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[DISCIPLINARY COMMITTEE [BENCH-II (2024-2025)] ‘
[Constituted under Section 218 of the Chartered Account‘ants 'A'Ct 19491

ORDER UNDER SECTION 218 {3) OF THE CHARTEREE* &G{IGUP@?’ANTS ACT, 1943 :

READ WITH RULE 15{1) OF THE CHARTERED ACCOUNTANTS (PROCED{}RE OF .

INVESTIGATIONS OF PROFESSQONAL AND OTHER MISCONDUCT AND CONDUCT

OF CASES) RULES, 2007

[PR-413/21/DDi12/2022/DCI1745/2023]

in the matter of:

Shri Anurag Agatwal,

Karta, Anurag Agarwal (HUF)
22/44, Oid Vijay Nagar Colony,
Agra- 282004.

Versus

CA. Sanjay Mehra (M.No.075182)
Mehra Sanjay & Co. (FRN 006381C)
Chartered Accountants,

4, E-13/8, lind Floor, Raman Tower,
Sanjay Place,

Agra — 282002,

Viembers Present (in pefson): -

CA. Ranjeet Kumar Agarwal, Presiding Officer
Smt. Rani 8. Nair, Government Nominee

Shri Arun Kumar, Government Nominee

CA. Sanjay Kumar Agarwal, Member

CA. Cotha § Srinivas, Member

Date of Hearing 16™ December 2024

Date of Order : 08™ January 2025

3. Anurag Agarwel, Agra v CA Sangay Mohrz IV NO.OTIRG), Apra

..... Complainant

- Respondent
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1hat vide Findings under Rule 18(17) of the Chartered Accountanis (Procedure of
Investigations of ’tofessional and Other Misconduct and Conduct of Cases) Rules,
2007 dated 19" November 2024, the Disciplinary Commitiee was, inter-alia, of the
opinion thal CA. Sanjay Mehra (M.No.075182), Agra (hereinafter referred to as the
‘Respondent') is GUILTY of Professional Misconduct falling within the meaning of
item (7) of Part | of Second Schedule to the Chartered Accountants Act, 1949.

That pursuant fo the said Findings, an action under Section 21B (3} of the
Chartered Accountants (Amendment) Act. 2006 was contempiated against the
Respondent and a communication was addressed to him theteby granting
opporunity of being heard in person / through video conferencing and 1o make
representation before the Committee on 16" December 2024.

The Committee noted that on the date of the hearing held on 16" December 2024,
the Respondent was present in person. He relied upon his written representation
dated 05" December 2024 on the Findings of the Committee. Further, in his verbal
representation before it, the Respondent stated that he has duly disclosed the
Related Party transaction in the Auditee Company Balance Sheet at all places
except where the Auditee Company is a provider of finance as he was under a
bona-fide belief that this case squarely falls under the exception of Para 4(c)(i} of
AS-18, because Auditee Company is an NBFC registered with RBI and has
provided the Loans under its normal course of business. He afso stated that no loss
was caused to the Company on account of his non-reporling. All loans of the
Company were recovered in due time. Ninety percent of the loans advanced during
the years 2018-2019 and 2019-2020 are already squared up. No loan account of
the Company ever lurned into NPA. He also informed the Committee that in his 33
vears of professional career, he has not done any irregularity. His professional
practice is his only source of income. The Respondent requested the Committee to
treat this matter as a difference in professional judgement and not as a professional

misconduct end take a lenient view for his bonafide interpretation in the instant
case.

The Commitiee aiso noted that the Respondent in his Written Representation dated
5% Decembar 2024 on the Findings of the Committee, inter-alia, staled as under: -
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(a) The Balance Sheets of M/s Shivam Traders' and Hire Purchase Pwt. Lid. .
(hereinafter referred to as*STHP') for the F.Y. 2018-2019 and 2019-2020. the
entities o which loans were disbursed; even though they were acceptably
related parties (a fact which was clearly disclosed in the Balance Sheets of the
related parties and recipients of ioans) were niot disclosed as related parties
due to the exception under paragraph-4(c)(i) of AS-18.

(b) The Balance-Sheet of Shree Ganesh Buildtech’l’ndla Private IIlTllted and Ananit. - .
. Buildcon Private lened for FY 201 8-2019 whlch were the related pames to . o
whom STHP had prowded finance, - the Respondent bemg their statutory."' S

auditors had duly disclosed the name of STHP as related _party whlle
discharging his professional dutiés becausé AS-18 is apphcable to related
party which is recipient of finances and whose main business does not stand
for providing finance, thus, accordingly the disclosure was made. in the
Balance Sheet who received finance from STHP.

(c) The factum of para 3 and para 4 being mutually exclusive, as ‘arrived upon by
this Committee in paragraph 8.13 of the Findings, is neither supported by
statute nor precedent. The entirety -of the text of AS-18 fails to mention any
such exclusivity between paras 3 and 4. Para 4 of AS-18 lays down
exceptions in related . party disclosures which shall be applicable
notwithstanding anything prowded in para 3 of AS-18.

(d) The Respondent has acted out of his professional judgement and interpreted
the two paras in conjunction with @ach other and further requests the Council
to review and clarify the same. Thus, in the professional judgment of the
Respondent it is maintained that related party disclosure wds approprlately
not made in keeping with the stipulations of para 4.

(e) As per point 8.8 of the Findings of the Committee, the table of related parties
attached is not a part of any of the Balance Sheets provided by the
Respondent. The table is attached in a manner that indicates that the table is
an extract of AS-18, Related Party Disclosures of a Balance Sheet. The
Committee is requested to provide the source of the table and how it has been
taken as a reference with respect to the findings of the Committee.

&

SI. Anurag Agmwat, Agra-vs- U6 Sanjay Mahia (M No 074182), Agra.
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(i The pardgraph which has been quoted in paragraph 8.12 in Findings forms a
part of the Master Directions — Reserve Bank of India {Non-Banking Financial
Company— Scale Based Regulation) Directions 2023, and not the Directions
of 2016.: Thus, the Master Directions ot 2023 cannol be retrospectively made
appiicabte to the case which pertains to the F.Y. 2018-2019 and 2019-2020.

l ‘

(g) It was his honest interpretation that STHP which was the NBFC and the
provider of finance for the related entities, does not fall within the ambit of
disclosube under AS-18. However, he has been charged with lack of due
diligence or grossly negligent in conduct of his professional duties by the
Disciplinary Committee. However, with emphasis, the Respondent wishes to
re-iterate that in the case of Council of the Institute of Chartered Accountants
of Indialv. Somath Basu, AIR 2007 Cal 29 the Respondent auditor had failed
to report several irregularities in the transactions relating to investments of the
bank due to which he was held guilty of misconduct. The Hon'ble High Court
of Calcutta, however, ruled in favour of the auditor and held as follows:

“81. Misconduct anses from ill-motive and mere acts of
nngh‘gence, innocent mistake or erors of judgmeni do not
constitute the misconduct. Even if there is any negligence in
parformance of duties or errors of judgment in discharging of
such duties, the same cannot constitute misconduct unless ill-
muofive in the aforesaid acts are established.

62.........

6§. As we have already observed thaf failure to meet the
e*pected standard of efficiency by a professional cannot be
rdgarded as misconductand ............ "

Thus, the term "gross negligence” means some culpable default or some
wilful blindness which does not merely arise from want of foresight or mistake
of judgment.

4 The Committee considered the reasoning as contained in the Findings holding the
Respondentt Guilty of Professional Misconduct vis-a-vis written and verbal
representation of the Respondent. On consideration of the representation of the
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Respondent, the Committee With respect to. the contentnon of. the Reapondent a8
stated In Para 3 1(e) and Para, 3.1(f) above, held that it has arrived at, its"Findings
on the basis of the submissions and documents on.record wcludmg the Financial -
Statements brought on record by the Ccmplamam vide his rejoinder réceived on 4th

May 2022 and his further submissions on the, Prima. Facie Opinion:dated:29" June .

