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The Institute of Cost Aceountants of India

Board of Discipline u/s 21A of The Cost Accountants Act, 1959

Final order number: ICMAIBOD2026/45

{_'umpllui_n'l iumber Com/21-CA(126)/2024
" | CMA Manasi Arora (M/32367) [Complainant]

In the matter of Vs,
CMA Davinder Singh Bhatia (M/11897) | Respondent |

Date ul"'ii-h.:z.tring As per records and order sheet
Date of order 19" August, 2026 R B
CORAM: : - N
I | hi; P K. Pujart. IAS (Retd) I Presiding '“H'I-f'-:l'- B
_.-E MA Avijit Goswami _ Member -

PRESEMNT IN HEARINGS

—_—

I CMA(D) Hemant Kumar Sindhwani | Director ( Discipline)

Brief of the Case

l.  The Disciplinary Directorate is in receipt of a complaint in Form | dated 22 December.
2023 along with the prescribed complaint fee of Rs 2930/- (inclusive of GST) from CMA
Manasi Arora (hereinafter referred 1o as the “complainant™) bearing membership number
32367, against CMA Davinder Singh Bhatia (hereinafter referred to as the “respondent™)
bearing membership number 11897, containing certain allegations against the respondent

falling under various provisions of the Cost Accountants Act, 1959,

| [

The complaint, comprising 24 pages including annexure, primarily contains allegations
relating to the member conducted an audit despite being ineligible due 1o pnor

professional misconduct. lacked auditor independence because of a legal dispute with the
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auditee. and issued a false, misleading, and incorrect audit report due 1o gross negligence
and failure lo exercise due diligence. The particulars of the complaint, as set out in Form L,
are reproduced herein below verbatim:
FORM |
[See sub-rule (1) of Rule 3]

|1 | Name of the Complainant: (With | Manasi Arora
| membership number. ift member of | A No, 32367

Institute of cost Accountant  of

India)

12 | Name of the member/ firm Against | Davinder Singh Bhatia
whom complaints is being made: | MNo. 11897
(with membership Number
| registration number of the firm, it
! B.owin ) .
3 | Latest address of the complainant | 513, Block A4, Savitry Heighis-ll, VIP
| for communication Road. Zirakpur, Punjab - 140603

4 | Last Available Professional address | 346, Phase 3-Bl, Sector 60, Mohah,
of the member or the firm against | Punjab - 160059
whom the complaints 15 made

Particulars of allegation(s) Serially | Misconduct under Clause-1. 7 & 8, Part-
numbered together with | 11, Second Schedule of the CWA Act’
corresponding  clause/part  of  the | 1959,
| relevant schedule(s), or particulars of
| allegation{s)  serially  numbered

together with clause/pant of the

L

. relevant scheduled(s) under which the
| alleged acts commission or omission
‘ or both would fall, .
6 | Particulars of evidence(s) adduced in | Details a
| support of the allegation(s) made Annexure 1 {Page Nos. 1 1o 13)
' Supporting Documents at
| Annexure 2 (Page Nos 1 1o 5)
Annexure 3 (Page Nos 110 5)
| 7 Nameis) of person who have  CMAAman Kalra
knowledge of the facts of the case M.No. 16163
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The above complaint was scrutinized and was registered in terms of Rule 5 of the Cost and
Works Accountants (Procedure of Investigation of Professional and Other Misconduct and
Conduct of Cases) Rules, 2007 and the same was proceeded with in the manner as
preseribed in Chapter 111 of the Rules and was registered by the Disciplinary Directorate
by giving a unigue number, Complaim No. Com/21-CA(126)/2024.

4. The complaint dated 22" December, 2023 was duly forwarded to the respondent vide
letter No. G/DD/Com-CA{126)/(M-11897)/1/2/2024 dated 6" February. 2024, calling
upon the Respondent to submit a written statement in terms of Rule 8(3) of The Rules,
2007 within 21 days from the date of service of the notice under reference. However, the
Notice was rewurned undelivered by the postal authorities with endorsement “No such
person name”. Accordingly. the complaint dated 22™ December, 2023 was re-forwarded
to the Respondent”s updated professional address vide letter No. GDDCom-CA(1260(M-
| 1897V2/02/2024 dated 16™ February, 2024, calling upon the Respondent to submit a
written statement in terms of Rule 8(3) of the Rules, 2007 within 21 days from the date of

service of the said communication,

5. The respondent has submitted his written statement vide letter dated 2™ April. 2024
(served on 8 April, 2024) consisting of 38 nos of pages including Annexures. The same 15
reproduced below verbatim:

Chuote

The Director Discipline,

The Institute of Cost Accountants of India.

kolkata

Sub: Reply-Complaint no: Com/21-CA(126)/2024 - CMA Manasi Arora (M/32367)

[Complainant] Vs, CMA Davinder Singh Bhatia (M/L1897) [Respondent]

Sir,

1. Reference vour letter no G/DING om-CA{ 1261 (M-11897)/1/2/2024 dated February
06/16, 2024 received on 23-02-2024.

3 It is stated that the aforesaid complaint filed by CMA Manasi Arora M No 32367 15
frivolous. false. concocted with an attempt to shield her inefficiencies in the
performance of duties while holding the charge of Chairperson of Chandigarh-
Panchkula-Mohali (hereinafter referred to as CPM Chapter) from 19h June 2022 10
15" October 2023,
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The undersigned was appointed Auditor of the CPM Chapier 1o conduct the audit of
accounts for the vear 2022-23 by the General house in ils Annual General Meeting held
on 19-06-2022 at 6.00 PM at Chapter office Dev Samaj college, Sector 45, Chandigarh.
The complaint filed by CMA Manasi Arora is oul of her frustration against the
administrative as well as financial irregularities pointed out by the undersigned in the
Chapter Audit Report of the year 2022-23. In case the complainant feels the appointment
.« not correct. she should have approached my appointing authority i.e. General House of
the CPM Chapter and not the undersigned. The undersiened had undertaken the audit job
as per the laid down rules. regulations and procedure under the leadership of the
complainant herself being chairperson of the CPM Chapter,

The complainant in the prescribed Form-[ (o the complaint has named CMA Aman Kalra
M No 16163 as the person who have knowledge of the facts of the case. The person so
named. presently chairman of the Chandigarh Chapter. has already written to the Director
Discipline on 11-03-2024 that he is in no way linked to the case/complain and his name
be deleted there from. The contents are reproduced here below:

“Dear Ms Manasi Arora

M.No, 32367,

| hope vou are in high spirits and ¢njoying good health | am writing this email in regard
to a complaim filed by you on dated 22.12.2023 against CMA Davinder Singh Bhatia
M.MO.11897 with Director Discipline. The institute of Cost Accountants of India,
kolkata,

In said complaint in form 1 para 7 vou have mentioned my name without my information
and consent. ] request please give reasons for the same. As i have nothing to do with the
said complaint, how can you write my name as the matier highlighted in your complaint
is related to Chd-Pkl-Mohali chapter.

| therefore request you Lo please remove my name from there and confirm.
This is for your immediate action please.

Best regards
Aman kalra
WML G163

Thus, the complaint against the undersigned is not maintainable.

3. However. without prejudice to above point wise reply to the issues raised by the
complainant is submitted here below:

1&2) Ineligible to conducet such audit as:

(i) Already been held guilty of professional misconduct.

{ii) He is auditor not having independence being Petitioner to one of the Legal suit

filed by him against the auditee. Aﬁ} ﬁ‘.gﬂqg
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The Points raised at 1 & 2 of the complaint is nothing different but complimentary 1o
each other. Thus, for the sake of brevity replied jointly here below:

The complainant has stated that the undersigned was held guilty of professional
misconduct. The complainant has not stated the source from where she got the
information at this stage, and not earlier, after a gap of 18 months from the date of my
appointment as auditor (19.06.2022 -22.12.2023) and 30 months after the date of orders
passed by the Board of Discipline (12.06.2021- 32.12.2023). Thus the complainant has
filed the complaint with mischievous mind just to cover up her shortfalls as pointed out
by the undersigned in Audit Report of her tenure and approached your office with an
attempt 1o tarnish the image of an auditor who performed the duties with utmost care and
diligence in a fair and transparent manner.

It is stated that the disciplinary case against the undersigned has already been settled on
12-06-2021 i.e. much before the appointment of the undersigned as auditor of CPM
Chapter on 19-06-2022, The Disciplinary committee has at no stage held the undersigned
guilty of professional misconduct. Thus it is incorrect that the undersigned has been
held guilty of professional misconduet.

The complainant has alleged without applying her mind to the orders dated 12-06-2021
of the Disciplinary Commitiee quoted in her complaint. No documentary e idence in
support of this part of the complaint related to guilty of professional misconduct under
the WA Act, 1939 has been produced by the complainant.

The appointment of the auditor is governed by bye law no 26{2) of the Chapter byelaws
2019 which states that:

“The accounts of the Chapter shall be audited every vear by the auditor who shall be a
cost accountant in practice appointed in the Annual General Meeting for the purpose. The
auditor should not be a member of the Managing Committee™.

Following the above the undersigned duly tulfils the laid down criteria as given below:

a) who shall be a cost accountant in practice; The undersigned is a full time COP holder
since 06-02-2017 in the name and style Davinder Singh Bhatia and co., Registration
no 001218

h) Appointed in the Annual General Meeting for the purpose: The appointment was done
by the General house in the AGM of the CPM chapter held on 19-06-2022 wherein the
complainant was also present.

¢} The auditor should not be a member of the Managing Committee.

The undersigned at not a member of the Managing committee of CPM Chapter.

Na such self-declaration or disclosures as claimed by the complainant is required
under the rules and regulations of the institute for appointment of auditor.
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The undersigned was appointed auditor of the chapter in its Annual General Meeting
held on 19-06-2022 by the members in the presence of complainant herself along with
two Central Council members and one NIRC member CMA

Rakesh Bhalla. CMA Balwinder Singh, Vice Presidemt and President of the institute and
CMA Anil Sharma nominee of NIRC. Copy of the attendance sheet and minutes of the
AGM attached for ready reference. Annexure-1 (page I-4). The said disciplinary
proceedings were initiated against the undersigned under the Presidentship of CMA
Balwinder Singh. It is proved beyond doubt that the said appointment was done as per
rules by General house along with the consent of the then present President and vice
president of the institute, nominees of central council and Regional Council 1o
Chandigarh Chapter.

