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BEFORE THE APPELLATE AUTHORITY 
(Constituted Under The Chartered Accountants Act, 1949) 

 
 APPEAL NO. 06/ICAI/2017 

IN THE MATTER OF: 

Parag Vinod Mehta           ….Appellant  

Versus 

 

Board of Discipline of the Institute  

of Chartered Accountants of India                                        ….Respondent No. 1 

 

Mr. V.K. Pandey, Director of Income Tax                          ….Respondent No. 2 

                              

      

CORAM: 
 
Hon’ble Mr. Justice M.C. Garg           Chairperson 
Hon’ble Mr. Sunil Goyal        Member 
Hon’ble Mr. Praveen Garg         Member 
Hon’ble Dr. Navrang Saini        Member 
 

PRESENT:  

 

For the Appellant: 

Mr. S.G. Gokhale, Advocate appearing on behalf of the Appellant  

 

For the Respondents:  

1. Mr. Amit Sharma, Advocate appearing on behalf of ICAI 

2. Ms. A. Aruna Sarma,  Senior Executive Officer, Disciplinary Directorate appearing on 

behalf of ICAI  

3. CA. Anuj Dang, Disciplinary Directorate appearing on behalf of ICAI  

 

 

ORDER 

 

1. Being aggrieved of the Order dated 10th December, 2016 (Impugned Order) passed by 

the Board of Discipline of the Institute of Chartered Accountants of India (ICAI) in case 

No. PR-34/12-DD/53/12/BOD/177/2014 under Section 21A (3) of the Chartered 

Accountants Act, 1949 as amended by the Chartered Accountants (Amendment) Act, 

2006, CA. Parag Vinod Mehta (M. No. 036867), a practicing Chartered Accountant, 

Appellant herein, has filed this appeal against the Institute of Chartered Accountants of 

India and others challenging the Impugned Order, whereby, the Board of Discipline 

awarded him punishment of ‘removal of his name from the Register of Members 

for a period of three months and also imposed a fine of Rs.1,00,000/- 

(Rupees one lakh)  upon him, payable by him within a period of 60 days from 

the receipt of the aforesaid Order’ for violation of clause (2) of Part-IV of the First 

Schedule to the Chartered Accountants Act, 1949. The said clause reads as under: 
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“PART IV: - Other misconduct in relation to members of the Institute 
generally 
 
A member of the Institute, whether in practice or not, shall be deemed to be guilty 
of other misconduct, if – 
 

1. x   x   x 
    

2. in the opinion of the Council, he brings disrepute to the profession 
or the institute as a result of his action whether or not related to 
his professional work”. 

 
 

2. For the purpose of deciding the present Appeal, the brief facts of the matter are as 

under:- 

 
2.1 Shri V. K. Pandey, Director of Income Tax (Inv.-II), Mumbai (complainant) has filed a 

complaint in Form No. ‘I’ dated 10th February, 2012 against CA. Parag V. Mehta (the 

Appellant herein), before the Institute, inter-alia alleging that the Investigation unit, 
Mumbai had conducted a Search and Seizure action u/s 132 of the Income Tax Act, 1961 

at the office and residential premises of the Respondent. During the course of 
Investigation, it was detected that the Respondent was the master mind in the racket of 

issuing bogus bills to interested parties in Mumbai and outside. Such bills were being 

issued in the name of M/s Washington Software Limited, whose Chairman is Shri Sanjay 
Sonawani. Shri Sanjay Sonawani has categorically stated in his statement u/s 131 of the 

I.T. Act, recorded under oath, on 16th March, 2011, before DDIT (Inv.), Unit 1(1), Pune 
that he was giving such bogus bills to the tune of Rs.52 Crores through his non existing 

company at the behest of the Respondent.   

 
2.2 During the course of search proceedings on the Respondent, he has admitted before 

DDIT (Inv.), unit-VII(4), Mumbai, that he has been providing “table space” to Shri 
Sonawani, at his office located at Jolly Bhawan, 10 Marine Lines, Mumbai. Also several 

blank cheque books of M/s Washington Software Ltd., some of them duly signed by 
Shri Sonawani, were seized from the above office of the Respondent on the day of the 

search. 

