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gt 295, Linghee Chetty Street,
VATRAS, .30« /lovZ 1912,

THE SECRETARY to $he GOVER
~i.ED

Sir,

I beg to forwa:d for the Informetion of the GOVFﬁﬂé'
YENT of MADRAE,. a c:py of letter I ﬁddresaed the Covernment
of India on the subject of PROVIDING SUITABLY TRAINED MEN TO
ACT AS PUBLIC AUDITORS under

2. As the Life Assurance O nies' Act and the
Provident Societies' Act recently passed by the Governor-
General in Council have already created & demand for qualifi-
ed Auditors, it seems to me that the time has arrived for
the Government of ledras to consider thevy ns of providing
a training for thie class o}f;én in this Presidenc It is
eérngstly hoped that tﬁe stepe taken to work out the scheme
will satisfy all the conditions enumerated in my letter so
that when the Companies!' pass intc Law, the same
scheme 7 be advanta
that Act,
to say that in this way a training
devised for our young men which, while strengthening
the powers of judgment, sharpening the intellect and stimul
;tion‘- the ends of

yet be useful for

I beg to remain,
Sir

>

Your most obedient servant,

Ly sy |
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295, LINGHEE CHETTY STREET,

:%Zzaénm, 134 C/il/ﬂ% /f//?.

Jo
Tfie Secretary to tfie Sovernment of India,
éducational Department,
Simta.
Sir,

The recent announcement made by the Honourable Member for Commerce

and Industry at the Imperial Legislative Council on the 22nd of March last, that

the subject of providing suitably trained men to act as public auditors (under the
new Indian Companies’ Bill) is engaging the attention of the Honourable Member for
Bducation encourages me to place the following humble lines before the Govern-
ment of India for their information, consideration and such action as may be found
necessary.

2. With the rapid expansion of Joint Stock enterprise and the increasing
development of huge industrial organisations dependent on i, involving the employ-
ment of a large amount of public capital in this country as well as in Great Britain,
the need for a careful examination of the accounts of these concerns, by qualified
auditors, is becoming more and more keenly felt. Although the published accounts
of these undertakings are vequired by law to be certified by an auditor, yet the
qualifications of these men are nowhere defined and this question has, therefore, not
received the serious attention it deserves. 'L'he demand that the qualifications re-
quired of these men should be included in the new Companies’ Bill, has, however,
brought much nearer the consideration of this important question.

8. Informed public opinion in India on this subject may now be said to
be gaining ground and we have. theref re, in inaugurating any scheme providing for
the necessary qualifications of these men, not so much to overcome resistance as t0
guido the movemens. Great Britain has all along enjoyed a privilege which was
denied to Tndia, because, so far back as 1812 the increased importance given to
proper and systematic accounting and their examination created a demand for men
who should be experts-in that particular hranch of work, and, we find the evidence
that this demand was suitably met by the publication of a list of accountauts in the
directories of that year. In the middle of the same century a serious attempt was
made to organise what was already looked upon as an important profession and the
outeome of it was that a Royal Charter of Incorporation was granted to the Society
of Accountants at Edinburgh and this marks an important era in the history of the

* accountancy profession. Then followed the formation of the two important bodies

of qualified accountants, which control the profession throughout the British domi-
nions to-day, the Institute of Chartered Accountants in 1880 and the Incorporated
Society of Accountants and Auditors in 1885, and ever since, there has always been a
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strong public opinion in favor of entrnsting these duties only tu those who are ear-
marked as qualified by these two recognised bodies ; and, side by side, with: this
demand, there has been a ready supply of a isufficiently large number of such men
woll educated and efficiently trained. Tnspite of theso advantages, one of the organs
of the professiunal accountants in England speaking, disparagingly, of the situation in
that country says, It is a popular theory thatif a man means to be dishonest, he
“ will find an opportunity whatever safe-guards may be employed. Bus this is en-

i
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¢ tirely contrary to experience. There are of course exceptions, but past history will"™>