Further, more the willful negligence of the complainant from the facts is also proved
from her following facts on record.

The undersigned was appointed Auditor for CPM Chaper for the year 2022-23 for which
the complainant CMA Manasi Arora was the chairperson. She hersell’ forwarded the
Annual accounts of the vear 2022-23 along with relevant record vide her mail dated 08-
08-2023 which read as

“Dear Sir,
In reference to your appointment as an Auditor for FY 2022-23. We have compiled the

Annual Accounts of our chapter and this has been approved by our managing Commitiee
on 7th Aug 2023.

We are anaching the necessary files and notes 1o accounts required for completing the
audit. Our Assistant Coordinator will visit vour office with all required records for
conducting the audit. You are requested to issue the audit certificate along with
necessary other certifications required by our Institute.

Hope vou will find the same in order.

lhanks & Regards
CMA Manasi Arora
Chairperson™

Thereafter. required information in the course of audit. as available with the chapter was
forwarded to the undersigned. Now. all of a sudden after more than 18 months trom the
date of appointment. after the financial as well as administrative irregularities are pointed
out and the Report is approved and adopted by the pene ouse in 115 AGM held on 15-
10-2023, she has come out with her solo opinion that the appointment of auditor 15
incorrect.
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You will appreciate that the point raised by the complainant as disqualification for
appointment to be auditor does not hold good. As such the allegation by the complainant
is frivolous and baseless and this part of the complaint should be set aside.

1) Failing to exercise due diligence and Gross Negligence in reporting, the audit
opinion and reporting False, Misleading and Incorreet.

This part of the complaint is also frivolous and concocted to save her image for the gross
financial as well as administrative irregularities committed by her during her tenure as
Chairperson of the CPM Chapter. The audit report dated 25-08-2023 submitted by the
undersigned 1o the managing commitiee of the chapter contained the opinion of the
undersigned strictly based upon the record and the explanations given by the complainant
and other managing committee members in the course of audit,

The notice of Chapter's Annual General Meeting. including the agenda item to consider
and adopt audited annual accounts of the chapter for the year 2022-23 to be held on 13-
10-2023 was duly circulated by the CPM Chapter vide their No. CPCCA/2023-24/01
Dated: 02-09-2023. All the members including the complainant had plenty of time to
raise the observation, if any, against the awdit report. No observation was
receivediraised by any of the members including the complainant and the Audit
report was unanimously adopted/approved by the members present in the AGM.

The real problem with the complainant has arisen only after the complainant was asked
by the CPM Chapter on 12-10-2023 10 deposit the sum of Rs 16,638 incurred by her on
her visit to KCC at Lucknow.,

It is reiterated that the audit opinion is strictly based upon the record produced and the
information furnished in the course of audit as discussed in the following paragraphs.

{a) lIssue of Audit Report on 25.08.2023 for the financial vear 2022-23 based on the

appointment obtained through suppression of cligibility as auditor of CPM
Chapter, the appointment being void ab-initio.
This point has been repeatedly discussed in detail in the preceding paragraphs that
the undersigned was appointed strictly as  per the laid down
rules/regulations/byelaws and procedures. Nothing is concealed. In case that was the
requirement, why did the complainant remain silent for such a long peried and now
approached with the complaint without supporting Document/Rules of such
disclosure requirement.

(b) As per para-2 to the Audit Report - Qualificd opinion reported by Shri
Davinder Singh Bhatia.
a) Premature Encashment of FDR:
I'he complainant has commented upon this part of the opinion forming pan of the
audit report which reads as:

Com/21-CA{126)/2024
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"In our opinion the said premature encashment of the FDR, without requisite actual
prior approval of the CHD-PKL-MHL chapter amounts to misrepresentation of facts
on the part of the secretarv of the chapter and without any actual requirement of
funds leading to financial losses to the Institute.”

It is stated that the opinion was based on the facts that the approval of the competent
authority for premature encashment of FDR of Rs five lac was obtained from the
Secretary ICAI by furnishing false information to the sanctioning authority that the
Managing Committee of CPM chapter in its meeting held on 14-12-2021 has
decided to withdraw the FDR of Rs 5 lac. Copy of the sanction request letter dated
18-12-2021 from CPM Chapier is reproduced here below:

“The Secretary

The Institute of Cost Accountants of India

Kolkata

Dear Sir,
This has reference to the subject above. It is submitted that the Chapter has eamed an
operating surplus of Rs.5.09.871 during the financial year 2020-21. The operating
surplus was deposited as a temporary Fixed Deposit in the Bank to eam better interesi
earmings.

At the present juncture, the Chapter is in the need of funds for meeting its operating
expenses and the Chapler is not having ready cash & bank balance.

The Managing Committee in its meeting held on [4th December. 2021 at Hotel K C
Residency, Sector 35-B. Chandigarh decided to withdraw the Fixed Deposit No,
300786617691 with Indus Ind Bank, having original deposit amount of Rs.5,00,000,
deposited on 06-Nov-2020 (copy_attached) for meeting operational expenses. [t was
further decided to send the request to the competent authority of the Institute 1o allow the
withdrawal of the above said Fixed Deposil.

You are requested 1o grant necessary approval.

Thanking you

Yours Faithfully

Lovinder

Secretary

CHD-PKL-MHL

CHAPTER

The copy of above mail and sanction of 25-01-2023 attached for ready reference
Annexure-2 (page 5-6). As per the copy of the minutes of the said meeting provided in
the course of audit. no such agenda item is discussed and approved in the meeting. Copy
of the Minutes of Meeting attached for ready reference. Annexure-3 (Page 7-13). Hence
false information to the approving authority,

Com/21-CA(126)/2024
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The chronological order of the events in sanction, encashment and investment of the
FDR number 300786617691 would clarify the picture.
i) The case for sanction of premature encashment of FDR for 5 lac taken up with

Secretary. 1CAL...... 18-12-2021.
ii) Approval accorded by the Secretary 1CAL.. 25-01-2023,
iit) Premature encashment of FDR of Rs 5 lac.... 20-02-2023
iv) Investment in FDR Rs 3 lac... 21-02-2023
vl Current account Bank Balance on 21-02-2023......... Rs 2,37.448
31-03-2023.... Rs 281334

The balance amount of the FDR realisation amount is kept in current account.

Copy of the ledger accounts of FDRs and Current account along with correspondence
with Secretarv, ICAl is anached at Annexure-4 (Page 14-16) and Annexure 5 (Page 17-
21} for ready reference.

The above action on the part of the then Chairperson, now the complainant,
resulted in financial loss to the chapter against premature encashment and keeping
the amount in current account without any justification/requirement and approval
of the Managing Committee of the chapter.

Hence the opinion in the audit report on the subject is strictly as per the record.

Based upon the facts the disciplinary action falls due against (i) Committee member
CMA Lovinder for such misrepresentation of facts 1o the secretary in the course of
obtaining approval and (i) the Chairperson of the chapier for encashing the FDR
premature without any actual requirement of funds leading loss to the chapter.

b) Expenditure without approval-Unauthorised expenditure.

Against the total expenditure of Rs 1.09.097 incurred on behall of Direct Taxation
Committee and Indirect Taxation committee HQ ICAL for hosting the seminar under the
banner "Tax Evasion and Reforms in India”, at The Confederation of Indian Industry
(CIl) on 26.06.2022 only a sum of Rs 94.611 is received as reimbursement. The
remaining amount of Rs 14,486 is treated as Chapler expense and charged to Professional
development account.

The program was sponsored by HQ, ICAL In the course of holding the program a sum of

Rs 1.09.097 was incurred by CPM chapter on behalf of HQ. After forwarding the claim

of Rs 1.09.097 1w HQ for reimbursement only a sum of Rs 94611 was received. The

difference amount Rs 14,486 remaining unpaid, being not in order. Annexure & Page 22.

The amount of the bills rejected by HQ were accepted and paid by € /@ {fom s
e !

£ snardelub Aol 42

-%kmr.ﬂp'n'-é' k|
& o
¥ o T ,-ff-ﬁ;?

Keilkata Ofics: CMA Bhawnan, 12, Sudcer Strest, Kolosia - T0001E | Molda Offics: CMA Blawan, C-42, Sectar - B2, Moida - 201 308

Headquarters:



g THE INSTITUTE OF >
| COST ACCOUNTANTS OF INDIA e

Statutory Body under an Act of Pardlament Lodhi Fioad, New Delhi - 116 603

; - = ) g_mﬂ-"q LG m WI'FI’ CMA Bhawan, 3, Instituticnal Area

(Under the jurisdiciion of Minksiry of Corporate Affairs) Website: www. icmai.in

own funds. The failure to secure full reimbursement for the incurred expenditure
suggests lack of transparency and effective communication leading 1o an overstatement
of the deficit by Rs. 14,486

The complainan in support of her incurring the expenditure of Ks 14,486 has quoted
chapter bye laws 5(2) pertaining to functions of the chapter.

The complainant has stated that the Managing Committee of the Chapter is
authorised to incur 100% expenditure on any eveml permissible under the bye-laws
without any re-imbursement or sponsorship.

The complainant has miserably failed 1o follow that it is the Managing committee as a
whole and not the chairperson alone empowered 1o incur the expenditure subject 10
administrative and financial approval of the competent authority. In this case the
Managing Committee of the chapter had nowhere approved the said event of 26-06-2022
1o be held at wholly or partially expense of the chapter. Thus the opinion that "The
failure to secure full reimbursement for the incurred expenditure suggests a lack of
transparency and effective communication leading 1o an overstatement of the deficn by
Rs. 14,4867

The complainant has stated that the expenditure of Rs 14.486 is approved ex-post facto
by the Managing Committee in its meeting held on 15-08-2023 by passing the resolution

"“The Program on Tax Evasion and Reforms in India is held at CI1 on 26.06.2022 with the
total expenditure of Rs 109097 om of which a sum of Rs 94611 is received as
reimbursement from HQ and balance of Rs 14486 are wreated as expense of chapler. The
commiltee approved the difference amount.”