2023. Further, the Non- -Banking: Fananctal Company Non: Systemicaliy lmpcnant

Non-Deposit  taking Company (Resewe Bank) - ‘Directions, 2016 dated 1t
September 2016 vis-a-vis the: requ:remems of Accounfmg otandard 18 Related .
Party Disclosures. ‘as. apphcable durmg the fmancsal year(s) 2018 2019 and 2019« .
-2020, have only been taken: into’, view by ‘the. Cemmiﬂee whsle examxmng theﬂ:‘-': :

conduct of the Respondent. As. regard the other contentmns of the’ Respondent the
Committee observed that the same were basical iy the. re;teration of the earlier
submissions of the Respondent made during the course of hearmg ‘which have
been duly cons;dered by the Committee.”

thus, keeping in view the facts and circumstances of the case, material on record
including verbal and written representation of the Respondent on the Findings, the
Committee is of the view that it is an admitted fact by the Resporident that Shree
Ganesh Buildtech India Private Limited and Anant Buildcon Private Limited. are the
related parties of the alleged Company. The Respondent being. the statutory
Auditor of the alteged Company.and both of these Companies i.e. Shree Ganesh =
Buildtech India Private Limited and Anant Buildcon Private Limited for the Financial
Year 2018-2019 had shown the- alleged Company as its related parly in the Notes
to Accounis of the said compames However the all leged Company reflected the
name of only Anant Buildéon Pi. Ltd: as a- related party in its Notes to;Accounts to
Financial Statements for the financial year 2018-2019 without, reflecting the
camplete nature of transactions carried out with it. '

Further, the alleged Company did not reflect the namie of atoresaid twdCompanées
i.e. Shree Ganesh Buildtech India Private Limited and Anant Buildcon Private
Limited as a related party in its Notes to Accounts fo financial statements for the
financial year 2019-2020. The Committee was of the view that paragraph 3 and 4 of
the Accounting Standard - 18 are exciusive to each other, Once the related party
relationship is established in view of the provisions of paragraph 3 of AS 18, the
reporting enterprise has to give disclosure as per requirement of AS 18. Thus, the
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Committee waﬁ of the view that complete disclosure of ielated party transactions in
Notes to Accounts as per AS 18 ought to have been there In case there was a
variance as b]eing claimed by the Respondent, the same ought to have been
reported by theL Respondent in his audit report.

The Committde also noted that as per the requirements of SA 550 - Related
paries, it is the duty of the auditor to see whether related party relationships and
transactions have been appropriately identified, accounied for and disclosed in the
financial statements in accordance with the framework. The Commitiee noted that
in the Notes t«l) Accounts to the Financial Statements of the alleged Company for
the Financial Year 2018-2019 and 2018-2020, the following comment had been
specifically pravided:

“Note: Ré!afed Party relationships are as identified by the Company
and re!iee:j upon by the Auditors.” '

Thus, it is cldar that the Respondent has merely relied upon the management
expianation and did not apply his judgment while reporting about the compliance of
Accounting Stl ndard-18 with respect to related party disclosures.

|
Thus, the Committee was of the view that due diligence has not been exercised by
the Respondelnt while reporting on the compliance of Accounting Standard 18 with

respect to relallted party disclosures in the Audit Report for the Financial Year 2018-

2019 and 2019-2020.
|

Hence, profe‘s,sional misconduct on the part of the Respondent is clearly
established as spelt out in the Committee's Findings dated 19" November 2024
which is to be|read in consonance with the instant Order being passed in the case.

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

Thus, the Committee ordered that CA. Sanjay Mehra (M.No.075182), Agra be

Reprimandetﬁ under Section 21B(3){a) of the Chartered Accountants Act 1949. @

7

o
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&, The Committee also noted that. the Compiamam had f:led a Wnt Petitlon bearing'
no. WP(C) 9311/2024 & CM APPL. 38134/2024 before the Honorabie thh Court of
Dethi for expeditious disposai of the preceedmgs in.the instant case in-a time bound
manner wherein the Honorable High' Couirt. of Delhi vide its Order dated mm July

2024 disposed off the Wit Petition” hmdmg the: Disciplinary Directorate and the - -
Disciplinary Committee of the - instttute of Chartered Accountants of - India to:
adjudicate the proceedings w;thm a penod of six months from the date ef the Orcier EE
Accordingly, in compliance of the sane; the: Dssmpimary Ccmml‘ttee has passedits." .
Order reprimanding” GA. San;ay ‘Mehra - (M.Ng. 0?5182) Agra under Sectuon

21B(3)(a) of the Chartered Accountants Act 1949

Sdi- .
(CA. RANJEET KUMAR AGARWAL)
PRESIDING OFFICER.

Sdf- S . Sdf- , .-
(MRS. RANI §. NAIR, IRS RETD,) (SHRI ARUN KUMAR, IAS RETD))
GOVERNMENT NOMINEE GOVERNMENT NOMINEE

"L’l“

Sdi- Sd/-
(CA. SANJAY KUMAR AGARWAL) {CA. COTHA S SRINIVAS)
MEMBER MEMBER
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CONF!DENT TAL

DISCIPLINARY. COMMITTEE IBENCH - I| (2024-2025)]
[Constituted under Section' 21B of the Cha:tered Accountants Act. 19491

Findings under Rule 18(17} of the Chartered Accountant_s_(frocedure of Investhatlons of -
Professional and Other Misconduct and Conduct of Cases) Rules, 2007 : -

Fite No: PR413/21/DD/12/2022/DCH745/2023

In the matter of:
Shri Anurag Agarwal,
Karta, Anurag Agarwal (HUF)
22/44, Old Vijay Nagar Colory, : T ' e
Agra- 282004. [ L i Complainant )

" Versis "
CA. Sanjay Mehra (M.No.075182)
Mehra Sanjay & Co. (FRN 006381C) -
Chartered Accountants,
4, E-13/6, lind Floor, Raman Tower,

Sanjay Place,
Agra - ~ 282002. ' ' . ...Respondent

Members Present:

Mrs. Rani S. Nair, IRS (Retd.}, Presiding Officer and Government Nomlnee (through V()
Shri Arun Kumar, IAS (Retd.), Government Nominee (in person)

CA. Cotha S Srinivas, Member (in person)

DATE OF FINAL HEARING ;20" August 2024
DATE OF DECISION TAKEN i 18" September.2024

Parties Present: -

Complainant:. Shri Anurag Agarwal (Through vC) .. .

Counsel for the Complainant: Mr. Ravi Kapaar, Advocato (Through VC)
Respondent: CA. Sanjay Mehra (M. No. 075182) (In person)

Counsel for the Respondent: Mr. Sukhmeet Lamba, Advocate (Through VC)

BACKGROUND OF THE CASE;

1. The Complainant is one of the shareholders of M/s Shivam Traders and Hire Purchase
Pvt. L1d.{"STHP"). The Respondent was statutory auditor of STHP for FY 2018-19 to
2019-20. The Complainant alleged that the Respondent in collusion with Sh. Ravi
Shankar who exercises effective control over the management of STHP had submitted
fraudulent Balance Sheets and ‘other reports thereby defrauding not only the shareholders
and creditors of STHP but also the authorities such as Reserve Bank of India, Ministry of
Corporate Affairs, etc.

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra (M. No. 075182), Agra Page 1 of 22
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CHARGES IN BRIEF:

2.

The CommitteLe noted the following allegations which were alleged by the Complainant
against the Respondent together with the view of the Director(Discipline) on the same:

S.No. Allegations in brief View of Director
(Discipline)
1. |llegal Acceptance of Public Funds.

Held Not Guitty

2. [Violation of Narms of Leverage Ratio.

Held Not Guilty

3. [Non-Compliance with the provisions of Companies Act. 2013 and
submigsion of fraudulent Audit Report as not reporiing that
disclogures as per Accounting Standard- 18 are not made.

Held Guilty

4. {Misappropriation of Funds.

Held Not Guilty

5. iChange in shareholding pattern withoul prior pe'rmission from RB!.

Held Not Guilty

6. |Fake Registered Office,

Held Not Guilty

THE RELEVANT

{SSUES DISCUSSED IN THE PRIMA_FACIE OPINION DATED 24%

FEBRUARY 2023

FORMULATED BY THE DIRECTOR (DISCIPLINE} IN THE MATTER IN

BRIEF, ARE GIVEN BELOW: - (in respect of allegation no.3 in which the Respondent had

been held prima fagie guilty)

3.

