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ABSTRACT

The integration of accounting, auditing and ivestigative skills yields the specially known as Forensic
Accounting. The digital era has made it easier than ever before for criminals to tamper with business accounts
and generally defraud others. Of the many new businesses that are established every year, the overwhelming
majority rely on computers and the internet. Each time security experts intensify their efforts to minimize
external risks, hackers push back with equal force. Research has also shown that internal ‘white collar ' crime is
also a growing problem, contributing to more than S1 trillion in combined losses every year. The contemporary
fraudster has a tendency to be highly capable in covering their tracks and leaving little to no evidence hehind
Conventional accountants and business managers alike simply do not have the knowledge, the specialist skills
or the available time to carry out comprehensive financial audits and investigations. By taking a proactive
approach to accountancy, a business is able to safeguard itself from both devastating losses and dire legal
consequences. Forensic accountants investigate financial activities and records in comprehensive detail,
searching for any evidence whatsoever of fraudulent or unusual activity. Where detected, the required evidence
is gathered, collated and ultimately presented in a clear and concise manner — often in a court setting,
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METHODOLOGY
In this research data is collected from secondary resources, some reference book and newspaper.
OBJECTIVE

% The main objective to study is to understand what forensic accounting is
% To study How fraud is investigated

% To study types of Forensic Accounting

% To study how RICOH INDIA corporate scandal as a case study

INTRODUCTION

Investigating fraud is a growing industry. The more fraud that occurs, the more the need for forensic
accountants expands. In its annual report, the ACFE estimated the cost of fraud in 2009 to be $2.9 trillion and
reported that nearly a quarter of those fraud cases involved losses of $1 million or more. Forensic accounting
utilizes accounting, auditing and investigative skills to conduct an examination into a company’s financial
statements. Forensic accounting provides an accounting analysis suitable for court. Forensic accountants are
trained to look beyond the numbers and deal with the business reality of a situation. They are fre quently used in
fraud cases. Forensic accountants are often engaged to quantify damages in instances related to fraud and
embezzlement as well as on maltters involving insurance, personal injury, business disputes, business
interruption, divorce and marital disputes, construction, environmental damages, cyber-crime, products liability,
business valuation and more.
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» Enhanced Authority nnd Better Brand Wepuntion
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» Helps in Avolding Legn) Tsaues

Dealing with instances of fraud (Internal or externnly can be spectacitarty distuptive and conly or the busines
In an ideal situation, forensic acconmtancy con be used 10 avold suh scenation from ever vuasring by both
preventing fraudulent activity and nipplng any problems detected in the bud.,

» Can be used to Monitor Professionals

Forensic accounting can be used (0 nssess the work of professionals, including aceountants thermselves. The
findings from this assessment, In turn, can be used 1o lile professional negligence claims against those whi have
been proven (o have made critical errors (whether Intentionally or nt),

THE RICOH 8BCANDAL

A took at the publicly avallable nccounts of Ricoh Indin 14d, the company in which auditors have raised
questions about accounting Inconsistencles, revenls several odd or incomsistent entries. | he total value of
cheques which have not been encashed incrensed by almost 17 times in a year from Rs 2,17 crore in 201314
10 Rs 4043 crore in 2014-15, according o the company's balance sheet, The Companies Act, 2013, allows
showing cheques on hand in the balance sheet under the head “cash and bank balance”, but the usual industry
practice involves preparing a bank reconcilintion statement (BRS) to adjust the bank balance. In the same
period, Ricoh Indin's cash and bank balance increased from Re. 38,34 crore 10 Rs,70.39 crore. The company
mentions in its statement In the annual report that “the Incrensed collection activity at the end of the currert yesr
ended 31 March 2015 helped to nugment cash and bank balanee”. However, the company’s debtor/accounts
receivablen (urnover ratio, or how miny times n business can turn its accounts recelvable into cash during 3
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FACTORS CONTRIBUTING TO FRAUD
Ricol Todia L the Indian aem of Japanese tem RRicoh, T sald the company ‘s accounts have heen falsified
and accounting prineiples and standards have been violited, leading to o loss of Re 1,12 crore

The suspected accounting frawd at Ricoh Indin (s ane the biggest corporate frauds nvolving  local company
alter the Satyam scandal came to light in 2000,

“Such acts of ombsston and commbston have caused o grve loss (o the company and its sharehalders.” it said
ina stock exchange (Hing,

I'he negligence of India Ratings as the agency hid upgraded the rating for both long term bond to AA- from A
and gave commercial paper (CI') an A+ rating In Junuary without having any account of the Ricoh's numbers
after March V1, 2015 Thin case also, v 0o further than Satyam because it is all padded up The revenues ure
padkded up, the recoivables are padded up, the Inventory is padded up. Satyam was also completely padded up
onrevenue side and on recelvables side. There are only one or twa points which one has (o Just look at it I he
total borrowing two years back in March, 2014 was s 167 crore which went up Rs 716 crore last year, that is
March, 2005, And now, [t is Ra 1,300 crore. A company which does not incur a single rupee as o Capex, the
loans going up from Ru 300 crore to Ru 1,300 crore nd the parent company has provided Rs $00-600 crore.
Ihey have given IRe 200 crore of non-convertible debentures (NCD) and Ry 270 crore of commercial papers
(CF) The rating agency, on January 22, 2016 have upproded the rating of both the instruments, the long-term
bonds and C1P from A to AA minus. Without having any accounts available alter March 11, 201 5, on what basiy
were the upgradation donefrom A to AA minus? Thete wis no inguire done as to why do the company needed
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money and such a large amount of money when your turnover has not gone i so sulistantially and why "
your receivables going up? This was the job of the ratings agency which was neglected on thely vide

Talking about auditors, M/s Sahni, Natarajan and Bahl, Chartered Accountaints condueted the audit ang fhe
audit report of March, 2015 submitted by them was clean, ns clean as pn,-.nll:lg Another issie wis that Ricgp
India Ltd. announced that the Board of Directors of the Company at its meeting held on July 10, 2015, je,
appointed M/s. BSR & Co. | LP, Chartered Accountants, as the new Statutory l\l"’f""" of the Campany fo, :
period of five years in place of retiring Auditors M/s, Sahni Natarajan and l}nhl, Chartered Accountants, The
AGM of the company was going to be held in the month of September, 2015, s the question here arises (g
why was there an urge to change the auditor. Who will be responsible for conducting the sudit o) 1 Quarier of

the F.Y. 2015-19.

Another factor that took the case to more limelight was that Ricoh India said In a BSE filing it h.gx lerminateg
employment of its CFO Arvind Singhal and Senior Vice-President and COO Anil Saini on linding that fhey
have “caused grave loss to the company™, Ricoh India has also accepted resignation of MDY und C10) Mapes
Kumar. “Pursuant to the investigations carried out by the company, it has emerged that the above-starey
officials of the company were in breach of the statutory duties assigned to their office. The acts und OMisson,
of such employees have caused great loss to the company,”

CONCLUSION
Nowadays Forensic Accounting plays an important role in economy and in an organization also and about The

scandal of Ricoh leaded to the statement that “Suspension of rating is a violation as per SEBI regulations”, Fyey
if a company is not disclosing relevant information pertinent to the rating, an agency Is required to assign g
rating based on available information, with a caveat that there is lack of information. The regulator is looking
into that aspect to while SEBI is investigating individual agencies; it is also in the process of tightening rules
and disclosure norms for rating agencies in general,
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