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ua it is itated that the Private Mem
bers' business will be taken up from 
3 88 pji. to 6 p m

Mr.  Speaker  We  will  take up
Private Members’ business one hour 
earlier

Shri Naaahir Bharaelw: Those hon 
Members  who  wanted  to  speak 
at 8 80 pm will be misguided

Mr. Speaker: We will take up non- 
official business at 2 30 p m

1SJS bn.

CHARTERED ACCOUNTANTS
(AMENDMENT) BILL—contd.

Mr. Speaker:  The House will now 
take up further consideration of the 
following  motion  moved  by  Shri 
Satish Chandra on the 12th March 
1959, namely

a

“That the Bill further to am
end the Chartered  Accountants 
Act  1949, as passed by Rajya 
Sabha, be taken into considera
tion"

The time allotted is four hours, out 
of which 24 minutes have  already 
been taken  Shri  Narasimhan  will 
continue his speech

8hri  Narasimhan  (Knshnagin) 
Before we consider this amending Bill 
thoroughly, it is desirable to have just 
a glimpse of the history of the enact- 
.ment  As I was telling the House 
yesterday, this was introduced on the 
last day of the Constituent Assembly 
Here I would like to read a portion 
from ths Statement of Objects and 
Seasons appended to that Bill, for the 
laformatiorf of not only the Minister 
hut the entire House  It says

"These  arrangement*  nave, 
however, all along been intended 
to be only transitiohal, to lead up 
to a system in which such accoun
tants will, in autonomous associa
tion of themselves, largely assume 
•the responsibilities involved in the 

discharge of their public duties 
by securing maintenance  of the 
requisite standard of professional 
qualifications, discipline and cor 

duct, the control of the Central 
Government bemg confined to a 
very tew specified matters."

The second paragraph of the State
ment of Objects and Reasons says.

“The Bill seeks to authorise the 
incorporation by statute of sucb 
an autonomous professional bod) 
and embodies a scheme which is 
largely the result of a  detailed 
examination of the whole positior 
by an ad hoc expert body consti
tuted for the purpose, after taking 
into account the views expressed 
by the various Provincial Gov 
emments and public bodies con 
cemed ”

Therefore the very first object was 
to see that the governmental control 
was confined to a very few specific 
matters  My claim is that the amend
ment now proposed is not to have 
power for any specific matter  Under 
the amendment now proposed power, 
unlimited power—I would not say li
terally unlimited  power—is taken by 
the Government and, m my opinion 
that is not what we should do after 
such qn efflux of time  It is not pro
gress but the opposite of it

Then I wish to refer to the speech 
of Shri K C Neogy when this mea
sure was before the Constituent As
sembly  I shall read only one para
graph from his speech, where he says*

“The Council will be composed 
of persons elected on a regional 
basis and some nominees of the



Central Government and o f the 
organised commercial interacts in 
tne country . . .  The Council 
will be autonomous and free from 
external control except m a few 
specified matters.”

Consistent with the objects of that 
Bill, Shri K C Neogy made that very 
clear in his speech Then he said.

“All the functions in regard to 
the profession so far performed 
by the Government will be carried 
out m future by this Council 
which will also have the power to 
recognize foreign qualifications 
on a basis of reciprocity ”
He furthei says

‘The principle to which I invite 
the House to agree is that an Ins
titute o f Accountants be establish
ed as an autonomous body and 
that as regards the rest, all ques
tions would be considered to be 
matters of detail ”

This is what Shn K C Neogy said 
on that occasion Subsequently, the 
enactment has been before the coun 
try When this measure was being 
discussed on a previous occasion Shn 
Bhagat actually complimented the ins
titute of Chartered Accountants for 
the very useful way m which it was 
looking after that profession There 
tore, up to that period there was no
thing to complain against the Institute 
and the Government was quite satis
fied with the progress Now 
what we find is that instead 
of restricting the power of 
the Government to certain speci
fied matters, they are actually taking 
powers on almost all matters They 
want to force the Institute to do any
thing they want That is not the way 
m which we viewed this when the 
first legisaltion was brought m 

When the Cost and Works Accoun
tants Bill was before the Joint Com
mittee, the representatives of the Ins
titute of Chartered Accountants came 
before the Committee. Because, simi
lar provisions were there in the Cost 
and Works Accountants Bill also, in 
the Joint Committee questions were 
Put to the representatives of th»
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Institute of Chartered Accountants zc. 
this subject of (government’s extra 
pover and about Government's pre
dominance in the Council They gave 
their answers on all these points It 
will be very good for this House to 
know what the various representatives 
of the Chartered Accountants, ' from 
this Institute and others, thought about 
this If we ignore their opinion and are 
simply carried away by the Bill as it 
is before us and we start giving power 
that are sought to be taken by Go
vernment, it will not be a fair dis
posal of the matter Here I want to 
quote from a record which is the pro
perty of the Lok &uoha I am quoting 
from the evidence given before the 
Cost and Works Accountants Bill A  
question was put to Shn G P Kapa
dia, one of the past Presidents o f the 
Institute of Chartered Accountants on 
this matter as to how the governmen
tal control was working In reply to 
that he said