 
2.3 Later on, however, Shri Sonawani has retracted from the earlier statement, allegedly 

under tutoring of the Respondent that he did provide the table space but did not 
mastermind the transactions. 

 

2.4 On the basis of the information gathered by the Mumbai Directorate, a survey action 
on M/s Apeejay Education Society and Rajeshwari Sangeet Academy Trust, Jalandhar 

was carried out by Director of Income Tax (Inv).-II, New Delhi which further 
established the fact of such accommodation bills issued by M/s Washington Software 

Ltd. 
 

2.5 The complainant further stated that from the above, it is clear that the Respondent 

has deliberately and consciously indulged in malpractice of issuing bogus bills. 
 

 

3. The aforementioned complaint was considered by the Director (Discipline) of the 

Institute of Chartered Accountants of India in terms of Rules 8 (5) of the Chartered 

Accountants (Procedure of Investigations of Professional and other Misconduct and 

Conduct of Cases) Rules 2007 and on consideration, the Director (Discipline) 

formed his ‘Prima Facie-Opinion’ (PFO) dated 21st July, 2014 that CA. Parag V. 

Mehta is guilty of other misconduct falling within the meaning of aforesaid Clause 

(2) of Part-IV of the First Scheduled to the Chartered Accountants Act, 1949 and 
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placed the matter before the Board of Discipline for its further examination and 

consideration in terms of the applicable rules.  

 
4. Pursuantly, the said matter was taken up for further investigation by the Board of 

Discipline of the Institute of Chartered Accountants of India, wherein, the Board 

concurred with the ‘Prima Facie-Opinion’ (PFO) of the Director (Discipline) and 

proceeded with the case. The Appellant submitted his written statement and the 

hearing of the matter took place on various dates. In the course of proceedings, Mr. 

Parag Vinod Mehta admitted that he had provided only table space to Mr. Sonawani 

in his office located at Jolly Bhawan, 10, Marine Lines, Mumbai. Mr. Mehta also 

admitted that the Books of Accounts, Cheque books and other records related to 

the company (i.e., M/s Washington Software Limited) were available in his office. 

 
5. Mr. Mehta further stated that Mr. Sonawani had no employee of his own nor was 

any employee of his was working for him as per his directions like, withdrawal of 

cash, writing of Cheque (s) and other works related to the aforesaid company and 

there was no involvement of him in respect of any activity carried out by the said 

company. Furthermore, in response to the query of the Board, Mr. Mehta admitted 

that he did not charge any rent from Mr. Sonawani for the table space provided to 

him in his office.   

 
6. However, the Complainant in his submissions before the Board stated that Mr. 

Sonawani in his statement dated 16th March, 2011 has admitted that he had passed 

certain amount of commission as consideration for arranging bogus bills to the 

Respondent. Further he submitted that only clinching evidences in this matter are 

that signed cheques and other record related to said Company were found in the 

office of the Respondent. Further, in respect of question of the Board, the 

Complainant submitted that he has no evidence which prove that cash is withdrawn 

by the employee of the Respondent and or any other business activity carried out 

on behalf of Mr. Sonawani by the employee of the Respondent. Moreover, the 

Complainant admitted that he has no knowledge as to whether those beneficiary 

entities have any relation/link with the Respondent. 

 
7. Pursuant to the perusal of the documents on record and submissions made by the 

parties at the time of hearing and after examination of all the facts, evidences and 

the applicable law relating to the present matter, the Board of Discipline gave its 

findings under Para (12), (13), (14) and (15) in its Report dated 6th November, 

2015, which are reproduced as hereunder:- 

  
“12.The Board noted that the only one and main allegation against the 

Respondent is that he was deliberately and consciously indulging in 
malpractices of issuing bogus bills/accommodation entries to interested 
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parties located at Mumbai and outside on behest of one Mr. Sanjay 
Sonawani to whom he had provided table space in his office. 