The above quote does not state the reason of short pavment receipt and the details of the
bill(s) amounting 1o Rs 14,486 being weated as Chapter expenses. Al no stage original
bills for the amount were produced in the course of audit.

Besides. the minutes of the said meeting of 15-08-2023 quoted by the complainant
appears 1o be fake as these could not be found in the Minutes Book of the CPM Chapter
in the course of inspection of record at Chapter office. Copy of the correspondence held
with CPM Chapter enclosed at annexure 7 (Page 23). Thus. no authenticity of the
minutes quoted by the complainant could be established and comments given thereon.

Under the circumstances explained above we have given the right opinion. The
acceptance of Audit Report by the General House in its AGM held on 15-10-2023
also supports sur apinion.

¢) overstatement of the deficit by Rs, 35,779:
National Cost Convention 2022 was held at Lucknow in May 2022

Com/21-CA(126)/2024 0ol 42
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As per the communication dated 25 April 2022 from Vice President, 1CAIL 1o all the
chapters category A chapter was authorised 10 nominate 3 members as delegates of
Management Committee members out of the financial grant as admissible 1o the
chapters. Ann-8 {page 24-25). Accordingly three managing committee members CMA
Geeta Dhingra. CMA Bhawna Sharma and CMA Aman Kalra were authonised by the
Managing committee And communicated to HQ ICAI vide email of 25-05-2022. Ann-9
{p-26)

A sum of Rs 35.779 was incurred on the visit but not claimed as reimbursement and
treated as Professional development charges by debiting the account on 7-06-2022 (Copy
of the ledger account attached). Ann-10 (P-27). The claim was not raised till the annual
accounts were handed over for audit. It amounted to an overstatement of the deficit by
Rs. 35,779

It was only after the audit that the claim was sent by the new managing committee to
Finance department of HQ on 22-12-2023 for reimbursement (Ann-11.. P-28) and the
admissible reimbursement amount received.

Thus, based upon the record produced in the course of Audit the following opinion was
given in the Audit Report:
In the Audit report | was of the opinion that

"An expenditure of Rs. 35,779 was incurred to cover traveling and boarding charges for
three commitiee members of the institute authorised by the Managing Committee of the
Chandigarh-Panchkula-Mohali Chapter of cost accountants attending the National Cost
Convention meet at Lucknow. This expenditure was allocated under the head of
Professional Development expenses and consequently charged to the Chapter's profit and
loss account.”

"This expenditure was eligible for full reimbursement from the Head office being duly
approved by the managing committee of CHD-PKL-MHL chapter and within the upper
financial limit eligible for reimbursement of these three members. The expenditure was
not claimed as reimbursement and treated as Professional development charges., leading
to an overstatement of the deficit by Rs, 35,779.7

The above referred was my opinion. In case it was not eorreet, the complainant or
other members could raise the issue and recorded in the proceedings of the Annual
General Meeting. But nothing so happened. Thus, this part of the complaint needs
to be set aside,

) Misuse of Position.
The above referred opinion is based on the following information provided 10 me in the
course of audit:
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The Managing Committee in its meeting held on 22-05-2022 nominated three members
viz: CMA Geeta Dhingra, CMA Aman Kalra, CMA Bhavna Sharma to attend the NNC
to be held in May 2022 at Lucknow. It did not include the name of CMA Manasi Arora.
Email dated 25-05-2022 at appendix- 9 (P-26) refers.

CMA Manasi Arora got her Air tickets booked through ICAI Delhi office for which a
sum of Rs 16638 was incurred by Delhi office. How she got the said booking done at her
own is best known to her.

Chandigarh chapter raised the voucher of Rs 16,638 crediting HQ ICAL and debiting the
amount to professional Development expenses in its books of accounts on 07-06-2022
without any supporting documents/bills. Copy of the account placed as Ann-10 (Page 27)
refers.

Finance department raised debit voucher to Chandigarh Chapter for Rs 16638, Email
dated 29-03-2023 from finance.delhi.jd] attached herewith referss. Anne-12 (page 29-38)

Based upon the record produced in the course of audit. it was observed that the program,
for other than three managing committee members nominated by the chapters was
delegaie Fee paid program.

Thus, based upon the record produced in the course of Audit the following opinion was
given in the Audit Report:
In the Audit report | was of the opinion that

“Another expenditure of Rs. 16,638 has been charged to the Professional Development
expenses under the pretext of the NCC meet in Lucknow, attended by CMA Manasi
Arora.”

“In this case both the essentials financial and administrative approvals from the
competent authority are not produced in the course of audit. As per the record available
only three persons as authorised by the Head Quarnter 1CAI vide email communication
dated 25-04-2022 1o attend the program on institute expense were sponsored (o the Head
Quarter which did not include the name of Manasi Arora.”

“In the course of audit it is revealed that a sum of Rs 16,638 is charged to professional
Expense by crediting the amount to Head Quarter ICAL without any supporting
documents on record. On inguiring the authenticity of expenditure. it is revealed that
expenditure pertains 10 Manasi Arora for her unauthorised attending the NCC Meet at
Lucknow and HO 1CAI having met the expenditure at the initial stage is now charged to
CHD-PKL-MHL chapter.”

The above referred was my opinion. In case it was not acceptable by the
complainant or other members they were at liberty to raise their observation and
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recorded in the proceedings of the Annwal General Meeting. But nothing so
happened. Thus, this part of the complaint being frivelous needs to be set aside.

The complainant had stated that the debit note raised by the HQ was considered in the
Managing Committee held on 15-08-2023 and the decision taken therein confirmed in
the managing committee meeting held on 29-08-2023, While analysing her submission,
the agenda as well as minutes of the said meeting(s) 15-08-2023 and 29-08-2023 appears
to be fake as these are not available in the Minues Book of the CPM Chapter. Copy of
the correspondence held with CPM Chapter enclosed. Ann-7 (p23) and App-13 (P-349)
refers. Thus, no authenticity of the minutes quoted by the complainant and comments
given thereon can be established.

On the other hand the Managing Committee in its meeting held on 17" September 2023
decided to recover Rs 16638 from her. Appendix- 14 (P 40-42). It is to be noted that the
decision 1o recover the amount is taken by the Managing Committee when the
complainant herself was the chairperson of the CPM Chapter. It was followed by another
reminder of 11-03-2024 by the Chairman of Chandigarh Chapter. The copy of the
demand letter dated 12-10-2023 and reminder of 11-03-2024 is attached as App-15 (P
43-44) for ready reference. Thus the submission by the complainant does not hold good
that the Managing Committee had regularised the expenditure of Rs 16,638,

Later on, it also came to notice that none of the debit vouchers raised by the
Finance department, account books of the Chapter proves that she was a chapter
sponsored delegate, To the contrary it proves that either she did not attend the
NCC-2022 program or attended it without paying the delegate fee, which is not a
legitimate act on the part of any of the members. Either of the act is least expected
from a person of her status. It also needs to be proved making her liable for
recovery of delegate fee to the institute or cancellation of CEF hours aranted and
suitable disciplinary action against her, as deemed fit.

Praver:

1. The submissions made above proves that 1 have exercised due deligence in the
|:r|:rfn'rm4m:4. of my duties in the course of audit of chapter accounts and the
opinion is given only on the basis of information provided by the thnpler There
was nothing on record of the chapter to negate the expression of opinion. None of
the acts done in the course of audit of accounts of the chapter fall in the ambit of
Clause 7 and 8 of Part 1 of the Second Schedule to the CWA Act 1959 The
complaint filed by CMA Mansi Arora against me be Summarily rejected and
filled.

2. CMA Manasi Arora, the complainant, during her tenure had miserably failed in the
performance of her duties by doing the acts such as premature encashment of FDE.
non-claiming of chapter entitlements for the three members” attendance to NCC-2022,
incurring expenditure on her own without approval from any of the competent
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authority, producing minutes of the meeting(s) which are not available on record and
concealing the decision of the managing committee holding her responsible for
recovery of unauthorised amount Rs. 16638 spent by her, challenging the action of
AGM in appointing the auditor, non-submission of rightful claims for reimbursement
ele,

Thus, suitable disciplinary action should be initiated against the defaulters.

. The complainant CMA Manasi Arora be penalised to pay compensation amount of
Rs. One lac to the undersigned for filing frivolous complaint causing mental agony.
mental torture and mental stress o the undersigned.

4. Anv other relief as deemed fit.

Lk

Thanking you.
CMA Davinder Singh Bhatia
Membership no 11897

Unguaote
6. The written statement dated 2™ April, 2024 submitted by the Respondent was forwarded

to the Complainant vide letter No. G/DDVCom-CA(126)(M-32367)2/04/2024 dated 15™
April. 2024. calling upon him to submit a rejoinder in terms of Rule 8{4) of the Cost and
Works Accountanmts (Procedure of Investigations of Professional and Other Misconduet
and Conduet of Cases) Rules, 2007. The complainant, vide his letter dated 29" April, 2024
torwarded his 14 pages rejoinder which is reproduced below in verbatim:

Quote
The undersigned had filed Complaint No. Com/21-CA{12612024 against Shri.
Davinder Singh Bhatia, Membership No. 11897 (Respondent).

The Complaint was filed as the Respondent's following actions falls within the ambit of

professional misconduct under the Act:

I. Being ineligible to conduct such audit as: he has already been held guilty of
professional misconduct.

2. Being ineligible to conduct such audit as: he is auditor not having independence
being Petitioner to one of the Legal suit filed by him against the auditee.

3. Failing 1o exercise due diligence and Gross Negligence in reporting, the audit
opinion and reporting being False. Misleading and Incorrect.

Cur observations on the written statement received from the Respondent are as under:

|. Being ineligible to conduct such audit as: he has already been held guilty of

professional misconduct.
&

2. Being ineligible to conduct such audit as: he is auditor not having independence
being Petitioner to one of the Leeal suit filed by him agzainst the auditee.
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(a) The written statement by the Respondent is a common reply to both S.No. 1 & 2
together. In the written statement Page No.3, para second. the Respondent has stated as
under:

“It is stated that the Disciplinary case against the undersigned has already been settled
on 12-06-2021 i.e. much before the appointment of undersigned as auditor of CFM
Chapter on 19-06-2022. The Disciplinary Commitiee at no stage has held the
undersigned guilty of professional miseonduet. Thus. it is incorrect that the undersigned
has been guilty of professional misconduct.”