"During my presidency, for the 
first three years decisions were 
unanimous and I had the fullest co
operation of Government There
after started an opposition and 
there was a sort of government 
regulation coming m an auto
nomous body with the result that 
the Council is not able to function 
m a proper manner The result 
is that the nominated members 
are virtually shaping the policy 
of an autonomous body That is 
the unfortunate position ”
That is what Shn Kapadia, a very 

prominent member in that line, has 
said In fact, even today for the as
piring chartered accountants an Im
portant attraction is to get the Kapa
dia prize 

In his name, he has instituted a 
prize, and it is a coveted prize as far 
as the students of chartered accoun
tancy are concerned That is in torder 
to  emphasise the great services which 
Mr Kapadia himself has done to the 
profession, and therefore, his opinion 
should be properly considered by the 
Government and by the Hopse 

Then, we were able to ask the opi
nion of Mr C C Choksi He also ap
peared before ‘the Joint Committee
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« a  behalf of the Institute of Ch&rter- 
«ed Accountants. His opinion runs like 
Shis: ■

"I have very carefully consider, 
ed this provision, and in my opi
nion and in the opinion of the 
Council,...

—I would point out that the 
House should remember these 
words ‘and in the opinion ot the 
•Council’—

• “ ..such a provision should riot 
find a place in •the Act concern, 
ing an autonomous body of the 
nature of accountancy profession, 
whether it is chartered accoun
tancy or cost accountancy, for 
various reasons, one of which is 
this. It may be that Government 
should have such powers in re. 
gard to other organisations like 
the Life Insurance Corporation 
or the State Bank of India or 
any other autonomous body. But 
this is a different type tof autono
mous body This is an autonomous 
‘body of educated persons who 
are carrying on an academic 
study or getting training in aca
demic subjects, and, therefore, 
Government would rarely find it 
necessary to give directives 
which would be necessary in a 
financial institution like the Life 
Insurance Corporation; but in a 
body like this, Government 
would rarely find it necessary to 
give any directive to such a 
body ”
Then, there were some mterrup- 

•tions, and afterwards, continuing 
further, he said*

“As a matter of fa^t, our ex
perience in the Institute of Char
tered Accountants has been that 
we have been accepting the ad
vice of Government whenever 
Government has given us any; 
we have never prevented G ov-‘ 
eminent from using such powers 
at any,time”
So, the history of the measure it- 

pelf is that it started with the idea

that it should be autonomous, and it 
should be on a co-operative basis. W e 
expect co-operation even amongst 
the peasants, but when We come to 
educated people, we *ctually feel like 
using compulsion.

Shri D. C. Sharms. (Gurdaspur): 
Where is the question of compulsion?

Shrl Nanurimhan: The power to 
compcl has been sought to be taken. 
That is what I am referring to. Ori
ginally, there was the power of con
senting. Today, after having original
ly committed ourselves to the princi- 

, pie that it should be autonomous and 
that the control should be only in res
pect of specified matters, and alter 
going through the working of it, and 
after having heard the evidence of 
the various representatives of the ins. 
titute who appeared before the Joint 
Commitee on an allied matter, in the 
course of which they referred to this 
also and said that it is not at all good, 
yet we are now taking power to an 
unspecified extent That is what I am 
objecting to, and that is not at all 
desirable, and that too, after the gen
eral opinion that more 'or less the ins- 
titute has functioned well and train
ed people well, and when we want to 
expand its activities further so that 
more are trained It is very wrong 
to presume that through our control 
and our hold on the institute, we can 
expand That will not be a successful 
proposition Therefore, I very strong.
Iy object to the provisions giving 
more power I verv strongly object 
to the continued predominance which 
Government representatives are play
ing in the deliberations of the char
tered accountants’ profession There 
also, Chaitered Accountants do not 
object to governmental action as such; 
but when governmental officials get 
power and when they are in the com
mittees, then it is very natural for 
these officials, individually, to get 
into a position of dictating to the 
body. Therefore, such opportunities 
should not be given, and every effort 
should be made to reduce them. Actu
ally, it is enough if one governmental