 
13. The Board noted that these allegations are based upon the statement of 

Mr. Sonawani dated 16th March, 2011 recorded by the Complainant 
Department, in which said person has admitted that he used to issue 
bogus sales bills to various interested parties with the help of the 
Respondent for a consideration of 1% commission on such bills. The 
cheque books of the account through which such transactions used to 
take place were signed by him and kept in the custody of the 
Respondent. However, later on, the said statement has been retracted 
by Mr. Sonawani himself  on 12th April, 2011 and 12th May, 2011 stating 
that one Mr. Rohidas Kumbarkar (the Director of the Company) came up 
to him with the  proposal of issuing the bogus bills so as to bail out the 
Company from financial crisis. He submitted that the statement made by 
him on 16th March, 2011 before the IT authorities, was based on some 
misunderstanding and misinformation. As per the statement dated 16th 
March, 2011 of Mr. Sonawani, the Respondent out of friendship, had 
provided the table space to the Company without any rent in 
consideration; and the cheque-books & slip-books belonging to the 
Company, being found from the office of the Respondent during the 
search procedure carried out by the Income Tax Department were kept 
with the Respondent’s employee Mr. Ramsunder (who was also involved 
in the matter) for the ease of transactions. 

 
14. The Board noted that during proceeding before it, the Respondent has 

admitted that he had friendly relations with Mr. Sonawani and has 
provided the ‘table space’ to carry on the business activities of the 
Company. The Board noted that major point against the Respondent is 
that he has not charged any rental for providing table space in his office 
to Mr. Sonawani. Moreover, he has failed to bring on record either in his 
oral submissions before it or through any clinching evidence (s) to show 
that he had not business association with Mr. Sonawani. Furthermore, 
based upon submission of the Respondent, the Board noted that Mr. 
Sonawani has no staff for running the business activities of the Company 
and rather it appeared that one of office staff of the respondent was 
working for Mr. Sonawani as per directions of the Respondent for 
withdrawal of cash, writing cheques. 

 
15. In view of said submission, the Board is of the opinion that there are 

certain established factors on record like (i) the Respondent has provided 
free table space to Mr. Sonawani, (ii) staff member of the Respondent 
was working for Mr. Sonawani and (iii) signed cheques were found in the 
office of the Respondent which are all evidences which go to prove that 
Mr. Sonawani was working as an associate for the Respondent. Hence, it 
is evident that the Respondent was the main person who was 
instrumental in issuing bogus invoice (s) / accommodation entries to 
certain entities in Mumbai and outside, an act which is unbecoming of a 
professional.  

 
 

8. Accordingly, based on the above findings, the Board reached to the conclusion that 

the Respondent, Appellant herein, is guilty under Clause (2) of Part-IV of the First 

Schedule to the Chartered Accountants Act, 1949 and awarded the punishment as 

mentioned in Para (1) of this Order. Hence, being aggrieved, the Appellant has 

preferred this Appeal against the Impugned Order before this Authority. 

 
9. The Learned Counsel appearing on behalf of the Appellant vehemently contested 

that the Board has solely relied on the statement of Mr. Sanjay Sonanwani dated 

16th March, 2011 without any corroboration and without affording an opportunity of 
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cross examination of the same to the Appellant.  He further argued that the Board 

of Discipline erred in not considering further statements dated 12th April, 2011 and 

12th May, 2011 of Mr. Sanjay Sonanwani. The extracts of  statements made on 16th 

March, 2011 and 12th April, 2011 of Mr. Sanjay Sonawani are respectively as under: 

Statement recorded on 16th March, 2011: 

“My company was in deep financial crisis in year 2003 due to legal and other 
personal problems. During that period Shri Parag Mehta who is a Chartered 
Accountant having his office at 115, Jolly Bhavan, 10, Marine Lines, Church gate 
Mumbai-20, approached me and made an offer of providing accommodation 
entries in the form of bogus sales as stated above for a consideration of 1% 
commission on such bills. He had asked me to open a current account at ICICI 
Bank, Nariman Point, Mumbai. I had only signed the documents in this regard and 
rest of the formalities was done by him. The cheque book of this account in which 
all the cheques were signed by me, was kept in his personal custody and 
accordingly he used to transact with this. Mr. Parag Mehta used to send me the 
soft copies / hard copies of such bogus sales bills which I after signing used to 
send to Mr. Parag Mehta. I would like to confirm that I did not know to whom or to 
which parties these cheques were given or issued by Mr. Parag Mehta. In 2005, 
this account was closed and a new account was opened at Axis Bank, Kothrud 
Branch, Pune and in this case also the cheque book of this account in which all the 
cheques were signed by me was kept in personal custody of Shri Parag Mehta and 
accordingly he used to transact with this. However during the period of 2004-05, I 
was in prison for some time, the bills and invoices issued in this period are not in 
my knowledge and nor the company has received any money for that.”  
 

