactions and activities.

 Support in Legal Proceedings: Forensic accountants provide
expert reports and testimony in court, aiding in the prosecution
or defense of fraud cases.
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Role of foRensIc accoUnTInG

 Prevention of Financial Losses: Their work helps organizations
mitigate the risk of financial losses by identifying weaknesses in
internal controls and preventing future fraud.

 Ensuring Financial Integrity: Forensic accountants play a crucial
role in maintaining transparency and trust in financial reporting
and business practices.
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 objecTIves of foRensIc 
accoUnTInG

Detection of financial frauds

Prevention of fraudulent 
activities

Legal support and Expert 
witness service
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THe fRaUD TRIanGle

• A Fraud Triangle is a tool used in forensic auditing that
explains three interrelated elements that assist the
commission of fraud

-Pressure (motive),

-Opportunity (ability to carry out the fraud)

-Rationalization(justification Of dishonest intentions).
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Case Studies and Real-Life Examples02
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One case study in digital bank frauds involves the use of phishing emails to trick 
bank customers into revealing their personal information, such as login 
credentials, which are then used for unauthorized access to accounts and 
financial theft.

case sTUDIes of coMMon fRaUD scHeMes



.
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CYBER CRIMES
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 Jeweler Nirav Modi wants to import diamonds to design high-end collection.
He approaches PNB and asks for a Letter of Undertaking (LOU)

 In PNB's case, LoUs had been issued by the branch officials through SWIFT
without the approval of the competent authorities and the necessary
documents of import

 Not knowing Nirav Modi or his credit history, the overseas bank extends
credit based entirely on PNB's LOU.

 The money was not paid back by Nirav Modi, By rolling over the credit, he
had ensured that subsequent LoUs repaid the dues on the earlier LoUs.

 This scam worth Rs. 14,000 crores became public on Jan 29,2018 after
whistle blowing by a PNB official.

 Later BDO India was hired to carry out the forensic ACCOUNTING and
uncover the truth of money rolling

pnb case sTUDy
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saTyaM case sTUDy
• The founder and chairman of Satyam Computers, B. Ramalinga Raju created false

invoices to show inflated sales which artificially inflated the accounts receivable account
thereby inflating the company's revenues

• Mr. Raju forged board of director resolutions. Mr. Raju shipped money to offshore accounts
and tax havens and re-routed it back to india for his own use...money laundering

• Mr. Raju and others on the inside offloaded worthless stock and participated in insider
trading

• Even the Statutory Auditors of Satyam – PWC India was found guilty
• Disclosed on Jan 7, 2009, It was biggest accounting fraud amounting over Rs. 7,000 crores

in the country which ran almost 14 years and gained recognition to the forensic accounting
as the profession.

• Satyam Share price fall to Rs. 11.5 after that day compared to the previous height of Rs. 544
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TelGI sTaMp fRaUD case sTUDy
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Types of Fraud03
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MajoR Types of fInancIal fRaUDs
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Ways of coMMITInG fInancIal fRaUD
1 • Fictitious income

2 • Improper expenses recognition

3 • Incorrect asset/liabilities valuation

4 • Hidden liabilities and secret reserves

5 • Unsuitable disclosures.

6
• Deception such as manipulation, falsification or alteration of accounting records or 

supporting documents.

7
• Misrepresentation in or intentional omission from the financial statements, 

significant events, transactions or other information.

8 • Intentional, mis-application of accounting principles 
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 fRaUDUlenT fInancIal RepoRTInG
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fRaUDUlenT fInancIal RepoRTInG

Manipulation/Falsification/Alteration:

Manipulation or falsification in fraudulent
financial reporting involves deliberately
altering financial data to mislead
stakeholders, often by inflating profits or
hiding liabilities, leading to deceptive
financial statements.
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fRaUDUlenT fInancIal RepoRTInG

 Misrepresentation / Intentional
omission: Misrepresentation or
intentional omission in fraudulent
financial reporting involves deliberately
providing false information or omitting
key details, such as liabilities or
expenses, to distort the true financial
health of an organization, misleading
investors and regulators.
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fRaUDUlenT fInancIal RepoRTInG

 Intentional misapplication of
accounting Principles : Intentional
misapplication of accounting principles
involves deliberately using incorrect or
inappropriate accounting standards to
manipulate financial statements, such
as overstating assets or understating
liabilities, to present a distorted view of
a company's financial condition.

CHAUDHARY SHAH & ASSOCIATES LLP | AHMEDABAD | MUMBAI | BANGLORE | JAIPUR | KOLHAPUR | LONDON (UK) 



CHAUDHARY SHAH & ASSOCIATES LLP | AHMEDABAD | MUMBAI | BANGLORE | JAIPUR | KOLHAPUR | LONDON (UK) 



36

Money Laundering

Insurance Fraud

Tax Evasion

Mortgage Fraud

Credit Card Frauds

Phishing

Embezzlement
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asseT MIsappRopRIaTIon

 Asset misappropriation involves the theft or misuse of a
company’s assets by employees or other insiders.

 This can include activities like stealing cash, falsifying expense
reports, or diverting company resources for personal use.

 It's one of the most common forms of occupational fraud,
leading to significant financial losses for organizations.
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Emerging Opportunities in 
Forensic Accounting04
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 oppoRTUnITIes In foRensIc accoUnTInG

 Forensic Audit Is An Emerging Field For Professionals.

 The Number Of Frauds Are Increasing And So The Need Of
Forensic Auditors.

 Banks And Other Regulatory Bodies Are Empaneling CAs And
Other Professionals And Making Their Own Panel Of Forensic
Auditors
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eMeRGInG oppoRTUnITIes In foRensIc 
accoUnTInG

 Artificial Intelligence and Machine Learning: AI and machine
learning tools help forensic accountants analyze vast data sets
quickly, identify unusual patterns, and predict potential fraud,
making investigations more efficient and accurate.

 Cyber Forensics and Digital Evidence Analysis: With rising
cybercrimes, forensic accountants increasingly work on tracing
digital footprints, investigating data breaches, and collecting
electronic evidence to support fraud detection and litigation.
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eMeRGInG oppoRTUnITIes In foRensIc 
accoUnTInG

 Blockchain and Cryptocurrency Audits : The adoption of
blockchain and cryptocurrencies calls for specialized audits to
verify transaction authenticity, detect manipulations, and trace
illicit fund flows within decentralized systems.

 ESG Fraud Detection : As ESG reporting gains importance,
forensic accountants verify the accuracy of environmental and
social responsibility claims, helping prevent misleading
disclosures and building stakeholder trust.
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eMeRGInG oppoRTUnITIes In foRensIc 
accoUnTInG

 Advanced Data Analytics and Visualization : Forensic
professionals use powerful analytics and visualization tools to
uncover hidden trends, anomalies, and suspicious transactions
in complex financial data sets.

 Regulatory Changes and Compliance Requirements : Evolving
regulations mandate stricter fraud detection and reporting
standards, requiring CAs to stay updated and skilled in forensic
compliance and legal frameworks.
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foRensIc accoUnTanT ReMUneRaTIon 
oveRvIeW
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