representative is there in the insti
tute It is unnecessary for more 
persons to be ■there ,
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Then, there were doubts raised as 
to  whether or riot there would be a 
rivalry or competition or clash bet
ween the cost accountants and the 
-chartered accountants That was the 
anxiety that was expressed when we 
were discussing that measure In this 
■connection, in my opinion, it will be 
ntctsaary to amend clause 6 so as to 
enable the chartered accountant also 
to function as a cost accountant, and 
I have accordingly given notice of 
an amendment Since this measure 
came up before the House suddenly 
yesterday I could not give notice of 
it in time In fact, we. thought that 
yesterday, we would proceed to the 
adjournment motion, and this Bill 
would come up only the next day but 
somehow or other, we had a small 
gap yesterday which wab utilised to 
bring up tins measure So, I did not 
have enough time to give proper 
notice yesterday so  I have given 
noticc of it todav I am referring to 
the amendment to ctause 6, which if 
Tonly Government would support it 
-wou'd enable chartered accountants 
also to call themselves as cost ac
countants That would be made sta
tutorily clear if this amendment is 
accepted Otherwise, it will lead to 
doubts as to legal interpretation It 
may become a doubtful propositior 
b< cause the relevant provisions v>f 
the Cost and Works Accountants Bill 
which is coming up before us, and 
the exiting law m regard to the 
chartered accountants are so rigid 
that on a strict interpretation they 
might not permit chartered accoun 
tants to function a>* cost accountants 
also Therefore I thought it would b< 
better if this is made clear statutor- 
lv That is why I have suggested m 
m\ amendment as follows

Page 2, lines 29 and 30 after 
my other description* tw ert ‘ex

cept that of cost accountant, if 
he is otherwise entitled to be de
signated as such’ ”

1880 (SAKA) Accountant* 6x66 
(Amendment) BxU 

It is fo r  the hon Minister to consider 
this amendment and take legal opi
nion in regard to this, and ii it is 
found desirable, I would request you, 
Sir, to waive notice

In clause 25, there is a provision 
which deprecates any undue adver
tisement by a Chartered Accountant of 
himself And there is a phrase in 
that clause which says that he will not 
call himself a chartered accountant 
in any document This will give rise 
to ceitain difficulties Supposing ad- 
\ ’•tisements are published inviting 
applications, in that context, the per
son should know whether a charter
ed rc-’ountant who is not in practice 
car mention that designation If this 
bat is rather wholesale, then I would 
like to suggest an amendment that a 
chartered accountant who is not m 
praMice can send his application by 
giving a description of his qualifica- 
tioi etc for a job, and that should 
not come under the purview bf thib 
ban

Tn<n here is another amendment 
of '  hi h I have given notice, which 
sf>r\<! to delete an original section I 
do not know whether the rules would 
per nit that ordinarily That section 
is not theie in the amending Bill

The Deputy Minister of Commerce 
and Industry (Shri Satlsh Chandra):
For the information of the hon Mem- 
bcr I might say that section 33 had 
a'ri'Mcly been repealed by the Repeal
ing and Amending Act of 1952, that 
section does not exist any more in 
the Act

Shri Narasimhan* Then I have 
nothing more to say '

Shri Warior (Trichur) Before 
dealing with this amending Bill, I 
have to mike ccrtain observations on 
the Institute of Chirtered Accountants 
itse f  which is constituted under the 
parent A ’t of 1949 After a lapse of 
seven years when the amending Bill 
of 1 *>56 was being discussed? the Min
ister had given an assurance that a 
comprehensive Bill would be brought
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forward amending whatever defici
encies or defects were found in the 
working of the Institute. It is said 
that the present Bill is brought for
ward as per that assurance, given on 
the floor o f the House on 12th Sep
tember 1956. But nothing of that sort 
of comprehensiveness is seen in this 
Bill. Instead, there are certain por
tions inserted anew—in section 30 
of the original Act—which are very 
objectionable and which will give 
more power to the Government and 
so on, with which Shri Narasimhan 
was dealing elaborately. Before doing 
that, if the Government had taken 
some trouble to know what exactly 
the position is as far as the working 
(ft the 'Yns'iiVu'ie is cancemeb, \fristi 'is 
the experience that has been gained, 
and what are the real necessities in 
the matter of expanding this profes
sion, and then brought forward a Bill, 
it could have been called comprehen
sive. But the Government cannot at 
present with this sort o f legislation 
satisfy either itself or the House that 
it has fulfilled that promise given on 
the previous occasion.

