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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA
{Set up by an Act of Parliament)

PR/P1/178/18-DD/202/18/DC/1488/2021
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[DISCIPLINARY COMMITTEE [BENCH-II (2024-2025}]
[Constituted under Section 218 of the Chartered Accountants Act, 1949}

ORDER UNDER SECTION 21B (3) OF THE CH_ARTERED ACCOUNTANTS ACT, 1949 READ

WITH

RULE _19(1) OF THE CHARTERED ACCOUNTANTS (PROCEDURE OF

INVESTIGATIONS OF PROFESSIONAL AND OTHER MISCONDUCT AND CONDUCT OF

CASES) RULES, 2007

[PR/PIMT78/1 8-DD|120211 8/DC/1488/2021]

|

In the matter of: |

Mr. Neeraj Sharma,

Sr. Vice Presndent,

National Spot Exchange Limited {NSEL),

6" Floor, Chlntamanl Plaza,

Andheri Kurla Road Andheri (East),

Mumbai — 400 069 : .... Complainant

Versus |

CA. Gaurav Kurr|1ar Bedi (M.N0.402858)

M/s Arora Bedi and Associates (FRN 012153C}),

Chartered Accountants

Govind Nagar, Near Ram Shyam Mandir

Saharanpur, Uttlar Pradesh — 247 001. .--- Respondent

Members Prese'nt .

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

Mrs. Rani S. Nalr IRS (Retd.), Government Nominee (through VC)
Shri Arun Kumar IAS (Retd.), Government Nominee (in person)
CA. Sanjay Kumar Agarwal, Member (in person)

CA. Cotha S Srlnlvas Member (through VC)

Date of Hearind: 10" April 2024

Date of Order: 30" September, 2024

1.

That vide Findings under Rule 18(17) of the Chartered Accountants (Procedure of
Investlgatlons of Professional and Other Misconduct and Conduct of Cases) Rules, 2007,
the Dlsmplmary Committee was, inter-alia, of the opinion that CA. Gaurav Kumar Bedi
{M.No. 402858) (hereinafter referred to as the “Respondent’) is GUILTY of Professional
Misconduct falling within the meaning of ltem (6), (7) and (8) of Part | of the Second .
Schedulelto the Chartered Accountants Act, 1949,

That pursuant to the said Findings, an action under Section 21B (3) of the Chartered
Accountants (Amendment) Act, 2006 was contemplated against the Respondent and a
commumcatlon was addressed to him thereby granting opportunity of being heard in
person / through video conferencing and to make representation before the Committee on

101 April 2024 {y
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3. The Commlttee noted that on the date of the hearing held on 10" April 2024, the
Respondent was present in person and made his verbal representation on the Flndlngs 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 elready suffered for 6 years. Thus, he requested the Committee to take a
lenient view in the case. The Committee also noted that the Respondent in his written
representation on the Findings of the Commitiee, inter-alia, stated as under:

()

(i)

b)

(iv)

With respect to the first charge: -

The observations are technical in nature and there is no material effect on the
financial‘statements so as to affect its “true and fair view".

Considering the principle of substance over form, it is humbly requested that a lenient
view be kmdly taken for minor lapses which does not tantamount to ‘Misconduct’ as
alleged i in this charge

With respect to the second charge: -

There is|a 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(* s) of the Financial Statements substantially nor vitiates the true and fair view
of the Financial Statements.

With respect to the third charge: -

E\ndence| to substantlate missing purchases of Rs 31.41 Crores in the name of M/s.
RS Nagpta[ Traders Pvt. Ltd. (RSNTPL) are disputed.

Alleged transactlons of Rs 31.41 crores is disputed and not accepted by M/s. Shree
Radhey "|I'rad|ng -C0.(SRTC) as purchases of M/s. RS Nagpal Traders Pvi. Ltd.
(‘RSNTPL". Thus, it is apparent that the Complainant on the one hand has not been
able to establish- the so-called figure of Rs 31.41 crores as purchases of M/s. RS
Nagpal Traders Pvt. Ltd. (RSNTPL) through M/s. Shree Radhey Trading Co (SRTC)
and on the other hand, denied and did not accept the figure of 54.21 Crores reflected
as Purchases in the Financial Statements without any basis.

The Respondent referred to the decision of the Disciplinary Committee in -a similar
complalntn filed by the same Complainant against CA. PSC Nageswara Rao alleging
that dunqg the financial year 2013-14, SSPL (auditee company) failed to reflect
transactions in the financial statements that it had allegedly traded in aggregate
Rs.135. 43 Crores turnover being Rs.77.70 Crores as BUY turnover and Rs. 57.73
Crores as SELL turnover on NSEL platform as client of M/s NCS Sugars Ltd (broker

- :-member of NSEL). in the .said case, the Committee held the Respondent as Not

(v)

Guilty on1the ground that the broker concerned intervened in the matter and had
stated thalt the contentious sales were disputed.

He has e>ﬁ<ercrsed reasonable care while carrying out his professional duties which
may be in minor deviation to the standards of expectations of the Disciplinary
Committee buit, as held by Courts, mere failure to meet the expected standard of
efficiency by a professional cannot be regarded as misconduct. @{

Saharanpur
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Keeping in wew the facts and circumstances of the case, material on record and
representatlon 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.

Thereafter, the Committee at its meeting held on 15" July 2024, considered the reasoning
as contained in the Findings holding the Respondent Guilty of Professional Misconduct vis-
a-vis written and 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 fo 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.

Keeping in vuew the facts and circumstances of the case, material on record including
verbal and wntten representations on the Findings, the Committee noted as under:

(iy  First Charge: As per Section 227 of the Companies Act, 1956, 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
Act 1956 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 heanng as well as in his written
submissions.

(i) Second Charge: Companies (Auditor's Report) Order, 2003 {lssued 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‘the 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
mlstake was technical error and does not affect true and fair position of the financial
statements and does not constitute professional misconduct.

(iiy  Third charge: The Complainant brought on record an e-mail dated 8th July 2013 from

the director of the auditee Company-to-NSEL wherein the said director had -
mentloned M/s. RS Nagpal Traders Pvt. Ltd. (RSNTPL) as client of M/s. Shree
Radhey Trading Co. (SRTC) with client id RSN, Thus, it also shows that the auditee
Company had made the transactions through the NSEL. Further, the Respondent
was involved 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. T?&
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Respondent was required to perform audit procedures to an extent to obtain sufficient
audit evidence and apply professional skepticism to find out the real nature of
transactions, but he failed to do so.

