
Presentation on Presentation on 

Due Diligence Report
ICAI – 1 June 2013

Rajendra Chitale



DD Process

Initial discussions

Planning

Fieldwork

Analysis/ Review

Reporting



Definition

• Give a spoken or written account of something that 

one has observed, heard, done, or investigated.

• An account given of a particular matter, specially in 

the form of an official document, after thorough 

investigation or considerationinvestigation or consideration

• Report is a self-explanatory statement of facts 

relating to a specific subject and serves the purpose 

of providing information for decision making and 

follow up actions. 



Need of a Report

Systematic 
presentation of 
facts for 
decision 

Deliverable 
product

Draft/Interim 
report during 
the Engagement

decision 
making

Summary of 
our 
Observations

Client’s 
expectation to 
meet agreed 
Scope of Work

Final Report 
and Databook 
on completion 
and conclusion



Types of Report

VERBAL

• Con Call

• Meeting with Client

WRITTEN

• Preliminary issue / 
Draft / Interim • Meeting with Client

• Formal/informal 
discussion

Draft / Interim 
Report in PDF

• Final Report

• Data book



Transition with Time

• BULKY REPORT

• INFORMATION BASED

EARLIER

• CRISP REPORT

• ISSUE BASED

NOW

•FOCUS COMPLETE INFORMATION

• INCLUDED IRRELEVANT INFO

EARLIER

•FOCUS ON KEY ISSUES / VALUTION CONCERN

•RELEVANT DECISION MAKING INFORMATION

NOW

EARLIER

•MORE PARAGRAPGHIC WRITTEN TEXT BASED

•TIME CONSUMING

EARLIER

•SELF EXPLANATORY CHARTS/TABLES/DIAGRAMS

•DATA ANALYSIS AND FINANCIAL INFORMATION 
INCLUDED IN DATABOOK

NOW

DATA BOOK

•ISSUED ALONG WITH ISSUE BASED REPORT

•CONTAINS COMPLETE FINANCIAL INFORMATION, MANAGEMENT DISCUSSIONS AND DATA ANALYSIS



Report timing and frequency

• On going discussions 
with client

• Meetings and informal 
chats

Continuous

• Preliminary Issue report

• Interim report

• Draft Report

• Final Report

Periodic



Reporting
• Reports tailored to address key value drivers, decision making requirements as well as significant 
input to sale and purchase agreements

• Presented in a succinct story board style that co-funders will be comfortable with

FOR SPECIFIC AUDIENCESLAYERED REPORTING …
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Executive summ ary

Headlines

• Poor informat ion and account ing systems in the US will necessitate particular at testat ion over the financial numbers at com pletion, and c. 
$1.5 million of costs in rectif icat ion

Other

• The projected full year EBIT for FY03 ($6.7 million) anticipates a step-up in sales and margins in the UK - mainly due to Middle East  driven 
military business

• The FY04 project ion (17% increase in sales, $10.0 million EBIT) is very ambitious: it assumes a rebound in com mercial business and a 
num ber of  key programmes over w hich there rem ains uncertainty

EBIT projections

• We have identified a num ber of areas, not highlighted by the vendor, w hich adversely impact the value of the business and could be used 
in your price negotiat ions.  These areas relate mainly to how  this business has been portrayed by the vendors in terms of historic 
underlying prof itability

• Our quality of earnings analysis est imates that  EBIT for FY02 and FY03 is some $5 million: a number of our f indings of fset the favourable 
adjustments made in the IM

Historic profit ability

• Business is in transition: commercial volum es are in decline, which is partly of fset by recent increases in m ilitary business

• Ef ficiency and rest ructuring measures have helped to keep the business profitable – delivering an average of  $5.6 million in EBIT for each 
of the last five f inancial years

Summary

Managing 

Director

Executive Summary

Headlines

Transaction 
Investment 

Committee,

Funding Credit 

Committee6
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Brazil
6%

UK
22%

US
71%

Thailand
1%

Executive summ ary

Transaction background

Strategic rationale

• M arket leadership - global branding

• Industry consolidation - first m over advantage

• Share technical expertise

• Improved product offering - global offering

• US market  entry and access is Government defence budget/cross-
ferti lisation of customer base 