This profession must . be more 
thoroughly studied. The present state 
of affairs is not at all satisfactory. 
There are so many complaints also in 
the working of the Institute and the 
profession as a whole. We have gone 
the matter and have interviewed 
many o f the existing people in this 
profession. We get the information 
that the profession is at present 
monopolised by certain houses of 
chartered accountants. For instance, 
there are, Ferguson and Company, 
Low, Locke ft Lewis, Billimoria and 
Company etc. Instead of expanding 
tor encouraging the development of 
this profession, these monopolists are 
strangulating it. These houses have 
got zeal connections with big mer
cantile and industrial firms in the 
country. It is said that some of the 
families control, on the one side, 
industrial ‘and commercial firms and, 
on Che other, their brothers or their 
own people—-kith and kin—control

the firms of auditors which audit the 
accounts of these companies. In that 
way, a network is crrated. Thereby, 
these monopoly concerns and the 
monopoly chartered accountants col- 
laborate-i-I do not wish to say all 
of a sudden without sufficient evi
dence at my disposal that they collude 
also. But this is a very serious mat
ter. I do not want to give the names 
of those persons already having such 
connections, or the families which 
have those connections. In fact, I have 
got the names here and if the Minister 
wants, I will pass than on to him 
privately

Shri Satish Chandra: We know
'tnem direatay.

Shri Warior: Thank you.

Another factor is that the ordinary 
shareholders, according to the com
pany law at present, cannot have any 
say in the appointment of these audi
tors of these public limited compan
ies, because the ordinary shareholders 
are never present at the company 
meetings usually. They cannot go to 
those meetings, and the company law 
as such allows people to comer all 
the proxies m their favour and make 
appointments, so that the whole thing 
is m the hands of a few elements. 
They control all the shares and all 
the voting The auditors are also ap
pointed by them. So it is only a very 
few people who are controlling the 
affairs of the companies, into the ac
counts of which the auditors are ex
pected to probe, to find out whether 
there are any irregularities in accounts 
or defalcations and other anomalies, 
and give a correct picture of the fin- 
nancial position of the concerns con
cerned. But because o f the proxy sys
tem and the difficulty o f poor brdinary 
shareholders, who hold wily a very 
few shares, to Attend the company 
meetings and take decisions in their 
favour, this has become a very closed- 
door a fair between the magnates 
who are controlling the shares and 
proxies and Voting in the public
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limited companies So many obstacles 
are created for the ordinary share, 
holders They do not get their profits 
They do not get their real share of 
the profits, because they do not have 
an effective control or vXuce in the 
management of the companies or the 
auditing o t Hoe companies

Another factor is that these audit 
firms have got hereditary rights now 
to audit certain companies. The ori
ginal auditors who got the appoint
ment might have been dead and gbne 
long ago, but it is now the firms that 
are getting the appointments So 
they continue They cannot also
be changed according to the company 
law If the auditors are to be chang
ed, it must be explained properly 
why they are changed and why they 
are not retained That is a very diffi
cult proposition Hence because of
this control over the firms, certain
people are hereditarily taking advan
tage of the situation to the exclusion 
and disadvantage of new entrants into 
the profession

Still another factor of the present 
position is that the new entrants are 
very few, because the monopoly con
cerns in the auditing world among 
the chartered accounts obstruct them, 
thus preventing the widening of the 
field of auditing where the new en
trants can operate in an independent 
way

Mr. Speaker: Does the hon Mem 
ber suggest that the chartered account
ants of various companies must be 
appointed by the Auditor General who 
will regulate such appointments and 
not create a monopoly?

Shri Warier: No, the monopoly
concerns are there at present because 
of the legacy of the old period If 
new entrants come tad auditing of 
firms is given to them, they get oppor
tunities and these monopolies will be 
broken

Mr. Speaker: How can it be done’
Shrl Warior: It can be done by 

making the provision for training and

for their coming into the field more 
liberal These monopolies do not 
operate m the field o f the companies 
alone, they operate m the entire field 
of trade

Mr. Speaker: Why not the Auditor- 
General set up a separate department 
where he can train these people, in
dependently of their serving in a com
pany’  Now they have to serve m 
particular firms

Shrl Warior: That will be a nice
proposition if the Government accept 
it

Mr Speaker: Now the poorer
section cannot get any opportunity

Shrl Satlah Chandra: The chartered 
accountants, to whom the hon Mem
ber is referring are not employed 
by the companies He is referring to 
firms of chartered accountants Two 
or three or four chartered accountants 
may start a firm and carry on joint 
practice It is an independent firm 
just like a firm of solicitors He is not 
referring to the chartered accountants 
being employed by the companies, 
whose accounts they audit

Shn Warior: The chartered account
ants form companies There are new 
chartered accountants passing Exami
nations and coming into the field 
Where are they to go’  No company 
will all of a sudden take these raw 
chartered accountants as auditors

Mr. Speaker: That is why I suggest 
two courses They have to become 
apprentices 1 know of cases where 
thousands of rupees have to be paid 
by new entrants to these companies 
to become apprentices That is No 1

Shri Naraslmhan. That is given up 
now, the payments have to be refund
ed
13 hra

Mr Speaker: Who refunds—as the 
dowry is never refunded’

The second thing is, so fa? as dis
tribution of work is concerned, all 
these people will be in the waiting
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list and the Auditor-General can pick 
and choose and send them to various 
companies. Then this kind of mono
poly will disappear. Otherwise, it 
will continue because they have got 
their custom.

