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THE INSTITUTE OF CHARTERED AccouNTANTS OF INDIA 

(Set up by an Act of Parliament) 

PR/Pl/177 /18-DD/201 /18/OC/1489/2O21 

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

I 
I 

ORDER UNDER SECTION 21B (3) OF THE CHARTERED ACCOUNTANTS ACT. 1949 READ 
WITH RULE 19(1) OF THE CHARTERED ACCOUNTANTS (PROCEDURE OF 
INVESTIGATIONS OF PROFESSIONAL AND OTHER MISCONDUCT AND CONDUCT OF 
CASES} RULES, ~007 

• I 

[PR/Pl/177/18-D0/201/18/DC/1489/2021] 
. ' 

t n the matter of: j 

Mr. Neeraj Sharma, 
Sr. Vice Preside~t, 
National Spot Exhhange Limited (NSEL), 
6th Floor, Chintam~ni Plaza, 
Andheri Kur1a Ro~d. Andheri (East), 

' I 
Mumbai - 400 069. 

I 

Versus 
I 
I 

CA. Gaurav Kumar Bedi (M.No.402858) 
Mis Arora Bedi ahd Associates (FRN 012153C),-

1 I 
Chartered Accountants, 

. ... Complainant 

Govi~d Nagar, Ne1ar Ram Shyam Mandir 
Saha~anpur, Utta1r Pradesh - 247 001. . ... Respondent 

·1 I • 
Members Present:-
CA. ~anjeet Kumar Agarwal, Presiding Officer (in person) 
Mrs. Rani S. Nair\ IRS (Retd.), Government Nominee (through VC) 
Shri ~run Kumar-, IAS {Retd.), Government Nominee (in person) 
CA. ~anjay Kum~r Agarwal, Member (in person) 
CA. Cotha S Srinivas, Member (through VC) 

Date of Hearing: l10~ April 2024 . 

Date 1of Order: 30th September, 2024 
• I 

1. That vide Fir:tdings under Rule 18(17) of the Chartered Accountants (Procedure of 
lnvestigatio1s of Professional and Other Misconduct and Conduct of Cases) Rules, 2007, 
'the Disciplinary 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 Item (6), (7) and (8) of Part I and Item .(3) of Part 11 
, of the Secotd Schedule to the Chartered Accountants Act, 1949. 

2. That pursuant to the said Findings, an action- under Section 21 B (3) of the Chartered 
. I 
Accountants (Amendment) Act, 2006 was contemplated against the Respondent and a 
•communication was addressed to him thereby granting opportunity of being ·heard in 
-person / thrbugh video conferencing and to make representation before the Committee on 
10th April 20F4. • . 4-" 
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3. The Committ e noted that on the date of the hearing held on 10th April 2024, the 
Respondent as pres~nt in person and made his verbal representation on the Findings of 
the Disciplinar Committee, inter-alia, stating 'that the Company is not working right now but 
his client is c nnected with him. He had 20 years of unblemished professional career and 
that he had already suffered for 6 years. Thus, he requested the Committee to take a 
lenient view i~ the case. The Committee also noted that the Respondent in his written 
representation on the Findings of the Committee, inter-alia, stated as under: 

4. 

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

a) Evidenc to substantiate missing sal$s of Rs 31.04 Crores in the name of Mis 
Suvaity trading Company Pvt. Ltd. (STGPL) is disputed. 

b) Alleged ransactions of Rs 31.04 crores are disputed and not accepted by M/s. Shree 
Radheyj rading Company (SRTC) as sales of Mis Suvaity Trading Company Pvt. 
Ltd. ('S CPL'). : 

c) It is app· rent that the Complainant on: the one hand has not been able to establish 
the figu e of Rs 31.04 crores as sales of Mis Suvaity Trading Company Pvt. Ltd. 
(STCPL) through M/s. Shree Radhey: Trading Company (SRTC) and on the other 
hand, denied and did not accept the figure of Rs. 45.60 Crores reflected as Sales in 
the Finahcial Statements without any basis. 

d) The Re$pondent referred to the decision of the Disciplinary Committee in a similar 
complairht filed by the same Complain~nt against CA. PSC Nageswara Rao alleging 
that du~ing 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.f3 Cror~s turnover being Rs.77.70 Cror~s as BUY turnover and Rs. 57.73 
Crores ~s SELL turnover on NSEL platform as chent of M/s NCS Sugars Ltd (broker 
memberi of NSEL). In the said case, the Committee held the Respondent as Not 
Guilty on the g~ound that the broker concerned intervened in the matter and had 
stated ttat the contentious sales were disputed. 

(ii) With respect to the second charge: -

a) Althoug~ there is a slight deviation in compliance with the requirement, but the fact 
remains1 that the said deviation is not material in nature and at the same time it 
neither bttects the user(s) of the Financial Statements substantially nor vitiates the 
true and fair view of the Financial Statements. 

(iii) With reboect to:the third charge: -

, a) It is cor~ect thatJhe requirements of the Schedule VI to the Companies Act, 1956 was 
mandatbrily required to be followed by the Company while preparing its financial 
statemJnts for the Financial Year. 2013,-14 but it is a fact that the observations are 
technidl in nature and there is no material effect on the financial statements so as to 
affect it~ "true and fair view". 

Keeping in Lew 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 quantJm of punishment to be awarded to the Respondent in the instant case~ 
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Thereafter, t~e Committee at its meeting held on 15th July 2024, considered the reasoning 
as contained lin the Findings holding the Respondent Guilty of Professional Misconduct vis
~-vis written and verbal representation of the Respondent. As regard the submission of the 
Respondent !regar;ding comparing the instant case with an earlier decided case, the 
Gommittee isl of the view that comparing two distinct disciplinary cases as 'eye to eye', is 
not warrantea as each case is decided on merits on the basis of documents and 
submissions ion record. After due consideration of all the facts, submissions and 
documents o~ 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 second and the third charge during 
ttte hearing a~. well as in his written submissions. 

Keeping in vi~w the facts and circumstances of the case, material on record including 
verbal and written representations on the Findings, the Committee noted as under: 

I 

(i) First Ch~rge: 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 
mentionJd M/s Suvaity Trading Company Pvt. Ltd.(STCPL) as client of Mis. Shree 
Radhey Trading Co. (SRTC) with client id STC. Thus, the said fact clearly shows that 
the audi'tee Company had made the transactions through NSEL. Further, the 
Respondent was involved in filing all tax returns and Tax Audit of the Company and 
accordingly, he had access to all the documents I records of the Company. 
Furthermpre, the Respondent failed to bring on record sufficient evidence on record 
to show that he had taken proper steps to verify the genuineness and accuracy of the 

1 purchase! and sales in view of the aforementioned circumstances. Hence, the 
contention of the Respondent that there had been nothing on record to find out about 
the sale transactions that took place through NSEL platform was not acceptable and 

• tenable. lvespite the circumstances as prevailed at the time of audit requiring the 
' . auditor tolappty extra checks and audit procedures, the Respondent did not bother to 
, apply appropriate and extra audit procedures to check the genuineness and 

completeness of the sale transactions made by the Company during the financial 
, year 2013-14. Moreover, the non-compliance of the requirements of Accounting 

Standards
1 

(AS 9) was clearly visible on the face of the Financial Statements and 
. I 

unsigned Notes to Accounts. 
I 

I 

(ii) 1 Second q,arge: As per Section 227(4A) of the Companies Act, 1956 requiring an 
auditor to

1 

include a Statement specified by the Central Government under this 
1 

section, t~,e Respondent was required to include a Statement on the matters as 
specified ir Companies (Auditor's Report) Order, 2003 but he failed to include the 
same and_ made incorrect reporting by mentioning in his audit report that the 

, Companies (Auditor's Report) Order 2003 was not applicable to the Company. 
Further, thb Respondent on this charge accepted his mistake. . 

(iii) , Third charbe: 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 

I 

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 
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Act 195/6 as pointed out in para 18.1 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. 

Hence, profJssional Jnisconduct on the part of the Respondent is clearly established as 
spelt out in he Committee's Findings dated 7th February 2024 which is to be read in 
consonance ith theiinstant Order being passed in the case. 

