Satyam Scam
Satyam Computer Services Ltd.
The Hall Of Fame
· A leading global business and 4th biggest information technology company, 
· Delivering consulting, systems integration, and outsourcing solutions to clients in over 20 industries and 66 countries.
· Winner of Golden Peacock Global Award for Excellence in Corporate Governance

· Honored with  UK Trade & Investment India (UKTI) Business Award for corporate social responsibility

· Ranked # 1 in the ASTD (American Society for Training and Development) BEST Award, 2007
· Official IT services provider for the FIFA World Cups, 2010 and 2014
· Ex Market Cap 40,000Crs & Lately touched 400 Crs
· Employs 52,865 people
·  Consolidated Indian GAAP Highlights for FY 2008: 

         Revenue: Rs. 8,473crs; a growth of 30.7% over fiscal 2007 

         Net Profit after Tax: Rs. 1,688crs; a growth of 20.2 % over fiscal 2007 
The Satyam Scandal Timeline
Satyam Chairman, Ramalinga Raju has admitted to fraud, but the scent of a scam has been in the air since mid-December last year when Satyam's bid to buy the family-owned Maytas Properties and Infrastructure failed. Here is the chain of events leading up to Wednesday's admission.

	Date 
	Event

	December 16
	Satyam Computers announces it is buying 100 per cent stake in two companies owned by Chairman Ramalinga Raju's sons - Maytas Properties and Maytas Infra. The $1.6 billion dollar deal comes in for severe criticism from investors and analysts, dubbed one of the worst corporate governance events in India.



	December 17:
	Under pressure Satyam does a U-turn and 12 hours later, the deal is off.

At that time, Ramalinga Raju said, "I would like to make this clear to every one that reason we are calling off the deal is totally on account of the fact that the reaction of the sum off the investors to the diversification has not been favourable and that is the whole reason."

But the damage was already done. The company's shares were pounded on the bourses and it lost $2 billion on the New York Stock Exchange.

	December 23:
	The World Bank confirms it has banned Satyam for eight years for bribery and data theft.



	December 26:
	The Maytas deal takes its first toll - independent director Mangalam Srinivasan resigns.



	December 29:
	Three more independent directors resign. 

* Dean of ISB - the man who chaired the board meeting which cleared the controversial Maytas deal Dean of ISB - the man who chaired the board meeting which cleared the controversial Maytas deal - M Rammohan Rao quits.

* Pentium chip inventor Vinod Dham 

* Krishna Paleppu




Wednesday, 7th January, 2009

The Chairman of Satyam Computer Services Ltd.  Mr. B. Ramalinga Raju submitted his resignation letter after revealing false accounts to an extent of $1billion of fictitious reserves.
The Highlights of the letter were as follows:
· Balance Sheet as on 30th September 2008 includes:
· Inflated (non-existent) cash and bank balances of Rs.5,040 crs (as against Rs. 5361 crs reflected in the books) 

· An accrued interest of Rs. 376 crs which is non-existent 

· An understated liability of Rs. 1,230 crs on account of funds arranged by me 

· An over stated debtors position of Rs. 490 crs (as against Rs. 2651 [cr.] reflected in the books) 

· For the September quarter (02)
· A revenue of Rs.2,700 crs and an operating margin of Rs. 649 crs (24% Of revenues) as against the actual revenues of Rs. 2,112 crs has been reported
·  An operating margin of Rs. 649 crs (24% of revenues) as against an actual operating margin of Rs. 61 Crs (3% of revenues) has been reported. This has resulted in artificial, cash and bank balances going up by Rs. 588 crs in Q2 alone.
· The gap in the Balance Sheet has arisen purely on account of inflated profits over a period of last several years (limited only to Satyam standalone, books of subsidiaries reflecting true performance). 
· Every attempt made to eliminate the gap failed.

