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THE INSTITUTE oF CHARTERED AccouNTANTS OF INDIA 

(Set up by an Act of Parliament) 

I 
[PPR/P/254F/2016-DD/118/INF/2016/DC/1531 /2022] 

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

OR,. ER UNDER SECTION 21 B (3) OF THE CHARTERED ACCOUNTANTS ACT, 1949 READ 
Wl"TIH RULE I 19(1) OF THE CHARTERED ACCOUNTANTS (PROCEDURE OF 
INVESTIGATIONS OF PROFESSIONAL AND OTHER MISCONDUCT AND CONDUCT OF 
CASES) RULES, 2007 

l I -
[PPR/P/254F/20,16-DD/118/INF/2016/DC/1531/2022] 

In t~e matter of! 
CA.\iSunil Johri !(M. No. 074654) in Re: 
110,! 1st Floor, 
Wallfort Ozone, j 
FafJdih Chowk, 
Raipur - 49200 . .. .. .. Respondent 

I I 
Members Prese.nt:-
CAJRanjeet Kumar Agarwal, Presiding Officer (in person) 
Mrs! Rani S. Nair, IRS (Retd.), Government Nominee (in person) 
Shri Arun Kum~r. IAS (Retd.), Government Nominee (through VC) 
CA. jSanjay Kumar Agarwal, Member (in person) 

I · l 
Date of Hearing:: 29th August 2024 @ 

· I I 
Date of Order: 26th September 2024 , I 

I 

1. That vide I Findings under Rule 18( 17) of the Chartered Accountants (Procedure of 
Investigations of Professional and Other Misconduct and Conduct of Cases) Rules, 2007, 
the Disci~linary Committee was, inter-alia, of the opinion that CA. Sunil Johri 
(M.No.074~54) (hereinafter referred to as the "Respondent") is GUILTY of Professional 
Misconduct falling within the meaning of Item (5), (6), (7) and (8) of Part I of the Second . I . 
Schedule to the Chartered Accountants Act, 1949. 

2. That purJant to the said Findings, an action under Section 218(3) of the Chartered 
' Accountants (Amendment) Act, 2006 was contemplated against the Respondent and a 
• communidtion was addressed to him thereby granting an opportunity of being heard in 
• person / th~ough video conferencing and to make representation before the Committee on 

I 

10th April 2024. 

3. The Committee noted that on the date of the hearing held on 10th April 2024, the 
Responderi1t was present through vi.deo conferencing. The Committee noted that• the 
Responde~t relied upon his written representation dated 1st April 2024 on the Findings of 
the Committee. Further, in his verbal representation before it, the Respondent stated that 

. he had filed a Writ petition before the Hon'ble Chhattisgarh High Court in the context of the 
: instant casle which had been disposed off on 9th April· 2024. However, the copy of the 

detailed Or,er had not yet been received by him. q:f' 
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Thus, looking in o the fact that the Writ petition bearing no. WPC no. 2009 of 2024 filed by 
the Respondeft on 'the ground of applicability of Rule 12 of the Chartered 
Accountants(Prjcedure , of Investigations of Professional and Other Misconduct and 
Conduct of Ca es) Rul~s, 2007 before the Hon'ble Chhattisgarh High Court had been 
disposed of on 9thApril _a 2024, the Committee: decided to defer the consideration of the 
instant case till he receJpt of the Order passed by the Hon'ble High Court of Chhattisgarh, 
Bilaspur in the slaid petition. 

Thereafter, at iJs meeti~g held on 15th July 2024, the Committee noted that the Hon'ble 
High Court of (!;hhattisgarh, Bilaspur disposed of the aforesaid petition vide its ex-parte 
Order dated 9th ~pril 2024 with the following observations: 

"4. Give~ the facts and circumstances of the case in hand, without 
commentirg anything on the merits of the case, it is observed and held that 
the petitioner cannot be compelled to submit the documents referred to 
above. At

1 
this st~ge, the present petition is disposed of with a direction to 

the Disciplinary Committee i.e. Respondent No. 3 to not compel the 
~etitionerJ to submit th~ aforesaid doc~ments. !he ~e~ition_~r wou(d be at 
llberty to make appropnate representation showmg his mabillty to t,Je those 

I ' 

documents." • 

The CommitteJ~noted th. at the issue involved was with respect to applicability of Rule 12 of 
the Chartered Accountants (Procedure of :- Investigations of Professional and Other 
Misconduct an Conduct of Cases) Rules, 2007 in respect of which the plea of the 
Respondent had already been denied by the Board of Discipline at its meeting held on 14th 

March 2017. Tte grourids of denial were also communicated to the Respondent. _ 

Thus, the Committee oh a detailed perusal of the documents on record was of the view that 
the CommitteJ has aiready arrived at its Findings holding the Respondent guilty of 

I . 

Professional Miscondu<::t and there is no provision under the Chartered Accountants Act 
1 ~4~ ~nd the IRul~s ffamed thereunder to review/revise the decision arrive? at by the 
D1scIplInary cJmm1ttee. Further, the conduct of the Respondent was examined by the 
Committee on ~he merits of the case i.e. the conduct of the Respondent was examined by 
the Committee vis-a-vis the discrepancies in the Financial Statement with respect to non
compliance with Acco4nting Standards/disclosure requirements which were not pointed out 
by him while drrying dut the audit of the Company for F.Y. 2007-08 and not on the basis of 
non-availability

1 
of work_ing papers. Also, the Respondent admitted his mistake with respect 

to the second and the \hird charge during the hearing held on 13th December 2023. 

However, kee~ing in view the principle of natural justice, the Committee decided to give 
another oppo~unity to be heard to the Respondent under Rule 19(1) of the Chartered 

. Accountants (I_Procedure of Investigations of Professional and . Other Misconduct and 
Conduct of Cases) Rules, 2007 before passing any Order under Section 21 B (3) of the 
Chartered Actuntants Act 1949. 

Accordingly, a commi nication dated 7th August 2024 was addressed to the Respondent 
thereby granti~g anoth,er opportunity of being heard in person / through video conferencing 
and to make representation before the Committee on 29th August 2024. 

CA. Sunil Johri (M.NO. 074654), Raipur in Re: 
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7. The Committee noted that on the date of the hearing held on 29th August 2024, the 
Respondent was present through video conferencing. The Committee noted that the 
Respondent relied upon his written submission dated 27th August 2024 on the Findings of 
the Committee. Further in his verbal representation before it, he stated that he had filed 
Writ Petition before Hon'ble High Court of Chhattisgarh vide Writ Petition No. 16688/2024 
on 24th August 2024 wherein, he also made an application to grant him interim relief in the 
instant matter by way of staying the operation and effect of the impugned Notice dated 7th 

August 2024 and proceedings arising and continuing thereto. 

8. Further, on the merits of the case, he referred to the disciplinary case filed against CA. P. 
Sivarajan (M. No. 200652) who was the other joint auditor of the alleged company i.e Mis 
Southern 1spat Limited for the financial year 2007-08. He informed that the areas to be 
covered during the audit were predefined in the scope of work for joint audit vide the joint 
agreement dated 30th November 2007. The charges levelled against him fall within the 
scope of the work of other joint auditor. Thus, the responsibility for the same cannot be 
attributed to him. Though being joint auditor, he was also responsible for his work. He 
requested the Committee to take a lenient view in the case as he is having 30 years of 
unblemished career. 

9. The Committee also noted that the Respondent in his written representations on the 
Findings of the Committee, inter-alia, stated as under: 

a. The Respondent requested to keep the matter in abeyance and not to proceed 
further till the Decision of the High Court in the Writ Petition filed in respect of the 
Notice dated 07th August 2024. 

b. The Disciplinary Committee has the powers to review/revise the decision of "being 
Guilty" arrived at earlier by the Committee, under Section 21 B (3).---(Words "and may 
thereafter").ln case the Findings of being "Guilty" are not to be reviewed then the 
hearing under Section 21 B (3) would be only for granting punishment, and that too 
without allowing an Authorized Representative to argue, which seems to be not right. 
This may mean "Contempt" of the High Court Order dated 09/04/2024. 

c. There is no provision under Rule 19(1) or under Section 218(3) to give hearing again 
on ~9/08/2024 (in case it is only for granting punishment) when already once the 
hearing was given on 10/04/2024 under the same Rule and the Section. 

d. Documents, working papers and evidence are required not only for defending the 
charges where the Disciplinary Authorities have specifically referred to the non
availability of the same but for all the other Charges also in order to prove/justify the 
stanp mentioned by the Respondent in his defence. Therefore, the non-availability of 
the working papers .would justify not entertaining the "Information case" under the 
relevant Rule 12. 

e. On one hand, the BOD decided vide letter dated 21/06/2017 not to entertain the 
request of the Respondent for invoking power under Rule 12 and refuse to entertain 
the :Information, by opining that the discrepancies pointed out in the financial 
statements are basically with respect to non-compliance with accounting 
standards/disclosure requirements and can be addressed on the perusal of the 

4r 
CA. ~unil Johri (M.NO. 074654), Raipur in Re: 
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financial s,atements. While on other hand, the Disciplinary Directorate asked the 
Respondeit to supply working papers and other reference records vide their letter 
dated 23/1 11/2017 .. • 

I 
The Direc :or(Discipline) sought further audit evidence in respect of the following 
charges: 

Charge no 3 - There is nothing on record to verb the claim of the Respondent about 
the actual ethod t1sed by the Company to value the inventory as the 'Tally' software 
often offer various methods to calculate inventory. 

Charge nd. 3A - The Respondent has not been diligent while performing his audit 
procedure I of val1;.1ation of inventory and also failed to disclose this material 
misstatemtnt known to him to appear in the Financials of the Company-. 

I • 

Charge nol. 5 - Th$ Respondent has neither produced on record the Certificate of the 
managem~nt in relation with valuation of inventory nor did he produce any relevant 
working p~pers to :substantiate his defence. The complaint extends beyond the scope 
of financia statements alone. 

