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THE INSTITUTE OF CHARTERED AccouNTANTS OF INDIA 

(Set up by an Act of Parliament) 

I 
PR/P l/178/18-DD/202/18/DC/1488/2021 

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

I 
ORDER UNDER SECTION 218 (3) OF THE CHARTERED ACCOUNTANTS ACT, 1949 READ 
WITH RULE 19(11 OF THE CHARTERED ACCOUNTANTS (PROCEDURE OF 
INVESTIGATION$ OF PROFESSIONAL AND OTHER MISCONDUCT AND CONDUCT OF 
CASES) RULES, ~007 

[PR/Pl/178/18-DDl/202/18/DC/1488/2021] 
I I 

In the matter of: I 
Mr. Neeraj Sharma, 
Sr. Vice Preside~t, 
National Spot E~change Limited (NSEL), 
6th Floor, Chintaniani Plaza, 
Andheri Kurla Ro~d, Andheri (East), 
Mumbai - 400 069. . ... Complainant 

! 

Versus 

CA. Gaurav KuJar Bedi (M.No.402858) 
M/s Arora Bedi ~nd Associates (FRN 012153C), 
Chartered Accouhtants, 
Govind Nagar, Nbar Ram Shyam Mandir 

I 
Saharanpur, Uttar Pradesh - 247 001. . ... Respondent . I . 

. I 
Members Present:-
CA_ Ranjeet Kumar Agarwal, Presiding Officer (in person) 
Mrs~ Rani S. Nair, IRS (Retd.), Government Nominee (through VC) 
Shri Arun Kum~r, IAS (Retd.), Government Nominee (in person) 
CA.·Sanjay Kurhar Agarwal, Member (in person) 
CA. Cotha S Srjnivas, Member (through VC) 

Date of Hearind: 10th April 2024 
I 

Date of Order: 30th September, 2024 

1. • That videj Findings under Rule 18(17) of the Chartered Accountants (Procedure of 
I 

Investigations of Professional and Other Misconduct and Conduct of Cases) Rules, 2007, 
the Disci~linary Committee was. inter-alia, of the opinion that CA. Gaurav Kumar Bedi 

.I 

(M.No.402858) {hereinafter referred to as the "Respondent") is GUILTY of Professional 
Misconduct falling within the··meaning .of Item (6), (7) and (8) of Part I of the Second. 
Schedule Ito the Chartered Accountants Act, 1949. 

2. That purLant to the said Findings, an action under Section 21 B (3) of the Chartered 
Accountahts (Amendment) Act, 2006 was contemplated against the Respondent and a 
communitation was addressed to him thereby granting opportunity of being heard in 

I 

• person / through video conferencing and to make representation before the· Committee on 
10th April p 024. ~ 

Shri Neeraj Sharma,lsr. Vice President, NSEL, MumbaiVs CA. Gaurav Kumar Bedi (M.NO. 402858), Saharanpur 
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The Committ~e noted that on the date of the hearing held on 1 o• April 2024, the 
Respondent was present in person and made his verbal representation on the Findings of 
the Disciplinary Committee, inter-alia, stating that the Company is not working right now but 
his client is cdnnected with him. He had 20 years of unblemished professional career and 
that he had ~lready suffered for 6 years. Thus, he requested the Committee to take a 
lenient view ih the case. The Committee also noted that the Respondent in his written 
representation1 on the Findings of the Committee, inter-alia, stated as_under: 

(i) With res ect to the first char e: -

a) The obJervations are technical in nature and there is no material effect on the 
finan~ial\~tatement_s s_o as to affect its "true and fai_r yiew". _ 

b) Cons1denng the principle of substance over form, 1t 1s humbly requested that a lenient 
view be kindly taken for minor lapses which does not tantamount to 'Misconduct' as 
alleged ih this ch'arge. 

I . 

{ii) With resfuect to the second charge: -

a) There is la slight deviation in compliance with the requirement, but the fact remains 
that the said deviation is not material in nature and at the same time it neither affects 
the user(~) of the Financial Statements substantially nor vitiates the true and fair view 
of the Firiancial Statements. -

(iii) With resJect to the third charge: -

a) Evidence[ to substantiate missing purchases of Rs 31.41 Crores in the name of Mis. 
RS Nagpbl Traders Pvt. Ltd. (RSNTPL) are disputed. 

b) Alleged ttansactions of Rs 31.41 crores is disputed and not accepted by Mis. Shree 
I ; . 

Rad hey pa ding t Co. (SRTC) as purchases of Mis. RS Nagpal Traders Pvt. Ltd. 
('RSNTPIL'). Thus, it is apparent that the Complainant on the one hand has not been 
able to e1stabtish-the so-called figure of Rs 31.41 crores as purchases of Mis. RS 
Nagpal Ttaders Pvt. Ltd. (RSNTPL) through Mis. Shree Radhey Trading Co (SRTC) 
and on thb other hand, denied and did not accept the figure of 54.21 Crores reflected 
as Purch~ses in the Financial Statements without any basis. 

I 

(iv) The ResJondent • referred to the decision of the Disciplinary Committee in a similar 
complaint! filed by the same Complainant against CA. PSC Nageswara Rao alleging 
that duri~g the financial year 2013-14, SSPL (auditee company) failed to reflect 
transactio

1

ns in the financial statements that it had allegedly traded in aggregate 
Rs.1 35.43 Crores turnover being Rs.77.70 Crores as BUY turnover and Rs. 57.73 
Crores a~ SELL turnover on NSEL platform as client of M/s NCS Sugars Ltd (broker 

• member 6f NSE[,:). In the .said case, the Committee held the Respondent as Not 
Guilty on \the ground that the -broker concerned intervened in the matter and had 
stated that the contentious sales were disputed. 

I 

(v) He has elercised reasonable care while carrying out his professional duties which 
may be ih minor deviation to the standards of expectations of the Disciplinary 
Committe~ but, as held by Courts, mere failure to meet the expected standard of 
efficiency by a professional cannot be regarded as misconduct.~ 

Shri Neeraj Sharma, Sr. Vice ~resident, NSEL, Mumbai Vs CA. Gaurav Kumar Bedi (M NO 402858), ~ar~npur 
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4. Keeping in view the facts and circumstances of the case, material on record and 
representatioh of the Respondent before it, the Committee decided to reserve the decision 
on the quantum of punishment to be awarded to the Respondent in the instant case. 

5. Thereafter, the Committee at its meeting held on 15th July 2024, considered the reasoning 
as contained in the Findings holding the Respondent Guilty of Professional Misconduct vis
a-vis written ~nd verbal representation of the Respondent As regard the submission of the 
Respondent regarding comparing the instant case with an earlier decided case, the 
Committee is of the view that comparing two distinct disciplinary cases as 'eye to eye', is 
not warranted as each case is decided on merits on the basis of documents and 
submissions on record. After due consideration of all the facts, submissions and 
documents on record, the Committee arrived at its Findings holding the Respondent guilty 
in respect of the charges alleged against him in Form 'I'. The Committee also noted that the 
Respondent admitted his mistake with respect to the first and the second charge during the 
hearing as well as in his written submissions. 

6. Keeping in view the facts and circumstances of the case, material on record including 
I . 

verbal and wt,itten representations on the Findings, the Committee noted as under: 

(i) First Charge: As per Section 227 of the Companies Act, ~ 956, it was the duty of the 
auditor to report that whether, in his opinion and to the best of his information and 
according to the explanations given to him, the said accounts give the information as 
required by the Companies Act in the manner so required and give a true and fair 
view of the financial statements of the Company. Despite the violation of the 
mandatory requirements of disclosures as per revised Schedule VI of the Companies 

I . 

Act 195.6 as pointed out in para 16.1 of the Findings, the Respondent remained silent 
and did; not point out the same in his audit report. Also, the Respondent admitted his 
mistake in respect of the said charge, during the hearing as well as in his written 
submissions. 

(ii) Second Charge: Companies (Auditor's Report) Order, 2003 [Issued in terms of 
Section 227(4A) of the Companies Act, 1956] was applicable to the Company for FY 
2013-14. Accordingly, the Respondent was required to include a Statement on the 
matters, as specified in Companies (Auditor's Report) Order, 2003 but he did not 
include jthe same by mentioning that the Companies (Auditor's Report) Order 2003 
was not applicable to the Company. Also, the Respondent in his submissions had 
accepted his mistake and pleaded to take lenient view on the ground that the said 

I 

mistake was technical error and does not affect true and fair position of the financial 
statements and does not constitute professional misconduct. 