Accordingly, the 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 bommittee ordered that the name of CA. Gaurav Kumar Bedi (M.No. 
402858), S~haranP,lur be removed trorr; the Register of Members for a period of 
01(One) Ye~r and also imposed a Fine of Rs. 1,00,000/- (Rupees One Lakh only) upon 
him payabie withi~ a period of 60 day~ from the date of receipt of the Order. The 
puni!:lhmen't in the~instant case shall rur concurrently with the punishment awarded 
in Case noJ PR/Pl/178/18-DD/202/18/DC/1488/2021 . 

s /-

sd/-
(CA. RANJEET KUMAR AGARWAL) 

PRESIDING OFFICER 

sd/-
(MRS. RANI S. AIR, ll~S RETD.) 

I ' 
(SHRI ARUN KUMAR, IAS RETD.) 

GOVERNMENT NOMINEE GOVERNM NT NOMINEE 

sd/-
1 

(CA. SANJAY KUMAR:AGARWAL) 
MEMBER . 

sd/-
(CA. COT~A S SRINIVAS) 

MEMBER 

'ffift ~ ~ ft:11:(?. ee.·tmec to be tru co • 

~ ~ Tflf/CA. 1 u rg 

~mw f.1-~/Asslst ant 01,.ictor 
~:JUl{Flic-'1<t) -~~ /Di• c;p!i~1r1 ()~,.ertr,r;!:r: 
.. ~qi:: ~ 'i!R,-\ ~ -;··: -1' ;:;';1;, ,.-, .. 

Tt~, ln!.tit llt~ or G ~.irt, ,rt-: t 1,:.,- . 

~ n;1fn:~~:." ·'.!' -' ! 
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CONFIDENTIAL 

i 
COISCIPLINARY COMMITTEE [BENCH - II (2023-2024)] 

I 

[Constitut~d under Section 218 of the Chartered Accountants Act, 1949) 

Findings under Rule 18(17) of the Chartered Accountants (Procedure of 
lnv~stigations of Professional and Other Misconduct and Conduct of Cases) 
Rules, 2007. j 

File No.: PR/Pl/177/18-00/201/18/DC/1489/2021 

In the matter !t: 
Mr. Neeraj Sharma, 

I 
Sr. Vice President, 

I 
National Spot Exchange Limited (NSEL), 
6th Floor, Chintamani Plaza, 

Andheri Kurla Road, Andheri (East), 
Mumbai - 400069 .... Complainant 

l Versus 

CAL Gaurav K
1 

mar Bedi (M.No.402858) 
M/s Arora Bedi and Associates (FRN 012153C), 

I . 
Chartered Accountants, 

Govind Nagar, Near Ram Shyam Mandir 
Saharanpur - 247 001 
(Uttar Pradesh) .. . Respondent 

MEMBERS PRESENT: 
I 

CA. Ranjeet Kumar Agarwal, Presiding Officer (Through Video Conferencing 

Mo~e), I 

Mrs. Rani Nair, I.R.S. (Retd.), Government Nominee (In person), 
Mr. Arun Kum1ar, I.A.S. (Retd.), Government Nominee (In person) 
CA. Sanjay KL~mar Agarwal, Member (In person) 

I 
DATE OF FINAL HEARING 
DATE OF DECISION TAKEN 

PARTIES PRl:SENT 

2ath November 2023 
14th December 2023 

Complainant: Ms. Shubhra Singh, Authorized Representative 
(Through Video Conferencing Mode) 

Counsel for Complainant: Mr. S. G. Gokhale, Advocate 
. I (Through Video Conferencing_ Mode) 

Respondent: 
1
CA. Gaurav Kumar Bedi (Through Video Conferencing Mode) 

Counsel for Rbspondent: CA. CV. Sajan (Through Video Conferencing Mode) 

Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Kumar Bedi (M.NO. 402858), Saharanpur Page 1 of30 
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BACKGROUND F THE CASE: 

1. The brief background of the case is that M/s. Shree Radhey Trading 

Company' (hereinafter referred to as the "SRTC") was a member broker on 

National Spot Exchange Limited (NSEL) and one among 22 defaulters. The 

Company,jMts S~vaity Trading Company Pvt. Ltd. (hereinafter referred to as 

the 'Com~any/STCPL') was a client company of SRTC and had traded on 

NSEL duri'ng F.Y. 2013-14 under the Code STC. That the Respondent was 

the statut~ry aud!lor of STCPL for financial year 2013-14 who had failed to 

carry out its audit properly thereby the audited financial statements of the 

Company r as not giving the true and fair view of the affairs of the Company. 

CHARGES IN BRIEF: -

2. The Com~ittee noted that the charges against the Respondent were as 

under:-

a. Non-reporting· of sales transactions of Rs. 31.04 crores carried out by 

STCPJ through SRTC on NSEL platform and other incidental expenses 

which ~re reported to have not been recorded in the financial statements 
I . 

of STGPL. Further, the Company (STCPL) had failed to apply accounting 

standJrds which were not pointed out by the Respondent in his audit 

• report ~or the financial year 2013-14. 

b. There ~as default in reporting under Companies (Audtto~s Report) Order 

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

the requirements of Companies (Auditor's Report) Order, 2003 about 

reporti g on the issue of fraud on the Company or by the Company that • 

took pace during the year. 

c. The R,espondent neither qualified the audit report nor drawn attention to 
I . 

the infirmities in the preparation of financial statements of the Company 

whi~h I were ~~t in. consonance with the requirem~nts of Schedule 1111 of 

Comphnies Act, 2013. . 
I . . 

' 
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The Co~mittee noted that the Respondent in his reply at the stage of PFO 
I 

had, inter-alia, mentioned as under: 

i. That !the management of the Company, STCPL had never disclosed to him 

that they dealt in commodities through brokers or with NSEL. 

11. That \he Company presented its accounts to the Respondent for audit as a 
I 

'Trading' company involved in agriculture produce in bulk. Further, the 

recor~s of purchase bills and sales bills were presented to the Respondent 
l - ---

as part of regular books of accounts. The details of taxes paid and VAT 
I 

Returhs were also produced before him as evidence. 
I 

I . 
iii. That for the FY 2013-14, sales were made to assorted companies out of 

the stbck purchased. He further stated that the unsold stock amounting to 
! . 

Rs.1.33 crores in the balance sheet was duly certified as subjected to 

physidal -verification by the management and found matching with the 

booksl of account. 
I -

iv. That_ there was no evidence in the records of the Company for any 

transJctions of sales with any NSEL or with any of its brokers as alleged 
I 

by the' Complainant. Audit evidences collected from the Company did not 

providk any information that the transactions entered into by the Company 

origindted at NSEL platform. 
I 

v. That only after receipt of the complaint, he got to know about the matter. 

When \he enquired it from the Company, the management of the Company 

confirmed that there was no_ proceeding by any authority against their 

compalny nor there had been any complaint against them. However, the 

Respohdent had been able to get the information from other sources that 
I 

M/s. Shree Radhey Trading Company (SRTC) which is alleged as member 

broker of NSEL, is a group entity of the family of the Company 

manadement. The Respondent mentioned that this fact was not known to 
, I 
\ him at the time of audit. 

vi. That h! had yet to receive a confirmation from the Company that whether 
I . 

• the sale ·transactions of the Company were sourced through· NSEL 

platfor~, with the intermediation of SRTC. 
I 

vii. That h~ was unable to comment on whether all or any of the sales of I -
Rs.45.60 crores recorded in the books of accounts of the Company had 

s,. Vice teside,rt, NSEL. tmbal Vs CA. Gao,a, Kuma, Bodi (M.NO. 402858), Sahar.rnpm Page 3 of 30 
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any rel;ation with NSEL or its broker SRTC. According to the evidences 

providJd during the audit, NSEL and SRTC were not in picture. 

viiLSince ihe buyer company being an associate company of the STCPL, it 

was al~~o not clear why there was any need for intermediation and use of 

NSEL platform. The Respondent was further not clear as to whether the 

transa tions through NSEL covered by a contract note will have to .be 

backer, by additional invoices from supplier to buyer and whether each 

contract can· be matched with a supplier note invoice. Hence, in the 

absen/ce of any clarity on these points, it was not possible to speculate 

whethler the matter of alleged missing sales of Rs.31.04 crores had any 

merit br not. 

ix. That kince the Complainant had been unable to download the profit and 

loss fccount from the MCA website properly, the Complainant assumed 

that the Company had not declared any purchase or sales in its accounts. 