Rejoinder to written statement by undersigned:

The written statement by the Respondent is nothing but falsification before the
Disciplinary Directorate / Board of Discipline which has already held him guilty af
professional misconduct in the case in question. The Respondent needs to be further
prosccuted for perjury in view of false statement before the Disciplinary
Directorate / Board of Discipline.

{b) The written statement by the Respondent is a common reply to both S.No. | & 2
together. In the written statement Page Nod4., para one, the Respondent has stated as
under:

“It is proved bevond doubt that the said appointment was done as per rules by General
house along with the consent of the then present President and vice president of the
Institute. nominees of central council and Regional Council 1o Chandigarh Chapter”

Rejoinder to written statement by undersigned:

The written statement by the Respondent is nothing but falsification before the
Disciplinary Directorate / Board of Discipline. The Respondent has falsely stated that
the appointment was made with the approval of the then President / Vice-President
Nominees of Council Member / Nominee of Regional Council, Neither these authorities
are authorized by the Council to give consent or approval to said appointment nor any
such approval was obtained by the CPM Chapter and further that the Respondent has
failed 1o establish his statement by way of any evidence depicting approval by the said
authorities. As such. the undersigned re-iterates that the Respondent was ineligible to
conduct such audit as: he has already been held guilty of professional misconduct
and also ineligible to conduet such audit as: he is auditor not having independence
being Petitioner to one of the Legal suit filed by him against the auditee.

The Respondent needs to be further prosecuted for perjury in view of false
statement before the Disciplinary Directorate / Board of Discipline.

(¢) On the matter that “Being ineligible to conduct such audit as: he is auditor not
having independence being Petitioner to one of the Legal suit filed by him againsi
the auditee.”, the respondent has failed 1o submit any independent written statement. as
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such. the undersigned is unable to offer any eomments, The undersigned reiterates that
the Respondent is guilty of Professional misconduct being ineligible to conduct audit of
CPM Chapter as he was auditor not having independence being Petitioner to one of the
Legal suit filed by him against the auditee.

3. Failing to exercise due diligence and Gross Negligence in i the audit

opinion and reporting being False, Mislcading and Incorrect.
3al Issue of Audit Report on 25.08.2023 for the financial vear 2021-23 hased on

Chapier, the appointment being vl ab-initio.

The Respondent has failed to submit any independent written statement for this para, as
such, the undersigned has no further comments to offer but to re-iterate that the
Respondent has Issued Audit Report on 25.08.2023 for the financial vear 2022-23
based on the appointment obtained through suppression of eligibility as auditor of CPM
Chapiter. the appointment being void ab-initio. as such is guilty of Clause 7 and Clause
8 of Part 1 of the Second Schedule 1o the CWA Act 1959,

3{b) As per para-2 to the Audit Report - Basis of ualifi
by Shri Davinder Singh Bhatia, as auditer the following:

ed opinion, it is reported

(a) Premature encashment of FDR:

“As per the record produced and the explanations given Fixed Deposit Receipt (FLIR)
number 300786617691 intended to mature on 09-11-2023, was inexplicably encashed
prematurely on 20-02-2023 by misrepresenting the facts 10 the sanctioning authority
i.e.. Secretary ICAl Kolkata by Sh Lovinder, Secretary, CHD-PKL-MHL chapter vide
email of 18-12-20217

In the written statement on Page No.6, the Respondent has himself reproduced the
approval by the Headquarter for encashment of Fixed Deposits as well as other
related details. The said details in itself proves that the statement made in the
Audit Report by the Respondent is false. And as such, the Respondent is guilty of
Clause 7 and Clause 8 of Part 1 of the Second Schedule to the CWA Act 1959,

It is re-iterated that the Auditor to audit the financial statement is appointed to
vouch the transactions of the auditee and whether the transactions are duly
approved by the approving authority or not.

In the above case, the auditor himself agrees that the transaction is duly approved
by the Seeretary ICAl who is the approving authority. The auditor in case of
financial audit is not appointed to question the procedure of obtaining internal
approvals and further questioning the integrity of the elected members and the officials
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of the Institute and is bevond jurisdiction. Referring the name of only one of the
individual elected member of the CPM Chapter further shows that auditor is not in an
independent frame of mind rather gives a suspicion of connivance with certain other
persons to bring disrepute to the Committee of CPM Chapter and further that the
financial statements were approved by the Managing Committee and not an Individual
and further that the transactions were approved by the committee and not an individual.

It is further reported by Shri Davinder Singh Bhatia. Membership No. 11897 as auditor
the following:

“In our opinion the said premature encashment of the FDR. withow requisite actual
prior approval of the CHD-PEL-MHL chapter amounts 10 misrepresentation of facts on
the part of the secretary of the chapter and without any actual requirement of funds
leading to financial losses to the Institute.”

The reporting by the Auditor is contradictory and bevond jurisdiction, on the ene
hand he has admitted that there is approval of Secretary, 1CAlL the approving
authority. On the other hand, he has conclu ded that the said transaction is without
requisite actual prior approval.

In view of the above, the Respondent is guilty of professional misconduct, as he has
failed to exercise due diligence and is grossly negligent in the eonduct of his
professional duties and expression of opinion as auditer under Clause 7 and
Clause 8 of Part 1 of the Second Schedule to the CWA Act 1959.

b} Expenditure without a roval - Unauthorised expenditure:

“Against the total expenditure of Rs 1,09.097 incurred on behalf of HQ ICAL for
hosting the seminar under the banner "Tax Evasion and Reforms in India.! at The
Confederation of Indian Industry (CII) on 26.06.2022 only a sum of Rs 94,611 is
received as reimbursement. The remaining amount of Rs 14,486, instead of pursuing
with HQ for recovery is treated as Chapter expense and charged 0 Professional
development account. Besides, it includes an expenditure of Rs 12,000 incurred on
hiring of Media agency (Rs 6,000) and distribution of Gifts (Rs 6000) w Press, which
in our opinion is not a fit charge 1o the Institute expenses.”

“The failure to secure full reimbursement for the incurred expenditure suggests lack
of transparency and effective communication leading to an overstalement of the deficit
by Rs. 14,4867

Written Statement by Respondent
In the written statement on Page No.8 and 9, the Respondent has himself stated:

“That it is the Managing Committee as a whole and not the Chairperson alone
empowered 1o incur the expenditure subject 10 administrative and financial approval of
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the competent authority. In this case the Managing Commitiee of the Chapter had
nowhere approved the event of 26-06-2022 1o be held at wholly or partially expense of
the Chapter.”

Rejoinder to written statement by undersigned:
It is pertinent to mention that Auditor to audit the financial statement 1s appomted o
vouch the transactions of the auditee and whether the transaction is duly approved by
the approving authority or not. The auditor in case of financial audit is not appointed to
question the decision of the Managing Commitiee to incur a particular expense or not.
The Managing Commitiee has duly approved and incurred expenditure on organising
Media Meet as per powers conferred to them by the bye laws and the practices of such
type of organising Media Meets by the auditee as well as its parent Institute. As such.
the comment of the auditor on expenditure related o Media is beyond jurisdiction.

Further, attention is drawn to the minutes of the meeting the Managing
Committee of Chandigarh- Panchkula-Mohali Chapter, ICMAL held on 15th Aug,
2023 (Tuesday) at 12:30 PM, which state as under :

Ihe Chairperson shared the observations raised by the Auditor (received through E-
mail} in the committee meeting and point-wise point detailed discussion was done n
the meeting and appropriate replies to all points are prepared separately.

« Auditor raised few ohservations related 1o some approvals which were missing in the
statement of previous managing committee meeting. It is unanimously decided wo adopt
and approval all the observed approvals by the auditor in the present meeting with
retrospective date.”

“The Program on Tax Evasion and Reforms in India is held at CIl on 26.06.2022 with
the total expenditure of Rs 109097 out of which a sum of Rs 94611 is received as
reimbursement from HQ and balance of Rs 14486 are treated as expense of chapter
The committee approved the difference amount.”

Further, attention is drawn to the minutes of the meeting the Managing
Committee of Chandigarh- Panchkula-Mohali Chapter, ICMAL held on 29th Aug,
2023 (Tuesday) at 8:00 PM, which state as under:

Agenda ltem 1

To finalise, consider and approve the minutes of meeting of Previous Managing
Committee Meeting held on 15.08.2023 though enline mode
Approval of Minutes

There were no ohservations from any of the members of the circulated minutes of
meeting held on 15" August, 2023 and all the members present in the meeting gave
their assent and the minutes of the said meeting were unanimously approved.
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Written Statement by Respondent
In Page No.9 of the written statement by the Respondent, he has now stated that the
minutes dated |5.08.2023 appears to be fake as these could not be

joinder to written statement by undersigned:

The statement by the Respondent is false with ulterior motives to defame the
undersigned. The copy of minutes is also part as Annexure 2 of the Complaint filed
with Disciplinary Directorate. The Director Discipline may launch further enquiries
against the Respondent and the officials of the CPM Chapter who are hand and glove
with the respondent. The undersigned further reserves the right to launch civil and
criminal prosecutions against the present Managing Committee. Respondent and other
officials of the Institute involved in acts of civil and criminal violations in damaging the
records of the CPM Chapter, Needless to say, all records are also available in
electronic mode with all the members of the managing committee.

1anng¢mgnl mmmml, ey Manugmg l.'.ﬂmmltm. of CPM f_hamer, the Auditor

has falselv_reported in the Audit Report to malign the image of the office bearers,
Managing committee, CPM Chapter and the Instituie,

The undersigned reiterates that the Respondent is guilty of pmf"es:uunal misconduct, as
he has failed to exercise due diligence and is grossly negligent in the conduct of his
professional duties and expression of opinion as auditor under Clause 7 and Clause 8 of
Part | of the Second Schedule 1o the CWA Act 1959,

The Respondent needs to be further prosecuted for perjury in view of false
statement before the Disciplinary Directorate [ Board of Discipline.
(e} Overstatement of the Deficit by Rs, 353779:

(a) “An expenditure of Rs. 35,779 was incurred to cover traveling and boarding charges
for three committee members of the institute authorised by the Managing Commillee of
the Chandigarh-Panchkula-Mohali Chapter of cost accountants attending the National
Cost Convention meet at Lucknow. This expenditure was allocated under the head of
Professional Development expenses and consequently charged 1o the Chapter's profit
and loss account.”