(iii) Third charge: The Complainant brought on record an e-mail dated 8th July 2013 from 
the dir¢ctor of the auditee Company .. to . NSEL wherein the said director had · 
mentioned M/s. RS Nagpal Traders Pvt. Ltd. (RSNTPL) as client of Mis. Shree 
RadheYi Trading Co. (S.RTC) with client id RSN. Thus, it also shows that the auditee 
Company had made the transactions through the NSEL. Further, the Respondent 
was inv

1

olved in filing all returns and tax audit of the Company, still he failed to obtain 
evidence to find the nature of transactions taking place. Hence, the contention of the 
Respondent that there had been nothing on record to find out about the purchase 
transactions that took place through NSEL platform, was not tenable. Th~ 

Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Kumar Bedi (M.NO. 402858), Saharanpur '-f' 
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Respo dent was required to perform audit procedures to an extent to obtain sufficient 
audit e

1 
idence and apply professional skepticism to find out the real nature of 

transactions, but he failed to do so. 
I 

The Re1spondent 'adopted a casual approach while auditing the books of accounts of 
the Co~pany as he failed to verify the records related to inventory and ensure 
compliance of Revised Schedule VI of the Companies Act 1956, Companies 
(Audito~'s Report) Order 2003 and Accounting Standards (AS 9). Despite such 
irregul~rities in the financial statements of the Company, the Respondent gave a 

I 

clean report confirming that the audited financial statements for FY 2013-14 were 
giving a true and fair view of the state of affairs of the Company. Thus, he was 
grossly; negligent in performing his duties as an auditor and failed to place on records 
the facts that were required to be reported by him in his capacity as statutory auditor 
of the ¢ompany. 

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

7. 

8. 

Accordingly, ithe Committee was of the view that ends of justice will be met if punishment is 
given to the ~espondent in commensurate with his professional misconduct. 

Thus, the tommittee ordered that the name of CA. Gaurav Kumar Bedi (M.No. 
402858}, S~haranpur be removed from the Register of Members for a period of 
01(One) YeJr and also imposed a Fine of Rs. 1,00,000/-(Rupees One Lakh only) upon 
him payabl~ within a period of 60 days from the date of receipt of the Order. The 

I 

punishment in the instant case shall run concurrently with the punishment awarded 
in Case no. PR/Pl/177/18-DD/201/18/DC/1489/2021. 

I 

sd/i 

sd/-
(CA. RANJEET KUMAR AGARWAL) 

PRESIDING OFFICER 

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

GOVERNMEN,. NOMINEE 
(SHRI ARUN KUMAR, IAS RETD.) 

GOVERNMENT NOMINEE 

sdh- sd/-
(CA. SANJAY KUM.ARAGARWAL) 

I 

(CA. COTHA S SRINIVAS) 
MEMBER MEMBER .it1 ~., ...,, ~ • <l 

<:ertifie<(W be~f~ 

.tri( ~ aJlf/CA~~g 
~ f.i4et<l! / Ass ant Olr~ctor . 
~ ~/Dl~ip!\na'.Y D\~ora<.e 
~ a,!t;, -mti ~~ ~rq; ef<>-m . 
,;~ • , A" nt,,n\S or Indio 
Tt.c, tm;titule of O,artereo ,cou .,,__,.,,-110032 
~am; >!'A f<fu'l<I "l"•T~ ~. I'<<"<"• 

3m!"'" li ' • ' h" t>,lhi·l•0032 
tCAl liMW~O. v,stiwas Ne.go,, S,'1a ""'• -

Shri Neeraj Sharma, Sr. ,Vice President, NSEL, Mumbai Vs CA. Gaurav Kumar Bedi (M.NO. 402858), Saharanpur 
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CONFIDENTIAL 

01bc1PL1NARY COMMITTEE [BENCH - 11 (2023-2024)] 
I 

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

Findings· under! Rule 18(17) • of the Chartered Accountants (Procedure of 
• Investigations o:t Professional and Other Misconduct and Conduct of Cases) 

Rules. 2007. • \ 

File No.: PRJP1111a11 s.:OO120211 s,oc1148s12021 
I 

In the 'matter of: : 
. I 

Mr. Neeraj Sharma, 
Sr. Vice President, 
National Spot Exchange Limited (NSEL), 
6th Floor, Chintamkni Plaza, • 

Andheri KurlaRoJd, Andheri (East), 

Mumbai- 4000691 .... Complainant 
. Versus. 

CA. Gaurav Kumar Bedi (M.No.402858) 
M/s Ar?ra Bedi an~ Associates (FRN 012153C), 
Chartered Accountants, 

• Govind Nagar, NefurRam Shyam Mandir 
I 

Saharanpur ~ 24i~ 001 
(Uttar Pradesh) , ... Respondent 

I 
MEMBERS PRESENT: 

CA. Ranjeet Kumar Agarwal, Presiding Officer (Through Video Conferencing Mode), I . . . . . 
Mrs. Rani Nair, l.~tS. (Retd.), Government Nominee (In person), 
Shri Arun Kumar, I.A.S. (Retd:), Government Nominee (In person), 
CA. Sanjay KumJr Agarwal,Member(ln person), • 

I 
DATE OF FINAL •j-lEARING 
DATE OF DECISION TAKEN 

I 
PARTIES PRESENT 

2sth November 2023 
14th December 2023 

Complainant: M~. Shubhra Singh, Authorized Representative (Through Video 
. co1terencing Mode) . _ _ 

Counsel for Complainant: Mr. S. G. Gokhale, Advocate (Through Video Conferencing 
. . • . I Mode) 
Respondent: CA.

1
Gaurav Kumar Bedi (Through Video Conferencing Mode) 

Couns~I for _Resp,
1
ondent: CA. C.V. Sajan (Through Video Conferencing Mode) 

o/ Shri Neeraj Sharma,_ Sr, Vice Pr~sident, ~SEL, Mumbai Vs CA. Gaurav Sedi (M.NO. 402858), Saharanpur Page 1 of 27 
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I 

BACKGROUND OF THE CASE: 

1. 

I . 

-The brief bkckground of the case is that M/s. Shree Radhey Trading Company' 
. ! 

(hereinaften/1 referred to as the "SRTC") was a member broker-on National Spot 

Exchange !Limited :(NSEL) and one among 22 defaulters. The Company, Mis. RS 
I - - -

Nagpal Traders Pvt. Ltd. (hereinafter referred to as the 'RSNTPL'/'Company') 

was a clie~t company of SRTC and had traded on NSEL during F.Y. 2013-14 

under the ~ode R$N. "(hat the Respondent was the stcitutory auditor of RSNTf>L 

for financi~I year 2013-14. As per the Complainant, the complaint has been filed 
i 

considering the audited financial statements of RSNTPL downloaded from MCA 

21 website:for thefY2013-14. 

i 
CHARGES IN BRIEF: -

I - - - - -
2. The Committee noted that the charges against the Responderitare as under:-

- ! . • . 

i. That t~e Respondent neither qualified the audit report nor pointed out the 

infirmities in the preparation· of _financial statements of the Company which 
' 

were riot in consonance with Schedule Ill of the Companies Act, 2013. I - -
ii. There Jwas default in reporting under Companies (Auditor's Report) Order 

I -

iii. 

2003. IThe Complainant alleged that the Respondent did not comply with the 

requir~ments -of Companies (Auditor's Report) Order, 2003 ·about reporting on 

the is~ue of fraud on the Company or by the Company that took place during 

the yJar and_ reporting on inventory related to the confirmation of physical 
. ' • . 

verification by the management, the adequacy of the procedures for physical 

verific~tion of inventory, and the maintenance of adequate and records in this 
I 

regard. 
I 
I 

Non-reporting of transactions carried out by RSNTPL through SRTC on NSEL 

platfo~m which are reported to have not been recorded in the financial 

stater1nents of RSNTPL. Further, other incidental expenses had not been _ 

recor~ed and the Company had failed to apply accounting standards which 

were 
1
not pointed out by the Respondent in his audit report. 

Shri Neeraj Sharma, Sr. ~ice President, NSEL, Mumbai Vs CA Gaurav Bedi (M.NO. 402858), Saha_ranpur Page 2 of27 
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3. . The Committee noted that the Respondent in his reply at the stage of PFO had, 

:inter-alia, n:ientioned as under:-
, 

ii. 

That the management of the Company RSNTPL had never disclosed to him 

that t~ey dealt in commodities through brokers or with NSEL · 
I 

That RSNTPL presented its accounts to the Respondent for audit as a 

'Tradihg' company involved in agriculture produce in bulk. I . 
iii. That f;or the year 2013-14, purchases totalling Rs.43.03 Crores were made 

from ,3 Company named M/s. Anand Rathi Commodities International Pvt. 

