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OONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE)

REPORT OF THE SELECT COMMITTEE ON THE CHARTERED
ACCODNTANTS BILL, 1948.

We, the undersigned, members of the Select Committee to which the Bill
{o make provision for the regulation of the profession of accountants was

*Appoal submitted referred, have comsidered the Bill, the evidence tendered
RY "h:’. c#m‘;“‘;‘:‘d"‘." on behalf of the_Accountants’ Association of India and
$800.8% 0 O o » i i d have now the honour
"Mi. the puper* noted in the margin, an '
:?.:t:. chmmo of* to submit this, our Report, with the Bill as amended by
India.

us aunexed thereto.

Clause 1(2).—We have re-cast this clause to conform to the formuls now
adopted with reference to the app'ication of Aots of the Dominion Legislature
to Acceding States.

Clause 2(2).—The words ‘‘in consideration of remuneration received or to be
received’’ should cover all classce of cases mentioned in this sub-clause, and
nct merely the first item therein.

We have omitted item (iv) as, in our opinion, this is a matter which ean
and ought to be regulated by the Council under item (v), now re-numbered (iv).

Clause 4.—We think that provision should be made for the enrolment of
any person who has passed the examination for the Government Diploma in
Acoountancy before the commencement of this Act and who, although not
duly qualified under the Auditors’ Certificates Rules, 1982, fulfils such other
conditions as to training prescribed by the Central Government as would render
him suitable for admission as a member of the Institute. Further, we have
deleted all references to domicile as being a matter somewhat difficult to deter-
mine in many cases. We have, however, added a proviso to sub-clause (iv)
whereby, in the case of persons not permanently residing in Tndia, the Cou_ncil”
may prescribe such further conditions as it may think fit. We have also pres-
cribed a maximum limit of the fee that may be levied by the Council for the
admission of members. )

Clause 6.—Apart from a slight drafting amendment, we have prescribed
8 maximum limit of the fee payable by fellows of the Institute.

(lause 7.—We have redrafted the proviso so as to make it oclear that
persons entitled to add to their names any other description or letters to
indicate membership of such other institute of accountancy as may be recog-
nised by the Central Government are not prohibited from doing so by reason
of anything contained in this clause. In our opinion, members of a firm of
chartered accountants should also be entitled to use their firm name as Char-
tered Accountants.

Clause 8.—We think that no person who has not attained the age of 21
years should be allowed to become s member of the Imstitute. Although this
contingency is hardly likely to arise, it would be advisable to expressly provide
therefor.

Clause 9.—In view of the constitutional changes that are taking place,
we think that it should be left to the Central Government to specify from time
to time the regional oonst-itl‘encies for the purpose of this clause.
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Clause 10.—W'e heve included o proviso authorising the Central Government
to take such steps as may be necessary for holding the first election.

Claus; 12.—The new sub-clause (4) enables the President to carry on the
administrative functions of the Council until such time as a new Council is
constituted.

Clause 14.—We have made a few drafting c*anges.

Clause 16.—We think that the President, Vice-President and Thembers of
the Council should not be paid any salaries. .

Clause 17.—In our opinion, it is essential that a Government nominee on the
Council is assured of a seat on the Disciplinary Committee, and we have added
A proviso to sub-clause (3) to this effect.

Clause 18,—We think that members o the Institute should be entitled to
ﬁe copies of the annual accounts snd Report of the Counoil.

Clauses 20 and 21.—The power to remove the name of any member from
the Register for misconduct should be exercised only after a thorough inquiry
and, in our opinion, an independent and impartial inquiry will be assured §f
the Counoil, after ho!ding a preliminary inquiry, is required to forward ite
finding to the High Court. We have, therefore, redrafted old clause 20 on the
mcdel of the Indian Bar Councils Act, 1926.

In our opinion there should be no distinction between misconduct arising in
income-tax proceedings and other proceedings and we have therefore elimina-
ted this distinction. But we have provided that where the complainant is the
‘Government, the Council is under an obligation to hold an inquiry, irrespec-
tive of any opinion it may have on the matter. .

We have also provided for the consolidation of proceedings in one High
Court, and for the transfer of any cese from one High Court to another where
it is necessary to do 8o for the purpose of avoiding multiplicity of proceedings.

Clause 23 (old clauses 21 to 24).—We think that at this stage it will be suffi-
cient if the Council is given power to constitute Regional Councils as vnd
when it thinks fit, and no elaborate provisions need be incorporated in the Bill
for this purpose. .

Clause 24 (old clause 25).—In our opinion, clause (¢) is unnecessary and
may be omitted. Further, we have slightly modified this clause as a matter
-of drafting.