· “It was like riding a tiger, not knowing how to get off without being eaten”. 
Reactions:
A. Stock Market

· India's benchmark index fell nearly 7% on the news, as Satyam stock    shed 82%. 
B. SEBI

· "We have to go beyond this letter and find out what actually has happened"
Thursday 8th January 2009
· Golden Peacock Global Award for Excellence in Corporate Governance was taken back

· Satyam Computer Services has been replaced by Sun Pharmaceuticals on BSE Index 500 and Sensex

· Satyam stock fell 99.89% on NYSE
· The First press conference after the resignation of the disgraced chief Ramalinga Raju was addressed by Ram Mynampeti, interim CEO. The salient features of the Satyam Press conference are available at http://www.businessstandard.com/india/storypage.php?tp=on&autono=52460
Friday 9th January 2009

· Two days after shocking the country by admitting to Rs 7,800-crore fraud, Satyam founder Ramalinga Raju and his brother Rama Raju were arrested  as part of the crackdown by state authorities and the central government, which disbanded the tainted IT firm's board on a day of fast-paced developments.

Saturday 10th January 2009
Monday 12th January 2009
The three-member board was appointed by the Central Government to bring back financial order to the fraud-hit Satyam Computer Services in Hyderabad.

The new board comprises of:

1) Kiran Karnik - Former chief of the National Association of Software and Service Companies (Nasscom), 
2) Deepak Parikh - Chairman of Housing Development Finance Corp (HDFC) and 
3) C Achuthan - Former member of markets watchdog Securities and Exchange Board of India (SEBI) 

Tuesday, 13th January 2009 
· Chartered accountants body ICAI on Tuesday constituted a six-member special committee to look into the auditing of crisis-hit Satyam Computer, whose disgraced founder Chairman Ramalinga Raju has confessed to fudging accounts. This committee is submit its report on the Satyam auditing issue on February 11,2009. The members were as follows: 
1. ICAI Vice-President Uttam Prakash Aggarwal 
2. S L Dogra,
3. Amarjeet Chopra,
4. Subodh Aggarwal 
5. Akshay Gupta 
6. K R Maheshwari, 
· The regulator has given show cause notice to PwC(the auditors of Satyam Computers) and asked it to submit all balance sheets, financial statements and related documents of Satyam Computer audited by it.
Action taken against the Auditors
· PricewaterhouseCoopers and directors have been named in the FIR filed by the Andhra Pradesh government in the Satyam case.
· “No official of the audit company has been mentioned by name, but in the broader sense they are also in the ambit of investigations. The same is the case of directors," V S K Kaumudi, IG of the CID, told TOI. 
· He said all the sections of the IPC under which cases had been filed against the Raju brothers will apply to the PWC auditors. This implies that the auditors could be asked to present themselves for questioning. 
· Srinivas Talluri, the Hyderabad-based partner of the audit firm, signed the accounts of Satyam on behalf of PricewaterhouseCoopers
· Noting that it has been auditing Satyam Computer since the quarter ended June 2000 till September 2008; PricewaterhouseCoopers said that all those financial statements were prepared by the management.
· It further said that it relied "on management controls over financial reporting, and the information and explanations provided by the management, as also the verbal and written representations made to us during the course of our audits." "We hope to work with the company and provide assistance to the new board of directors to address any issues that arise in the course of such investigations to enable both the company and us as your statutory auditors to fulfil obligations under applicable law."
· We hereby, in accordance with the guidance note, state that our audit reports and opinions in relation to the financial statements for the audit period should no longer be relied upon." 
· The audit firm further added: "The contents of the said letter, even if partially accurate, may have a material effect (which effect is currently unknown and cannot be quantified without a thorough investigation) on the veracity of the company's financial statements presented to us during the audit period. Consequently, our opinions on the financial statements may be rendered inaccurate and unreliable."
15th January 2009 Economic Times 
AWEEK after B Ramalinga Raju’s confession, it’s the turn of his auditors. Price Waterhouse has finally admitted that its audit report — which overlooked one of India’s largest corporate frauds — is wrong as it was based on wrong financial statements provided by the Satyam Computer Services management. 
   Blaming the company, however, doesn’t absolve Price Waterhouse — an audit arm of PricewaterhouseCoopers — from allegedly failing to detect the falsification of accounts as admitted by the disgraced Satyam chairman, according to a number of auditors ET spoke to. 
   The audit firm faces the prospect of losing big clients, because of its sullied reputation. India’s statutory audit watchdog ICAI may also take action against Price Waterhouse. There is a lack of clarity on whether ICAI can take action only against the executives who audited Satyam or the firm itself. Arthur Andersen, one of the original Big Five, collapsed after losing its licence to carry out audits in the US following the Enron debacle. 
   In a statement sent to the Bombay Stock Exchange and Satyam’s three new board members and company secretary, Price Waterhouse tried to shift the blame of its inaccurate audit report on what it described as false statements given by Satyam. 
   In the statement, Price Waterhouse said: “The former chairman has stated that the financial statements of the company have been inaccurate for successive years. The contents of the said letter, even if partially accurate, may have a material effect (which effect is currently unknown and cannot be quantified without thorough investigations) on the veracity of the company’s financial statements presented to us during the audit period.” 