Ltd., ,1nd the commercial invoices issued served as the source documents 

for the purchase transactions. Sales, amounting to Rs.54.21 Crores, were 

made to various companies out of the stock purchased. 

· iv. That the unsold stock amounting to Rs.11..34 Crores in the balance sheet 

was duly certified as subjected to physical verification by the management 

and found matching with the books of account. There were no evidence in 

the r~cords ofthe Company for any transactions of purchases with NSEL or 

with ~ny of its brokers as alleged by the Complainant. 

I· 

v. That :audit evidence collected from the Company did not provide any 

•. infor~ation that the. transactions ehtered by the Company originated on the 

NSEL~ platform. 
I · 

• vi. That ionly after receipt of the complaint, he got to know about the matter. 

I 

Wher~ he enquired it from the Company, •the management confirmed that 

therej was no proceeding by any authority against their Company nor there 

had qeen any complaint against them . . However, the Respondent had been 

able f o get the information from other sources that Shree Rad hey Trading 

Company (SRTC) which is alleged as member broker of NSEL, is a group 

enti~ of • the family of the Company management. The Respondent 
. I 
mentioned that this fact was not known to him at the time of audit. 

vii. That he was yet to receive a confirmation from the Company whether the 

purct
1

1ase transactions of RSNTPL. were sourced through NSEL platform 

with the intermediation of SRTC. • 
• j 

viii. That: he was unable to comment on whether all or any of the purchase of 

Rs. !>4.21 Crores recorded in the books of accounts of RSNTPL had any 

relation with NSEL or its broker SRTC. 

Shri Neeh!j Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur 
I 
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According to the evidence provided during the audit, NSEL and SRTC were . I 

not in I picture. It was also not clear to the Respondent as to how it was 
I 

possib;le to have purchase bills from the supplier when the transactions 
I . • 

were through NSEL. 

That il is also not clear as to whether the transactions through NSEL 

coverJd by a' Contract note will have to be backed by additional invoices 

from s:upplier:to buyer, and whether each contract can be matched with a 

suppli~r note ·invoice. 
I . 

xi. That ~ince the Complainant had been unable to download the profit and 

xii. 

xiii. 

xiv. 

xv. 

-loss ~ccount from the MCA website properly, due to this reason, the 

Complainant .made allegation thcit the Company had not. d~clared any 

·purch4se or .sales in its accounts. • 

That ~e had no reason to accept the preposition that the Company was a 

client bf SRTC. I • 
I 

Therejwas no deficiency in Accounting Policy or Notes to the Accounts of 

the Cdmpany. All the revenues were correctly recognized. 

That ,e had .genuine apprehension that there was .a deli~erate attempt on 

the p~rt of the management of the Company to keep certain facts away . 

from him. 
I 

That ihe Respondent was not provided with any information about the 

existehce of the bank account of the Company with HDFC as alleged by the 
! 

Comp'.lainant. 

xvi. That ~he extant complaint was not a single enquiry that has been initiated 

against the auditee company so far. 
I , 

I 
The Director (Discipline), in his Prima Facie Opinion dated 1st June 2020, with 

I • 

respect to I the allegations levelled against the Respondent, had observed as 
I • 

under:- I 

As regard ihe fir·st charge related to violation of requirements of Schedule Ill of 

the Comp~nies Act, 2013, it was noted by the Director (Discipline) that Schedule 

Ill is defin~d in Companies Act, 2013 which was applicable w.e.f. 01.04.2014 

only and ttie financial statement in question relates to the FY 2013-14. Hence, in 

the extant : matter, instead of Schedule Ill · to the Companies Act, 2013, the 

Shri Neeraj Sharma, Sr . Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur Page 4 of 27 
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• I 

! requiremerts of Revised Schedule to the Companies Act, 1956 would be 

j applicable!. 
I , 

: I 
i Accordingly, the discrepancies alleged were assessed considering the provisions 

I 
: of Revised Schedule VI to the Companies Act, 1956. it was observed that despite 
I . I • · 
: various non-compliances of said schedule of the Companies Act, 2013, the 

j Respondeht being the Statutory Auditor of the Company, failed to report about 
. I 
I the same i,n his audit- report~ Hence, the Respondent was held prima facie guilty 

: of professibnal misconduct falling within the meaning of Items (6) and (7) of Part I 

I of the Secbnd Schedule to the Chartered Accountants Act, 1949. 
. I 
. I . 

I With respJct to the second· charge, it was noted that the Companies (Auditor's 

!Report) drder, 2003 was applicable on the Company for the FY 2013-14, 
I I .. 

I 
h~wever, tre Respondent 1n -~-is audit_repo~ _had stat~d otherwise. Accordi~gly, 

_ the Respondent was held pnma fac1e guilty for this charge of professional 

I misconduc~ falling within • the meani_ng of Items (7) and (8) of Part - I of the 

I Second S~hedule to the Chartered Accountants Act, 1949. 

I With respect to the third· charge, it was noted that the ledger account of Shree . 

i Radhey TJading Co. (SRTC) had been classified as supplier in the books of 

!RSNTPL. !However, the Respondent had • never mentioned this fact t~ the 

i Directorate, at any stage. Although no purchase has been made from the supplier 
1SRTC durihg the year 2013-14, rather an advance of Rs. 40 lakhs was made to it· 

I 

Ion 16.0s.2b13 and Rs. 5 lakhs on 26.08.2013. The Complainant had informed 
I 

l
that Shree Radhey Trading Company' (SRTC) was declared as defaulter 

member/br~ker on NSEL as per the rules of NSEL vide its Circular reference no. 
, . I . 
NSEUlegal

1
2013/074 dated 28th August 2013 and criminal proceedings had also 

been initiated against the SRTC and the audit report of RSNTPL was signed on 
: - I 

• !03.09.2014. The Complainant had submitted an e-mail dated 8th July 2013 

;received trbm the Director of RSNTPL to NSEL, wherein the Director Shri Sunny 

INagpal haJ mentioned RS Nagpal Traders Pvt. Ltd. (RSNTPL) as client of Shree 

!Radhey Tr~ding Co. (SRTC) with client id 'RST'. It is further noted that the - I . -
iCompany was registered on 8th May 2013, and even though -the Respondent 
. I 

V Shri Neerajlsharma, Sr. Vice P~esident, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur 
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was involv~d m ~iling all returns of the Company and tax audit, still the 
i 

• Respondent had failed to obtain sufficient evidence to find the nature of 
I • 

transactionJ actually taking place. Also, the auditor did not perform audit 
I . 

procedures1substahtively as prescribed under various Standards of Auditing and 

did not point out the deviation and non-compliances of the accounting standards 
. I .. . 

in the prep~ration of financial statements. Despite ·an irregularities in the financial 
I : 

statements! of the 'Company (RSNTPL), the Respondent issued a clean report. 

Accordingly, the ~espondent was held prima facie guilty under this charge for 
I • 

professiomil misconduct falling within the meaning of Items (6), (7) and (8) of 

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

! 

5. Accordingly, the Director (Discipline) in terms of Rule 9 of the Chartered 
I ' • . . 

Accountanfs (Pro?8du~e of Investigations of Professional and Qther Misconduct 

. and Cond~ct of Cases) Rules, 2007, held the Respondent prima-facie Guilty of 

professional misconduct falling within the meaning of Items (6), (7) and (8) of 
. , I •. • . , . • • . ·. , . . .. . . . . 

Part I of thie Second Schedule to the Chartered Accountants Act, 1949. The said j •' . . . 
items in the Schedule to the Act states a~ under:- • • 

• i . ~ • 

Item (6) of Part /pf Second Schedule: 

;,A charterbd acc9untant in practice shall be deemed to be guilty of professional 

misconduet, if he;:_ 

I 
(6): fails tb repo,r a material misstatement known to him to appearin a financial 

statemen~ with which he is concerned in a professional capacity." 

Item (7) of Part I of Second Schedule: 
I ,. 