In respect of
Standard-18

allegation that the Company had not made disclosures as per Accounting
ph Related party transactions in its Notes to Accounts and the Respondent

had not reported this non-compliance, it was observed that the Complainant had brought

on record the following documents in support of his claims for non-disclosure of Related
Party Transactions; -

a) Copy of
b) Copyof
¢)  Copy of

In this conns

Disclosures”™

Balance Sheet of Anant Buildcon Private Limited
Balance Sheet of Shree Ganesh Buildtech India Private Limited
master data and shareholding of some other Companies

action, it was seen that as per Accounting Standard-18 “Related Party
following persons are regarded as related parties for which relevant

disclosures were required to be made; -

“3. This Standard deals only with related party relationships described in

(a) to (é

) below:

Shri Anurag Agarwal,| Agra-Vs-CA. Sanjay Mehra (M. No. 075182), Agra

(a) en'terprises that directly, or indirectly through one or more
intermediaries, control, or are controlfled by, or are under common controf
with, the reporting enferprise {this includes holding companies, subsidiaries
and fellow subsidiaries);

(b} associates and joint ventures of the reporting enterprise and the

in vestijg party or venturer in respect of which.the reporting enterprise is an
associate or a joint venture;

&

Page 2 of 22
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(c) individuals owning, directly or indirectly, an interest in the voting power
of the reporting enterprise that gives them control or significant mﬁuence
over the enterprise, and relatives of any such individual;
(d) key management personnel and refatives of such personnel; and.-- ‘
(e) enterprises over which any person described in (c) or {d} is ab!e to
exercise significant influence.. This includes ‘enterprises owned by directors
" or major shareholders of the reporting enterprise and enterprises that:have
a member of key management in common with the reporting enterprise.”
As per Para 4 of the Standard the fof!owmg are deemed not to be related
parties:
‘(a) two companies simply because they have. a d;rector m ‘common,
notwithstanding paragraph-3(d) or. (e) :above (uriless the director is-able to
affect the poficies of both companies in their matital dealings); -
(b) a single customer, supplier, franchiser, distributor, or general agent with
whom an enterprise transacts a significant volume of busmess mereiy by ‘
virtue of the resulting economic. dependence; and - S
(c) the parties listed below; iri the course of their normal dealmgs w:th an
enterprise by virtue only of those dealings (aithough they may circumscribe
the freedom of action of the enterprise or pamc:pate in its decision- makmg
process): (i} prowders of finance;
(i) trade unions;
(if}) public utilities;
{ivi government departments and govemment agencies including
government sponsored bodies.”

Accounting Standard- 18 has also defined Reélated Party, Related Party Transactions and -
the def nition of Control and Substantial Interest relevant paras of which are as under:

"Para 10.1 Related party - patties are cons:dered to be related if at any
time during the reporting period one party has the ability to control the other
party or exercise significant influence over the other parly in making
financial and/or operating decisions.

Para 10.2 Related party. fransaction - a transfer of resources or
obligations between related pames regardless of whether or not a pnoe is
charged.

Para 10.3 Control — (a) ownersmp, directly ar mdrrectiy, .of more:than one
half of the votmg power of an emerprise, or . -

(b) control of the composition of the board of directors in the case of a
company or of the composition of the corresponding governing body. in
case of any other enterprise, or

{c) a substantial inferest in voting power and the power to direct, by statufe
or agreement, the financial and/or operating policies of the enterprise.”
‘Para 12. An enlerprise is considered to have a substantial interest in
another enterprise if that enterprise owns, directly or indirectly, 20 per cent
or more interest in the voting powsr of the other enterprise. Similanly, an
individual is considered to have a substantial interest in an enterprise, if
that individual owns, directly or indirectly, 20 per cent or more interest in
the voting power of the enterprise.” @/

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra (M. No. 075182), Agra Page 3 of 22
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3.1 In view of the above, it was seen that two enterprises are related parties if they have a
common diregtor who can control the policies of both the enterprises in their mutual
dealings. It is| seen from the copy of Balance Sheet of Shree Ganesh Buildtech India
Private Limitet for the financial year 2018-19 submitted by the Complainant that STHP
was shown as Related party in Notes to Accounts to financial statements of the said
Company however STHP had not shown the said Company as related party in its Notes
to Accounts tb financial statements for the financial year 2018-19 and 2019-20 which
prima facie inbicates that the Respondent had not been diligent while discharging the
attest function and while reporting on compliance of Accounting Standard-18 more so
when the financial statements of both the aforesaid Companies have been audited by the
Respondent hlmself.

3.2 Further, from the copy of master data and shareholding of some other Companies namely
Adinath Sheltérs Private Limited, Aditya Ashiyana Private Limited, etc. as submitted by
the Complainant, it is evident that STHP can control the policies of the said Companies
and hence ST?HP and the said Companies are related parties, the disclosure of which is
required under Notes to Accounts to financial statements. However, it was seen from
Note 23 of Notes to Accounts forming part of Balance Sheet for the financial year 2018-19
of the subject:Company, the names of these Companies are not appearing under related
party disclosure. Similarly in Note 23 of Notes to Accounts forming part of Balance Sheet
for the financial year 2019-20, the names of these Companies are not appearing under
related party disclosure and hencé the contention of Complainant that the Respondent
has failed to |report the same in his audit report seems to be justified and hence the
Respondent is prima facie Guilty for the said allegation under Item (7) of Part | of the
Second Sche!liu!e of Chartered Accountants Act, 1949.

3.3 The Director {Discipline) in his Prima Facie Opinion dated 24" February 2023 opined that
the Respondent is Prima Facie Guilty of Professional Misconduct falling within the
meaning of Itém (7) of Part | of Second Schedule to the Chartered Accountants Act, 1949.
The said ltem! of the Schedule to the Act, states as under:

Item (7) of Part | of the Second Schedule: -

"A Chartered Accountant in practice shall be deemed to be guilty of
professional misconduct if he:

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

3.4 The Prima Facie Opinion formed by the Director (Discipline) was considered by the
Disciplinary Committee at its meeting held on 10" April 2023. The Committee on
consideration of the same, concurred with the reasons given against the charges and
thus, agreed with the Prima Facie opinion of the Director (Discipline) that the Respondent
is GUILTY of Professional Misconduct falling within the meaning of item (7) of Part | of the
Second Schedule to the Chartered Accountants Act, 1948 and accordingly, decided to
proceed further under Chapter V of the Chartered Accountants (Procedure of
Investigationef. of Professional and Other Misconduct and Conduct of Cases) Rules, 2007,

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra {M. No. 075182), Agra Page 4 of 22
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DATE(S) OF WRITTEN SU_;B&MMiSSiONS!PLEA'DINGS BY PARTIES: -

4,

The relevant details of the filing of documents in the mstant case by the parties are- given
below: - .

8. No. Partlcuiars . ' ' ~ Dated m """"""" ]
1. Date of Complaint in Form *1* filed by the Complamant o 1 03012023 .
2. Date of Wntten Statement frled by the Respondent R 7 3 ,?26.03.2Q22 L S
3 Date of Rejoinder filed by the Complamant o L " . 04.05. 2022'3 |
4 Date of ana facue Op:nion formed by Director (Dtsclphne) 24 02. 2023 o
_ '01062023,...‘::
5 Wiritten Submlssaons filed by the Respondent after Prama Facie | 32 g; ggg: -
Opinion . : - - 28.08.2024
_ . 11.09.2024
6 Written Submissions filed by the Complainant after -Prima Facle fggggggﬁ
| Opinion . 6.09.2024,

SUBNISSION OF THE RESPONDENT ON. PRIMA FACIE OPINION: -

5.

5.1

52

53

The Committee noted that the Respondent in his submmsmns dated 01% June 2023, 18"
July 2024,5" August 2024, 28" August 2024 and 11" September, 2024 in response to the
Prima Facne Opinion, inter-alia, stated as under: -

The entities mentioned at C-56 to C-58(of the ana Facie Opinion), are recipients of
finance from Non- Banking Flnancmg Company (NBFC registered with RB1) i.e. STHP
(Audatee) whose primary objective is to prowde finance. So far as the applicability of AS-
18 is concerned, STHP provided loans in normal course of :business to all the entities
mentioned in C-56 to C-58 (of the Prima Facie Opmaon) Therefore, provisions of AS-18

are not applicable to Auditee company and there is no’ questaon for the applicability of AS: -
18 in the present matter. :

From the bare perusal of the Balance Sheet of M/s Shree Ganesh Buildtech India Private
limited for FY 2018-19, it can be observed that the Respondent had disclosed the name of
STHP as related party while discharging his professional duties because AS-18 is
applicable to refated party which is recipient of finances and whose main business does
not stand for providing finance. Thus, accordingly the disclosure was made in the Balance
Sheet of Mfs Shree Ganesh Buildtech India Private-limited for FY 2018-19, who received
finance from STHP.