(iv) The Relspondent ‘adopted a casual approach while auditing the books of accounts of
the Company as he failed to verify the records related to inventory and ensure
compltance of Revised Schedule VI of the Companies Act 1956, Companies
(Audltors Report) Order 2003 and Accounting Standards (AS 9). Despite such
irreguiarltles in the financial statements of the Company, the Respondent gave a
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 pltace on records
the facts that were required to be reported by him in his capacity as statutory auditor
of the Company.

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

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

§ 8. Thus, the Commlttee ordered that the name of CA. Gaurav Kumar Bedi (M.No.
402858), Saharanpur be removed from the Register of Members for a period of
01(One) Year and also imposed a Fine of Rs. 1,00,000/- (Rupees One Lakh only) upon
him payable within a period of 60 days from the date of receipt of the Order. The
punlshment in the instant case shall run concurrently with the punlshment awarded
in Case no.PR/PI/177/18-DD/201/18/DC/1489/2021.

sd/-
(CA. RANJEET KUMAR AGARWAL)
PRESIDING OFFICER

. sdit sd/-
(MRS. RANI S, NAIR, IRS RETD.) (SHRI ARUN KUMAR, IAS RETD.)
GOVERNMENTI’ NOMINEE GOVERNMENT NOMINEE
sd!r— sdf-
(CA. SANJAY KUMAR AGARWAL) ' (CA. COTHA S SRINIVAS)

MEMBER . MEMBER
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CONFIDENTIAL

DI!SCIPLINARY COMMITTEE [BENCH — Il (2023-2024)]
w i

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

Findings under Rule 18(17)'o'f the Chartered Accountants (Procedure of

Investigations of Professional and Other Misconduct and Conduct of Cases)

Rules, 2007.

File No.: PR/Pi/1 ?8!18 00120211BIDCI1 488/2021 .

-M_m_qt_t____w

Mr. Neeraj Sharma,

Sr. Vice President,

National Spot Exchange Limited (NSEL)

6" Floor, Chmtadenl Plaza,

Andheri Kur!a Road Andheri (East)

Mumbal 400069\ L | ... Complainant
: L - Versus. : o |

CA. Gaurav Kumar Bedi (M.No. 402858)

M/s Arora Bedi and Associates (FRN 012153C),
Chartered Accountants,

- Govind Nagar, Nelar Ram Shyam Mandir

Saharanpur - 247 001

(Uttar Pradesh) | ...Respondent
MEMBERS PRESENT:

CA. Ranjeet Kumar Agarwal, Presiding Officer (Through Video Conferencmg Mode),
Mrs. Rani Nair, 1. R S. (Retd.), Government Nominee (In person)

Shri Arun Kumar, LLA.S. (Retd.), Government Nominee (In person),

CA. Sanjay Kumar Agarwal, Member (In person),

DATE OF FINAL HEARING . : 28" November 2023
DATE OF DECISION TAKEN  : 14" December 2023
- PARTIES PRESENT

1B

Complainant: Ms‘ Shubhra Singh, Authorized Representatlve (Through Video
Conferencing Mode)

‘ Counsel for Complamant Mr. S. G. Gokhale, Advocate (T hrough Video Conferencing

fi{

|~ Mode)

"Respondent CA. Gaurav Kumar Bedi (Through Video Conferencing Mode)

Counsel for Resp\ondent. CA. C.V. Sajan (Through Video Conferencing Mode)
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~ BACKGROUND OF THE CASE:

1. The brief background of the case is that M/s. Shree Radhey Trading Company’
(heréinafter referred to as the “SRTC”) was a m'errjber broker-on National Spot
Exchange Limited (NSEL) and one ambng 22 defaulters. The Company, M/s. RS
Nagpal Tra‘ders Pvt. Ltd. (hereinafter referred to as the ‘RSNTPL7’Company’)
was a client company of SRTC and had traded on NSEL during F.Y. 2013-14
under the (j)ode R,SN. That the Respondent was the statutory auditor of RSNTPL
for ﬁnancia!l year 2013-14. As per the Complainant, the complaint has been filed
consideriné the audited financial statements of RSNTPL downloaded from MCA

21 website!for the FY 2013-14.

CHARGES IN BRIEF: -

2. The Committee noted that the charges against the Reépondent are as 'uriderzé |

e
1Hl.

o

4

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

That tHe'Respondent neither qualified the audit report nor pointed out the
infirmities in the preparation of financial statements of the Company which
were n*bt in consonance with Schedule il of the Companies Act, 2013.

There jwas default in reporting under Companies (Auditor'-s Report) Order
2003. The Complainant alleged that the Respondent did not comply with the
requiréments of Companies (Auditor's Report) Order, 2003 'about reporting on
the issue of fraud on the Company or by the Company that took pla'Ce d'ﬁring
the year and reporting on inventory related to the confirmation of physical

verificétion by the managérhent', the adequacy of the procédures for physical
verifithion of inventory, and the maintenance of adequate and records in this
regarcil.

|
Non-rbpoﬂing of transactions carried out by RSNTPL through SRTC on NSEL
platform which are reported to have not been recorded in the financial

statements of RSNTPL. Further, other incidental expenses had not been .

recorFled and the Company had failed to apply accountihg standards which

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

| Page 2 of 27
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The Comnmiittee noted that the Respondent in his reply at the stage of PFO had,
-inter-alia, mentioned as under:-

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

that th|ey dealt in commodities through brokers or with NSEL. -

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

“Trading’ company involved in agricutture produce in bulk.

That 1’!or the year 2013-14, purchases totalling Rs.43.03 Crores were made
from a Company named M/s. Anand Rathi Cbmmodities international Pwvt.
Ltd., z:and the commercial invoices issued served as the source documents
for the purchase transactions. lSales, amounting to Rs.54.21 Crores, were
made to various companies out of the stock purchased.

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 records of the Company for any transactions of purchases with NSEL or
with any of its brokers as alleged by the Complainant.

That jaudit evidence coliected from the Company did not provide any
: inforhh‘ation that the transactions entered by the Company originated on the

NSEL platform. - |

That ionly after receipt of the complaint, he got to know about the matter.
When he enquired it from the Company, the management confirmed that
there| was no proceeding by any au,thority against their Company nor there
had been any complaint agaihst- them. However, the Respondent had been
able Lto get the information from other sources that Shree Radhey Trading
Com[‘oany (SRTC) which is alleged as member broker of NSEL, is a group
entity} of the family of the Company management. The Respondent
ment|ioned that this fact was not known to him at the time of audit.

That|he was yet to receive a confirmation from the Company whether the
purchase transactions of RSNTPL were sourced through NSEL platform

with the intermediation of SRTC.

That'he was unable to comment on whether all or any of the purchase of
Rs. 54.21 Crores recorded in the books of accounts of RSNTPL had any
relation with NSEL or its broker SRTC.