The lRespondent submitted that he had no • reason to accept the 

prep 
I 
sition tl:lat the Company was a client of SRTC. 

x. Ther~ was no deficiency in Accounting Policy or Notes to the Accounts of 
I . 

the Company. All the revenues were correctly recognized. · 

x1. That he had genuine apprehension that there was a deliberate attempt on 

the art of the management of the Company to keep certain facts away 

from him. 

xii. That the Respondent was not provided with any information about the 
I 

existence of the bank account of the Company with HDFC as alleged by 

the tomplainant. 

xiii. ThJt the extant complaint was not a single enquiry that has been initiated 

against the auditcc company so far. 
. I 

The Diiector (Discipline), in his Prima Facie Opinion dated 19th June 2020, 

with re pect to the allegations levelled against the Respondent, had observed 
I . 

. as undjr.- . . . 

. In respect of first allegation related to non-reporting of transactions and the 

failure ro apply accounting standards, since the huge transactions were taking 

place without settling accounts of parties, it was not clear why the Respondent 
I 
! 
I . 

Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Kumar Bedi (M.NO. 402858), Saharanpur 
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did not ienquire about the activities of the Company during his audit. It was 

also noted that the transactions of sales and purchases were confined to 

limited i~entified parties and all the transactions were carried out in April, May 

and June despite the Company dealing in the essential items like spices and 

condimJnts. It is further noted that transactions took place· between the 

Compa~y and NSEL through the broker member SRTC which the 

manage!ment of the auditee Company did not disclose. 

4.1 1 That Hore Ale was used as a vehicle to carry out transactions via SRTC on 

NSEL Platform. A cash deposit of Rs.50 lakh made by Mr_ Arun, one of the 

Directors of the Company was used to pay Rs_5Q lakh to M/s. RS. Nagpal 

Traders Private Limited in next 2 days. Except this payment, no other 

payment was either made or received from any other party during the year 

even thJugh the Company was involved in crores of sales and purchase as 

' 4.1. 
! 

I 
evident from the ledger accounts of HDFC, M/s. Ananad Rathi Commodities 

lnternatibnal Pvt. Ltd, Mis. Harsha Traders and M/s. RS. Nagpal Traders 

Private Jimited. 
I 

That the~e is one more case complaint case no.PR/Pl/178/18-OO/202/18 filed 

by the ~~ame complainant against the same Respondent wherein he was 

statutory! auditor for the same financial year i.e.2013-14 of M/s. RS. Nagpal 

Traders Private Limited through which the other leg of trading at ·NSEL 

platform i.e., 'Purchase' transaction was undertaken by the Company with 

, similar j:)~actice involving same parties. 

I i 
4.1.i3 That the f espondent was involved in filing all returns of the Company and tax 

I audit, still the Respondent failed to obtain sufficient evidence to find out the 

i nature ot transactions actually taking place with the fact that the substantial 

sales we
1

re made to one party, no amount was received against such sales. 

4.1.1 The Respondent, being auditor chose not to perform audit procedures 

I substantively as prescribed under various Standards of Auditing and did not 
I 

l point out the deviation. Despite all irregularities in the financial statements of 

Sr. Vic President, NSEL., Mumbai Vs CA. Gaurav Kumar Bedi (M.NO. 402858), Saharanpur Page 5 of 30 
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the Comp ny, the Respondent gave a clean report confirming that audited 

financial stbteme~ts for FY 2013-14 are giving true and fair view of the state 

of affairs J the Company. Accordingly, he was held prima facie guilty under 

this chargd for professional misconduct falling within the meaning of Items (6), 
I 

(7) and (8 of Part I of the Second Schedule to the Chartered Accountants 

Act, 1949. 

4.1.5 That the annexure relating to the Notes on Accounts of the Company and Note • 

No.14 spJcifying .the significant accounting polies adopted by the Company 

during thJ FY 2013-14 had not been signed by either of the signatories to 
I . 

financial rtatements though the name of the auditor and that of the 

managemf nt were written on it. It is noted that no such document was 

available lin the set of financial statements submitted by the Complainant 

which was downloaded by him from MCA 21. It creates a significant doubt as 

to whethJr the ~aid Notes to Accounts and significant accounting policies 

were pa~ of the financial statements as submitted on MCA portal by the 

Company It appears that the Respondent had submitted the forged 

documents on records to substantiate his defence making him prima facie 

guilty u+er ltertl (3) of Part-II of Second Schedule also for submitting false 

information / doc,uments to this Directorate. 

4.2 With respect to the second allegation, on perusal of financial statements of 

the ComJany for the FY 2013-14, it was noted that the Companies (Auditor's 
I . 

Report) prder, 2003 was applicable on Company for the FY 2013-14, 

however,, the Respondent in his audit report had stated otherwise. 

Accordinily, the Respondent was held prima facie guilty for this charge of 

professital misconduct falling within the meaning of Items (7) and (8) of Part 

- I of the 1econd Schedule to the Chartered Accountants Act, 1949. 

• '4.3- With respect to the third allegation that the financial statements were not in 
I 

consonance with the requirements of Schedule Ill to the Companies Act, 

2013, it las noted by the Director (Discipline) that Schedule Ill is defined in I . 
Compan1es Act; 2013 which was applicable w.e.f. 01.04.2014 only and the 

I 
Sr. Vice President, NSEL, Mumbai Vs CA. Gaurav Kumar Bedi (M .NO. 402858), Saharanpur Page 6 of 30 
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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 requirements 

of ReviJed Schedule to the Companies Act, 1956 would be applicable. 

Ac_cordi~gly, the discrepancies alleged were assessed considering the 

provisior)s of Revised Schedule VI to the Companies Act, 1956. 
I . 

It was nclted that non-disclosure of various details in respect of various heads 

appeari~g in the balance • sheet of the Company was in violation to the 

provisioris of Part I of Revised Schedule VI to Companies Act, 1956 which 

was mardatorily required to be followed by the Companies while preparilig 

the financial statements of relevant financial year. Despite such non

compliarices, the Respondent being the Statutory Auditor of the Company 

failed to 
1

report about the same in his audit report. It was further noted that in 

._~Opinion !paragraph of Audit Report, the Respondent had stated that "the 

_financial !statements give the information required by the Act in the manner so 

requiredr which is in contradiction to the facts as noted. Accordingly, he was 

held prir,-.a facie guilty of Professional Misconduct under this charge falling 
I 

within the meaning of Item (6) and Item (7) of Part I of the Second-Schedule 

to the C~artered Accountants Act, 1949. • 

Accordinily, the Director (Discipline) in terms of Rule 9 of the Chartered 

AccountJnts (Procedure of Investigations of Professional and Other 

MiscondJct and Conduct of Cases) Rules, 2007, held the Respondent Prima-
l . 

facie Gu·i~ty of Professional Misconduct falling within the meaning of Items (6), 

(7) and (18) of Part I and Item (3) of Part II of the Second Schedule to the 

Chartere;j Accountants Act, 1949. The said items in the Schedule to the Act 

states asiunder: . • 

Item (6) tI>f Part I of Second Schedule: 

"A chartlred accountant in practice shall be deemed • to be guilty of 

professioha1 misconduct, if he-

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

financial statement with which he is concerned in a professional capacity." 
I 
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Item (7) o I Part I (?f Second Schedule: 

"A charteried accountant in practice shall be deemed to be guilty of 

professionrl misconduct, if he-

(7) does 1t exercise due diligence or is grossly negligent in the conduct of 

his profesJional d~ties." • 

Item (8) of Part 1 :of Second Schedule: 

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

professiorial misconduct, if he-

(8): fails tl obtain su/f,cient infonnatioh which is necessary for expression of I - -
an opinio1 or its exceptions are sufficiently material to negate the expression 

of an opinion. " 

Item (3) J,Part II of Second Schedule: 

"A membt of th~ Institute, whether in practice or not, shall be deemed to be 

guilty of professi~nal misconduct, if he: 

(3): inclu~es in Jny information, statement, return or form to be submitted to 

the lnstitJte, Council or any of its Committees, Director (Discipline), Board of 

DisciplinJ, Disciplinary Committee, Quality Review Board or the Appellate 

Authority any particulars knowing them to be false". 