In the rejoinder, the Cornpiamant has mentioned that the Respondent had made the
related party disclosure in case of M/s Anant Buildcon Pvt Ltd in FY 2018-19 but not in
2019-20, in the Report of the Auditee. In this regard, it is clarified that the Auditee in F.Y.
2018-19 was not only the provider of finance but also the recipient of finance at many
times. It is for this reason that, as a matter of abundant caution, the said disclosure was
made. But in the subsequent year the Auditee had always remained the "provider of
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therefore AS-18 did not apply for the FY 2019-20. Thus, even for these

aforementiongd companies, STHP did not fall within the scope of mandatory disclosure

under AS-18,

The basic iss
Auditee or ot

and the same situation applies to the aforementioned companies.

e which is required to be delved into is whether AS-18 is applicable on the
herwise. Sadly, the issue which has actually been dealt with is whether the

companies which were recipient of finance happened to be related parties or otherwise,

which is who
"provider of
virtue of the
alleged relat
years, The s

fly irrelevant to the matter at hand. Since the Company is an NBFC and a
Finance” for the said companies, it did not fall within the ambit of AS-18 by
exceptions contained at Para 4 (c) (i) of AS-18. Thus, the disclosure of the
bd parties was not done as a consistent practice was adopted in all past
pid practice was also followed during the years that the Complainant’'s close

relative (mother-Renu Agarwal) was a director in the alleged Company since past few
decades up until 2018.

His audit involved the application of the principle of materiality and test checks as

considered
this regard.
walkthrough

financial sta

the course
documents

ppropriate in accordance with the SAs and other relevant pronouncements in
As part of his audit procedure, the Respondent carried out a review and
of the system and policies laid down by the Company with regards to its
tements in accordance with the prevalent Regulations and Guidelines. During
of audit, based on the audit plan, the Respondent also verified various
provided by the company and other related supporting.

in the extant case, the Company being a closely held private limited company is a RBI

Registered

Non-Banking Finance Company having business of providing the Loans. The

only source of income of the Company is through eaming the Interest on the loans
provided. The Company is providing the Loans under their normal course of business to

the entities
also,

The Resp(
particulars
31.03.202(

whether related or not even to the Complainant's family- owned companies

sndent brought on record a comprehensive list of borrowers, comprising
of both related and unrelated parties, of the Company as on 31.03.2019 and
, along with the rates of interest charged on the respective Loans exiended

duly certified by the Director of the Company. The only 2 loan Accounts who have been

charged as
parties hay
conducted

5% rate of interest are both unrelated parties, thus proving that in fact related
e been charged higher rates of interest, and thus all transactions have been

at an arm's length.,

The Respondent also attached Affidavits given by the Directors of the Company, stating

on Qath,

that providing of loans is the normal course of business for the company

(NBFC), and the only source of income for the company is the interest earned therefrom.

)F THE COMPLAI NANT ON PRIMA FAGIE OPINION: -

The Com

mittee noted that the Complainant in his submissions dated 29.06.2023,

16.08.2024 and 06.09.2024, inter-alia, stated as under: -

The findirjgs of the Director (Discipling) in respect of the allegations - the Respondent has
been adjudged prima facie not Guilty are untenable and without any basis in either law

Page 6 of 22
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and/or facts of the case. The matter ought to be referred to the Board- of Dtsc;plme for
action against the Respondent,. in accordance with an

The Complainant is a Hindu Undivided Famny (HUF) and is being managed by:its Karta
Mr. Anurag Agarwal. The Complainant is a shareholder of M/s Shivam Traders and Hire
Purchase Pwvt. Ltd. (hereinafter referred to as "STHP") a Non-Banking Financial Company.

Paragraph 10 of AS 18 states that a party is considered related if one party has the ability
to control the other ability or exercise significant influence over the other-party in making
financial and/or operating decisions. Paragraph 3 of AS 18 relates to situations inter alia
that one individual owning interest (directly or indirectly). in votmg power of another
enterprise that gives control or significant over enterpnse and relatwes of such mdsvaduai -

There are two levels of dlsclosure mandated in Paragraph 21'and 23 of AS 18

() Paragraph 21 of AS 18 states that "Name of the related party and nature of the
related party relationship where control exists should be disclosed irrespective of
whether or not there -have been transactions between the related parties”.
Paragraph 23 of AS 18 mandates disclosures of related party transactions such as
finances loans etc.

AS-18 clear states that:

"21. Name of the related party and nature of the related party relationship
where control exists should be disclosed irrespective of whether or not
there have been transactions between the related parties. ,

24. The following are examples of the related party transactions in respect
of which disclosures may be made by a reporting enterprise:

(a) purchases or sales of goods (finished or unfinished);

(b) purchases or sales of fixed assefs:

{c) rendering or receiving of services;

(d} agency arrangements,

(e} leasing or hire purchase arrangements:

(T} transfer of research and development;

(2) licence agreements; '

(h) finance (including loaris and’ eqwty contnbunons in cash orin kmd)

(i) guarantees and collaterals; and

{f) management contracts ;ncludmg for deputat;on of emp!oyees

Thus, it is imperative to render the disclosures under AS-18 rrrespectwe of provider or
recipient of finance as alleged by the Respondent.

First, the Respondent is liable to disclose all the names of the related parties and natwre
of the related party relationship under Paragraph 21 of AS 18,

As such, the Respondent was liable to disclose all companies in which Ravi Shanker and
his family members i.e. sons - Deependra Shanker and Himanshu Agarwal & wife -Smt.
Usha Agarwal, are shareholders/directors and as such have the capacity to control

financial and operational decisions. This requirement is independent of the existence of
relation party transactions.
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It is undisputed that Ravi Shanker and his family members i.e. sons - Deependra Shanker
and Himanshu Agarwal & wife - Smt. Usha Agarwal control the enterprises.

There is no disclosure by the Respondent regarding the names of the related parties and
nature of the related party relationship.

Paragraph 23 of AS 18 specifically sets out finance (loan) as an example of related party
transaction.

The responsibility of the Respondent (and not the management of STHP) to take a
considered view whether the relation party transactions does not require a disclosure in
view of Paragraph 4(c)(i} of AS — 18. The management of the STHP cannot be permitted
to decide upoh applicability of Paragraph 4(c)(i} of AS - 18.

The Respondent has filed Ledgers to demonstrate that STHP is a provider of finance.
However, the same ledgers also discloses that the same parties are also receivers of
finance. Thus, there are both debit and credit entries in the Ledgers annexed by the
Respondent. Thus, even if the argument of the Respondent is accepted, it is clear that
related parties and related transactions were concealed. :

It is the admitted case of the Respondent in its pleadings that the related party and related
party transactions were omitted in the financial documents of the relevant period and were
subsequently disclosed. Post the institution of the captioned Complaint, the Respondent
has made partial disclosure of some of the related parties, which were deliberately
omitted in the financial statements of STHP for the years 2018-19, 2019-20 and 2020-21.

The loans purportedly granted by STHP involve substantial amounts, occasionally
exceeding 1 crore rupees. The Respondent has not provided any documentation or
evidence regarding the policy andfor approvals governing these loan transactions, nor
has the Respondent demonstrated that they were conducted in the ordinary course of
business. THe Respondent firm also did not account for the disparity in interest rates
between related and unrelated parties, which ranges from 5% to a maximum of 13% as
mentioned in the tabulation in accordance with the provisions of AS 18.