"A charteted accountant in practice shall be deemed to ·be guilty of professional 

niiscondupt, if he-

(7) does not exercise due diligence or is grossly negligent in the conduct of his 

professioha! duti~s." • 

Shri Neeraj Sharma, Sr. Vite President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), S.iharanpur Page 6 of 27 
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. i 
: Item (8) of Part I of Second Schedule: 

j "A charterkd accountant in practice shall be deemed to be guilty of professional 
. I 

miscondu~t, if he- • 

(8): fails 11 obtain sufficient information which is necessary for expression of an 

opinion o)I its exceptions are sufficiently material to negate the expression of an 

opinion." 
I 

l - - .. 
j 

SUBMSSIONS OF THE RESPONDENT ON PRIMA FACIE OPINION: -

6. ! The Respondent in his submissions had, inter-alia, submitted as under:-

, a. With respect to the first charge re1ated to violation of requirement of Revised 

Schedule VI to the Companies Act, 1956, the Respondent stated that due to 

the low profile of the company, he had not invested much .time into the 

exami~ation of the presentation of the financial statements: Accordingly, the 

. ! 
i 
I 

' 

I 

• Respohdent expressed deep regret over the unintentional oversight in this 

respedt. However, he also stated that the errors in the presentation of the 
I . . . . 

financial statements do not make the • financial statements· obscure or 

misleabing in ariy manner.· Accordingly, the Respondent tequ.ested that he 
! . 

may kindly be pardoned for the errors observed in the presentation of the 
I 
I 

financial statements. 
I 

b. With respect • to the second charge related to non-compliance . of the . i . 
requirement of CARO, 2003, the Respondent stated that, although there were 

some frrors, they. were minor and rectifiable wilhin the financial statements 

themselves. These errors were deemed additional information available in the 

recordr and, as such, did not warrant any audit qualification. So, the omission 

.was an. oversight of the management, which the Respondent did not pay 

attenti6ri • to, however, these omissions did not constitute material 

misstJtements at all. The Respondent admitted· that he had committed an 

unintehtional error in this case. 
I . 
I • ·. 

c. With r~spect to the third charge regarding non-recording of purchases of Rs 
I . 

31.41 tcrores, incidental expenses, revenue recognition etc., the Respondent, 
I 

apart ! from reiterating his submissions as made before the Director 

o/ Shri NeJraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur Page 7 of 27 
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(Discipline) at prima facie stage, stated that from the documents and records 
' of the Cprnpany presented before him for audit, he was unable to get any 

sense t~at the ,trading of the Company had been through the Commodity 

Exchange NSEL or through any broker. The Respondent stated that the 
! 

purchas~ of Rs.54.21 Crores recorded in the financial statements may be 

inclusive of the purchases alleged to. have been carried through broker SRTC 
I • 
I . 

in the NSEL amounted to Rs 31.41 Crores. But as an auditor, he had no such 
I ·' • 

knowledbe, because of the absence of distinction in the documentation. 

d. That thJ opinion of the Director (Discipline) in paragraph 10.3.2 of the PFO 

are misdonceivkd as the observations in sub-:paras do not provide any hint that I . . . . . . . . . . . 

they wo
1

uld ha';8 helpe_d the Re$pondent to form any view that the trades 

were through NSEL platform. • • • ._ .. I -- t• . - - • • 

_e. The Relpondert stated that only because of the investigations conducted in 

th~ backgroµnd of complaint by NSEL, the Director (Discipline) made . . I . .. i: • - . - • - • . . 

observ~tions ii) paragraph 10.3.4 of the PFO. The Respondent did not 

su~pect the trading activities of the Company in any manner at the time of 

audit. So, itwa:s not possible to view the matters in the manner in which the 

Directo1 (Discipline) had viewed tor disposing the complaint. . • . 

f. That in .the background of the allegations by NSEL and based on information 

availabl~ that : the promoters of the Company have been subjected to 

. investigf tion by the authorities, the Respondent, at present, tends to agree 

with the view: of Director (Discipline) that "transactions had taken place 

betweei the ·cpmpany and NSEL through the broker member SRTC which 
' •. 

the management of the auditee Company did not disclose". But the 
I '. 

Respon1dent was not able to form any such view at the time of audit. 
I :, . -

g. The Dir,ector (Discipline) should be required to furnish conclusive evidence 

regardi~g the '.iaudit procedures" that the Respondent is purported to have 

.,failed t~ do" in the circumstances of the case. Additionally, strict proof should 

be proyided for instances of "alleged non-compliance with Accounting 

Standards" as :mentioned in paragraph 10.3.5 of the PFO. 

Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaur.av Bedi (M,NO. 402858), Saharanpur 
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BRIE~ FACTS dF TH.E PROCEEDINGS: -

7. 

8. 

9. 

I I 

The Com~nittee noted that the instant case was fixed for hearing on following 

dates: 

: S.No. Date Status of Hearing 
I 

I . i 

I 1. 3r10.2022 Adjourned at the request of Respondent 
I 
' 

2. 2:~.06.2023 Part Heard and Adjourned 
·•. . . 

3. 11.07.2023 Part Heard and Adjourned 

I 
4. 23.08.2023 Part Heard and Adjourned 

I 

I 5. 17.10.2023 Deferred due to paucity of time 
! .. 

6. 3r10.2023 Deferred due to paucity of time and on the 
request of both the parties.-

. \ 7. 28.11.2023 Concluded and Judgement Reserved • ' 
I ' 
I •· 

i 

I· 8. 14-12.2023 Final Decision taken in the case. 
! I 

On the dair of first hearing held on 31st October 2022, the Committee noted that 
' 

the Coryiptainant was not present and the Respondent vide his e-mail dated 

• 18.10.2~22 had sought adjournmenton account of the last date of filing Income 

i Tax Returns for audit cases and company cases under the Income Tax Act, 

·: 1961. Con~idering the absence of the Complainant, the Committee acceded to 

the requeS:t of the Respondent and decided to adjourn the niatter to a future date. 

On the day of second hearing held on 22nd June 2023, the Committee noted that 

Ms. Shubhra Singh, Legal head of the Company, was present on behalf of the 

ComplainJnt Company through Video Conferencing Mode. The Respondent 

along with his counsel, CA. C.V. Sajan was present through Video Conferencing 

! Mode~ Both parties, i.e., the Complainant and the Respondent were administered . . I - . 
: on Oath. ~hereafter, the Committee enquired from the Respondent as to whether 
, · I . . 
: he was aware of the charges. On the same, the Re~pondent replied in the 

: affirmative and pleaded Not Guilty to the charges levelled against him. When the 
i 
: Respondent sought time to file his submissions in the matter, the Committee 

1 allowed tht Respondent to file the same within 15 days of hearing. Thereafter, 

I I 
Shri Neera~ Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur 

! 

Page 9 of 27 

I, 



PR/Plf178/18-DD/202/18/DC/1488/2021 

looking intt the f~ct that this was the first effective hearing, the Committee 

decided to! adjourn the hearing to a future date. With this, the hearing in the 

matter was partly heard and adjourned. 

10. On the day!of thir~ hearing held on 11th July 2023, the Committee noted that Ms. 

Shubhra Singh, Legal Head of the Complainant Company, alongwith Counsel . . I . 
Shri S.G. Qokhale, Advocate, were present on behalf of the Complainant through 

Video Conrerencing mode. The Respondent along with his Counsel CA. C.V. 

Sajan were present through Video Conferencing mode. The Committee noted 

that the Respondent accepted his mistake for charges no. 1 and 2, accordingly, 
I . • 

i 
the Committee asked him to make his submissions on Charge no. 3. I . . . • . 

10.1 The Respondent in his submissions had, inter-alia, mentioned as under:-

a. That it was very difficult for him to find out that the transactions that were 

transacted by· the Company were routed through NSEL when no such fact 
I • . . . • 

was mentioned on the documents produced for audit. I . . . 

b. That th~re was no linking from anywhere that the said transactions are routed, 
I 

through a stoqk exchange. 
. I • 

l 

c. That tile management never disclosed SRTC as a broker or related party to 

him. 

d. That t~e allegation specifies the absence of 857 transactions that occurred in I . 
July. This implies that transactions in April, May, and June have been 

I 

matched, found, and settled, with only the July transactions being deemed 
. . 

objecti,onable. 

e. That NSEL lis filing unnecessary complaints against all the Chartered 

Accou~tants after the scam. 

f. That h:e had issued a disclaimer of opinion in his report still the complaint had 

been filed against him. 

g. That all the transactions of sales and purchases had been recorded in VAT 

report!with the nanies of every supplier and customer. 

h. That one Company was buying goods and selling to another Company, and 

they are selling back to them. However, the books of accounts do not show 

any fr~ud as both sales and purchases transactions get accounted for. 

Shri Neeraj Sharma, Sr. Vite President, NSEl, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur 
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Ii. That the Respondent drew attention of the Committee to a bill from Anand 
' I 

Rathi to the Company and stated that this is a normal bill, and further stated 

that from the same, it is difficult to figure out whether the said transaction is 

normal sales-purchase transaction or NSEL transaction. 