Specific synergy opportunit ies

• Rem oval of head office function in US $1 million per annum

• M anufacturing si te consolidation in US and UK £2 million per annum

• Site consolidation: sale of UK manufacturing sites US $2 million one off

• Reduced R & D spend US $0.5 million per annum

• Possible closure of Brazil business

• Disposal of non care product l ines - product 3 and product 4

• 5% procurement  savings - £0.4 million per annum

• Improvements in WC management US $4 million one off cash flow  
benefit

Integration costs

• Estimated at US $10-15 million cash

• Estimated at US $10-15 million cash

Pear group has decided to 

sell its aerospace division; 

reasons for sale include the 

division’s higher cyclicality 

than the rest of t he Pear 

group, and  management 

contro l issues

The business offers clear 

opportunities for [Client], 

most importantly:

• UK site consolidation

• Pooling of technology

• Pooling of custom er 

access

• Improved footprint and 

management control in 

the US

• Economies of scale and 

first mover advant age in 

a consolidating industry

Sales

Net assets by site

Notes : (a) x x

(b) x x

S ourc e:   Managem ent inform at ion

Sour ce:   M anagem ent infor mation

Bullet
Resistance 

Glazings
20%

Commercial Aircraft
Transparencies

36%

M ilitary Airc raft
Transparencies

34%

Other
10%
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Appendix 2

Quarter ly data extract for 2002 and 2003
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Executive summ ary

Sum mary financials

• The FY98 debtors include c.€15 million in 
relation to an environmental claim due under 

the original MBO warranties.  This was 
received in FY99 giving rise to a reduction in 
net working capital.   In addition the Group 
favoured debts of c. €10 million in FY99, which 
was not repeated in FY00; accordingly a 
working capital outflow of €13.5 million 
resulted

• Between FY01 to FY03 working capital has 

been made stable

• In FY01 and FY02 exceptional items represent 
the cash cost of reorganisation and 
restructuring initiatives including the 
integration of Hermans Group, the closure of 
Barking and Lyon

• It should be noted that €0.9 million of cash 

closure costs and cash capital expenditure of 
€0.2 million in relation to UK reconditioning 
initially forecast in FY04 will be incurred in the 
final quarter of FY03.  €1.7 million of 
exceptional costs will be charged to the FY03 
profit and loss account as an exceptional item 
(of which cash costs will be c. €1.1 million)

• In addition, €0.9 million in respect of the 

investment in the Ekaterinburg JV w ill be spent 
in the final quarter of FY03 instead of FY04

23.722.718.011.553.3Operat ing cash flow

FY03FY02FY01FY00FY99€m

26.5

(0.1)

26.6

4.2

(16.2)

20.4

(2.3)

2.5

-

(0.5)

3.3

(7.6)

0.1

1.0

1.7

(1.9)

(4.7)

26.5

(0.1)

26.6

FY02

28.1

-

28.1

6.2

(9.5)

15.7

(8.0)

-

(0.2)

(2.8)

1.0

(6.0)

0.2

(1.3)

(0.1)

(3.0)

(0.2)

28.1

-

28.1

FY03

23.129.330.0

Sou rce:  Pear fl ex rep o rts

(5.2)(14.8)(24.0)Investment cash flow

(0.4)(0.4)(0.4)Associates

(9.0)(9.5)(14.0)Capital expenditure

(0.5)3.7(3.3)Long term debtors/creditors

(0.1)(6.3)(2.4)Provisions

2.3(13.5)22.8Working capit al

(1.3)(1.2)0.4Tax paid

(5.5)(0.5)5.8Exceptional items

23.129.330.0

(1.4)(5.2)(12.7)Acquisitions

5.20.92.6FA disposals

(0.4)

29.7

(14.6)

(11.3)

(3.3)

-

(1.0)

29.7

FY00

(0.4)

30.4

7.3

(22.0)

29.3

0.1

(0.1)

