Satyam Computer Services Ltd—India’s Enron c27

maintain two subaccounts under a single company bank account. He
the main bank account, and the statements of the subsidiary account Were under the control of
the company’s finance and account reconciliation (FAR) team. The accounting team would
receive two bank Statements for the same account: a genuine set of statemens from the bank and 2
second set of fictitious statements provided by Raju and his team. The FAR team had 10 accept the
fictitious bank statements (and related interest accruals). Allegedly, even the auditors relied on
the documents supplied by Raju instead of obtaining third-party verification. The CFO
Vadlamani, who was arrested, said he had not been directly involved but knew there had been
something suspicious for more than five years. He had been specifically asked not to look at
deposits. Vadlamani said the plan was carried out by creating a paper trail of fabricated invoices,
forged balance sheets, and counterfeit bank statements in a scheme involving about () Jjunior staff,

Initial investigations have revealed that an in-house Satyam team developed software to gen-
erate altered invoices that included the genuine name of a client and of the client’s project man-
ager but with an overstated invoice amount. For example, a Satyam client, XYZ, pays 100 rupees
to Satyam’s bank account as fees. The original bank statement showed 100 rupees deposited by
XYZ, but the statement provided by Raju overstated this figure. Year after year, altered invoices in
the name of genuine clients and employees were created and went unnoticed by auditors.

The unrecorded liability of $253m was the amount that private companies owned by Raju lent
to Satyam. To keep analysts and investors at bay, the loan amount was not shown in the books.
Had it been shown, it would have raised eyebrows. After all, why would a company incur this

and his cronjes controlled

had been arranged over the previous two years to fund Satyam’s operations,
In addition, the public prosecutor noted that the CFO (Vadlamani) had admitted during

the company’s bank accounts and has still not been found.
Although the company’s bank balance was fictitious, the employees had to be paid real sala-
ries. To meet these expenses, Raju and his family started pledging their stake in the company. The
shares were pledged by a holding company, SRSR Holdings, which in turn had approximately 300 &
subsidiaries. India’s Central Bureau of Investigation (CBI) has found that some of the dt;cumenm :
of the companies created by Raju contained land records and names of land mafia agents, indicat-

ing that the case may be more than just an ac;onnting ﬁ,wflf; '~: ‘ %
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