SUBMSSIONS F THE RESPONDENT ON PRIMA FACIE OPINION:• 

I 
I -

6. The Respondent in his submissions dated 6th July 2023 had, inter-alia, 

submitte , _ as under:-

a. That _with respect to observ~tions _ in_ Para 9.4.~ of the PFO, while _ 

reiter ting his earlier submissions regarding the factual position at the time 

of aubit, the Respondent stated that it appears that the observation of the 

. Direcfor (Disdpline) was influenced by the allegations of the Compiainant 

I 
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b. That I the documents and records of the Company presented before the 

Respondent for audit, back in 2014, did not have any indication that the 

tradir!1g of the Company had been through the Commodity Exchange 

NSEIL or through any broker. 

I 

c. That lit is very necessary that the documents of trades that are dealt 

through Commodity Exchanges, are distinguishable from their appearance 

for e~sy identification as traded through commodity exchange. In the 

absence of such features, an auditor would not be able to distinguish 

the tr!des through Commodity Exchange and regular direct offline trade. 

I 
I 

d. That the turnover of Rs. 45.59 crores may be inclusivecfthe turnover alleged 

to ha*e been carried through broker STC on the NSEL platform. But the 

Respondent as auditor had no such knowledge, because of the absence of 

distindtion in documentation_ 
I 
I 
I 

e. That the opinion of the Director (Discipline) in Para 9.4.4 of PFO that the 

RespJndent had reasons to be suspicious, is misconceived, because the 

suspidion that arose in the mind ofthe Director(Discipline) stemmed from 
I 

his thbrough examination of the documents, taking into account the 

backg~ound of the allegations. Further, the observations in the sub-paras 

of Par
1

a 9.4.4 do not provide any hint that they would have helped the 

Resporident to form any view that the trades were through NSEL platform. 

I 

f. That abcording to the evidences obtained by the Respondent, the sales 

recordkd in the accounts of the Company were based on invoices that 

appea!id like normal regular Sales invoices. So, the Respondent had 

rightly understood the nature of the transactions_ 
I 

g. That it l.,as not possib~e to view the matters in the same manner in which 

the DiFctor (Discipline) had viewed for disposing the complaint. The 

Resporndent viewed those two companies (STCPL and RSNTPL) as just 

Sr. Vice P.resident, NSEL, Mumbai Vs CA. Gaurav Kumar Bedi (M.NO. 402858), Saharanpur I - Page 9 of 30 
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two tra, ing companies whose purchases and sales were backed by proper 

recordi and CQmpliance. 

h. That tHere were no transactions with NSEL in the records of the company 

STCP~. As per the Respondent, there was nothing in the records of the 

Company to show that there were any trades through NSEL. 

i. That observation of the Director (Discipline) in Para 9.4.7 were reflections 

of prereditation and without any evidence of deficiency in the financial 

state1ents. • 

j. That ith respect to the charge of non-compliance of CARO requirement, I 

the Rlspond~nt regretfully and apologetically submitted that he committed J 

an u~intenti~nal error in this case. However, he had not observed any 

fraud 
1

in the extant matter. j 

k. With espect_ to the charge related to the failure to draw attention to the I 
infirmities in the presentation of the financial statements which were not in 

conslnance • with the requirement of Schedule VI (Revised) to the 

Com~anies Act, the Respondent stated that those were technical errors 

and ~nintended omission, for which he may be pardoned. The Respondent 

also ~tated that the omission wa~ an oversight of the management which 

the kesporident did not pay attention to, but they did not constitute 

matJrial misstatements at all. • Therefore, the charge that there was 

violalion of reporting obligation under section· 227 in the instant case 

wasjlithout any merit. 

I. Tha, there was no case of issuing any qualified audit report under SA-705 

as Jhe financial statements presented the true state of affairs of the 
I 

Cortjtpany as reflected in its books of accounts. 

i 

I 
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BR~EF FACTS OF THE PROCEEDINGS:-

7. T.he Co~mittee noted that the instant case was fixed for hearing on following 

dates:-

S.No. I Date Status of Hearing 

i 
1. I 31.10.2022 Adjourned at the request of Respondent 

2. !22.06.2023 Part Heara and Adjourned 

3. 111.07.2023 Part Heard and Adjourned 

4. 123.08.2023 Part Heard and Adjourned 

5. 1 17.10.2023 Deferred due to paucity of time 
I 

6. 31.10.2023 Deferred • due to paucity of time and on the 
request of both the parties. 

7. . \28.11.2023 Concluded and Judgment Reserved 

8. 14.12.2023 Final decision taken in the case. 

8 On the day of first hearing held on 31 st October 2022, the Committee noted • I I 

9. 

that the Complainant was not present, and the Respondent vide his e-mail 

dated 1al10 .2022 had sought adjournment on account of the last date of filing· 

Income Tax Returns for audit cases and company cases under the Income 

Tax Act, 1961. Considering the absence of the Complainant, the Committee 

, acceded to the request of the Respondent and decided to adjourn the matter 

to a future date. 

On the dly of second hearing held on 22"' June 2023, the Committee noted I . . 
that Ms. f hubhra Singh, Legal head of the Company, was present on behalf 

of the <Gomplainant Company through Video Conferencing Mode. The 

Respond!ent along with his counsel, CA. C.V. Sajan was present through 

Video cbnferenciilg Mode. Both partie·s, i.e., the Complainant and the 

Respond~nt were administered on Oath. Thereafter, the Committee enquired 

l 
- . 

from the Respondent as to whether he was aware of the charges. On the 

same, th Respondent replied in the affirmative and pleaded Not Guilty to the 
I 
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charges le~elled against him. When the Respondent sought time to fi_le his 

submissio1s in the matter, the Committee allowed the Respondent to file the 

same within 15 days of hearing. Thereafter, looking into the fact that this was 

the first e~ective hearing, the Committee decided to adjourn the hearing to a 

future datb. With this, the hearing in the matter was partly heard and 

adjourned.I 

of third hearing held on 11 th July 2023, the Committee noted that 

Singh, Legal Head of the Complainant Company, alongwith 

Counsel r. S.G. Gokhale, Advocate, was present on behalf of the 

Complain nt through Video Conferencing mode. The Respondent, alongwith 

Counsel d;A. C.V. Sajan, was present through Video Conferencing mode. 
I . 

Thereattel, the Cbmmittee asked the Respondent to make his submissions. 
I • . 

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

a. That could not understand as to why NSEL had chosen July 
I 

transaf tions, particularly 857 transactions and reported the same. 

I 
b. That the Complainant was alleging that the turnover of Rs.31.04 crores is 

I 
missidg, however, the turnover of STCPL was around 46 crores. I . 

I I . 
c. That the Complainant was engaged in malicious activities, attempting to 

shift tf e burden of responsibilities to others by alleging that accounts of all 

the companies were wrong. 

d. That lhe had done the audit based on the records of the Company 

produbed before him. As per the documents produced before him, he had 

no relsons to suspect that the alleged transactions were done through the 
I . 

platform of NSEL. 

! 
i 

e. That if he had been aware of the NSEL scam, he would have enquired 

aboui it. • 

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

I 
Page 12 of30 



l 
I 
I 
I 
i 

10.2 

11. 

1 

I 
l 
I 

l 
\ 

I 
I 

11.1 

PR/Pl/ 177 /18-DD/201 /18/DC/1489/2021 

The Cohlmittee noted that the Respondent in this matter had submitted his 
I 

further Written statement on the date of the meeting i.e., 11 th July 2023. The 

Counsel for the Complainant in this regard sought time for their further reply 

on the ~ritten statement of the Respondent. The Committee acceded to the 

request hf the Complainant's Counsel and directed him to submit submissions 

to the cbmmittee with a copy of the same to the Respondent. Thereafter, the 

Committ1e decided to adjourn the· hearing to a future date. With this, the 

hearing iJ, the matter was partly heard and adjourned. 
I 

On the d~y of fourth hearing held on 23rd August 2023, the Committee noted 
I . 

