


ORDINARY ..,

:
|

l
|
L

OROS8 REFERENCES.

e e

DO NOT SYEOIAL INDEX.

(a) _Iﬁ"h) m‘” hm ll Tor' 1 : s &

{




-

Tue Hon’sLE Mz, H. SHARP, C.8.1.,, C.L.E, .

Offy. Seeretary to the Government of India,

Tae SECRETARY 10 THE GOVERNMENT or BOMBAY,
EDUCATIONAL DEPARTMENT.

Simla, the 7th September 1917,

Department of Edueation.
Education.

Sig,

I am directed to refer to your letter no. 95, dated the 11th January 1916,
with which was forwarded a scheme for the utilisation of the Sydenham Collcge
of Commerce and Economics, Bombay, as a central examining body for con
ducting examinations at various centres and for awarding a diploma in
accountancy which could be recognised as a basis for the issue of auditors’
certificates under the Indian Compames Act, 1913, the Indian Life Assuran
Companies Act, 1912, and the Provident Insurance Societies Act, 1912, T
was requested that the scheme which, with due consideration to Indian co
ditions, had been drawn up on the lines of the regulations presoribed, for th
Cbartered and Incorporated Accountants of Great Britain, might be ecirculated
to other local Governments and Administrations for their consideration and fo
the suggestion of any aiterations in the regulations which they deemed necessary

2, The Government of India are now in possession of the views of o
local Governments who, subject to certain reservations and sugﬁesﬁon‘s hich
are dealt with in the followmr' paragraphs of this letter, geuerally a
the scheme It bas in some quarters been stipulated that acceptance of i

- scheme should not necessarily preclude a local Government from institut
~a similar diploma hereafter. This is a point which may be considered w
| it arises. Prima facie there would be no objection to such a develo
| were assurances forthcoming as to the standard of the proposed examina
| and possibly a system of reciprocal recognition, based on equahty ot

might be evolved.

. The Government of Madras have made two stxpulatxod
desire tosee the diploma awarded by the Government of India.
A ]

“/ythat the diploma shou )
however, suggested that the final certificate, testifying to appvau
a recognised firm and to the good conduct of the can
endorsed by an officer deputed by the Govern
.1 .2, T ', Government of Madras desire representation on th ‘
"___.,,———-—' The Government of India leave these points for consideration b
| of Bombay and would be glad to henr thexr views
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A 3. One local Government has found out from experience that, at any rate
¥ 2T 5o in the early stages, there will be very great difficulty ia roviding the facilities
Vi1t fu, Y.\ for practical training upon which the whole scheme depends. Tt is urged
)' RE TR therefore that great care will be necessary in the selection of the practising

St L1 firms to which apprentices may be accredited for training and that, considering
£ . . the fluctuations which oceur in the business of . such firms under present con-

"~ ditions in India, it might be advisable to lay down that instead of authorising
. special firms generally to take apprentices each individual application for
apprenticeship should be examined separately and special permission given to
take up his appreuticeship with a firm. Another local Government .wl}ose
advice is prompted by the experience of recent events within its jurisdiction,
suggests that the Accountancy Diploma Board should satisfy themselves not
only that persons anthorised to take apprentices are able to afford their ap-
prentices the requisite facilities for practical training but also that the character
of their work is above reproach, and that, with a view to ensuring this result,
the local Government concerned should be consulted in all cases before any
authorisation of the kind is granted. It is obviously difficalt for a Board

constituted in Bombhay to obtain very reliable information regarding the status

and character of an auditor practising, for example, in a province of Northern
India. Such inquiries would not be necessary when the person authorised ta
take apprentices is either a member of a society esempted by the Government
of India from obtaining certificates from local Governments or is the holder
of a permanent unrestricted certificate. Subject to this proviso, the Govern-
ment of India desire to commend these suggestions to the consideration of
the Government of Bombay.

4. In the matter of the periol of apprenticeship exception has been
takenin one instance to an undergraduate with two years’ attendance at a
“ recognised institution ” being placed on the same footing as graduates (i.e,

