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NOTIFICATIONS e
The Chartered Accountants Bill.

(a) The Chartered Accountants
Bill 1948.

We had occasion to comment in
one of our earlier issues on the
proposal of the Government of
India to regulate the professton of
Accountants. The Bill has now
been introduced in the Constituent
Assembly. A perusal of the bill
which is published in extenso asa
supplement to this issue belies
the satisfaction expressed by us
earlier. The autonomy of the
profession for which the Registered

110

Accountants have strived for so

long and which was an integral -
part of the proposals made earlier,

1s now seen to be only a mirage.

We are constrained to remark that

the public assurances given by

the H_on'blehMinisters on several
occassions have not been ke

up. The Central Government aget
introducing certgin provisions
whereby they now. withhold fromes.

the autonomous’ council, the "ﬁ
council's Inherent right of sitting * g e
in judgment on the professional '
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conduct of the members of the
institute. Explanstion 2 of clause
20 of the bill is a vivid example
of the way in which the Govern-
ment have tried to skip over their
earlier assurances. The result is
that the proposed institute of
Chartered Accountants 1s just
another name for the present
Indian Accountancy Board.

2. We note further that
appeals aganist the decision of
the Council or Government are
provided only upto High Court
stage and there is no provision
whatsoever for appeal to Federal
Court. We would urge that the
highest Tribunal in the land
should be given the final authority
over this central subject. We
would point out in this connec-
tion with gratification the
privilege conferred on the mem-
bers of the Institute in being enabl-
ed to arfue on behalf of other
members in all misconduct
proceedings before High Court.
This is perhaps the first instance
where non-advocotes are permitted
to appear before High Court and
we should congratulate the makers
of the bill on their bold step.

3. The bill now provides that
no Chartered Accountant shall
carry on any other business
without the permission of the
Council. This is a matter over
which' conflicting opinion exists
amongst the profession and we

v With practice A
by the members ith .
Although the profession

4
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important it cannot yet be said

that all members make any .

considerable income, nor is it g

fact that they are engaged for an |

abnormal number of hours every
day in their business and profes.
sional activities. The modern
trend is to stress on more and more
production. If the right to do
business is put an end to, it means
that another vital source of engag-
ing the unemployed is sapped.
After all it should be further
pointed out that the Bill has not
clearly defined whether the words
“ business or occupation”, will
also mean and include the posts of
internal auditors, Secretaries and
Directors of companies, and accept-
ing accountancy work. We venture
to state that if a referendum 1s
taken among the practising
members on this question the

~verdict will not support the present

proposals of the Government.

Another ill conceived provision
in the bill relates to the mainte-
nance of branch offices. We do not
see the necessity for such a
provision as we are not aware of
any complaint from any source
that the opening of more branches
by a firm than the number of
qualified accountants in that firm,
has at any time detracted from the
quality of service rendered to the
public. In a way this also goes
counter to the right of any member
of the public to choose his or their
own auditor. It is not clear on
what grounds it has been judged
that any individual Chartered
Accountant aided by suitable
staff and organized auditing
porcedure cannot cope with the

AN

Aeta &
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work of more than one branch.
We are strongly of opinion that

. no case now exists for the

introduction of - this provision
-since there are no complaints from
the affected parties, namely the
public.

(b) Question of Depreciation.

One of the current topics of
discussion in any gathering of

* Accountants centres round the

question of Depreciation. The
ancient system of providing
depreciation on cost, 1s giving
place to ascertainment of depreci-

ation based upon the replacement:

value of fixed assets. We publish
elsewhere in this 1ssue an extract
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frora the Editorial of the Accoun-
tant’s Magazine of August 1948
which will be of profound interest
to our readers.

(c) Internal Audits.

The subject of internal
audits affects the profession to a
very great extent. The modern
trend 1n big business is the
adoption of the system of inter.
nal audits. The statement, of the
Institute of the Internal Auditors
Inc., published in the July issue
of the Canadian Chartered
Accountant is reproduced by us
in this 1ssue for the benefit of our
readers.

War Against Inflation.
nee 1ot

K. B. RAMASUBRAMANIAN, B.A..R.A,,

“Money will be spent only where it
will result in further production early .
This is the prime moto underlyin® the
measures taken by the Government of
India to combat the threat of 3rowing
inflation.

Any citizen social or anti social who
studies the present economic situation of
our preat country will finally supgest
meking * more money or more goods "’ to
set aright the crisis. After careful
consideration and extensive consultation
with public and private personalitieg.
the Government has announcgd their
anti-inflationery measures which are
expected to fetch more money and hel_p
produce moredoods: Reducing their
own expenditure and aumenting
reserve by taxation are the two methods
by which the Government expects to Bet
more finance. Though the incentive
that is Biven to Industries to produce

rore poods is not so enthusiastic as ta
invigirate the main factors of production
it will 3o a lonp way to meet the,desired
objective. A Cabinet Committee has
been appointed by the Government to
study all Central & Provincial develop-
ment plans with a view to avoid
expenditure on non-productive schemes
which may suitably be deferred or
dropped. Presentation of deficit budpet
in the past which is one of the factors
that is responsible for the present
inflatious situation will be avoided and
the Government has decided to reduce
the pap between revenue and expendi-
ture on the budget as far as possible and
provide surplus budpets in the future.
Thg Provincial Governments are advised
to increase their revenues by implemen-
ting the tax on apricultural income
wherever it is not prevalent. It is also
pro?osegl to expedite the Estate Duty bill
which is now in discussion before the
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Central Ligislature, The Government
proposes to make the pt;l_)l.ic save more
by givin them wider facilities to exhaust
the scheme of small savings. The
Government has also decided to conserve
money by limiting payment of chvxdends
t5> averape of two years endmg_ 31st
March 1948 or 6 per cent on paid up
capital whichever 1is higher Postpone-
ment of repaying E.P.T. refunds and
deposits is also another means which is
employed to check inflations. It also
deserves appreciation that the Govern-
ment decides to exempt newly started
undertakings from Incometax for a speci-
fied period, toprant relief in respect of
customs duty for raw materials and
Plant and Machinery imported and to
adopt more liberal repulations in respect
of depreciation on Plant and Machinery
tor Incometax purposes.

Extensive consulations have taken plage
and each and every citizen of the pubhc
has been given every opportumty. to
arrive at a decision, frame an im.medlate
policy to bring down the high prices and
evolve short as well as lond term pl_ans
to ensure plentiful future. Economists,
Industrialists and labour leaders all over
the country submitted the reports at the
request of the Government of qula.
Though in some respects, the supgestions
might vary, all are unanimousin one
thing i.e., production must be'stepped up.
It is time because only if we increase our
production and have more poods, we
will be devoid of all these evils of
inflation. How can we increase produc-

vion? Though it is a fact that we have.

not pot the requisite capaqity to _sausfy
sur entire requirements without imports
trom foreipn countries, the :stock further
remains that our factories are mnot
producing as in the pre-war days. What
is the reason for this?