10.2 :The Committee noted that the Respo.ndent in this matter had submitted his 

further written statement on the date of the meeting ·i.e., f1th July 2023. The 

_ . Counsel_ for _the Complainant in t_hi~ reg~rd _sought. til'T)~ for their fu~her reply on 

the written statement of the Respondent. The Committee acceded to the request 

of the Corriplainant's Counsel and directed him to submit submissions. to the 

Committee wit~ a copy of the same to the Respondent. Thereafter, the 

Committee decided to adjourn the hearing to .a future df:1te. With this, ,the hearing 

in the matt~r ~as partly he~rd and adjo~~~ed. • 

11_. On the _qay of fourth hearing held on 23rd August 2023, the Committee noted that 

. Ms. Shubhra Singh, Legal Head of the Complainant Company, along with 

: Counsel Shri S.G. Gokhale, Advoca_te, were present on ~ehalf of the 

Complainant through Video Conferencing mode. The Committee further noted 
. . 

that the R~spondent along with Counsel CA. C.V. Sajan were present through 

! Video· Conferencing mode. 

11.1 • Thereafter, the • Respondent was asked to make his submissions. The 

: Respondent, beside~ reiterating his earlier submissions, in his submissions had, 

i inter-alia, mentioned as under: 

a. That he was presented a. profit and loss account of the Company wherein 

total purchases of Rs.54 crores was shown, however,. the Complainant is still 

!)tuck t_o the point that the purchases of Rs.31 .40 crores are missing from 
' • 

Profit and loss account. 

' b . . That the allegation is without any substantive evidence. 

c. That he wanted to cross examine the Complainant to understand as to what 

exactly their points are. 

' ' . 
Shri Neerilj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur 
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Thereafter, I the Complainant was asked to submit his submissions. The 

Compl~inant in his submissions had inter-alia mentioned as under: 

a. That even if it is presumed that the Respondent was not aware of the 

transacti_on with NSEL, there were still several facts apparent in the financial 

statements that should have aroused suspicion in the mind of the Respondent 

while conducting the audit. The Respondent should have performed audit 

procedures to \he extent of obtaining sufficient evidence to arrive at an 

opinion on the financial statements of-the Company. 

b. That it was in_the public domain that a fraud of Rs. 5600 crore had occurred in · 

NSEL, c1hd the Economic offence wing has started investigating it. 
. I - ··- . 

c. The Respondent's own· documents show that a purchase of Rs. 54.41 crore 

• was mJde from Mis. Anand Rathi Commodities International Pvt. Ltd itself, 

but the Respondent is defending that the missing purchase of Rs. 31.40 crore • 

is induqed in it. 

11.3 The Committee pose~ certain questions to both the parties to understand the 

issue involved and the role of the Respondent in the case. The Counsel for the 

Responde~t sub~itted that he want~d to examine the Complainant. On the . t . . . • 
same, the! Committee asked him to submit his questionnaire/ queries to the 

Com~ittee' and the Complainant within 15 days of hearing. The Complainant was 

also direct~d to make his submissions within 15 days of receipt of the queries/ 

questionnaires wi'th a copy to the Respondent. With this, the hearing in the 

matter was partly heard and adjourned. 

12. On the day of fifth hearinQ held on 1th October 2023, the hearing in the matter 

was deferr.ed due to paucity of time. 

13. On the day of sixth hearing held on 3rt October 2023, the Committee noted that 

Ms. Shu~hra Si~gh, Legal Head of the Complainant Company, alongwith 

Counsel Shri S.G. Gokhale, Advocate, were present on behalf of the 

Complainant Com-pany through Video Conferencing mode. The Respondent's 

Counsel, CA. C.V. Sajan was present through Video Conferencing mode. The 

Committee noted that, in accordance with the directions given during the last 

hearing held on 23.08.2023, the Respondent submitted a questionnaire, and th_e 

Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M:NO. 4028S8), Saharanpur Page 12 of 27 
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Complainant provided their response accordingly. The Committee noted that-the 

questionnaire submitted by the Respondent and the corresponding reply given by 

the Complainant are as under:-

S.No. 

1. 

2. 

3. 

Question by the 
Respondent 

Have the Complainant filed 

ant complaint against the 

A+ itor of Shree Ri,dhey 

Trading Co (SRTC), _ the 

brdker· member who is 
. I . . . 
allegedly the defaulter of 

I 
N~EL according . to the 

•• ·complaint ? 

.,, I 

Submissions by the Complainant 

No complaint is filed before ICAI against 

Auditor of SRTC. SRTC is a sole 

proprietorship concern of Ramesh 

t-Jagpal. 

SRTC indulged -into circular trading on 

the Exchange platform utilising both 

sister Q<>ncems. Their audit reports were 

scrutinized and hence, complaints were 

filed against the auditors of these two 

clients. of SRTC 

·oqes the Complainant have It is specifically mentioned in panchnama 

any evidence of seizure of the dated 30th September 2013 that the 

re~ords of the NSEL by document mentioned therein are seized. 

in~estigating agencies? 

Does the Complainant have The order is placed by a member only. In 

any evidence to show that. the alleged matter, it was by SRTC by 

M/s. RS Nagpal Traders.Pvt. giving the UCC Code of its client. The 

Ltd. (RSNTPL) placed orders UCC Code in the instant case is 

tot: the purchases of Rs. RSNTPL. In this regard, the Complainant 
I 

311.41 crores allegedly made referred to the copy of Trade File derived 
I . 

through Trading Member from the records of NSEL. I . 
NSEL? 

I 

Shri NeeraJ Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bed, (M.NO. 4028S8), Saharanpur 
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6. 

7. 

8. 
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.I 

I' 

What we're the goods While referring the Annexure 1 as ' i: 
allegedly i! purchased by 

RSNTPL, tbr Rs.31.41 Crores ,, 
•I 

annexed to the complaint, 

Complainant submitted that in 

the 

the 

and: still 1: allegedly not column titled "Commodity Contract", 

accounted i'. in its books • of abbreviations of goods are giyen wherein 
1~· 

accounts? 1' "PPRSRNPR25" stands for "Black 

l Pepper'' and "RCHL YS14H2S" stands for 
ii 

"Red -Chilly". • 

Does the f om~l~inant _ ha~e _ There was no movement of commodities 

any, evide~ce that RSNTPL in as much .as the commodities come 

• -received ~elivery of. stock back to the selling member under T +2 
. 1, . 

against thJ1

• alleged purchases • Contract. . ~; • . 

of Rs 31.4f Crores?. - • 
t; 

What are Uthe. details of." the RSNTPL has purchased the. 
I 
I· . ·. . 

Electronic I Warehousing commodities through SRTC under T +25 
. j, • . . . . . • 

Receipt is~ued for transfet of · Contract. The buyers under T +2. who 

possessio~ of • underlying _became sellers ur1der T +25 Contract had 
f. 

stock inv~ived in the alleged not issued invoices because of default in 
, I[ . • . 

unr;ecordea purchases of Rs payment by RSNTPL .as a b·uyer. In the 
. • H 
31.'41 Crores? 

. ~ I 
same way, the Allocation letters in 

respect_ of the purchased commodities 

were also not made/ issued by NSEL 

Were . there purchases by No 
• I· 

.RSNTPL I through • NSEL, • 
I, . 

before or "after, other than the 
1: . 

alleged :: unrecorded 
!1 

putchases . of Rs 31.41 
I 

· Ii 
Crores? :' 

' I· I: 

What are the details of NSEL does not generate the invoices. 
t, 
,: 

invoices ( generated . from The invoices are ·generated by Seller; 
) 

NSEL sy~tem evidencing the Jhe Invoices are routed through NSEL. 
! 
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alle1ged purchases of Rs RSNTPL has purchased the 
I 

31-f 1 Crores issued in favour commodities through SRTC under T +25 

of ~SNTPL? Contract. The buyers under T +2 who 

became sellers under T +25 Contract had 

not issued invoices because of default in 

payment by RSNTPL as a buyer. 

19. Doers the Complainant have Supplier was M/s. Suvaity _ Trading 

any evidence about who were Company Pvt. Ltd. (STCPL). The 

the suppliers of the . alleged • designated warehouse where the 

unrecorded purchase -of commodities had been stored was Shri 

RS~TPL ·of Rs 31.41. crores ? Krishan Cold Storage and Foods· which 

I 

I 
! 
I I 

' 

I .. 

I 

had been under the control of Ramesh 

Nagpal, ahd he had • confirmed the 

delivery of ·the commodities to the said 

I 
I 

;10. 
i· 

I 
I 
\' ,. 
! 

! 
I 

i 
j11. 

i 
! 