Moreover, the outstanding charges for which the Respondent is deemed guilty will 
also nece sitate supplementary audit working papers and evidence.Consequently, 
the Resp, ndent tequested the discontinuation of proceedings related to these 
charges dwe to the' requisite submission of additional evidence. 

DiSciplina~ Com;ittee wrongly held the Respondent Guilty for Charges Numbers 1 
and 2 (dirfctly) and for Charge 4 and 7 (indirectly) for not submitting the working 
paper .file •rhen the Disciplinary Committee itself had decided that there was no need 
for papers and the proceedings are not affected by time limit of 7 years prescribed in 
Rule 12. • • 

The area{ covere~ by alleged Charges clearly were allocated to the Joint Auditor for 
the purpof e of th'e audit and the work areas attributed to the Respondent did not 
cover the )Nork areas covered by the said charges. 

I 
I 

The compbsition of the Disciplinary Committee which originally recorded opinion that 
the RespJndent is guilty has itself changed w.e.f February 2024 and therefore the 
present cbmpositfon of the Disciplinary Committee is not authorized to proceed 
further aJ per t~e plain and grammatical interpretation of Section 21 B. Even 
otherwise I and without prejudice, on account of change of the constitution of the 
Disciplinaty Comrhittee, it would be app'ropriate and in the interest of natural justice 

... anGJ fairne1ss that the new Committee considers the matter afresh in light of the Order · 
of the Ho1'ble High Court. 

The CommitteJ considered the reasoning as contained in the Findings holding the 
Respondent Gu1ilty of Professional Misconduct vis-a-vis written and verbal representation of 
the Respondent. Before deciding on the quantum of punishment to be awarded to the 
Respondent, thb Committee considered the representation of the· Respondent and opined 
as under: • • q 

i 
CA. Sunil Johri (M .NO. 07~654), Raipur in Re: 
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a) As regard the submission of the Respondent that since there has been a change in 
the composition of the Committee, fresh hearing is required in the case, the 
Committee keeping in view the following observations of the Honorable Appellate 
Aut~ority 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 others on the 
samJ issue was of the view that there is no merit in the contention of the 

I 
ResRondent: 

I 

"We lfind no substance in the appellant's plea that due to change in the 
composition of DC who had passed the order dated 08.02.2018 the new 
DC l~ith changed members could not have passed the final order dated 

I 
07.11.2019 ...... ..... . 

We are 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 
SchJdule and the one who had finally awarded punishment vide order 
dated 07.11.2019. In fact, the changed DC was not expected or required to 
hear! arguments afresh on merits to find if the appellant 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 
chariged DC. The changed DC was required only to hear the appellant on 
the quantum of punishment/penalty and for that, the appellant was afforded 
reasonable opportunity of being heard." 

b) As regard the request of the Respondent to keep the matter in abeyance and not to 
proceed further till the Decision of the High Court, the Committee perused the copy of 
Writ fetition No. 16688/2024 dated 24th August 2024 filed before the Hon'ble High 
Cour~ of Chhattisgarh and noted that the Respondent, inter-alia, sought the following 
reliefs in the said writ petition: 

c) 

i. 

ii. 
iii. 
iv. 
V. 

quash and set aside the Impugned Notice dated 07.08.2024 and proceedings 
arising and continuing thereto. 
quash and set aside the Impugned Findings dated 07.02.2024. 
quash the Impugned Information Letter dated 04.10.2016. 
quashing the letter dated 21.06.2017. 
quash the Impugned Opinion dated 16.09.2021 and Letter dated 14.02.2022. 

On perusal, the Committee is of the view that the Honorable High Court of 
Chhattisgarh has not estopped the Disciplinary Committee from continuing with its 
proceedings in the case under consideration before it and as on date there was no 

.. stay bn.giving effect to the Committee's Findings dated 7th February 2024. 

Furt~er, the Committee had already arrived at its Findings in terms of t~e provisions 
of Rule 18(17) of the Chartered Accountants (Procedure of Investigations of 
Profe

1
issional and Other Misconduct and Conduct of Cases) Rules, 2007 and keeping 

in vibw the principle of natural justice, another opportunity of being heard was 
provi~ed to the Respondent on 29th August 2024 under Section 21 (8)(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 

lff 
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Cases) Ru es, 2007 before passing any Order against him which has been availed by 
him. • 

As regard ~comparing the instant case with an earlier decided case of the other Joint 
auditor, th Com111ittee is of the view that though there was division of the work 
between t e Joint Auditors as per the requirements of Paragraph 5 of SA 299 -
Responsi~ility of Joint Auditors, yet both the auditors are jointly and severally liable 
for expres~ing thefr True and fair view on the financial statements of the Company. 
Further, t~e said :::plea of the Respondent had already been considered by the 
Committee while arriving at its Findings (Para 19 of the Findings). 

The ComL ttee further noted that as per the letter dated 30th November 2007 
I ., 

addresse9 by the Respondent to the other Joint Auditor as regard the division of work 
in the ccrntext ~f the audit under question, 'Preparation and finalization of 
lndependJnt Auditor's Report and final reporting' was to be carried out both by the 
Respond9rt and the other Joint auditor. The Committee also noted that out of 7 -
charges alleged against the Respondent, he had been held guilty in respect of the 
same pri1 arily on.the following basis: _ _ 

S.no. 
I 

Charge alleged Basis on which the 
Respondent held guilty 

1. Non-disclosure of Cash Inflow on sale of fixed Non-compliance of AS -3 -
bssets a_nd Cash Outflow on purchase of fixed Cash Flow Statements 
bssets separately as per the requirements of 
ParaQraph 21 of AS 3. • . 

2. lnventor.ies valued at 'Average' Cost formula Non-compliance of AS -2 -
Which is: not permissible under AS 2. Valuation of Inventories 

3. :Oepreciation not forming part of valuation of Non-compliance of AS -2 -
~inished° goods. Valuation of Inventories 

4. Inventories mentioned "as certified and valued Guidance Note on Audit of 
by the Management" Inventories and on 

materiality basis 
5. Details of value a_nd quantity of such trading Non-compliance with 

goods purchased and sold were not disclosed requirements of Clause 
as per the requirements of Paragraph 4A, 48, 3(i)(a) of Part II of 
4C and 40 of Part II of Schedule VI of Schedule VI of the 
Companies Act, 1956. Companies Act 1956 and 

on materiality basis 
6. Depreciation of Rs.67.17 Lakhs includes the Non-compliance of AS 5 -

depreciation of Rs.36.825 Lakhs pertaining to Net Profit or Loss for the 
previous . financiaL year 2006-07 while the Period, Prior Period Items 
reason for the same had not been disclosed. and Changes in 

l Accountinq Policies 
7. Non-compliance of requirements of AS 26, Non-compliance of AS -

Intangible Assets as Deferred Revenue 26-lntangible Assets 
Expenditure of Rs.2, 16,480/- shown in 

1Balance Sheet under 'Miscellaneous 
i Expenditure'. 

CA. Sunil Johri (M.NO. 074654), Raipur in Re: 
I 
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' 
Thus;, the Committee was of the view that the reporting of the alleged irregularities 
was well within the work domain of the Respondent. 

I 

f) The Committee also noted that the Respondent admitted his mistake with respect to 
the second and the third charge during the hearing held on 13th December 2023. 

11. Thus, kee~ing in view the facts and circumstances of the case, material on record including 
verbal andlwritten representations on the Findings, the Committee noted as under: 

(a) First Charge: The Respondent argued in terms of net cash flow whereas non
com • liance had been raised for gross amounts involved. Hence, the contention of the 
Respondent as to non-materiality of the amount in this charge was not found 
acceptable. Moreover, neither any profit nor any loss has been reported to have 
occurred on the sale of fixed assets in the Profit and loss Account and as such 

I 
effectively, there was omission of entire related information from the financial 
statements. The Committee, accordingly, noted that omission of such information 
was inot only an omission of material information from the financial statements but 
also jit led to non-compliance of AS 3 which should have been reported by the 
ResP,ondent in his audit report. -

(b) SecoJnd Charge: The Respondent in his defence had mentioned that inventory was 
valuJd on Weighted Average basis only and there was only a typographic error in 
writi~g .the word 'Weighted in the Significant Accounting Policies. Whenever an 
auditbr states in his report that the financial statements were in compliance with 
Acco:unting Standards referred to in Section 211 (3C) of the Companies Act, 1956, it 
is his responsibility to verify the documents. In any case, the Respondent had 
accepted an error in respect of the same. 

(c) 

(d) 

(e) 

Third, Charge: The depreciation amount was Rs. 27.48 lakhs and the Company had 
earm~d profit after tax of Rs. 2.70 lakhs, hence, the exclusion of depreciation in 
valuJtion of inventory had a material effect. Further, The Respondent at hearing 
stagJ accepted that there was lapse on his part of not adding depreciation in the 
cost.I It was viewed that whenever an auditor state in his report that the financial 
statements were in compliance with accounting standards referred in Section 211 
(3C) I of the Companies Act, 1956, it was his responsibility to verify the documents 
accordingly. 

I - . -
Fourth Charge: The Respondent failed to bring forth the circumstances due to which 
he fblt that compliance with the Guidance Note on Audit of Inventories was not 
necessary. Further, it was noted that out of total Balance Sheet size of Rs 14 crores 

_ (approx), inventory worth Rs 6.7 crores (approx.) "Yas quite material and thus, the 
approach adopted by the Respondent is not acceptable. 

FifthjCharge: The plea of the Respondent that disclosure of quantitative details was 
impr~cticable cannot be accepted considering the material nature of transactions 
held I in trading goods being 31.6% of total sales and Services and 32% of total 
manufacturing expenses and also that cost records mandate maintenance of such 

I 
reco1

1
ds. o/ 
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Sixth Cha ge: Neither the fact whether it was a change in estimate/ depreciation 
method o~ any error giving rise to a 'prior period item' was disclosed nor was it 
disclosed In the Profit and Loss A/c but in Notes to Accounts. The amount involved 
relating to the pre'(ious year constituted more than 50% of total depreciation charged 
during the current 'financial year and thus it was material adjustment in the context of 
'Profit Afte Tax' (PAT). • 

(g) Seventh harge: Jhe Committee, on perusal of the Opinion of Expert Advisory 
Committe~ viewed that the said Opinion was purely based on the requirements of 
Accounting Stantjard 26 which was mandatorily applicable on the Company. 
Accordingly, it was viewed that since the expenses incurred to increase authorised 
capital didl not give rise to any resource controlled by the entity and such increase in 
authorised capital did not ensure inflow of cash until or unless share capital was 
issued ag~inst it. Accordingly, the plea of Respondent was not found acceptable. 