Start Satlsh Chandra: I may submit 
respectfully that this profession is 
like that o f solicitors, architects or 
engineers. The client cannot be told 
by some outside authority as to whom 
he should employ. There are quali
fied men and it is left to the client 
himself to choose the person to whom 
he wants to go for advice.

Mr. Speaker: That may be so with 
respect to the private companies but 
in public companies. . ..

Shri Satish Chandra: The hon.
Member is referring to private firms, 
Sir.

Mr. Speaker: I am talking of joint- 
stock companies. A  joint-stock com
pany is a public company where- the 
shareholders are the public and that is 
why Government have control over 
them—that the directors must be 
such and such, there cannot be a 
monopoly; they must have their 
accounts audited and so on. There 
should not be an obligation between 
the directors and auditors. A mono
poly is created and the new entrants 
have no opportunity.

Shri Sattah Chandra: Under the
Companies Act the directors are not 
permitted to appoint the auditors; it 
is only in the meeting of the general 
body of the shareholders that they 
are appointed.

Mr. Speaker: I agree, everybody
who has got a share knows that the 
shareholders do not count. The poor 
shareholders have no time to go and 
attend a, meeting. Therefore, in a 
progressive society, two things must 
be done. The hon. Minister will con
sider this deeply.

So far asvthe Company law is con
cerned, originally there were provi
sions—I think sections 144 and 141—  
finder which the auditors had to be 
Registered as Registered Accountants 
*nd so on. Two things more may be 
<lone. As far as apprenticeship is 
Concerned, they will choose their own 
*nan—some relation of theirs; and the 

.boor man, who may be brilliant, has 
ho opportunity. Government must 
brovide opportunities for these men.

Then, there is the distribution of 
Work. In the case o f the lawyer or 
the doctor it is not the concern of the 
general public; it does not concern the 
general community except that a man 
inay be saved or some irregularity is 
r>ot committed. But, this is public 
inoney. The shareholders are not 
Able to take care of themselves. In 
such cases, I think it is proper and the 
time has come that the Auditor- 
General must be clothed with the 
Bower to distribute the work of au
diting so that these people may, with
out fear or favour and not depending 
On the directors, audit and bring to 
light many of the irregularities.

Shri Achar (Mangalore): In that
Qase the Companies Act will have to 
he amended. As it stands, the Audi
tor-General cannot do it.

Mr. Speaker: Certainly, if there is 
tay necessity Acts will have to be 
amended. The only question is whe
ther there is any need now or not.

Shri Warior: Sir, I must thank you 
immensely for the advice you have 
given to the Government and we hope 
that Government will take proper 
Action. If there is any necessity to 
amend the Companies Act the Gov
ernment should do that.

Mr. Speaker: The object is that an 
independent authority must be au
thorised to appoint the auditor and it 
should not be left to the mercy o f the 
directors to appoint them. The audi
tors are supposed to be appointed by 
the shareholders at the general body 
ihmting. Very often, it is the direc
tors that guide and decide
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Shri Warior: It is out o f personal 
experience that I am telling this, it 
is not after reading any tert-books 
I say the shareholders (Interrup
tion )

Mr. Speaker: Every hon Member 
might have some experience of a 
company

Shri Warior: I am a shareholder
o f . a company that has gone into 
liquidation Every year the auditors 
were certifying that the company was 
making good progress The balance 
sheets are there, the profit and loss 
accounts are there Who can probe 
into them? The ordinary shareholders 
cannot And out that the company 
»  already on the verge of collapse 
Some of us went m and found out 
that it had been so for the past so 
many years because there was an un
derstanding between the auditors and 
the directors who mop up all the 
shares and got proxies and votes Wc 
could not have any say All the 
directors continued Now, the State 
Government of Kerala had to come to 
help that company so that they could 
save about 12 000 people employed in 
that company (Interruptions.)