30.4

FY99

(0.4)Associates

23.5EBITDA

(2.8)Change in net shor t term debt

(15.6)Financing

12.8Net cash flow  before financing

-Financial assets

-Goodw ill

23.5EBITDA

FY01€m

CashflowThe Group is strongly cash 

generative throughout the 

periods under review

The apparent large w orking 

capital movements in 

FY99/FY00 is driven by the 

inclusion of non trading 

items, eg amounts due 

under environmental claims
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Executive summary

Key f indings

Page [  ]

Page [  ]

Page [   ]

Key 
analysis

• More rigorous 
complet ion 

mechanism with 
particular at tention 
to cut -of f and 
judgemental areas 
of  the accounts

• Seek a warranty on 
accuracy of high 

level f inancial 
informat ion provided 
to Bidder

• The robustness of  f inancial information is 
undermined by the account ing and system 

problems in USCO and the fact that  the 
financial information of the company has not 
been independent ly challenged/ review ed

Limited audi ted information

• The US and Brazilian f inancial results are not  audited

• The UK f inancial results is audited at  a high level -
auditors spend approximately 3-4 days on site suggest ing 

group materiality is applied 

• Review  
correspondence 

with audit ing 
bodies

• Consider warranty 
against  historic state 

and Key Customer 
audits

• Consider similar 
w arranty against  
Royalty audits

• Should the state or Key Customer in future audits 
ident ify potential excessive pricing or margins 

there is a risk of potent ial retrospect ive payments 
– we are informed that  no such payments have 
been made to date and that  cost  allocat ions 
prevent  visibility of  margins by state auditors

• The product ion of New  Aircraf t 1 products may 
lead to more diligent  enquiries by the Key 

Customer

Key Customer and state audi ts – high margin m ilitary 
products

• Company PG1 related products typically make higher 
margins than other Company products – the prices and 

costs for certain Programmes are frequent ly review ed by 
state or Key Customer bodies for compliance w ith pricing 
rules for non-compet it ive work

• For example, w e understand that Programmes such as the 
Programme 3 make gross margins of  up to 75%

• Company management  has on occasion cautioned us on 
the implicat ion of  PG1 margin informat ion gett ing into the 

state or Key Customer hands

• Request  

supporting 
informat ion by site 
for the FY04 
forecasts

• Limited reliance should be placed on FY04 

project ion presented to Bidder unt il detailed 
support  can be provided

• Limitat ions of  top down approach should be 
appreciated – UK sales director and manager 
have stated that  sales targets are challenging

• War in the Gulf is currently looking more 

imminent  – while this may be benef icial for PG1 
sales there may be a cont inued deterioration in 
the PG2 sales

• Commercial aviation recovery is not  ant icipated in 
FY04 by the majority of  the industry

• There is no evidence to date of  Brazil delivering 
to budget  with a weak performance in January 
2003

Robustness of FY04 projection

• FY04 Forecasts have been prepared on a top dow n basis

• Management  have confirmed the forecasts as “ raw ”  and 

could not  provide explanat ions for forecasts other than the 
sales information

• Project ions are not f inalised (the budget  process is 
ongoing) and w ill be completed in March 2003 and there is 
no detail to support the Compet itor A dated FY04 forecasts 

presented by management to Bidder

• It  should be noted that  management  have signif icant ly 
changed their FY04 forecasts in the space of  one-tw o 
months.  For example, PG3 group sales have been revised 
upw ards from the IM  by $3m to $16m in the forecast  
provided recent ly.  Similarly PG1 and PG2 sales have been 
revised dow nw ards by $3.3m and $2.2m respect ively

OtherValuation concernContract/ legal

RecommendationImplicationIssue
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Supporting analysis to key findings

Current trading and projections

• Recent margins declines have  been due to low er 
volumes, but this has been partially offset by 
efficiency programmes and restructuring.  FY03 
margins are expected to increase due t o high PG1 
sales

• FY04 forecast sales growth is expected to be 
driven by PG3 and PG2 sales primarily in UK 
Company and Brazil

• UK PG2 division is expected to grow st rongly, 
based on the assumption of a partial recovery in 
the aviation industry

• In the US PG1 division FY03 sales have been 
boosted by exceptional programme 3/product4 
sales, driven largely by US preparations for 
possible military action in the middle east.  PG1 
programme3/product4 sales are expect ed to be 
dow n on FY03