I 
Hence, professional misconduct on the part of the Respondent is clearly established as 
spelt out in th~ Committee's Findings dated 7th February 2024 which is to be read in 
consonance with the instant Order being passed in the case. 

- I . 
Accordingly, th~ Com,:nittee was of the view that the ends of justice will be met if 
punishment is ·given to the Respondent in commensurate with his professional misconduct. 

Thus, the colmittee ordered that CA. Sunil Johri (M.no. 074654), Raipur be 
Reprimanded ~nder Section 21 B (3)(a) of the Chartered Accountants Act 1949. 

I 

' 

sdk I 

sd/-
(CA. RANJEET KUMAR AGARWAL) 

PRESIDING OFFICER 

sd/-
(MRS. RANI S. NAIR, IRS RETD.) 

GOVERNMENT NOMINEE 
(SHRI ARUN KUMAR, IAS RETD.) 

GOVERNMENT NOMINEE 

sd/-
• (CA. SANJAY KUMAR.A_(;A_RVVAL). 
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CONFIDENTIAL 

DISCIPLINARY COMMITTEE [BENCH - II (2023-2024)] 

I 
. . 

[Constituted under Section 218 of the Chartered Accountants Act, 1949] 
I -

Findings under -Rule 18(17) of the Chartered Accountants (Procedure of 
lnvesti ations of Professional and Other Misconduct and Conduct of. Cases 
Rules, 2007. 

File No.: [PPRIP/254F/2016-DD/118/JNF/2016/DC/1531 /20221 

I -
In the matter ef: 

I ., 
I 

CA. Sunil Joh~i (M. No. 074654) 
110, 1st Floor, I . 
Wallfort Ozone, 

. I 
Fafadih Chowl<, 

I 

Raipur '."492001 
I 

...... Respondent . 

. . - I - -. 
. MEMBERS PRESENT: 

. . .. i . •, . . . . . . -_ • . . 
CA. Ranjeet Kumar Agarwal, Presiding Officer (Present in person) 

I - l · . · · _ - · 
Mrs. Rani S. Nair, I.R.S~ (ReJd.), Government Nominee (Present in person) 

Sh~i Arun Ku,rar, IAS. (Retd.), Govemnieni Nominee (Pr~sent in person) 

cAl Sanjay K~mar Agarwal, Member (Present in person) 

cAl Sridhar ~~ppala, Member (Present in person) 

D~~ OF Fl~AL HEARiNG : 13.12.2023 (through physical/video conferencing 

mode) 

PARTIES. PRESENT 

I 
Counsel for Res:P0ndent: CA. Ankit Maheshwari (Through Video Conferencing 

- I . . 
I-. Mode) 

CA. Sunil Johri (M.No.074654), Raipur in Re: Page 1 of 27 
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BACKGROUND lF THE CASE: • 

(PPR/P/254F/2016-DD/118/INF/2016/DC/1531 /2022] 

1. The brief lckgfOlJnd of the case is that Financial Reporting and Review Board 
I 

of the ICAI (hereinafter referred as "the Board/FRRB") had informed vide letter 
I . 

dated 4th pctobet, 2016 about various non-compliances observed in General 

Purpose Flinancial Statements with regard .to AS 2,AS 3,AS 5,AS 13,AS 15,AS 

26,Guidanfe Note on Audit of Capital and Reserves, SA 700,CARO 2003 and 

Schedule ; VI of the Companies . Act, 1956 of Mis Southern • lspat 

Limited(hereinafter referred to as "Company") for financial year 2007-08 

audited jJintly by CA. Sunil Johri of M/s Sunil Johri ar:,_d Associates, 

Raipur(he~einafter referred to as "Respondent" and "Respondent Firm" 

respectivelly). • 

2. • On ,overall examination of observation/charges of the Board, the matter has 

····-····· - ··········bee~i,aeci~ealcr~irtrea1ed as "Information" within the meaning of Rule 7 of the 

Chartered I Accountants (Procedure of Investigation of ProfeSsional and Other 

Mtscondu!t and Conduct of Cases) Rules,2007(herernafter referred to as 

'Rules'). 

3. The Res ondent submitted that the proceedings against him should be 

dropped nder Rule 12 of Chartered Accountants (Procedure of Investigations 

of Professional and Other Misconduct and Conduct of Cases) Rules, 2007, as 

the milttel belongs to period more than 8 years ago because the matter ,elates 

to financir statements certified by him pertaining to FY 2007-08.He further 

informed that due to shifting of his office, the old records had suffered and he 
! 

was unabje to trace the details, relevant documents and working papers in the 

matter. HJnce, he prayed for dropping the proceedings against him invoking the 

power of ~ule 12. 

4. In view oflthe above, the said m~tter was placed before the Board ·of Discipline 

for its con~ideration in terms of the provisions of Rule 12 in its 76th meeting held 

on 14th M1rch, 2017 which was rejected by Board. The plea under Rule 12 was 
! . . 

rejected pn the ground that discrepancies pointed out in the. financial 
I statements are with respect to non-compliance with Accounting 

CA. Sunil Johri (MJNo.074654), Raipur in Re: 
I • . 
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Standa~ds/disclosure requirements and .cou)d be addressed on perusal of 

financial statements. 
I 
I 
: 

Hence,
1 

in view 

proceetl further 

Statembnt. 

of the above decision, the Director (Discipline) was 

under Rule 8 (3) • and advised to submit his Written 

. . .. . . . 

The Di~ciplinary Comm'ittee while considering the facts at various stages also 

noted Ulat there are proper evidences to proceed on the case, hence, it was 

• decidedl to consider the case.· • 
I . 

. cJARGES 1NI BRIEF:-

?. • The ~o~mittee noted _that various instances of professional misconduct were 
I • 

highlighted which were as under: 
I . 

, ' 

S. No. Allegations View of . Director 

(Discipline) 

1. ! Disclosure of interest received and interest .expenses . Held Not Guilty 

[ in Cash Flow Statement • 

2. I Non-disclosure .of Cash Inflow on sale of fixed assets . Held Guilty 

Jand Cash Outflow on pu_rchase of fixed assets 

\separately as per the requirements of Paragraph 21 

1

of AS 3 

3. Inventories valued at 'Average' Cost formula which is Held Guilty 

not permissible under.AS 2; 

3A. . Depreciation not forming· part of valuation of finished Held Guilty 

goods. 

4. Disclosure of 'Share warrant Application Money' Held Not Guilty 

under the head of Share Capital instead of showing 

as a· separate head between 'Share. Capital' and 
I 
iReserve and Surplus'. • 

5. Inventories· mentioned 11as certified and va.lued • by the H~ld Guilty 

I 

Management" 
I 

~ I 
CA. Junil Johri (M.No.074654), Raipur in Re: 
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Dftails of value and quantity of such trading goods Held Guilty . 

purchased and sold were not disclosed as per the 

rdquirements of Paragraph 4A, 48, 4C and 40 of Part 

II of Schedule VI of Companies Act, 1956. 
{ 

Audit fees of Rs.42,500/- shown in Schedule ·p of Held Not Guilty 

P~ofit and Loss Ale with nomenclature "Audit 

Fbe/lnternal Audit Fees" was paid to the auditors 

Jorking Jn different capacities as the same should be 

dlsclose~ . separately as per the requirements of 
I . :: 

1aragraph 48 of Part II, Schedule VI. to the 

qompan:ies Act, 1956. • 

1on-compliance of SA 700 Held Not Guilty 

the company did not have an internal audit system in • Held Not Guilty 

J1ace and the company did not maintain cost records 
I 

ilinder S_~ction 209 (1) (d) of the Companies Act, 1956 

~ut has ·not reported the same .either in thick type or 

i~alics a~ required under Section 227(3)(e) of the Act. 

Depreciation of Rs.67.17 takhs includes the Held Guilty 

~epreciation of Rs.36.825 Lakhs pertaining • to 

~revious financial year 2006-07 while the reason. fo' 
_ .,he same had not been.disclosed. 

1 

Non,.di$closure of nature and purpose of provisions of. Held Not Guilty 

Rs.1, 13,03, 120.30/-

. INon-ctjmpliance of requirements of AS 26, Intangible Held Guilty 

-Assets· as Deferred Revenue Expenditure of 

I 

Rs.2, 16,480/~ shown m Balance Sheet under 

'Miscellaneous Expenditure' 

Contradiction of reporting in main auditor report and Held Not Guilty 

clau·s~ reported in CAR0,2003. 
' 

. i No bifurcation · of Cash and Bank Balances as .per Held Not Guilty 

requirement of Schedule VI to the Companies Act, 

1956. 

. I . 
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,-----,-------------·· . . ·-· --,--------r-'.----:--:--:--:------~ 
Non-classification- of-: Investment_· as : Long term or Held Not Guilty 15. 

16. 

17. 

18. 

Short term as per the requirements of Paragraph 26 

of AS 13. 

Non-disclosu·re of corresponding previous year Held Not Guilty 

figures in the Fixed Assets Schedule which is not as 

per the. General lnstru~tions for preparation of 

Balance Sheet given under Part I, Schedule VI to the 

Companies Act, 1956. 

Non-disclosure of nature of Other Current Assets · Held Not Guilty 

The Audit Report was signed by the· Respondent in • Held Not Guilty 

such a manner that gives an impression that it had 

been signed by the· Respondent by and on behalf of ·· 

the Board of Directors which was not ·in line with the. 