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

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

Complain~nt through Video Conferencing mode. The Committee further noted 
i 

.: that the Respondent along with Counsel CA. C. V. Sajan were present· 
I 

through Video Conferencing mode. 

I 
Thereafle,i, the Respondent was asked to make his submissions. 

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

The 

a. That hie was little bewildered with the allegation regarding purchase 

transadtion because a third-party who had nothing to do with the 

Compahy's balance sheet or Pandl account or his audit, is alleging that 
I . 

his books of accounts are incomplete. 

I 
\b. That th~ Complainant (NSEL) has in its record, certain purchases, which is 

I 

I 

not in the books of accounts of the Company. Now, NSEL's records are 

differeni from the Company's records. He has no access to the NSEL I . 

records.I He has no idea on which records and balance sheets, NSEL had 
I 

relied upon. 
I 

~- That he wanted to cross examine the Complainant to understand as to 

I what exactly their points are. 
.. I 
l I · 
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Thereafter f the Complainant was asked to submit his submissions. The 

Complaina1nt in hi~ submissions had inter-alia mentioned as under: 

I . 

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

transation with NSEL, still there were several facts appearing on the face 

of the financial statement that should have arose suspicion in the mind of 

the Rdspondent while conducting the audit and he should have performed 

audit Jrocedure to an extent of obtaining sufficient audit evidence to arrive 

at an ipinion 'on the financial statement of the Company .. 
I 
j 
I 

b. That it was in the public domain that fraud of Rs.5600 crores was running ' • • 

in the NSEL and the Economic offence wing was taking control over it. 

11.3 The Co mittee ;posed certain questions to both the parties to understand the 

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

the Res~ondent submitted that he wanted to examine the Complainant. On 

the samk, the Committee asked him to submit his questionnaire/ queries to 

the Co~mittee: • and the Complainant within 15 days of hearing. The 
I .-

Complainant was also directed to make his submissions within 15 days of 

receipt ~f the queries/ questionnaires with a copy to the Respondent. With 

this, th~ hearin~ in the matter was partly heard and adjourned. 
I 

12. On the/ day of fifth hearing held on 17th October 2023, the hearing in the 

matter was deferred due to paucity of time. 
I 

13. On the/day of.sixth hearing held on 31 st October 2023, the Committee noted 

that Ms. Shubhra Singh, Legal Head of the Complainant Company, alongwith 

Couns~I Mr. : S.G. Gokhale, Advocate, were present on behalf of the 
I • 

Compl~inant Company through Video Conferencing mode. The Respondent's 

Couns~I, CA. C. V. Sajan was present through Video Conferencing mode. 

The C~mmittee noted that, in accordance with the directions given during the 
I ; 

last hearing· held on 23.08.2023, the Respondent submitted a questionnaire, 

and t~e Complainant provided their response accordingly. The Committee 
I 
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I . 

noted that the questionnaire submitted by the Respondent and the 

correspbnding reply given by the Complainant are as under:-

1 

$.No. Question Answer 

1. 

2. 
' 

3. 

4. 

Have the Complainant filed No complaint was filed before ICAI against 

any I complaint a~ainst the Auditor of SRTC. SRTC is the sole 
I 

Auditor of Shree Radhey 
I -

Trading Co (SRTC}, the 

proprietorship concern of Mr. Ramesh 

Nagpal. 

bro~er member who was I SRTC indulged into circular trading on the 
allegedly the defaulter of 

I 
NS9L according 

Exchange platform utilising both sister 
to · the 

complaint? 
concerns. Their audit reports were 

scrutinized and hence, complaints were filed 

against the auditors of these two clients of 

SRTC. 

Does the Complainant have It was specifically mentioned. in panchnama 

any kvidence of seizure of the dated 30th September 2013 that the 
I 

records of the NSEL by document mentioned therein are seized. 

inve~;tigating agencies? 
.,,. I 

Do the Complainant have any · The order was placed by Member only i.e. , I 
evidence to show that STCPL SRTC by giving the UCC Code of its client. 

I 
placed orders for the sales. of The UCC Code in the instant case was 

Rs 31.04 crores allegedly STCPL. In this regard, the Complainant 

made through 
I 

Member NSEL? 

Trading referred to the copy of Trade File derived 

from the records of NSEL. 
I 

Wha1t were the goods I . . . . 
allegedly sold by STCPL for 

I 
Rs 31.04 crores which were I . . 
not accounted for in its books 

of adcounts? 
I 
' ' 

While referring 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 "RCHL YS14H2S" stands for 

"Red Chilly". 
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5. 

6. 

7. 

8. 

9. 

Which) was the designated 

warehouse of NSEL in which 

the I allegid inventory 

pertai~ing to the alleged sales 

were 1btaine9 in advance by 

the Trade Member of NSEL, 

(as ihe p:recondition for I ~ . 
execu~ing theialleged sales as 

per ~ules : of NSEL, as 

claime1d in th~·complaint)? 
I ' 
I 
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The designated warehouse where the 

commodities were stored was Mr. Krishan 

Cold Storage and Foods which was under 

the control of Mr. Ramesh Nagpal and he 

had confirmed the delivery • of the 

commodities to the said warehouse 

What lare the details of the • Delivery Allocation Report/Letter issued to 

Electr nic • Warehousing SRTC about the allocation of commodities 

Recei~t issued for transfer of sold by SRTC (for its -client STCPL) was 
! 

possession • of • underlying enclosed by the Complainant with his reply. 

stock !involved in the alleged The commodity and quantity details given in 
I . . 

unrec0rded sales of Rs 31.04 the said letter was matching with trade file I • 
Crores? which was annexed as Annexure 1 with the 

I reply to the Complaint. 

Were l there· any sale or No 

purch~se. by': STCPL through 
I 

NSELi, ·before or after, other 
; ' 

than the alleged unrecorded 

sales ~f Rs 31.04 Crores? 

Does I the Complainant have 

any e~idence about who were 

the buyers of the alleged 

unrec6rded ~ales of STCPL of 

Rs 31.04 crores? 

Buyers were the same who were allottees of 

Delivery Allocation letter as mentioned in 

answer to question No. 6 above 

Were the alleged unrecorded The Complainant stated that the 

sales 1 by STCPL of Rs 31.04 Respondent is not privy to this information. 

crore,i recognized in the books 

of accounts of RSTC (Trading 
I 
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Does the Complainant have There was no recovery from NSEL as much 

evid~nce from the accounts of as the sale consideration was settled by 

SRTf that the alleged Sales adjustments. 

of STCPL Rs 31.04 Crores 

was I reflected as recoverable 

by Sl~TC from NSEL? 

What are the details of That NSEL received Rs. 31.04 Crores from 

pay~ent received by NSEL brokers (in respect of 158 Clients) towards 
! . 

from I its corresponding buyer the purchase of commodities sold by SRTC 
I 

and settled with SRTC on behalf of STCPL. 
I . 

towards· the alleged sales 
I 

madel by STCPL of Rs 31.04 

Crore~ that was unrecorded? 
I 

During the hearing, the Counsel(s) for both the Complainant and the 

Respond~nt requested for adjournment. The Committee, keeping .in view the 

said requJ~st and due to time constraints, decided to adjourn the hearing. 
I 

On the dc'.3Y of seventh and final hearing held on 28th November 2023, the 

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

I Company,! alongwith Mr. S.G. Gokhale, Advocate, were present on behalf of 

the Combtainant Company through Video Conferencing • mode. The 
I 

Committee further noted that the Respondent along with Counsel CA. C. V. 

Sajan werl present through Video Conferencing mode. 