Indstrials pive an answer to the above
question. Accordind to thgse the present
downward trend in business activity
resulting in this inflationary crisis, 1s
due to the lack of confilence t.he
minds of the public by the vacillating
Government policies threats of nationa-
lisation and frequent conflicting

[Oct., 1948

pronouncements by the Ministers both
Central and Provincial.

To relieve the investing public of such
lack of confidence intdustrialists were for
the abolition of the Capital Gains tax and
for utilising the resources of the Govern-
ment in productive schemes instead of
the social services. They also want the
Government to put a ceiling to wages,
prices and profits and welcome bringing
down the existing level by aradual steps.
Limitation of dividends 1is quite agreable
to them. They suddest for improving
industrial production;

(1) Uniform labour lepislation throuph-
out the country.

(2) Removal of transport restrictions

(3) Introduction of three shifts in
factories especially in Cotton textile
industry.

(4) Allowance of special deprecintion
to meet the hiph replacement cost of
plant and machinery.

(5) Relief to new undertakinds from
Incometax.

(6) Nationalisation of labour.

(7) Vigorous campaign for savinds etc.

The Government has surely adopted
the supgestion made by the industrialists
as far as possible in many respects.

Report submitted by the Economists
contain many sudestion, which, if
adopted will set at rest even the existiny
level of production. They are of the
opinion that continuous deficit budpets,
increase inactive money due to transfer of
cash and balances and large scale
conversion of capital into cash and
balances as a result of mipration
movements, addition to money supply by
open market operations by Reserve Bank
of India in support of Government
securities and money 3ot out of black
market operations all contribute to the
present situation. The remedies supgested

e 1088

by them are postponement of E. P. T.
- pefunds and deposits and capital expendi-

ture on non-productive schemes, increas-
inp taxation by introducing surcharpe on
incometax, enhancing B.P.T. from 16.2/3
percent to 25 percent increasind the rate
of personal supertax to the 194748 level
and instituting death duties. On the
monetary side they suppest limiting the
maximum of the total value of notes
issued by the Reserve Bank of India to
the existing amount and that all Banks
should be required to hold Government
Securities to the extent of 25 percent of
their total demand liabilities subject to
the permission of the Reserve Bank in
special cases. They also mention methods
of stepping up production. It can be
clearly seen that they are more in favour
of following the exchange of the
Government by increased taxation.
How far the policy of further taxation
will succeed can be understood from the
reaction to the Liaquat Ali Budget
which destroyed the business confidence
already.

Bankers also had something to voice
their feelings and Bive suppestions as
they form a vital section of the money
market. They subscribe to the view
that the country requires a radical
revision of the financial policy of the
Government. They also advocate methods
for improving productions and defeating
the purchasing power in the hands of a
few. In order to tap such reserves, they
suppest issuing Bearer Bills by prominent
Banks in convercent denominations
ranging from Rs. 10 to Rs, 1,00,000
payable after 5 years. They are of the
opinion that it would be possible to draw
about Rs. 200 crores from currency
circulation if proper publicity is diven
to this scheme.

They are also various other suppes-
tions by the prominent leaders. Mr. Jai
Prakash Narayan says that Agricultural
production drive should be ]aunchgd
through village panchayats and help in
all possible ways should be Biven to
apriculturists throuph orpanized co-
operative societies to enable them to
purchase implements, manure, bulloc}(s
etc.,, He also sudpests that labour will
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play its proper part if machinery is set
up to settle disputes quickly and workers
are allowed to participate in manapement
at least in nationalised industries. He is
also of opinion that it will be encourag-
ing labour if proper provision is made
for fair wapes and profits for housind
and for avoiding rivalry in  trade
industries.

Thus there is agreemient amony all
sections of the public that balancinp
budgets deficits the resources in the
hands of the spenders by borrowin® or
taxation or by compulsory savings and
making an attach on the problem of
short period production. The Bovern-
ment has wisely adopted the measures
supgested by the various groups as far as.
possible. In the circumstances, as is
commented upon by eminent persona-
lities of the type of Mr. G, D. Birla and
Dr. Alapappa Chettiar, this is the best
that could be done. It i1s indeed a shrewed
feature that the Government turned down
the fantastic proposals of devaluation of
currency notes, the freeziny of Bank
deposits and so on. The assurance Biven
by Pandit Nehru to the effect that no
such methods would be resorted to plad-
dened the hearts of panich stricken public
and infused confidence in them.

There are some inherent defects also in
the working of the Provincial Govern-
ments which are responsible ina way to
the present crisis. The divergent policies
in different provinces affect the industries
to a Breat extent and are proving a serious
deterrent to fresh industrial enterprise.
One province taxes apricultural income
and another does not chose to do it. For
example while Bihar, Assam, U. P,
Orissa_and West Benpal resort to tax on
aricultural income as a source of
revenue, others do not adopt that. Had
the.Government of Madras carried .out
Fheu- proposal of taxation on agricult{xral
mncome it would have realised Rs. 1 crore
on account of that in 1947-48  Different
rates and diverdent methods of taxation
must be avoided and a uniform structure
must be approved. Madras abolished
bett}n?, altopether out of which it was
fettinp a sum of 3535 lakhs whereas



106 THE REGISTERE.D ACCOUNTANTS' JOURNAL

West Bengal still continues it taxind at
the rate of 20% Provincial Government
could easily enhance the taxes onentertaine
ment and et more revenue. No one can
realise any wise step in the action of the
Madras Government inpassing Prohi-
bition and makin® every endeavour to
pass the Zamindari abolition bill at a
time, when the Central Government is
trying to find ways and means to tackle
the inflation problem. Mr. A, D. Shroff
has rightly said that *it is unfortunate
that some of the provinces have already
decided to ipnore the advise and continue
to flitter away large chunks of revenue
in pursuit of idealopical policies”. C. P.
Government has to be conpratulated for
their decision to postpone prohibition to
be in consonance with policy of centre,
However much the provincial Govern-
ment may try to look after themselves
without asking help from the Centre in
their anxiety to carry out their own
policies, they must also study the
situation of the country as a whole and
cooperate with the centre. They rather
deem it “a question of prestipe and are
not showing the courape and determina-
tion to revenue polictes which cannot
be pursued without causind serious
repercussions on the economic and
financial situation of the country asa
whole. "’