·-· requirements of SA 700 

19 • No bifurcation .of Repairs and Maintenance· Held Not Guilty 

expenditure under the • sub· head 'Other · Expense' 

which is not in line with the -requirements of Schedule • 

VI of the Companies Act, 1956. 

8. The Committee noted that the Respondent at the stage of PFO had inter-alia 

mentioned as under: 

8.1 That the Respondent w.r.t allegation 2 above wherein he was held Guilty 

had su~mitted that the ·amount involved was only 0.15% of total fixed 

assets of the company and hence, not material. Further, he has referred to 

Para 4.3 of the "Preface to the Statement of Accounting Standards" 

(revised . in 2004) issued by ICAI which states that Accounting Standards 

required to be followed to prepare books of accounts are in.tended to apply 

only to the items which· are .material and has a vital bearing on the books 

_ of accoynts. He also stated that such net disclosure of Sale and purchase 

1 of fixed , assets in. Cash Flow Statement does not affect the true and fair 

view ofthe Financial Statements. 

~ I 
I . 

CA. Sunil Johri (M.No.074654), Raipur in Re: 
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I 
That the Respondent w.r.t allegation 3 above wherein he had been held 

Guilty had I submiVed thaUhe i~ventory was actually valued on Weighted 

Average b~sis only as the accounting was carried out by management on 

'Tally' sotv1are w~ere inventories are valued at moving average which is 

same as the weiihted average basis and there was only a typograph.ic 

error in writing tht word "Weighted" in the Significant Accounting Policies. 

Further, iflthe cJmpany had not stated 'Weighted average cost', it had 

neither us d the rord 'Simple' Average cost. W~h the available records 

and infor~ation the formula used by the Company has been stated to have 

. reflected t1irest ptssible approximation to the cost incurred in bringing the 

items of +entory:to ·th~ir'presen.t location and condition. • • 

That the .Respondent w.r.t .allegation 3A above wherein he had been held 
' . ' ' 

guilty had submitted that .it was consistently :done on the basis of Net 
' ' 

Realisable Value or Cost whichever is lower. -In .the instant -case, the Net 

Realisat;>IJ .value was low~r than cost. Furthe~. sinc.e this method was· 

followed tnsistently, the same was not specifically mentioried in the Audit 

Report. i _ • I . _ . . _ 
8.4 That the responrent w.r.t allegation 5 aboye wherein_ he had been held 

Guilty t:lad ·submired that he along with his ·fellow Joint Auditor sufficiently 

verified th~ inventory through intensive audit procedures and vouching and 

they sugdested /he management not to omit the words "as certified and 

valued b~ the Janagement" due to considerable • usage . of estimation 

• involved ih such ~rocess. He further .stated that in his Audit Report, it was 

stated thJt the rlliance was placed on the management estimations and 

valuationJ and tJey performed releva~t audit procedures while conducting 

the audit of inv~ntory. He also submitted that the Guidance note is 

impact. I .. 
8.5 That the kespondent w.r.t allegation 6 above wherein he had been held 

I • . •• 

Guilty had submitted that the company had different types of •inventory in · 

hand du~ng thJ period. However, the quantities of different type of 

inventori~s whicJ were being traded were measured in terms of Nos., Kgs, 

tons, milli~rams ~tc. but because of diversified nature of such. inventory, it . ' 

was impr~cticable for the Company and the Respondent to disclose the : I 
CA. Sun ii Johri (M'.No.074654), Raipur in Re: Page 6 of 27 
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quantiiative details in the financials. He ·.further stated that the company 

duly reported the total amount in respect of opening and closing stocks, 
I 

purcha1ses, sales and consumption of raw material with its corresponding 
I 

value and quantitative breakup of manufactured goods. Further, he stated 

that · e~en • if there was noncompliance in relation to the disclosure 

require~ent as alleged then also he and his fellow joint auditor were of the 

view that the same was not material enough to report in their Audit Report 

and ~1sb it did not affect:the· true and fair view of financial statements. 

That th~ Respondent w.r.t_allegation 10 above wherein he had been held 

Guilty Kad admitted that it was a prior period item and he had not erred in 

disdosir g such prior period Item. as the amount of Rs.67, 16,567.75 was 

shown as_ Depr~ciation in Profit and Loss Ale· and· further, Schedule E -

-. Fixect·.pJssets an amount of Rs;30,34,115 was shown as depreciation for 
, I . • 

I the peri~d. •• Then, the. discl.osure was given in Note~ 1_7 of Schedule R and 

\ furthe(_.f_l was also di~closed in ~nnexure 1 _ of Audit Report. • it wa_s ~tat~d 

. that from all'. such disclosures, • It was evident that the depreciation in 

\ relation ~o prior period .item was clearly disdosed and technicalities of AS-5 

I · were duly comp1ied with. • • _ 

8.7 \ That th~[ Respondent w.r.t a1legatio11 12 above wherein he had been held 

, Guilty ihad submitted that auditee company never intended to show such 

l expendit~re as part of its fixed assets or current assets and such expenses 
. I . 

9. 

· I were in9urred _ to increase authorised capital which was in the nature of 

1 

share ex'renses a~d hence, AS 26 was n~t appli~abie on s~ch expen~iture 

and .hence, attention was not drawn to this fact in the Audit Report signed 

by the Jdint Auditor. • 
I • 
' 

The Direbtor (Discipline) had in his Prima Facie Opinion held the Respondent 

prim~ taJie Guilty on following allegations: • • 

-: I 
I 

a. First Charge (S. No .. 2 of the .Table) relating to non-disclosure of Cash 

lnfl~J, on· sale of fixed assets and cash outflow on · purchase of fixed 
_. I : .. 
assets separately: 

1. \The Director (Discipline) in the prima-facie opinion observed that it 

:-was worth . to weigh the materiality in view of gross cash flows 

CA. S~nil Johri (M.No.074654), Raipur in Re: l I • 
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ihvolved in sale and purchase of total fixed assets in comparison with 
I 

t
1

he 'Cash flows from Investing Activities'. 

2. €)n perusal of 'Cash flows from Investing Activities' in the Cash Flow 
I . 
Statement for the financial year 2007-08, it was noted that the entire 
I I •• . 

cash flow under this sub head was from sale and purchase of fixed 
I , 
?lSSets only and not from any other source, therefore, the amount of 

kale a~d purchase of fixed assets becomes material. Hence, the 

~ontention of the Respondent as to non-materiality of the amount in 

· r:his charge cannot be accepted. 

3. Besides, it was also noted that omission of such information is not 

.only a~'. omission of material information from the financial statements 
I , 
but als.o it leads to deviation from the requirements of the standard. 

Moreover, it was noted that neither any profit nor any loss. has been 
! : 

! reporteq to have occurred on such sale of fixed assets in Profit and 

Loss Acco1,.1nt. 

. 4. As su~h effectively, there was omission of entire related information 

I

; from the financial statements. Hence, it appeared that the 

. Respo~dent had been grossly negligent in performing his duties and 

also failed to report the material misstatement appearing in the 

financials Therefore, the Respondent was held prima facie Guilty on 

this charge for professional misconduct falling within the meaning of 

Items·. (6) and (7) . of Part I of Second Schedule to the Chartered 

Accountants Act, 1949. 

b. Secdnd Charge (5. No. 3 of the Table) relating to Inventories was 
! • 

valued on the basis of 'AverageJ cost formula : The Director (Discipline) 

in thk prima-facie opinion observed that there was nothing on record to 
I . 

verify the claim of the Respondent about the actual method used by the 
I 

Company to value the inventory as the 'Tally' software often offers various 

met~ods to .calculate inventory. Further, it was also viewed that deviation of 

policy adopted for valuation of inventory wt,ich was not permissible under 
' 

AS 2 cannot be said to have immaterial effect on true and fair view of the 
I 

financial affairs of the Company. Accordingly, the Director (Discipline) in the 

prima.,.facie ··opinion held the Respondent prima facie GUil TY on this charge 
! 

CA; Sun ii Johri (M.No.074654), Raipur in Re: Page 8 of27 
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for p~ofessional misconduct falling within .the meaning of Items (5), (6) and 
I 

(7) ~f Part I of the Second Schedule to the Chartered Accountants Act, 

1949:. 
' 
' 

Third Charge (S. No. 3A of the Table). relating to depreciation not 

form1ing part of valuation of finished goods : 
I 

i 
1. The Director (Discipline) in the prima-facie opinion noted from Para 6 

• ahd 8 of AS. 2 which clearly mentions that the depreciation being the 

fi*ed production overhead incurred in converting materials .into finished 

gbods should be included while calculating cost of finished goods. 
I . . 

2. FLrther, the company had charged the depreciation for the .financial year 
I . . - . -

2007-08 amounting Rs 67.17 Lakhs which includes depreciation 

a1~6unting Rs 36.82 Lakhs pertaining to the year· 2006.,.07 - and the 

• a1Lnount of depredation ofRs.67.17 Lakhs appears to be mate·rial being 

10% of total Inventory. 

3. Further, it was also observed that adoption of a cost formula excluding 

. depreciation leads to undervaluation of inventory. The Respondent ·in 

respect of this chargewas silent in his 'Written Statenie~_t as to why 

-t~e • depreciation was not included in the cost of the Inventory while 

applying the formula for valuation of inventories. 
I 

4. Hence, it was reasonable to be inferred that the Respondent was not 
I - . -

_ diligent while performing his audit procedure of valuation of inventory and 
I . . . 

also failed to disclose this material misstatement known to him to appear 

i~ the Financials of the Company making him pri.ma facie Guilty on this 

c1
1

,arge for professional misconduct falling within the meaning of Items (6) 

and (7) of Part I of Second Schedule to the Chartered Accountants Act, I . 
1949. · · . · · 

d. Fourth [charge CS. No. 5 of the Table) relating to 'Inventories' mentioned -

.- "as ce~ified and valued by the Management": The Director (Discipline) in 

the- pri~a~facie opinion observed that the Respondent had not addressed the • 

observa~ion of the Board directly by providing_ .the reason of usage of such 
- I . - . -
expression. Furthermore, the Respondent had also neither produced on record I - - . . 
the certi{icate of the management in relation with.valuation of inventory nor did 

I • 
I 
l 
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i 
he producb any relevant working papers to substantiate his defence. It was -

noted that out of total Balance Sheet size of Rs 14 crores (approx.), inventory 

constitutes Rs 6.7 crores (approx.). Hence, casual approach of the Respondent 
I . 

could not be accepted. Thus, the Respondent was held prima facie Guilty on 

this chargt of Professional Misconduct falling within the meaning of Items (7) 

and (8) of part I of Second Schedule to the Chartered Accountants Act, 1949. 