Statement recorded on 12th April, 2011: 

“I would like to state that up till financial year 2003-2004, the company was 
actually developing various softwares as stated in my answer to Q. No. 5 to Q. No. 
11 in my statement recorded at Pune on 16th March, 2011. I would further like to 
state that the answer to Q. No. 7 in my statement recorded at Pune on 16th March, 
2011 was based on a misunderstanding and misinformation. In fact Mr. Parag 
Mehta did not approach me as stated in my answer. It was Mr. Rohidas 
Kumbharkar, Director of the Company who was approached by a financial 
journalist Mr. Anil Roy who approached me with this proposal of bogus billing. 
Since I was in prison during this time, i.e. March 04 till June 2004 and my company 
was going through tough times as all our capital and reserves were locked-up for 
the long term investments, I had no  option but to accept Mr. Anil Roy’s and the 
other director’s proposal to bail out the company from financial crisis. 
 
We requested Mr. Parag Mehta who is a friend to let us use a table space in his 
office as we did not have an office in Mumbai. The relevant Bank accounts were 
opened by us. We have used his office for our company purposes. The Cheque 
books and slip books were kept with his office employees for ease of transaction as 
lot our parties were from Mumbai. 
 
In respect of Q.No.6, I would like to make a slight correction to the answer. There 
are some sales which are genuine. The percentage of genuine sales would not be 
higher than 3% to 4%. 
 
In respect of Q.No.9, I would like to state that the investments have been made 
from the Capital and Reserves of Washington Softwares Ltd. and are genuine in 
nature. All the investments were made directly by us. In some cases we have 
sought Mr. Parag Mehta’s advice. 
 
In respect of Q. No.11, I would like to state that it is true that the company has 
earned commission in cash from bogus billing, of Rs.32 lakhs from various parties 
but we have not received anything from Mr. Parag Mehta because of some internal 
dispute with Mr. Anil Roy and other directors, I was misinformed that Mr. Parag 
Mehta was involved. In fact Mr. Paraga Mehta was not involved in any of the bogus 
billing transactions of the company. Since he was not involved, the question of his 
duping us does not arise”.        
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10. In view of the above factual matrix and based on the records available, we have noted 

that while the Complainant and the Board of Discipline of the Institute of Chartered 

Accountants of India has relied on the statement dated 16th March, 2011 of Mr. Sanjay 

Sonawani, the Appellant has insisted that the statement of said Sanjay Sonwani recorded 

on 12th April, 2011 should be relied upon, wherein he has retracted from his earlier 

statement. When the statement dated 16th March, 2011 was relied upon by the Board of 

Discipline, no opportunity of cross examine the witness was given to Appellant. However, 

during the proceedings before us, when this Authority pointed out to the Appellant that 

when he himself was relying upon the statement dated 12th April, 2011, then he himself 

should have produced the said Mr. Sanjay Sonawani, no reply was given to us by the 

Appellant thereto. This Authority further noted that in the statement of the Appellant 

himself made before the Income Tax Authorities recorded on 25th March, 2011 he has 

stated as under: 

 
“You may summon him (Mr. Sanjay Sonawani-added by this Authority) 
and record his statement. He is in Mumbai today at my office 114/ 114-A, Jolly 
Bhavan No. 1, 10, New Marine Lines, Mumbai-400020.  
…..I would just like to add that if Mr. Sanjay D. Sonawani does not agree to 
the above facts stated by me, I would request you to give an opportunity to 
cross examine him before you.”  
 

