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THE INSTITUTE OF CHARTERED AccouNTANTS OF INDIA 

(Set up by an Act of Parliament) 

[DISCIPLINARY COMMITTEE [BENCH-IV (2024-2025)] 
[Constituted under Section 21B of the Chartered Accountants Act, 1949] 

ORDER UNDER SECTION 218(3) OF THE CHARTERED ACCOUNTANTS ACT, 1949 READ WITH 
RULE 19(1! OF THE ,CHARTERED ACCOUNTANTS (PROCEDURE OF INVESTIGATIONS Of 
PROFESSIONAL AND OTHER MISCONDUCT AND CONDUCT OF CASES) RULES, 2007. 

(PR/322/2014{DD/341/2014tbc/492/20161 

In the matter of: 
Joint Director (CL} 
Serious Fraud Investigation Office, 
Ministry of Corporate Affair, Govt. of India, 
2nd Floor, Paryavaran Bhawan, 
C.G.O. Complex, Lodhi Road, 
New Delhi-110 003 

CA. Anand Agarwal (M. NO. 095781} 
68, First Floor, Uday Bank, 
New Delhl-110 049 

MEMBERS PRESENT: 

Versus 

1. CA. Ranjeet Kumar Agarwal, Presiding Officer (In person} 
2. Shri Jiwesh Nandan, I.A.S (Retd.), Government Nominee (In person) 
3. Ms. Dakshita Das, I.R.A.S. (Retd.), Government Nominee (Through VC) 
4. CA. Abhay Chhajed, Member (In person) 

DATE OF HEARING: 19th MARCH, 2024 

DATE OF ORDER: 16th May, 2024 

.... Complainant 

.... Respondent 

1. That vide Findings dated 05.02.2024 under Rule 18(17) of the Chartered Accountants 

(Procedure of Investigations of Professional and Other Misconduct and Conduct of Cases) Rules, 

2007, the Disciplinary Committee was inter-alia of the opinion that CA. Anand Agarwal (M. NO. 

095781) (hereinafter referred to as the Respondent") is GUILTY of Professional and Other 

Misconduct falling within the meaning of Clause (2) of Part-IV of the First Schedule and Clause 

(1) Part II of the Second Schedule to the Chartered Accountants Act, 1949. 
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2. That pursuant to the said Findings, an action under Section 218(3) of the Chartered 

Accountants (Amendment) Act, 2006 was contemplated against the Respondent and a 

communication was addressed to him thereby granting an opportunity of being heard in person/ 

through video conferencing and to make representation before the Committee on 19th March 

2024. 

3. The Committee noted that on the date of hearing on 19th March 2024, the Respondent 

was present through video conferencing. During the hearing, the Respondent stated that he has 

already submitted majority of his submissions on 06th March 2024, on the Findings of the 

Committee. Thereafter, he also made verbal submissions, which, inter-alia, are given as under:-

(a) The instant complaint has been in place since 2016, and it was based on the FIR filed by 

Reebok India Company. After that, SFIO conducted an independent investigation and it was 

found that there is no case of money embezzlement and there is no case of recov,ery in the FIR 

or in the investigation report filed by the SFIO. 

(b) There have been multiple procedural lapses, including the lack of authoriity of SFIO in 

filing a complaint against the Respondent, as he is an ex-employee of the Company who has left 

the Company even before the present case has started. His reason for leaving the Company was 

that he was a whistle blower and internal Complainant, which SFIO has failed to mE:ntion in their 

report and in several submissions to Bench. 

(c) His proof of innocence lies in e-mail record available with SFIO but the SFIO failed to 

share that with the Committee. 

(d) He filed a writ petition in the High Court of Punjab and Haryana for obtaining his e-mail 

records which Is still pending in High Court. 

(e) The Committee has accepted the SFIO's claims without any evidence and without 

conducting any independent investigation. 

(f) In the last 6 years, there has been only one witness who has been examined by the 

Committee and that single witness has deposed in his favour. 

(g) There is no forensic report on record or any external evidence that indic21tes he was at 

fault. 
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(h) He has suffered a great deal of stigma and lost hundreds of career opportunities as a 

result of the media trial that this case has generated. 

(i) The Respondent sent an e-mail to Mr. Shahin Padath, in which he highlighted the 

procedural lapses. 

(j) He initialed the balance sheet of the Company being an employee and was not an 

authorised signatory to the balance sheet. SFIO has filed the present complaint, considering him 

as an auditor. 

4. The Committee also noted the written representation of the Respondent dated 06th 

March 2024 on the Findings of the Committee, which, inter-alla, are given as under: 

(a) Paragraph 3 of the Findings contains the statements taken on 2 November 2012 when he 

was in police custody. Such a statement cannot be considered a valid statement which was taken 

while he was in police custody. These statements cannot be referred to or relied upon in the 

present Complaint or in any other proceedings as the same are violative of the fundamental 

rights guaranteed to him under the Constitution of India and Section 25 of the Indian Evidence 

Act, 1872. 

(b) The Respondent raised procedural questions regarding the legitimacy of the complaint 

initiation process, referencing Rule 3(2) of the relevant Rules which mandates that complaints 

lodged by or on behalf of the Central or State Governments must be authorized and signed by 

officials of specified ranks within the government hierarchy. Only the Director of the SFIO, who 

holds the rank of a Joint Secretary to the Government of India, possesses the requisite authority 

to sanction such complaints. The apparent absence of explicit authorization by the SFIO Director 

as prescribed undermines the procedural foundation of the complaint, casting doubts on the 

legal validity of the entire proceeding against the Respondent. 

(c) The reliance on the SFIO report without independent verification raises concerns about 

the fairness of the disciplinary process, and there is a need for critical re-examination of the 

evidence, suggesting that an independent assessment would reveal a misinterpretation of his 

actions and the contextual dynamics within the Company. 

(d) The observation of the Disciplinary Committee regarding the Respondent's 

communication with various customers of the Company necessitates a clarification of roles and 

responsibilities within the organizational structure. The crux of the matter lies in the delineation 
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clf duties concerning the preparation and presentation of financial statements, which, according 

t
1

b corporate governance principles, rests squarely with the Board of Directors of the Company. 

(~) The absence of corroborative evidence and the failure to seek additional information 

~ave significant implications on the integrity on the disciplinary process. 
I 
I 

(,f) The Respondent's adherence to the instructions from senior management should not be 

cionflated with a personal or professional endorsement of those practices, especially in the 
' 
Jbsence of evidence demonstrating explicit knowledge or intent to engage in misconduct. 
I 
I 
(g) The principle of natural justice demands that the adjudicatory body hearing a matter 

~hould remain consistent throughout the proceedings to ensure fairness, transparency, and the 
I 
impartiality of the process. The potential for a different Disciplinary Committee to issue the final 

brder diverges from the established legal doctrine that the adjudicators who hear the evidence 

1nd arguments should be the same as those who render the final decision. 
I 
(h) Accordingly, the Respondent should not have been held guilty of professional misconduct 

In the present matter and no punishment aught ta be awarded to the Respondent under the 
I. 
circumstances. 

! 
(' The Committee considered the reasoning as contained in Findings holding the Respondent 

(Guilty' of Professional and Other misconduct vis-a-vis verbal and written representation of the 
I 
,Respondent. The Committee noted that the issues/ submissions made by the Respondent as 

~forestated have been dealt with earlier by it at the time of hearing under Rule 18. As regards 

~he submission of the Respondent that since there has been a change in the composition of the 
' ;committee and thus, fresh hearing is required in the case, the Committee keeping in view the 

/following observations of the Honorable Appellate Authority in Para 8 of its Order dated 14th 

!June 2021 passed in Appeal no. OS/ICAl/2020 in the matter of Devki Nandan Gupta •-vs- ICAI and 

bthers, was of the view that there is no merit in the contention of the Respondent: 

"We find no substance in the appellant's plea that due to change in the composition 

of DC who hod passed the order doted 08.02.2018 the new DC with changed mem/:Jers 

could not have passed the final order doted 07.11.2019 .......... .. 

We ore of the view that no prejudice whatsoever was caused to the appellant due to 

change in the composition of the DC who had held him guilty of 'professional 

misconduct' under Clause 7 of Part - I of the Second Schedule and the one who had 

finally awarded punishment vide order doted 07.11.2019. In fact, the changed DC was 

not expected or required to hear arguments afresh on merits to find if the appellant 
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was guilty of 'professional misconduct'. The said Findings had already been recorded 

by the previous' DC in its order dated 08.02.2019 and attained finality qua the 

changed DC. The changed DC was required only to heor the appellant on the quantum 

of punishment/penalty and for that, the appellant was afforded reasonable 

opportunity of being heard." 

6. Thus, keeping in view the facts and circumstances of the case and material on record 

including verbal and written representation of the Respondent on the Findings, the Committee 

held that the role of the Respondent is clearly evident that he, being the then GM Finance of the 

Company, was responsible. for the falsification of accounts. The Committee viewed that the 

Respondent was instrumental in executing the various tactics of the top management to inflate 

the sales and thereafter to manage the account receivables like in circuitous transactions with 

Shivam Group, managing/reducing the aging of accounts receivable by resorting to the 

malpractice of 'In and Out transactions', Franchisee Referral Program (FRP) and preparation of 

Regional Outstanding Reports (ROR). The Committee further held that the Respondent in the 

extant case has not discharged his duties diligently and involved in execution of the manipulative 

practices followed by the Company. 

7. The Committee was of the view that even though the Respondent has claimed to not 

have been a part of the decision making authority in the Company, yet in his capacity as GM 

(Finance), he would have been a part of the execution of those decisions. The Committee held 

that being GM (Finance), the Respondent was in fact directly involved in execution of the 

manipulative practices followed by the Company. Therefore, he cannot escape from his liability 

by merely stating that he was not a part of the decision-making process. 

8. The Committee was of view that a Chartered ·Accountant in capacity as a senior 
,x·. '-~' . •'-'-' '· ':•:-,,., , " , : 

employee of the Company is expected to render his services in utmost professional manner with 

complete integrity and is supposed to protect the interest of all the stakeholders of his employer 

Company and failure on the part of the Respondent has clearly brought disrepute to the 

profession. Hence, the Professional and Other Misconduct on the part of the Respondent is 

clearly established as spelt out in the Committee's Findings dated 05th February 2024, which is to 

be read in consonance with the instant Order being passed in the case. 