, graduates other than the Bombay B. Com. who has taken advanced accountancy
Jand auditing as a special subject for his degree). The scheme provides thata
’ student of either of these two classes should receive three years’ practical train-
ing. It has been suggested that this period be increased to four years in the
case of the first mentioned class. The question which arises from this criticism
is whether an undergraduate with two years’ theoretical training is as well
qualified as a graduate who has not bad the advantage of such a training to
benefit by the present specified period of apprenticeship. If, as the Govern-
ment of India incline to hold, the answer to this question is in the affirmative
they do not think that there is any real justification for the alteration proposed.
It would probably be the case that the graduate was often one who had turned
“ to commercial studies as an after-thought or as a last resort without any special

predilection for the profession. In such a case i% would be illogical to require
a briefer period of practical. experience, especially as it is understood that a
reasonable stage for bifurcation from general to professional studies is that
marked out by the conclusion of the high school course or a year later. An
undergraduate who elects the commercial side at a comparatively earlier
stage and completes an appropriate course of preliminary study for two
years, not only conforms more closely to the above mentioned principle but
also affords a better guarantee that he has madea deliberate choice of a
profession. A suggestion received from another sourc: is that, following
the precedent of the Scotch societies of accountants, attendance at classes at a
recognised Institute might be made compulsory in the case of graduates as
well as undergraduates. While the Government of India are not prepared
to press this suggestion they recognise that its adoption would justify the
proposal to preseribe a shorter apprenticeship for graduates than for under-
graduates, Otherwise they deprecate the adoption of the latter proposal.

5. Another proposal which has been put forward is that the attendance

| A i~ o) [ ata “recognited institution,” which is prescribed in the case of undergraduates,
i é should be dispensed with, as facilities for such attendance do not exist in all
% % L ' | provinces and as no such course is insisted on in England. As regards the
oy A AN ’ first reason mentioned in support of the proposel there appears to he a misap-

prehension that a recognised institution must necessarily be a commercial

”~

college on'advanced lines. The Government of In sume
purpose of affording the two years’ preliminary instruction pre
undergraduates a commercial school on less elaborate lines than
institution.at Bombay_ will prove adequate. The alternative to
provision would be a five years’ practical course. But, having regard to
fact that one of the foremost industrial provinces in India anticipates g
difficulty in providing proper facilities for practical training, it is thought
at the beginuing at any rate the system of a two years' preliminary th
course at such a school will prove to be of greater convenience to
generally. As regards the second reason adduced in favour of the pro
the existence of a.mglle practical facilities in England vitiates the com
drawn from the conditions existing in that country. Finally, the Government
of India would only observe that, as already mentioned above, another
Government has recommended that attendance at a recognigéd institu
should be made compulsory in the case of graduates as well as

6. The period of two years' practical fraining which it is propos
impose in the case of Bachelors of Commerce of the University of Bc v
is held to be too short. The minimum length of training prescribed for
graduates by the regulations of the English and Scotch Societies is one of th
years. These regulations make no distinction between degrees of Bachelors
of Commerce and ordinary degrees and the Government of India are ineline
to consider that this innovation in the Bombay regulations is undesirable. In
any case it seems desirable that holders of a degree of commerce of other
universities, both British and Indian, should be eligible for privileges an=-
alogous to those to be accorded to the graduates of the University of Bomba;

7. The Accountancy Diploma Board récommended that unrestricted
auditors’ certificates be awarded to all holders of the proposed diploma. They
laid stress on the high qualifications represented by tge diploma and they
argued that if a holder is qualified to conduct aundits in one province he must
be equally qualified to do so in other provinces. The Governor in Council
approved this recommendation and suggested that it might best be given
effect to by the issue of an exemption order by the Government of India unde
the proviso to sub-section (i) of section 144 of the Indian Companies Act of
1913 in favour of diploma holders. The views expressed by loealpﬂov '
in this matter are not unanimous. While some are prepared fo
in the course proposed others have represented that in view of the fact th
something more than mere technical skill is required’ in an auditor,
automatic grant of certificates is not desirable. It is suggested that e
local Government should deal with its own candidates and that unr
certificates should be bestowed only if the local Government is-
with the conduct and character of the diploma holder.. The Gove
India are disposed to concur in this view and they also share the
expressed in this connection that until the successof the Bombay Accc
Diploma examination can be gauged by actual results it would be ;
to exempt diploma holders from the necessity of obtaining certain
or permits from local Governments. This procedure would have th
advantage of rendering the whole scheme more acceptabie to
with the result that they would be less likely to start si
own. Accordingly, the Government of India would sugge

A - uld obtain Gpermlsszon to p
“*hation from the local Government in
to have his office or to workas a

The definite conditions under which

wted may possibly be decided later,

tuse experience. e A :

(#) Holders of restricted certificates
and of temporary unrestrie
sanction of . the local .

take apprentices'in
- ancy ggplomhgﬂ.
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(i1i) Those who pass the accountancy diploma examinations should be
given a restricted certificate by the Accountaney Diploma Board
after a period of practical experience shorter by one year than
is prescribed in the draft regulations for the diploma examina.
tions. “The certificate should be sent to the successful candidate
through the local Government concerned.