“This expenditure was n:l|g1bh. for full reimbursement from the Head office being duly
approved by the managing committee of CHD-PKL-MHL chapter and within the upper
financial limit eligible for reimbursement of these three members. The expenditure was
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not claimed as reimbursement and treated as Professional development charges. leading
to an overstatement of the deficit by Rs. 35,7797

IN THE WRITTEN STATEMENT _ON PA E N0 AND 11, THE
RESPONDENT _HAS TAKEN A U-TURN ON HIS COMMENTS HAS MO
STATED TH H EXPENDITURE 1S CORRECT.

THIS IN ITSELF PROVES THAT THE RESPONDENT AUDITOR OF CPM
CHAPTER) 1S NOT OF REASONABLE OR SOUND MIND REQUIRED TO

ACT AS AUDL O,

. amount of Rs3577T9 was reimbursed _to certain Managing Committee
ter. However, the same has not been reimbursed from H :
and in the opinion of the res ondent (auditor) the similar amounts were re uired
cimbursement from HO. In the opinion of the undersi ned, the same amount is
not fully reimbursable from HO and as such requires récovers from concerned
Members. Taking a U TURN by _the auditor 1o AVOLD
RECOVERY _FROM CERTAIN MEMBERS OF MANAGING COMMITTEE

ives suspicion of ille ratification by the officials of the Institute

has falsely reported in
Managing committee CPM Chapter and t

ndent is contradictory and ais such the Res
art 1 of the Second Schedule 0 the CWA Act

pirtin

guilty of Clause 7 and Clause 8 ol
1954

{b) Misuse of Position

= Another expenditure of Rs. 16,638 has been charged to the Professional Development
expenses under the pretext of the NCC meet in Lucknow, attended by CMA Manasi
Arora.”

“In this case both the essential financial and administrative approvals from the
competent authority are not produced in the course of audit. As per the record a ailable
only threée persons as authorised by the Head CQuarier ICAl vide email communication
dated 25-04-2022 10 attend the program OR institufe expense Were sponsored 10 e
Head Quanter which did not include the name of Manasi Arora.”

Com/21-CA(126)/2024

Kodkatn Odfic kb BR fi o E th - TD00AE | Naldes OMies: CMA Bhawan, L83 Caclod - 6 ida - 20300



AT A

.’,;:?P!dﬁfﬁ%\ ICMAI ]

: ¥ *‘ THE INSTITUTE OF {CMA
. | - COST ACCOUNTANTS OF INDIA

5 Headquarters:
'é-.#};}_;_ #; AT @Td dETER 92 [H CMA Bhawan, 3, Institutional Area

Statutory Body undar an Act of Parlament Lodhi Road, Mew Delhi
et s o kx i i-110003
jurisdiction of Minkstry of Corporate Affains) Website: www.icmai.in

“In the course of audit it is revealed that a sum of Rs 16.638 is charged w professional
Expenses by crediting the amount 10 Head quarter ICAl without amy supporting
documents on record. On inguiring the authenticity of expenditure, it is revealed that
expenditure pertains o Manasi Arora for her unauthorised attending the NCC Meet al
Lucknow and HQ 1CAI having met the expenditure at the initial stage is now charged
to CHD-PEK.L-MHL chapter.”

“This act on the part of Manasi Arora for attending the NCC meet in her personal
capacity and putting the expenditure 1o the chapter without valid authorisation has led
w0 a consequential overstatement of loss by Rs. 16.638. This expenditure is out of the
norms and is recoverable from the person incurring unauthorised expenditure.”

Written Statement by Respondent

The Respondent in his written statement on Page No. 11 states that:

“The above referred was my opinion. In case it was not acceptable by the complainant
or other members, they were at liberty to raise their observation and recorded in the
proceedings of the Annual General Meeting. But nothing so happened. Thus, this pan
of the complaint being frivolous needs to be set aside.”

Further on Page No.12, the Respondent states that he is not aware whether the
event NCC-2022 was attended by the Complainant or not.

Reioinder to written statement by undersi neil:

MENT ON PAGE NOL11 THE RESPONDENT HAS
o IRTHER THE CURRENT
.‘iT:\TEﬂNT BY RESPONDENT IS ALSO INCORRECT IN VIEW (F THE
FACT THAT SUCH EXPENDITURE DOES NOT _FALL WITHIN THE
PREVIEW OF ANNUAL GENERAL MEETING.

The statement by the Respondent that he is not aware whether the event NCC-2022 was
attended by the Complainant or not further strengthens the contention of the
undersigned that the Auditor is not competent, as though not being sure of attending or
aot the event by undersigned. he has offered comments by name against the
Chairperson in the Audit Report and asking for recovery, without being aware of the
{acts.

The Respondent has further failed to auw it the records diligently, as THE
UNDFERSIGNED HAS NOT CLAIMED ANY EXPENSE IN RESPECT OF THE
FVENT IN OUESTION NCC-2022. Thus, asking for _reimbursement is
unjustified.
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This is further contradictory to Para 3(a) wherein recovery of Rs.35779 was required
from the Managing Committce members (namely, CMA Aman Kalra, CMA Geeta
Dhingra and CMA Bhawna Sharma) who had claimed that amount in Cash from
Chapter funds. And. as auditor taking U TURN in that recovery is suspicious action on
the pant of respondent (auditor). Moreover, not reflecting their names in the Audi
Report strengthens the suspicion of malafide actions and malafide intent.

THIS IN ITSELF PROVES THAT THE RESPONDENT (AUDITOR OF CPM
CHAPTER) 1S NOT OF REASONABLE OR SOUND MIND REQUIRED TO
ACT AS AUDITOR.

The reporting is contradictory to the approval given by the managing Committee
in_its meeting held on 15" August, 2023 to discuss the auditors
comments. Despite, having been shared with the management comment, i.c.,
Managing Committee of CPM Chapter, the Auditor has falselv_reported in_the
Audit Report to_malign the image of the office bearers, Managing commitice

CPM Chapter and the Institute.

The reporting by the Respondent is contradictory and as such the Respondent is
guilty of Clause 7 and Clause 8 of Part 1 of the Second Schedule to the CWA Act
19549

Attention is drawn to the minutes of the meeting the Managing Committec of
Chandigarh- Panchkula-Mohali Chapter, ICMAL held on 15th Aug, 2023
{Tuesday) at 12:30 PM, which state as under :

[he Chairperson shared the observations raised by the Auditor (received through E-
mail} in the commitiee meeting and point-wise point detailed discussion was done in
the meeting and appropriate replies 10 all points are prepared separately.

“The expenditure of Rs 35779 and Rs. 16638 is incurred under the head Professional
Development expenses 0 CMA Aman Kalra, CMA Geeta Dhingra. CMA Bhawna
Sharma. CMA Manasi Arora for attending NCC meet at Lucknow. The auditor
suggested that same expenses need to transferred o HQ as the reimbursement of the
same already send to HQ, so it cannot be considered as expenses of chapter. Thus. the
committee decided to wransfer the above-mentioned entry to HQ account in current FY
2023-24.7

“And also, committee approved that, the difference amount of claims send to HO
and approval amount will be bear by the chapter.”

“Auditor raised few observations related to some approvals which were nussing in the
statement of previous managing committee meeting. It is unanimously decided 1o adopt
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and approval all the observed approvals by the auditor in the present meeting with
retrospective date.”

Further, attention is drawn to the minutes of the meeting the Managing
Committee of Chandigarh- Panchkula-Mohali Chapter, ICMAL held on 29th Aug,
2023 (Tuesday) at 8:00 PM, which state as under :

Agenda ltem 1

To finalise, consider and approve the minutes of meeting of Previous Managing
Committee Meeting held on 15.08.2023 though online mode

Approval of Minutes

There were no observations from any of the members of the circulated minutes of
meeting held on 15" August, 2023 and all the members present in the meeting gave
their assent and the minutes of the said meeting were unanimously approved.

‘omments of undersigned on Other Matters of the Complaint:

With reference to the reporting of an individual name in auditor opinion, It 1
pertinent to mention that the affairs of the any Chapter of the Institute of Cost
Accountants of India are managed by the Managing Committee of the respective
chapters in accordance with Chapter Bye-Laws issued by the Institute. No individual
Committee Member has any independent standing in Chapter matiers.

The reporting by the Auditor herein is based on personal vendetta against the cenain
members of the CPM Chapter as well as the officials of the Institwe - the Institute
which had held him guilty of professional misconduct. Reference to the individual
name of the one of the members of CPM Chapter as well as comment 15 bevond
jurisdiction of the auditor,

It is pertinent to mention that Auditor o audit the financial statement is appointed 1o
vouch the transactions of the auditee and whether the transaction is duly approved by
the approving authority or not.

That depicting personal name of one of the office bearer in the Audit Repont in itself is
against accounting principles. Various formats notified under Companies Act, Banking
Act. Various other Statues, Formats for Educational Institutions & others approved in
the Guidance MNotes require reporting depicting Accounting matters only and not
personal names.

Thus. the above is a clear case of violations of accounting standards. accounting
principles and practices, and as established above, the reporting is with malafide intent.

The Respondent has failed to offer anv comment in_the writlen statement in
respect of matters referred in above paragraphs,
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In view of the above, the Respondent is guilty of professional misconduct, as he has
failed to exercise duc diligence and is grossly negligent in the conduct of his
professional duties and expression of opinion as auditor under Clause 7 and
Clause 8 of Part 1 of the Second Schedule to the CWA Aet 1959,

Unguote

Investigation and Analysis

{(a) A notice dated 1* July, 2024 issued under Rule 8(3) o CMA Manasi Arora, raising six
queries by the Disciplinary Directorate and requiring submission of a response within
a period of seven days. In compliance thereof, CMA Manasi Arora, vide letter dated
1™ July, 2024 submitted her reply to the said notice. The queries raised and the

responses thereto are reproduced hereunder:

[s. Nol] © Query - I Response

e - — _—

As per Clause 26(2) { Accounts and Audit) of!