Clause 25 (old olause 26).—This clause deals with offences by companies,
and it is, therefore, appropriate that sub-c'ause (2) should be redrafted so as
to fasten the liability on officers of the company responsible for the, contraven-
tion. b

Clause 29 (old clause 30).—For the purpose of applying this clause, the
‘Council should be guided by the decision of the Central Government as %o
whether any foreign country” practises Snfair discrimination with regard to the
subjects of our country practising the profession of accountancy in such foreign
-country. We have accordingly modified this clause. ~

Clause 32 (old clause 33).—The proviso to sub-section (1) of section 144 of
the Indian Companies Act, 1918 shculd continue to find a place in that Act,
and it has therefore been restored

The Sohgd_ule, paragraph 1.—In our opinion, nothing contained in item (n)
-should prqhxl.nt & chartered accountant from being a director of a company,
unless he is interested in that compeny as an auditor. A proviso to this effect
bas therefore been added.
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§
" Items (o) and (p) have been recast in order to bring out their moamng more
o olearly.

Item (v) has now become unnecessary and is therefore omitted.

Paragraph 2 of the Schedule is expressed in very wide language and is slso
unnecessary in view of other similar provisions in the Bill.

2. The Bill was published in Part V of the Gazette of India dated the 11th
September, 1948.

8. We think that the Bill has not been so altered as to requxre ciroulation
under rule 49(5) of the Rules of Procedure and Conduct of Business, and we re-
commend that it be passed as now amended.

) B. R. AMBEDKAR.

K. C. NEOGY.

. *H. P. MODY.
K. SANTHANAM.
M. ANANTHASAYANAM AYYANGAR,
MAHAVIR TYAGT
*T. T: KRISHNAMACHARI.
*THAKUR DAS BHARGAVA.
FRANK ANTHONY.
ARUN CHANDRA GUHA.
*MIHIR LAL CHATTOPADHYAY.
M. THIRUMALA RAO.

NEw Depnr;
The 1st March 1949.

*  Subjeot to & Minute of Dissent.
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. MINUTES OF DISSENT. .

I
I regret I am not in agreement with some of the recommendations made

‘by the Select Committee.

I am altogether opposed to the idea of Accountants in Indis adopting s
designation which has acquired a special significance and has come to be asso-
ciated with a particular class of Accountants. I do not see why, if it is thought
necessary to adopt the term ‘‘Chartered Accountant’’ the word “lndia’
.should not be added at the end to make it clear that, as is the case in South
Africa and Australia, persons with-Indian qualifications calling themselves Char-
‘tered Accountants were not members of Institutes and Bocieties in other coun.
tries.

The proviso to Clause 7 permits Members of the Institute in India who con-
-stitute a firm to use only the term ‘‘Chartered Accountants’’, but those firms
whose members have already qualified as Chartered or Incorporated Accountants
abroad are not to be allowed the designations so acquired after their firm name
In signing accounts and other documents. This, again, is caloulated to mis-
Jead the public and I cannot agree with it.

Clause 24(i) should not apply to persons who be'ong to Institutes or Bocieties
which are recognised at the commencement of the Act by the Central Gov-
-ernment vide Rule 7 of the Auditors’ Certificates Rules, 1982, and which per-
mit them to call themselves Chartered Accountants or use the titles F.C.A.,
A.C.A, or C.A.

Clause 29 should make c'ear that the Rules to be framed will make pro-
vision for the recognition of persons who belong to Institutes-or Societies which
-are already recognised under Rule 7 of the Auditors’ Certificate Rules, 1982.

H. P. MODY.

Naw Drunr;
‘The 1st March 1949 ‘

. I

Clause 2(2).

T think it is necessary to add the words ‘or is an assistant in a firm of char-
tered aocountants’ after the word ‘chartered accountants’ for the reason a quali-
fied associate or a fellow should be permitted if he elects to do so to get em-
ployed in a firm of chartered accountants without using his status us u fellow or
as an associate. It may be said ‘that ‘this is not specifically excluded by the
wording of clause 2(2) but even so I would like it to be made explicit parti-
cular as the wording of clause 27 contemplates a contingency where a fellow
or associate may be employed by a firm of chartered accountants to manage

a bank.
T. T. KRISHNAMACHARI

-

New DsaLn1;
The 1st March, 1949.

I
We find this measure will apply to acceding States. It is therefore neces.
sary that 2(d) and (h) should be amended so as to include the practising accoun-

" tants in the States under their rules.
‘ THAKUR DASS BHARGAVA

M. THIRUMALA RAO
New DxvrnI;
The 1st March, 1040.
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¢ (As AMENDED BY THE SELECT COMMITTRE.)
(Words sidelined or underlined indicate the amendments suggested by the
Committes : asterisks indicate omissions.)
A
BILL

to make provision for the regulation of the profession of ascountants.