A bare perusal of the Financial Statements of the alleged Company for the financial years

2018-19, 20{9-20, 2020-21 and 2021-22 reveals the number of related parties to whom
loans have b,een advanced:

TABLE SHOWING NO. OF RELATED PARTIES TO WHOM LOANS HAVE BEEN
ADVANCED (AS DISCLOSED BY THE RESPONDENT FIRM)
2018-19 2019-20 ~ 2020-21 2021-22

N/A N/A N/A 15 entities/companies

The defence set up by the Respondent against the examples of non-disciosure given by
the Complailhant was that since STHP is a 'provider of finance' in the regular course of
business anb hence, Respondent has not disclosed the names of parties, namely,

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra {M. No. 075182), Agra Page 8 of 22
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i

M/s Adinath Sheiters Pvt. Ltd.
M/s Aditya Ashiyana Put. Ltd.
M/s Aradhana Dwellings Pvt. Lid. -
M/s Bajrang Shelters Pvt. Ltd.

oo o

The Respondent has nowhere denied the entire list of other related compames brought on
record by the Complainant. - ' :

As per the limited mformatlon avaliable wath the Complamant the Respondent has not

PR-413/21/DD/12/2022/DC745/2023

dehberately mampulated the records of STHP wh:ch has been tabu!ated below

RELATED PARTY TRANSACTEONS IN STHP iN THE FY 2018-19 NOT DiSCLOSED BY THE R&SPONDENT

8.16

6.17

6.18

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra (M. No. 0756182), Agra

The aforesaid. tabie clearly demonstrates that STHP was not only the prov:der of finance: "  "_': |

but also the ‘recipient- of finance’ from /s  Aditya; Ashiyana Pvt.” Ltd:: M/s- Aradhana

Dwellings Pvt. Ltd. and M/s Bajrang Shelters Pvt. Ltd. which have. deifbarate!y not been

disclosed by the Respondent, in order to fabricate the books of ‘accounts and file false-

information and report with respect to leverage ratio and net owned funds as required by
the Reserve Bank of India.

In case of M/s Anant Buildcon Private Limited and Shree M/s Ganesh Buildtech India

Private Limited — Balance Sheet for FY 2018-19 indicates that "STHP" is disclosed as
related party.

It is evident that the éhareholders and management — who have signed the Financial
Statements are members of Sh. Ravi Shanker’s branch of the family.

M/s Anant Buildcon Private Limited is detailed as a related party in the Balance Sheet of
STHP for the year 2018-19 but not in Balance sheet for the year 2019-20. Whereas M/s

Page 9 of 22

'S. | Company | Name | Designation | STHP being Provider of Finance | STHP -being-Receiver of Finance
No. | Name ' ‘ ‘ ' o i . -
‘ B Date Amount Cheque | Date Amount | Cheque
. o ' iNo. i » . {No.
1. | Adinath Meena | Director 17052018 | 4,30,000 | 825564 | DataNot | Data Not | -Data Not
Shelters | Kumari { ' - Available | Available. .Avallabie
Pvt. Lid. L ' ‘ R
2. | Aditya “Deependr | Son of Mr. ' 07.05.2018 | 80,00,000 | 825561 | -31.03.2018 | B0,00,000 | 381542
Ashiyana | & Shanker | Ravi Shanker ' ' ' recontiled :
Pvt. Ltd.- | Agarwal ! is a Director on
] L : - ‘ ‘ 02.04.2018 o
3. i Aradhanaz | Himanshu i Son of Mr. -18.05.2018 | 80,00,000 ‘| 825573 | 31.03.2018 | 80,00,000 | 721727
' Dweliings | Agarwal | Ravi Shanker o reconciled |- : -
Pvt. Ltd. is a Director on -
02.04.2018 R S
‘ - . _ 17.07.2018 | 50,00,000 | 721732
4, 1 Bajrang | Meena | Diréctor " DataNot | 335 odé | "Online | 09.07.2018 | 6,50,000 | 722374
Shelters Kumari -+ | Available V. “"UUvUUT 4 Transfer | 00.07.2018 |.10,00,000 .- 722375 ! -
Pvt. Ltd. Data Not 4,000 Online” | 16.07.2018 | 8.45,000. | .381461: | -
Ava:lab!e | : ‘,Transfer 17. 07 2018 | 753 000. ,,,381482;@_ .
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Shree Ganesh Buidtech India Private Limited is not detailed as related party in either of
the Balance Sheets, despite the fact that STHP was both a recipient and provider of
finance to M/$ Shree Ganesh Buildtech India Private Limited in the FY 2018-19.

The ReSponcient has colluded with the management of STHP and companies under the

6.19
ownership, control and management of Sh. Ravi Shanker and his family by manipulating
the books of various other companies thereby trying to justify the illegal diversion of
monies incluging that of the Complainant. As per the limited information available with the
Complainant] the list of related companies and transactions deliberately concealed by the
Respondent s enclosed.

6.20 STHP continjues to illegally forge and fabricate documents to avoid its huge sums of
liabilities which is evident from the bare perusal of the loans and advances mentioned in
the Balance| Sheets for the years ending 2018-19, 2019-20, 2020-21 and 2021-22 of
STHP. The tabulated form of which is given below:

LOANS GIVEN BY STHP (AMQUNT IN CRORES)

Type of 18-19 19-20 20-21 2122 Figure of 20-21 as per

Loan Balance Sheet of 21-22
Short- 33.72 67.99 53.28 10.92 15.85

Term

Long- NIL NIL NIL 4278 37.32

Tem

LOANS RECEIVED BY STHP (ANMJOUNT IN CRORES)

Shori- 29.66 0.28 0.30 0.16 NIA

Term

Long- NIL 63.22 50.04 49 67 N/A

Term

The preparation, audit, approval and attestation of forged, fabricated and ante-dated
Financial Statements and Audit Report of STHP is evident from bare perusal of the
figures of the short-term loans advanced in the FY 2020-21 from INR 53.28 Crores to INR
15.95 Crorés as in FY 2021-22. The drastic decrease of INR 37.32 Crores in the short-
terms loans in FY 2021-22 is now being disclosed as long-term loans which were NIL in
the FY 2020-21.

6.21 The apparl.nt reason for non-disclosure of the related party transaction in respect of the

amount giv' n under the head of loans and advance to entities owned/controlled/managed
by Mr. Ravi Shanker and his family members is that such amounts would reduce/offset
the Net Owned Fund of STHP — with result that the net ovined funds becoming negative
and far below than the mandated requirement of RBI — which would be a violation of the
condition for grant of license of NBFC granted to STHP by RBI and would resull in its
revocation

Shanker/Respondent is that STHP can continue to operate as an NBFC without having to
invest the required capital for the purpose of maintenance of net owned funds in order to
deceiver a}vd defraud not only the shareholders of the Company but also the statutory
regulator5|such as RBI, MCA, ROC, etc.

%} 6.22 The undarlying motivation of the aforesaid modus operandi of STHP/Sh. Ravi

I
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BRIEF FACTS OF THE PROCEEDINGS:-

7.

The details of the hearing(s) fixed and held/édj'ouméd in said matter is given as under;

S.No. | Particulars _ | Date(s) of maeting |

. Status

1. TiHearing | 08062023 | Part heard and adjourned. . .| =

2 2Hearing | 25.07.2024. | Part heard and adjourned. ' S

3 39Hearing | 20.08.2024 - | Conchided and Judament Ressrved.

71

7.2

7.21

7.2.2

7.2.3

7.2.4

a, e ~ 18092024 | Judgment Delivered, _

On the day of the first hearing held on 9" June 2023, the Respondent and his counsal Mr, .
Sukhmeet Lamba, Advocate, were' physically present. at the ITO ‘office; ICAI Bhawan,
New Delhi. The Committee further noted-that the Complainant and his Counsel Mis. -
Aishwarya Doneria were present through video conferencing mode from their respective
places. Both the parties were administered on Oath. Thereafter, the Committee enquired
from the Respondent as to whether he was aware of the charges. On the same, the
Respondent replied in the affirmative and pleaded Not Guilty to the charges levelled
against him. Thereafter, looking into the fact that this was the first hearing, the Committee-

decided to adjourn the hearing to a future date. With this, the hearing in the matter was
part heard and adjourned.

On the day of the second hearing held on 25" July 2024, the Committee noted that the -
Complainant and the Respondent along with their Tespective Courisel(s) were present -
before it. The Committee further noted that subsequent to the fast hearing held in the . -
case on 09" June 2023, there had been & change in the composition of the Committee

which was duly intimated to the parties to the case who were present before the
Committee. g '

On being asked by the Committee"to substantiate their case, the _Cbunsei for the
Complainant referred to the contents of Complaifit made in Form ‘' against- the -

Respondent. The Committee” asked:the Counsel for the Complainant. to restrict his -~~~
arguments to the only charge wherein the Respondent was held prima facie guilty by-the .