9. Accordingly, the Committee was of the view that the ends of justice would be met if 

punishment is given to him in commensurate with his Professional and Other Misconduct. 
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10. Thus, the Committee ordered that the name of the Respondent i.e., CA. Anand Agarwal 

(M. NO. 095781) be removed from the register of members for a period of 01 (One) year and 

also imposed a fine of Rs. 1,00,000/-(Rupees One Lakh) upon him, which shall be paid within a 

period of 60 (sixty) days from the dat.e of receipt of the Order. 

Sd/-

Sd/-
(CA. RANJEET KUMAR AGARWAL) 

PRESIDING OFFICER 

Sd/-
(SHRI JIWESH NANDAN, I.A.S. {RETD.}) 

GOVERNMENT NOMINEE 
(MS, DAKSHITA DAS, I.R.A.S.{RETD.}) 

GOVERNMENT NOMINEE 

Order- CAiAnand Agarwal (M, NO. 095781) 

Sd/-
(CA. ABHAY CHHAJED) 

MEMBER 
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CONFIDENTIAL 

DISCIPLINARY COMMITTEE[BENCH IV(2023-2024)] 

[Constituted under Section 21 B of the Chartered Accountants Act, 1949] 

Findings under . Rule 18(17) of. the Chartered Accountants (Procedure of 
lnvesticjatioris of Professional and • Other Misconduct and Conduct of Cases) 

• Rules, 2007. 

File No: [PR/322/2014/OO/341/2014/DC/492/2016] 

IN THE MATTER OF: 
Joint Director(CL) 
Serious Fraud Investigation Office, 
Ministry of Corporate Affair, Govt. of India, 
2nd Floor, Paryavaran Eihawan, 
C.G.O. Complex, Lodhi Road, 
New Delhi-110 003 

Versus 

CA. ANAND AGARWAL (M. NO. 95781) 
68, First floor, Uday Bank, 
New Delhi-110 049 

MEMBERS PRESENT: 

CA. Ranjeet Kumar Agarwal, Presiding Officer (In person) 

...... COMPLAINANT 

...... RESPONDENT 

Ms. Oakshita Oas, I.R.A.S. (Retd.), Government Nominee (In person) 
CA. Mangesh P Kinare, Member (Through VC mode) 

DATE OF FINAL HEARING 

DATE OF DECISION TAKEN 

PARTIES PRESENT • 
. . . 

21"1 November 2023 

09th January, 2024 

. MsiA~~:~ksh~ Bhadouria, ~~- Assistant Director:- Complainant's Representative 

Shri Alok Singh; Advocate: .!. Counsel for Complainant 

CA, Anand Agarwal:- Respondent 
':' i .;:- : .'~:. . ' ' 

CA. A P Singh:- Counsel for Respondent 

CA. Utsav Hirani:- Counsel for Respondent 

(Above person(s) appeared through video conferencing from their respective 

place(s)) 

Joint Director (Cl), SFIO, MCA -vs- CA. Anand Agarwal (M. No. 095781) • Page 1 
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1. Background of the case: 

The Ministry of Corporate Affairs, Government of India under Section 23'5 of the 

Companies Act, 1956 vide order dated 29.05.2012 directed the Serious Fraud 

Investigation Office to investigate into the affairs of Reebok India Company (hereinafter 

referred as 'the Company'). On perusal of the copy of the Investigation Report brought 
. .. - -

on record by the Complainant, it is noted that the investigation report was prepare:d on 

the basis of books of account and other records maintained by the Company fot the 

year ended 31st December, 2011. The Respondent, who is Chartered Accountant and 

member of !CAI wasworking with the Company as General Manager (Finance} and. was 

responsible for maintaining the true and correct affairs of the accounts of the Company. 

The focus on achieving global sales targets led to manipulation of sales returns, 

resulting in inflated sales figures over several years. The SFIO conducted inv,estigation 

and the investigation has concluded that the Respondent being the General Manager 

(Finance) misused his power and played an active part in fudging and falsification 0f the 

accounts of the Company and even used the forged documents as genuine, which 

caused wrongful loss to the Company. 

2. Charges in Brief: 

The Respondent who is a Chartered Accountant was expected to be aware of all 

statutory provisions and correct procedures relating to treatment of deposits, 

receivables in the books of accounts of the Company but deliberately connived with 

other officials of the local management and aided the management in the falsification of 

the books of account of the Company, which resulted in not giving the true and correct 

picture of the affairs of the Company. Hence negligent being a Chartered Accountant 

had misled the public and shareholders; including Adidas AG and other stakeholders. 

3. The relevant issues discussed in the Prima facie opinion dlated 08th 

December, 201.4 formulated by Director (Discipline) in the matter in brief are :given 

below:. 

Joint Director (CL), SFIO, MCA -vs- CA Anand Agaiwal (M. No. 095781) Page 2 
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3.1 JStc:itement of the Respondent the· then Gerneral Manager (Finance) of the 

Company was recor,ded on .oath i:J/s 240(2) on 02nd November 2012, wherein in 

regard ofARs (AccountsReceivables) he stated that: 

i) "In & Out" transaclibnswere booked with the objective of managing and reducing 

the ageing of the outstanding ARs (Accounts Receivables). 

ii) The instructions were issued by the CFO to write emails to various customers 

from whom this money was to be arranged. 

iii) The back dated cheques were collected in first week of January 2011 on the 

specific instructions of the CFO. 

iv) The funds were routed to the customers' bank accounts by the Company through 

RTGS or cheques, since these customers had no sufficient balance in their accounts 

to honour the cheques purported to have been received as payments for outstanding 

ARs (Accounts Receivables). 

v) After transfer of funds from the Company the cheques were deposited in bank 

and.payment realised .. · 

Iii) The ledger accounts of such customers and some other customers were 

adjusted for such receipts even though the Company did not receive the net cash 

inflow. 

3.2 The statement of the Respondent was recorded on oath on 02.11.2012, when he 

was under the judicial custody, after due permission by the Hon'ble Court. In his 

statement, in respect of RORs (Regional Outstanding Reports) it was stated by him that 

(C-150): 

i) The system of RORs was started in the year 2005 when adirace system was not 

•·· even existence. 

· .. ii) ~~Rs were introduced to help the regional accountants to monitor and keep 
I'· 

control over the various reconciliation items claimed by different customers. 

iii) • Most of the claims suggested by these customers were eventually found to be 

much lesser in value than were initially claimed. 

Joint-Director (CL), SFIO, MCA-vs- CA. Anand Agarwal (M. No. 095781) Page 3 
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iv) . After verifi~tion oft~?se claims and approvalby the~,?~P•}~e,~fi~~i.~~{~Gr!f, . 

passeda~d reflected in.the ?oqks ofac:count and. then fefll()V.e,d\fr~mthei~P~f\.:,:!{:[:}>::}:f 

\/) I RORs: were: nothing l but the working papers to recori~iif the ~krioJs 'itet.~;o( ; 

claims, which were to be settled against the official ARs pending .against such 
I • 

customers. 

vi) I The very purpose of RORs was to have better grasp and control over the 

outstanding receivables and if such ARs were locked up for long, the reasons for the 
I 

same. 

viii' He did not know if the words "RORs" were in the knowledg,::! of the 

Gl6bal/Regional HQs, but he could certainly say that it would be very naive on his part 

to 
1

suggest that the items mentioned in the RORs for reconciling the outstanding ARs 

wJre not known to them, especially with the background that the outstanding ARs had a 
I 

DSO of nearly a year continuously for last two years i.e. 2010 & 2011. 

I . 
3.3 In his statement recorded on oath under Section 240(2) of the Companies Act, 

I 
1956 on 02.11.2012 the Respondent in respect of FRP (Franchisee Referral Programs) 

I 
stated that:-

i) FRP Scheme was introduced by the management to collect advances from 

prospective customers as there was a dire need for finances and also to reduce the 

acieing of the ARs (Accounts Receivables); 

ii)/ this scheme was under the knowledge and approval of the Global Finance Team 

(headed by Mr. Clause Heckerott); 
I 

iii) no separate ledger account was opened to record the FRP collections; and, 
I 

iv) collections were clubbed and accounted for in the existing customers ledger 
I 

accounts and reduced the existing outstanding ARs (Accounts Receivables). This was 
I 

done with the view to reduce the existing ARs (Accounts Receivables) on the specific 
. I 
instructions of the CFO. 

I 

)4 Falsification of books of account and Financial Statements by booking fictitious 
I 

sales through raising prices of goods. already sold retrospectively for 2010 and 2011. 

Joint Director (CL), SFIO, MCA-vs- CA. Anand Agal\'lal (M. No. 095781) 
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•. In resl?ect of above allegation, the Investigation Report of SFIO reveals that: 

,· "TojYtvvofunc(ionaries of the Company, Subhinder Singh Prem, Ex MD and Vishnu 

Bhagat, Ex CFO/COO, in collusion with Shri Anand Agarwal, Ex GM (Finance) 

(Respondent) and Shri Manish Marwah, Ex GM (Receivables) inflated the sales for the 

• years 2010 and 2011 to the extent of Rs 31.83 crore and Rs 53. 78 crore, respectively, 

and thus falsified the books of account of the Company for the years 2010 and 2011. 

Shri Shahin Padath, Director was aware of this manipulation but did not take steps to 

reverse it". 

3.5 In respect of allegation of falsification of accounts receivable (debtors) in the 

books of account by in-out transactions with selected customers to show fictitious 

collections during 201 O and 2011; investigation report reveals that: 
' ' ' 

"Dt/ring. investigation, the following officers/officials of the Company were found involved 

for.rnahipulating the Accounts Receivable of the Company.as they had contacted the . /' ' ' 

selected customers, as stated by them in their.statements on oath: 

.SI. ' Officials of the Company Names of Customers to 
No. who contacted customers whom officials of the 

Company contacted 
1 Soumyabrata Mukherjee Shri Munish Bali, Proprietor of 

Preetpal Singh Mis Munish Enterprises 
Anand Agarwal 
Akshat Sharma 

2 Preetpal Singh Shri Vikas Gupta, Director of 
Singh Olympics P Ltd. (SOPL) 

3 Soumyabrata Mukherjee Shri Jatin Lamba, Proprietor of 
' . ' ,' iAhand Agarwal • • Ashana fa1terprises 

,, 
' :i, . .Kapil Agarwal · ' ! 