(iv) Diploma holders should be given an unrestricted certificate by the
Accountancy Diploma Board after the full period of practical
experience prescribed in the draft regulations for the diploma
examinations,

The certificate should be sent to the successful candidate through the
local Government concerned, but if within two years after
receiving the full diploma the holder transfers his residence to
some other provinee he should obtain the permission of the local
Government before establishing his headquarters in that pro-
vince. ?

(v) It must be recognised that, though the ideal system of control
is an autonomous regulation by recognised and associated bodies
of professional accountants of the professional discipline of their
own members, there is at present little basis for such an or-
ganisation, and the present is a period of ftransition. There
exists, however, in Bombay a society of professional accountants
and it is a question for the consideration of the Bombay
Government whether now or at some later time this body
might not be recognised as the disciplinary body for accountants
at present amenable to the disciplinary. control of the Bombay
authority, either in all cases, or only as regards members of the
society, and subject to such degree of control by the local
Government as may be found desirable. No such societies
exist outsile Bombay, and it will therefore be necessary for
the rest of India and for Bombay, until the course suggested
above proves practicab le, to establish a disciplinary body having
powers, as regards the rest of India, over the holders of dig-
lomas from the Accountancy Diploma Board, aud as. regards
Bombay, over all certificate holders at present amerable to the
control of the local authority. For the present, therefore,
the Government of India consider that in the case
of holders of restricted and unrestricted certificates granted

* by the Accountancy Diploma Board, disciplinary action should
be taken by that Board subject to the confirmation of the
local Government within whose jurisdiction the auditor in
question resides and ordinarily conducts his work. In the case
of holders of restricted and unrestricted certificates granted by
the Bombay Government such action will continue to be taken,
until it proves possible to adopt the suggestion made in the first
part of this sub-paragraph, by the . Auditors’ Council. It isa
question for consideration whethcr the Council might not, as
an initial step towardsthe ultimate form of control, be enlarged
by the addition of at least three members nominated by the

Accountancy Diploma Board, two at least ese nominees to be
the holders of either an Accountancy /Diplom@NBoaxdror of a
restricted or unrestricted ecertificate granted by the lccal
Government

8. In cenclusion, T am to refer to a cognate question which has been
definitely raised by a local Government, the continuance for a few years more
of the system of granting provisional certificatesto-sefected persons who are

not members of the exempted socicties of auditors. In addition to the

contention that many companies are unable to afford the fees charged by
chartered accountants, it may be taken into account that many holders of
provisional certificates should now be better able to carry out an "audit
efficiently than tbey were when they first received their certificates. It
is also sometimes inconvenient for a company to change its auditor.

¢

It is clear ,tb;E: those who haVe done mo audit
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long period or have shown inecompetency should no
sion of their certificates, bntiﬂhep:edeéms‘ no good - reas
a certificate from those who have been doing good audif
possible again that others may have their restricted certificates
with such extra restrictions as local Governments may think desirab
case. By this means the number of such aaditors would decrease

The knowledge that bad work would lead to a cancellation of a certifical
be a great incentive to the remaining holders to do their best work.
earzflul'oonsidemtion the Government of India have come to the
conelusions :—- ¥ :

(#) Local Governments should be empowered to grant to p
~ both of temporary restricted and temporary unrestricte
~cates new restricted certificates for such periods and subj
restrictions as they may determine in each case. Such res
would be in addition to those specified in sub-clause (22
and might conveniently confine the holder to the a
certain class of company, or a company whose aceounts are
in a specified vernacular. They might also preclude him from t
the audit of any limited company whose balance sheet h
not previously signed as auditor. In very exceptional
Governments might give permission to a_company to emp
accounts 1orany one year a mab

icate, but such cas

e granted to the and not to the auditor.. Loocal G
ments would not have power to grant a restricted certificate
any person who had not previously held either a temporary
ed or a temporary unrestricted eertificate. .

| (i) The holders of all restricted oertificates whether those grantec
after by local Governments in accordance with sub-clause (7)
or those granted by the Accountancy Diploma Board

with paragraph 7 (1) of this letter, should be
: conduct audits in the province for which the certifi
ed and/provided that the company whose accounts
audited has not a share capital exceeding Rs. 50,000

‘ This permission should do away with the
special rules which prescribe the qualificatior
eligible to audit the acoounts of Provit
and of Life Assurance Compa

(#48) Holders of unrestricted certifica

- mentsor the Accountancy Dip

the accounts of any company, su

granted by local Governments t
 stated in their certificates,

~(iv) Local Governments should nof I

unrestricted certificates. L -

9. Before issuing final orders on the subject the Go
be glad to be favoured with any remarks which the G

desire to offer on any of the points dealt with in this
_ A statement showing the number of certificats

il
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Copy forwarded to the Government of M ad r a8
for information. <y

Sy order,

e

Assistant Secretary lo the Government of India.
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