; 

e. Fifth Cha1rge (S:; No. 6 of the Table) relating to details of value and 

quantity 6f trad{ng goods purchased and sold not disclosed as per the 

. requirem~nts oiParagraph 4A, 48, 4C and 4D ·of Part II of Schedule VI of 

C 
. I : 

ompames Act, '.1956: 
I •-

1 .. -The Direbtor (Discipline) in the Prima-facie Opinion noted that pursuant to the 

requirem~nts of Clause 3 {i) (a) of Part II of Schedule VI to the Companies 

Act, 1956, the (allowing information pertaining to turnover is also required to 

be disclolsed in financial statements: • . • • . 

. "(iJ (a}, The turnover, that is, the aggregate amount for which sales are 

effecthd by the company, giving the .amount of sales- in respect of each 

class I of goods dealt with by the company. and indicating the 
I • 

quantities ofsuch sales for each class separately." 
I • 

I • . 

2. It was observed that quantitaUve disclosure of trading goods is a mandatory 

require~ent under the Companies Act, 1956 which was not disclosed in Notes 

to Acco~nts. Th~ plea of the Respondent that disclosure of quantitative details 

was imp1racticable could not be accepted considering the material nature of 
I 

transactipns he.Id in trading goods being 31.8% of total Sales and Services 
I . 

arid 32% of total manufacturing expenses and also that cost records mandate 

mainten!nce ofsuch records. 
·1 
I 
I 

I . • 

3. Thus, it 
1

was viewed that requirements of Part II, Schedule VI to Companies 

Act, 19~6 has: not been complied with . and Respondent has not drawn 

attentiori • to this fact in his auditor's report. Thus, the Respondent was held 

prima facie Guilty on this charge of Professional Misconduct falling within the 

· W CA .. Sunil Johri (M\No.074654), Raipur in Re: Page 10 of 27 

.l 



f. 

[PPR/P/254F/2016-DD/118/INF/2016/DC/1531I2022) 

mea+ing of Items (5) and (7) of Part I of Second Schedule to the Chartered 

Acco·untants Act, 1949. 

I 

Sixth qharge ($. No 10 of the Table) relating to depreciation of -Rs. 67.17 

lakhs included the depreciation of Rs. 36.825 lakhs pertaining to the year 

2006,-07 while the reason of the same had not been disclosed:- The 

Director (Discip1ine) in the Prima-facie Opinion noted that neither the fact that 

wheth~r it was a ~hange in estimate/ _depreciation method or any error giving 

rise to la 'prior period item~' was disclosed nor· was it disclosed in the Profit and 

Loss h,/c but in Notes to · Accounts. It was also observed that the amount 
' 

. involv~d constitutes · more than 50% of total depreciation charged · during the 

• financial year; it -was material -.adjustment -in · the -context of 'Profit • After Tax' 

. (PAT). Accordingly, non-disclosure of such adjustment with a meaningful 

1 reasoF1_ for such adjustment on the -face of Pandl Ale made the Respondent 

; I· · prima !tacie Guilty of professional" miscond~ct falling within • the _meaning of 

! · Items {7) and (8) of Part I of Second Schedule to the Chartered Accountants 

Act, ·1~49. 

. i .. . 
g. Seventh Charge (S~ No 12 ·of the Table) ,relating to Deferred Revenue 

. , . ' 

Expenditure of. Rs. 2, 16,480/- ·shown in Balance Sheet under the Head 
. . 

'MisceUaneous Expenditure' which did not meet the definition of assets as 

given in AS 26, -Intangible Assets : The Director (Discipline} in the Prima

. facie 9pinion noted that Expert Advisory ·committee (EAC) issued opinion on 

the matter in Query No.28, Opinion finalised by the Committee on 22.01.2014 

· and 2:~.012014 (33rd Volume, Pg.308} which • explicitly · states that such 

expens!es does not give rise to any re~ource controlled by the entity. Such 
1 • • 

increase-·in Authorised Capital does not ensure inflow of cash until or unless 

share capital is issued against it. Therefore, the expenditure incurred by the 

comparty towards increase in authorised share·capital cannot be considered as 

. : share i1sue expenses and should be trea_ted as expense and charged off in the 

Statement of Profit and Loss. Accordingly, the plea of Respondent could not be 

acceptJd. Hence, the Respondent was held prima facie Guilty of profess_ional 

miscon~uct falling within the meaning of Items (6) · and (7) ·of Part I of Second 

Schedule-to the Charte_red Accountants Act, 1949. 

o/ CA.jSunil Johri (_M.No.074654), Raipur in Re: 
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I 

1 0. Accordingly~ the Director (Discipline) held the Respondent Prima Facie Guilty 

of Professidnal Misconduct falling within the meaning of Items (5), (6) ,(7) and 
I 
I I A (8) of Part I of the Second Schedule to the Chartered Accountants ct, 1949. 

The said itelms to the Schedule to the Act, states as under: I . 

Items (5), (6),(7) a·nd (8) of Part I of the Second Schedule 

"A chartere~ accountant in practice shall be deemed to be guilty of professional 

misconduct, if he- . • 

(5) fails tol disclose a material fact known to him which is not disclosed in a 

financi . I · statement, but disclosure of which is necessary in making such 
I . . • • 

financl~I statement where he is concerned with that financial statement in a 

professional capacity ; . _ 

(6) fails Jo }ep~rt a material mis-stateme11t kno~n . to him to·-app~ar in a financial 

statem~nt with which he is concemec;I in a ,professional capacity; 

-(7) does nbt exercise·due diligence or is grossly negligent in the conduct of his 

profes} ional duties." 

(8) fails toi obtain sufficient information to warrant the expression -of an opinion 

or t ~s 
1

except/ons are. sufficiently material to negate-the expression of an 

opmJOti,; . . .- .• 

i . 
· Respondenfs.Submissionon Prima .F,acie Opinion 

11. The RespoL ents had madRsubmissions dated 5ih March 2022 in response \o 

Prima Facie Opinion. The gist of those submissions are as under: 

a. The Resppndent:humbly submits that SA 299 provides for responsibility of joint 

auditors ~nd sp~cifies that . in respect of audit work divided among the joint 

auditors, ~ach joint auditor is responsible only for the work allocated to him. • 

b. On perusb1 .of the . above division of work, it was evident that the Respondent 
I . 

was respcmsible-for: 

i. Prep<11ration of Tax Audit Report, 

ii. Checking of Direct Tax, Indirect Tax and PF/ESI related-compliances 

. I • 
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iii. Ch~cking of Bank and Loan Statements_ano 

1v. Test of Internal Controls. 
I 

\c. In light 1 of the above bifurcation of .work between the joint auditors, it was 

humbly I submitted that none of the charges alleged on the Respondent in the 

I 
I 

• Prima ,1acie Opinion was related to scope of work of the Respondent as 

charges alleged in the Prima Facie Opinion are related to: 

i. d,hecking of • Preparation of Financial Statements i.e. Balance Sheet, 

Pfofitand Loss and Cash Flow Statement: Charge No. 2, 12 

ii. 11ventory Valuation: Charge No. 3, 3A, 5, 6-

iii. C~ecking of Depreciation: Charge No. 10 I 
~. Based ol the abo\/e, it was evident that the charges alleged· on the Respondent 
I I . 

were not related to the scope of work divided between the joint auditors with 

respect !to the Respondent. Therefore, in· light of SA 299, it was humbly 

submitted that the Respondent cannot be held Guilty of any charge which does 

not relat~ to the scope _of work divided between the joint auditors With respect to 

the Respondent. Hence, the charges alleged on the Respondent deserves to 
• I -

be droppied based on this ground only. 

~ ,· Charges i are not maintainable as the Respondent has duly complied • with 
1 

applicabl~ standards as per report of peer reviewer. 
I . 

f. With res~ect to Charge no. 2, it was submitted that the main objective -of AS-3 
1 is satisfied and disclosure was made considering the materiality level in the 

case of a~ditee. Further, there is no omission from the financial statements. 

g1 With respect to Charge no. 3, it was evident that there is no diversion in 

valuation \as the same is done as per the accounting pr_inciples. • 

h: With resJtct to Charge _no. 5, it was evident that the issue related to guidance 

note· whi1h are recommendatory in nature. and such disclosure does not ·have 

any adverse -impact on -the financial statements. That on similar basis charge 
I . 

no. 1, 4 ahd 8 in PFO has been dropped. 
. I . . 

i. , With respect to Charge no. 6, there was sufficient reason of not disclosing the 
I . 

: quantities· however the total value has been duly reported which establishes 
I • 

; that there is no material misstatement which can make the Respondent grossly 

'. negligent. \ 
I 

I 
I 

CA. Su\nil Johri (M.10.074654), Raipur in Re: Page 13 of 27 
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J. With respept to Ch,arge no.- 10, that the omission of depreciation in earlier year 
I ;.: 

was done 0y the auditor of that year and not the Respondent, instead the said 

omission i~ rectifi~d in the current year by proper adjustment i_n Profit and Loss 

Account a~d disclosures in the not~s. 
i i • . 

k. With respe1ct to Charge no. 12, AS-26 is not applicable in the present case and 
. I :. 

the disclosure of deferred revenue expenditure under miscellaneous 

· expenditu~~ is asper Schedule VI only, which was first done in the year 2006-

07 _when t~e ResJond~nt was not the auditor. 