A Soumyabrafc1 Mukherjee· Smt Pragati Larrba, ProP.rietor 
I Kapi/Agarw~I ... , of Pragatl Enterprises 

:'o/ .. Soumyabrata Mukherjee Shri Sushi/ Jaju, Proprietor of 
Preetpal Singh Mis Basics 
Anand Agarwal 
Nikhil Upadhaye 

-. ., ••,-•·e~ -·-·o~ .. - -- ... , _____ ,,,,-, ,. ___ ., 

ll Soumyabrata Mukhiirjee Shri Rajiv Lamba, Proprietor of 
Kapi/ Agarwal Mis Ashana Overseas 

)), Joint Director (t:L), !::il-lU, MCA -vs- CA. Anand Aga1Wal (M. No. 095781) Page 5 
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1. Shri Soumyabrata Mukherjee, Manager (Accounts Receivable) 

2. Shri Preetpal Singh, Regional Sa/es Manager (North) 

3. Shri Anand Agarwal, General Manager (Finance) 
.. . I 

4. Shri Akshat Sharma, Executive (Finance) 

5. Shri Kapi/ Agarwal, Manager (Finance) 

6. Shri Nikhil Upadhye, National Sa/es Manager 

3.6. During investigation, Shri Anand Agarwal (Respondent), the then General 

Manager (Finance) of the Company stated on oath that on the specific instructions by 

Shri Vishnu Bhagat, the then CFO of the Company, emails were written to various 

customers from whom the money was to be arranged and the back dated cheques 

were also collected in the month of January, 2011. The authorisation letter of 

remittance of funds through RTGS to the customer accounts were signBd by Shri 

Subhinder Singh Prem, the then MD of the Company and Shri Vishnu Bhagat, the 

then CFO of the Company. 

3. 7. The Respondent claims to have not been a part of the decision-makin!g authority 

in the Company, yet it was clear that in his capacity as GM(Finance) he would have 

been a part of the execution of those decisions. 

3.8. The Director (Discipline) in Prima facie Opinion dated 8th December 2015, has 

held that the Respondent is prime facie guilty of professional and Other misconduct 

falling within the meaning of Clause (2) of Part IV of First Schedule and Clause (1) 

of Part II of Second Schedule to the Chartered Accountants Act, 1949. The said 

Clause to the Schedule to the Act, states as under: 

,., Joint Director (CL), SFIO, MCA -vs- CA. Anand Agarwal (M. No. 095781) Page 6 
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ClauseJ2/ of Part IV.of the First Schedule 
"AmeAJber of:thednstitute, whether·in practiGe or not, shall be deemed to .be guilty of 

other. misconduct, if he: -

(2) in the· opinion of the Council, brings disrepute to the profession or the Institute as a 

result of his action whether or not related to his professional work." 

Clause (1) of Part II of the Second Schedule 

"A member of the Institute, whether in practice or not, shall be deemed to be guilty of 

professional misconduct; if he: -

(1) contravenes any of the provisions of this Act or the regulations made thereunder, 

or any guidelines issued by the Council." 

3.9. The Priri,a Facie Opinion formed by Director (Discipline) was considered by the 

Disciplinary Committee at its meeting held on 28th December 2015. The Committee on 
• . ·y, . ' 

. consideration ofthe same, concurred with the reasons given against the charges and 

thus, agreed with the prima facie opinion of the Director (Discipline) . that the 

Respondent is, prima facie GUil TY of Professional and Other Misconduct falling within 

the meaning of Clause (2) of Part IV of First Schedule and Clause (1) of Part II of 

Second Schedule to the Chartered Accountants Act, 1949 read with Chapter II of 

Council General Guidelines 2008 1-CA(7)10212008 dated 08th August, 2008 which 

deals with conduct of a member being an employee and accordingly, decided to 

proceed further under Ghapter V of the Chartered Accountants (Procedure of 

Investigations of Professional and Other Misconduct and Conduct of Cases) Rules, 
' 

• 2007. 1hE'l Committee also 'directed the Directorate that in terms of the provisions of 

sub-rule (2) of Rule 18, the prima facie opinion formed by the Director (Discipline) be 

•. sent toJtie Complainant and the Respondent including particulars or documents relied 

. upof1by the Director (Discipline), if any, during the course of formation of Prima Facie 
·::.·. ':: '. 'j'i(, '·, ·, ,. : .' ' ' ' ":.;. • 

Opinion and the Respondent be asked to submit his Written Statement in terms of the 

provisions of the aforesaid Rules, 2007. 

Joint Director {CL), SFIO, MCA-vs- CA. Anand Agaiwal (M. No. 095781) Page 7 



4. Date(s) ofWritten submission/ pleadi~g by,parti~s-: • . . . 

4.1 The Relevant,deta.ils, e;>f filing-ofdocur:nents in theijnstai;Jt •tase-iby,~the:P:alfi~~1ar;e: i . 
• given1below: . • • • • • • ·•·· 'i • i} 1/} Jtt)/fil:\!!:J});%, 

S.No. Particulars Dated 

1. Complaint in Form 'I' filed by the 20th October, 2014 
Complainant. 

2. Written Statement filed by the 04th March, 2015 
. 

Respondent. 

3. Prima Facie Opinion by the Director oath December 2015 
(Discipline). 

4. Further Written Submissions by the 03rd April 2019 
Respondent. 20th May 2019 

. 20th July 2019 
oath April 2023 
09th September 20,!3, 
111h December 2023 

5 Written Submissions filed by the Respondent: 

The Respondent made written submissions, which are summarized as under:-

5.1 Submissions of the Respondent made vide letter. dated 03rd April 2019 and 20th 

May 2019: 

5.1.1 The Director (Discipline) in prima facie opinion has not pin-pointed ainy specific 

act of gross negligence or violation of the provisions of the Chartered Accountant Act, 

other than relying upon the SFIO investigation report. In the absence of specific 

. charge(s) against him, he could not file written submissions in this case. 

5.1.2 The Respondent requested to summon the following witnesses: 

a) Sandeep Mathur, Ex-DGM Finance, Reebok India Company. 

b) Vikas Uppal, Ex-Manager Receivables, Reebok India Company. 

c) Anurag Sharma, Ex-Sales Head, Reebok India Company. 

d) Amit Dwivedi, Ex-Finance Executive, Reebok India Company. 
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• 5.2 Submissions of the Respondentmade vide,,letter dated 20th July 2019 .. 

5.2.1 The Respondent was an employee of the Company (RIC) and was duty bound to 

execute the established SOP of Company in accordance with Indian GAAP. No benefit 

was obtained by the Respondent from alleged fraud in the Company. Performing duties 

in accordance with SOPs of the Company should not be treated as professional 

misconduct. 

5.2.2 He was working as GM (Finance) in the Company. He was not an authorised 

signatory to authenticate the financial statement of the company. 

5.2.3 He had no .role in retrospective or prospective price increases. It was a normal 

practise to increase prices of products periodically. 

5.2A • Transactions with Shivam Group were at arm's length price and in any case, he 

had no role to play in choosing/awarding/finalizing any transaction with said entity. 

5.2.5 The Respondent was not part of team who formulated FRP (Franchise Referral 

Programme). He had not signed any approval sheet of FRP and was not beneficiary to 

this scheme. 

5.3 Submissions of the Respondent made vide letter dated 08th April 2023 and 09th 

September, 2023: 

5.3.1 Subject complaint was not signed/authorized by an officer of the rank of the Joint 

Secret~ry as per requirementof the Chartered Accountants (Procedure of Investigations 
. . ' 

of Profe!isional and Other Misconduct and Conduct of Cases) Rules, 2007., Director 
' • ,, ' I i 

• ... (Oisc:ipline) has expanded the scope of the allegations by referring and quoting the 
' i' ' 

. SFIQ Report. 

5.3.2 The. Respondent raised objection on maintainability of subject complaint case. 

He submitted that authorisation letter dated 23.04.2014 of Complainant Department, 

authorised Joint Director, SFIO to file complaint against the Statutory Auditor and 

~ Joint Director(CL), SFIO, MCA-vs- CA. Anand Agarwal (M. No. 095781) Page 9 



(PR/322/2014/00134112014/llC/4~il2016] • f) 
' ,, ' 

Company Secretar;ies of the Company only. The Responde9t~as neither a Stc!!~t~ry: • 

Aud.itor nor was Cpmpany ~ecretary, Accordingly, the whole;prqcE1efiin~s ~flhis)'d~s{ • 
, -j',,-··1, ! • ,: ' !-) ·', : .. , .. ; :f_·i.:\,. 

stand void0 ab0 initio. • ): • • • : :::,;:: f! 
. !,i;i: :- · ·':"-U!'..'_:: 1)ei., 

5.4 Submissions of the Respondent made vide E-mail dated 11 th December :2023: 

5.4 .. 1 The Respondent raised objection regarding authority letter of the Complainant for 

filing subject complaint case against the Respondent with ICAI. 

5.4.2 The Respondent submitted that his name was not mentioned in the FIIR lodged 

with Police Authorities. He himself was an internal Complainant and a whistle blower, 

exposing operational deficiencies between the former Chief Financial Officer/ Chief 

Operating Officer. and Managing Director. He resigned from the services of the 

Company in August 2011 a year before when the action was taken by SFIO or the filing 

of an FIR. 

5.4.3 The Respondent requested to call for internal correspondenc:e/e-mails 

exchanged among the senior officials/top management of RIC Limited during the period 

01 st January, 2012 to 31 st December, 2012 to enable him to defend properly. 

5.4.4 He further submitted that the Complainant (SFIO) made similar complaints with 

20 other agencies (including the IROC, ED, FIPB, ICSI, CBDT, PCOAB-USA, German 

Tax Authorities etc.) for initiating action in this matter. However, no single aiiency has 

named the Respondent as an accused or guilty of allegations as contained in subject 

complaint case made by SFIO. 