WHEREAS it is expedient to moke pmvision for the regulation of the pro-
fession of accountants and for that purpose to establish an  Institute of

Chartered Accountants;
It is hereby enacted as follows:—

CHAPTER 1.
PRELIMINARY.

1. Bhort title, extent and commencement.—(]) This Act may be called the-
Chartered Accountants Act, 1949.

(2) It extends to all the Provinces of India, and also to every Acceding
State to the extent to which the Dominion Legislature has power to make laws.
for that State as respects the matters dealt with in this Act.

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

2. Interpretation.—(!) In this Act, unless there is anything repugnant in the.
subject or context,— )

(a) “‘associate’’ means an associate member of the Instiluie;

(b) ‘‘chartered accountant’’ means a person who is a member of the:
Ingtitute and who is in practice;

(o) ‘““Council’’ means the Council of the Institute;

(d) “‘holder of a restricted certificate’” means a person holding &
permanent or temporary restricted certificate granted by ‘a Provincial.
(overnment under the Restricted Certificates Rules, 1982;

(e) ‘‘Institute’’ means the Institute of Chartered Accountants of India.
constituted under this Act;

(f) ‘‘prescribed’’ means prescribed by regulations made under this Act;:
(9) ‘‘Register’’ means the Register of Members maintained under this.
Act;

(h) “‘registered aocountant’’ means any persou who has been enrolled
on the Register of Accountants maintained by the Central Government
under the Auditors’ Certificates Rules, 1982;

(i) “year’ means the period commencing on the 1st day of April of any
year and ending on the 81st day of March of the succeeding year.

(2) A member of the Institute shall be deemed ‘‘to be in practice’’, when
ivdividual'y or in partnership with* chartered accountants, he, in consideration
of remuneration received or to be received.—

(1) engages himself in the practice of accountancy; or

(i) offers to perform or performs services involving the auditing or
verification of financial transactions, books; accounts, or records or the
preparation, verification or certification of financial accounting and related:
statements or holds himself out to the public as an accountant; or

(itY) renders professional services or assistance in or asbout mattérs of
principle or detsil relating to accounting procedure or the recordiug.
presentation or eertification of financial facts or data; or
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(iv) renders such other services as, in the opinion of the Councii
are or may be rendered by a chartered accountant;

and the words ‘‘to be in practice’’ with their grammatical variations and cognato
expressions shall be construed accordingly.
CHAPTER II.
Tae IxsTITUTE OF CHARTERED AOCOUNTANTS OF INDIA.

3. Incorporation of the Institute.—(I) All persons whose pames are *  *
entered in the Register ut the commencement of this Act and all persous
who may bereafter have their names entered in the Register under the provisions
of this Act, so long as they continue to have their names borne on the said
Register, are hereby constituted a body corporate by the name of the Institute
of Chartered Accountants of India, and all such versons, shali be known as
members of the Institute.

(%) The Institute shall have perpetusl succession and a comumon seal and
shall have power to acquire, hold and dispose of property, both moveble end
immovable, and shall by its name sue or be sued.

4. Entry of names in the Register.—(7) Any of the following persons shall be
entitled to have his name entered in the Register, namely,— ‘
(i) any person who is a registered accountant or a holder of a restricted
certificate at the commencement of this Act; .

(1t) any person * * * ‘who has passed such .examination and
completed such training as may be prescribed for members of the Institute;
(711) any person who has passed the examination for the Government

Diploma in Accountancy before the commencement of this Act, and who,
although not duly qualified to be registered as an accountant under the
Auditors” Certificates Rules, 1932, fulfils such conlitions as the Contra]
Government may specify in this behalf:

(iv) any person * * * who has passed such other examination
and completed such other training without India ns is recognised by the
Council ns equivalent to the examination and training prescribed for mem-
bers of the Institute:* * *

Provided that in the case of any person who i8 nobt permanently
residing in Indin, the Council may prescribe such further conditions as
it may think fit;

(v) any person domiciled in India, who at the commencement of this
Act is studying for any foreign examination and is at the same time under-
going training, whether within or without India, or, who, having passed
such foreign examination, is at the commencement of this Act undergoing
training, whether within or without India -

Provided that any such examination or training was recognised before
the commencement of this Act for the purpose of conferring the right to be
registered as an accountant under the Auditors’ Certificates Rules, 1982,
and provided further that such person passes the examination or completes
the training within five years after the commencement of this Aot;

» * * * * *

(%) Every person belonging to the class mentioned in clause (i) of sub-section
1) shall * * * have * his name entered in the Register ¢+ * *

% * * without the payment of any entrance fee.
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-(8) Ewery person belonging to any of the clusses mentioned in clauser (i),
(idt), (iv) and (v).of sub-section (1) shall have his name entered in the Register
on application being made and granted in the vprescribed manuer aud on pay-
ment of the prescribed fee, which shall not exceed rupees three hundred in

any case.