 

11.  Thus, it is relevant to note that while the Board of Discipline did not afforded an 

opportunity to the Appellant to cross examine Mr. Sanjay Sonawani, it is also clear that 

the Appellant himself was in close contact with him and he was in a position to produce 

him as his own witness before the Board, which he failed to do so. Further, when this 

Authority enquired from the Appellant that as per the statement of Appellant recorded by 

Income Tax on 22nd March, 2011 he himself has admitted vide answer to Question No 7 

of the said statement that he was fully aware of the illegal activities of Mr. Sanjay 

Sonawani then why did he collaborate with him. The relevant extracts of the statement 

recorded on 22nd March, 2011 of the Appellant are as under: 

“…..Since he is a friend of mine, I have given him table space in this 
premise for working of the above companies. As far as I understood, 
Washington Softwares Ltd. does not have any proper office, manufacturing 
space, godowns, storage, etc., He is understood to be providing only 
accommodation bills to various companies as shown in the sales details 
from Financial Year 2003-04 to Financial Year 2010-11. This is more evident 
from the fact that there were no purchase parties, expenses accounts and 
other details in the Tally package maintained at our office. The company 
also does not have any proper office, manufacturing space, godown, 
storage, etc. at Pune. I only know that he gives accommodation bills from a 
place at 47/2-B, Govind Chambers, Opposite Telephone Exchange, Karve 
Road, Pune-4. Thus, you may find some singed and blank Cheque books in 
this office premise, and on his request some of my office staff issue the 
cheques already signed by him in favour of various parties as instructed by 
him. Thus, basically our office staffs are supporting him only for sending of 
his cheques to various parties, and maintaining his accounts in Tally. In 
light of the above facts, I wish to summarize that Mr. Sanjay Sonawani is 
providing accommodation bills primarily through M/s Washington Softwares 
Ltd.”          
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Thus, despite having drawn the Appellants specific attention as to how he would like to 

explain that he was not participating in the activities being carried out by the said 

Company being fully aware about the same, we have not received any reply from the 

Appellant to this.    

 
12. The Learned Counsel Shri S.G. Gokhale, Advocate appearing on behalf of the Appellant, 

during the proceedings of the matter before us, also submitted that the Board of 

Discipline erred in holding the Appellant guilty under Clause (2) Part-IV of the First 

Schedule of the Chartered Accountants Act, 1949 as there is no opinion formed by the 

Council on record in terms of the said provision of law, wherein only the Council is 

empowered to opine as to whether or not an act of the professional has brought 

disrepute to the Profession or the Institute.  Further, the Learned Counsel also relied 

heavily on the Order of the Hon’ble Income Tax Appellate Tribunal (ITAT) dated 26th 

August, 2016 in the case of the Appellant. Accordingly, he pleaded that after considering 

all the facts the Hon’ble ITAT has deleted all allegations. However, this was vehemently 

objected by the Learned Counsel Mr. Amit Sharma, appearing on behalf of the Institute 

of Chartered Accountants of India (ICAI) by submitting that it is new evidence and was 

not available before the Board of Discipline (BOD) while deciding the present disciplinary 

matter against the Appellant, as the ITAT has passed this Order in the matter on a 

subsequent date. Further, it is also submitted by the Learned Counsel appearing on 

behalf of ICAI that the Order of the Hon’ble ITAT is on different matter and on different 

facts and hence is not applicable in this case. He further supported the Impugned Order 

passed by the BOD of the ICAI. The Learned Counsel Mr. Amit Sharma also submitted 

that the objection of the Appellant in respect of Clause (2) of Part-IV of the First 

Schedule to the Chartered Accountant Act, 1949, wherein no opinion of the Council has 

been given, is already decided by this Authority by an earlier Order, whereby such 

objections have been rejected by this Authority. 