5.4.5 Thereafter, the Respondent submitted that in year 2019, the Committee 

examined one witness who supported the arguments of the Respondent. The request of 

the Respondent to summon other witnesses was not acceded to by the Disciplinary 

Committee.·· 

5.4.6 There is no report/order on record passed by any other Authority to whom 

complaint(s) was made by the Complainant (SFIO). The Respondent was an ordinary 

employee of the Company and had not signed/certified the Company's financial 

statements. 
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•·Btttef?of'the-Pioceedi11gs: 6 

6.1 The details ofthe·hearing(s) fixed and held/ adjourned .in said matter is given as 

under: 

Particulars Date of Meeting(s) Status 

1st Meeting 26th October 2016 Meeting cancelled due to unavoidable 
circumstances 

2nd Meeting 22nd November· Adjourned at the request of the Complainant 
2016 

. 

3rd Meeting · 28th March 2017 Adjourned at the request of the Complainant 

4th Meeting 12th July 2017 Adjourned at the request of the Respondent 
. 

5th Meeting 22nd August 2017 Adjourned at the request of the Respondent 

6th Meeting • 03rd April 2019 Adjourned at the request of the Complainant 

7th Me~ting • 27th May 2019 Part heard and adjourned 

8th Meeting 24th September Part heard and adjourned 
2019 

9th Meeting 15th October 2019 Adjourned 

1 oth 22nd March 2023 Part heard and adjourned 
Meeting 

.. 

11th 11 th April 2023 Part heard and adjourned 
Meeting 

12th 26th July 2023 Adjourned 
Meeting 

13th 10th August 2023 Part heard and adjourned 
Meeting 

14th 14th September Part heard and adjourned 
Meetir;ig 2023 

; ,. ,, 

·!;:;,, ' . 

15?' 25\h October 2Q23 , Fixed and adjourned at ;the request of the 
Meeting, ' Respondent 

' 

16th 21 st November Hearing concluded and Judgement Reserved 
Meeting 2023 

17th 09th January 2024 Decision taken 
Meeting 
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' ' •• : ,,_ ' •:>: .:-,:' \,,\;·::· :· /"'"' 

6.2 On the day of hearing on 22nd March 2023, the Committee' riuted;,ttiat 11le:' ., 
:· . ::: ,. , ,. ;:_.:· _·: ,'. ·,-•,; ;:, _:: ,:_- I ' • 

Complainant along with Investigating Officer and Respondentii.vere presentbeforlit,fo'r< 
i i . _ >: ",. : , ,' ·,· , : .... , 1 

:'. :,· .. :(-·· ·' , ' ,' 

hearing through video conferencing mode. Thereafter, they all made a declar,ation that ' 

there was nobody except them in the room from where they were appearing and that 

they would neither record nor store the proceedings of the Committee in any form. 

The Committee enquired from the parties to the case that since the composition of 

the Committee had changed after the hearing held on 15th October 2019 in !this case, 

whether they wished to have a de-novo hearing or would continue from the stage it was 

last heard. The Respondent opted for de novo hearing and accordingly both parties i.e. 

Complainant and the Respondent were administered on Oath. As the proceedings 

started de-novo in the current year, the facts of proceedings commencing from current 

year are given in this finding. The Committee enquired from the Respondent as to 

whether he was aware of the charges; and the same were read out. The Respondent 

replied that he is aware of the charges but pleaded Not Guilty to the charge,s levelled 

against him. 

The Committee, looking into the fact that the matter is placed before it for hearing 

for the first time, decided to adjourn the matter for hearing to a future date in view of 

Rule 18 (9) of the Chartered Accountants (Procedure of Investigation of Professional 

and Other Misconduct and Conduct of Cases) Rules, 2007. With this, the cas1~ was part 

heard and adjourned. 

6.3 Thereafter on the day of hearing on 11th April 2023, the Committee noted that 

authorized representative from Complainant Department along with Couns1~l and the 

Respondent along with his Counsels were present through VC before it for hearing. As 

this case was part heard, the Committee asked the Complainant to substantiate the 

charges against the Respondent. The counsel for the Complainant made his 

submissions, 
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• The CounseHfor the:Respondent raised the 1issue 0thaMhe ,complaint filed in Form 

"I" dated. .20th • October 2014. was without· proper authorization as prescribed in the 

Chartered Accountants (Procedure of Investigation of Professional and Other 

Misconduct and Conduct of Cases) Rules, 2007. The Committee advised the 

Complainant to provide the copy of authorization given at relevant time from their 

records, 

At this stage, the Counsel for the Respondent requested the Committee to call for 

and provide the entire set of internal correspondence/e-mails exchanged among the 

senior officials/top management of RIC Limited during the period 01 st January 2012 to 

31 st December 2012 to enable the Respondent to defend himself properly. The 

Committee, in this regard, noted that the onus of production of • relevant 

documents/evidence in his defence was on the Respondent In view of the same, the 

Committee did not accede to the request of the Respondent. .~ • : '. 

6.4 ©n the day of hearing on 26th July 2023, the Committee deferred consideration of 

the captioned case. 

6.5 On the day of hearing on 10th August 2023, the Committee noted that Ms. 

Saumiya Bansal, Senior Prosecutor, SFIO was present through Video Conferencing 

mode. The Counsel, Mr. Alok Singh, Advocate from Complainant Department was 

present in person. The Committee further noted that the Respondent along with the 

Counsel were present through Video conferencing mode. Thereafter,. they gave a· 

decl~ratiqn th~t there was nobody present apart from them from the place they were 

' ,a·ppearJng and that they would neither record nor store the proce~dings of the . . . ' 
corn)nitt~e in anyiform. 

, I, ... 

The Counsel for the Respondent submitted that at last meeting held on 11th April 

2023, the Complainant was asked to provide the authority letter of the Complainant 

Department for filing subject complaint case with the disciplinary directorate of ICAI. The 
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Counsel for the ComplainanLplaced on record, the copy qf•the, authririty, lette~:rand 
, ., . • .. • • , ,, .: : :r::::: ••. • .-. , ,. • - , .1 ri_>"·-·)·; 

pointed out that there was clerical error regarding ,the date of the said letter, as the letter 

w~s dated 23rd April 2014, 0hereas in Form I, the date of letter \ilfas me~tionEld ~s 25\h, • 
, , . •! ! ; ' :i{ •I' •• :• : •.• •::;,;, ··:_i:-:::;:.:(:,u 

April 2014. He further informed, that the said letter has been provided to the Comniittee 

vide email dated 03rd May 2023. 

The Counsel for the Respondent submitted that he has not received the said 

authorization letter and requested the Committee to provide a copy of the same to him 

and after perusal of the said letter, he would file his submissions on this matter, as it has 

been placed on record by the Complainant department after 09 years of filing of this 

complaint. The Counsel for the Complainant submitted that the said authority letter 

already existed as on the date of filing of Form I, and same may have filed earlier also 

which he would check the record for this effect. The Committee directed the office to 

provide the copy of the authority letter to the Respondent and directed the Respondent 

to file his Written Submissions within one week time with a copy to the Complainant. 

With this, the case was part heard and adjourned. 

6.6 On the day of hearing on 14th September 2023, the Committee noted that Ms. 

Saumiya Bansal, Senior Prosecutor, SFIO along with Mr. Alok Singh, Advocate were 

present through Video Conferencing mode. The Committee further noted that the 

Respondent along with Counsel were present through Video conferencing mode. 

Thereafter, they gave a declaration that there was nobody present apart from them from 

the place they were appearing and that they would neither record nor store the 

proceedings of the Committee in any form. 

The Counsel for the Respondent contended that the authorization letter dated 23rd 

April 2014 filed by the Complainant department (i.e. SFIO) as per directions of the 

Committee was not proper. The Counsel submitted that as per said letter, Joint Director, 

SFIO was authorized to file complaints with the ICAI and ICSI against the Statutory 

Auditors and Company Secretaries and there was no mention and/or authorization to 

file complaint against the employees of the Company and that the Respondent was an 
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employee of the Company. • So, in the absence of specific ·authorization to file a 

complair:it against the Respondent, this matter may be closed. The C0unsel for the 

Complainant submitted that the authority letter of Complainant department has been 

filed. Since, the matter was related to the fraud of Rs. 870 Crores, Respondent was 

required to make his submissions on merits and not to discuss the technicalities of the 

matter., He added that the intent of the authority letter of SFIO was to file a complaint 

against: any Chartered Accountant with the ICAI who is involved in wrongdoing in 

subject matter_ 

The Committee also noted the contents of relevant judgement in the case of 

Subash Agarwal Vs. ICAI of Hon'ble Calcutta High Court, wherein Hon'ble Calcutta High 

Court mentioned that technical lapse in the authorization to file complaint is curable. In 
' I·, 

. accordance with the above judgement, the Committee was of the view thatin any case 

the defect, if'any, in the authorization for filing complaint was curable as such. The 

Committee .observed that substance over form should be seen and accordingly the 

matter be proceeded with and submissions in the matter be made on merits by the 

parties. The Committee asked the Counsel for the Respondent to continue with his 

submissions on merits. 

The· Counsel for the Respondent submitted that although the reputation of the 

Respondent is at stake, the issues raised by him were relevant However, he agreed to 

go ahead as per the instruction of the Committee and will accordingly proceed ahead 

and make his submissions on merits at next hearing. The Committee advised both 
' . ·,. ,•,• ! ··,,. • ,: . ' • ·,. 

;, ,:Part,i~$.J9:T~~e th~ir submissions on merits at the next hearing. With this, the case was 

• 

11 

part1he~'td an~1adfdurned. 
. • ,-1·1, , , , 

~ 

' ','i 

6. 7, 1 
. Thereafter oh the day dfhearing on 25th October 2023, the Committee noted that 

'' : ·j"" ' ,, i'· ' ' 

the Respondent vide email dated 24th October 2023 had sought adjournment due to 

medical exigency. Acceding to the above plea of the Respondent, the Committee 

adjourned the case to a later date with a view to extending one final opportunity to the 

Respondent to defend the charges. 
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:;. 
... ' ·.,• .. , 

' ::: ' ' ., . : _:;:y:::. 
The Committee was-ofthe view. that sufficient'.opportuni~ies have beeti;gran!e'<:!:1W .. 1 ' r , 

• . : ' • · ;,_ • ; . I i · ' • • ~ j(~t,;: i' [ ; ,' . •• ! ,.I~ 

the Respondent.and direci(;)d the office to inform the, ~espqi]p~nt tt:iaf)n ,c;a~eiQ(;hi,~:, {,, • 
• ' _'I• r ~ • : '. ,• >::::'; • • . 

failure to participate in the next hearing, the matter would be proceeded ex-parte the 

Respondent. With this, the case was adjourned to a future date. • 

6.8 On the day of final hearing held on 21s< November 2023, the Committee noted that 

Ms. Akanshka Bhadouria, Senior Assistant Director, SFIO alongwith Mr. _Alok Singh, 

Advocate were present through Video Conferencing mode. The Committee further 

noted that the Respondent along with Counsel were present through Video 

conferencing mode. Thereafter, they gave a declaration that there was nobody present 

except them· from where they were appearing and that they would neither record nor 

• store the proceedings of the Committee in any form. 