I. Proceedinb is in tiolatiori of Rule 12 of CA Rules and charges alleged are not 
I :: - . 

related to ~he scope of work as per SA299 . 

m. Charges !alleged' do not involve any material non-disclosure or material 
i .: . 

misstatements ar:id are mostly being regarded as clerical errors and none of the I . -~ . . . 
charges a

1

re of the nature that proves gross negligence of the Respondent. 

n. Charges ~lleged::on the Respondent have not impaired the true and fair view of 

the fihantial statements.· Out of 19 • charges, 13. have been · dropped which 
I ,.,, 

. I ; 

proves blyond doubt that charges are clerical in nature. 

I 
. - I , 

BRIEF FACTS OF THE PROCEEDINGS: 

. I 
12. The Committee 1-ii'oted that the instant case was fixed for hearing on following 

dates: I _·. . 
I 

I ' 

-.S.No.j Date Status of Hearing 
' I 

. 1. I 19:09.2022 Part Heard and Adjourned 

2. 
I 

28.1:1 .. 2023 . Part Heard and Adjourned i 
i 

3. I 13.1;2.2023 Heard and Concluded. 
' 

13. On the day of the first hearing, held on 19th September, 2022, the Committee 
I '. 

noted tha~ the Respondent was present with his Counsel CA. Shashi Kant Barve 

through ~idea_ cqnferencing. mode. The Respondent was administered on Oath. 

Thereafter, the Committee enquired from the Respondent as to whether he was 
I . 

aware of the c~arges. On ·the same, the Respondent replied in the affirmative 

and pleaded Not Guilty to the charges levelled against him. The Committee 

: · W' CA. Sunil Johri l(M.No.074654), Raipur in Re: 
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looking into the fact that the matter was p,acedJor hearing for first time, decided 

to adjourf:1 the matter to future date. 

' 

14. The Corr~mittee noted that the Respondent vide letter dated 22nd November, 
I 

1 
2023 has1 submitted summary of all charges-which are as under:-

i_l In respbnse to the first charge (S. No. 2 of above table), the Respondent 

submitt!d that the specific format of the cash flow has not been provided in ·any 
I . 

of the a:uthoritative guidance tssued by ICAI. Further, said disclosure does not 

constitute any material misstatement in· the financial statements of the entity, 

hence, jthe question of professional misconduct does not arise. Again, the 

·division! of work clearly mentions that checking of. preparation of financial 
' . 

• statemJnts i.e. balance sheet, profit and loss and cash flow statement is within 
I . . 

1 
_ _ the puiiew of the joint auditor so the Respondent shall not be held guilty for 

iij • :e~:c~se to the second charge (S. Noi 3 Of above table}, the Respondent ! 1 • • 

• submittE~d that the responsibility of execution of the inventories was that of the 

Joint Auditors and not that of the Respondent. The DD ICAI has not considered 

! 

that fact that even AS 2 uses the word "average" in context of how the valuation · 
I . . . 

of invehtory has to be carried -out. It also must be noted that • the "Tally 
I . 

Softwar:e11 comes with. the functionality of valuing inventory either at FIFO basis 

or Wei~hted • Average Cost basis. The same has to be selected by the 

Ma~agJment. Hence, the question that the inventory would have been valued 

• with ant other method otherthat specified in AS- 2 does not arise. 

iii.. In respbnse to the third charge (S. No. 3A of above table), the Respondent 

submitted that from the division of work between the joint auditors, it is amply 

clear tHat the responsibility of execution of the inventories was that the Joint • 

Auditorl and not that of the-Respondent". Hence, the conclusion of the DD ICAI, 

with rebards to the responsibility of the. Respondent on the said financial 

' 
. i 
IV! I • 

I 

caption is totally invalid and bad in law. 

In resp
1

onse to the fourth charg8 (S. No·. 5 of above table}, the Respondent 

submittfd that the responsibility of the execution of the audit of inventory was of 

the joint auditors and not the Respondent. Hence, the DD ICAI cannot hold the 

Respo~dent guilty of professional misconduct on an act performed by some 
I . 

other person. 
I, 

~/ CA. Sunil Johri iM.No.074654), Raipur in Re: Page 1S of 27 
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In respon~e to the fifth charge (S. No. 6 of above table), it is submitted that . 

the Comp~ny has duly reported the total amounts in respect of opening and 

closing st~cks, p:LJrchases, sales and consumption of raw materials with its 

. correspon~ing vf lue and quantitative break up of manufactured goods. 

Therefore,j as perdause 3 (ii) (d) of Part II, Schedule VI of the Companies Act, 

1956, it is ievident that disclosure of the same in the financial statements of the 
! r'. 

Auditee wi'II be ccigitated that the Respondent has sufficiently complied with the 
. . 

requiremer,ts· of part II, Schedule VI to Companies Act. 
I . . 

In responlse to t!'e sixth charge (S. No. 10 of above table), the Respondent 

submitted that the audit report was appropriately modified because the 

depreciati n was::not charged in the books of account. Further, attention is also 

drawn • to t.otes. a'f the· financial statements wherein tt is cl~arly menti_oned that 

the deprej'atlon ·of the previous year has been charged during the period. 

In response to: the seventh charge (S . . No. 12 -of. above table), the 

. Respond+! ·stat.id that the EAC whi_ch is referred by · the DD lCAI has been 

only givet by the ICAI in year 2014, while the financial statements were 

attested in FY 2008. Hence, the opinion which was issued by ICAI cannot be 

applied inl the ptesent circumstances. It. must be· noted that the accounting 

treatmentjgiven ~y the Company and-as audited by the Respondent is in line 

with the p ,actice prevailing in the FY 2008. • . · 

15. On the dayj of the·:,second hearing held on 28th November 2023, the Committee 

noted the Counsel for the Respondent CA. Ankit Maheshwari was present 
! '·- . 

through Video conferencing mode. The Respondent Counsel presented his line 

of defence lnter-alia, stating that: . 

a. That t~e audilin this case was conducted by Joint Auditors. 

b. There ~ere 1 ~ instances alleged by FRRB. . ; 

c. Out of these ::19 instances, the Director (Discipline) held the Respondent 

guilty on 6 charges. 

d. These 6 char~es are coming in the domain ofthe Joint Auditor. 

15.1 Thereafter, the C9mmittee gave directions to the Respondent to submit within 

10 days the following documents: 

a. Submit a chart mentioning: 
' ; 

~ CA. Sunil Johri (M.No.0746.54), Raipur in Re: Page 16 of 27 
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Para number of Prima-facie Opinion. (i) ! 

(ii) 

(iii) 

Charge and Charge number in the Prima-facie Opinion. 

Whether that charge relates to the Respondent or Joint auditor. 

I 
b. Further points for consideration by the Committee. 

I . 
Th~ Co~mittee, thereafter, adjourned the case to a further date for a detailed 

hearing._ With this, the hearing in the matter was partly heard and adjourned. 

16. The Resbondent vide email dated 11"' December, 2023 submitted a chart 

containinb the details as directed by the Committee. He also submitted that the 
I • 

charges for which he had been held accountable were under the purview of the 
I . 

. joint audi)or and the joint auditor had already been found Guilty of these charges 

and has been reprimanded. . . 

·,· 17. r On th~~ d~y of the final hearing held on 13th December, 2023, the Committee • 

noted. t~~t the CA. Ankit Mahe~hwari_·Counsel for the Respondent was present • I • 

through lideo Conferencing ·Mode. The Committee noted that Counsel for the 

Respondent presented his line of defense, inter-alia, mentioning that the 

informatiJn letter was given in 2016 whereas the matter relates to financial year 
' . 

-2007-0~: The audit of the Company was conducted by the joint auditors and 

certain c~arges leveUed against the Respondent pertain to another joint audit6r. 

He, there~fter, submitted in his defense, .in detail, on the charges levelled against 
I I 
: the Respondent.· 

17 .1 The Respondent had submitted an affidavit on th~ joint agreement as entered 

between th:e Resp~ndent and the Joint· auditor vide email dated 20th December, 

2023. 
' I 

17 .2 Thereafter, I the Committee, looking into the Respondent's submissions proceeded · 

. in accord.ance with the provisions • of Rule 18(8) of the Chartered Accountants 

(Procedure of Investigations of Professional and Other Misconduct and Conduct of 

cases) · Ruffs, 2007. After considering_ all papers available on record and after 

~etailed deliberations and recording the submissions; the Committee decided to 

conclude th,e hearing in the instant case and decided to hold the Respondent, CA. 

Su~il Johri (M.No. 074654), Raipur, Guilty of Professional Misconduct falling within • 

the meanin6 of Items (5), (6), (7) and (8) of Part I of the Second Schedule to the . • I . 
Chartered Accountants Act, 1949. 

- I 
W CA. Sunil Johri (M.No.074654), Raipur in Re: 
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FINDINGS OF THE COMMITTEE 
I 

18. The Commi~ee noted that the said Company i.e. M/s Southern lspat Limited for 

financial ye~r 2007-08 was audited jointly by CA. Sunil Johri of M/s Sunil Johri 
I 

and Associ~tes, and P SivaRajan of Mis Mahadevan and Sivarajan. The 
I 

Committee also noted the submission · of the Respondent that the areas to be 
I , 

cov~r~d du1ing the.audit were predefined in the scope of work.for joint audit vide 

the Joint agreement dated 30th November 2007. The Committee further noted 
I . 

that the Retspondent is taking a plea that the charges levelled against him falls 
I . 

within work! area of_ other join~ auditor and accordingly the responsibility of the 

same cann~t be attributed to him. · . ! . . 

• 19. · As regards the above, the Committee noted that Paragraph 5 of SA 299, 
I 

Responsibility of Joint Auditors requires as follows: 

"5. . ... On tpe Other hand, all the Joint auditors are jointly and severally 

responsible for: 

I 
d. for examining that. the · financial statements of the entity comply with the 

requi/iements of the relevant statute; 

e. for en,uring that audit report complies with the requirements of the relevant 

. statue. 11 
• 

In view of the above-mentioned requirements, it was noted that both the auditors 
I • . 