‘ ;iﬂ'ust Accountants Chaplers Bye-Laws 2019-
flAS the Cost tant's U - .l
‘ e I|:'hﬂl::lmmll'l'hn-.: aceounts of the Chapter shall be audited)|

1 [ .. -.|. = ’ 1
: :il.*r'_n.-.': laws. 2013, as amended forml, . .or by the auditor who shall be a cost
[time to time. who can audn 'hefiu-i.'uuunmm in practice appointed for the|
I . . i | : -
taccounts of the Chapters? !lpurpﬂﬁu The auditor should not be a member|
|

fof the Managing Commitiee

| |! __|| l
I

1I|As per Clause 18 (General Hn:»:iing:-;i of

How is such an auditor to audit the  /Cost  Accountants Chapters Bye-Laws
r )
!E.L‘H:I]Llnl‘.-i of the Chaplers clected? 2019, an auditor is to be appointed in the

{
e ]
il

. H‘a’v’hat are the disqualifications, if any for being appointed as an auditor of

| o :
:|s"n1mml General Meeting. ,

Chapters?

o la

- As per Clause 26(2) (Accounts and Audit) of Cost Accountants Chapter Bye-Laws

2(19- The auditor should not be a member of the Managing Commitiee.

For additional disqualifications. references have o be drawn to the ICWA Act &
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’| Regulations, matifications of the Institute,

Auditor appointments for Cost_Audit,

Companies Act and other relevant provisions

|:- Reference is drawn 1o the Section 9(4) of the ICWA Act, 1959 which provides that -||
No person who has been auditor of the Institute shall be eligible for election to
the Council under clause (a) of sub-section (2) for a period of three years after he
ceases 10 be an auditor..

The intent of the legislature is clear that there has to be independence

l between Management Auditee and the Auditor. In the Instant case, CMA

CPM Chapier) durin '
| the vear 2019-20 and Elected (subseguently removed) Managing Committee
!. Member
Wit Petition No. 4895-2020 in_ Punjab & Harvana
w FY 2022-23.

| Davinder Singh who was the Chairman of the Anditee

H19-23) and was in litigation with the Institute a- Auditee in Civil

Court  wias

not independent as Auditor fi

l.  Reference is also drawn to the Clause 19(2). Proviso (b) of Cost Accountants|
Chapters Byve-Laws 2019 which provides that - He has been auditor of the
| Institute inwhat so ever capacity during the last three vears.

The intent of the lepislature is clear that there has to he independence |

| between Manazement/Auditee and the Auditor. In the Instant case. CMA

| Davinder Sing

who was the Chairman of the Auditee (CPM Chapter) during

the vear 2019-20 and Elected
| Member (2019-23
i Writ  Petition  No. 4895-2020

suhsequently removed) Managing Commitiee|

and was in litipation with_the Institute a- Auditee in Civil

in Punjab and Harvana High Court was

not independent as Auditor for FY 2012323,

i| Reference is also drawn 1o the Notification Mo, G TS 1112169 dated 10121969,
issued by the Institute of Cost Accountants of India stating as under
| In exercise of the powers conferred by clause (2) of Part 11 of the Second Schedule|

1w the Cost and Works Accountants Act. 1939, the Council of the Institute of Cost
e
s ,‘__l-'l L]

L5
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and Works Accountanis of India specifies that a member of the Institute :hEIT'
H be deemed 1o be guilty of professional misconduct if he accepts appointment as |
| costauditor of a company. while he:-
| fed 15 an oflicer or emplovee of the company: or
¢hy is a partner. or is in the employment. of an officer, or employee of the
company or of the company’s auditor appointed under Section 224 of the
Compames Act. 1956 or
el is indebted to the company for an amount execeding one thousand rupees. or
has given any guaraniee or provided any securty in connection with the
indebtedness of any third person 1o the company for an amount exceeding one
|| thousand rupees | or I
( el 15 a director or member of a private company. or 15 a partner of a firm.
|| which 15 the managing agent or the scerctaries and treasurers ol the
COMPAny: or
fed 15 a director, or the holder of shares exceeding five per cent in nominal
| valug ol the subsenbed capial. of any body corporate which 15 the
managing agem or the sceretarics and treasurers of the company
ifi is an emplovee of any of the partners of a firm of Chantered Accountants
who is are auditor(s) of the company appointed under Section 224 of the

Compames Act, 1956

The intent of the lesislature is clear that there has o be independence

| between Management Auditee and the Auditor. In the Instant case. CM LY

| Davinder Singh who was the Chairman of the Anditee (CPM Chapier) during
the vear 2009-200 and Elecied (sulise

venily removed ) Manasins 'L'unl'slmiiluu:i

Member (2009-23) and was _in_litigation with the Institute ft Auditee in

Civil Writ Petition No, 4895-2020 in Punjab & Harvana High Court was not
| independent as Auditor for FY 2022-23,
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F'.:.!L"I.‘LI'IU. is also drawn to the [L:um])ﬂlllﬂ*t Act. 2013, appointment of auditors,
| Section 141¢3) and Rule 10 of Companies (Audit and Auditors) Rules. 2014]:|

The following persons shall not be eligible for appoiniment as an auditor af u!
|

company, namely:

(a) "abody corporate other than a limited liability partnership (LLP) registered

| under the Limited Liability Partnership Act. 2008
| (b an officer or employee of the company .
Explanation
' As per Section 2(39), 'Officer’ includes
‘ = Any director;
+  Manager:
. » Kev managerial personnel (KMP); or
«  Any person in accordance with whose directions or instructions the Hi'.ll]ii
or any one or more of the directors is or are accustomed 1o act.

| As per Section 2(51), 'Key Managerial Personnel’. in relation to a company. |

I MAELIns.

«  the chief executive officer (CEQ) or the managing director or the manager;

-

the company secrefary: |
the whole-time director; |

the chief financial officer (CFO); and

| =+ such other officer as mav be prescribed. Like Chief Operating Officer (COU),
i elc. |
| (¢) a person who is a partner, or who is in the emplovment (emplovee). of an|

officer or employee of the company:

{d) aperson who, or his relative or partner It

(i) is holding any security of or interest in the company or is subsidiary.,

| or of its holding or associate company or a subsidiary ol such holding |

. 2 T
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I company: Provided that the relative may hold security or interest in the |

company of face value not exceeding one thausand rupees or such sum as ma}'|
be prescribed:

i) is indebted to the company. or its subsidiary. or its holding or associate

o 1 ; ' . [
company of a subsidiary of such holding company. in exeess of such amount

as may be preseribed: or

(iii) has given a guarantee or provided an) security in connection with thej

. indebtedness of any third person to the company. of its subsidiary, or ils

|| holding or associale company or & subsidiary of such holding company, lor)

| such amount as may be prescribed:

{e} a person or a firm who, whether directly or indirectly. has business |
relationship with the company. or s subsidiary, or its holding or uwrci;un:'
company or subsidiary of such holding company or associate company of =.u=.|1.

nature as may be prescribed:

() a person whose relative is a director or 15 in the employment of the compant as
a director or key managerial personnel: -

(g) aperson who is in full ume emplovment elsewhere or a person or a pariner of :I.||
firm holding appointment as its auditor. if such persons of pariner is @ the dae
of such appointment or reappointment holding appointment as audinor ol more
than twenty companies:

|{h1- A person who has been convicted by a court of an offence iui'l'ﬁl'll‘-'-ll'lg“

fraud and a period of ten years has not clapsed from the date of such

| conviction. |
(i) any person whose subsidiary or associate company or any other form of entiry
| is engaged as on the date of appeintment in consulting and specialised services|

as provided in section 144,

h The intent of the legislature is clear that there | has 10 _be independence hetween |
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Manp_g-:nmn1:ﬁudi_1€u:___:;nd the Auditer. In the Instant -::_&1:11-- CMA Davinder Singh

who was the Chairman of the Auditee (CPM Chapter) during the vear 2014-20) and |

Elected (subsequently _removed) Managing Committee Member (2019-23) and

was in litigation with the Institte & Auditee in Civil Writ Petition No. J8495-2020|

in Punjab li: Harvana High Court was not independent as Auditor for FY 2022-23 |

Facts related to Respondent with regard to his clash of interest in view ol
‘ above legal references:

| Clause 10 of the Chapter Bye-Laws provides as under :

| “Provided further that no Member after becoming the Chairman of ‘A’ categor

Chapter, Council Member or Regional Council Member (past or present what so

ever the case may be) shall be entitled 10 contest the Managing Commitiee

election.”

| However, Shri. Davinder Singh Bhatia. Membership No. 11897, against the rules, i”".
| connivance with CMA Lok Nath Aggarwal, the Ouigoing Chairman (2018-19) and|

Election officer of the CPM Chapter, conmtested the elections to the Managing
‘ Committee for the period 2019-23 in an illegal manner, and the said Managing/
‘ Committee elections were set aside by the Institute of Cost Accountants ol India. |
the parent body of the auditee. Further, the said auditor Shri. Davinder Singhj
Bhatia, Membership No.11%897 and CMA Lok Nath Aggarwal, the ﬁ}mg.mng“
Chairman (2018-19) were held guilty, in addition to the Election officer in the

proceedings initiated by the Disciplinary Directorate of the Institue

12.06.2021 decided as under:

“After considering the facts and circumstances of the information and 1Im:|!
]
]

|
responses received from the respondent and the supperting documents, we are of|

Com/21-CA{126)/2024

Kolkats Office: CMA Bhawan, 12, Suddar Street. Kolkata - 700016 | Nolda Office: CMA Bhawan, C-22, Secior—67, Moda - 201309




¢ ICMAI 2 CMA

=
= |
£
©

)

: THE INSTITUTE OF X
' COST ACCOUNTANTS OF INDIA Headauarters

m m m W CMA Bhawan, 3, Institutional Area

Statutory Body under an Act of Pariiament Lodhi Road, New Delhi - 110 003
{Under the jurisdiction of Ministry of Corporate Aftairs) Website: www.icmai.in
j e —— - —
1S ."'-'n.|| Query Response
- 4—; — —===
member and thereby tarnished the image of the profession thereby bringing
disrcpute to the profession as a result of his actions notwithstanding that it was )|
not related to his professional work and therefore Shri Davinder Singh Bhatia, |

respondent is guilty of contravention of Clause 2 of Part 1V of the First Schedule |
of the CWA Act, 1959 and pass the following Order under Sub Section 3 of]
Section 21A of the CWA Act, 195%: (a) Reprimand the member, (b) Impose a fine|
of Bs. 1000 { Rupees one Thousand) only which is to be paid 1o the Institute w i1||i:nl
| 30 days from the date of service ol this order”

| 1t is further submitted that:

|| (1) Shr Davinder Singh Bhatia. Membership Moo ERYT, got imself elected as the
Chairman of the CPM Chapter for the vear 20019-20 also in an illegal manner and
was removed from the smd position by the Institute of Cost Accountants of
India, the paremt body of the auditee. As such, he was not having an independent |

| frame of mind as he was having personal vendetta against the auditee and the

parent body of the auditee.

| (11) Shn Davinder Singh Bhatia. Membership No 11897 was held gyjlty ol

| professional misconduct by the Board of Discipline of the parent body of the

i auditee in its Order Ref. No. Inf21-CA(72)2020 daed 12.06.2021 and was held
gy of contravention of Clause 2 of Part IV of the First Schedule ot the
CWA Act, 1959 and was Reprimanded and fine was imposed on him™ As such.
he was not having an independent frame of mind as he was having personal
vendatta against the parent body of the auditee .