• A key US customer is anticipated to resume 
production in April, driving growth in the US PG2 
division

Key drivers of t he FY04 

projected  growth include a 

rebound in commercial 

aviation business in the US 

and the UK following the 

depressed conditions after 

9/ 11

Key sales drivers by product - FY03LE - FY04

Key drivers by country - FY03LE - FY04

Source: Pear managem ent

Source: Pear managem ent

FY03LE PG2 
Product

10

PG3 
Com merc ial

PG1
Product 11

PG2 

Product
12

PG4 Product
7

Repairs Product 
4 

Other FY04 
Forecast 

55.0

-VE+VE

$
m

64.0

74.9

5.2

3.5

2.6

1.9
1.3

1.2 0.5

(1.9)

(3.4)

60.0

65.0

70.0

75.0

80.0

85.0

90.0

95.0
Key growth 

drivers

FY03LE PG2 PG1 PG3Ot herOt her PG2

BRAZILUK COMPANYUS COMPANY

$
m

55.0

60.0

65.0

70.0

75.0

80.0

64.0
1.7

1.2 (2.2)
3.3

2.3
1.0

0.9
2.3

0.6 74.9
0.7

7.5

2.9

Key g rowth 
drivers

PG1 PG2 PG3 FY04
Forecast
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Further analysis

Group 2004 capital wish list

The Consolidated group's 

capital  expenditure w ish list 

for FY04 ($5.3 million) 

exceeds FY02 spend by $1.8 

mi llion

We recommend this is 

discussed w ith Company in 

further detail

N ote: (a) D ue to p erceiv ed con fid en tial ity con cern s, m an agem en t w ou ld  d iscuss, b ut no t p rov id e a de ta il ed  an alysis of “ w ish  l ist”  capi tal  exp en di tures sub mi tted by each  o f th e 

v ariou s d epa rtmen t h ead s

So urce: Pear man ag emen t

575 

200 

-

-

-

-

375 

-

FY07

9,018 1,385 1,725 5,333 "Wish list" capital expenditures(a)

32 --32 Wheeled equipment 

317 --317 Lab equipment 

98 --98 Furniture & fixtures 

897 230 285 182 Computer equipment 

276 

1,963 

2,464 

FY04

276 

4,423 

2,974 

Total

-

1,010 

430 

FY05

-Cost 5 

1,075 

80 

FY06

Machinery equipment 

Building improvements 

$000

2004 capital w ish list

Signif icant items w ithin the “ wish 
list”  include capex 1 ($800,000), new  

capex 3s ($916,000), a capex 2 
($550,000), and PDM sof tware 

($410,000)

The “ w ish list”  reflects all Company 
divisions: USCO, UKCO, Brazil, and 

Site 4

• M anagement have not indicated which items within the “ wish list” have been authorized for funding, or which items are essential/critical to the business 
going forward

• Furthermore, management have not identified items which may or may not have been deferred/or delayed subsequent to authorization of funding

The ‘deal 

doers’

Transaction 
background

Summary financials

Key findings

Supporting analysis 
to key findings

Further analysis

Appendices



Report Format and Structure (1/3)

Transmittal 
Letter

• Form the addressing the report to the client

• Includes reference to the underlying engagement 
mandate and Scope of Work

• Includes the period of execution and receipt of 
information

• Safeguarding from liability loss to Third Parties

Limitation 
of Liability

• Caveats for safeguarding our self from misuse of report 
by third party

• Limitation of reliance on report for decision making

• Cap of liability in case of loss due to reliance on report



Report Format and Structure (2/3)

Background

• An overview about the Target and the Transaction

• Timeline – Relevant Historical Events

• Background about the transaction

• Financial Snapshot

• Short note on the Target’s business

Executive 
Summary

• List of Relevant Issues having an impact on final decision making 
/ valuation

• Deal Maker / Deal Breaker issues

• Focusing need of Top/Senior Management

• Quick reference of Key important issues

• Presented in Tabular – ISSUE, OBSERVATION / RECOMMENDATION, 
REFERENCE TO DETAILED ANALYSIS (KEY FINDINGS)



Report Format and Structure (3/3)