My hon friend, Shri Sharma wants 
to know something but I do not 
think I ha\e got the material for him

That is the personal experience of 
so many shareholders, they are not 
m a position to have proper control 
over the auditors or over the appoint
ment of auditors I do not bring in 
motives into that By and by a sort 
of understanding is reached between 
the directors and the auditors and so 
many things are hidden from the 
public The interests of the investing 
public, the holders of shares are in 
jeopardy That is why it is necessary 
that, as far as possible, two things 
must be done What you were pleas-7 
ed to say is quite correct, Sir, the 
independence of the profession must 
be maintained It is not like the pro
fession of the solicitors. I would not 
■gree with that because in the soli
citors* Ann

Mr. Speaker: It is the private- 
parties that go there, let them damn 
themselves.

Shri Warior. Even if joint-stock 
companies go to them, this profession 
is quite different, because in this 
profession the public at large is in
terested The interest of the public 
is m the hands of the auditors If 
they are not honest people, if they 
are always subservient to those who 
can hold a large number of shares o f  
the company and also the destinies o f  
the company, then, the interests o f  
the ordinary shareholders will be in 
jeopardy That is why this profes
sion should be kept above board It 
is not like the doctors or the solici
tors

There are some historical factors 
Under British rule the British firms 
of auditors had complete monopoly of 
the British concerns and more than 
75 per cent of the capital invested was 
in the hands of the British So they 
kept a monopoly and still that mono
poly continues there in free India 
where the Britishers even now have 
their own capital and, at th<. same 
time, control over indigenous capital 
also That is why these monopolies 
have grown

Naturally, seeing these, some Indian 
monopolies have also grown, those 
who had facilities and opportunities 
to come into the field like the firms 
m Bombay and Calcutta, and they 
have captured the field to a large ex
tent These two, together, are muz
zling the growth of this profession in 
India as a whole, because there are so  
many strings in their hands and be
cause they have so much of control 
in their hands Some of these audit
ors’ firms are controlling even the 
election of directors in some compa
nies How can these directors who 
are indebted to them go against these 
auditors’  So, what the auditors say
15 gospel truth for them Only after 
the collapse, there is a hife and cry 
from the general public and the pub
lic know that their interests were in 
danger

1880 (SAKA) Accountants 6171
(Amendment)

Bill
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, Shrl Nuutahia: Dot is the maim
work of the Institute—examinations.

[Shrl Warior]

To avoid all these things, a com
prehensive Bill..........

Mr. Speaker: The hon.  Member's 
•time is up.

Shrl Warior: I may be given some 
time more, Sir.  There are not many 
hon. Members who want to speak

The main object of a comprehensive 
Bill ought to be the breaking of this 
monopoly and creating a more liberal 
atmosphere for the new entrants  to 
~take  up this  independent duty of 
auditing public accounts.  Instead of 
doing that, instead  of bringing for
ward new men who are trained  in 
auditing and in chartered accountancy, 
we find that only so few are coming 
into the profession.  Our economy  is 
expanding but why are so few attract
ed here?  New companies are floated. 
'There ought to be more chances  for 
young men to come in.  The medical 
profession or the engineering profes
sion is attracting men.  This is also a 
highly technical subject and we  find 
that fewer and fewer people are com* 
ing forward though there are talented 
people who get very high marks  in 
mathematics.  Why is the profession 
not attractive?  Our economy is ex
panding fast although it is not as fast 
as we want it to be.  The opportuni
ties are mopped up by certain mono- 
polisits and ttie new talents are not 
coming to fill in the posts.  The In
stitute is responsible for making rules 
which do not give encouragement for 
new people to come in.  Under  the 
new rules the examinations have be
come more strict  But it is not  to 
raise the standard in the profession. 
If it is so, we can understand it  A 
very irksome procedure is now adopt
ed by the rule.  A person may pass 
the first group  in the first instance 
but may fail in the second group. But 
after a few chances to appear at the 
second group, he is asked to appear 
again in the first group also.

Mr. Speaker: Who holds these exa
minations?

Shri Satlsfc Chandra: The Institute

'  Shrl Warior: Instead of liberalising 
the procedure they make it more irk
some.  Examinations themselves are 
now-a-days  controversial;  we  are 
thinking of eliminating these exami
nations themselves  from the school 
system. But here they are made more 
irksome.  It seems to be not with the 
object of raising the standard but only 
with the  object of excluding  new 
entrants and making it very difficult 
for them  to come in, if at all they 
want to come in.