One cannot pull on without food,
clothing and shelter and to day we are
in want of all these things, By the
position  of our country, which is very
sad portion of our history, in addition to
our trials and tribulations, we were
deprived of major portion of food produ-
cing areas such as Sind, West Punjab,
which became part of Pakistan. To
combat the food problem, Central as
well as Provincial Governments have
launched big schemes like the Damodar
Valley Corporation and other projects;
Workers state insurance Corporation
inauurated recently by H. E. Sn
C. Rajapopalachari is one of the many
methods by which the Government is
trying to ameliorate the conditions of
working classes. ‘Though this scheme
extends only to a small fraction of the

population and has also some other

limitations it is 8 prudent roaramme
heralded by our Government. This
proves to satisfy to some extent the need
for social security. It does not cover
the apricultural population but yet,
as the Labour Minister has pointed out,
a very different type of scheme -is

required and the problem requires -

careful study in all its bearings. No one
can deny the agriculturists claim to relief
** because on their sweat and toil depended
the life of the community.” The problem
of clothin® can be solved to some extent
by introducing three shifts in cotton
textiles industries. Industralists and
labour must feel the sitnation and come
to the rescue shedding of all their selfish
interests. Fortunately strikes and lock
outs have disappeared and with complete
confidence, the factors of production
must cast their full strength to meet the
countrys ' needs since, after all, it is our
own Government. It is only by the
Industrial cooperation of all sectors of the
public and the Government machinery
that all problems affecting the country
can be solved. Our Government is run
by representatives of peopleand so unless
the public have pure and incurrupted
minds it is not possible to enjoy the
prints of the Indenpendence that we Bot
after such herculion efforts. Provincial
Governments can cumulate the example
of Bombay in solving the problem of
housing.

The Government measures for fizhting
inflation do not mention anything about
the much discussed topic of Profit sharing
in industry by labour. One should thank
God if this proposal does not succeed.
Evils associated with this are many. In
our country not many undertakinps et
such large profits as to share it with the
workin® class after a basic return on
capital. Students of Economics will
very well understand how far this scheme
is workable and the psychological
consequences arisingy out of this. It
will cause discontent among labour and
so under conditions prevailing in the
country this scheme is not fesable and
if it is enforced, it will seriously affect
the capital market thus iving chance to
the vicious circle apain.

[Oct., 1948 " Oet., 1948]

Enrossed with political problems
such as partition, Kashmir, and Hydera-
bad etc.,, so far our Government has
determined to take up the economic
problems now. We hope that the success
achieved in the political front will be
repeated in the economic front also. If
anti-social elements are cubbed, a smooth

under standin®s between capital and’

labour is established and every citizen
realises his or her responsibility in the
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discharge of his or her duties for the sake
of our country, we need have no fear of
inflation ‘and in the words of our dear
Rajaji there is nothing to ** pet frightened
as if inflation were a bacillary disease.”
Let us all enconrage with our full might
the measures taken by the Government
and pray Him to relieve the country of all
these evils and to make India a *“ Land of
Peace, Plenty and Pleasure.”

Gleanings from Accountancy Journals.
{By Courtsy of respective Journals)

(a) The Canadian Chartered Accountani. July 1948, Issue.
Responsibilities of Internal Auditors.

Nature of Internal Auditing.

Internal auditing is the independent
appraisal activity within an organization
for the review of the accountinp, finan-
cial and other operations as a basis for
protective and constructive service to
management. It is a type of control
which functions by measurind and
evaluating the effectiveness of other types
of control. It deals primarily with
accountiny and financial matters but it
may- also properly deal with matters of
an operatin® nature.

Objectives and Related Activities,

The over sll objective of internal
auditind Js to assist manajement in
achieving the most efficient adminis-
tration of the operations of the ordani-
zation. This total objective has two
major phases, as follows :—

(1) The protection of the interests of
the organization including the pointinp
out of existing deficiencies to provide a
basis for appropriate corrective action.

The attainment of this objective
involves such activities of the internal
auditors as :

(@) Ascertaining the depree of
reliabiliy of accounting and statistical
data developed within the organization.

(b) Ascertaining the extent to which
the Company assets are properly
accounted for and safepuarded from losses
of all kinds.

{c) Ascertaininy the extent of
compliance with ' established policies,
plans, and procedures.

(2) The furtherance of the interests of
the organization, includind the recom-
mendation of chanpes for the improve-
ment 'of the various phases of the
operations,

_ The attainment of this objective
mv91ves such activities of the internal
auditor as:

'{a) Reviewing and appraisind the
pohc:gs and plans of the organisation in
the liaht of the related data and other
evidence-

' (b) Reviewiny and appraising the
m;err}al records and prooedures of the
organization in terms of their ade

and effectiveness. quacy

‘ (c) Revi(elwin%‘ and appraising per-
ormance under the policie
procedures, P * plans, and
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Scope and Authority and
- Responsibility, )

Internal auditing 1s a staff’ or advisory
function rather than a line or operatind
function. Therefore the internal auditor
does not exercise direct authority over
other persons in the orpanization.

The Internal anditor should be free to
review and appraise policies, plans, and
procedures but his review and appraisal
does not in any way relieve other persons
in the organization of the primary
responsibilities assigned to them.

Independence.

Independence is basic to the
effectiveness of the internal auditind
program, This independence has two
major aspects, as follows:

(1) The head of the internal auditind

department should be made respoaisible
to an officer of suffizient rank in the
orprnization as will assure adaquatz
consideration and action on the findin®s
or recommendations. The orpanizational
status of the internal audits>r anl th=
support accorded to him by managemant
are major deter ninants of the ranze and
value of the services which manapmont
will obtain from the iaternal auditing
function.
_ (2) Internal  auditing  should not
include responsibilities for procedures
which are essentially a part of the repular
operations of a complete and adequate
accountiny system or of a properly
organized operating department. Insome
instances management may assign current
operating responsibilities to the internal
audstind department, but in such cases
the execution of the current operating
responisbilities should be performed by
separate personal and be subjected to the
same review and appraisal as is accorded
other operations.

(b) The Accountants’ Magazine
August Issue,

'Depreciation - Accountant V. Economist.

Economists disadree over many thinds.
They are at one, however, over the need

-3

to see that British Industry is adequately

supplied with uptodate capital equipment. -

The size of the national income, and
consequently the share which falls to
each of us, is very much dependent upon
the level of capital expenditure and the
type of equipment obtained thereby. If
we are not to lose our place in the
production race we must at least be sure
that we are settin® aside sufficient sums
each year to maintain intact existing
capital assets. Real progress will
involve net additions to capital. To day
the cost of capital equipment is very
much higher thanin pre war days. The
economist avers that unless depreciation
allowances are sufficient to cover these
increased prices, then adequate provision
is not beind made for capttal replacement,
Herein the tax collector and some
accountants differ from the economist.
For Inland Revenue purposes, and in
accordance with normal accountind
practice, depreciation allowances are
commo>nly calculated on the basis of
original cost. Price fixin®, having
redard to th2 neel to cove- the cost of
productisn both direct and indirect, will
also follow the same principle. In
computing profits the permitted deprecia-
tion allowance relates to values which
are now much less than the cost of
replaciny the equipment in question at
current prices. It follows that where
tax is computed after allowin® deprecia-
tion on orpinal cost, it is in practice
being levied on part of the cost of capital
replacement - and this at a time when
there is every need to maintain and
improve capital equipment. Were any
firm constrained to pay out the whole of
its profits it would, these days, be
dissipatin® its Capital. Fortunately, in
practice, the economist and the accoun-
tant are really apreed, for most
companies are endeavouring to set aside
reserves to meet the extra cost of capital
replacement. This factor must, there-
fore, be borne in mind when comparing
present day and pre war industrial
profits.