I 
' i 

I 

I 

I • warehouse. 
I 

I 

Does the Complainant have The Complainant referred to answer to 

anyl evidence cif VAT levied Question No.8 

towbrds the alleged supply of 

9-oo;ds to RSNTPL for which, 

as ~lleged buyer RSNTPL is 

entitled for Input Credit? 
I 

Does the Complainant have The Complainant stated that the 
I 

evidence from the accounts of Resp·· ondent is not . privy to this 
I 

SRTC that the alleged information. 
! 

purchase of RSNTPL of Rs 
. I 
31 .41 Crores was reflected as 

paybble by SRTC towards 
I 

NSEL? 
I 

I I . . . 
~urin_g the 11eari~g, the Counsel(s) for ~oth the C~mp_lain_ant and_ th~ Respondent 

requested for adjournment. The Committee, keeping in view the said request and 
I I 
~ue to time 'constraints, decided to adjourn the hearing. 

¥ I 
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On the day of se~enth and final hearing held on 28th November 2023, the 

Committee noted ithat Ms. Shubhra Singh, Legal Head of the Complainant 

Company, ~longwith Shri S.G. Gokhale, Advocate, were present on behalf of the 
[I· 

Complainant Cor11pany through Video Conferencing mode. The Committee 

further notl)d thatjthe Respondent along with Counsel CA. CV. Sajan- were 

present thrf+)ugh Vireo Conferencing mode. 

!. 
Thereafter, the Complainant was· asked to submit his submission. The 

I ~ . . .. • . 

Complainaht in hi~{ submissions, inter-alia, mentioned as under: 
; ~ • 

a. That as per the directions of the Committee, they had. already submitted 
I· • . • • ·. 

replies to the various questions raised by the Respondent. • 
. • r • t J" . • .• • 

. I 

b .. That th;ey h~di explained the procegures_ a~opted by NSEL with respect to 

settling!transaGtions. . • • • 
. • I • . • • f. . :·: . . . . 

c. That $RTC, a 1member of NSEL, sold the goods in July for Rs 31 .40 crore and 
'i ' . 

got th~ p~_ymert.a9d b<;>u~h\ them t?ack. 

d. That a :paymert crisis had occ1Jrred in July 2013 .in NSEL, due to which NSEL 

had p~pc:,;n_te_~ .authorities t9 check whether the commoditie$ Wf!re physic;ally 
): . 

available in stock or not, and it was found that 'the stock was not available :, .. • . : . ' .· . • . • 

physitjllly. \; 
i· 

e. That t~e finarl{ial statement does not show expenses commensurat~ with the 

amour/it of thei sale and purchase. 
i ii 

f. That M/s. Aqand Rathi Commodities Ltd. had purchased stock from the 

C~mp~ny in ~uly, 201 ~. however,· it ~as shown as a creditor in March 201.4 
' . ~ . . 

which:means1)hat payment was not made till March, ·2014. 
~ ' 

g. That he had submitted his charges referring to the paras of PFO. 
~ . ' 

• : ~ 

h. That the Respondent had not taken any confirmation from SRTC about the 
' ~ 

status of advknces to it. 
;; 

i . That :the Co'mplainant Company had not filed any complaint against the 
~ ' 

audit<l>r of SRTC since SRTC is a propri~tary concern. 

j. That on the{;date of transaction, the NSEL was regulated by SEBI (earlier 
'f 

regulated bV:-iForward Market Commission which later merged to SEBI). 
f 
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I 

14.2 When the Respondent was asked to make his submissions, he had, inter-alia, 
' 
• submitted as under:-

I 

a. That ~lthough he had accepted his mistake for charges No. 1 and 2, however, 

the si id mistake cannot be construed as professional misconduct so it should I . 
be ta~en leniently. 

' b. That the purchases and sales disclosed in the financial statements were duly 

matc~ed with the VAT-returns. 
I • . 

c. That Jhere was no proof to show that RSNTPL had placed an order with 

1 · SRTC. 
I 
! d. That the Complainant had not provided any answer to his question as to 

whether there is any evidence that RSNTPL received the delivery of stocks 

against.the alleged purchase. 
I . 

That ~n • affidavit regarding sales and purchase transactions by RSNTPL was 

given r y the director of the Company to him. • 

That ~SEL was allowed.to do one day forward contract not 25 days contract. 

. . 

14.3 The Committee.posed certain _questions to both parties to understand the issue 
. I , , . 

involved i~nd the rol~ of .the Respondent in the case.· The Committee noted that 

ttie directbr of the Company had submitted an affidavit wherein he had, inter-alia, 
I 
I 

mentionecl as· under: 

a. That his narne is Mr. Sunny Nagpal, director of Mis R. S. Nagpal Traders Pvt. 

Ltd. That the Company was formed exclusively for the purpose of wholesale 

trading in assorted commodities and to make profits from market price 

f\uctuJtions. . 

b~ That ~ ost of the trading activities of the Company was conducted on NSEL, 
I 

through a trading member, Mis Shree Radhey Trading Company, however,· 

the co~ pany m~nagement had not disclosed.this operating mechanism of its 

tradinJ activitie_s with the_ auditor, CA. Gaurav . Bedi (the .Respondent), as it 

was nbt felt an essential 'information to be shared with the auditor, being a ' 

matterlof operations. • • . 

o/ 
w • SM ·•.,ti Sha,ma, s,. v"':Pre,ld,at, NSEL, M.nbal v, CA. Gaora, B,d; (M.NO. 402858), sahara op" ' 
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I ' 

c. That there was
1
I no difference in documentation of sales and purchases to 

I· 

indicate tharw~ether those sales/purchases were carried through NSEL or 

through : conve~tional offline purchase/sales transactions. Therefore, the 

auditor would ~6t be able to identify the transactions carried through NSEL 
11 

platform-from t~r records provided to them. 

d. That the;re wer~ certain disputes between SRTC and NSEL, and it is a matter 

of .litigat(on. Ho~ever, RSNTPL is not a party to this dispute, nor the Company 

had shared thiJI information with the auditor of RSNTPL. l"here have been no 
t ,. 

claims against RSNTPL by NSEL or any authorities. 

e. The evi~ence df alleged ·missing purchases of Rs 31.41 crores in the na~e of 

RSNTPL ha~ *een disputed by the SRTC and accordi~gly, the allegation of 

non-recording bt purchases is baseless. 
I' 
1, • 

f. That mpst of ~~e trading members of NSEL disputed the ·-genuineness and 

validity of tran~actions· claimed ·to have been recorded in NSEL and disputed . 
' ~ . . ' ' 

lhe de~ands·r~ised by NSEL upon·them. • 
j, 

. g. The mqtive of NSEL behind the allegation against-the -auditor"!:r-of -its clients is. 

to create self-~ervi!'lQ evidence through ICAI by obtaining verdicts that the 

accounts 'oVitJ clients· were wrong, in order to use them ·ln court~."to counter 
I 

the dis@utes r~is·ed by trading members againsfNSEL. 
' ,, 
,; 

14.4 • After consjdering J;the same, the Committee directed the Complainant to submit 

his responses to the latest submissions made by the Respondent via the affidavit 
I fl 

dated 24t~ November -2023. On the same, the Complainant's Counsel denied 
t: 
1· 

receipt of. the affidavit. Thereafter, the Committee gave directions to the 
I 

Responde:nt to_ s~bmit a copy of affidavit to the Complainant. The Committee 

further directed b:oth the parties to submit additional submissions, if any, in next 
. [: ' 

15 days with copy to each other. 

14.5 Thereafter, the 8ommittee, looking into the Respondent's submissions against 

the charg~s leve(led, recorded his plea and accordingly concluded the hearing by 

reserving· its judg'ment. 

15. Thereafter, the ;_matter was placed before the Disciplinary Committee in its 

meeting held on! 14th December, 2023 wherein the same members, who heard 

1, 
1, 
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the case iearlier, were present for consideration of the facts and arriving at a 

i decision by the ·committee. The Committee noted pursuant to its direction given 

j in the· hekring held on 28th November 2023, • the Respondent has given his 

: submissidns wherein he had, inter-alia, mentioned as under:- · 

I a. The Respondent reiterated that despite the errors as mentioned in charge 

no.1 were apparent, they did not constitute professional misconduct. 

i _b. Wi.th rtspecttQ tt:ie .error menti9ned in charg~ no.2, th.e R~spqnd_ent admitted 

the omission and stated that the same was technical omission, and 
I 

I accordingly, may be viewed leniently. 

! c. That the accounts of t11e Company audited by him were complete in all 

respeqts with recording of actual purchases, sales, inventory transactions, 

expen~es, bank transactions and so on. The allegation of ~ omitted I • . . 
. transaftions was baseless because the Company had not trans~cted any 

such tr~nsactions according to its records, nor had acknqWledged so. 

That.according tothe audited accounts of the Companies i.e., RSNTPL and 

STCPL, both had recorded sales and purchases representing trading 

activiti!s for amounts much more than the alleged missing .transactions • • ! . . 

accord:ing to its records and had duly complied with the VAT law by filing. in 
•• ' 

their V~T Returns. 