Now, what is the position of these 
articled clerks? They have to  serve 
under these chartered accountants for 
five long years.  They are not getting 
any real emoluments for that.  Some 
paltry sums are doled out to them. 
They are exploited to the fullest ex
tent by people who hold the licence 
of chartered accountants.  This train
ing is made so essential.  I am not a 
chartered  accountant and I do  not 
know  much  about accountancy; 1 
know book-keeping.  I am told  by 
my friends—I have many chartered 
accountant friends—that for five yean 
they are neglected elements in  that 
office.  No new training is imparted 
to them—neither  guidance, nor in
structions.  Now, cannot we  remove 
this?  Maybe, the intentions are very 
good.  But intentions alone are  not 
good enough; we should get the bene
fit in practice.  But this is what  is 
happening.

The Minister says that this Bill is 
according to the assurance given that 
a comprehensive legislation will  be 
brought forward.  This is not a com
prehensive legislation unless and until 
all these aspects are considered and a 
remedying measure is brought forward 
in this House.

Now, I come to the working of the 
Institute.  Shri Narasimhan has been 
dealing  with it elaborately.  I will 
touch upon only one point. The Gov
ernment wants to increase the  num
ber of nominees of the Government 
from S. to 6.  I want it to be reduced
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to three.  I told you the experience 
of the shareholders. That is the same 
experience of the  members of  the 
council of this  Institute.  They are 
coming from  various parts of  this 
big country—from Madras, Tuticorin, 
Calcutta and so on.  The Government 
nominees are always stationed  hen. 
and they can always attend the meet
ing.  What is the  quorum of this 
council?  If the quorum can be filled 
by the nominees  then  there is  no 
necessity for outsiders to come and 
be troubled.

18.18 hrs.

[Mr. Deputy- Speaker in the Chair ]

They do not know what good will re
sist out of their attendance if there 
are so many Government nominees. 
Why should  a member come from 
Madura to Delhi when he is not sure 
on that point? From Madura to Delhi 
is not an easy joke.  Sometimes he 
may come up to Nagpur and get cold 
and return with influenza. Why should 
he take the trouble of coming here 
with all the vagaries of the weather? 
What is the benefit? Naturally, they 
do not attend these  meetings  and 
naturally the whole thing is in  the 
hands of a selected few nominated by 
the Government  That is the  result, 
in effect That is why more and more 
nominees are appointed by the Gov
ernment and  the elected members 
are decreased.  The result is that 
there is autonomy only in name. Your 
legislating is not the main thing. What 
obtains in practice is the important 
thing.  The autonomy given by legis
lation can be abolished in practice by 
nominating  one  more person.  So, 
why not reduce the number to 3? If 
there is no quorum in the meeting, we 
can see how a quorum can be obtain
ed and how its autonomy could  be 
maintained.

8hrt Naraidmban: There will  be 
note attendance.

Shri Warior:  I thank Shri  Nara
simhan for that suggestion. There will 
be more attendance. The autonomy of 
the Institute should be real; it should 

396(Ai) L.S.D.—«

be encouraged to expand and  braog 
the newer elements and new entrants 
into our expanding economy.  That is 
why I wanted to move an amendment 
seeking to reduce the number of Gov
ernment nominees from six to three.

t

Taking advantage of the fact that 
this is an amending measure, Gov
ernment has introduced a new thing. 
In fact we wanted to remove the en
tire section 24. Under clause 24 they 
are seeking  to insert a new clause 
which says:

“30A.(1) Where  the  Central 
Government considers it expedi
ent so to do, it may, by order in 
writing, direct the Council to make 
any regulations or to amend or 
revoke any  regulations already 
made within such period as it may 
specify m this behalf”

There is a penalty  also In sub
section (2) they say:

“If the Council fails or neglects 
to comply with such order within 
the specified period, the Central 
Government may make the regula
tions or amend or revoke the re
gulations made by the Council, as 
the case may  be, either in the 
form specified in the order or with 
such modifications thereof as the 
Central Government thinks fit.”

What is left, Sir, in autonomy? This 
House can pass any legislation,  but 
the President can annul all legisla
tions m two sentences

Shri Narasimhan:  In one sentence.

Shri Warior: Everything  can be
done away with in one sentence. One 
sentence is enough.  But the penalty 
is also there.

Mr.  Depnty-Speaker: If the  hon. 
Member on my right has more things 
to say, he can have an opportunity.

Shri Satish Chandra: He has*already

spoken.