“ Financial Statements are no longer company property. They o .to stock
holders ; they 2o to senators and representatives ; they 8o to labour leaders ; they
B0 to newspaper columnists, they 3o to College professors.’

‘toshmoy Sirkar, P. Visvanathan, V. Visvanathan, f

KO Society of Auditors Notes.

(A Letter to The President published for the information of members).

A. No. 28. Incometax Office, Circle 11,

, Madras City, Dated 23—9—48- |
From

P. Madhava Rso, Esq., B.A., B.L.,,

Incometax Officer.

To
The President, Society of Auditors,

Y. M. 1. A. Buildings, Armenian Street, Madras.

Sir,

It has been found that in some cases, Redistered Accountants and Incometax
Practitioners are appearing before the Incometax Officers without filing proper
letters of authority. This is causin® some inconvenience. [t is therefore preposed. -
that the following procedure should be adopted in future and I shall be alad if you -~

will communicate it to all the members of your Association.

Any petitions or applications or other correspondence addressed by an

‘Incometax Practitioner or a ReBistered Accountant will not be taken notice of

unless a proper power of attorney is filedl. Pastind a printed form of power of
attorney on a stamped paper is not strictly valid, but in cases where such a
procedure is adopted, it is essential that the assessee should, in addition to his sign-
mp on the printed form, sign across both the printed form and the stamped paper as
in the case of bills of exchanpe. Any corrections or alterations and in particular
insertion in manuscript of the name of a Redistered Accountant or Incometax
Practitioner should invariably be attested by the assessee.

Thankin} you,
, Yours faithfully,

23—9—48. (Sd.) P. MADHAVA RAO.

R. A. Supplementary Final Results,

- NEW DELHI, Oet. 6.

The following candidates have passed the Repistered Accountants’ supple-
mentary Final Examination held in August:

K. Ramalinga Aiyar, S. Venkatarama Aiyar, Amerendra Kisor Banik, Sasthi-
pada Bhattacharys, Gopal S. Borkar, Dara H. Captain, Amalendu Chatterjee,
Santilal C. Dalal, Radhey Shyam Dani, Kanti Bikas Datta, Amrit H. Desai, Homi
B. Dhondy, Mohan Lall Dikshit, Anant Narayan Ghangurde, Devidas Madhavrao
Gonge, Surendra Vishvanath Gupte, Bajrang Lal Jaju, A. P. Javazu vedaian
Bhopilal Mehta, Chimanlal Tribhuvandas Mody, M. " §‘.~ o s
R. Natarejan, Prabhakar M. Phene, T. T. Rangaswaflet ) J
Chandra Sen Gupta, Shantilal P. Sheh, Jethanand J:

D
P. Vora.
169749
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NOTIFICATIONS.

A
BILL

To make provision for the vedulation of the
prafession of accountants

Whereas it is expedient tc make provision for
the regulation of the profession of accountants and
for that purpose to establish an Insticute of
Chartered Accounrants;

It is hereby enscted ss follows :—

CHAPTER I
Preliminary.

1. Short title, extent and cornmence-
ment,—(1) This Act may be called the
Ch_arteted Accountants Act, 1948,

{2} It extendsto all the Provinees of India and
slse  to sny Acceding State for which the
Dominion Lepislsture has for the time beind the
power to make laws as respects the profession of
accountants,

{3) It shall come into force on such date as
the Central Government may, by notification in
the official Gazette, appoint.

2. Interpretation.—(1j In this Act, unless

there is anythind repugnant in the subiject or
context,—

{a) ' mssocigte ' means an associste member
of the Institute ;

(b) *‘chartered sccountant means a person
who is s member of the Institute and who is in
" practice;

{¢) * Council” means the Council of the
Institute ;

{d) **holder of a restricted certificate’’ means
& person holding a permsnemt or temporary
restricted  certificate pranted by s Provincial
Government uuder the Restricted Certificates
Rales, 1932;

{e) *‘Institute”” wmesns the Instinte of

- i Accountants of India constituted under
this Act; :

L kfY "p;esc;xbé’d B esns prescribed by

- répulagons made under this Azt .

. @ “(R;egiater" means the Repister  of
Members matutained under this Act; °

{h) *‘vepistered accountant”™  means any
person who hss been enrolled on the Repister of
Accountents maeintsined by the Central Goverpe
ment under the Auditors’ Certificates Rules, 1932 ;

{f} *' year " means the period commencing on
the lstday of April of any yesr and endind on
the 31st dey of March of the succeeding year.

(2) A chartered accountant is said ‘“0 be in
practice ', when individuslly or in parmership
with other chartered accountants, he—

(i} enpeapes himself in the practice of
sccountancy in considerstion of remuneretion
received or to be received ; or

{¢f) offers to perform or performs services
involving the suditing or verification of finencial
transactions, books, accounts, or records or the
oreparation, verification or certification of
financial accounting snd related statements or
bolds himself out to the public as en =ccountant:
or

{1ii} renders professional services or assistsnce
in or sbout matters of principle or detsil relating
to  accounting procedure or the recording,
presentation or certification of financial facts or
duts ; or

(iv) subject to such conditions ss may be
specified by the Council in this behslf, acts as
liquidator, trustee, executor, srbitrstor, receiver
ar adviser or as representative for costing fnan-
cial and taxation matters; or

" (») renders such other services as sre nsuslly
rendered by a chartered sccountant ;

and the words ‘*to be in practice’” with their
prammatical variations and copnate expressions
shall be construed sccordingly.

CBAPTER 1

The Institute of Chartered Accountants
of India.

3. Incorporation of the Institute.—(1) All
persons whose names are deemed to be entered in
the Repister at the commencement of this Act and
all persons who may hereafter have their names
entered in the Rapister under the provisions of
this Act, so lon ss they continue to have their
names borne on the said Repister, are hereby
constituted a body corporute by the name of the
Institute of Chartered Accountsnts of India, wnd
all such persons shall be known gs members of
the Institute,

¥

h {2) The ' Institute  shall have perpetual

su snd 4 comwon sesl and shall have

to scquire, hold and dispose of property,

nmiovable and immovable, and shall by its
name sue or be sued.