CUSTOMERS SEEK CONTROL 

Worried customers may be seeking more control in their outsourced activity, say analysts 

US REGULATOR MAY PROBE PwC 

PwC, which is facing a multi-agency probe in India, may also be quizzed by the US accounting regulator 

INDIAN ARMS WORRY BIG 4 

The Satyam fraud has left global auditing firms, including the Big 4, in a quandary over their India offices 

FIASCO MAY RAISE STORM 

Satyam scandal threatens to engulf YS Reddy-led Congress government in Andhra Pradesh 

CHANGING COURSE 

Price Waterhouse admission comes after a week of strong denial. It had initially said its audit procedure had followed all principles 
It’s now saying the audit report is wrong as it was based on wrong financial statements provided by the Satyam management 

BETWEEN THE LINES 

The move doesn’t absolve Price Waterhouse from allegedly failing to detect the falsification of accounts 

THE ROAD AHEAD 

ICAI will continue to investigate Price Waterhouse’s role 
The new Satyam board has appointed KPMG and Deloitte Haskins & Sells as the joint statutory auditors 
The appointment will, however, have to be ratified at an AGM 

ICAI to continue with probe into Price Waterhouse role in Satyam case 


THISis the first time since the Satyam scandal broke out on January 8, that Price Waterhouse has admitted its audit report could be wrong. “Consequently, our opinions on the financial statements may be rendered inaccurate and unreliable,” the statement goes on to say. ICAI is currently investigating the fraud at Satyam and the role of the auditors for allegedly overlooking the fraud, that includes mentioning a non-existent cash balance in its books. ICAI executives said the body will continue to investigate Price Waterhouse’s role. 
   The Price Waterhouse statement comes as the new threemember board at Satyam on Wednesday appointed KPMG and Deloitte Haskins & Sells as the joint statutory auditors who will inspect the company’s accounts and present a new auditors’ report. The appointment will, however, have to be ratified at an annual general meeting, in line with the Companies Act. 
   The move also ends more than a week of stout denial by Price Waterhouse. The audit firm, which is an arm of the world’s largest accounting firm, had initially said that its audit procedure had followed all principles. Following strong criticism of the auditors in the Satyam scandal, Price Waterhouse said it had decided to admit its audit report was inaccurate, in line with the norms prescribed by ICAI. 
   “ICAI has issued a guidance note on the revision of audit reports in January 2003, which prescribes steps to be followed by the auditor to prevent reliance on the audit report in such circumstances (inaccurate financial statements). In view of the contents of the (Satyam) chairman’s letter, we hereby, in accordance with the guidance note, state that our audit reports and opinions in relation to the financial statements for the audit period should no longer be relied upon.” 
   The ICAI had earlier said that in case there was sufficient reason to believe that an audit failure had occurred, strict action could be taken against the partner, who had signed the balance sheet. 
   This stance is also being debated in legal circles, as Srinivas Talluri, a partner of Price Waterhouse who had signed the Satyam balance sheet, is a representative of the audit firm. “When Satyan hired an auditor, it hired Price Waterhouse and not Mr Talluri. So how can only the partner be held responsible? While the partner may be guilty, the firm also cannot go scot-free,” said one lawyer.
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