(iii)Shri Davinder Singh Bhatia, Membership No.11897 filed a Jegal sujt in the |
Punjab 1t Harvana High Count a1 Chandigarh against the parent body of the||
auditee, the Institute of Cost Accountants of India. Civil Writ Petition No, 4895-
2020 in respect of his removal as Chuirman of the audiee. As such. he was not|

| having an independent frame of mind as he was having personal vendetia ugzlilml'|

|
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the parent body of the auditee,
Further, As per Standards on Auditing: SA200; Overall objectives of the

the auditor has to comply with relevant ethical

independent  auditor,

+ ' = . . . . |
| requirements. relating to financial statement audit engagements including those|
I

.
pertaining to independence.

| The auditor should be independent not only in his mind but also in his
appearance. The relationship between the auditor and his cliem should be such
that. he should himself satisfied about his independence and. no unbiased)
person would be forced to the conclusion that. on an objective assessment of]

the circumstances. there is likely 10 be an abridgement of his independence

[How was CMA Davinder Singh, respondent in the instant case, appoinied as the!

4
' |a1_|d|mr of (hamhi.zu-h Panchkula-Mohali l.l.’.‘l""u.i] Chapter?

- As per Clause 'IH (Gieneral Mectings) of Cost Accountants Chapters Bye-Laws
2019, an auditor is to be appointed in the Annual General Mecting

- The Annual General Meeting for the vear ended 317 March, 2022 was held on
19.06.2022 (Copy of AGM notice atached as  Anmnexure A%
Rel Mo . CPCCA2022-23/01 dated 03-06-2021I)

- As per the Statement of the Oiliciating Chairman - CMA Aman Kalra i the
Managing Committee Report annexed to the notice of Annval General Meetng |

| for the vear ended 317 March, 2023, Mis Davinder Singh Bhatna & Co. was

appointed as the auditor in the last AGM. (copy anached as Annexure " B")

= Asthe last AGM was held on 19.06.2022, the respondent is supposed to have been ||
appointed in the same AGM. No formal documents of appoiniment are available '

with the undersigned

Please provide documenis ~of thel - Refer n.-.ﬁ;m:n.se in 5.No. 4 above

|
respondent’s appointed as the auditor) - Copy of documents  annexed as)

| 5

“ b | Annexure “A"” and Annexure “B”
L ]
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: | 'iTh-: Respondent has conducted the audit
. For which period did the respondent
r:r:nndun:t-:d audit of CPM Chapter?
|

lof CPM Chapter for the financial yearl
202223,

(b} A notice dated 1* July, 2024 issued under Rule 8(5) 1o CMA Davinder Singh Bhata,

L

raising nine queries by the Disciplinary Directorate and requiring submuission of a

response within a period of seven days. In compliance thereof, CMA Davinder Singh

Bhatia. vide letter dated 11™ July, 2024 submitted her reply to the said notice. The

queries raised and the responses thereto are reproduced hereunder:
Iiii"ﬂcr. | Query Response '
I - I x'ua u_]'upminlud auditor of the CPM|

|i-_-l1;1|1~1-.-: in its Annual General Mecting|

How were vou appointed as Ih|=:|I
!
| 1

[
held on 19-06-2022 by the members il

|

thie presence of complainant herself along)
auditor of Chandigarh-Panchkula-
(Mohali (CPM) Chapter?

|'~'~iti1 twir Central Council members and)

flope NIRC member CMA Rakesh Bhallaf

i 1]
ICMA Balwinder Singh, Vice President]]

nd President respectively of the nstitute

!innrj CMA  Anil Sharma nominee  of]
INIRC. |
' || = m..u_t DY :r:'l':'u; minutes of the "'.l'r"-.'l_l-l.n.'I-.J-
|Please  provide  the  relevant
\documents in connection with 3.'1.'.-l.:r;i
| 2 | ppointment

as

on 1 9=06-2022 -|-|‘|-:'“'.',1 with sticndance]
an

auditor

sheet wherein my  appointment ‘-"‘i
::r||
IChandigarh-Panchkula-Mohali

auditor is approved by the General)
. house is enclosed @ Annexure-1]
((CPM) Chaper?
(Page |==)
| |
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‘ 5. Mo, |I Query ) Response

| || by Annual accounts of the vear 2022-13|
along  with  relevant  record  were
forwarded  for  awdin w the

undersigned by the {.'Iw.irpn:nnr:-i

CPM Chapter vide email dated 08-08-|

| 2023, Copy enclosed a  Ann-2|
|

. (Puges).
| N I —
| Please mention the Financial Year in | was appointed as the statutory auditor)

3 |which vou were appointed as thejol the chaper for and in the Fimancial

statutory auditor of the Chapter” I‘L’car 2022-23

| s WP g i ™ v

' [The appoimiment of an awditor of Ili-.'i
1 |

chapter 15 govemed by Chapler byve law)

(g 2602 of the Chapter byelaws 2019 ill:i
force at the time of my appoiniment. | he
only  disqualification laid down in the
said bve-laws for appointiment of auditor]

Is there any disqualification(s) as per| .
||:.:-'1 that the auditor should nm be o

\the Cost Accountants” Chapters Bye- _ _ ] I
|n‘u.‘|11h|.'r of the Managing Committee. 1f

4 [laws, 2013, as amended from time to)| L :

. ) . ) _|lwas not a member of the Managing)

(time, for appointment of an auditor] '

Lomiminiee

The said byve-laws are reproduced here)

lof a Chapter?

below for ready reference:

{("The accoums of the Chaper shall be

faudited cvery year by the auditor who)

I : : e |
!!.ulu!ll be a cosi accountant m prachoe)

"
[appointed in the Annual General Meeting)
i |
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8. No. Query Response
. | e
for the purpose. The suditor should not
|‘ be a member of the Managing]
| Committee”.

. . _ : ]
I| : The onlv disqualification iL.I;-IJ- down in)
| the said bye-laws for appoiniment off
,l s EII’ ves,  please  state  thosefauditor is that the awditor should not be |I
| _:!disquaﬂl‘lt'ﬂ[jﬂﬁ:#. lmember of the Managing Committee, Ii

|
i | was not o member of the k];|||;:;;|]:r-;|
i (IC omminee.
I _ o I Jl:i-|:'Tl_"|I1E'I|IL'-\.| '|'-]|-|I: the |._--.|||!.'|.TI,|.:-|..:‘-

| ldown gualification as mentionesd al deil
| (4) above. Following the above the

.

' :LII11J*."F"'~IL_‘TJ'.:I.J duly fulfils the laid -.Jn-.'.ﬂ;
| | flemterna and was not subjected W -.|:_*.E
: | tdisqualifications as explained below in
| etail;

Were you subjected to any of such Requirements and lulfillments - The

b !rﬂimuﬂliﬁﬂmlﬁtls- if  any, asaccounts of the Chapter shall be audited)
| !|Fﬂﬂ‘ﬂliﬂﬂﬂd in (4) above? every vear by the audior '
ay who shall be g cost gecountint in

S A LR

The undersigned is a full time Ot !-IJE'

holder sinee (6-02-20017 in the name||

and stvle Davinder Singh Bhatia and)|

eo.. Registration no 001218 (l

| b) Appointed in the Annual {i-::un_'T;LIiI

|8 ! | |
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| 8. No. Query Response

Mecting for the purpose:  The

—— ===,

| appamtment was done by the General)

| ([ howse o the AGM of the CPh
chapter held on 19-06-2022 whercing
; the complainant was also present. ;
| ¢) The auditor should not be a member]
I of the Managing Committee

(The undersigned was nol a member ol

the  Managing commiltee of CPM

ili" hapter. |

— l—-—

HEﬂSE mention the name of w:rur (The assignment was awarded to my ||r|1|

|

7 f;ﬁm'l which took up the assignment oflin the name o Davinder Simgh Bhatia
1
'| Jaudit of CPM Chapter. B andl ¢o N
| ||1:. audnn report dated :"_'«.-[]'{ M2 wust
| ' ,!.-iuhlniltn:::.i by the undersigned 1o lhu.'!

i’:1mr1::~_-j|1u committee of the CPM -.']1;Lp:-l-.'ri:
|

: '1|1|-.1||u.'1 s surendrs Prosad.  Assistan]
(When did wou submit vour audit

ICoordinator.  CI'M Chapter. In  this
8 |report and to whom was the report|

(submitted?