Director (Discipline) and the same had beén accepted by the Commiittee. Accordingly, thé
Counsel for the Complainant made his further submissions in the case. '

Subsequently, the Respondent presented his line of defence, inter-alia, reiterating that the
Company under question was carrying NBFC business and no discldgsure regquirement
was required as per Accounting Standard in the instant matter,

On consideration of the submissions and documents on record, the Committee posed

certain questions to the Complainant and the Respondent which were responded to by
them.

Thus, on consideration of the submissions and documentis on record, the Committee
directed the Complainant and the Respondent to provide the following within next 2
weeks with a copy to the other party to the case to provide their comments thereon, if any:

Shri Anurag Agarwal, Agra-Vs-CA, Sanjay Mehra (M. No. 075182), Agra Page 11 of 22
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(i)  Written Submissions in support of their arguments with respect to the issue of AS-
18-Related Party transactions.

With the above, the hearing in the case was part heard and adjourned.

On the day of the third hearing held on 20" August 2024, the Committee noted that the
Complainant and the Respondent along with their respective Counsel(s) were present
before it. The ICommittee further noted that the Respondent vide email dated 05" August
2024 and the |Complainant vide email dated 16™ August 2024 submitted their response.
Thereafter, the Counsel for the Complainant and the Respondent made their respective
submissions before the Committee.

On consideration of the submissions and documents on record, the Committee posed

certain questions to the Complainant and the Respondent which were responded by
them.

Thus, on consideration of the submissions and documents on record, the Committee
directed the Respondent to provide the following within the next 10 days with a copy to
the other party to the case to provide his comments thereon, if any: -

(i}  Details of loans given by the alleged companies to related and unrelated parties
during the Financial Year 2018-19 and 2019-20.

(i)  Details jof the rate of interest charged and other terms and conditions (as per the
loan adreement} on which the loans were given by the alleged companies to the
relatedJand unrelated parties. '

With the above, the hearing in the case was concluded. However, the decision on the
conduct of the Respondent was kept reserved by the Commitice.

Thereafter, at its meeting held on 18th September 2024, the Committee noted that the
Respondent vide email dated 28™ August 2024 had made his submissions on which the
Complainanjvide email dated 06" September 2024 filed his counter submissions,

Thus, the Cdmmittee based on the facts, documents and oral and written submissions on
record, passed its judgment in the captioned matter.

FINDINGS OF THE COMMITTEE; -

8.1

8.2

At the outset, the Commitiee noted that the Complainant during hearing had made
submissions| on those charges also for which the Respondent had been held not guilty at
the Prima Facie stage itself. In this regard, the Committee held that since the Committee
had aireadyiarrived at ifs decision in respect of the said charges as pointed out in Para 2
read with Para 3.4 above and there is no provision under the Chartered Accountants Act
1949 and the Rules framed thereunder to review/revise the decision arrived at by the
Disciplinary Commiittee, the said submissions of the Complainant are not taken into view
by the Committee while examining the conduct of the Respondent.

Thereafter, the Committee noted that with féspect to the charge that the Company has
not made disclosures as per Accounting Standard -18 on related party transactions in its
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Notes to Accounts to financial statements for the year ending 31% March 2019 and 31t
March 2020 respectively, the Comglainant. primarily brought on record the following
documents in support of his claims for non-disclosure of Related Party Transactions: -

(a) Copy of Balance Sheet of Anant Buildcon Private Limited,

{b) Copy of Balance Sheet of Shree Ganesh Buildtech India Private Limited
(c) Copy of master data and shareholding of some other.Companies. . -
(d) list of related parties, R S Lo

8.3 The Committee noted that the Respondent in his defence stated that the Company has’
made relevant disclosures in accordance with' Accounting Standard-18 regarding its .
related party transactions. Further, since the Company is an NBFC and .a "provider of
Finance" to the said companies i.e. Anant Buildcon Private Limited and Shree Ganesh
Buildtech India Private Limited, it did not fall within the ambit of Accounting Standard-18
by virtue of the exceptions contained at Para 4 (c) (i) of Accounting Standard-18. Thus,
the disclosure of the alleged related parties was not done as a consistent practice was
adopted in all past years. :

8.4 In this regard, the Committee noted that as per Accounting Standard -18 “Related Party
Disclosures” following persons are regarded as related parties for which relevant
disclosures are required to be made: -

Para 3. This Standard deals only with related parly relationships described
in (a} to (e) below: .

(@) enterprises that directly, or indirectly through one or more
intermediaries, control, or are controlled by, or are under common control
with, the reporting enterprise (this includes holding companies, subsidiaries
and fellow subsidiaries); ,

(b) associates and joint ventures of the reporting enterprise and the
investing party or venturer in respect of which the reporting enterptise is an
associate or a joint venture; ' : o

(c} individuals owning, directly or indirectly,-an intérest in the voting power
of the reporting enterprise -that gives them control or significant.influence
over the enterprise, and relatives of any such individua/: K

(d) Key management personnel and refatives of such personnel: and

(e} enterprises over which any person described in (c) or (d) is 'able to
exercise significant influence. This includes enterprises owned by directors
or major sharehoiders of the reporting enterprise and enterprises that have
a member of key management in common with the reporting enterprise.

Further, as per Para 4 of Accounting Standard 18, the following are deemed not to be
related parties:

{a) two companies simply because they have a director in commion, @
notwithstanding para 3(d) or (e} above (unless the director is able to affect

the policies of both companies in their mutual dealings);

(b) a single customer, supplier, franchiser, distributor, or general agent with

whom an enterprise transacls a significant volume of business merely by

virtue of the resulting economic dependence; and
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(c) the parties listed below, in the course of their normal deafings with an
enterprise by virtue only of those dealings (although they may circumscribe
the freedom of action of the enterprise or participate in its decision-making
process) (i) providers of finance;

(i) lradeiunions;

(iif} public utilities;

(iv) godfemment departmenis and government agencies including
government sponsored bodies.

PR-413/24/DD/12/2022/DC/1745/2023

85 The CommittJe noted that it is an admitted fact by the Respondent that Shree Ganesh
Buildtech Indid Private Limited and Anant Buildcon Private Limited are the related parties

of the alleged

8.6

The Committ

ompany.

ie on perusal of the copy of Balance Sheet of Anant Buildcon Private

Limited and Shree Ganesh Buildtech India Private Limited for the financial year 2018-19

noted that thé alleged Company is shown as Related party in Notes to Accounts to
financial statements of the said Companies as stated hereunder: :
(a)Anar{t Buildcon Private Limited

Note 20\ Being part of Notes on Accounts
Related| party disclosures, as required in terms of Accounting Standard
(AS) 18lare given below:

C) Assoiate Companies owned by Directors or Major Shareholders:
i, Shivam Traders & Hire Purchases Pvt. Ltd. (emphasis provided)

Note elated party refationships are as identified by the Company and
refied upon by

the Audijtors.

Notes gnnexed to and forming part of the Balance Sheet

(b) Shree Ganesh Buildtech India Private Limited :

“Note 20: Being part of Notes on Accounts

Relateo“ party disclosures, as required in terms of Accounting Standard

C) Asscéciate Body Corporate

i. M/s Shivam Traders & Hire Purchases Pvt. Ltd.(emphasis provided)
Note: Related party relationships are as identified by the Company and
relied upon by the Audifors.

Transac¢tions carried out with related parties referred to above in ordinary
course bf business.