14.1 I Thereafterl the Complainant was asked to submtt his submissions. The 

I ComplainJnt in his submissions had, inter-alia, mentioned as under: 

I a. That aJ per the directions of the Comm.ittee, they had given replies to the 

'.\ various! questions raised by the Respondent. 

b. That th~y had explained the proced~res adopted by NSEL with respect to · 

\ settling transactions. 
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I 
I 

c. That a /payment crisis had occurred in July 2013 in NSEL, due to which 

NSEL 1ad appointed authorities to check whether the commodities were 

physically available in stock or not, and it was found that the stock was not 

availab e physically . 

d. That the financial statement does not show expenses commensurate with 

the am~unt of.the sale and purchase. 

e. That h~ had submitted his submissions referring to the paras of PFO. 
I - -- -

f. That he had not filed any complaint against the auditor of SRTC since 

SRTC is a proprietary concern. 

g. That o.n the date of transaction, the NSEL was regulated by SEBI (earlier 
I 

regulated by Forward Market Commission which later merged to SEBI). 

h. That_ t~ey had. filed the recovery cases against all the members and got a 

decree from the Bombay High Court. 
I -

i. That the Respondent had not taken any confirmation from SRTC or 

enqu+d about the status of advances to it which was also a default on his 

part a
1

s the SRTC was declared as defaulter as per the circular issued by 

the NSEL way before 31 st March 2014. 
I -

j. Both RSNTPL and STCPL were the group entities of SRTC 

k. They /were selling through STCPL which was the sister concern of SRTC 
I 

and they were buying through RSNTPL that was another sister concern of 
l - -

the s~me group. This was the modus operandi they were operating under, 

maki~g rt difficult for anyone to determine the presence or absence of 

stoc~s. 

I. That[in STCPL, purchase was of Rs 46.91 crore and sale was of Rs 45.90 

cror~, however, there was no transaction except movement of Rs 50 

lakhJ. 
I 

14.2 When the Respondent was asked to make his submissions, he had, inter-alia, 
I 

submittJd as under:-
1 • ' .. 

a. That although he had accepted his mistake for Charges no. 2 and 3, the 

said,
1 

mistake cannot be construed as professional misconduct, 

accJrdingly, it should be taken leni~ntly. 

I 
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b. Thatlthe Respondent admitted that purchases and sales were made with 

parti!s and the accounts were not settled but the Company did not 

honestly present the accounts and the same is a truth but what can an 

auditbr do for that. 

c. That both RSNTPL and STCPL had balance with M/s. Anand Rathi 

Commo_dities International Pvt. Ltd. In one Company they bought and in 

anot~er Company, they sold, and if both the entities are taken together 

then nothing is payable or receivable. 

d. In such situation, no amount of auditors' scepticism would be able to 

dete6 from the accounts that a purchase or sale or expense recorded is 

not Jhat it js supposed to be in the financial statement . 

e. That rat was the proof that STCPL had placed an order with SRTC. 

f. That, STCPL had no stock then how they can sell Rs. 31.04 crores of 

goods. 

g. That if the management of the Company was dishonest then auditor had · 

inherent limitations. 

h. That an affidavit regarding sales and purchase transaction by STCPL was 

give~ by the director of the Company to him. 

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

contract. 

The colmittee posed certain questions to both the parties to understand the 

issue in✓,olved and the role of the Respondent in the case. The Committee 

noted th1t the director of the Company had submitted an affidavit wherein he 

had inte~-alia mentioned as under: 

a. That ~is name is Mr. Surender Nagpal, director of Mis Suvaity Trading Co. 

Pvt. Ltd (STCPL). That the Company was formed exclusively for the 

purp~~se of wholesale trading in assorted commodities and to make profits 

from ~he market price fluctuations. 

b. That 
I 
mo$t of the trading activities of the Company was conducted on 

NSEt, through a trading member M/s Shree Radhey Trading Company, 

how+er, the company management had not disclosed this operating 

mechanism of its trading activities with the auditor, CA Gaurav Bedi (the 
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Respon,dent), as it was not felt an essential information to be shared with 

the auditor, being a matter of operations. 

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

indicatJ that whether those sales/ purchases were carried through NSEL 

or throl gh conventional offline purchase/ sales transactions. Therefore, 
I 

the auditor would not be able to identify the transactions carried through 
! 

NSEL platform from the records provided to them. 

d. There ~ere certain disputes between SRTC and NSEL and it is a matter of 
I 

litigatioh. However, STCPL is not a party to this dispute, nor the Company 

had sh~red this information with the auditor of STCPL. There have been 

no clai~s against STCPL by NSEL .or any authorities. 

e. The all~ged evidence of alleged ni·issing sales of Rs 31.04 crores in the 

name tf STCPL had been disputed by the STCPL and accordingly, the 

allegation of non-recording of sales is baseless. 
I , 

f.. That m1ost of the trading members of NSEL disputed the genuineness and 

validity of tra·nsactions claimed to have been recorded in NSEL and 

disput~d the d_emands raised by NSEL upon them. 
' 

g. The m~tive of NSEL behind .the allegation against the auditors of its clients 

is to c~eate self-serving evidence through ICAI by obtaining verdicts that 

the ac~ounts of its clients were wrong, to use them in courts to counter the 

disputJs raised by trading members against NSEL. 

After conlidering the same, the Committee directed the Complainant to 

submit his responses to the latest submissions made by the Respondent via 

the affida~it dated 24th November 2023. On the same, the Complainant's 
' 

Counsel denied having receipt of the said affidavit. Thereafter, the Committee 

gave dirdctions to the Respondent to submit a copy of affidavit to the 

Complainknt. The Committee further directed both the parties to submit 

additional! submissions, if any, in next 15 days with copy to each other. 

14.5 Thereafte~. the Committee, looking into the Respondent's submissions 

against tne charges levelled, recorded his plea and accordingly, concluded 
I . • 

the hearing by reserving its judgment. 
I 
I 
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I 
15. Thereafter, the matter was placed before the Disciplinary Committee in its 

meetinglheld on 14th December, 2023 wherein the same members, who heard 

the casJ earlier, were present for consideration of the facts and arriving at a 

decisio~ by the Committee. The Committee noted pursuant to its direction 

• given in the hearing held on 28th November 2023, the Respondent has given 

his submissions wherein he had, inter-alia, mentioned as under:-
] . 

a. That!despite that the errors mentioned in charges regarding the format of 

revised Schedule VI were apparent, they did not constitute professional 

misconduct. 
j 

b. Thatj the error mentioned in as regards applicability of CARO, it was 

sublitted that the said omission was admitted and pleaded that technical 

omission may be viewed leniently. 

c. Th~t the accounts of the Company audited by him were complete in all 

respE~cts with recording of actual purchases, sales, inventory transactions, 

ex~+ses, bank transactions and so on. The allegation of omitted . 

transactions was baseless because the Company had not transacted any 

such]transactions according to its records, nor had acknowledged so. 

d. That ; according to the audited accounts of the Companies i.e., RSNTPL .· 

an9 STCPL, both had recorded sales and purchases representing trading 

activities for amounts much more than the alleged missing transactions 

acco~ding to its records and had duly complied with the VAT law by filing in 
I 

theirlVAT Returns. On what basis the complainant is sure that the alleged 

transactions were not part of the records. 

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

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

f. 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 

salet 

g. Ther6 were disputes between NSEL and Member Brokers about 

tranJactions in their records created during the closing months of NSEL. 
I 

So, to present evidence in litigations against the trading members who 

dispJted the alleged transactions, NSEL went after the auditors of the so-

l . 
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called clients ·:of defaulters (whose codes were used in the alleged 
I 

transactions), with a hope and plan to secure orders from the ICAI 

declari+ the accounts of the so called client companies wrong. 

h. That from the ~vidence and facts that emerged during the hearing before 

DC prated that there was no merit in the perception of DD that the alleged 

missind purchases and sales were genuine transactions that required 
I 

accounting in the Companies RSNTPL and STCPL. 

i. That frdm the ~eply provided by the Complainant to the questions raised by 

the Rebpondent through a questionnaire, it appears that NSEL had no 

evidende that the companies concerned had placed orders for the alleged 
I . 

missing sales or purchases. 

j. TherefJre, from the reply of the Complainant dated 28th September 2023 

and fro~ the affidavit of the directors of the company, it became clear that 

the allJged missing purchases and sales were disputed by SRTC. It is 

learnt that orders of Arbitral awards against SRTC on the liability to NSEL 

was di!puted by SRTC, and the motive behind the allegation against the 

Respo~dent is to create self-serving evidence through !CAI, to make a 
I . 

claim ih appellate courts that the accounts of the client Companies have 

been r!jected -by the !CAL 

k. That dn perusal of the invoices, it cannot be ascertained that it was 

invoi,s from NSEL regarding online trading. 