Key 
Findings

• Detailed explanation of Key Issues

• Includes Point by Point analysis and detailed information about 
the specific area

• Includes data analysis by use of Tables / Graphs / Diagrams, etc. 
specifically focusing on the ascertainment and quantification of 
issue

• Includes limitations and assumptions

• Includes our recommendation – internal audit, technical advise

Appendices

• Items relevant to support Key findings – Additional Information

• Scope of Work

• Limitations to Scope of Work

• Summary of arrangements

• Copy of scanned Vouchers

• Organization chart



Key issues

NORMALIZED / ADJUSTED EBITDA

FY13

FY14
FY15

EV/EBITDA

EBITDA 
ratio

EBITDA

FY13

NORMALIZED / ADJUSTED EBITDA GIVES A FAIR IDEA OF SUSTAINABLE FUTURE 
EARNINGS FROM BUSINESS UNDER CURRENT OPERATIONAL SITUATION

ASCERTAINMENT OF FUTURE 
SUSTAINABLE INCOME FROM 

OPERATIONS IN CURRENT BUSINESS 
ENVIRONMENT

EV/EBITDA

KEY VALUATION TOOL



Key Issues

NORMALIZED / ADJUSTED EBITDA

� DISREGARDS ALL ONE TIME / NON RECURRING INCOME AND EXPENSES

� DISREGARDS ALL NON SUSTAINABLE INCOME AND EXPENSES

� ACCOUNTS FOR ALL SUSTAINABLE AND ASSURED INCOME AND EXPENSES

� CONSIDERS QUANTIFIABLE AS WELL AS NON QUANTIFIABLE ITEMS

� OPERATIONS ORIENTED ADJUSTMENTS ONLY� OPERATIONS ORIENTED ADJUSTMENTS ONLY

� PRESENTED IN TABULAR FORM



Key Issues

EXAMPLES OF NORMALIZATION / ADJUSTMENT TO EBITDA

� Bad or doubtful debtors/under provision of debtors

� Increment in salary of employees going forward 

� Increase in rent expenses as per agreement

� Loss of a major regular/fix customer post balance sheet date 

� One off costs which are not repetitive � One off costs which are not repetitive 

� One off revenue – unique one time projects 

� Loss of goods due to fire 

� Resignation of key managerial personnel directly responsible for generating 

revenue



Key Issues

ADJUSTED NET WORTH

AS PER 
BOOKS

ACTUAL 
BV 

multiple

BV per 
share

BV

ACTUAL 
WORTH

ADJUSTED NET WORTH FORMS THE BASIS OF PRESENT BOOK VALUE 
INVESMENT OF EXISTING OWNER OF BUSINESS

ACTUAL NET WORTH OF BUSINESS MAY 
DIFFER FROM BOOK VALUE.

ADJUSTED TO ASCERTAIN ACTUAL 
SHAREHOLDER VALUE

KEY VALUATION TOOL

multiple



Key Issues

ADJUSTED NET WORTH

� NET WORTH REPRESENT THE INSTRISIC BOOK VALUE OF THE ENTITY BASED 

ON ITS HISTORICAL PERFORMANCE TILL DATE

� ADJUSTMENT FOR UNDERVALUATION / OVERVALUATION OF ASSETS AND 

LIABILITIES

� ADJUSTMENT FOR UNRECORDED LIABILITIES

� ADJUSTMENT FOR MATERIALIZATION OF CONTINGENT LIABILITIES

� ADJUSTMENT FOR RESTRICTED ASSETS

� PRESENTED IN TABULAR FORM



Key Issues

EXAMPLES OF NORMALIZATION / ADJUSTMENT TO NET WORTH

� Under provision of debtors

� Materialization of off balance sheet liabilities (Eg. Legal claim materialized 

post balance sheet date)

� Cancellation of government grant

� Interest on Secured / Unsecured loan not accrued� Interest on Secured / Unsecured loan not accrued

� Undercharging of depreciation on fixed assets



Key Issues

OTHER BUSINESS ISSUES

CONCENTRATION OF REVENUES

• PRODUCT CONCENTRATION

• CUSTOMER DEPENDENCE

• REGIONAL CONCENTRATION• REGIONAL CONCENTRATION

RESTRICTIONS ON OPERATION

• LICENSING

• GEOGRAPHICAL RESTRICTIONS

• TECHNICAL RESTRICTIONS (LIMITED CAPACITY)