Shri Nee+aj Sharma, St. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur Page 3 of 27
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ix. Accorc%ing to the evidence provided during the audit, NSEL and SRTC were
not in'picture' It was also not clear to the Respondent as to how it was
p055|b!e fo have purchase bllis from the supplier when the fransactions
were through NSEL

x. That it is aISp not clear as to whether the transactions through NSEL
covered by a Contract note will have to be backed by additional invoices
from siupplier%to buyer, and whether each contract can be matched with a
supplier note invoice.

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

" loss afccount' from the: MCA website properly, due to this reason, the
Compiainant made allegation that the Company had not declared any
'purche!ise or sales in its accounts. |

Xii. That‘ﬁe had no reason to accept the preposition that the Company was a
client of SRTC ; ‘ :

Xiii. There(was no deficiency in Accounting Policy or Notes to the Accounts of
the Company, All the revenues were correctly recognized.

xiv. That he had genuine apprehension that there was a deliberate attempt on

the ,pal\rt of the management of the Company to keep certain facts away .

from i'éim.

xv. That the Respondent was not provided with any information about the
exnstelnce of the bank account of the Company with HDFC as alleged by the
Complalnant

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

again#t the auditee company so far.

|
4, The Directt:)r (Discipline), in his Prima Facie Opinion dated 1% June 2020, with

respect to!the allegations levelled against the Respondent, had observed as

under;- |

41  As regard :the first charge relatled to violation of requirements of Schedule 1l of
the Companies Act, 2013, it was noted by the Director (Discipline) that Schedule

1 is deﬁnéd in Companies Act, 2013 which was applicable w.e.f. 01.04.2014

only and tﬁe financial statement in question reiates to the FY 2013-14. Hence, in

- the extant! matter, instead of Schedule Il 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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, requiremelnts of Revised Schedule to the Companies Act, 1956 would be
' applicableé.

; | '
i Accordingly, the discrepancies alleged were assessed considering the provisions

. of Revnsed Schedule VI to the Companies Act, 1956. it was observed that despite

vanous non -compliances of said schedule of the Companies Act, 2013, the
Responde:nt being the Statutory Auditor of the Company, failed to report about

the same :n his audit report. Hence, the Respondent was held prima facie guilty
of professmnal misconduct falling within the meaning of Items (6) and (7) of Part |

of the Sec<:3nd Schedule to the Chartered Accountants Act, 1949.

l With res'pcj‘zct' fo the 'secbnd'cha'rge, it was noted that the Companies (Auditor's
Report) O:rder,_ 2003 was applicable on the Company for the FY 2013-14,
however, t;he "Resrponden'-t in his audit report had stated otherwise. Accordingly,
the Respondent was held prima facie guilty for this charge of professional
misconauc't,fauing within the meaning of ltems (7) and (8) of Part - 1 of the

Second Sc;hedule fo the Chartered Accountants Act, 1949.

With respect to the third charge, it was .noted that the ledger account of Shree
Radhey Tradlng Co. (SRTC) had been classified as supplier in the books of
|RSNTPL However, the Respondent had never mentioned this fact to the
Dsrectorate at any stage. Although no purchase has been made from the supplier
SRTC dunr'ng the year 2013-14, rather an advance of Rs. 40 lakhs was made to it
on 16.08.2013 and Rs. 5 lakhs on 26.08.2013. The Complainant had informed
that Shreels Radhey Trading Company (SRTC) was declared as defaulter
memberlbrbker on NSEL as per the rules of NSEL vide its Circular reference no.
NSEI'_llegall‘20131074 dated 28" August 2013 and criminal proéeedings had also

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

S |
03.09.2014. The Complainant had submitted an e-mail dated 8" July 2013

received fr¢|)m the Director of RSNTPL to NSEL, wherein the Director Shri Sunny

Nagpal had mentioned RS Nagpal Traders Pvt. Ltd. (RSNTPL) as client of Shree
IRadhey Triadmg Co. (SRTC) with cllent id ‘RST'. It is further noted that the

Company vrras registered on 8th May 2013, and even though the Respondent

shri Nearaj|5harma, Sr. Vice PlLesident, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur Page S of 27
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was rnvolved in fl!lng all returns of the Company and tax audlt still the
‘Respondent had failed to obtain sufficient evidence to find the nature of
transactlons' actually taking place. Also, the auditor did not perform audit
procedures[substahtively as prescribed under various Standards of Auditing and

did not poin:t out tt{e deviation and non-compliances of the accounting standards

in the preparation of financial statements. Despite all irregularities in the financial
statementsiof the Company (RSNTPL), the Respondent issued a clean report.
Accordlnglglr, the ReSpondent was held prima facie guilty under this charge for
professronal misconduct falling within the meaning of items (6), (7) and (8) of
Part | of the Secon‘d Schedule to the Chartered Accountants Act, 1949.

5. Accordmgly, the Dlrector (Discipline) in terms of Rule 9 of the Chartered
Accountants (Procedure of Investigations of Professicnal and Other Mlsconduct
.and Condtlrct of Cases) Rules, 2007, held the Respondent pnma-facre Gurlty of
professronal mrsconduct falling within the meanrng of Items (6) (7) and (8) of
Part | of the Second Schedule to the Chartered Accountants Act, 1949 The said
items in the Schedule to the Act states as under:-

Item (6) of Part |.of Second Schedule:

“A chartered accountant in practice shall be deemed to be guilty of professronal

misconduét, if he=

(6): fails fo report a material misstatement known to him to appear in a financial

statememj with which he is concemned in a professional capacity.”

item (7) o'f Part 17 of Second Schedule: _

I !
“A chartered accountant in practice shall be deemed to be guilty of professional [
mlsconduct if he—

(7) does 'not exercise due diligence or is grossly negligent in the conduct of his
professional duties.” '

Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO, 402858), Saharanpur Page 6 of 27 ‘
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 Item (8) of Part | of Second Schedule:

i "A chartered accountant in practice shall be deemed to be guilty of professional

misconduc:tr, if he—

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

opinion ori its exceptions are sufficiently material to negate the expression of an
opinion.”

SUBMSSIONS OF THE RESPONDENT ON PRIMA FACIE OPINION: -

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

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

Schedule VI to the Companies Act, 1956, the Respondent stated that due to
the lo'w profile of the cémpany, he had not invested much time into the
examtrpatlon of the presentation of the financial statements: Accordingly, the
‘ Respondent expressed deep regret over the unintentional oversight in this
respect. However, he also stated that the errors in the presentation of the
financial statements do not ‘make the financial statements obscure or
mlsleadlng in any manner. Accordlngly, the Respondent requested that he

may k|ndly be pardoned for the errors observed in the presentation of the
f|_nan0||al statements.