! 

are jointly! and severally responsible for the presentation and disclosure 

requiremerjlts of the financial statements though there was division of the work 

between t~em. Hence, the plea of the Respondent is rejected that the charges 

fall under the purview of the other auditor. Moreover, it is pertinent to mention 
I . 

that the. impact .of the misstatement as mentioned in .various charges, if 

considered in aggregation, is material and impacts the decision of the user of the 

financial statements. 

CA. Sunil Johri (M.No.074654), Raipur in Re: 
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I 

20. The Committee accordingly noted the following charges as given hereunder: -

FIRST CHAR!oE BY DIRECTOR (DISCIPLINE) 

21. The Cor:i,mittee noted that ·the first charge relates to non- disclosure of Cash 

Inflow dn sale of fixed assets and Cash Outflow on purchase of fixed assets 
I 

separatJJy which as per the requirements of paragraph 21 of AS 3 should have 

been di! ctos~d separately on gross basis in the C~sh Flow Statement. It was 
I . 

stated t~at only net Cash ·flows on sale and purchase of fixed assets have been 

reported in the Cash Flow Statement for Financial Year 2007-08. 

I : 

21.1 The Committee noted that the Responden_t at the stage of hearing had mentioned 

that he has not retained any working papers relating to audit. So; he failed to give 

·any speJific details regarding sale, purchase transaction of fixed assets. The 

Committ~e also noted· that the Respondent · had taken· pl~a that present .,charge 

pertains ·to work ·which was -res·ponsibility of other joint auditor. The Committee 
I . 
I • 

further nc:,ted that the· Respondent in this regard had submitted that the amount 

involved ~as only 0.15% of total fixed assets of the company and hence was not 
I . 

material. ! 

21.2 The Committee further noted that in .the extant matter, only net cash flow on sale 

and plfrcti}ase of fixed assets was reported in the cash flow statement for financial 

21.3 

I 

year 2007-0R In other words, gross cash flows pertaining to purchase and sale of 

fixed asdets were· not shown in the Cash Flow Statement. The Committee, 

however, I on perusal Of ~cash flows from Investing Activities' ·in 'the Cash Flow 

Statement for the financial year 2007-08, noted that the entire cash flow under this 

sub head! was from sale and purchase of fixed assets only and -not from any other 
I . 

source, t~1erefore, the amount of sale and purchase of fixed assets was found to 

be materral. 

Further: il was viewed that the .Respondent had again. argued in tenns of net cash 

flow whereas; the non-:compliar:ice had been raised for gross amounts involved. 

Hence, t1e contention of th~ Respondent as to non-materiality of the.amount in 

1his charge was· not found acceptable. Moreover, neither any profit nor any loss 
I 

~CA. Sunil Johri.(M.No.074654), Raipur in Re: Page 19 of 27 
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has been rept ed to .have occurred on such sale of fixed assets in Profit and loss 

Account and ~s such effectively, there was omission of entire related information 

from the finan~ial statements. The Committee, accordingly, noted that omission of 

such information was not only an omission of material information from the 

financial statements but also it led to non-compliance of AS 3 which should have 

been reported_ by the Respondent in his audit report. Accordingly, the Committee 
I '. 

is of the consjdered opinion that the Respondent is held Guilty of. this charge for 

professional 1isconduct falling within the meaning of. Items (6) and (7) of Part I of 

Second Schepule to · the Chartered Accountants Act, 1949 with respect to this 
• I 

charge. 

SECOND CHARGE BY DIRECTOR (DISCiPLINE) 

.i 
22. The Committee noted that second charge was related to the · significant 

accounting :POiicies .,of the· Company related ·to inventories which mentioned tha_t 

value of_ lnvJntory of Raw Material was based on 'Average Cost Basis' whereas, 

-AS .2 presctibes to adopt either FIFO or 'Weighted Average' cost formula· to 
' , , 

determine ,trie value -of inventor~es. Thus, it was alleged that inventories valued 

on the basis of 'Average' cost formula was not permissible under AS 2 and the 

Respondentjhad failed to report about the same.in his Audit Report. 

22.1 The-Committbe noted that the Respondent in his defence had mentioned that 

inventory wai value·d on Weighted Average basis only and there was only a 

typographic ¢rror in writing the word 'Weighted in the Significant Accounting 

Policies. The Resp~ndent • had also mentioned that he had not retained the 

working pape;rs. Accordingly, contention of the Respondent cannot be proved that 

weighted avefage rnelhod was adopted by tlie Company . • 

22.2 Thus, looking into above facts vis-a-vis the acceptance of the mistake by the 

Respondent, 'the Committee is of view that the plea-of the Respondent, that the 

valuation methodology followed during the previous years was followed, could not 

be acce~ted. It was· viewed that whenever an auditor state in his report that the 

financial stat~ments were in compliance with Accounting Standards referred in 

Section 211 (3C) of the Companies Act, 1956, it is his responsibility to verify the 

CA; sunil Johri.(M.No.074654), Raipur in Re: Page 20 of 27 
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I documentJ, accordingly. In any case, the Respondent had accepted an error in 

! respect oflthe same. Accordingly, the Committee is of the considered opinion that 

! the Respondent is held Guilty of professional misconduct falling within the 

I meaning· e:~f Items (5), (6) and (7) of Part I of Second Schedule to the Chartered 

! Accountar\ts Act, 1949 with respect to this charge. • 
I 

I I 

I ' I 
THIRD CHARGE BY DIRECTOR (DISCIPLINE) 

I I • 

231 With res~ect to third charge, the Committee noted that It has been stated that 

i the company, in its accounting policy, has provided for valuation or Finished 

f . Goods. ~1ventory a~ .the cost ~f ~aw material consumed ~nd .direct ~s~ related to 

1 • product10n excludmg deprec,afton whereas AS 2 requires deprec1at1on should 
I i • • • 

I form part in ·the valuation of inventory. Accordingly; it was alleged that the 

Hespon~ent had failed to report rion-compliance of AS. 2 in· his Audit Report . . 
I • i ' . ·.. . . . . . .•·. . . .... · ·'·· • . 

23 · 1 ·-The Com,mittee noted .that the Respondent had . stated,:thafvaluatioh : or finlshed 

I 

I 
I 

goods . was consistently done on the basis of 'Net Realisable Vaiue or Cost' 

Whicheve1r iS 'l'ower ahd Net Realisable value was lower than cost. Further, since 
. . . 

this methbd was followed consistently, the same was:notspecifically mentioned .in 

the audit~:·-report . • The Committee. further noted that the , Respond~rit had al~o 

submitted that valuation of finished goods was dorie 'on·. NRV so. even if 
. I • . . 

, depreciation was ··added it would not· had . any impact··. on ·financials. The 
. . . 

Resporid~nt·. at hearing stage· accepted that there. was·· lapse :o·n part ... of the 

Respondlent ofnotadding depreciation i~ the cost. . • • 

23 h Thus, lobki~g into above facts vis~a-vis the acceptance of the mistake by the 
! . I . • . . 

Respondent, the Committee viewed that although such type of error neither affects 
I . . . . . 

the true rnd fair view nor affects the decision making of any·user of the financial 

1 . stat~me~t~ of th_e_ ~ompany,· however, there s~ould be compliance of _Accounting 

· I Standard . arid it brings transparency and accountability in the audited financial 

stateme~ts:.:Although, the checking of Inventory and its valuation was under the 

domain of the other jo'int auditor but it is ultimate responsibility of both joint 

W dA. Sunil Joh~i (M.No.074654), Raipur in Re: 
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auditors. Hen\ce, the: Respondent as an auditor should have pointed out deviation , 

of Accounting[ Standards, Companies Act etc. 

i -. 

23.3 The depreciation amount was Rs. 27.48 lakhs and Company had earned profit 

after tax of Rs. 2.7Q lakhs, hence, the exclusion of depreciation in valuation of 

inventory had\ a mat~rial effect. Further, it was viewed that whenever an auditor 

state in his report that the financial statements were in compliance with accounting 
I . 

standards ref~rred in Section 211 (3C} of the Companies Act, 1956, it was his 

responsibility ~o verify the documents accordingly. Therefore, the defence of the 
I 

Respondent fpr non.:inclusion of depreciation in value of inventory for not being 

material was hot found acceptable. Accordingly, the Respondent is held Guilty of 
I ' 

professional 1isconduct falling within the .meaning of items (5), (6) and (7) of Part I 

of Seco.nd Scnedule :to the Chartered Accountants Act, 1949 with respect to this 

charge. 

FOURTH:CHARd.E BY DIRECTOR (DISCIPLINE) 
I • 
I 

24. The · Commi~ee not~d that fourth- charge. is that under the head Inventories, it 

was.· rnentiohed-''ln\i'entories as certified and valued by the Management" . I ~ . . 
whereas· in terms of Guidance Note on Audit of Inventories, the usage of such 

I 

expression 'ilight le:ad the users of the financial statements to believe that the 

Auditor had merely relied on the Management Certificate without carrying out any 

. appropriate ~udit pr~cedures to satisfy him about the existe~ce and valuation of 

• inventories. Thus, it was alleged • against the Respondent that • he had not 

complied wit~ the requirements of Guidance Note. 
I 

I 
24.1 The Committeb noted that the Respondent submitted that he along with his fellow 

' 
Joint Auditor \ had ~ufficiently verified the inventory through intensive audit 

procedures a1d vouching and they suggested the management not to omit the 

·words 'as certified and valued by the management' due-to considerable usage of 

. estimation involved in such process. He had also mentioned that the referred 
- I - .· . . . 

Guidance Node on Audit of Inventories is recommendatory in nature and such • 

. disclosure do~s not have any adverse impact while reviewing financials. 

CA. Sunil Johri (M.No.074654), Raipur in Re: Page 22 of 27 
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• 24.2 The Co111mittee noted that Guid.ance Note ciearly states that the auditor should 
I 

adopt sufficient audit procedure to verify the inventories. Further, it also noted 
I 

Announ~ ment of the Council relating to "Clarification regarding Authority 

Attached 1to Documents Issued by the Institute" which describe the authority of 

Guidance\ Note as· follows: • I • 
I 

I 
"5. 'Guidance Notes' are primarily designed to provide guidance to members on 

matter.J which may ari;e in the course of their professional work and on· which 

they m~ay desire assistance in resolving issues _which may"· pos~ diff;culty . 