• e. The alieged transactions were those which the NSEL claimed as happened 

but dis1J·uted by the Trading Member as having not happened. 

• f. That t~e net effect of these alleged missing transactions was not material .to 

the overall liability due to the offsetting effect of the purchases and sales. 

I g. That N~EL had no evidence that the companies concerned had placed orders 

• for the alleged missing sales or purchases. 

I h. That orl perusal of the purchase invoice, it cannot be ascertained ~hat it was 

an invqice from NSEL based oriline trading. 

I i 
15.2 rhe Committee further noted that the Complainant has also given his submissions 

. I . 

: wherein he, inter-alia, mentioned as under: -

1 a. That th'e affidavit produced by the director of the Company cannot be relied 

upon Jithout cross examination. . 
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I: 
j! • 

I 11 • ' 

b. That it is brougtlt on record by the Complainant in his letter dt. 28th September 
I l' 

' fl 
20_23 that he 1is got the Decree dated 04.10.2021 from Hon'ble Bombay 

High Court against SRTC and the same is under execution before the Hon'ble 
• I 

Supreme Court. However, it is falsely claimed by the Respondent in the 
I u . . 

affidavit! that SRTC has raised hig.her counter claims and matter is under l • 
litigation._ i 

c. That M( Sunny Nagpal who had filed an affidavit as director on behalf of 

RSNTPL is t~e son of Mr. Ramesh. Nagpal; sole proprietor of SRTC 

(Member), and/'.in the proceedings before the Hon'ble Bombay High Court, Mr. 

Sunny ~agpal had filed affidavit on behalf of SRTC (Member) as a -constituted 
.. • . L . . . . . .. 

• Attorney· of S~TC. Since, Mr. Sufiny Nagpal was managing business of 
. . . I, . . . 

• SRTC along W,ith his father, Mr. Ramesh Nagpal ·and had siphoned off funds, 
j 

he was:summ0ned in proceedings.before the Enforcement Directorate and he 
.. . . ( . . 

also provided his Statement to the Enforcement Directorate. The above facts 
. . . ·. . . - ~ • . . • . . . . . . . • 

clearly :establi~hes that RSNTPL was the sister concern ·bf SRTC (Member) 

an'd th~ attidJtit of Mr. Sunny Nagpal was filed to mislead the Disciplinary 
, 1· 

Committee. :· 
i ~-

• 1; 

15.3 • Accordingly, ·keeping in view the :facts and circumstances of.the case, the material 
. 1, 

on record and the submissions of the parties, the Committee passed its 
l: 

ju<;tgment. 

,, 
,, . 
!: 

FINDINGS OF THE COMMITTEE: - • ! 
. . . . r . 

16. • The ~ommittee ri.oted that the first charge is that that the Respondent had neither 
!1. • 

qualified the aud,lt report nor drawn attention to the infirmities in the preparation 
. : 

of financ(al • st~t~ments of the Company which was not in consonance with 
.... . ' --+· . . . . . .· .. . . . 
Schedule Ill _of tre Companies Act, 2013. In this regard, . the Committee agreed 

I 

with the observation of the Director (Discipline) that in the extant matter, _inste·ad 
1; 

of S;chedule Ill ;! to . the Companies Act, 2013, the requiremen_ts of Revised 

Schedule to the icorripanies. Act, 1956 would be applicable. The Committee also 
r 

noted that the ~espondent lias admitted that presentation and disclosures as 
. I 

required in terms of the requirement of Schedule VI to the. Companies Act, 1956, 
II 

were not given In the financial statement of the Company for the financial year 
! •· • 
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'2013-14. Mowever, the Respondent also argued that his failure to report the non

compliance of Schedule VI to the Companies Act, 1956 in his audit report does 

not amou~t to professional misconduct on his part as the omissions do not 

'constitute ~aterial misstatement at all. 

I • . 

16.1 The Committee observed that the following lapses were found in the presentation 
I 

• of financia:I statements of the Company, which the Respondent as an auditor 
I 

. failed to pdi_nt out in his audit r~port :-

. i 
a. No_ detail of type of _shares such . as equity or preference, no detail of 

• b. 

authorized, paid up and subscribed share capital, no detail of any change in . I . . . . . . 
share c

1

apital during the:}iear ~nd even the value per share was not disclosed. 

Only th~ amo_unt of Rs.61 lakh was shown as share capital at the face of the 

financial statements as well .. as in the Schedule / Note-1- attached to the . . . I . . . . 
-4. • • . 

financial statements. The non-disclosures of above information / details were 
I 

violatiotl of note 6 (A) of General .l_nstruction:for preparation of Balance Sheet 

of Part I of Revised Schedule VI to the Companies Act, 1956. . . . 1· ... . • -... ..... . . . - . . . . . . .. . . . 
In respyct of Long-Tem1 borrowing as shown in the financial statements of the 

Compahy, it is observed that an amount of Rs.1,98,89,008.66 was shown as 

Long-Term borrowing in the financial statements. However, classification of 

Long-T~rm borrowings as required in terms of requirements _of Schedule VI 

into Bohds/Debentures/ Term Loan/ Deferred payment liabilities/ deposit/ loan 

and advances from related parties etc. was not given in the financial 
. I . . . 
statements or any schedules attached to It. Even the name of the party was 

I 

mentioJed. The Committee noted that the same was violation of the 

requirem~nts of Note 6 (C) of General Instruction for preparation of Balance . . I . .. . . . . ... . . ... . .. . . . ·- . . . . . . . 
Sheet of Part ·I of Revised Schedule VI to the Companies Act, 1956. 

c. Other Jong-Term liabilities of Rs.15.40 lakhs were shown as 'Others' without 
I 

providing any of the details of Trade payables or others which was required to I . . .. 
be given -as per Note 6 (0) of General Instruction for preparation of Balance 

Sheet dt Part I of Revised Schedule VI to the Companies Act, 1956. 
I . 

d. • With rE;spect to the Reserve and Surplus, the • figure on the face of the 

BalancJ Sheet does not correspond with the figure in the relevant schedule. 

. I 
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The amount of Reserve and Surplus was Rs. 41,521.44, while the figure 

under t~e name of 'Other Reserves' in schedule was Rs. (12,500), 

represeriting a negative amount. The actual profit before Depreciation and 

Tax noted from Director's report was Rs. 54021.44. Hence, clear picture is 

not depipted. 
, I , 

e. Trade Payables and Trade Receivable were shown in the financial 

statements without any single details given in the Schedules / notes - 5 and 9 

attache? to it. The same was in violation of the requirements of Note 6 (D) 
I 

ancl Note 6(P) of General Instruction for preparation of Balance Sheet of Part 

I of Revised Schedule Vt to the Companies Act, 1956. 

f. Long Term Loan and Advances of Rs.15 takhs in the financial statements of 

• the Company were shown as "Othef' Loans and Advances" in its Schedule / 

• Note - 8 without specifying· its nature and without classification whether these 
'• -. 

were secured/ unsecured. Hence, the same was in violation of requirement 

of Not~ 6(L) of General tnstructioli for preparation of Balance Sheet of Part I 

• of Revised Schedule VI to the Companies Act, 1956. 

g. • Under the· he~d .short term provision, nature of provisions was not specified 

which was in violation:of'the requirement of Note 6 (H) of General Instruction 

for prJparation of Balance Sheet of Part I of Revised Schedule VI to the 

Companies Act, 1956. 

h. Unde(the head Current assets, nature of other currentassets not specified 

w~ich :was in violation of Note 6 (S) of General Instruction for preparation of 

Balance Sheet of Part 1 of Revised Schedule 

16.2 The Commmee noted that as regard the preparation· and presentation of financial 

state'ments of a Company, Section 211 of the Companies Act, 1956 stated as 

under:-

"211. FO~M AND CONTENTS OF BALANCE SHEET AND PROFIT AND LOSS ACCOUNT {1) 

Every balance sheet of a company shall give a true and fair view of the state of affairs of 

the company as at the end of the financial year and shall, subject to the provisions of 

this 1section, be in the form set out in Part I of Schedule VI, or as near thereto as 
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circumstances admit or in such other form as may be approved by the Central 
I 

Government either gener~lly or in an.y particular' case; and in preparing the balance 

sheet due regard shall be had, as far as may be, to the general instructions for 

preparatiori of balance sheet under the heading "Notes" at the end of that Part :" 
I 

16.3 From the above, the Committee noted that the requirements of the Schedule VI to 
. ... . . . . . 

the Companies Act, 1956 was mandatorily required to be followed· by the 

Company ymile preparing its financial statements for the financial year 2013-14. 
I 

However, it is noted that various disclosure/ details as required in terms of the • 

aforesaid Sch~ule VI ·were not given by the Company in its financial statements 

for the fina~1ciafyear 201·3-14. 

t 16.4 The Commiiee further noted that as per Section 227 ofthe Companies Act, 1956! 

it was .t~e duty of the a1,1ditor to report that whether, in his opinion a.rtd to the best 

of his fnfonnation and according to the ex;planations given to. him, the said 

accounts give· the information required by the Companies Act in the manner so 

required a~d :give.a:tru~ and_fair view of theJinancial statements.of.the .Company. 