~b. With t:'espeCt to the second charge related to non—cen"ipiiance ~of the

requiré':ment of CARO, 2003, the Respondent stated that, although there were

some Larrors, they ,Were minor and rectifiable within the financial statements
themslelves. These errors were deemed additional information available in the
record‘s anc-!, as such, did not warrant any audit qualification. So, the omission
was a‘n.oversight of the management, which the Respondent did not pay
attention to, however, these omissions did not constitute material
miestatements at all. The Respondent admitted'that he had committed an

uninteintional error in this case.
| .

c. With r[espect.to the third charge regarding non-recording of purchases of Rs

31.41 1[crores, incidental expenses, revenue recognition etc., the Respondent,

apart | from reiterating his submissions as made before the Director

Q/ shri Neelraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858}, Saharanpur Page 7 of 27
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(Discip!ihe) at prima facie stage, stated that from the documents and records
of the Company presented before him for audit, he was unable to get any
sense that the trading of the Company had been through the Commodity
Exchange NSEL or through any broker. The Respondent stated that the

: purchase of Rs.54.21 Crores recorded in the financial statements may be

inclusive of the ourchases alleged to have been carried through broker SRTC
in the N$EL amounted to Rs 31.41 Crores. But as an auditor, he had no such

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

: That‘the opinioh of the Director (Discipline) in paragraph 10.3.2 of the PFO

are.misoonceived as the observations in sub-paras do not provide any hint that
they wohld have helped the Respo.ndent to form any view that the trades -
were through- NSEL platform. '

’ The Respondent stated that only because of the mvestlgatlons conducted in
_ .the .backgroo_nd of complaint by NSEL, the Director (Discipline) made
‘observations |n paragraph 10.3.4 of the PFO. The Respondent did not

suspect the trading activities of the Company in any manner at the time of
audit. So, it‘wa'e not possible to view the matters in the manner in which the

Director (Dlsmplme) had viewed for disposing the complaint.

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

available that the promoters of the Company have been subjected to

; investig{ation by the authorities, the Respondent, at present, tends to agree

with thé view of Director (DISCIplIne) that “fransactions had faken place
between the Company and NSEL through the broker member SRTC which

' the management of the auditee Company -did not disclose”. But the

Respondent was not able to form any such view at the time of audit.

. The Director (biscipline) should be required to furnish conclusive evidence

regardirimg the Ef‘auclit procedures" that the Respondent is purported to have

~ "failed t!o do" 1n the circumstances of the case. Addiﬁonally, strict proof should

be pro:vided 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. Gaurav Bedi {M.NO. 402858), Saharanpur Page 8 of 27
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The Comrittee noted that the instant case was fixed for hearing on following
dates:
. S.No. - Date Status of Hearing
1. | 31.10.2022 Adjourned at the request of Respondent
|
2. 22062023 Part Heard and Adjourned
3. [11.07.2023 [ Part Heard and Adjourned
4, 2.?.08.2023 Part Heard and Adjourned
5. |17.102023 | Deferred due to paucity of time
6. 3fl.10.2023 Deferred due to paucity of time and on the
' ‘request of both the parties.
: 7. |28.11.2023 Concluded and Judgement Reserved
8. |14.12.2023 Final Decision taken in the case.
| S ,
On the da\if of first hearing held on 31 0ctober'2022 the Committee noted that
the Complalnant was not present and the Respondent vide his e-mail dated

18 10. 202? had sought adjournment on account of the last date of filing Income

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

" 1961. Conlsideririg the absence of the Complainant, the Committee acceded to

‘Ithe request of the Respondent and decided to adjourn the matter to a future date.

'On the day of second hearing held on 22™ June 2023, the Committee noted that
:Ms. Shubhra Singh, Legal head of the Company, was present on behalf of the
SCompIainant 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
on Oath. Thereafter, the Committee enquired from the Respondent as to whether
Ehe was aware of the charges. On the same, the Respondent replied in the
Eafﬁrmative and pleaded Not Guilty to the charges levelled against him. When the
EResr‘aondemt sought time to file his submissions in the matter, the Committee
allowed the Respondent to file the same within 15 days of hearing. Thereafter,

(M/ Shri Neeraj Sharma Sr. Vice Prasident, NSEL, Mumbai Vs CA, Gaurav Bedi (M.NO. 402858), Saharanpur Page 9 of 27
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looking int(i) the fect that this was the first effective hearing, the Committee

decided to?adjourri the hearing to a future date. With this, the hearing in the

matter was partly heard and adjourned.

‘On the day: of third hearing held on 11" July 2023, the Committee noted that Ms.
~ Shubhra Singh, Legal Head of the Complainant Company, alongwith Counsel

Shri 8.G. Gokhale, Advocate, were present on behalf of the Complainant through

Video Conﬁ‘erencihg mode. The Respondent along with his Counsel CA. C.V.

Sajan were present through Video Conferencing mode. The Committee noted

that the Respondént accepted his mistake for charges no. 1 and 2, accordingly,

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

The Respdndent in his eubmi_ssions had‘, inter-alia, mentioned as under:-

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
was mentloned on the documents produced for audit.

That there was no linking from anywhere that the said transactions are routed.
through a stock exchange.

That the management never disclosed SRTC as a broker or related party to
him. . .

That thlre allegation specifies the absence of 857 transactions that occurred in
July. This implies that transactions in April, May, and June have been
matched found, and settled with only the July transactions being deemed
objectlonable

That NSEL is filing unnecessary complaints against all the Chartered
AccouLtants after the scam.

That he had issued a disclaimer of opinion in his report still the complaint had

been filed against him.

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

report[with the names of every supplier and customer.

A T;hat 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 fraud as both sales and purchases transactions get accounted for.

Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858}, Saharanpur Page 10 of 27
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li. 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 Respondent in this méttef had submitted his
[further written statement on the date of the meeting ie., 11" July 2023, The
_ ICounsel for the Complainant in this regard sought time for their further reply on
the written statement of the Respondent. The Committee acceded to the request
of the Complainant's Counsel and directed him to submit submissions, to the
:Committee with a copy of the same to the Respondent. Thereafter, the
: Committee decided to édjo.um the heari‘rjgto a future date. With this, the hearing

. in the matter Was parﬂy heard and adjodrhed.

S 11 On the day of fourth hearing held on 23" August 2023, the Committee noted that

‘Ms. Shubhra Singh, Legal Head of the Complainant Corripany, along with
Counsel Shri S.G. Gokhale, Advocate, were present on behalf of the
‘Cormplaina'nt through Video Conferenc'ing mode. The Committee further noted
that the Résponde‘nt along with Counsel CA. C.V. Sajan' were bresent through
QVideo' Conferencing mode. |

'11.1 Thereafter, the ‘Respondent was asked to make his submissions. The
- Respondent, besides 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

stuck to the point that the purchases of Rs.31.40 crores are missing from
Profit and loss account. '

b. That the allegation is withoui any substantive evidence.

c. That he wanted to cross examine the Complainant to understand as to what
exactly their points are.