(4) The Central Government shall take such steps as ma$ be necussary for
the purpose of having the names of all persons belongiug to the class mentioned
in clause (i) of sub-section (I) entered in the Register.

5. Fellows and Associates.—(1) The members of the Institute shall be divided
into two classes designated respectively as associates and fellows.

(2) Any person shall, on his name being entered in the Register, be deemed
10 have become an associate member of the Institute and be entitled to use the
letters A.C.A. after his name to indicate that he is an associate member of
the Institute of Chartered Accountants. -

(8) An associate who has been in continuous practice in India for at least
five years, whether before or after the commencement of this Act, or whether
partly before and partly after the commencement of this Act, shall, on payment
of the prescribed entrance fee, which shall not exceed rupees two hundred in

any case, and on application made and granted in the prescrihed manner, be

‘entered in the Register as n fellow of the Institute and shall be entitled to use
the letters F.C.A. after his name to indicate that he is n fellow of the lustitute
of Chartered Accountants.

»* * * * * *

8. Certificate of practice.—(1) No member of the Institute shall he entitled
te practise unless he has obtained from the Council a certificate of practice.

(2) Fvery such member shall pay such annual fee, differing in amount aceord-
ing as he is an associate or a fellow of the Tnstitute, for his certificate as may
be prescribed, and such fee shall be due on the 1st day of April in cach year.

7. Members to be known as Chartered Accountants, —Every member of the
Institute in practice shall be designated as a Chartered Accountant and no person
practising the profession of accountancy in India shall use any other designation,
whether in addition thereto or in substitution therefor:

Provided that nothing contained in this section shall be deemed to prohibit
any such person from adding any other description or letters to his name, if
entitled thereto, to indicate membership of such other Institute of accountancy,
whether in India or elsewhbere, as may be recognised in this behalf by the
Council, or any other qualification that he muy possess, or to prohibit a firm,
all the partners of which are members of the Institute and in practice, from
being known by its firm name as Chartered Accountants.

8. Disabilities. —Notwithstanding anything contained in section 4, a person
ahall not be entitled o have his name entered in er borne on tho Register if he—
(i) hes not attained the asge of twenty-one vears at the time of Lis
spplication for the entry of his name in the Register; or
(it) has been adjudged by a competent Court to be of unsound mind; or
(@) is an undischarged insolvent; or
(iv) being a discharged insolvent, has not obtained from the Court a

certificate stating that his insolvency was caused by misfortune withcut nny
misconduct on his part; or
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(v) has been convicted by a competent Court whether within or without

India, of an offence involving moral turpitude and punishable with trans-
portation or imprisonment or of an offence, not of a techmical nature,
committed by him in his professional capacity unless in respect of the
offence committed he has either been granted a pardon or, on an application
made by hlm in this behalf, the Central Government has, by nn order in
writing, removed the disability; or

(vi) has been found on inquiry * * * * to have been guilty of
conduct which * * * * yanders him unfit to be n member of the Insti-
tute.

CHAPTER IIT.
CounoIL OF THE INSTITUTE.
9. Constitution of the Council 0& the Institute.—(1) There shall be a Council
of the Institute » * for the ganagement of

the affairs of the Institute and for dlschm‘gmg the functions assigfied to it under
this Act.

(2) The Council shall be composed of the following persons. namely,—
(a) persons eiected by members of the Institute from amongst the

fellows of the Institute chosen in such manner and from such regional
constituencies ns may be specified in this behalf by the Central Governmeny
by notification in the official (Gazette; and

(b) five persons nominated by the Central Government.

10. Mode of election to Council.—(]) Elections under clause (a) of sub-section
(2) of section 9 shall be conducted in the prescribed manner:

Provided that the first election under the said clause shall be held in such
manner a5 the Central Government may prescribe.

(2) Where any dispute arises regarding any such election, the mstter shall
be referred to & Tribunal appointed by the Central Government in this behalf
and the decision of such Tribunal shall be final.

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

12, President and Vice-President.—(/) The Council at its first meeting shall
elect two of its members to be vespectively 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 constituticn of the Council a member of the
Council nominated in this behalf by the Central (fovernment shal! discharge
the functions of the President, until ruch time as n President is elected under the
provisions of this sub-section.

(2) The President shall be the Chief Executive Authority of the Council.

(8) The President or the 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, subiect to his being a member
of the Council at the relevant time, he shall be eligible for re-election.
* * * * . »

(4) On the dissolution of the Council, the President of the Council at the
time of such dissolution shall continue to hold office and discharge such nd-
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ministrutive and other duties as may be prescribed until such time as a new
President shall have been elected and shall have taken over charge of his

duties.