4. Entry of names in the Register.—
(1) Any of the followin} persons shall be entitled
to hsve his name entered in the Repister,
namely,—

() eny person who is 2 redistered accoun-
tant aor & holder of a restricted certificate st the
commencement of this Act:

(i1} sny person domiciled in India who has
passed such examination end completed such
training as may be prescribed for members of the
Institute ;

(iii) any person domiciled in Indis who has

such other examinstion and completed such

other trainind without Indis as is recognised by

the Council as equivelent to the examinstion and

trainind prescribed {or members of the Institute,

#nd, who, in addition, fulfils any other conditions
which may be prescribed for any such person ;

{i») any person domiciled in India, who st
the commencement of this Act is studying for any
forgign examination snd is ut the same time
underpoing treining whether within or withont
India, or, who, havind passed such foreipn
examination, is at the commencement of this Act

underyoing training, whether within or without

8.

Provided that any such examination or training
was recopnised before the commencement of this
Act for the purpose of conferring the right to be
raji as an acconntant under the Aunditors’
Certificates Rules, 1932, and provided further
that such person pusses the examination or com-
pletes the training within five years after the
commencement of this Act;

{v) any person not domiciled in Indis who
fulfils the conditions prescribed for the entry of
his name in the Repister and his otherwise entitled
to have his name entered therein.

(2) Bvery person belonpink to the class
mentioned in clause () of sub-section (1) shall be
deemed to have had his neme entered in the
Repister at the commencement of this Act without
the peyment of any entrance fee.

{3) Bvery person belonping to ”eny‘of the
classes mentioned in cleuses {ii), (fil), {iv} and
(v} of sub-section (1) shall have his name entered
in the Repister on spplicstion beinj made and
pranted in the preseribed manner snd on payment
of the prescribed fee,

5. Fellows and Associates,—(1) The
members of the Institute shall be divided into two
clases desipnated respectively ss. sssocistes and
fellows.

3
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{2) Any member of the Institute shall, on his
name beinp entered in the Repister, be deemed to
have become an associate of the Institute and be
entitled to use the letters A.C. A, after his name,
to indicate that he is an associste of she Instituie
of Chartered Accountants. .

{3} An sssociste who has been in continuous
practice in India for at least five yesrs, whether
before or after the commencement of this Act, or
whether partly before and partly after the
comumencement of this Act, shsll, on payment of
the prescribed entrance fee and on application
made snd 3ranted in the prescribed manner be
entered in the Repister as a fellow of the Institnte
and shall be entitled to use the letters F.C. A after
his name to indicate that he is a fellow of the
Institute of Chartersd Accountants:

Provided that eny associate who has been in
continuous practice in India for not less than five
yeurs at the commencement of this Act, shall be
entered in the Repister as a fellow of the Institute
without the payment of any entrance fee,

6. Certificate of practice.—~({1) No member
of the Institute shall be in pructice unless he has
obtasined from the Council s certificate of practice,

{2) Every such member shsil pay such
annpal fee, differing in amount sccording as he is
an associate or a fellow, for his certificate as may
be prescribed, and such fee shall be due on the
st day of April in each year.

7. Members to be known as Chartered
Accountants.—Every member of the Institute -
in practice shall be desipnated as a chavtered
accountsnt and no person practising the profession
of accountancy in India shell use any other desiy.
nation, whether in addition thereto or in substi-
tution therefor :

Provided that nothing contained in this section
shall be deetned to prohibit sny such persom, i
so entitled, to add sny other letters to his name to
indicate mermbership of any other Institute of
accountancy, whether in India or elsewhere, or any
other qualification that he may possess.

8, Disabilities.—Notwithstanding anything
contanined in section 4, a person shall not be
entitled to have his name entered in or borne on
the Redister if he—

(i) has been aljudged by a competent Court
to be unsound mind ; or

{if} is an undischerped insolvent: or

{iil) beiny s discharped insolvent, has not
obtsined from the Court s certificare stating, that
his insolvency was caused by misfortune without
any misconduct on kis part; or

{iv} has been convicted by a co
25 b 3 wpetent Court
whether within or without India, of sm offence
ivolving moral Jturpitude and punishable with
transportation or imprisonment or of an offence,
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not of a technical nature, committed by him in his
professional capacity unless in respect of the
offence coramitted he hes either been Branted a
pardon or, on an application made by him-in this
behalf, the Central Government has, by an order
- in writing, rermoved the disability; or

(#} has been found on inquiry held by the
Canncil to have been aunilty of conduct which
in the opinion of the Council renders him unfit to
be a member of the Institute.

CHAPTER III
Council of the Institute.

-9, Constitution of the Council of the
Institute.—(1) There shall be a Council of the
Institute constituted by the Central Government
for the management of the affairs of the Institute
and for discharding the functions assigned to it
under this Act.

2) The Council shall be composed of the

following persons, namely,—

(a) persons elected by members of the Ins_titute
from amonpst themselves from the five repional
constituencies specified as under, namely,—

(i) Bombay, the United State of Saurashtra,
Baroda, Kolhapur and Kutch.

(i1) Madras, Travancore, Cochin, Mysore
and Hyderabad.

{iii) West Benpal, Assam, Tripura, Cooch
and Orissa.

(iv) The United Provinces, Bihar, Central
Provinces and Rajputsna.

{») Delhi, East Punjab and Kashmir;

(b) one person nominated by the Federation
of Indian Chambers of Commerce and Industry;
and

(c) three persons nominated by the Central
Government.

(3) The number of persons to be elected
under clause {a) of sub-section (2) from each
constituency shall be determined on the basis of
one person for every hundred members of the
Institute in the constituency, fractions exceediny
half beinp counted as one and fractions equivalent
to or less than half being omitted :

Provided that each constituency shall have at
least one person elected therefrom to the Council.

10. Mode of election to Council.—(1)
. Blections under clause (@) of sub-section (2) of

section 9 shall be conducted in the prescribed
manner.

. E L 3
(2) Where any dispute arises repards Mny

“such election, the matter” shall he'refe?‘dtpa ‘
Tribunal appointed by the Central Govemnment . -
in this behalf and the decision of such Tribunsl . °.

shall be final.

11. Nomination in default of election or
nomination.—If any body of persons referrdd
to in section 9 fails to elect or nominate any of
the members of the Conncil which it is empowered
under that section to elect or nominate, the Central
Government may nominate a person duly qualified
to fill the vacancy, and any person so nominated
shall be deemed to be a member of the Council as

if he had been duly elected or nominated, as the .

case may be.

12. President amd Vice-President.—(1)
The Council at its first meeting shall elect two of
its members to be respectively the President and
the Vice-President thereof and so often as the
office of the President or the Vice-President
becomes vacant the Council shall choose another
person to be the President or the Vice-President,
as the case may be :

Provided that on the first constitution of the
Council a member of the Council nominated in
this behalf by by the Central Government shall
discherge the functions of the President, until
such time as a President is elected under the provi-
sions of this sub-section,

(2) ThePresident shall be the Chief Executive
Officer of the Council.