Shri Neer:ajsharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NOQ. 402858), Saharanpur Page 11 of 27
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11.2 Thereafter, 'the Complainant was asked to submit his submissions. The

113

12.

13.

Complainant in his submissions had inter-alia mentioned as under:
a. That even if it is presumed that the Respondent was not aware of the
| transaction 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
probedu‘res to ?:the extent of obtaining sufficient evidence to arrive at an
opinion on the ﬁ_nancial statements of the Company.
b. That it was in the public domain that a fraud of Rs. 5600 crore had occurred in-
NSEL, and the Economic offence wing has started investigating it.
¢c. The Ré|spondeht‘s own documents show that a purchase of Rs. 54.41 crore
' was made from M/s. Anand Rathi '-C'o.m'modities International Pvt. Ltd itself,
but the Respohdent is defending that the missing purchase of Rs. 31.40 crore

~ isincluded in it.

The Committee poée_d éertain questions .’to' both the parties to uhdérstand the
issue involved and the role of the Respondent in the case. The Counsel for the
Responder?t submitted that he wanted to examine the C‘omplainaht.r On the
same, the! Committee asked him to submit his questionnaire/ queries to the
Comrr;ﬂttee' and the Complainant within 15 days of hearing. The Complainant was
also directpd to make his submissions within 15 days of receipt of the queries/
questionndires with a copy to the Respondent. With this, the hearing in the

matter was partly heard and adjourned.

On the day of fifth hearing held on 17" October 2023, the hearing in the matter -

was deferred due to paucity of time,

On the day of sixth hearing held on 315 Qctober 2023, the Committee noted that
Ms. Shub!hra Singh, Legal Head of the Complainant Company, alongwith
Counsel Shri SG 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 the

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

Question by the
Respondent

Submissions by the Complainant

Haile the Complainant filed
any complaint against the
Aul:litor of Shree Radhey

broker member who s

él!eLgedly the defaulter of

|
NSEL according to the

| complaint ?

Trading Co (SRTC), the

No complaint is filed before ICA! against
Auditor of SRTC. SRTC is a sole
proprietorship concern of Ramesh
Nagpal.

SRTC indulged into circular trading on
the Exchange platform utilising both

sister concerns. Their audit reports were

‘| scrutinized and hence, complaints were

filed against the auditors of these two
clients of SRTC

Ddes the Complainant have

| any evidence of seizure of the

records of the NSEL by

investigating agencies?

It is specifically mentioned in panchnama
dated 30" September 2013 that the

document mentioned therein are seized.

Ddes the Complainant have

any evidence to show that

Mfs. R S Nagpal Traders Pvi.
| Ltd. (RSNTPL) placed orders

for the purchases of Rs.
|

31.41 crores allegedly made

th||'ough Trading Member

NSEL?

The order is placed by a member only. In

{the alleged matter, it was by SRTC by |
giving the UCC Code of its client. The

UCC Code in the instant case is
RSNTPL. In this regard, the Complainant
referred to the copy of Trade File derived
from the records of NSEL. - |

Shri Neeraj Sharma, St. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi {M.NO. 402858), Saharanpur
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What wéire the  goods
allegedly |‘ purchased by
RSNTPL, flc;r Rs.31.41 Crores
and stiui allegedly . not
accounted | in its books - of
accounts? If

It
[

While referrihg the Annexure 1 as
annexed to the complaint, the
Complainant submitted that in the
column titled “Commodity Contract”,
abbreviations of goods are given wherein
"PPRSRNPR25" stands for "Black
Pepper” and "“RCHLYS14H2S" stands for
“Red Chilly". -

Doés the Complainant have

{ any, é'vidence that RSNTPL.
Urecelved delwery of stock

| agalnst the alleged purchases
| of Rs 31 4II -Crores? -

There was no movement of commadities

in as much .as the commodities come

back to the selling member under T_I’+2
Contract.

| What arelthe details of the

| Electronic 1

Warehousing

| Receipt issued for transfer of -

prsessior‘i of ~ und&flying
stock mvolved in the alleged
unrecordeél purchases of Rs
31.41 Cro%res‘?

1
i

i

RSNTPL _ has
c_ommoditiés through SRTC under T+25
Contract. The buyers under T+2. who
became sellers urider T+25 Contract had
not issued invoices because of default in
payment by RSNTPL .as a buyer. in the
same' way, the Allocation letters in
respect of the purchased commodities
were also not made/ issued by NSEL.

purchased the |

Were thére purchases by

RSNTPL }; ‘through  NSEL,

before or '!félfter, other than the

alleged | unrecorded
|

purchases. of Rs 31.41
Crores? 0

1
L&

[N

No

What are the details of

| invoices | generated . from

NSEL does not generate the invoices.

NSEL system evidencing the

The invoices are generated by Seller:

The Invoices are routed through NSEL.

Shri Neeraj Sharma, Sr. Vice President, I'SISEL, Mumbai Vs CA. Gaurav Bedi (M, NO. 402858), Saharanpur
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alle:ged purchases of Rs

31.41 Crores issued in favour

|
of RSNTPL?

RSNTPL has
commodities through SRTC under T+25

purchased the

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.

Doefs the Complainant have

any, evidence about who were

the| suppliers of the .alleged

unrecorded

purchase  of
| RSNTPL of Rs 31.41 crores ?

Supplier was M/s. Suvaity Trading
Company Pwvt. Lid. (STCPL). The
designated warehouse where the
commodities had been stored was Shri

Krishan Cold Storage and Foods which

had been under the control of Ramesh
‘Nagpal, and he had confirmed the
| delivery of the commodities to the said |

| warehouse.

Doés the Complainant have

any| evidence of VAT fevied
towhrds the alleged supply of
gooids to RSNTPL for which,
as alleged buyer RSNTPL is

entitled for Input Credit?

The Complainant referred to answer to
Question No.8

Doé%s the Complainant have
evidence from the accounts of
SRTC that the alleged
purg?:hase of RSNTPL of Rs
31.41 Crores was reflected as

payf:ble by SRTC towards
NSIiEL? '

The Complainant stated that the

Respondent is not privy to this

information.

1

13.1 buring the.|'1éaring, the Counsel(s) for both the Complainant and the Respondent
.frequésted f?r adjournment. The Committee, keeping in view the said request and
;Hue to time |constraints, decided to adjourn the hearing.