18. Resignation of membership and casual vacancies.—(1) Any member of the
Council may at any time resign his membership by writing under his hand
addressed to the President, and the¢ seat of such member shall become , vacant.
when such resignation is notified in the official Gazefte.

(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 meetings of the Council, or if his name is, for any

cause, removed from the Register under the provisions of section 20.

(3) A casual vacancy in the Council shall be filled by fresh election from the-
constituency concerned or by nomination by the Central Government, ws the:
case may be, and the person elected or nominated to fill the vacancy shall hold

office until the dissolution of the Council.

(4) No act done by the Council shall be called in question on the ground
merely of the existence of any vacauncy in. or defeet in the constitution of, the-
Council.

14, Duration and dissolution of Oouncil.—The duration of any Council
constituted under this Act shall be three years from the date of its firsb
meeting, on the expiry of which it shall stand dissolved and & new Council
constituted in accordance with the provisions of this Act.

15. Functions of the Council—(1) The duty of carrying out the provisions
of this Act shall be vested in the Council,
(2) In particular, and without prejudice to the generality of the foregoing
power, the duties of the Council shall include—
(a) the examination of candidates for enrolment and the prescribing
of fees therefor;
(b) the regulation of the engagement and training of articled clerks;
(c) the preseribing of qualifications for entry in the Register;
(d) the recognition of foreign qualifications and training for purposes:

of enrolment; ,
(6) the granting or refusal of certificates of Wlactice under this Act:
)] the maintenance and publication of a Register of persons qualified.
to practise as chartered accountants; . '

(9) the levy and collection of fees from chartered accountants, associ--
ates, members, examinees and other persons;

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

(®) the regulation and maintenance of the status and standard of pro-:
fessional qualifications of chartered accountants;

(j) the carrying out, by financial assistance to persons other tham
members of the Council or in any other manner, of research in account-
ancy;

(k) the maintenance of a library and publication of books and periodi--
cals relating to accountancy; and :

(1) the exercise of disciplinary powers conferred by this Act.
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16. Staft, remuneration and allowances.—(1) For the efficient performnnce
of its duties, the Council may—
(a) appoint a Secretary who may also, if so decided by the Council, act
as Treasurer;
(b) appoint such other officers and servants as it deems necessary;
(c) require aud take from the Secretary or from any other officer or

servant of the Council such security for the due performance of his duties,
as the Council considers necessary; *

(d) * * * fix the * * salaries, fees, ni"lowuum_-s and other
«conditions of service of the * officers and servanis of the Council;

(6) with the previous sanction of the Central Government, fix the
allowances of the President, Vice-President and other members of the
Council.

(2) Notwithstanding anything contained in sub-section (1), on the first
<onstitution of the Council the Secretary shall be a person appointed by the
Central Government in consultation with the Council. and he shall hold , office
during the pleasure of the Centrnl Government, but so as not to exceed 8
period of three years from the date of his appointment. '

17, Committees of the Council.—( ) The Council shall constitute froin amongsy
its members the following Standing Committees. namely.— =~

(i) an Executive Committee,
(i) an Examination Committee, and
(111) a Disciplinary Committee.

(8) The Council may also form such other committees from amongst its
members as it deems necessary for the purpose of carrying out the provisiots
of this Act.

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

Provided that in the case of the Disciplinary Comupittee, out of the mmem-
bers to be elected, two shall be elected by the Council, and the third nomin-
ated by the Central Government from smongst the persons nominated to the
Council by the Central Government.

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

(6) Every member of 'the Btanding Committee other than the Chairmar and
‘the Vice-Chairmun shall hold office for one year from the date of his election,
"but, subjsct to being a member of the Council, he shall be eligible for re.
-election.

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

18. Finanoes of the Qouncil.—(1) There shall be established a fund under the
management and control of the Oouncil info which shall be paid all monfes
received by the Council and out of which shall be met all expenses and liabili-
ties properly incurred by the Council.

(2) The Council may invest any money for the time being standing to the
credit of the fund in any Government security or in any other security approved
by the Central Government.

(8) The Council shall keep proper accounts of the fund distinguishiog capital
from revenue. T

-
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(4) The annual accounts of the Council shall be subject to audit by o char-

tered accountant to be appointed annually by the Council:

Provided that no”member of the Council or a person who is in partnership
with such member shall be eligible for appointment us an auditor under this
sub-section.

(5) As soon as may be practicable at the end of each year, but not later
t$han the 80th day of September of the year next following, the Council shall
cause to be published in the Gazette of India a copy of the audited accounts
and tho Report of the Council for that year, and copies of the said accounts
and Report shall be forwarded to the Central Government and to ull tho
members of the Institute.