Key Issues

OTHER BUSINESS ISSUES

ISSUES RELATED TO PURCHASES

• DEPENDENCE ON SUPPLIERS

• PRICE MOVEMENT OF INPUT MATERIALS

• IMPACT OF RELATED PARTY PURCHASES• IMPACT OF RELATED PARTY PURCHASES

MARGIN / CONTRIBUTION ANALYSIS

• ANALYSIS OF LOSS MAKING PRODUCTS

• ANALYSIS OF LOSS MAKING DIVISION

• ANALYSIS OF DIRECT COST ALLOCATION



Key Issues

OTHER BUSINESS ISSUES

ECO-POLITICAL ISSUES

• IMPACT OF FOREX FLUCTUATION

• CHANGES IN GOVERNMENT REGULATIONS & POLICIES• CHANGES IN GOVERNMENT REGULATIONS & POLICIES

• IMPACT OF COMPETITION

HUMAN RESOURCE
• PARACHUTE PAYMENTS FOR TOP MANAGEMENT

• ATTRITION

• SKILLED LABOUR PROBLEMS



Key Issues

OTHER BUSINESS ISSUES

ISSUES ARISING FROM AGREEMENTS

• LONG TERM SUPPLY ARRANGEMENT

• TAG ALONG / DRAG ALONG RIGHTS / BUY BACK CLAUSE IN SHAREHOLDER • TAG ALONG / DRAG ALONG RIGHTS / BUY BACK CLAUSE IN SHAREHOLDER 
AGREEMENT

• OWNERSHIP/ USE OF INTELLECTUAL PROPERTY

RELATED PARTY ISSUES

• LEVEL OF SUPPORT / DEPENDENCE ON RELATED PARTY / GROUP ENTITY

• ARMS LENGTH PRICING OF RELATED PARTY TRANSACTIONS

• FUTURE ARRANGEMENT AFTER TRANSACTION



Supplementary Analysis
WORKING CAPITAL ANALYSIS

� COMPOSITION OF WORKING CAPITAL

� ANALYSIS OF BLOCKAGE OF WORKING CAPITAL

� IDEA OF FUTURE INVESTMENT IN WORKING CAPITAL

� PRESENTED IN TABULAR OR GRAPHICAL CHART

138 16%
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527 

988 

1,143 

1,687 151 

342 

138 

(907) (970) (1,095)
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15%
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Supplementary Analysis
REVENUE ANALYSIS