# abundantly show that in the great majority of cases, crimes of this character have
¢ only been perpetrated where control and supervision haye been loose and the
« chances of detection correspondingly small. Cases of really  ingenious frauds are
< fow and far between. Tn nive cases out:of ten, the initial thetts have had their in-
“ ception in-a pressing need for money:and a menns of obtaining it with the reason-
“able probability of escapiag dstection. Had that probability been  more
 yémote, the fraud would, in all likelihood, never have been perpetrated. This
“raises an important question. Ts there mot a definite moral cbligation upon
¢ employers of labour, whether sosieties, corporations, or individuals, to see that a
« proper check and supervision is exercised over all wio have the control or hand-
“ling of money, and where such precautions are neglected, is the party. who has
# been rohbed more to be pitied than blamed? And further, has not the State some
“ responsibility in the matter from the wider aspect of .the protection. of the
¢ community P As the embodiment of the nation’s wisdom and legislative power,
“Hhas not Parliament a duty to see, that, in the case of Institutions of a puvlic or
“semi-public character an effective supervision is applied ? That this is admitted
“in theory may he assumed from the fact that every public company is now re-
“ quired by law to havelan auditor. T is‘only-in theory, however, for what are we
“t0 say of the practical value of the admission, so long as the auditor may, as in
“this case, be a working man with no knowledge of the duties he should per-
S formiex * * % his system is good enough for an industrial society
< entrusted with the custody of large funds, good enough until tho day of reckoning
“ arrives. 'Then the professional auditor is called in, but not to. perform his proper
¢ and legitimate function, not to guard against fraud and prevent irregularities, but,
“ forsooth, to unravel the tangle, to tell the loss; and to assist in bringing the
« unfortunate culprit to his doom.” If this iy the picture of the situation in England,
what are we to say of India where no provision for the training of auditors exists
and where, consequently, any man absolutely devoid of any knowledge of accounts
can claim to be an auditor ?

4. Tt is no exaggeration to attribute the many failures of Joint Stock
Companies in Tndia to the want of duly qualified auditors eapable of placing before
the general bodies of shareholders and others, from time to time, the real financial
position of their concerns and show, when necessary, how and where improvement is
needed. In fact, an anditor is often, in the performance of his duties, called upon to
weigh the respective merits of conflicting arguments, readily grasp and marshal
facts and figures, proceed with his investigation with the help of the scantiest
material, restore order out of chaos, put a reasonable construction on anything he
comes across, and act tactfully in any position that may arise; and these things can-

not hecome possible unless he is so thoroughly equipped that he can really enjoy his
work.

5. The next point for consideration is the method to be followedsin shaping
the future auditors of India. Among the present-day auditors, are found those who

s
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after giving up all hopes of being hall-marked by the University as fit for any kind
of-higher literary or professional training ‘have, in despair, joined some school of
commerce and ob%ain :d a smattering’of book-keeping knowledge: There are others,
who by virtue of their occupying some minor position in Government or other account
offices, have somehow created a general impression that they are the only body of
available and suitable men competent to be entrusted with this work : there are others

still—young men—who havesggcently come out as members of some of the so-c;ﬂled
‘accountants’ spcieties in England now springing up as rivals to the two officially

recognised bodies of.Chartered and Incorporated- Accountants: - Some of these have
already met with an inglorious end. It must always be borne in mind that men
without some standard of general education and knowledge can never profit by any
kind of specialised study or training. In intellectual as in material architecture,
no good edifice can be built on a faulty foundation. The knowledge of accounts that
the second mentioned class of men ' possess is based only on the chance
events brought to their notice in the round of their daily work, and although,
these men may be found steady and guseful in minor occupations, yet, in
order to grapple with the move intricate problems of modern. fimance and accounts,
they will not be found to know much beyond the dry liusks of their long practical
experience. As regards the last-mentioned type of men, their qualification for
auditorship, to say the least, iy represented’ by nothing more than their membership
fees, advertisements and sign-hoards.

6. We have now to replace men of; these deseriptions by those possessing
a sufficient standard of general educativn, combined with a tested knowledge of
higher accountancy and law and trained inthe rudiments of practical audit work.
Unless all these requirements ave fully satisfied, it is impossible to:say that an
advance has been made in the right direction. The next question naburally arises
as to how these conditions are to be fulfilled both as regards future entrants and
existing men.

7. Tt must be admitted that the extent and scope of the examinations con-
ducted by the Institute of Chartered Accountants and the Incorporated Society of
‘Accountants and Auditors of England, should undoubtedly, have a considerable effejct
on the policy to be adopted in instituting any accountancy examiuatior'x in-Indm.
The following salient features of these examinations will be of interest as indicating the
lines on which a scheme to suit Indian requirements can be successfully worked out.

SOCIETY OF INCQRPORATED
ACCOUNTANTS AND AUDITORS.