(6) The Council may borrow from & .scheduled bank, as defined in the

Reserve Bank of India Act, 1884 (II of 1934), or from the Central (overn-
ment—

(@) 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 being belonging to it, or ' )

(b) for the purpose of meeting current liabilities pending the receipt
of incowne, by way of temporary loan or overdraft.

CHATPTER 1V.

RucI1sTER OF MEMBEES.
19. Register.—(1) The Council shall maintain in the prescribed manner e
Register of the Members of the Institute.
(2) The Register shall include the following particulars about every member
of the Institute, namely,—
(@) his full name, date of birth, domicile, residential and professional
nddresses ; i
(b) the date on which his name is entered * ~* * 1 the
Register; _
(¢) his qualifications;
(d) whether he holds a certificate of practice; and
(e) any other particulars which may be prescribed.

(3) The Council shall cause to be published in the Gazette of India a list
of members of the Institute as on the first day of April of each year, and a
. copy of such list shall be sent to each member of the Institute.

(4¢) Every member of the Institute shall, on his name being entered in the
Register, pay such annual membership fee as may be prescribed.

20. Removal from the Register.—(1) The Council may remove * * #
from the Register the name of any member of the Institute—
(a) from whom a request has been received to that effect j or .
(b) who hus not paid any prescribed fee required to be paid by him;

or

(c¢) who is found to have been subject at the time whan his name
was entered in the Register, or who at any time thereafter has become
subject, to any of the disabilities mentioned in scetion 8, or who for
any other reason has ceased to be entitled to have his name borne on the
Register.
L ]

* * Com o *
¥ (2) The Council shall remove from the Register the name of any member
who has been found by the High Court to have been guilty of conduct which

renders him unfit to be a member of the Institute.
- t
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- CHAPTER V. .
Misconpuor. 1

21, Procodure in inquiries relating to misconduct of members of Insti-

tute.—(1) Where on receipt of information or on receipt of a complaint made
to ib, the Council is of opinion that any member of the Institute has been
guilty of conduot which, if proved, will render him unfit to be a member of
the Institute, or where a complaint against a member of the Institute has been
made by or on behalf of the Central Government, the Council shall enuse an
inquiry to be held in such manner as may be prescribed, and the finding of
the Council shall be forwarded to the High Court.
' (2) On receipt of the finding, the High Court shall_ fix a date for the hear-
| ing of the case and shall csuse notice of the day so fixed to be given to the
4 member of the Institute concerned, the Council and to the Central Govern-
Jment, and shall afford such member, the Council and the Central Government
an opportunity of being heard before orders are passed on the case.

(3) The High Court may, thereafter, either pass such final orders on the

case as it thinks fit or refer it back for further inquiry by the Council and,
upon receipt of the finding after such inquiry, deal with the case in *he
mpnner provided in sub-section (2) and pass final orders thereon.
" (4) Where it appears to the High Court that the transfer of any case pend-
ing before it to another High Court will promote the ends of justice, or tend
to the general convenience of the parties, it may so transfer the case, subject
Jto such conditions, if any, as it thinks fit to impose, and the IHigh Couxt, to
Ywhich such case is transferred, shall deal with it as if the finding of the
Council relating to the case had been forwarded to it.

Ezplanation.—In this section ‘High Court’ means the highest civil court
of appesl, not including the Federal Court, to which the Council forwards its
finding, exercising jurisdiction in the area in which the person whose conduct
is being enquired into carries on business, or has his principal place of business
at the commencement of the inguiry:

Provided that where the findings of the Council relating to two or more
mermbers of the Institute have to be forwarded by the Council ta different High
i]Courts, the Central Government shall, having regard to the ends of justice and
.|the general convenience of the purties, determine which of the High Courts,
to the exclusion of the others, shall hear the cases against all the members.
|  22. Migconduct deflned.—For the purposes of this Act, the expression
‘‘conduct which, if proved, will render a person unfit to be a member of the
1Institute’’ shall be deemed to include any act or omission specified in the
Schedule, but nothing in this section shall be construed to limit or abridge in
any way thé power conferred on the Council under sub-section (I) of section
421 to inquire into'the conduct of any member of the Tnztitute under any other

-] eircumstances.
CHAPTER VI.
Rearonarn Councirs.
23. Oonstitution and functions of Regional Oouncils,—(1) The Council
-|may constitute such Regional Councils a¢ and when it deems fit for one or
‘Imore of the regional constituencies that may be specified by the Central

- {Government under clause (a) of sub-section (2) of section 9.
(2) The Regional Councils shall be constituted in such manner and exercise

.{such functions as may be prescribed.