The Committee noted ,that the Respondent was already on Oath and asked the 
\ 

Counsel for the Complainant to make his submissions. The Counsel for the 

Complainant referred to prima facie opinion. The Committee asked the Counsel for the 

Complainant with regard to the status of cases filed in various other forums/authorities 

on the subject matter and whether any order had been passed in the. matter by any 

other forum/authority. The Counsel for the Complainant replied that he needs to 

ascertain the same and the instant case is filed before ICAI for professional misconduct 

as the Respondent is Chartered AccountanUmember of ICAI. 

The Com!Tlittee asked the Counsel for the Respondent to make his submissions 

further to previous hearing(s). The Counsel for the Respondent submitted that the 

Respondent was working as General Manager (Finance) of the Company and had not 

attested the financial statements of the Company. Further, he referred to his 

submissions dated 03rn April 2019 and provided a list of witnesses to be summoned for 

examination. The list included the ·(i) Ex-DGM (ii) Manager Receivables (iii) GM Sales 

and (iv) Finance Executive of the Company, namely S/Shri Sandeep Mathur, Vivek 

Uppal, Anurag Shanna and Amit Diwedi as witness before the Committee. The 
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Committee noted that as per records available with ii, the request of the Respondent 

was accepted by the Committee and these persons were summoned as witnesses of 

the Respondent before it. Thereafter, Mt. Amit Diwedi who appeared before the 

Committee was examined by the Respondent/Counsel for the Respondent in the 

meeting of Disciplinary Committee held on 24th September 2019. In view of the said 

facts, the Committee overruled the request of the Counsel for the Respondent for 

further examination of witness(es). 

Thereafter, the Counsel for the Respondent requested the Committee to call for and 

provide the entire set of internal correspondence/e-mails exchanged among the senior 

officials/top management of RIC Limited during the period 01 st January, 2012 to 31 st 
I• . ' 

December, 2012 to enable the Respondent to defend himself properly. The Committee 

instructed the:Courisel for the Respondent that the said plea was raised by him during 

the hearing held on 19/04/2023 and the same was declined by the Committee. Thus, for 

• . speedy disposal of the case, he should not repeat the arguments, which were already 

. on record. 

The Counsel:for the Respondent further submitted that the Director (Discipline) totally 

relied upon the report of the SFIO, while forming prima facie opinion and there were no 

corroborated evidences on record, which would prove the misconduct on the part of the 

Respondent who was employee of the Company. 

Based on the documents and information available on record and after considering the 

• •· ora.l;'~n~Written submissions made by the Counsel for the Respondent anclComplainant 

fespe6tii~1y, the Cor:nmitt~~ .concluded hearing in the matter. 

furt~er, th~ Committee dir~cted the Counsel for the Complainant to submit the Order 

(if any) ipassed by any other authority in this matter. The Committee also directed the 

Counsel for the Respondent to file his written submissions, if any, within next 10 days. 

With this, hearing in the case was concluded and Judgement was Reserved. 
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6.9. Thereafter on the day of hearing on 09th January 2024, lhe Committee not~f~a,t 
' ' i., ,, .,, ' 

the subject CJ:tSe was heard:by it at length in the presence of the parties concerneiLan~i. 

concluded the hearing at its meeting held on 21.11.2023 and the judgment was 

reserved. During the hearing held on 21.11.2023, the Committee directed the 

Complainant to submit the order if any, passed by any other Authority/Court(s) in this 

matter and directed the Respondent to submit his written submissions if any, within 10 

days. The Committee noted that the Complainant has not provided any order passed by 

the other authority/Court(s) as directed by the Committee, whereas the Respondent has 

submitted his written submissions as per the direction of the Committee through email 

dated 11.12.2023 and the same was considered by the Committee. 

After detailed deliberations, and on consideration of the facts of the case, various 

documents on record as well as oral and written submissions made by the Counsel for 

the Respondent before it, the Committee passed its judgement. 

7. Findings of the Committee: 

The Committee noted the background of the case as well as oral and written 

submissions made by the Complainant and Respondent, documents/material on record 

and provided its findings as under: 

7 .1 The Committee noted that certain preliminary objections were raised by the 

Respondent and same have been considered and disposed by it and the decisions 

taken thereof are given in para 6 above. 

7.2 The Respondent in his written submissions dated 11/12/2023 further submitted that 

the Disciplinary Committee in single hearing had concluded the subject case. The 

Committee noted the said objection of the Respondent and observed that since this 

case was first listed before the Committee for hearing in year 2016 and thereafter the 

same was adjourned due to various reason. The Respondent . made his 

submissions/arguments in various hearing (s) fixed in captioned case and even on the 

day of final hearing of captioned case, the Counsel for the Respondent made his 
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arguments at length. lfl view of this, the Committee was of the ,view that said objection 

of the-Respondent is not tenable. 

7.3 Further, the Committee noted that the Investigation Report of SFIO led to the 

framing of following charges against the Respondent: 

aj Falsification of books of accounts of the Company for the Financial Years 

2007, 2008, 2009, 2010 and 2011 using the retrospective price increase, non-

• booking of sales return, inflated sales to shivam group, ROR, in out transaction 

method, and falsification of the financial statement of the company for the year 

2010. 

(b) collection of deposits in the garb of FRP during the year 2010,2011. 

(c): Non°maintenance of books of accounts of the company for the year 2010. 

(d) Financial statement not giving a true and fair view of the affairs of the 

• cpmpany for the year 2010. 
' 

(e) The Respondent connived with other officials of the Management and aided 

the management in the falsification of the books of account of stakeholders, 
l 

which did not give the true and correct picture of the affairs of the Company. 

7.4 On perusal of the investigation report of SFIO, the Committee observed in as under: 

"It is clear that Prima Facie, the top two functionaries of the Company, 

Shubhinder Singh Prem & Vishnu Bhagat, along with Shri Shahin Padath, 

Director (finance), the Respondent, GM (Finance) and Shri Manish Marwah, GM 

(Receivable) inflated the sales for the years 2010 and 2011 to the extent of Rs 

• 31: 83 •• crore and Rs 53. 78 crore, respectively, and thus falsified the books of 
: " 

.?ccount.of the Compa~y forthe years 2010 and 2011. 
! · • ~ i :r.;;:, · I: 

' .i_,,::/ ,· ,: ' · ; I · :• .· , 

'"There is another email dated 04.03.2008 from the 'Respondent to Shubhinder 

Singh Prem on sales flash. The contents of which are reproduced below: 

"We need to report the sales flash today. 
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1 ,: : I ;, i , ; .. :, , ,,-, '\., !, .. ", 
The current, month's actual net sales are .48.5 crore agamst.a plan ,of 40.2 cr;ore 
. , . : .: : ' , ::i<' ::·: .,; .... : '_;; •. t -\•.'.,'.;(;<,:·;'I 

and a forecast of 36. 2 crore. • As discussed with Vishn~ B1agat we Bf'~ pl~7r1qmg: 
: , " •: !, ', •i: ,! ,: ' '. , :::· j ,.,c1:, ':. , .. I ; " 

to adjust Rs 6. 5 crore of credit notes to report net saleii"of Rs 41. 8crore which will • 

be 4% above plan and 15% above forecast. 

As a result of these credit note adjustments, the GP will be at 11.6 crore (28%) 

against a plan of 12.05 crore (31%) and a forecast of 11.4 (31%). 

The explanation of the increased sales will be opening of 4 m~w stores in 

February, which were earlier planned for Q2. 

The GP at 11.6 crore is in line with forecast. 

Please suggest if you want me to revise any workings. On your conl'irmation, I 

shall mail out the sales flash". 

On th~ same day, Shubhinder Singh Prem replied to the Respondent saying: 

"I would adjust more credit notes and report GP on forecast" 

This email clearly brings out the earnings management done at the Company by 

the local management team through management of top line by issuing credit 

notes to accommodate sales returns at its discretion. The Company had shown 

gross invoiced sale of Rs 51.88 crore, sales return of Rs 1.89 crore and net 

invoiced sale of Rs 49.99 crore for the month of February, 2008 which is quite 

close to the actual net sales of Rs 48.50 crore as stated in the above E1mail. The 

same modus operandi could also be seen in 2011 as is evident from the email 

dated 23rd September, 2011 and 11th October, 2011. 

Transactions with Mochiko Shoes Pvt Ltd. 

Shri Rajender Taneja, Director (Finance) in his Statement on oath ... confirmed as 

under: 

"On being asked regarding the officials, who were instrumental in preparation of 

these hundis and releasing the same to Mochiko, he stated that the authorisation 

letters along with the duly accepted hundis were signed by Shri Subhinder Singh 

Prem_ and Shri Vishnu Bhagat. All communications in this matter we,re made with 
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.ttie Respondent, Mr. Sandeep Mathur and MR. Girish Goel on behalf of the 

C " dmpany. 

7.5 In his statement recorded on oath under Section 240(2) on 05.10.2012, Shri 

Soumyabrata Mukherjee, Manager (Receivables) of the Company stated that: 

7.6 

i) In the first week of January 2011, the Respondent in the presence of Mr. 

• Manish, Mr. La/it Marwah & Mr. Sandeep Mathur explained to him that the 

Company was running short of collection to meet the AR (Accounts 

Receivable) targets and gave name of few customers with whom in-out 

transaction was to be operated. 

ii) The Respondent explained that first the Company will do RTGS to the 

respective customers from its various bank accounts between 4th January, 

• 2011 to 12th January, 2011 and amount similar to the remitted figure 

needs to be collected from the customer in the next day or two. 

iii) Then the cheques that we collect will be posted in December 2010 and 

the payouts won't be posted till the time direction comes from Senior 

Management. 

iv) The accounting entries made were under the direction of his'<seniors Mr. 