I 

15.1 The Com1mittee ,further noted that -the Complainant has also given his 

submissiohs whe~ein he had, inter-alia, mentioned as under: -
! 

. a. The R~spondent reiterated the observations of the Director (Discipline). I . . 
b. That the affid~vit produced by the Director of the Company cannot be 

relied lupon without cross examination. In the said certificates, it was 

admittbd that these Companies were engaged in whole-sale trade to make 

profits lfrom ~arket price fluctuations, and it was not disclosed to Auditors. 

On th~ other hand, it was co.ntended that sale/purchase claimed by NSEL 
I • • 
I 

were qased on disputed evidence. The above averments do not give any 

advantage to the Respondent. . 
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c. The lsaid affidavits further dealt with the disputes between SRTC (Member) 

and NSEL (Exchange) after claiming that they were not the parties in any 

dispLte. The Complainant has already claimed in the letter dated 28th 

I . 
September 2023 that the audItee company was under the control of Mr. 

Ra~esh Nagpal, who is sole proprietor of SRTC (Member). In the name of 
I 

clari1ying that something was suppressed from Auditors, the said affidavit 

is bJing used to falsely support SRTC's case against NSEL. 

d. Thatl it is brought on record by the Complainant in his letter dt. 28th 

September 2023 that it has obtained the Decree dated 04.10.2021 from 
I 

Hon'ble Bombay High Court against SRTC and is under execution before 

Supr~me Court Committee. However, it is falsely claimed by the 

Respondent in the affidavit that SRTC has raised higher counter claims 

and fatter is under litigation. • • 

e. It is i~ertinent to note that Mr. Surender Nagpal who had filed affidavit as a 
I . 

director on behalf of STCPL, is the brother of Mr. Ramesh Nagpal, sole 

p_rop1ietor of SRTC (Member). Hence, this clearly establishes that STCPL 

is the sister concern of SRTC (Member) and such purported affidavit is 

filed io mislead the DC. 

Accordi~gly, keeping in view the facts and circumstances of the case, the 

material on record and the submissions of the parties, the Committee passed 

its judgment. 

I 
FIN INGS OF il"HE COMMITTEE: -

I 
16. The Committee noted that in first charge, it was alleged that the Respondent 

had not ~eported the sales transactions of Rs.31.04 crores carried out by the 

Compant, (STCPL) through SRTC on NSEL platform and other incidental 

expensek which were reported to have not been recorded in the financial 

statemer\ts of STCPL. Further, the Respondent failed to point out in his audit 
I . • . . . 

report a~out the non-compliance of the requirements of accounting standards 

by the qompany (STCPL) in preparation of the financial statements of the 

Company for the financial years 2013-14. 
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In respect if the above allegation, the Committee noted that the contention of 
I .. 

the Complainant was that the sale made by STCPL on NSEL platform must 

have been reflected as sales in the financial statements of the STCPL for the 

financial y~ar 2013-14 but no such sales was recorded by the STCPL. On the 
i 

other hand, the Respondent in his defence stated that the turnover of Rs.· 

45.59 croris, as reflected in the Profit & Loss Accounts for the financial year 

2013-14, ~ay be inclusive of the alleged turnover which had been carried 
I . 

through brpker SRTC on the NSEL platform amounting to Rs. 31.04 Crores. 
I • 

The Respbndent 1also stated that he as an auditor had no such knowledge 
I 

because of the at:>sence of distinction in documentation. 

The Com~ittee noted that the Complainant had brought on record the details 

of transaciions of buying and selling done by the Company on different dates 
I 

during the' financial year 2013-14 which shows that the Company had done 

the tradin~ on NSEL platform with client id as STC through trading member 

SRTC. A~ per ~uch details, all the transactions of sales through NSEL 

platform ~ad taken place in the month of July, 2013. The Committee further 
I 

noted that the Complainant had brought on record an e-mail dated 8th July 

2013 frorri the director of the Company to NSEL wherein the said director had 

mentione~ STCPL as client of SRTC with client id STC. The said facts clearly 

show thatJthe Company had made the transactions through the NSEL. 
I 

16.3 In respecJ of the above charge, the Respondent submitted that at the time of 
! 

audit he Was not aware whether the sales transactions of the Company were 
I 

sourced ~hrough NSEL platform with the intermediation of SRTC. The 

Respond~nt in support of his claim brought on record an affidavit of the 
I 

Director pf the . Company wherein it was mentioned that the Company 

manage~ent had not disclosed operating mechanism of its trading activities 

with the duditor. 
I 

16.4 The Committee. perused the documents on record and observed that the 

Company (STCPL) had made sales of around Rs. 47.87 crores approx. only 
I 

to one p~rty i.e.·, Mis Anand Rathi Commodities International Pvt. Ltd. during 

the financial year 2013-14 and the same was evident from the VAT returns 

I 
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I 

and lei~ger account of the aforesaid party brought on record by the 

Respon~entfor the financial year 2013-14. Further, from the balance sheet as 

on 31.03.2014, it was also noted that no amount was received by the 

Compaty from Mis. Anand Rathi Commodities International Pvt. Ltd._ against 

the aforesaid sale of Rs.47.87 crores as the entire outstanding was shown as 

trade rebeivables in the balance sheet. Similarly, the Company had purchased 
I 

goods of around Rs 40.16 crores from M/s. RS. Nagpal Traders Pvt. Ltd, 
! 

howevet, the payment made during the year was Rs 50 lakhs only. Thus, no 

payment was made or received by the Company except one payment of 

Rs.50 1Jkh to M/s RS Nagpal Traders Pvt. Ltd. despite having transactions in 
I 

crores. • 

I 

Further,j it was also noted that the transactions of sales and purchases were 

confined to the limited identified parties and all the transactions were carried 

out in··, Jtril, May and June only despite the Company was dealing in the 

essential items like spices and condiments. Moreover, no payment was 
I 

received, nor paid by the Company even after 9 months from the date of sales 
I 

& purchase. 
I 

.. 

From the above, the Committee noted that the Company was purchasing and 

selling goods without paying and receiving any consideration against the 

same. 1h such a situation, the Respondent should have become more 
I 

cautious! and suspicious and adopted more detailed procedures to verify the 

transactions related to sale and purchase. Further, the Respondent was 
I 

involvediin filing all tax returns and tax audit of the Company and accordingly, 

he was I having access to all the documents I records of the Company. 

Further,ore. the Respondent failed to bring on record sufficient evidences on 

record to show that he had taken proper steps to verify the genuineness and 

accurac~, of the purchase and sales in view of the aforementioned 

circumstbnces. Hence, the contention of the Respondent that there had been 

• nothing rn record to find out about the sale transactions that took place 

through NSEL platform was not acceptable and tenable. 
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I 

16.7 In addition to the above mentioned, on perusal the financial statements and its 

anMxu.re jelatinglto the Notes to Accounts of the Company and note no.14 

specifying the significant accounting policies adopted by the Company during 

the FY 2oj13-14, ~t is noted that these annexures had not been signed by 

either of t~e sign!tories t~ the financial statements though the name of the 
' . . 

auditor an~ the director of the Company were written on it. Further, no such 

document was aJailable in the set of financial state~~nts submitted by the 

• Complainant which was downloaded by him from MCA 21. Hence, it creates a 

significant I doubt ~s .to whether the said Notes to Accounts and significant 

accountind policiel were part of the financial statements which was submitted 

on MCA phrtal by:the Company. The Respondent also could not establish that 

these anII exures. were duly signed by the directors of the Company. 

Moreover, it waslalso observed that disclosures as required in tem,s of the 

requireme
1 

ts of accounting standards were not given in unsigned Notes to 

Accountsj· I · 
16.8 Hence, t e Committee is of the view that despite the circumstances as 

prevailed 
1

bt the time of audit requiring the auditor to apply extra checks and 

audit proqedureJ the Respo~dent did not bother to apply appropriate and 

extra audit procJdures to check the genuineness and completeness of the 

sale tranJ~ctionJ made by the Company during the financial year 2013-14. 