&
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r
14. On the day of seg.'enth and final hearing held on 28" November 2023, the
Committee noted Lthat Ms. Shubhra Singh, Legal Head of the Complainant
Company, alongwiﬁh Shri 8.G. Gokhale, Advocate, were present on behalf of the
Complainanit Company through Video Conferencing mode. The Committee
further noted that.h;the Respondent -along with Counsel CA. C.V. Sajan- were

present through Video Conferencing mode.

I
l.

14.1 Thereafter, the Complalnant was asked to submit his submission. The

Complalnant in hIS submtssrons inter-alia, mentloned as under

a. That as per the directions of the Committee, they had aiready submitted

_ replies. to the vanous questlons raised by the Respondent

b... That they had explalned the procedures adopted by NSEL with respect to
setthngitransactions :

c. That SRTC a member of NSEL, sold the goods in July for Rs 31 40 crore and

.got t_he.paymen_t.and bought them back.

d. That a payment crtsis had occurred in July 2013 in NSEL, due to which NSEL
had appornted authormes to check whether the commodltles were physically
available in stock or not, and it was found that the stock was not available
physically. &

e. That the ﬁnaré’cial statement does not show expenses commensurate with the
amourltt of the!'|§ sale and purchase. _

f. That M/s. Ar‘iand Rathi Commodities Ltd. had purchased stock from the
Company in July, 2013, however it was shown as a creditor in March 2014
which: means that payment was not made till March, 2014.

g. That he had submltted hls charges referring to the paras of PFO.

h. That the Res!":pondent had not taken any confirmation from SRTC about the
status of advjances to it.

i. That the Co;mplainant Company had not filed any complaint against the
auditér of SRTC since SRTCis a propri'etary concern.

j- That on theﬂdate of transactlon the NSEL was regulated by SEBI (earlier

‘ regulated byJ.Forward Market Commrssron which later merged to SEBI).

Q/ Shri Neeraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858}, Saharanpur Page 16 of 27
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When the Respondent was asked to make his submissions, he had, inter—alia,'
submitted as under:-

a. That lalthough he had accepted his mistake for charges No. 1 and 2, however,
the said mistake cannot be construed as professional misconduct so it should
be taken leniently.

b. That the purchases and sales disclosed in the fmanmat statements were duly
matctped with the VAT returns.

¢. That ihere was no proof to show that RSNTPL had placed an order with
SRTC.

d. That the Complainant had niot provided any answer to his question as to
whether there is any evidence that RSNTPL received the delivery of stocks
against the alleged purchase.

e. That an affidavit regarding sales and purchase transactions by RSNTPL was
given by the director of the Company to him. |

f. That NSEL was allowed to do one day forward contract not 25 days contract.

The Conﬁmittee_posed cerfain questions to both parties-to understand the issue
involved :'iand the role of the Respondent in the case. The Committee noted that

the direct:or of the Company had submitted an affidavit wherein he had, inter-alia, -
mentioneh as under:

a. That his name is Mr. Sunny Nagpal, director of M/s R. S. Nagpal Traders Put.

Ltd. That the Compan‘y was formed exclusively for the purpose of wholesale

trading in assorted commodities and to make profits from market price
ﬂuctuajtions. |

"~ b. That most of the trading activities of the Company was conducted on NSEL,

through a trading member, M/s Shree Radhey Trading Company, however,
the company management had not disclosed this operating mechanism of its
trading ‘activities with the auditor, CA. Gaurav Bedi (the Respondent), as it

el i Tt an essential information to be shared with the auditor, being a
matter| of operations. |

Shri NEeriaj Sharma, Sr. Viceipresident, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NO. 402858), Saharanpur Page 17 of 27
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c. That there wasj} no difference in documentation of sales and purchases to
indicate that'wlﬂilether those sales/purchases were carried through NSEL or
through :convehtional offline purchase/sales transactions. Therefore, the
auditor would not be able to identify the transactuons carried through NSEL
platform-from the records provided to them.

d. That there were certain disputes between SRTC and NSEL, and it is a matter

of. l:trgatlon However RSNTPL is not a party to this dispute, nor the Company

had shared thrs‘ information with the auditor of RSNTPL. There have been no
claims agalnst RSNTPL by NSEL or any authorities.

e. The evidence of alleged missing purchases of Rs 31.41 crores in the name of
RSNTPL had t!)een dlsputed by the SRTC and accordlngly, the allegation of
non-recording of purchases is baseless.

f. That most of tlhe tradmg members of NSEL disputed the genuineness and

validity of tran%actions-claimed to have béen recorded in NSEL and disputed .

the demandsraised by NSEL upon them.

-@- The motive of NSEL behind the allegation against the auditors of its clients is

to create self—servrng evidence through ICAl by obtaining verdlcts that the
~ accounts ‘of rts clients ' were wrong, in order to use them'in courts to counter

the disputes ralsed by trading members against NSEL.

- After consideringlihe same, the Committee directed the Complainant to submit

his responses to the latest submissions made by the Respondent via the affidavit
dated 24th November 2023. On the same, the Complainant's Counsel denied
receipt of the afﬁdavrt. Thereafter, the Committee gave directions to the
Respondent to siubmit a copy of affidavit to the Complainant. The Committee
further dirécted liolh the parties to submit additional submissions, if any, in next
15 days with cop¢ to each other.
, i ’

Thereafter, the dommittee looking into the Respondent's submissions against
the charges Ievelled recorded his plea and accordmgly concluded the hearlng by

reserving its judgment

Thereafter, the {‘matter was placed before the Disciplinary Committee in its

meeting held oni:‘l'4“‘ December, 2023 wherein the same members, who heard
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‘ the case learlier, were present for consideration of the facts and arriving at a

, dems:on by the Committee. The Committee noted pursuant to its direction given

i in the hearmg held on 28" November 2023, the Respondent has given his

: subm:ssuo:ns wherein he had, inter-alia, mentioned as under:-

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

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

. With réspect to the error mentioned in charge no.2, the Respondent admitted

the omission and stated that the same was technical omission, ~and
accordlngly, may be viewed leniently.

That the accounts of the Company audited by him were complete in all
respects with reco,rdzng of actual purchases, sales, inventory transactions,
expenses, bank trartsactions and so on. The allegation of. omitted

.transactlons was baseless because the Company had not transacted any

such transactlons accordmg fo lts records, nor had acknowledged so.

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

STCPL, both had recorded sales and purchases representing trading

activities for amounts much more than the alleged missing transactiorjs'
accqrdtng to its records and had duly complied with the VAT law by filing in
their VAT Returns.

. The alleged transactions were those which the NSEL claimed as happened

but disputed by the Trading Member as having not happened.
|

That the net effect of these alleged missing transactions was not material to
the overall liability due to the offsetting effect of the purchases and sales.