(3) The President orthe Vice-President shall
hold office for a period of one year from the date
on which he is chosen but so as not to extend
beyond -his term of office as a member of the
Council, and, subject to his bein a member of
the Council at the relevant time, he shall be
eligible for re-election :

Provided that whenever the Council is dissolved
the President shall continue to hold office and
discharge such functions as may be prescribed
until the election of the President of the new
Council. :

13. Resignation of membership and
casual vacancies.—(1) Any member of the
Council may at any time resian his membership
by writiny under his hand addressed to the
President, and the seat of such member shall
become vacant when such resignation is mnotified
in the official Gazette,

(2) A member of the Council shall be deemed
to have vacated his seat if he is declared by the
Council to have been absent without sufficient
excuse from three consecutive meentings of the
Council or if he becomes subject to any of the
disabilities specified in section 8.

(3) A casual vacancy in the Council shall be
fllled by fresh election from the constituepcy
concerned or by nomination by the appropriate
authority, as the case may be, and the person
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;\'vel_dcted or nomhated to 811 the vacancy shall
‘holdpgce until the dissolution of the Council.

“4) No act done l;y the Council shall be
called 'in question on the ground merely of the
existence of any vacency in, or defect in the
constitution of, the Council.

14. Durationand dissolution of Gouncil.-
The Council once constituted under this Chapter
shall last for three years from the date of its first
‘meetiny whereafter it shall stand dissolved end
a new Council shall be constituted in sccordance
with the provisions of this Chapter.

15, Functions of the Council.—(1) The
duty of carryind out the provisions of this Act
shall be vested in the Council.

(2) In particular, and without prejudice to the
Benerality of the forepoinpg power, the duties of
the Council shall include—

(a) the examination of candidates for enrol-
ment and the prescribing of fees therefor ;

(b) the repulation of the enpa t d
trainind of articled clerks; Bademen ' .

. {c) the prescribin} of qualifications for entry
in the Repister ; :

(d)_the recopnition of foreign qualifications
and training for purposes of enrolment ;

(e) the prantiny or refusal of certificates of .

practice under this Act;

(f) the maintenance and publication of a
Reister of persons qualified to practice as
chgrtered accountants ; -

(8) the levy and collection of fees from
chartered accountants, associates, members,
examinees and other persons ;

~_ (h) the removal of names from the Redister
and the restoration to the Register of names which
have been removed ;

(i) the reulation and maintenance of the
status and standard of professional qualifications
of chartered accountants ;

_(j) the carrying out, by financial assistance
to persons other than members of the Council or
in any other manner, of research in accountancy ;

. (k) the maintenance of a library and publi-
cation of hooks and periodicals relating to
accountancy ; and

g (1) the exercise of disciplinary powers con-
ferred by this Act.

16, Staff, remuneration and allowances.-
i wldw efficient performance of its duties, the
’ may—

- .

]

(a) appoint a Secretary who-may also, if so
decided by the Council, act as Treasurer ;

(b) appoint such other officers and servants es
it deems necessary ;

(c) require and take from the Secretary or
from any other officer or servant of the Council
such security for the due performance of his
duties, asthe Council considers necessary; snd )

(d) with the previous sanction of the Central
vernment, fix the fees and allowances of the
President. Vice-President, and other members of
the Council and the salaries, fees, allowances
and other conditions of service of the other
officers and servants of the Council. :

(2) Notwithstanding, anythind contained in
sub-section (1), on the first constitution of the
Council the Secretary shall be a person appointed
by the Central Government in consultation with
the Council, and he shall hold office durinp the
pleasure of the Central Government but s0 as not

to exceed a period of three years from the date of

his appointment,

17. Committees of the Gouncil.—(1) The
Council  shall constitute from amonpst  its
members the following Standiny Committees,
namely,—

(1) an Executive Committee,
(i) an Exemination Committee, and
(iti) s Disciplinary Commitee.

(2) The Council may also form such other
committees from amon@st its member's as it deems
necessary for the purpose of carrying out the
provisions of this Act. .

(3) Each of the Standind Committees shall
consist of the President and the Vice-President,
ex officio, and three other members of the Council
elected by the Council.

(4) The President and the Vice-President of
the Council shall be the Chairman and Vice.
Chairman respectively of each of the Standinp
Committees.

(5) Bvery member of the Standing Committee
other than the Chairman and the Vice-Chairman
shal} hold office for one year from the date of his
election, but, subject to being a member of the
Council, he shall be eligible for re-election.

(6) The Standing Committees shal exercise
such functions and be subject to such conditions
in the exercise thereof as may be prescribed.

18. Finances of the Council,—
shall be established a fund under the mgzagzrl:\zﬁ
and control of the Council into which shall be
paid_sll monies received by the Council and out
of which shall be met a)] expenses and liabilities
properly incurred by the Council,
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(2) The Council may invest any money for
the time bein® standing to the credit of the fund
in any Government security or in any other
security spproved by the Central Government.

(3) The Council shall keep proper accounts
of the fund distinguishing capital from income.

(4) The annual accounts of the Council shall
be subject to audit by a chartered accountant to be
appointed snnually by the Council :

Provided that no member of the Councilor o
person who is in partnership with such member
shall be eligible for appointment asan auditor
under this sub-section.

(5) As soon as practicable at the end of each
year, the Council shall forward tothe Central
Government and also publish in the official
Gazette a copy of the audited accounts of the
Council for that year.

(6) The Council may borrow from a schedu-
led bank, as defined in the Reserve Bank of India
Act, 1934 (II of 1934), or from the Central Govern-
ment—

{(a) any money required for meeting its
liabilities on capital account on the security of
" the fund or on the security of any other assets
for the time bein belonging to it, or

(b) for the purpose of meetind current liabili-
ties pending the receipt of income, by way of
temporary losn or overdraft.

CHAPTER IV
Register of Members

19. Register.—(1) The Council shall maintain
in the prescribed manner s Repister of the Mem-
bers of the Institute.

(2) The Repister shall include the following
perticulars about every member of the Institute,
namely,—

(a) his full name, date of birth, domicile,
residential and professional addresses ;

() the date on which his name is entered or
deemed to have been entered in the Reister;

(c) his qualifications ;

(d) whether he holds a certificate of practice;
and

(e) any other particulars which may be
prescribed.

(3) A list of members of the Institute ason
the 1st day of April each year shall be published
in the official Gazette.

(4) Every member of the Iu;titute shall, on
his name being entered in the Repister, such
annual membership fee as may be ibed.

20. Removal from the Register.-—(1) The
Council may remove permanently or temporarily
fromthe Register the name of any member of the
Institute—

(a) from whom a request has been received
to that effect ;

{b) who has not paid any -prescribed fee
required to be paid by him; or

_ (c) who is found to have been subject at the
time when his neme was entered in the Repister
or who atany time theresfter has become subject
to any of the disabilities mentioned in section 8
or :

(d) who has been found, on inquiry held by
the Council, to have been uilty of conduet which
in the opinion of the Council, renders him unfit
to be a member of the Institute.

_ Explanation.—Without prejudice to the penera:
lity of the power conferred on the Cauncil by
clause (d), any act or omission specified in the
Schedule shall be deemed to be conduct, which,
beiny proved, shall render a person unfit to be a
member of the Institute.