INSTITUTE OF CHARTERED
ACCOUNTANTS.

5 GENERAL-

Subjects. Subjects.

(1)’ Dictation and Short nglish Com- (1) English Gl'am@ar and Composition
position. and Dictation.

(2) Arithmetic. (2) Arithmetic.

(8) Algebra and Geometry- (3) Algebra and Euclid.

(4) Geography. (4) Geography.

(5) English History.

(5) English History.
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(6&7) Tiwo of the following (one to be a
language) Latin, Greek, French,
German, Ttalian, Spanish, Ad-

(6) Latin.

(7) One of the following, French or

vanced Mathematics, Physics, German.
Chemistry, Biology, Geology,
and Stenography.

Examination Fees: £ 2-2-0. £1-1-0.

Resavks—More or less of the standard of the Matriculation Examination of any
Indian University. Formal exemption is granted when a candidate has
already passed an equivalent examination.

SPECIAL AND FINAL.

(1) *Buok-keeping and Accounts, in- (1) #*Advanced Book-keeping, Auditing

cluding Executorship accounts,

(2) *Auditing. %

(3) *Book-keeping and Accounts, in-
cluding Partnership accounts.

(4) *Rights and Duties of Liquidators,
Trustees and Receivers.

(5) Bankruptcy and Company Law.

(6) Mercantile Law and the Law of
Arbitration and Awards.

Number of Papers: Six.

Duration of Examination: 14 hours.

Examination Fees: £ 2-2-0.

and general commereial know-
ledge. *
25 * Do- do. (2nd Paper.)
(3) *Adjustment of Partnership and
Bxecutorship accounts.
(4) *Rights and Duties of Liquidators
Irustees and Receivers.
(5) Joint Stock Company and Bank-
raptey Law.

(6) Mercantile Lay.
(7) Law of Arbitrations and Awards.
(8) *Law relating to Partners.
Eight.
17 hours.

£ 2-2-0.

An Intermediate Examination in Accountagey and Law is held in the subjects

marked.*

Examination Fees : £ 2-2-0.

£1-11-6.

8. Regarding existing men, it is necessary to insist on thosc who are to be
admitted to practice, possessing qualifications described below :—

General Education.—Say, at least, the Matriculation Examination of an Indian
University or an examination equivalent thereto.*

Higher knowledge of Accountancy and Law—Any existing examination
conducted by Local Governments or Administrations of a standard equal to
that for:future entrants.*

Practice.—For the present, actual practice as a public accountant from 3 to 5 Years
or professional official experience of a suitable type.*

.
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*These are to be decided by a Committee appointed in each local centre where
examination for future entrants will be held, It is really a difficult matter to
Jjudge the fitness of existing men except by following some definite plan such as the
one above. But other cases, not coming within this, should be decided on their own
individual merits.

9. In conclusion, I may be permitted to say that the future of the accountancy
profession in India will largely depend upon the way in which the startis given
for the training of these men. Year after year, it is becoming, more and more a
necessity for private firms, Banks, Municipalities, Railways, Trusts, &e.. to have their
books efficiently maintained, and for this purpose they engage the services of
accountants. As employment is the bait of modern times, it is desirable to influence
these bodies to reserve a certain number of such appointments for men who can be
trained in future for these special lines of accountancy work. It would also be
advantageous to offer these men some suitable posts in Government departments
wholly devoted to accounts work where they will be found more useful in quickly
grasping, the peculiarities and meaning of different modes of procedure and readily
yield to every demand for a change calculated to ensure economy, improve efficiency
and bring effective control, none of which will be possible to attain with men brought
up under rule-of-thumb metliods and tradition.

I beg to remain,
Sir,

Your most obedient servant,

S. M. CHETTY.

§. MURTHY AND GO.; MADRAS.
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With reference to Government liemo Ho. 3237-1, Edu=

L cational, dated ‘17th December 1912, referring for remnarks

the petition (herewith returned) from S, Murugaiya Ghetty' 3

< E) on ‘the subject of ‘;providing S\jitably trained men to ac

} as Public Audinors, I have the honour to suggest that. it

wait for the scheme that the Hon'ble

would better to

./M?.\Butleﬁ.-ha's in hand.

"I nave the honour to be,

sir, i
i Your most obedient servant,
.S f o . s . 4

Tog Director.of Public Instruction. 3
o ¥ ¥
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