. That 'NéEL had no evidence that 'th_e companies concerned had placed orders
- for the alleged missing sales or purchases.

- That on perusal of the purchase invoice, it cannot be ascertained that it was

an invoice from NSEL based online trading.

15.2 IThe Commlttee further noted that the Complalnant has also glven his submissions
Whereln he inter-alia, mentioned as under: -

. a. That the affidavit produced by the director of the Company cannot be relied

upon without cross examination.
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b. That it IS brought on record by the Complainant in his lefter dt. 28" September

20_23 that he h|+as got the Decree dated 04.10.2021 from Hon'ble Bombay

High Court agaihst SRTC and the same is under execution before the Hon'ble

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

affidavit! that S-RT'C has raised higher counter claims and matter is under

litigation.

. That M. Sunniy Nagpal who had filed an affidavit as director on behalf of

RSNTPL is tt];ie son of Mr. Ramesh Nagpal, sole proprietor of SRTC
(Member) and[m the proceedings before the Hon'ble Bombay High Court, Mr.
Sunny Nagpal had filed affidavit on behalf of SRTC (Member) as a-constituted

" Attorney of SRTC Since, Mr. Sunny Nagpal was managing business of
" SRTC along wnth his father, Mr. Ramesh Nagpal and had siphoned off funds,

he was' summened in proceedings before the Enforcement Directorate and he
also provided hls_ Statement to the Enforcerent Directorate. The above facts
clearly establishes that RSNTPL was the sister concern of SRTC (Member)

" and the affidavit 6f Mr. Sunriy Nagpal was filed to mislead the Disciplinary

I s
|
i

-

Co m"mifttee.

15.3 Accordmgly, keepmg in view the facts and c1rcumstances of the case, the materlal

judgment.

on record and ithe submissions of the parties, the Committee passed its

FINDINGS OF THE COMMITTEE -

16.

- The Committee n}o'ted that the first charge is that that the Respondent had neither
qualified the audlt report nor drawn attention to the infirmities in the preparation
of fi nancnal statements of the Company which was not in consonance with

| Schedule I of the Companies Act, 2013. In this regard the Committee agreedr
with the observaltlon of the Director (Discipline) that in the extant matter, instead
of Schedule I '5to the Companies Act, 2013, the requirements of Revised
Schedule to the !Companles ‘Act, 1956 would be applicable. The Committee also
noted that the Respondent has admitted that presentatlon and disclosures as
requ&red in terms of the requirement of Schedule VI to the. Companies Act, 1956,

were not given !n, the financial statement of the Company for the financial year
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' 2013-14. However, 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 amount to professional misconduct on his part as the omissions do not

' constitute materlai misstatement at all.

16.1 The Commititee observed that the following lapses were found in the presentation

of -financia:i statements of the Company, which the Respondent as an auditor
failed to point out in his audit report :-

a. No de’gail of type of shares such as equity- or preference, no detail of
authorized, paid up and subscribed share capital, no detail of any changé in
share c!ap'ita_l during the year and even the value per share was not disclosed.
Only the amount 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
fi nancw‘tl statements. The non-disclosures of above information / details were
wolatxon of note 6 (A) of General Instruction for preparation of Balance Sheet
of Part I of Revised Schedule Vlto the Companles Act 1956

" b. In respe!act of Long-Term borrowing as shown in the financial stateménts of the
Compai‘ny, it is observed that an amount of Rs.1,98,89,008.66 was shown as
Long-Term borrowing in the fin.ancialrstatements. However, cléssiﬁcation of
Long-Tc!erm borrowings as required in terms of requirements ‘of Schedule VI
into Bonds/Debentures/ Term Loan/ Deferred payment liabilities/ deposit/ loan
and advances from related parties etc. was not given in the financial
'statemelants or any schedules .attached to it. Even the name of the party was
mentioned. The Committee noted that the same was violation of the
requirements of Note 6 (C) of General Instruction for preparation of Balance
Sheet of Part | of Revised Schedule VI to the Companies Act, 1956.

c. Other L‘ong-Term liabilities of Rs.15.40 lakhs were shown as ‘Others’ without
providing any of the details of Trade payables or others which was required to
be given as per Note 6 (D) of General Instruction for préparation of Balance
Sheet qf Part | of Revised Schedule VI to the Companies Act, 1956.

d. With respect to the Reserve and Surplus, the figure on the face of the

Balancela Sheet does not correspond with the figure in the relevant schedule.
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The amount of Reserve and Surplus was Rs. 41,521.44, while the figure
under the nar:ne of ‘Other Reserves’ in schedule was Rs. (12,500),
'rep'reseﬁting a negative amount. The actual profit before Depreciation and
Tax noted from Director's report was Rs. 54021.44. Hence, clear picture is
not deplcted

e. Trade Payabies and Trade Recelvable were shown in the financial
statements without any single details given in the Schedules Inotes -5 and 9

attéchegi to it. ‘The same was in violation of the requirements of Note 6 (D)
and No{e 6(P) of General instruction for preparation of Balance Sheet of Part
| of Revised Schedule VI to the Companies Act, 1956.

f. Long Term 'Loén and Advanées of Rs.15 lakhs in the financial statements of
‘the Corripany were shown as “Other Loans and Advances” in its Schedule /
Note — 8 withott specifying its nature and without classification whether these

were secured I unsecured. Hence, the same was in violation of requirement
of "N"dté 6(L) of General Instruction for preparation of Balance Sheet of Part |
of Rewsed Schedule Vi to the Companies Act, 1956. |
g. Under the head short term provision, nature ‘of provisions was not spec1ﬁed
which Wwas in violation of the requirement of Note 6 (H) of General Instruction
for preparation of Balance Sheet of Part | of Revised Schedule Vi to the
Companies Act, 1956. |

h. Under:the head Current assets nature of other current assets not specified
which was in violation of Note 6 (S) of General Instruction for preparation of
Balance Sheet of Part | of Revised Schedule

16.2 The Committee noted that as regard the preparation and presentation of financial
statements of a-Company, Section 211 of the Companies Act, 1956 stated as

under:-
“211. FORM 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 |secti0n, be in the form set out in Part 1 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
Government either generally or in any particular case; and in preparing the balance

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

preparation: of balance sheet under the heading "Notes" at the end of that Part :”

16. 3 From the above, the Committee noted that the fequurements of the Scheduie VI to,

the Companles Act, 1956 was mandatonly reqmred to be followed: by the

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

 However, ilt is noted that various disclo;e;ure / details as required in terms of the -

aforesaid Schedule VI were not glven by the Company in its t' nancial statements
for the fi nancsal year 2013-14.