-

connection Emall of 26-08-2023 m '.|:1r|-1|
(Page-6) addressed to the CPM f_'h:m-u.-al
|l.i'| ndigarhadicmaian with copy o
|| |

!"'1..:|.'.'1,'1.'|:_'. rIcmalan and|

||1'L|:!|;|11-..'1:.L!in:::h|r e in refers I
il

Did wvou receive any '-\TJ"[IEHEI:"-'U wrilten objection/remarks from any

S : I . -
9 jobjection’remarks from any of thelof the members of the Muanaging

members  of  the  ManagingiCommitee of CPM Chapter or anv other]

i i
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K. No. | B Query |L Response JI

i | Committee nfCP.‘m-i--L'.'h::i:ier on }'ut!rﬂsnun:-hu-l af the CPM chapter  onl

| (submission of your audit report? |submission/cireulation  of  my  awdij
report
' |'ihq.' notice of Chapter's Annual General|

consider und  adopt  oudited  snnwal

Mecting. including the agenda em (o

aceounts of the chapter [or the vear 202.2-
23 10 be held on 15-10-2023 was duly|

||.;1|'¢_'u|.|11;|;i by the CPM Chapter vide :ler:

No., CPCCAR023-24/0L Dated: (12-09-|

(2023, The annual sccounts including thej

I audit repord, withoud Ay
]

‘ comments'remarks.  was  upanmimous|y
| ‘i“r'i"ruwd by the General house of CPM|

(Chaprer vide agenda iem no 2

|
ol s

(Annual General meeting held on 15-10-

2023, Copy ol the proceedings ol AGM|

dated 15-10-2023 placed as Ann-4 {Page
7-9) For ready relerence.

Mhus. ne objection/remarks on the Audit|

((Report from any of the members of they
. .
|

Managing Committee/CPM chapter,
|

{¢) Upon consideration of the replies submitted by the Complainant and the Respondent in
response 1o the notices issued under Rule 8(5) of the Cost and Works Accountants

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

/.j"c},:m-
L= -
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Cases) Rules, 2007, read with the documents furmished by both the parues. the

following facts emerge as undisputed:

a) It is not in dispute that the Respondent was appointed as the audior of the
Chandigarh-Panchkula-Mohali (CPM) Chapter in the Annual General Meeting held
on 19.06.2022 for conducting the audit of the accounts of the Chapter for the
financial year 2022-23,

b) It is also not in dispute that, at the relevant time, the Respondent was a Cost
Accountant in Practice holding a valid Cenificare of Practice and was not a
member of the Managing Committee of the CPM Chapter,

¢} Both parties have relied upon Clause 26{2) of the Cost Accountanis Chapters Bye-
Laws, 2019, which provides that the accounts of a Chapter shall be audited by a
Cost Accountant in Practice appointed in the Annual General Meeting and that
such auditor should not be a member of the Managing Committee. Further, no
provision of the said Bye-Laws prescribing any additional disqualification for
appointment of an auditor has been brought on record by either pany.

d) It 1s an admitted position that the annual accounts and relevant records ol the
Chapter for the financial year 2022-23 were forwarded to the Respondent by the
Chapter for the purpose of conducting the audit.

¢) It is further undisputed that the Respondent completed the audit and submitted his
Audit Repont dated 25.08.2023 10 the Managing Commitltee of the CPM Chapter.

f) It is also not disputed that the audited annual accounts along with the Audit Repon
were placed before the Annual General Meeting held on 15" October 2023 and
were adopted by the General House of the Chapter,

g It is further bome out from the material placed on record that no written objection
or remarks against the Audit Repon were submitted by any member of the
Managing Committee or by the Chapter prior to the adoption of the audied
accounts in the Annual General Mecting.

8. Comments of the Discipline Directorate
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a) The Dhsciplinary Directorate has carefully examined the complaint. the wntten
statement filed by the Respondent. the rejoinder submitted by the Complainant, the
replies furnished by both the parties pursuant (o the notices issued under Rule B(5) of
the Cost and Works Accoumtants ( Procedure of Investigations of Professional and Other
Miseonduet and Conduet of Cases) Rules, 2007, along with the documents and other
material available on record.

b

The principal allegations levelled by the Complainant are that the Respondent was
meligible to undertake the audit assignment. lacked independence on account of
pending litigation involving the Chapter. and issued a false and misleading audit report,
) Insofar as the allegation regarding the Respondent's appoiniment is concerned, the
material available on record reveals that the Respondent was appointed as the auditor of
the Chandigarh-Panchkula-Mohali (CPM) Chapter in the Annual General Meeting held
on 19" June, 2022, in which the Complainant herself admittedly participated. It is also
an undisputed fact that, on the date of his appointment, the Respondent was holding a
valid Cenificate of Practice and was not a member of the Managing Committee of the
Chapter. Clause 26(2) of the Cost Accountants Chaplers Bye-Laws, 2019 stipulates
only two essential eligibility conditions for appointment as the auditor of a Chapter.
namely, that the auditor shall be a Cost Accountant in Practice and shall not be a
member of the Managing Commitiee. No provision of the Cost Accoumants Act, 1959,
the Rules framed there under or the Cost Accountants Chapters Bye-Laws, 2019 has
been brought on record to demonstrate that pendency of litigation with the Chapter or
an earlier disciplinary order constitutes a stanntory disqualification for appoiniment as
the auditor of a Chapter.
dj The responsibility 1o venify the eligibility of the proposed auditor to be appointed
primarily rested upon the appointing authority, before placing the appointment before
the General Body for approval. No material has been placed on record 1o establish that
the Respondent fumished any false declaration, suppressed any material information. or

misrepresented his eligibility for the audit assignment. Moreover, the disciplinary order
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relied upon by the Complainant was admittedly available on the official website of the
Institwte and was in the public domain. In the absence of any statutory obligation
requiring separate disclosure, non-disclosure of the information already available in the
public domain cannot be construed as suppression of a material fact by the Respondent.

¢) With regard to the allegations relating to the correciness of the audit observations. it is
observed that the dispute substantially arises from differing interpretations of the
financial records, approvals and supporting documents maintained by the Chapter. The
duty of an awditor is 1o examine the records made available to him and to express an
independent professional opinion based upon such examination. Unless it s
demonstrated by cogent evidence that the opinion was rendered without examining the
relevant records, or that the auditor knowingly recorded false findings or acted with
deliberate disregard of material facts, a mere difference of professional opinion cannot,

b itselt, constitute professional misconduct.

) In the presem case, the Complainant has disputed several observations made by the
Respondent in his audit report. However, the Respondent has fumished detailed and
reasoned explanations in support of each of his audit observations. It is further bome
out from the record that the audit report. after its submission, was placed before the
competent authority of the Chapter and the audited financial statements. along with the
audit report, were subsequently placed before the Annual General Meeting, where they
were duly adopied by the General House. Significantly. no contemporanecus written
objection, dissent note or adverse comments from the Managing Commitiee or any
member of the Chapter against the audit repon prior 1o its adoption have been placed on
record. If the Management had considered the audit report 10 be factually incorrect or
professionally deficient. it was open to the Management to seek clanfications from the
auditor, record its objections or withhold adoption of the audited accounts until such
issues were resolved. No such course of action appears o have been adopled.

g} The mere fact that certain audit observations were adverse to the Complainam or other

office-bearers of the Chapter. or that the Complainam disagrees with the conclusions
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recorded by the Respondent, cannot by itself constitute professional misconduct. An
auditor is expected to express an independent opinion based upon his examination of
the records, and such opinion cannot be subjected 10 disciplinary scrutiny merely
because it is unfavourable to a particular individual or is subsequently disputed by
persons affected by the audit observations.

h) In view of the above comments, the Directorate is of the considered opinion that the
materials submitted in support of the allegations made by the Complainant do not. at
this stage, establish any prima facie case of professional or other misconduct against the
Respondent under the provisions of the Cost Accountants Act, 1939, lhe dispute
essentially relates to the correctness of the audit observations and the professional
opinion expressed by the Respondent. In the absence of cogent evidence establishing
gross negligence, lack of due diligence, deliberate falsification of records, or any other
conduct amounting to professional misconduct, initiation of disciplinary proceedings
against the Respondent is not warranted.

9, Findings and Order of the Board of Discipline

a) The Board has carefully considered the complaint, the written statements filed by the
Respondent, the rejoinders submitted by the Complainant, the documents placed on
record, the investigation conducted by the Director (Discipling), and the Prima Facie
Opinion of the Director { Discipline).

b) The Board notes that the principal allegations against the Respondent are that he was
allegedly ineligible to be appointed as the auditor of the Chandigarh-Panchkula-Mohali
(CPM) Chapter, lacked independence on account of pending litigation involving the
Chapter, and issued a false and misleading audit report.

¢) Upon a careful examination of the material available on record. the Board is of the
considered view that the Respondent was appointed as the auditor by the General Body
in accordance with the provisions of the Cost Accountants Chapters Bye-Laws, 2019,
and no provision of the Cost Accountants Act. 1939, the Rules framed there under or
the Chapter Byve-Laws has been brought to the notice of the Board mjsﬁtuhlinh that the
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Respondent suffered from any statutory disqualification for such appointment.
Likewise, the allegations relating to the audit report are primarily directed against the
professional conclusions reached by the Respondent on the basis of the records
produced before him during the course of audit.

d) Having regard to the pleadings of the parties, the documentary evidence on record and
the material collected during the investigation, the Board finds that the allegations made
by the Complainant have not been substantiated by reliable and cogent evidence. No
material has been placed before the Board to establish that the Respondent committed
any act or omission constituting professional or other misconduct under the provisions
of the Cost Accountants Act, 1959,

¢} Accordingly, the Board upheld with the Prima Facie Opinion of the Director
(Discipline) and holds that the Respondent is Not Guilty of professional or other
misconduct under the provisions of the Cost Accounmtants Act, 1959,

) Accordingly. in exercise of the powers conferred under section Section 21A of the Cost
Accountants Act, 1959 read with under Rule 9(3) of the Cost and Works Accountants
(Procedure of Investigations of Professional and Other Misconduct and Conduct of
Cases) Rules, 2007, the Board hereby orders that the proceedings against CMA
Davinder Singh Bhatia (M/11897) be dropped and case stand closed.

g} The complaint stands dismissed and disposed of accordingly,

Aot .
Shri Pk, Pujars, [AS (Heid )

CMA Avijit Goswami

{Member) i Presiding Officer)

Place: New Delhi

L - l, :
Date: 19" August. 2026 :-f oard of Z]

i weipline

.f.\ J.-'

P,
LA
"'i-..___.-r
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Distribution under Rule 15(3) of the Rule

1} Director{ Discipline), The Institute of Cost Accountants of India
2} Complainant, CMA Manasi Arora (M/32367)
3) Respondent, CMA Davinder Singh Bhatia (M/11897)
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