(2) Where a member of the Institute in
practice is accused of conduct in, or arising out of,
any income-tax proceeding which, if proved, will
render him unfit to be a member of the Institute,
the inquiry shall, notwithstanding anythin to the
contrary in clause (d) of sub-section (1), be conduc-
ted by the Central Government and any order
passed thereon by the Central Government shall,
if so directed by the Central Government, be
carried out by the Council.

(3) A persoh whose name has been removed
from the Repister under clause (d) of sub-section
(1) or under sub-section (2) may, within thirty

- days from the date of intimation to him of such

removal, appeal to the High Court, and shal} be
entitled to appear before the High Court in
person or be represented by an advocate or s
chartered accountant in support of such appeal.

Explanation.—** High Court'' in this section
means the hiphest civi] Court of appeal, not
including the Federal Court, exercising jurisdic-
tion in the area in which the person whose name
has been removed from the Repister carried on
business or had his permanent place of business at
the commencement of the inquiry.

(4) The decision of the High Court on such-
' appeal shall be final,

' CHAPTER V
Regional Councils

21. Constitution of Regional Councils.—
(1) The Council may constitate such Regional
Councils as and when it deems fit for one or more
of the Repions specified in clanse (a) of sub-

section (2} of section 9,

(2) Each Repional Council shall consist of
the following persons namely,—

(a) members of the Council in the Repion
or Repions, ex officio, and

{b) persons elected by the members of the
Institute from amonst themselves in the Region
on the basis of one for every fifty members of the
Institute, fractions exceeding half being treated as
one and fractions equivalent to or less than half
being, omitted.

22. Mode of election.—(1) Election under
the last precedin® section shall be conducted in
the prescribed manner.

(2) Where any dispute arises regaerding any
such election, the matter shall be referred to the
.Council whose decision thereon shall be final,

23. Provisions of sections 12, 13and 14 to
apply to Regional Council with modifi-
cations.—Sections 12, 13 and 14 shall apply to
the Repional Councils constituted under this
Chapter as if for ther word ‘* Council "’ wherever
it occurs therein, the words *‘ Regional Council **
were substituted.

24. Functions of Regional Counciis.—The
Repional Councils shall exercise such functions as
may be prescribed.

CHAPTER VI
Penalties

25. Penalty for falsely claiming to be a
member, etc.—Any person who, not being a
member of the Institute,—

(a) represents that he isa member of the
Institute, or

(b) uses the designation chartered accountant,
or

(¢) uses in connection with his name or title
any words or letters reasonably calculated to
suppest that he is a member of the Institute, or s
chartered accountant, or an associated or a
fellow,

urvahsll be punishable on first conviction with fine

which may extend to one thousgnd rupess and on
any subsequent convicsw with imprisonment
which may extend. to six moths or with fine

‘. which may estend to five thousand rupees,- or

wit.h both._

&
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26. Companies not to engage in accoun-
tancy.—(1) No company or body corporate
shall practise as chartered accountants.

(2) Any company or body corporate con-
traveniny the provisions of this section shall,
without prejudice to any other proceedings which
may be taken adainst it, be punishable with fine
which may extend on first .conviction to one
thousand rupees and any subsequent conviction
to five thousand rupees.

27. Unqualified persons not to sign
documents.—(1) No person other than & mem-
ber of the Institute shsll sign any document on
behalf of a chartered accountant or a firm of
chartered accountants in his or its professional
capacity.

(2) Any person contravening the provisions
of this section shall, without prejudice to any
other proceedings which may be taken apainst
him, be punishable with fine which may extend
on flrst conviction to one thousand rupees and on
any subsequent conviction with imprisonment
which may extend to six months or with fine
Er;&ch may extend to five thousand rupees or with

28. Maintenance of branch offices.—(1)
A chartered accountant shall not maintsin more
than one office unless each one of such offices is
in the separate charde of a member of the Institute :

- Provided that the Council may in suitable cases
exempt any chartered eccountant from the opera-
tion of this section.

(2) Every chartered sccountant maintainin
more than one office shall send to the Council a
list of offices and the persons in charpe of such
offices and shall keep the Council informed of
any changes in relation thereto.

29. Sanction to prosecute.—No person
shall be prosecuted under this Act excep’; ona
complaint made by or under the order of the
Council or of the Central Government.

CHAPTER VII
Miscellaneous

30. Reciprocity.—(1) Notwithstanding any-
thing contai.ned in this Act, no subject of any
country w}u‘ch prevents persons of Indian domicile
from becoming members of any institution similap
to the Instxtutg of Chartered Accountants of India
or from practising the profession of accountancy
in that country or subjects ther to unfair discrimi-
nation shall be entitled to become a member of

the Institute or practise the i
: ] rofession of a -
ancy in India, P ceount

(2) Subject to the px‘-ovisions of sub-secti
(1), the Council may prescribe the condit;:nc.:wir;
any, subject to which foreign qualifications relat.
Ing to accountancy shall he recopnised for the
purposes of entry in the Register,



31. Power to make regulations.-—u}
The Council-mey, by notification in the officia
Gazette, make repulations for the purpose of
carrying, out the objects of this Act. :

(2) In particular, and withoutvprejudice to
the Benerality of the forepoing power, such
.repnlstions msy provide for all or any of the
followind matiers :— .

{a) the standard and conduct of examinations
under this Act;

(b) the qualifications for the entry of the
name of any person in the Register as 8 member
of the Institute ;

{c) the conditions under which sny examina-
tion .or training may be treated as equivalent to
the examination and trainin® prescribed for mem-
bers of the Institute, or any foreijn qualification
may be recopnised ;

(d) the conditions under v\{hich the name of
any person not domiciled in India may be entered
in the Repister ;

(e} the manner in which and the conditions
subject to which applications for entry in the
Repister may be made;

(f) the fees payable for membership of the
Institate and the annual fees payable by associates
and fellows of the Institute in respect of their
certificates ;

(8) the manner in which elections to the
Council and the Regional Councils may be held ;

{h) the particulars to be entered in the
ister ;

() she functions of Redional Councils ;

(j) the traininy of articled clerks and the
fixation of limits within which premia msy be
charped from such clerks and the cancellation of
articles for misconduct or for any other sufflicent
cause; N )

(k) the- repulation and maintenance of the
status and standard of professionsl qualifications
of members of the Institute ;

(1) the carrying out of research in account-
ancy.

{m) the maintenance of a library and public-
ation of books and periodicals on accountancy ;

‘(n) the mansement of the bropeny of the
Council and the maintenance and audit of its

accounts ;

{o) the summonin} and holding of meetings of
the Council, the times and places of such meetings,
the conduct of business thereat and the number of
members necesssry to form a quorum ;

(p) the powers, duties and functions of the
President and the Vice-President of the Council ;

e 3 a .