� ANALYZE MOVEMENT OF REVENUE YoY/QoQ

� ANALYZE CUSTOMER WISE COMPOSITION – ANALYZE TOP 10 CUSTOMERS

� ANALYZE PRODUCT WISE REVENUE – PIE DIAGRAM FOR PRODUCT SHARE

� HIGHLIGHT REGION WISE – STACKED BAR CHART TO ANALYZE MOVEMENT YoY

� PRICE VOLUME ANALYSIS FOR MOVEMENT OF REVENUE� PRICE VOLUME ANALYSIS FOR MOVEMENT OF REVENUE



Supplementary Analysis
COST ANALYSIS

� ANALYZE MOVEMENT IN PROCUREMENT COST YoY

� ANALYZE TOP 10 SUPPLIERS – PIE DIAGRAM TO REPRESENT SHARE

� ANALYZE KEY INPUT MATERIALS – TOP 10 INPUT MATERIALS



Supplementary Analysis
DEBTORS ANALYSIS

� ANALYZE DEBTORS AGEING TO ASCERTAIN POTENTIAL IRREVERABLE DEBTORS

� ANALYZE THE CREDIT PERIOD ALLOWED TO DEBTORS

� ANALYZE SEGMENT WISE DEBTORS TO ASCERTAIN THE BLOCKAGE OF 

WORKING CAPITAL\

� CHECK RECOVERY OF OLD DEBTORS POST BALANCE SHEET DATE



Supplementary Analysis
INVENTORY ANALYSIS

� ANALYZE MOVEMENT IN INVENTORY OF RM / WIP / FG

� ANALYZE VALUATION OF INVENTORY

� ASCERTAIN NON MOVING / SLOW MOVING / OBSOLETE INVENTORY

� ANALYZE BLOCKAGE OF WORKING CAPITAL IN INVENTORY

� ANALYZE ANY POTENTIAL WINDOW DRESSING� ANALYZE ANY POTENTIAL WINDOW DRESSING



Supplementary Analysis
EMPLOYEE COST ANALYSIS

� ANALYZE DEPARTMENT MOVEMENT OF EMPLOYEES AND RELATIVE MOVEMENT 

IN COSTS YoY / QoQ

� UNDERSTAND IF THERE IS UNDERSTAFFING OR OVERSTAFFING

� ANALYZE IF THE COMPANY IS SUFFERING FROM HIGH ATTRITION



Key Issues
OTHER EXPENSES

� ANALYZE MOVEMENT OF OTHER / GENRERAL / ADMIN EXPENSES YoY / QoQ 

AND HIGHLIGHT ANY SIGNIFICANT INCREASE

� ASCERTAIN ONE OFF EXPENSES

� ANALYZE ADEQUATE PROVISIONING OF OTHER EXPENSES

� ANALYZE DEPARTMENT WISE / LOCATION WISE / BRANCH WISE EXPENSES



Tips for Writing a good report

TIME 
FRAME

BUY 
SIDE/SELL 

SCOPE OF 
WORK

FACTORS

SIDE/SELL 
SIDE

WHO’S 
THE 

READER

INFO 
AVAILABLE

SCOPE OF 
WORK



Tips for Writing a good report

� Understand the rationale of engagement from client’s perspective

� Story boarding of relevant matter for thorough understanding

� Focus on the issue/matter of communication TO THE POINT

� Use of language / terminology that client is comfortable – Avoid Jargons

� Quantification of issues to the extent possible



Tips for Writing a good report

� Use of assumptions if required – mention the same

� Consistent format and nomenclature

� Unambiguous and clear text for easy understanding

� DO NOT ASSUME that the client knows; instead Client WANTS to know

� USE graphs / charts / tables – maximum 2 on a page



Tips for Writing a good report

� DO NOT MIX too much information in a single graph – use one graph for one 

issue only

� USE highlighting techniques in graphs and tables. For eg. Circle over a 

particular number, highlighting a particular row

� Mention clear Headlines /Banner statement – for reader to know what is 

the issue related to. For eg.

� Undervaluation of contingent liabilities� Undervaluation of contingent liabilities

� Conclusion / recommendation statement



Tips for Writing a good report examples
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Reporting language of issues

ISSUE BUY SIDE SELL SIDE

Dependence on a single 

customer

Highlight the risk of 

losing the customer

Highlight assured revenue 

from the customer

Upward revaluation of 

fixed asset

Highlight abnormal 

upward revaluation and 

recommend an opinion 

Present how the upward 

revaluation represent a 

fair value by asset valuer recommend an opinion 

from an asset valuer

fair value by asset valuer 

report

Unsecured loans without 

arrangement or balance 

confirmation

Highlight risk on 

materializing liability, 

whether interest is 

accrued on same

Highlight whether 

interest is at preferential 

rate or payable only on 

demand.

Dependence on Group 

entity for Procurement of 

Raw Materials

Highlight the risk related 

to price and availability 

of Raw Material

Highlight assured long 

term supply under 

contract at arms length 

price



Reporting language of issues

ISSUE BUY SIDE SELL SIDE

Impact of Key Managerial 

Personnel

Highlight risk of loss of 

business due to 

discontinuance of service 

of Key Managerial 

Personnel

Highlight assurance of 

long term contract with 

key managerial personnel

Information not provided 

by management

Unable to comment as 

information not provided 

by management

Unable to comment as 

information not readily 

available

Internal control weakness Recommend internal

audit to ascertain the risk 

due to internal control 

weakness

Management in process of 

implementing internal 

control procedures



Questions??

Rajendra ChitaleRajendra Chitale
rajendra.chitale@gmail.com

+91 98205 05922



THANK YOUTHANK YOU