La/it Marwah, Mr. Manish Marwah & the Respondent. 

· v) Details of collections submitted to Mr. Manish Marwah were manipulated 

by him while forwarding the same to Shahin Padath. • 

During investigation, statement of the Respondent, the then General Manager 

'(Firfance) 6f the Company was recorded on oath u/s 240(2) on 2.11.2012, 

Wherein he :staled that: • 

i), •.• ,"In & Out" transactions were booked with the objective of managing and 
•• ' : . _i• •'I j 

· reducing tlie'ageing of the outstanding Ars (Accounts Receivables) . . ,, ' • •: . . 

ii) The instructions were issued by the CFO to write emails to various 

customers from whom this money was to be arranged. 

iii) The back dated cheques were collected in first week of January 2011 on 

the specific instructions of the CFO. 
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iv) 
' -'.. ';, .,::·):.: \;~:- }1~ 

The:tunds were routed to the customers0.bqnk ar;;cqunts.byctt1e,Coirlpahf1. 
· ! , • :1 ;; ' • ·:: -;:f:' ;:>·,: .. ·,-

throqgh RTG9 or cheques, since these cusf:om~rs had: no suffjei,(jrit 
'·: ' : ' ', ' • • 

balance in their: a'ccounts to honour the chequ~$p:urportedto·hav~:•beenl 
; 11,' , ' • I • .• ,;'":. ; I ,'. :'' .'. ;,::;, I ,. • • , J-1, 

.received as payments for outstanding ARs (Accounts Receivah/es): 

v). After transfer of funds from the Company the ct,eques were banked and 

payment realised. 

vi) Accordingly, the ledger accounts of such customers and some other 

customers were adjusted for such receipts even though the Company did 

not receive the net cash inflow. 

7.7 "The copies of RTGS payment authorisation slips, cheques issui3d by these 

customers, transaction details reflected in the bank accounts of the Company 

and summarised sheet containing details of In-Out Transactions. Enquiries were 

made from the following six customers and their statements were recorded under 

Section 240(2) of the Companies Act, 1956 wherein it was stated by them that 

the off.icials of the Company contacted them for these in-out transactions. The 

list of official of the Company who contacted these customers for in-out 

transactions as per their statements recorded on oath is as under: 

SI. Names of the Person and Officials who contacted these 

No. Customers of the Company persons/customers 

1 Shri Munish Bali, Proprietor of Mis Soumyabrata Mukherje,9 

Munish Enterprises Preetpal Singh 

Anand Agar:wal 

Akshat Sharma 

2 Shri Vikas Gupta, Director of Singh Preetpal Singh 

Olympics P Ltd. 

3 Shri Jatin Lamba, Proprietor of Soumyabrata Mukherjee 

Ashana Enterprises Anand Agar:wal (Respondent) 

Kapil Agar:wal 
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. 4 Smt •. Pragati Lamba, Proprietor of Se:JUmyabrata Mukher:jee 

Pragati Enterprises· Kapil Agarwal 

5. Shri Sushi/ Jaju, Proprietor of Mis Soumyabrata Mukherjee 

Basics Preetpal Singh 

Anand Agarwal (Respondent) 

Nikhil Upadhaye 

6 Shri Rajiv :Lamba, Proprietor of Mis Soumyabrata Mukherjee 

• Ashana Overseas Kapil Agarwal 

7.8 Frorri the depositions of the customers of the Company, it emerges that:-

• 7_.9 
: './:. 

•· . • The officials of the Cornpany wanted to reduce its ?ging debtors and meet its 
.. 

c9/lecti6n targets. 

• • The officials of the Company asked its debtors to issue ante dated cheques for 

the purpose. 

• Debtors issued cheques but having no funds to honour these cheques. 

• The Officials of the Company, then, transferred the funds to them through RTGS 

in January, 2011. 

• Subsequently, these customers transferred back the money in the bank account 

of the Company in January, 2011 itself. 

• Cheques were ante dated for the last week of December 2010 whereas these 

were issued in the month of January, 2011 only' . 

... f'rirna /acie, it .appea1. that Shri Subhinder Singh Prem, Vishnu Bhagat, the 

:::k~sJ)onB~ri(Mr, 'Maniih Marwah, La/it Marwah, $o~niyabrata Mukherjee, Kapil 
' ' . '."•, • I -· ' "' ' _ • :i •. . 1 • 

• Agarwal, S~ndeep Mathur, Preetpal Singh, Nikhi/Up1adhye, Akshat Sharma, Ms 
.) ' . . . 

Snigdha Roy,. Amit Dwived/, Naveen Sharma of the C~mpany colluded with these 

• ·• selected customers and appeared to be instrumental in execution of the in-out 

transaction, which resulted in reduction of the AR Balance, distorted the true 

nature of operating cash flows leading to falsification of the books of the accounts 

of the Company. Therefore, the said officials of the Company appear to be liable 
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for prosecution uls 477A of /PC for falsification of books of.accounts ofthe. 
~ . . .. 

Company for the year201Q and 2011. In addition, th$ .. persons :amongst them,· 
I · · . ! ! ' , • • : i : : ~ ; : : '. . 1 . 

who made the financial statements for the year· 201;0 .a~e ,,also, fiapl~:,fo(i ·' , 
• • • i.· ' " ' •. '' ·::•: : i . ,: . ,: 

prosecution uls 628 of the Companies Act, 1956 for furnishing false• financial 

statements with knowledge attributable to them". 

7 .1 0 The statement of the Respondent was recorded on oath on 2.11.2012, when he 

was under the judicial custody, after due permission by the Hon'ble Court. In his 

statement, it was stated by him that: 

i) The system of RORs (Regional Outstanding Reports) was started in the 

year 2005 when adirace system was not even existence. 

ii) RORs (Regional Outstanding Reports) were introduced to help the 

•• Regional accountants to monitor and keep control over the various 

reconciliation items claimed by different customers. 

iii) Most of the claims suggested by these customers were eventually were -
found to be much lesser in value than were initially claimed. 

iv) After verification of these claims and approval by the CFO, these claims 

were passed and reflected in the books of account and then removed from 

•• the RORs (Regional Outstanding Reports). 

v) RORs (Regional Outstanding Reports) were nothing but working papers to 

reconcile the various items of claims, which were to be settled B1gainst the 

official ARs pending against such customers. 

vi) The very purpose of RORs (Regional Outstanding Reports) was to have 

better grasp and control over the outstanding receivables and if such ARs 

.· were Jocked up for long, the reasons for the same. 

vii) He did not know if the words "RORs" (Regional Outstanding Reports) 

were in the knowledge of the Global/Regional HQs, but he could certainly 

say that it would be very naive on his part to suggest that the items 

mentioned in the RORs for reconciling the outstanding ARs were not 

known to them, especially with the background that the outstanding ARs 
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had a DSO .of nearly a year continuously for last two years i.e, 2010 & 

2.011. 

7.11 The top two functionaries of the Company, Subhinder Singh Prem and Vishnu 

Bhagat engineered the instrument of ROR (Regional Outstanding Report) in 

· collusion with the following officials to falsify the books of account of the 

Company: 

Name of the officials Designation 

Anand Agarwal GM (Finance) 

Manish Marwah GM (Receivables) 

Soumyabrata Mukherjee Manager Receivables 

Therefore, .the above mentioned officials of the Company, along with Shri 

Subhinder Singh Prem and Vishnu Bhagat, prime facie, appear to have been 

involved in the manipulations resulting in falsification of accounts and have 

rendered themselves liable for prosecution u/s 477 A of IPC for falsification of 

books of account of the Company for the year 2010 and 2011. Amongst them, 

the persons who had made the financial statements for the year 2010 are also 

liable for prosecution u/s 628 of the Companies Act, 1956 for furnishing false 

financial statements. 

7.12 (!;IRCUITOUS TRANSACTIONS WITH 'SHIVAM' GROUP OF SANJEEV 
I•, : '!: ')(: ' , , 

., .};TISHRA 
,.,fl:,'-'.?ttl/h.;-J:.:-· .. :_··._1·_ .. ,. ___ ._·: . , . _ 

, i;J •$,t,ri 1 Si.Jbhirider Singh' Prem and Shri Vishnu Bhagat along with Shri Parvez 
·r r:<::·1l'.f0.::r·.(·::1-·, .i • :: ·::-: .-i :- :: .· : 

' )vliinshi; Anand Agarwal and. Soumyabrata Mukherjee of the Company in 
' .. :1: , ,, • • ; .• ; , ·'. 'i: , : 

dol/usio~ with $hri 'sanjeev Mishra of Shivam Group have participatf)d in the 
. ·I • I 

transactions between the Company and the Shivam Group. Through circuitous 

transactions they have, prima facie, falsified the books of account of the 

Company for the years 2009, 2010 and 2011. The above said top functionaries 

of the Company were instrumental in making manipulated sales against the 
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same goods for which refurbishing charges were paid. and ·the cons~gq~rit, 

falsification. By doing. so, :they appear _to have rend~red, themselves .JiaP!~ddr.-. . 
. . . • . /'.; ·,;,- ·:.: .·:,· ,, -- p•·:h:•;,·:.;:;, 

action under Section;464 for preparation .of false •invoiqed,:: $ection 47-1 'forii:J§Jhrt -
' ' ' ' ' -

the same (along with the Company) and 477 A /PC for falsification. Amongst 

them, .. the persons who made the financial statements for the years 2009 and 

2010 also appear to be liable for prosecution -u/s 628-of the Gompanies,Act,'-1956 

for furnishing false financial statements." 

7.13 In his statement recorded on oath under Section 240(2) of the Companies Act, 

1956 on 2.11.2012 the Respondent stated that:-

i) .. FRP (Franchisee Referral Scheme) Scheme was introduced by the 

management to collect advances from prospective customers as there 

was a dire need for finances and also to reduce the ageing of the ARs; 

ii) this scheme was under the knowledge and approval of the Global Finance 

Team (headed by Mr. Clause Heckerott); 

iii) no separate ledger account was opened to record the FRP collections; 

and, 

iv) collections were clubbed and accounted for in the existing customers 

ledger accounts and reduced the existing outstanding ARs. This _ was 

done with the view to reduce the existing ARs on the specific instructions 

of the CFO. 