‘i~= 16.4 The Commlttee further noted that as per Section 227 of the Companles Act, 1956,

it was the duty of the auditor to report that whether, in his oplmon and to the best
of his mfonnatlon and according to the explanations glven to. him, the said
accounts gwe the |nformat|on required by the Companles Act in the manner so
requ;req _a||'_|d ‘gtve.‘a_ true and fair view of the financial statements-of the Company.
Despite“f:thfe violation of aforeseid mandatory requirements of disclosures, the
Responﬂeht remained silent and did nct point out the same in his audit report.

Further, th!e" Respondent admitted his mistake in respect of above charge.

16.5 In view of the above, the Commiittee held the Resp’ondent GUILTY of Professional

A7

171

Misconduct 'falli.ngrwithin the meaning of ltems (6) and (7) of Part 1 of Second
Schedule tio the Chartered Accountants Act, 1949.
The Committee noted that the second charge is that the Respondent had failed

to comply with the reporting reqwrement of the Companles (Auditor's Report)
Order, 2003

l

| : s T ;
The Comrhittee noted that the Respondent in his submissions had accepted his

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

were technical errors and does not affect true and fair position of the financial

statement|and does not constitute professional misconduct.

|

Shri Neseraj Sharma, Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Bedi (M.NQ. 402858), Saharanpur Page 23 of 27



PRIPI178/18-DD/202/18/DC/1488/2021

17.2 In respect of above charge, the Committee observed that the Respondent in his
audit report had mientioned that his audit report did not include a statement on
the matters speoifiéd 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 meintioned as onder: - |

“This report doesn’t ‘include a statement on the matters specified in po_ragraph 4 of the
Companies {Auditoré’s Report) Order, 2003 issued by the department of Companies
' Aﬁairs,l in terms of-.?ection 227(4A) of the Companies Act,1956 since in our opinion and
occord.'ing ‘to'i the information and explanation given to us, said ordér is not applicable to

the Company”.

17.3 In this regard, tho Committee noted that Compa‘nies (Auditor's Report) Order,
2003 {lssued in ferms of Section 227(4A) of the Companies Act, 1956] was
applicable on the -Company. Accordingly, the Respondent was required to
include a stétéme%nt on the maters as specified in CARO, 2003 but he did not
include the same?by mentioning that the CARO 2003 was not applicable to the
Company. Furthe;r, the Respondent on this chargé had also accepted his guilt.
Accordingly, the ‘Committee held fhe Respondent GUILTY of Professional
Mlsconduct fa!lmg within the meaning of ltems (7) and (8) of Part | of Second
Schedule to the Chartered Accountants Act 1949.

18 The Committee noted thaf the third charge against the Respondent was related
to non- reportmg of transactions carried out by RSNTPL through SRTC on NSEL
platform. Further other incidental expenses had not been recorded and the
Company had fai!ed to apply accountmg standards which were not pointed out by
the Respondent m his audit report.

18.1 The Committee noted that the Company had made purchase of around Rs.52.29
crores from M/s. ;:Anand Rathi Commodities International Pvt. Ltd. in the financial

~ year 2013-14. It was also noted that the Complainant had stated that during the
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said financ'|ial year, the Company dealt with the Complainant ie., NSEL for
transactions amounting to Rs.31.41 crore as purchase turnover under the code
RSN, as assoCiate concern of SRTC. However, the said purchase was not
shown in the Profit and Loss Account of the Company. In this regard, the
Respondent stated that the Company had nof disclosed anything about the
purchase transactlons took place through NSEL platform. The Respondent in

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

5 Company wherem the director submitted that out of total purchase of Rs.54.21

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

: Company had not shared the sa-id information with the Respondent.

On perusal of the ledger account of HDFC bank, the Committee noted that the

- Company had.'made the payments of Rs. 45 fakhs to SRTC (trading member)
- during the financial year 2013-14, however, as per-the financial statements of the

éornpany, no transaction had been made with SRTC during the ﬁn‘anc'ia'l year

2013-14*7,""ana the Respondent did not seem to raise any concerns on the same.
| .

The LCo'rrirnitte'e also noted that the Company had rnade paymen'ts as advance to
certain parties such as M/s. Shri Knshna Tradrng Company M/s. Sar Durga
Traders Pvt| Ltd., M/s. Harsha Traders, etc. and shown them under the head
‘Sundry Debtors There was no clanty as to why the payments were made o
these partles without any business transactions. Moreover the substantial

purchases were made from one party and no amount was pald against that

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

made the Respondent suspicious about the nature of the transactions.

. Therefore, the Respondent was required to apply and perform adequate audit

proceduresito confirm the nature of transactioris that took place with them which

would have helped the Respondent to find real nature of these payments and
draw proper conclusion.

The Committee noted that the Complainant had brought on record the details of

trading of buying and selling done by the auditee Company on NSEL platform on
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different dates during the financial year 2013-14 which shows that the auditee
Company had don':e the trading through the platform of NSEL with client id as
RSN, and its trading member was SRTC.

18.6 The Committee noted that the Complainant had brought on record an e-mail
dated ‘8" July 201;3 from the director of the auditee Company to NSEL wherein
the said difector had mentioned RSNTPL as client of SRTC with client id RSN.
Thus, !it also showe that the auditee Company had made the transactions through
the NSEL. 'Furthet the Respondent was -inVoIved 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 took
place through NSEL .ptatfonn, ‘was.not tenable. The Commitiee also observed
. that the Respondent was required to perform audit procedures-to ‘an extent to

; obtaxn sufficient audit evidence and .apply professuonal skepticism to find out the

- real nature of transactions but he failed to do SO.

18.7. In addition to abo_ve,‘ the Respondent failed to point.out in his audit report that the
._Company had not applied acconnting standards as the same was eVident from
the fact that disctosures as required in terms of the Accounting Standards were
not igiven in the financial statements and notes attached to it. The Committee

| noted that the Respondent had adopted casual approach while audttlng the
books of accoqnts of the Company as he failed to verify the record related to
inventory and ensure compliance of S_chedule .VI, CARO 2003 and accounting
standards. Desi)ite such irregularities in the financial statements of the Company,
the Respondent gave a 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 Compariy. Thus, he was grossly negligent in pefforming his dutiés as an
auditor"and rn"issed to place on records the facts that were required to be
reported by hlm 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 ltems (6), (7) and (8) of Part | of the Second
 Schedlle to thie Chartered Accountants Act,1949.
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CONCLUSION |

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

:Respondent and documents on record, the Committee held the Respondent

; | -
iGUILTY of, Professional Misconduct falling within the meaning of items (8), (7)

%and (8) of Part | of the Second Schedule to the Chartered Accountants Act, 1949.
| :

!
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