' CHAPTER VII.
PENALTIES

24, Penalty for falsely claiming to be a member, etc.—Any person who,—

* 7 (i) not being a member of the Institute,— ’
(@) represents that he is a member of the Institute; or

a2 PO
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T it o a * ngoustbant, or
(b) uses the designation Chérteted Ax. ‘mg & certificate of

(i) being a member of the .In‘stitute, .but tiot hav'...,_ —Totored
practice, represents that he is in practice or practises 88 » ..

accountant,

shall be punishable on first conviction with fine which -may extend to oneé
thousand rupees, and on any subsequent convietion with imprisonment which
may extend to six months or with fine which may extend to five thousand

rupees, or with both.

25, Companies not to engage in accountancy.— (1) No company, whether
incorporated in India or e'sewhere, shdll practise as chartered accountants. -

(2) I any company contravenes the provisions of sub-section (1), then,
without prejudice to any other proceedings which may be taken against the
<ompany, every director, manager, secretary and any other officer thereof
who is knowingly a party to such contravention shall be punishable with fine
which may extend on first conviction to one thousand rupees, and on any
subsequent conviction to five thousand rupees.

26. Unqualified persons not to sign documents.—(1) No person other than
a member of the Institute shall 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 sub-section (7) shall, without
prejudice to any other proceedings which may be taken againet him, be punish-
able with fine which may extend on first conviction to one thousand rupees and
on any subsequent conviction with imprisonment which may extend to six
months or with fine which may extend to five thousand rupees or with both.

27. Maintenance of branch offces.—(I) Where & chartered accountant
or a firm of obartered sccountants has more than one office in 1ndia, each one of
such offices shall be in the separate charge of a member of the Institute:

Provided that the Council may in suitable cases cxempt any ohartered
accountant or a firm of chartered accountants from the operation of this sub-
gection.

(2) Every chartered accountant or a firm of chartered accountants main-

taining more than one office shall send to the Council a list of offices and the
persons in charge thereof and shall keep the Council informed of any changes
in relation thereto.

28. Sanction to 'proaecnm.—No”person shall be prosecuted under this Act
escept on a complaint made by or under the order of the Council or of the
Central Government.

CHAPTER VIII.

MISOELLANEOUS.
29. Reciprocity.—(1) Where any country, specified by the Central
Government in this behalf bv notification in the official Gazette, prevents

persons of Indian domicile from becoming members of any institution similar
to the Institute of Chartered Accountants of India or from practising the pro-
fession of accountency or. subjects them to unfair diserimination in that coun-
try, no subject of any such country shall he entitled to become 8 member of

the Institute or practise the profession of accountancy in India.

2 Sgl?ject to the provisicns of sub-section (1), the Council may prescribe
the conditions, if any, subject to which™oreign qualifications relating to ac-
countancy shall be recognised for the purposes of entry in the Register.
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80. Power to make regulations.—(1) The Council may, by notification in
the *  Gazette of India, make regulations for the purpose of carrying out
the objects of this Act, and a copy of such regulations shall be sent to each
member of the Lnstitute.

(2) In particular, and without prejudice to the generality of the foregoing
power, such regulations may provide for all or any of the following matters: —
(a) the standurd and conduct of examinations under this Act;

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

(c) the conditions under which any examination or training may be:
treated as cquivalent to the examination and training prescribed for mem-
bers of the Institute;

(d) the conditions under which any foreign qualification may be recog-
niged ;

—_,,

(e) the manner in which und the conditions subject to which applica-
tions for entry in the Register may bd¢ made;

(f) the fecs payable for membership of the Institute and the annual
{ees payable by associates and fellows of the Institute in respect ot their
certificates;

’

. (9) the mannge in which elections to the Counml and the Regional
Councils may be held;

(k) the particulars to be entered in the Register;
(1) the functions of Regional Councils; '

. (p the training of articled clerks and .the fixation of limits within
which premia muay be charged from such clerks and the cancellation of
articles for misconduct or for any other sufficient cause;

(k) the regulation and maintenance of the status and standard of
profeesional qualifications of members of the Institute;

(1) the carrying out of research in accountancy;

{m) the maintenance of a library and publication of books and periodi-
cals on accountaney;

(n) the mansgement of the property of the Council and the main-
tenance and audit of its sccounts;

(o) the summouning and holding of meetings of the Council, the times
and places of such meetings, the conduct of business thereat and the
number of members necessary to form a quorum; '

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

(¢) the functions of the Standing and other committees and the con-
ditions subjeet to which such functions shall be discharged;

(r) the terms of office, and the powers, duties and functions of the
Secretary and other officers and servants of the Council:

(8) the exercise of dxsclplmary powers conferred by this Aot; and

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

(8) All regulations made by the Council under this Act shall be subject to

the condition of previous publication amd to the approval of the Central Gov-
ernment.