7.14 On 26th May, 2011, the financial statements of the Company for 31st December, 
.. 

2010 were adopted and the accounts were signed by the directors Shri 

Subhinder Singh Prem, Managing Director, Vishnu Bhagat, CFO/COO, Shri 

Shahin Padath, Director and Shri Anand Agarwal, GM (Finance). The said 

accounts had intentional fraudulent transactions and falsification as had already 

been discussed in this report, which would not render them true and fair. 

The details of such falsification in the accounts for 31 st December, 2010 are as 

under: 

Details of falsification of accounts during 2010 
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-Methods used 'for falsification Rs in Crore 

Inflation of Sales through 31.46 

• Fictitious invoices 

• Retrospective price increase 31.83 

Sales returns not booked by the Company 12.76 

Goods billed but not dispatched (BBND) 109.11 

In-Out transactions (Cheques in hand) • 98.4 

Franchisee Referral Program (FRP) 60.85 

TOTAL 344.41 

7 .15 All the signatories to the financial statements for the period 2007 to 2010, 

including Shri Shahin Padath, Subhinder Singh Prem, Vishnu Bhagat and the 

Respondent were aware of the matters relating to such falsification and based on 

said discussions with auditors, were apprised of the enormity of the issues. They 

singularly and collectively failed to discharge their fiduciary duties as responsible 

dfficersldirectors of the Company. 

Prime facie, it appears that all the signatories of the financial statements are 

involved in manipulations as discussed hereinabove, resulting in disclosing and 

issuing the financial statements, which do not represent true and fair position of 

the affairs of the Company. 

$H/VAM ENTERPRISES 

7 .16 Jh!:! following officials of the Company were liable for falsification of accounts for 

, > ~h~ year 2009, 2016 and 2011, as detailed above: - • 

i) , Shri Subhinder Singh Prem, the then MD of the Company, 

·ii}:/ ShriVishriiJBhagati the then CFO of the Company, 

iii)' Shri Pervez Mu;shi, the then Manager (Sales) 

iv) Shri Anand Agarwal, the then GM (finance) 

v) Shri Soumyabrata Mukherjhee, the then Manager (Receivables) 
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7 .17 . Since, the financial statements for the years 2009 and 2010 hav~ ,,be,&m ! , . :·· . ," 
. . , .. · _: rt· ; I 

signed/made by Shri Subhinder Singh Prem, MD, Vishnu Bhagat, CFO/COO aq~ 

Anand Agarwal, GM (Finance), which are false in materialparticu/a~;, knowing 
•i" 

the same to be false as is evident from the referred to evidences, they are liable 

for prosecution under Section 628 of the Companies Act, 1956, which reads as 

follows: 

"682. Penalty for False Statements: 

If in any return, report, certificate, balance sheet, prospectus, statement of other 

document required by or for the purpose of any of the provisions of this Act, any 

person makes a statement (a) which is false in any material particular, knowing it 

to be false; or (b) which omits any material fact knowing it to be material; 

He shall, save as otherwise expressly provided in this Act, be punishable with 

imprisonment for a term which may extend to two years, and shall also be liable 

to fine". 

7.18 Shri Subhinder Singh Prem, MD, Vishnu Bhagat, CFO/COO and Anand Agarwal, 

GM (Finance) and Soumyabrata Mukherjee, Manager (Receivables), have 

wilfully and knowingly falsified the books of account of the Company for 2009, 

201 O and 2011 with an intent to defraud, as is evident from the referred to 

evidences, and hence are liable to the prosecuted under Section 477A of the 

Indian Penal Code, which reads as follows: 

"477 A. Falsification of accounts - whoever, being a clerk, officer or servant, or 

employed or acting in the capacity of a clerk, officer or servant, wilfully, and with 

intent to defraud, destroys, alters, mutilates or falsifies any book, pap,9r, writing, 

valuable security of account which belongs to or is in the possess:ion of his 

employer, or has been received by him for or on behalf of his employer, or 

wilfully, and with intent to defraud, makes or abets the making of any false entry 

in, or omits or alters or abets the omission or alteration of any material particular 

from or in, any such book, paper, writing, valuable security or account, shall be 

punished with imprisonment of either description for a term which may extend to 

seven years, or with fine, or with both. 
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Explanation:- it shall be sufficient in any charge under this section to allege a 

general intent to defraud without naming any particular person intended to be 

defrauded or specifying any particular sum of money intended to be the subject 

of the fraud, or any particular day on which the offence was committed". 

7.19 Falsification of books of account and financial statements by booking fictitious 

sales through raising the prices of goods already sold retrospectively for 201 0 

and 2011: 

~It is clear that the top two functionaries of the Company, Subhinder Singh Prem, 

~x MD and Vishnu Bhagat, Ex CFO/COO, in collusion with Shri Anand Agarwal, 

•• Ex GM(Finance) and Shri Manish Marwah, Ex GM (Receivables) inflated the 

sales for the years 2010 and 2011 to the extent of Rs 31. 83 crore and Rs 53. 78 

crore, respectively,· and thus falsified the books of account of the Company for 

the years 2010 and 2011. Shri Shahin Padath, Director was awar:e of this 

manipulation but did not take steps to reverse it". 

7.20 $irlce, the financial statements for the year 2010 have been signed/made by Shri 

Subhinder Singh Prem, MD, Vishnu Bhagat, Ex CFO/COO, in collusion with Shri 

Anand Agarwal, Ex GM (Finance) and Shahin Padath, Director, which are false 

in material particulars as stated hereinabove, knowing the same to be false as is 

• evident from the referred to evidences, they are liable for prosecution under 

section 628 of the Companies Act, 1956 which reads as follows:-

, : ~p82.:Penaltyfor"FalseStatements: 
• -:.:·!,;:,/--' r: 1:-. '. ' •_, ., : I 

/fin any return, report,:certificate, balance sheet, prospectus, statement of other 
: ' " : . . .;:. : ' • 

. · document r_equited :py or for the purpose of any of the provisions of this Act, any 
. ' ', ' 

p~fson makes a statement (a) which is false in any material particular, knowing it . 

to be false; or (b) which omits any material fact knowing it to be material; 

he shall, save as otherwise expressly provided in this Act, be punishable with 

imprisonment for a term which may extend to two years, and shall also be liable 

to fine" 
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7.21 Shri Subhir:ider Singh Prem, MD, Vishnu Bhagat, CFO/COO in .collusio11 with ,Shri, 
• : •. ' -<;· , •• , ' 

Anand Agarwal, Ex GM (Finance) and Shri Manish Marwah, Ex GM (Receivable). 

inflated the sales for the years 2010 and 2011 to the extent of Rs 31. 83 crore and 

Rs 53. 78 crore, respectively, and Shri Shahin Padath, Director (for the year 

2011 ), All these officials falsified the books of account of the Company with an 

intent to defraud, as is evident from the referred to evidences, and hence are ,, 

liable to be prosecuted under Section 477A of the Indian Penal Code, 1860 

which reads as follows: 

"477 A Falsification of accounts - whoever, being a clerk, officer or servant, or 

employed or acting in the capacity of a clerk, officer or servant, wilfully, and with 

intent to defraud, destroys, alters, mutilates or falsifies any book, p,,ip19r, writing, 

valuable security of account which belongs to or is in the possession of his 

employer, or has been received by him for or on behalf of his employer, or 

wilfully, and with intent to defraud, makes or abets the making of any false entry 

in, or omits or alters or abets the omission or alteration of any material particular 

.from or in, any such book, paper, writing, valuable security or account, shall be 

punished with imprisonment of either description for a term which may extend to 

seven years, or with fine, or with both. 

Explanation:- It shall be sufficient in any charge under this section to allege a 

general intent to defraud without naming any particular person intended to be 

defrauded or specifying any particular sum of money intended to b19 the subject 

of the fraud, or any particular day on which the offence was committeid" 

7.22 Falsification of accounts receivable (debtors) in the books of account by in-out 

transactions with selected customers to show fictitious collections during 201 O 

and 2011: 

During investigation, the following officers/officials of the Company were found 

involved in manipulating the Accounts Receivable of the Company as they had 

contacted the selected customers, as stated by them in their statements on oath: 
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SJ. Officials of the Company Names of Customers to 
No. who contacted customers whom officials of the 

Company contacted 
1 Soumyabrata Mukherjee Shri Munish Bali, Proprietor of 

Preetpal Singh Mis Munish Enterprises 
Anand Agarwal 
Akshat Sharma 

2 Preetpal Singh Shri Vikas Gupta, Director of 
Singh Olympics P Ltd. (SOPL) 

3 Soumyabrata Mukherjee Shri Jatin Lamba, Proprietor of 
Anand Agarwal Ashana Enterprises 

. Kapil Agarwal 
4 Soumyabrata Mukherjee Smt Pragati Lamba, Proprietor 

Kapil Agarwal of Pragati Enterprises 
5 Soumyabrata Mukherjee Shri Sushi/ Jaju, Proprietor of 

Preetpal Singh Mis Basics 
.Anand Agarwal 
Nikhil Upadhaye 

6 Soumyabrata Mukherjee Shri Rajiv Lamba, Proprietor of 
Kapil Agarwal Mis Ashana Overseas 

Therefore, the following officials of the Company are found to be liable for 

falsification of accounts: 

1. Shri Soumyabrata Mukherjee, Manager (Accounts Receivable) 

2. Shri Preetpa/ Singh, Regional Sa/es Manager (North) 

3. Shri Anand ~garwa/, General Manager (Finance) 

4. Shri Akshat Sharma, Executive (Finance) 

• • 5 •· • Shri Kapil Agarwal, Manager (Finance) 

6. Shri Nikhil Upadhye, National Sales Manager 

7.23. During investigation, Shri Anand Agarwal, the then General Manager (Finance) 

otthe Company stated on oath that on the specific instructions by Shri Vishnu 

Bhagat, the then CFO of the Company, emails were written to various customers 

from whom the money was to be arranged and the back dated cheques were 

also collected in the month of January, 2011. The authorisation letter of 
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remittance.of funds through RTGS to the customer accounts,,w.er-eisigned.by $:hri • 

Subhinder Singh Prem,, the then MD of the Company. and Shri·Vishnu Blf}agatr 
• ' : ' •, . • I,' 

the then CFO of the Company. . . ' 

7.24 Shri Subhinder Singh Prem, MD, Vishnu Bhagat, CFO/COO, alon9 with Shri 

Soumyabrata Mukherjee, Manager (Accounts Receivable), Shri Preetpal Singh, 

. Regional Sales Manager (North), Shri Anand Agarwal, General Manager 

(Finance), Shri Akshat Sharma, Executive (Finance), Shri Kapil Agarwal, 

Manager (Finance), Shri Nikhil Upadhye, National Sales Manager, Ms. Snigdha 

Roy, Manager (Payables) have wilfully and knowingly conspired to falsify the 

books of account of the Company for 2010 and 2011, with an intent to defraud, 

as is evident from the referred to evidences, and hence are liable to be 

prosecuted under section 477 A of the Indian Penal Code. 