. Guidanqe. Notes are recommendatory in nature. A member should ordinarily 

• follow-tecommenda·tions in a guidance note relating. to ·an -auditing -matter 
I , • . • 

except 'where he is satisfied that in the circumstances of the case. it may 
. I • • . . . . 

• not be .necessary to do so. Similarly, while· discharging h_is attest function, a . 
~ • . . 

• • memb.er\ _ should ·-examine • whether. -the recorilmendations in a guidance note 

relating to .. an accounting ma'tter have been-followed or ·not. If the same .have 
~ I • 

, not been folldwed, the member should consider whether keeping in view the 
I . 

circumst~nces of the case, a disclost.ir~ in his report is necessary (emphasis 

added) . • 
.. ~ I 

. . 
. ~ I . . . . 

24.3 In. view_ ,of the above, 'it was noted that the Hespondent in the. extant case had 
. I . . • • . 

failed to .bring forth the circumstances due to which he · felt that compliance of 
. . . . I 

.Guidance N,ote·was not necessary.- Further; it was noted that out of total Balance 

~heet size ~f Rs 1'4 crores (approx) , inventory· worth Rs 6.7 crores (approx.) 

which was quite material and thus, the · approach adopted .. by Respondent is not ' • • 

acceptable. \Accordingly, the -Committee is of ·the considered opinion that the 

Respondent\is held Guilty of professional misconduct falling within the meanihg of 

Items .(:) anf (8) of P~rt I_ of Second Schedule to the Ch_art~red -Accountants Act, 

1949 with re1pect to this charge. • . • 

FIFTH CHARGE\ev·o1REC~OR (DISCIPLINE-) 
I 

25. The Commi~~e noted that fifth charge relates to that the .Respondent being an 

Auditor had\ fail~d to report in his Audit Report . the fact of ·non-disclosure of 
I 
' 

I 
~ ' I 
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I 

quantities ofi trading good_s purchased and. sold separately as per the . 

requirementsiof Partin of Schedule VI of Companies Act, 1956. 

25. 1 The Committe,'e noted that the Respondent had submitted that the Company had 

different type~'. of inventory in hand during the period and due to diversified nature 

• of such inven,ory, it was impracticable for the Company and the Respondent to : ., 

disclose the l quantitative details in the financials. The Respondent further 
. ... 
' , 

submitted tha~ primafily the Company was involved in manufacturing activities and 
\ I 

quantity of th'e manufactured goods and ,all compliances of manufactured goods 
I : . 
I t 

was done. Tre Coryimittee also noted that the Respondent had submitted that 
; 1· . • 

6600 items "{ere tra~~-so quantitative d~ta.ils were not taken into account for. 

. I . . 
25.2 It was, acco~dingly, ;noted by the Committee tha_t quantitative disclosure of trading 

.. goods, was t mand?tory requirement of ClaU$e-3 (i) (a) of Part II of Schedule VI 

under·the .Cpmpani,es Act; 1956 which·was not complied with.- .It was viewed that 

• mandate · re~uirements -have been designed to provide necessary information to 

• .. the stakehoiders.c~ncerned a.nd hence its omission could not be regarded as only 
. I . . 

presentation error. : • 

• 25.3 It was • not~d that the Respondent had failed to report about the said non

compliance1 in his audit report -Further, the. pl_ea of the Respondent that disclosure 

. of quantit~itive. d~tails was . impracticable cannot be accepted considering the 

material n$ture o( transactions held in trading _g9ods . being 31.6% of total sales 

and Servic
1
bs and } 2% of total ~anufactu_ring expenses and also that cost records 

mandate nhaintenance of such records. 

25.4 According\y, the Committee is of the considered opinion that the Respondent is 

held Guilty of prqfessional misconduct falling within the meaning of Items (5) and 
' • 

. (7) of Par/t I of Second Schedule to the Chartered Accountants • Act, 1949 with 
; , 

respect to: this charge. 

I 

' 
SIXTH CHA~GE B'f DIRECTOR (DISCIPLINE) 

26. The Co~mittee :noted that the sixth charge is .that arrears of depreciation was 

charged iin the current year depreciation· while the reason for the same had not ! . ~. . . . 

been disclosed. and as per the requirements of • AS 5, it should have been 

~ CA. Sunil Johtl (M.No;074654), Raipur in Re: Page 24 of 27 
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disclosed ~eparately on the face of Profit and Loss account as prior period items . ! ' ,, . 
. Thus, it was alleged that requirements of AS 5 were not complied with which the 

Respondent had failed to report in his audit report. 
I 

! 

26.1 The Corr\mittee noted from the Paragraph 15 of AS 5, Net Profit or loss for the 
I . 

Period, Prior Period Items and Changes in Accounting Policies which states as 

follows: 

"15. The I nature and amount of prior period iteins . sh9.uld J;,e . separately 

discl6sed in. the statement of profit. and Joss in a manner·that their impact 
I . 

on thf current profit or loss can be perceived. (Emphasis added)" 

26.2 Ftom t~e· ·abbve mentioned· requirements, the Committee noted . that. the 

Accounting Stahdatd.· s- clearly requires· to· diSclo.se ·the impact of. prior period 
!·, ' ' ' ' ' ' 

items •jn:such a manner that-.its impact can he-clearly perceived to' users of the. 
I , 

• •financial/ ,statemen~s.; According_ly, it is • o~served. that clubbing· depreciation of 

36.82 lakhs pertammg to previous year m total ·amount of expenses for the 

• current tear understates the Profit for current year. 
I 
,): 

• s 

• .. 26.-3 The Com:mittee noted that the Respondent had admitted that .it was a prior period 

item arid I necessary discl~sures were made. The Respondent had submitted that 

bifurcatior of depreciation pertaining to current year ahd prior year was given in 

Fixed As~ets Schedule. The Committee is ofthe view that merely giving separate 

disclosure does not meet the requirements of AS 5. 

26.4 The Co1mittee, ~owever, on perus_al of ~ocuments on. re~ords, noted that neither 

• t~e- fac~ rhether 1~ Was ~ c~ange m es~1mate/ deprec1at1~n ~ethod ~r any erro_r 

glVlng nse. to a 'pnor penod item' was disclosed nor was 1t disclosed m the Profit I . . . 
and Loss Ale but in • Notes to Accounts. It further noted that amount involved I . . . . . 
relating to previous year constituted more than 50% of total depreciation· charged 

during dJrrent ffnanci~I year and thus it was material adjustment in the context' of . . I • . . . . 
'Profit A~er Tax' (PAT). Accordingly, in view of the fact that disclosure of such 

adjustment with a meaningful reason for such adjustment on. the face of Profit and 

'Loss A~count was ' not made, therefore, the Respondent is held Guilty of 

' 
.n1I / CA. Sunil Joh~i (M.No.074654), Raipur 1n Re: 
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' 
professional rr,isconduct falling within the meaning of Items (7) and (8) of Part I of• 

Second Sche
1

dule to the Chartered Accountants Act, 1949 with respect to this 

charge. • • 

SEVENTH CHARGE sv:01RECTOR (DISCIPLINE) 

27. The Committee noted that the seventh and last charge is that the requirements 
I . 

of AS 26 - . 'lntang:ible Assets' were not complied with as Deferred Revenue 

Expenditure 
1

was ccipitalised in Balance ·Sheet which the Respondent being the 

statutory auqitor fail~d to report the same in his audit report. 

27 .1 The Committtke noted that the Respondent had submitted that AS 26 is not 
I 
' 

applicable on ~uch expenditure as auditee Company never intended to show such 

. expendJture atpart otit.s Jixe!=l a$$ets or cummt assets ~nd such expenses were 

incurred to inqrease ~uthorised capital which was·in the nature of share .expenses 

and .hence, AS 26 was notapplicable on.such· expenditure and hence, attention 

~as not draw~ to this'.factin the Audit Report. 

27.2 The Committee, however, on perusal. of the said Opinion of Expert Advisory 
I . 

Committee vieiwed that the said Opinion was purely based on the requirements of 

· Ac~ounting Standard: 26. which was mandatorily applicable on the Company. 

Accordingly, itlwas viewed that since the expenses incurred to increase authorised 

capital did notigive rise to any resource c·ontrnlled by the entity and such increase 

in authorised qapital did not ensure inflow of cash until or unless share capital was 
I 

issued agains~ it. Accordingly, the plea of Respondent was not found acceptable 

and the Committee is of the considered opinion that the Respondent is held Guilty I . . 
of professional misconduct falling within the meaning of Items (6) and (7) of Part I 

. . . 

of Second Schedule to the Chartered Accountants Act, 1949 with respect to this 

charge. 

27.3 It was further observed that almost all the observations were defended by taking 
I 
I 

the plea of materiality .and area of work of Joint Auditor, which signifies the casual 

approach adop,ted by the Respondent while performing audit of the Company. It 

was viewed that an audit .is regarded to be conducted to ·ensure compliance with 
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financial rlporting framework applicable on the enterprise, hence, in extant case, 

compliancle with the requirements of Schedule VI to the Companies Act, 1956 as 

wen as a+lica_ble accounting standards was required to be followed. Hence, if an 

auditor states in his audit report that financial statements have been prepared in 

accordande with applicable financial reporting framework and that it complies with 

the AccoJriting Standards referred in Section 211 (3C) of the Companies Act, 

1956, the~ non-compliance of the same is not acceptable. 
I 
' I 

CONCLUSIO~ 

28. 

j 

I 
' 
! . 

In view ofthe above findings stated in the above paragraphs vis-a-vis material on 

record, the Committee, in its considered opinion, holds the Respondent GUil TY 

of Professional Misconduct falling within the meaning of Items (5),(6),(7) and (8) 

of Part~I of the Second Schedule to the. Chartered Accountants Act, .1949. 
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