Nature of Transaétion Individual Relatives of Associate TOTAL
with Key Companies
Control Managerial owned by
Fersonnel Director/major
shareholders
1) Loans Received NIL NIL 2,933,000 2,933,000
2) Loans Refunded NIL NIL 1,420,000 1,420,000
3) Director NIL NIL NiL NIL
Remuneration
4) Payment of Interest NIL NIL 103,234 103,234
_— TOTAL NIL NiL 4,456,234 4,456,234

Shri Anurag Agarwal)Agra-Vs-CA, Sanjay Mehra (M. No. 075182), Agra
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“Relatives of |

Associate

TTFoTAL

Nature of Transaction | Individual - :
with Contro! |~ Key Companies
© 1 Managerial owned by
Personnel | Director/major |
L = shareholders. .| o
1) Loans Received ~ NIL: NIL 3,802,000 - |- 3802000 | ..
2} Loans Refunded - NIL : NI 605000 . |- 605000 - 7
| . .3) Interest Pajd SNIL e NIL‘,‘),, [ - 862,713 . |- 862,713
TOTAL NH.:.-.s , 1 Nil..v e idn B 26‘9 713 ;5 269 7137

8.7 However, the alleged Company reﬂected the name of only Anant Bu;ldcon Pvt ttd. as'a-

related party in its Notes to Accounts to fi nancial statements for-the fi nancial year 2018-19 - |

without reflecting the completé nature of transactions carfied- out w:th it as stated

hereunder;

“‘Note 23: Being part of Notes on Accounts

Related Party disclosures, as required in terms’ of Accountmg Standard
(AS) 18 are given below: -

............

(c). Assoclate Body Corpora

i.Anant Buildcon Pvt. Ltd, ,

ii. Madhusudan Motors PVt Ltd,
fii. Madhusudan Vehicles Pvt. Lid.
iv.Mukund Sales Pvt, Lid.

v.Shanker City Pla

nner Pvi. Ltd.

vi. Shyamak Builders Pvt. Ltd.
vii. Dwarika Infrabuildtech P, Ltd.

Note: Related Pary relat:onships are as :dent:f:ea‘ by the Company and relied upon

by the Auditors. ,
Transactions catried ouf w:th refated pames refen‘ed to above m ondmary course of
business: o : : s . '
Nature of Transaction " | Individual -| - Relativesof |  Associate- | - TOTAL.
with - | Key Managerial-{ Companies : ‘
Control . Personnel owned by
Director/major
L : , _ shareholders
1} Loans Received 48,710,004 118,579,012 577,036,000 743,725,016
2} Loans Refunded 31,953,000 | 147,221,208 640,269,966 818,444,172
3) Payment of Interest
— ‘ 3,429,771 16,862,019 37,877,713 | 58170,403 |
TOTAL | 83,492,775 282,663,137 1,255 183,679 .| 1,621,339,591

8.8

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra (¥. No, 075182), Agra

Further, the alleged Company did not reflect the name of aforesaid two Companies i.e.
Shree Ganesh Buildtech India Private Limited and Anant Buildcon Private Limited as a
related party in its Notes to Accounts to financial statements for the financial year 2019-20
as stated hereunder:
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“Note 2£: Being part of Notes on Accounts

Related
(AS} 18

...........

goariy disclosures, as required in terms of Accounting Standard
re given below:

!

............

C) AssoLiates Body Corporate

i Dwartka Infrabuildtech Pvt. Lid.
if. Madhusiudan Motors Pyl Litd.

ifi.  Madhusudan Vehicles Pvt. Ltd.

iv.  Mukund Sales Pvi. Lid,
v.  Jatin Biilders Pw. Ltd.

vi.  Shyamak Buifders Pvt. Ltd.

vil, -

“Note: Related party relationship are as identified by the Company and
relied uPon by Auditors:

Transactions carried out with related parties related to above in ordinary course of

business:
i
S.No. Name ‘ Relation Loan Loan Refunded | Interest Paid Salary
‘ Received
1 Meena Director 4,160,000.00 25,778,736.00 987,363.00 0.00
Kumarn
2 Ravi Dirgctor 9,439,230.00 22,581,000.00 0.00 600,000.00
Shankar
3 Usha Wife of 13,080,000.00 3,593,026.00 220,264.00 0.00
Agarwal Director
4 Anju Agarwall} Daughter in 0.00 401,497.00 214,973.00 0.00
faw of Director
5 Anurag Grandson of 0.00 49,365.00 93,646.00 .00
Agarwal J Director
6 Anurag Karta is 0.00 3,320,939.00 89,391.00 0.00
Agarwal Grandson of
HUF Director
1
7 Mudit || Grandson of 6,970,000.00 657,583.00 475,832.00 0.00
Shankar Directar
Agarwal ‘
8 Deependra Son of 21,715,000.00 45,156,435.00 1,554,352.00 0.00
Shanker Director
Agerwal
i
g Deependra Karta is Son 150,000.00 334,812.00 28,119.00 0.00
Shankar of Director
Agarwal
HUF |

Shri Anurag Aganval, Agra-Vs-CA. Sanjay Mehra (M. No. 075182), Agra
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4077 Harsha T Karais o0 T """i"i'é"d,"iiail(}‘O 307 89100 oo T
| ‘Prasari Daya Director ' '
Shanker
T Himanshy | Karla s TTe00 | Ts661000 T 76009600 | GonT
Agarwal - | Granson of o : v EEEE '
HUF Director . . R
T2 Mudit | Karte'is Son- | - . 0.00 . .| . 226,83700 | 518,366.00 | 0.00 0]
t  Shenkar of Difector | © . - - Lo R 4 '
Agarwal o
HUF , , o
3] Nidhi ] Grand "6.00 20,890.00 236,904.00 G.00
Agarwal Daughter in
Law of
Director
' 14 Pansari Daughter in 4,510,000.00 303,716.00 297, 160.00 1 0.00
Agarwal law of Director _ S
15 Bachi Grand | 0.00 730,657.00 | 206.577.00. 0.00"
Agarwal Daughter in - .
- law of Director _ )
T Rachi Karta is 0.00 27.126.00 707,267.00 0.00
Agarwal GrandSon of -
HUF Director
17 | “Rajeev | Karta ’s Son 0.00 7,640,000.00 6.00. 0.00
Aggarwal & of Diractor . ‘ o ‘ i
Sons , R . ;
18 | Rejeev Sonof .| 16,220,000.007| 19,595,407.00 | ~754,013.00 | 0.00" ]
: Gupta Director “"|- .~ " -
19 | Rama Sonofr | 100,000.00 |  G18446.00 84,456.00 0.00
Shanker Director .
Agarwal
20 Rama Karta is Son 0.00 2,792,764.00 137,643.00 0.00
Shanker & of Diraclor o
Sons .
21 Madhusudan Dif‘ector is 65,753,581.00 10,200,367.00- | 4,503,671.00 0.00
Automobiles patiner o
22 Ravi Karfa is 0.00 325,876.00 58,758.00 0.00
Shanker & Director
Sons
23 Shruti Grand 2.140,000.00 67.525.00 175,245.00 0.00
Agarwal Daughterin .
) Lawof

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra (M. No. 075182), Agra
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Diraclor
4 "Renu Daughler in 0.00 20,501.00 205,011.00 000~
Agarwal Law of
Director
25| Vasudha Daughter in { 32,000,000.00 21,913,448.00 774,492.00 0.00
Agarwal Lawof
Director
26 Rachit Grandson of 0.00 100,821.00 8,214.00 0.00
Agarwal Director
27 Radha Director of 18,960,000.00 22,505,484.00 6,184,842.00 0.00
Krishna Partner
Builders
|
o8 Dwarka ' Associate 964,883.00 6,616,000.00 .00 0.00
Infrabuiltech Baody
Pvt. Ltd. , Corporats
29 Madhusudan Associafe 167,844,853.00 | 36,914,832.00 13,708,322.00 0.00
Motors Pvt Body
Ltd. Corporate
30 | Madhusudan Associate 203,624,335.00 | 27.634,261.00 | 14.032,605.00 0.00
Vehicles Pvt Body
Lid. Corporale *
31 Mukund Associate 1569,000.60 1,142,809.00 828,089.00 0.00
Sales Pvt Ltd Body
Cormporate
32 Jatin Associate 4,940,000.00 1,475,000.00 0.00 0.00
Builders Pvt. Body
Lid Corporate
33 Shyamak Associate 0.00 75,000.00 0.00 0.00
Builders Pvt Body
itd Corporate
34 Shree Balgji Associate 10,500,000.00 11,333,627.00 63,865.00 0.00
Ashiyana Body
Pvt, Ltd Corporate
Total 583,330,882.00 | 268,594,273.00 | 47,117,435.00| 600,000.00
89

The Commiti ee also noted that the Respondent was not only the statutory Auditor of the
alleged Company but both of these Companies i.e. Shree Ganesh Buildtech India Private

Limited and!Anant Buildcon Private Limited for the Financial Year 2018-19 which had
shown the alleged Company as its related party.
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8.10 Further, from the copy of master data and shareholding of some other Companies namely

8.11

8.12

8.13

Adinath Shelters Private Limited, Aditya Ashiyana Private Limited, etc. as submitted by
the Complainant, it is evident that the alleged Company(STHP) ‘can coritrol the policies of
the said Companies and hence the alleged Company (STHP) and the said .Companies-

are related parties, the disclosure of which- is required -under ‘Notes to Accounts to
financial statements. However, if is seen from Note'23 of Notes:to Accolnts forming parf .

of Balance Sheet for the financial year 2018-19.and 2019-20 of the subject-Company, the .
names of these Companies are not appearing under related party disclosures. -

However, as per the Respondent, since the Clor'n‘pany"is an NBFC_,and a "‘provider__of -
Finance" for the said companies, it did not fall within the ambit of Accotinting Standard-18 -
by virtue of the exceptions contained at Para 4 (¢) (i) of Accounting Standard-18.