7.25 Shri Anand Agarwal had, in fact, designed the format of the RORs used in the 

Company. Shri Manish Marwah, being the General Manager (RE1ceivables) 

assisted Shri Anand Agarwal in selectively posting the items/ transactions in the 

books of account of the Company. 

7.26 "Since, the financial statements for the years 2010 have been signed/made by 

Shri Subhinder Singh Prem, MD, Vishnu Bhagat, CFO/COO, Shri Anand 

Agarwal, Ex GM (Finance) and Shri Shahin Padath, Director,, which are false in 

material particulars stated hereinabove, knowing the same to be false as is 

evident fromt he referred to evidences, the Company, along with the said 

persons, is liable for prosecution under Section 628 of the Companies Act, 1956". 

7.27 Shri Anand Aggarwal has signed the Balance Sheet and Profit & Loss account 

statements for the year 2010. He is officer of the Company, responsible for 

giving true and fair picture of the affairs of the Company in Balance Sheet and 

Profit & Loss account being General Manager (Finance). During investigation it 

is established that above statements were not correct on account of falsified 

sales returns, accounts receivables etc. 
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Hence, Shri Anand Agarwal has violated the provisions.of Section 209(1) of the 

C0mpanies Act, 1956 who is responsible under Section 209(6) of the Act and 

thus is liable to be punished under Section 209(5) of the Act. 

Shri Anand Agarwal has also violated the provisions of Section 211(1)(2) of the 

Companies Act, 1956 and thus is liable to be punished under Section 211(8) of 

. the Act. 

7.28 • Falsification of accounts receivable (debtors) in the books of account by in-out 

transactions with selected customers to show fictitious collections during 201 0 

and 2011: 

7.29 Therefore, the following officials of the Company are found to be liable for 

falsification of accounts: 

1. Shri Soumyabrata Mukherjee, Manager (Accounts Receivable) 

2. Shri Preetpal Singh, Regional Sales Manager (North) 

3. Shri Anand Agarwal, General Manager (Finance) 

4. Shri Akshat Sharma, Executive (Finance) 

5. Shri Kapil Agarwal, Manager (Finance) 

6. • Shri Nikhil Upadhye, National Sales Manager . 

"Shri Subhinder Singh Prem, MD, Vishnu Bhagat, CFO/COO, along with Shri 

Soumyabrata Mukherjee, Manager (Accounts Receivable), Shri Preetpal Singh, 

Regional Sales Manager (North), Shri Anand Agarwal, General Manager 

a=_;nanpe), $hri .. Akshat Sharma, Executive (Finance), Shri ~apil Agarwal, 
... .,., ' ., ,'. ' ' ' 

Minagei {Finance), Sf/ri Nikhil Upadhye, National Sales Manager, Ms. Snigdha 

R6y, Manager' (PJya'bles) have wilfully and knowingly conspired to falsify the 
. . ,, ' ' ' 

.. books of account of the Company for 2010 and 2011, with an intent to defraud, 

as is evident from the referred to evidences, and hence are liable to be 

prosecuted under section 477A of the Indian Penal Code". 

7.30. After noting the above instance(s) of the involvement of the Respondent, the 

Committee noted that the Respondent in his defence stated that he was working 
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as General Managef (Finance) of the Company anci resigned)n September 

2011.He was not an authorised signatory as defined under Sectipn ,i:1s,9f l!11J 

Companies Act, 1956 to authenticate the financial statements of the iyompany'. 

He was not an officer in default as defined under section 5 of the Companies Act, 

1956. He was never the overall in-charge of Finance and Accounts function of 

the Company. He had neither been given any power of attorney to officiate under 

the Companies Act, nor had attended any board meeting of the Company. He 

was not in any position to either form any policy or prevent any practioa. He was 

working as an employee and was answerable to the top management (CFO, 

COO & MD) who were the policy makers. He was duty bound to abide by the 

policies and procedures laid out by the management from time to time. There 

was no way the Respondent could have circumvented his duties and 

responsibilities and not follow the SOP's of the Company. He was not a 

beneficiary of any amount directly or indirectly from the Company eixcept the 

lawfully earned emoluments as per his salary structure. Further, he was not 

named as an accused in the complaint filed by the Company with Gurgaon 

police. 

7.31 The Committee observed that the Complainant department in its Investigation 

Report has clearly stated that the Respondent in order to execute the policy of 'In 

& Out Transactions' of the management, had contacted Company's customers 

viz. Mr. Jatin Lamba, Proprietor of Ashana Enterprises and Mr. Munish Bali, 

Proprietor of M/s Munish Entreprises. The Committee, on further perusal of 

Investigation Report of the Complainant department observed that the 

Respondent had stated before them on oath that, on specific instructions of Mr. 

Vishnu Bhagat, the then CFO of the Company, the emails were sent to various 

customers from whom the money was to be arranged and back dated cheques 

were also collected in the month of January, 2011. The Committee thus, was of 

the view that these transactions were the short term accommoda:tion loans 

sought by the Company from certain selected parties which, in the books of 

accounts, were shown as realisation of overdues from the customers. In other 
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words, the fictitious entries were made in tl:ie books of accounts without any 

. actual realisation of dues from customers concerned. The Respondent, being 

General Manager (Finance), was instrumental in arranging such a scheme of 

entries by approaching various parties through his subordinates as evident from 

tt;,e facts. It is also evident that one of the employees of the Company viz., CA 

Kapil Aggarwal, who obtained confirmation from the parties, has been separately 

held guilty by Disciplinary Committee vide reference no. 

PR/320/14/DD/339/14/DC/486/2017. 

7.32 On consideration of the facts of the case, various documents and material on 

record as well as oral and written submissions made by the parties, the 

Committee observed that the role of the Respondent is clearly evident that he, 

being the then GM Finance of the Company, was responsible for the falsification 

of acc~unts. The Committee viewed that the Respondent was instrumental in 

executing the various tactics of the top management to inflate the sales and 

thereafter to manage the account receivables like in circuitous transactions with 

Shivam Group, managing/reducing the aging of accounts receivable by resorting 

to the malpractice of 'In and Out transactions', Franchisee Referral Program 

(FRP) and preparation of Regional Outstanding Reports (ROR). 

7.33 The Committee also noted that a Chartered Accountant in employment should 

prepare the books of accounts or present the financial statement fairly, honestly 

and in accordance with the relevant Accounting Standards/ applicable financial 

reporting standards so that the information presented is disseminated to the 

stakeholders at larg:e in a true and fair manner. The Respondent being General 

Manager (Finance) of the Company should maintain information in a responsible 

~~rrnet'!hat describes clearly the true nature of business transactions, assets or 

liabilities; and represent the facts accurately and completely in all material 

respects. The Committee viewed that the Respondent in the extant case has not 

<rlischarged his duties diligently and involved in execution of the manipulative 

practices followed by the Company 
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• • '·; . ·>'.;, \:;,: .. :_. :·. ·\·:··_;):~,i': .,'. ,_, 
On a combined reading of the defence adop\e~ byJhe ~espp;nd1:~tw1tr•tl;li;'l 

' " ' ;,· ' ' . .' '' ·, . . .. '·' ' • 

findings in; the investigation report, the Committe.e was: of the view th~t %e, ...•• ·.• .·• 
.. ·, ' ' . ',. ., ' ' ••'•• . ;,·' 

Respondent claims to have not been a part of the decision making authority in 

the Company, yet in his capacity as GM (Finance) he would have been a part of 
' the execution of those decisions. The Committee was ofthe view that being GM 

(Finance), the Respondent was in fact directly involved in execution of the 

manipulative practices followed by the Company. Therefore, he. cannot escape 

from his liability by merely stating that he was not a part of the decision-making 
I 

process. The Committee was of view that a Chartered Accountant in capacity as 

a senior employee of the Company is expected to render his services in utmost 

professional manner with complete integrity and is supposed to, protect the 

interest of all the stakeholders of his employer company, failing which \vould lead 

to bringing disrepute to the profession. Thus, in the opinion of the Committee, 

the Respondent has clearly brought disrepute to the profession and is guilty of 

"Other Misconduct" falling within the meaning of Clause (2) of Part IV of the First 

Schedule to the Chartered Accountants Act, 1949. Further since We alleged 

misconduct is in relation to his duties as an employee of the organisation, he is 

also held guilty of professional misconduct falling within the meaning of Clause 

(1) of Part II of the Second Schedule read with Chapter II of Council General 
' 

Guidelines 2008 1-CA(?)/02/2008 dated 08th August, 2008. 

7.35 In view of the above, the Committee was of the considered opinion that the 

Respondent is GUILTY of Professional and Other Misconduct falling within the 
' 

meaning of Clause (2) of Part-IV of the First Schedule and Clause (1) Part II of 

the Second Schedule to the Chartered Accountants Act, 1949 read with Chapter 

11 of Council General Guidelines 2008 1-CA(?)/02/2008 dated 08th August, 2008. 
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8 • . G,onclusion 

In view .of the. findings, including findings given in Investigation Report of SFIO as 

stated in above paras, vis-a-vis material on record, the Committee gives its findings 

as under: 

9. 

Charges Findings Decision of the Committee 
(as perPFO) 

Para 2 as above Paras 7.3 to Guilty - Clause (2) of Part-IV .of the First 
7.35 as Schedule and Clause ( 1) Part II of the Second 
above Schedule 

. 

• In view of the above observations, considering the oral and written submissions of 

· the Complainant and the. Respondent and documents on record, the Committee 

held the Respondent GUil TY of Professional and Other Misconduct falling within 

the meaning of Clause (2) of Part-IV of the First Schedule and Clause (1) Part II of 

the Second Schedule to the Chartered Accountants Act, 1949. 
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