Due to subh failJre on the part of the Respondent, he could not find the non-
I 

reporting of sales made through NSEL Platform. Moreover, the non-

complian4e of tJe requirements of accounting standards was clearly visible 
. I 

from the !face of the financial statements and unsigned notes to accounts. 

Thus, th~ RespJndent was grossly negligent in performing his duties as an 

auditor atd acJrdingly, he is held guilty under this charge for professional 

misconduct falli~lg within the meaning of Items (6), (7) and (8) of Part I and 
• l • 

Item (3) pt Part. II of the Second Schedule to the Chartered Accountants 

Act, 1949.: . I· . . .. ·. . . . . . . . 

17. The Committee ,noted that the second charge is that the Respondent had 

failed to ~omply~with the reporting requirement of the Companies (Auditor's 

Report) Order, 2003. 

I 
s,. v;,~n,-deot ""l M,mbar CA. Ga,,., ,,mac Bed; (M.NO. 4028S8), Sahacaopo, 
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I 

In respebt of the above charge, the Committee observed that the Respondent 

in his a1udit report had mentioned that his audit report did not include a 

stateme,
1

~t on the matters specified in paragraph 4 of the Companies 

(Auditor'
1

s Report) Order, 2003 as the said order was not applicable to the 

Compa~y. The Respondent in his audit report mentioned as under: - • 

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

I I . 

the Com}Janies (Auditor's Report) Order, 2003 issued by the department of 
! 

Companies Affairs, in terms of Section 227(4A) of the Companies· Act,1956 since in 

our opinijn and according to the information and explanation given to us, said order 

is not app~icab/e to the Company". 

. I . • . 
17.2 In this regard, the Committee noted that Companies (Auditor's Report) Order, 

2003 [JssLed in terms of Section 227(4A) of the Companies Act, .1956) were 

applic~bl! on the Company. Further, the Respondent in his various verbal vis

a-vis writ
1

ten submissions had accepted his mistake and pleaded to take 
I . 

lenient view on the grounds that the said mistakes were technical omissions, 
I 

and does not have any impact on true and fair position of the financial I . 
statem·ent. Accordingly, it does not constitute professional misconduct. 

17.31 Accor~inJy, in terms of the duty cased upon the auditor under Section 

227(4A) ~f the Companies Act, 1956 requiring an auditor to include a 

statement! specified by the Central Government under this section, the 

Responde;nt was required to include a statement on the ~atters as specified 

I in CARO, ~003 but he failed to include the same and made incorrect reporting 

\ by mentiol,ing in his audit report that the CARO 2003 was not applicable to 

the Comptny, Further, the Respondent on this charge had also accepted his 

m'.stake. f cco~dingl:', . the Resp~ndent is held GUILTY of Profe~sional 

! M1scondu\t falhn·g w1th1n the meaning of Items (7) and (8) of Part I of Second 

j Schedule to the Chartered Accountants Act, 1949. 
; . l . . 

18. \ The Comniittee with respect to the third charge noted that there were some 

l1apses in +eparing and presenting the Financial Statements of Mis. Suvaity 

fV I I 
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Trading C~mpany' Pvt Ltd (STCPL} for the financial year 2013-14, which was 

not in con~onance with the Revised Sched~le VI of the Companies Act, 1956. 

18.1 After goin~ through disclosures given in the financial statements vis-a-vis the 
I 

disclosure~ requirements as given in the Schedule VI to the Companies Act, 

1956 in rJlation to various items of the financial statements, the Committee 
I 
' 

observed ithat the Respondent as an auditor failed to point out in his audit 

report ab~ut the ·non-compliance of disclosures requirements of Schedule VI 

to the Corpanie~ Act, 1956 with respect to the following items of the financial 

statements:-, 
: 

a. No d~tail of ~type of shares such as equity or preference, no detail of 

authorized, paid up and subscribed share capital, no detail of any change 

in share capital during the year and eve,n the value per share were not 
I ... • 

discl6sed which was a violation of note 6 (A) of General Instruction for 

prepJratio.n of Balance Sheet of Part I of Revised Schedule VI to the 

Companies Act, 1956. 

b. No ¢1assification of Long-Term borrowings as required in terms of 
I 

requfrements of Schedule VI into Bonds/ Debentures/ Term Loan/ 

Defe~red payment liabilities/ deposit/ loan and advances from related 

parti¢s etc. was given in the financial statements or any schedules 
I 

attached to it. Even the name of the party was not mentioned. The 
I 

Committee noted that the same was a violation of the requirements of I . • 
Not~ 6 (C) of General Instruction for preparation of Balance Sheet of Part I 

of R~vised Schedule VI to the Companies Act, 1956. 
I 

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

stat~ments without any details given in the Schedules/ notes - 4 and 7 

atta.ched to it. The same was a violation of the requirements of Note 6 (D) 
I . . 

and. Note 6(P) of General Instruction for preparation of Balance Sheet of 

Pa~ I of Revised Schedule VI to the Companies Act, 1956. 

d. Unci:ler the head Current assets, nature of other current assets was not 
I 

sp~cified which was a violation of Note 6 (S) of General Instruction for 
I 

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

Companies Act, 1956. 
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e. UndE~r the head short term provision, nature of provisions was not 

specified which was a violation of the requirement of Note 6 (H) of General 

Instruction for preparation of Balance Sheet of Part I of Revised Schedule 
I 
I 

VI to: the Companies Act, 1956. 

As regsrd the requirement of preparation and presentations of the financial 

statemJnts, the Committee noted that Section 211 of the Companies Act, 

1956 st!ted as under:- •• • • 
I 

"211. FORM AND CONTENTS OF BALANCE SHEET AND PROFIT AND LOSS 

ACCOU~T (1) Every balance sheet of a company shall give a true and fair view of 

the stat~ of affairs of the company as at the end of the financial year and shall, 

subject t~ the provisions of this section, be in the form set out in Part I of Schedule 

VI, or a
1
s near thereto as circumstances admit or in such other form as may be 
I 

approvetl by the Central Government either generally or in any particular case; and 

in prepJring the balance sheet due regard shall be had, as far as may be, to the 

general] instructions for preparation of balan~e sheet under the heading 
I 

"Notes" at the end of that Part:" 

From the above, the Committee noted that the requirements of the Schedule 

VI to t~e Companies Act, 1956 were mandatorily required to be followed by 
I 

the Cor~pany while preparing its financial statements for the financial year 
I 

2013-14. However, it is noted that various disclosure/ details as required in 
I 

terms 6f the aforesaid Schedule VI were not given by the Company in its 

financiJI statements for thefi'r\ati~ia,lyear ~13--14. • 
! • .~i b$,t;: -,~:, 

· " l;J t:, . ,~ , ' •Ji' 

18.'4 The Committee''-'rurtJ;lJtr~otej~,ti;f~t;~i,\@(Section 227 of the Companies Act, 
• bJ,.lu~" iO ~l06J ~!'-&'?~ .k"'..~l t~ •tf'r-t ~~ ~,T,5?",~,: 

1956, i~ was tlie;&A1W,J1.fi~1~Y~itet;~~f,mt,rt that whether, in his opinion and to 

the best of his information and accord1~g)to the explanations given to him, the 

said a~~counts give the information required by the Companies Act in the 

manne~ so required and give a true and fair view of the financial statements of 

the Co~pany. Despite the violation of mandatory disclosures requirements, 

the Re~pondent remained silent and did not point out the same in his audit 

report. Further, the Respondent admitted his mistake in respect of above • 

charge. 
! 
' 
i 
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i 

I 
18.5 In view of the above, the Respondent is held GUILTY of Professional 

I 

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

Schedule tb the Chartered Accountants Act, 1949. 
I . 
l 

CONCLUSION 

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

Responde~t and documents on record, the Committee holds the Respondent 
I - . 

GUil TY ofjProfessional Misconduct falling within the meaning of Items (6), (7) 

and (8) ofl Part I and Item (3) of Part II of the Second Schedule to the I . . 
Chartered ~ccountants Act, 1949. 

I 

I 

i 

I 
I 
i 
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