(q) the functions of tl\esbu‘di nﬁdothef ‘
. committees and the conditions subjdet to which .
e Y

g o R

functions shall be discharped ; .
() the terms of office, and the powers, duties -
and functions of the ‘
and servants of the Couneil ;
(s) the exercise of disciplinary powers con-,
ferred by this Act; and

(¢) any other matter which is required to be
or may be prescribed under this Act.

(3) All repulations made by the Council
under this Act shall be subject to the condition of
previous publication and to the approval of the
Central Government.

&

(4) Notwithstanding anything contained in sub-
section (1) and (2) the Central Government may
frame the first repulations for the purposes
mentioned in this section end sach rejulations
shall be deemed to have been made by the Council
and shall remain in force from the date of the
coming into force of this Act, until they are
amended, sitered or revoked by the Council.

32. References to registered accountants,
etc.,, to be construed as references to
chartered accountants.—Any reference to a
repistered accountant or a certified or qualified
auditor in any law for the time being in force or
in any document whatsoever shall be consirued as
a reference 1o a chartered accountant ss defined
in this Act,

33. Amendment of section 144, Indian
Companies Act, 1913.—In section 144 of the
Indian Companies Act, 1913 (V11 of 1913), for
sub-sections (1), (2), (2A) end (2B}, the follow-
ind shall be substituted, namely :—

*(1) No person shall be appointed to act as
an auditor of any company other than a private
company, not being the subsidiary company of a
public company, unless he is s chartered
accountant within the meaning of the Chartered
Accountant Act, 194

SCHEDULE
[See Explanation to Section 20(1)]

1. A chartered accountant shall be deemed to
be puilty of conduct rendering him unfit to be a
member of the Institute, if he—

{a) sllows any person to practise in his name
as a chartered accountant unless such person is
also a chartered accountant and is in partmership
with or employed by himself ;

(b) pays or allows or aprees to pay or allow,
directly or indirectly, to any person other than a
member of the Institute or a retired partner or the
lepal representative of such partner, any share,

commission or brokerage in the fees or profits of -

kis professional services ;

(c) accepts or aprees toaccept any part of the
profits of the professional work of a lawyer,
auctioner, bhroker or other nt who is not &
wember of the Institute ;

Secretery and other officers "

71 td) enters into partnership with any person
-other thah a chartered accountant or secures,
. either throuph the services of a person not
qualified to be a chartered accountant or by means
_which are not open to a chartered accountant, any

professional business;

(e) solicits clients or professional work either
directly or indirectly, by circular, advertisement,
personal communication or interview or by any
other means;

(f) sdvertises his professional sttainments or
services, or uses any desijnstion or expression
other then chartered sccountant on professions]
documents, visiting cards, letterheads or sign-
boards, unless it be a depree of a University
established by law in Indis or recopnized by the
Central Government or s title indicatm3 member-
ship of the Institute of Chartered Accountants of
India or of any other institution that has been
recoBnized by the Central Government or may be
recognized by ths Council ;

(8) discloses information acquired in the
course of his professional enpapement to any
person other then his client, without the consent
of his client or otherwise than as required by any
law for the time beind in force:

(h) accepts’ a position es auditor iousl
ﬂeld by another chartered wconntamithou)t'
first communicating with him in writing ;

(1) 8ccepts an appointment ss aunditor of =
company without first ascertaining from it
whether the requirements of section 144 of the
Indian Companies Act, 1913 (VIIof 1913} as
respects the appointment of auditors or, if the
company is redistered in an Accedinp State, the
provisions of any similar law for the time being
in lfm'ce in that State, have been duly complied
with ;

(7) certifies or submits in his name or in the
name of his firm a report of an examination of
financial statements unless the examination of such
statements and the related records has been made
by himor by a Partmer or an employee in his
firm or by snother chartered accountant;

(k) permits his name or the name of his firm
to be used in connection with an estimate of

- earnin®s contindent upon future transactions in a

manner which mey lead to the belief that he
vouches for the accuracy of the forecast ;

{I) expresses his opinion on financial
statements of any business or any enterprise in
which he, his firm or a partner in his firm has a
substantial interest, unless he discloses the interest
elso in his report;

(m) charfes in respect of any professional
employment fees which are based on a percentage
'of profits or which are contingent on results;

. (n) engagas in any business or occupation
other tham the profession of chartered accountants
unless permitted by the Council so to enpage;;

(o} fails to di a material fact known
to him which is disclosed in 4 financial
statement, the non-disclosure of which makes the
- statement misleading ;

*O&. T9H" | JYHE REGISTERED ACCOUNTANTS' JOURRAL

{p) tails to report a material miésﬁﬁ:nht in

a fluancial statement with which he is concerned - |

in a professional capacity ;

'
5
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(@) is Brossly neplipent m the conduct of his L

professional duties;

(r) fails to obtain sufficient information to
wsrrant the expression of an opinion or his
exceptions are sufficiently material to negate the
expression of an opinion ; :

(s) fails 1o invite sttention to any material
departpre from the 3enerally accepted procedure
of audit applicable to the circumstances;

{t) fails 10 keep monies of his client in a

separate banking account or to use such monies
for pusposes for which they are intended ;

(u) includes in any statement, return or férm
to be submitted to the Council any particulars
knowing them to be false; .

(») misconducts himself in any income-tax
proceeding ;

() is puilty of such other act or omission as
may be spezified by the Council in this behalf, by
notification in the official Gazette, whicn is likely
to bring she Institute into disrepute. '

2. Without prejudice to anythin® contained ﬂ::;

the forepoing provisions, a member  of
Institute shsll be deemed to be Builty of conduct
rendering him unfit to be 8 member theveof, if ke
does any sct which is likely to bring the [nstitute
into disrepute. .

STATEMENT OF OBJECTS AND REASONS

The accountancy Profession in India is at
Present rvepulated by the Auditors Certificates
Rules framed in 1932 in exercise of the powers
conferred on'the Government of India by section
144 of the Indien Companies Act, 1913, andthe
the Indian  Accountancy Board advises Govern-
ment in 8ll matters relating to. the profession and
assists it in maintaining the standards of the
professional qualifications and conduct required
of the members of the profession. The majority
of the Board’s members are elected by Repisterad
Accountants, members of the profession from
all parts of India. These arranpements have,
however, all salony been intended to be only
transitional, to lead up t0 a system in which
such accountants will, in sutonomous association
of themselves, largely assume the responsibilities
involved in the discharge of their public duties by
securind maintenance of the requisite standard of
professional qualifications, discipline and conduct
the control of the Central Government beinp.
Confined to s very few specified matters.

2. The Bill seeks to authorise the incorporation
by statute of spch an antonomous professiona)
body and embodies a scheme which is largely the
result of a detailed examination of the whole
position by an ad hoc expert body constituted for
the purpose, after taking into account the views
expressed by the . i overnments
and public LefiPe N

-
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