In this regard, the Committee took into view the Non-Banking Financial Company. — Non-
Systemically Important Non-Deposit taking Company (Reserve Bank) Directions, 2016

dated 1% September 2016 which under Chapter IV ~ Prudential Regulations of Section Ii -
Prudential Issues provides as under:

“9. Accounting standards

NBFCs that are required to implement Indian Accounting Standards (ind
AS) as per the Companies (Indian Accounting-Standards) Rules, 2015 shall
prepare their financial statements-in accordance with Ind AS notified by the
Government of India and shall comply with the regulatory guidance
“specified in Annex XX of these Directions. Disclosure requirements for
notes to accounts specified in these directions shall continue to apply.
Other NBFCs shall comply with the requirements of nolified Accounting

Standards (AS) insofar as they are not inconsistent with any of these
directions.”

The Committee was of the view that para‘3 and 4 of the Accounting Standard - 18 are
exclusive to each other. Once the felated party relationship is established in-view of the
provisions of para 3 of the Accounting Standard -18, thé reporting entergrise has to follow
the following disclosure requirement of Accounting Standard -18: o

“21. Name of a refated party and nature of a related party relationship
where control exists should be disclosed irrespective of whether or
not they have been transactions between the related parties.”

“23. If there have been transactions between related parties during the
existence of a related party relationship, the reporting enterprise
should disclose the following: -
i.name of the transacting related party,

ii.description of the relationship between the parties,

ili.description of the nature of the transactions,

iv.Volume of the transactions, either as an amount or as an appropriate
proportion;

v.any other elements of the related party transactions necessary for an
understanding of the financial statements;

Shri Anurag Agarwal, Agra-Vs-CA. Sanjay Mehrz {M, No. 075182), Agra Page 19 of 22
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vi.the am:ounts or appropriate proportions of outstanding items
pertaining to related parties at the balance sheet date and provisions
for doubtful debts due from such parties at that date; and

vii.amounts written off or written back in the period in respect of debts

due fror or to related parties.”

8.14 Further para
under:

4 of Accounting Standard 18 — Related Party Disclosures also provides as

“24. The following are examples of the related party transactions in respect
of which disclosures may be made by a reporting enterprise:

(a) purthases or sales of goods (finished or unfinished);

(b) purchases or sales of fixed assets;

{c) rendering or receiving of services,

{d) agercy arrangements,;

(e) leasing or hire purchase arrangements;

N transfer of research and development;

{(9) ficehce agreements;

h finarce (including loans and equity contributions in cash or in kind);
(i) guaréntees and collaterals; and

) man'agement contracts including for deputation of employees.”

8.15 Thus, the Committee was of the view that complete disclosure of related party
transactions {n Notes to Accounts as per Accounting Standard-18 ought to have been
there. In case there was a variance as being claimed by the Respondent, the same ought
to have been!reported by the Respondent in his audit report.

8.16 The Committee also noted that as per the requirements of SA 550, Related parties, the
following is réquired:

“Responsibilities of the Auditor

3. Bechuse related parties are not independent of each other, many
financial reporting frameworks establish specific accounting and disclosure
require' ents for related party relationships, transactions and balances to
enab!eEJsers of the financial statements to understand their nature and
actual or potential effects on the financial statements. Where the applicable
financial reporting’ framework establishes such requirements, the auditor
has a ]responsibiﬁty to perform audit procedures to identify, assess and
responld fo the risks of material misstatement arising from the entity’s failure
to appropriately account for or disclose refated parly relationships,
transadtions or balances in accordance with the requirements of the
framework.

4. Even if the applicable financial reporting framework establishes minimal
or no felated party requirements, the auditor nevertheless needs fo obtain
an uncierstanding of the entity’s related party relationships and transactions
sufficiant to be able to conclude whether the financial statements, insofar
as they are affected by those relationships and transactions: (Ref. Para.
Al)

Shrit Anurag Agarwal, Agra-Vs-CA. Sanjay Mehra (M. No. 075182), Agra Page 20 of 22



*

8.17

8.18

8.19

T m'l m

RN .H'-"r\ -H-f':-ir -_:..A'

A .

e oy PRA1324IDDI2/202210C1M 74512033, < -

(a) Achieve a true and farr presentation (for fait presentation frameworks);
or (Ref: Para. A2)

(b} Are not misfeading {for compliance framewod(s) (Ref: Para. A3) .
5. In addition, an understanding of the entity's related parly relationships
and transactions is relevant to the auditor's .evaluation of whether one or
more fraud risk factors are present as required by SA 2404 because fraud
may be more easily commftted through related pan‘:es

*13. The auditor shail i mqu:re of management regarding:

(a} The identity of the entity’s related parties, including changes from the
prior period; (Ref: Para. A11-A14)

(b} The nature of the relationships between the entity and these re!ated
parties; and

(c) Whether the entity entersd into any transactions with these related
parties dunng the penod and if so,. the type and purpose -of -the
transactions.” .

From the above—mentloned requ:rements itis clear that itisthe: duty of the aucﬂtor to.see-

whether related party relatlonshlps -and-trahsactions have béen: appropnately identified, ~

accounted for and disclosed in the financial statements-in accordance with the framework:
The Commiftee noted that in the Notes to' Accolints to the Financial-Statements of the

alleged Company for the Financial Year '2018-19 and 2019-20, the*following comment:
had been specifically provided: :

"Note Related Pary re!ationsh!ps are as identified by the Company
and relied upon by the Auditors.”

Thus, it is clear that the Respondent has merely relied upon the management explanation
and did ‘not apply his judgment while reporting about the compllance of Accounting
Standard-18 with respect to related party dlsctosures .

In view of the above, the Commiittée was of the view that due dnsgence has not Heeh .~
exercised by the Respondent while reporting on the compliance of Aécounting Standard

18 with respect to related party disclosures in the Audit Report for the Financial Year
2018-19 and 2019-20. Accordingly, the Committée held the Respondent GUILTY of
Professional Misconduct” falling within the meaning of Item (7)-of Part | of the Second
Schedute to the Chartered Accountants Act, 1949.

The Committee also noted that the Complainant had. filed a Writ Petition bearing no.
WP(C) 9311/2021 & CM APPL. 38134/2024 before the Honorable High- Court of Delhi for
expeditious disposal of the proceedings in the instant case in & timé bound mannér
wherein the Honorable High Court of Delhi vide its Otder dated 10" July 2024 disposed
off the Wit Petition binding the Disciplinary Directbrate and the Disciplinary Committee of
the Institute*-of Chartered Accountants of India to adjudlcate the proceedings within a
period of six months from the date of the Order.
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findings stated in above paras, vis-a-vis material on record, the Committee

gives its charge wise findings as under: -

N Charges ~ Findings Decision of the Committee
(as pdr PFO)
Para 2 as given above. “"Paras 8.1 1o 8.18 as given | GUILTY - item (7) of Part i of
{specified at S.po. 3 of the said above. the Second Schedule.
para) _J

10.  In view of the above observations, considering the oral and written submissions of the

parties and
Professional
Schedule to

sdi-
(MR. ARUN KUM
GOVERNME

DATE: 19" Novem
PLACE: NEW DEL

$hri Anurag Agarwal,

material on record, the Committee held the Respondent GUILTY of
Misconduct falling within the meaning of item (7} of Part-l of the Second
the Chartered Accountants Act, 1949.
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