 
13. Having considered the complaint, written statements, Prima Facie Opinion formed by the 

Director (Discipline), the Report and findings of the Board of Discipline and perusing all 

materials on records in this Appeal besides the arguments advanced on behalf of both 

the parties and evidences produced by them, our findings are as below:-  

 
13.1 As regards the first argument made by the Learned Counsel appearing on behalf 

of the Appellant that the BOD erred in holding the Appellant guilty in absence of 
the opinion of the Council in terms of Clause (2) Part-IV of the First Schedule of 
the Chartered Accountants Act, 1949, at the outset, it is relevant to record here 
that the Appellate Authority has already decided the issue regarding the 
interpretation of Clause (2) of Part-IV of the First Schedule of the Chartered 
Accountants Act, 1949 as raised by the Appellant herein above, vide its Order 
dated 13th May, 2017 in Appeal No. 05/ICAI/2014 namely Rajeev Maheshwari Vs. 
ICAI; Appeal No. 08/ICAI/2014 namely Gyan Prakash Agarwal Vs. ICAI and Appeal 
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No. 07/ICAI/2014. The relevant paragraph No. 15 of the aforesaid Order of the 
Authority is reproduced for ready reference as hereunder:- 
 

“15. Based on the above and by taking note of the written submissions made 
on behalf of the Institute of Company Secretaries of India,  the Institute of 
Cost Accountants of India and the Institute of Chartered Accountants of India 
containing the detailed analysis of the issue in question, we are of the 
considered view that the proper and correct interpretation which can be given 
to Clause (2) of Part-IV of the First Schedule to the respective Acts, in the 
light of the principles laid down and having regard to the case laws of various 
courts and further considering the basic objects, reasons and purpose of the 
amendment brought in the statutes as quoted above is that, ‘Prima facie 
Opinion (PFO)’ formed by the Director (Discipline) in all such complaints / 
information cases serves the purpose for proceeding further for taking 
disciplinary action against the errant members as in terms of the amended 
mechanism for conduct of cases, it is the Director (Discipline) who has to 
form the first Prima Facie Opinion for the disciplinary proceedings to be 
initiated. Therefore, the opinion of council as is mentioned in the clause (2) of 
Part-IV of the First Schedule to the Act has to be given a purposive meaning 
and has to be read in consonance with the letter and scheme of the 
enactment”. 

 
13.2 Further, we have observed that while relying on the statement of said Mr. Sanjay 

Sonawani, the BOD has not given any opportunity to the Appellant to cross examine 
him. Needless to mention that it is a fundamental rule of law that if any party of 
litigation wants to rely on any evidence, the other party should be given an 
adequate and fair opportunity to cross examine and rebut the same. On the other 
hand the Authority also noted that the Appellant himself has also relied on the 
subsequent statement of said Mr. Sanjay Sonawani and has conveniently decided 
not to produce him. Additionally, we have also further observed that the Order of 
the Hon’ble ITAT in the case of Appellant was delivered on a subsequent date i.e., 
on 26th August, 2016 as against the date of the Report of the BOD i.e., on 6th 
November, 2015. Hence, it is obvious that the same was not available with and 
resultantly could not be examined by the BOD of ICAI. 

 

14. Be that as it may, in the aforesaid circumstances, we are of the considered view that the 

ends of justice will be met out if the matter is set aside and remanded back to the BOD 

of the Institute of Chartered Accountants of India for its reconsideration and examination 

of all the relevant evidences and examining the relevant persons / witnesses, in the light 

of the observations made by us as above, for taking afresh decision thereon within a 

period of six months from the date of receipt of this Order. However, it is clarified that 

whosoever wants to rely upon the statement of any person, he shall be responsible to 

produce him on his own cost and shall provide an adequate opportunity to the other 

party to cross examine him before the BOD. 

 

15. Needless to say anything to be done by the Institute will be subject to giving an 

opportunity of being heard and participation of the Appellant herein. Further, in case the 

Appellant needs to lead any evidence in his defense or wants to cross examine any 

persons/witnesses, the same shall be allowed to him by the Institute.   
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16. Accordingly, the Impugned Report and the Order of the BOD of the ICAI is set aside and 

remanded back as above. Since the Impugned Order is set aside, therefore, Interim 

Orders, if any are also vacated.  

 

17.  A copy of this Order be sent to the Institute of Chartered Accountants of India to place 

it before the Board of Discipline for doing the needful in the matter.  

 

18. With this, the present Appeal is disposed of.  

 

 
 
 

 
Justice M. C Garg         Sunil Goyal   
Chairperson         Member 
 
 
 
 
 
Praveen Garg         Dr. Navrang Saini  
Member         Member 

 
 
 
Pronounced on 3rd February, 2018 at New Delhi 
 

 
 