Despite~th:e violatio·n of aforesaid mandatory requirements of disclosures, the 

Respon<fo~t remained silent and did not point out the same in his audit report. 

Further, thb· Respondent admitte~ his mistake in respect -~f above charge. 

16.5 In view ofthe above, the Committee held the Respondent GUil TY of Professional 

Misconduct falling within the meaning of Items· (6) and (7) of Part I of Second 

Schedule to the Chartered Accountants Act, 1949. . . I . . 

17. 

17.1 

·1 

The Committee noted that the second charge is that the Respondent had failed 
- • ' • t" • .. • • , 4 • , .., • • • ·- • 0 • , • • • 

to co~ply. with the re·porting requirement of the Companies (Auditor's Report) 
I 

Order, 2oq3. 
I 
i 
I . . 

The Committee noted that the Respondent in his submissions had accepted his 

n:iistake and pleaded to take lenient view on the grounds that the said mistake 

were techhical errors and does not affect true and fair position of the financial 
I . . 

·statement jand does not constitute professional miscon~uct. 

Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858). Saharanpur Page 23 of 27 



QI 

c.J 

PR/Pl/178/18-DD/202/18/DC/1488/2021 

17.2 In respect of above charge, the Committee observed that the Respondent in his 

audit report had m:entioned that his audit report did not include a statement on 
' the matters specifi~d in paragraph 4 of the Companies (Auditor's Report) Order, 

2003 as the said order was not applicable to the Company. The Respondent in 
' . 

his audit report mertioned as under: -

"This report doesn't'include a statement on the matters specified in paragraph 4 of the 

Companies {Auditors Report} Order, 2003 issued by the department of Companies 

• Affairs, in terms of Section 227{4A} of the Companies Act;1956 since in our opinion and 

' I • ; 

according to the inf(?rmation and explanation •given to us, said order is not applicable to 

the Company". 

. . . • 

17.3 In this reg~ud, the Committee noted that Companies (Auditor's Report) Order, 
' 

• 2003 [Issued in terms of Section 227(4A) ·of the Companies Act, 1956] was 

applicable . on th~ .Company. Accordingly, the Respondent was required to 

foctude a statem~nt on the matters 'as specified. in CARO,· 2003 but he did not 
, 

include the same )by mentioning that the CARO 2003 was not applicable to the 

Company. Furthef, the Respondent on this charge had also accepted his guilt. 

Accordingly, the ! Committee held the· Respondent GUILTY of Professional 

Misconduct fallin~ within the meaning CJf Items (7) and (8) of Part I of Second 

Sche0ule to the Chartered Accountants Act, 1949. 

18 The Committee n'oted that the third charge against the Respondent was related 

to non-reporting c_>f transactions carried out by RSNTPL through SRTC on NSEL 

platform. i=urther; other incidental expenses had not been recorded and the 

Company had failed to apply accounting standards which were not pointed out by 

the Respondent iii his audit report. • 

18.1 The Committee noted that the Company had made purchase of around Rs.52.29 
> 

crores from Mis. Anand Rathi Commodities International Pvt. Ltd. in the financial 
' ' 

year 2013-14. It yvas also noted that the Complainant had stated that during the 
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·said finandal year, the Company dealt with the Complainant i.e. , NSEL for 
I 

transactions amounting to Rs.31.41 crore as purchase turnover under the code 

RSN, as a~sociate concern of SRTC. However, the said purchase was not 

shown in tre Profit and Loss Account of the Company. In this regard, .the 
I ' 

Respondent stated that the Company had not disclosed anything about the 

purchase t)a\ nsactions took place through NSEL platform. The Respondent in 

support of his claim, brought on record an affidavit of the Director of the 

Company ~herein the director submitted that out of total purchase of Rs.54.21 
I . . 

crores, Rs.~9.81 crore represented purchase through the NSEL platform, and the 

• Company h~d not shared the said infonTiation with the Respondent. 

18.2 On perusal ~f the ledger account of H[)FC bank, the Comm'ittee noted that the 

· Company had made the payments of Rs. 45 lakhs to SRTC (trading member) 
I I . . 

during the fii1ancial year 2013-14, however, as per the financial statements of the 
I . , I . . . . 

Company, .no transaction had been made with SRTC during the financial year 
. I . 

2013-1,f·an~ the Respondent did not seem to raise any concerns on the same. 
I • 

18.3 ~he Comm~ee also noted that the Company had made payments as advance to 

certain i>'arties such as Mis. • Shri Krishna·. Trading · Company, ·M/s. Sai • Durga 
. ~ · . I • 

18.4 

18.5 

Traders Pvt.
1 
Ltd., Mis. Harsha Traders, etc. and shown them under the head 

. I . -
'Sundry Deb~ors'. There was no clarity as to why the payments were made to 

. I . . . . . 

these parties without any business transactions. Moreover, the substantial 
. . I . 

purchases v.;ere made from one party and no amount was paid against that 

purchase till the closure of the financial year. The above information should have 
I I 

made the Re'spondent suspicious about the nature of the transactions. 
I . . . 

• ' 

. Therefore, t~e Respondent was required to apply and perfonTI adequate audit . .· . . . ··. I . . . . . . . .. . . .. · .·.· .. . 
p~ocedures to confirm the nature of transactions that took place with them which 

. I . 
would have helped the Respondent to find real nature of these payments and 
. I . 

draw proper \onclusion. • . . . . 

• The Committle noted that the Complainant had brought on record the details of 

trading of b,ing and selling done by the auditee Company on NSEL platfonn on 
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different dates durihg the financial year 2013-14 which shows that the auditee 

Company had done the trading through the platform of NSEL with client id as 

RSN, and its trading member was SRTC. 

18.6 The Committee n9ted that the Complainant had brought on record an e-mail 

dated 18th July 201:3 from the director of the auditee C_ompany to NSEL wherein 

the said director litad mentioned RSNTPL as client of SRTC with client id RSN. 

Thus, !it also show~ that the c:iuditee Company ha.d made the transactions through 

the NSEL.'Further, the Respondent was involved in filing all returns and tax audit 

of the C0mpany, still he failed to obtain evidence to. find the nature of 

transactions taking place. Hence, the contention of the Respondent that there 

had beeni nothins on record to find o(Jt about the purchase transactions took 

place through NSEL platform, was . not tenable .. The Committee also observed 

. that the Respondent was· required to perform audit procedures· to an extent to 

• obta\n sufficient. ~udit evidence and.apply profess'ional skepticism to find out the 

.· real naturie of tra.nsactions but he failed to do so. 

18.7 In additio'il to above, the Respondent failed to point out in his audit report that the 

Company had not applied accounting standards as the same was evident from 

the fact that dis_closures as required in terms of the Accounting Standards were 

not ;given in the financial statements and notes attached to it. The Committee 

not~d that the · Respondent had adopted casual approach while auditing the 

boqks of accoynts of the Company as he failed to verify the record related to 
. I 

inventocy and ensure compliance of Schedule VI, CARO 2003 and accounting 
! • . • • 

standar?s. Des:pite such irregularities in the financial statements of the Company, 

the Respondent gave a clean report confirming that • the audited financial 

sta;ternents for ;FY 2013-14 were giving a true and fair view of the state of affairs 
I . • 

of the Company. Thus, he was grossly· negligenfin performing his duties as an 

auditor· and missed to· place on records the facts that were required to be 

reportecJ by him in his capacity as statutory auditor of the Company. Accordingly, 

the Respondent is held guilty under this charge for professional misconduct 

falling within the meaning of Items (6), (7) and (8) of Part I of the Second . ' 

Schedule to tl:ie Chartered Accountants Act, 1949. 

Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur Page 26 of 27 

• I 

_l_ _____ _ 



V 

PRiPl/178/18-DD/202/18/OC/1488/2021 

I 

19 : In view o:f the above observations, considering the submissions of the 

Respondent and documents on record, the Committee held the Respondent 
: I -
jGUILTY ofl Professional Misconduct falling within the meaning of Items (6), (7) 

jand (8) of ! art I of the Second Schedule to the Chartered Accountants Act, 1949. 

i 
I 
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