' u
. (4) Notwithstanding anything contained in sub-sections (I) and (2) the
“Central Government may frame the first regulations for the purposes mentioned
in this section, and such regulations shall be deemed to have been made by the
Couneil, and shs!l remain in force from the date of the coming into force of
$ihis Act, until they are amended, sltered or revoked by the Council.

81, References to rogistered accountants, etoc. to be construed as references to

chlﬁ-eted accountants.—Any reference to u registered accountant or a certitied
-or qualified auditor in uny other law for the time being in force or in any docu-

ment whatsoever shall be construed as a referenca, to a chartered accountant
as defined in this Act.

82. Amendment of section 144, Indian Companies Act, 1918.—In section 144
of the Indian Companies Act, 1913 (VII of 1918), for sub-sections (1), (2), (24)
.and (2B), the following sub-section shall be substituted, namely:—

(1) No person shall be appointed to act as an auditor of any com-
pany other than a private company, not being the subsidiary company of
o public company, unless he is a chartered accountant within the mean-
ing of the Chartered Accountants Act, 1949:

Provided that a firm whereof all the partners practising in India are
chartered accountants may be appointed by its firm name to be auditor of
4 company and may act in its firm name. '

SCHEDULE.
(See * * section 22)

Y

*A chartered sccountant shell be deemed to be guilty of conduct render-
:mg him unfit to be a member of the Institute, if he—

(a) allows any person to practise in his name as a chartered accountant
unless such person is also a chartered accountant and is in partnership with
or employed by himseif;

(b) pays or sllows or agrees to pay or allow, directly or indirectly, to
any person other than a member of the Instibute or & retired partner or
-0 hominee or the legal representative of such partner, any share, commission

.or brokerage in the fees or profits of his professional services;

(c) accepts or agrees to accept any part of the profits of the profes-
sional work of a lawyer, auctioneer, broker or other agent who is not a
member of the Institute}

(d) enters into*partnership with any person other than a chartered
accountant or secures, either through the services of a person not qualitied
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, advettisement, personal communication or interview or by any
other means; '

(f) advertises his professional attainments or services, or uses any
designation or expression other than chartered accountant on professional
-documents, visiting cards, letter-heads or sign-boards, unless it be a degree
of a University established by law in India or recognized by the Central
Government or a title indicating membership of the Institute of Chartered
Accountants of India or of any other institution that has been recognized

- by the Central Government or may be recognized by the Council;
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(g) disoloses information acquired in the ocourse of his professional
engagement to any person other than his client, without the eons‘ent of
his client or otherwise than as required by any law for the time being In
force;
(k) accepts a position as auditor previously held by another chartered’
“accountant without first communicating with him in writing;

(i) accepts an appointment as auditor of a company without ﬁ_rsb
ascertaining from it whether the requirements of section 144 of the Indien:
Companies Act, 1918 (VII of 1918) ag respects the appointment of_ 9ud1tors
or, if the company is registered in an Acceding State, the provisions of.
any similar law for the time being in force in that State, have been duly
complied with;

(f) 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 him or by a partner
or an employee in his firm or by another chartered accountant; ‘

(%) permits his name or the name of his firm to be used in connection
with an estimate of earnings contingent upon future transactions in a
manner which may lead to the belief that he vouches for the accuracy of
the forecast;

(l) 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 sub-
stantial interest, unless he discloses the interest also in his report;

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

(n) engages in any business or occupation other than the profession of
chartered accountants unless permitted by the Council so to engage:

Provided that nothing contained herein shall disentitle a chartered account-
ant from being a director of a company, unless he or any of his partners is
interested in such company as an auditor;

(0) fails to disclose o material fact known to him which is not dis-
closed in a financial statement, but disclosure of which is necessary to make
the financial statement not misleading;

(p) fails to report a material misstatement known to fnm to appear in a-
financial sfatement with which he is concerned in a professional capacity;

(9) is grossly negligent im the conduct of his professional duties;

(r) fails to obtain sufficient information to warrant the expression of
an opinion or his exceptions are sufficiently material to negate the expres-
sion of an opinion;

(8) fails to invite attention to any material departure from the gene-
rally accepted procedure of audit applicable to the circumstances;

(t) fails to keep monies of hie client in a separate banking account or
to use such monies for purposes for whish they are intended;
(u) includes in any sfatement, return or form to be submitted to the
Council any particulars knowing them to be false;
» * * * *

PR

(v) is guilty of such other act or omission in his professional capacify

as may be specified by the Council in this behalf, by notification in the -
Gazette of India.
*

* * » . -
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