Mr. Depnty-Speaker:  But he  has
not finished

1880 (SAKA)  Accountants 6178
(Amendment)
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Shri Warior:  Sir,  he  is  a senior 

comrade and he can be helpful in 

this  This is called an autonomous in

stitution  But if these two clauses are 
there, what vestige of autonomy will 

be there in the whole institution?  X 
cannot understand  I can understand 
the Government advising the institute, 

the institute taking cognizance of the 
vast experience of the Government 

and the vast interests that the Gov

ernment controls  It can take cog

nizance of all that and then  make 

regulations, amend the regulations or 

make rules  That I can  understand 

But here it is said

"If the Council fails or neglects 
to comply with such order within 

the specified period, the Centrai 

Government may make the regula
tions  ”

Then what is the use of this institute, 
this Council and all its work7 I can

not  understand  Therefore, this is a 

very  objectionable section  It does 
not better the old position, instead it 

is making the position worse

If the autonomy of the institution is 
to be taken away the hon  Minister  1 

can say so  He can say  “Look here, 

you art. an infant institute, you do 
not know how to behave and there

fore Government is taking charge of 

the entire thing”  That can be said 

in plain language, straight language 
Instead of that, all  these soothing
words of autonomy  are there, and

then by the stroke of one sentence 
everything is annulled  That should 
not be allowed to go like that  That 

is why we want to press the amend
ment

In the end, Sir, I would request the 
hon  Minister—this Bill may be pas

sed or withdrawn—to bnng forward 

a  comprehensive  Bill taking  into 
account the experience of the work

ing of the institute for the last nine 

years, and with objective of breaking 
monopolies, giving more facilities for 
training to new  entrants and  new 

talents who come into the profession, 
and keeping the independence of  the

profession from the clutches of  not 

very goodwilled  people,  not  very 

straightforward and  honest  people 
All these objectives must be  taken 

together and  a comprehensive Bill 

must be brought forward so that the 

profession of chartered  accountancy 

will have its own place m the  ex

panding economy of our country

Shri D.  C.  Sharma  (Gurdaspur)* 
Mr  Deputy-Speaker,  Sir,  I have 

listened with a great deal of interest 

to the speech of my esteemed friend, 

Shn Warior, and I am at one with 

him in asking for a very comprehen

sive legislation on this point  But the 
question is, has our Government ever 
given any piece  of comprehensive 

legislation so far9  I think the answer 
is in the negative  Therefore, to ex

pect from our Government to give a 

piece of comprehensive legislation on 

this subject is to expect something 

that is not possible

All the same, I would say that the 
amending legislation  has not  been 

done with as much thoroughness and 

as much care as it deserves

Mr Deputy-Speaker:  Does he ex

pect these things  from the Govern

ment or not’

Shri D C  Sharma. Sir, I am con
nected with some of these autonomous 
bodies, and we  have  there these 

chartered accountants  We see  them 
functioning there  I would not  say 

that all the complaints put forward by 

my hon friend who preceded me are 

justified I do not say that in every 
case you have the case of a monopoly 
I think that is too much of a gene
ralisation  But one cannot avoid the 
impression, after looking through  the 

pages of the newspapers and  after 

reading through some of the cases of 

the jomt-stock companies, that there 

is a great deal of—I should be afraid 
of using that word, but I cannot help 
using it—collusion occasionally  bet
ween these chartered accountants and 

the directors of some of the joint- 

stock companies
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The result is that the profession 
about which some o f my hon friends 
have been talking so eloquently has 
not acquired that kmd o f dignity and 
that kind of reputation which it should 
deserve Therefore, the need is that 
this profession should be rid of m y  
tinge o f monopoly and it should also, 
at the same time, be n d  of all those 
practices which have brought to it not 
a very wholesome reputation That is 
the problem 

\

How that can be done is beyond tny 
power to say But I would say that 
the one effective way of doing it is 
this that you should tighten up Gov
ernment control over this institution 
It is true that at one time it was said 
that we should grant them greater 
autonomy It is true that Mr Kapadia 
wanted it to have a little more free
dom, and Mr Choksy also wanted it 
to have more/freedom I agree that 
those persons who control the work
ing of this profession, this institution 
should have some freedom, but we 
have come to the conclusion that the 
Government has to tighten up its 
supervision over it so that some of 
the practices which have crept into it 
may become a thing of the past I 
have absolutely no doubt about it, and 
I am glad that the Government has 
tightened up the regulations in cer
tain matters

For instance, by referring to Sec
tion 7 I find that we have tried to 
widen the scope of that clause which 
permits the institute to remove certain 
persons from its membership I think 
it has . been done in the better 
interest of the profession and m the 
better interest of the better func
tioning of our joint-stock companies

Now, I come to clause 8 I find that 
s>ome objection has been taken to the 
number of nominated persons I am 
a democrat and every democrat in 
this world will be opposed on princi
ple to the system of nomination any
where in any body We have got to 
do away with that system of nomina
tion, but since the desire o f the Gov-

Aeeottfttents 6x8a 
<Amendment)

Btll
eminent is to put this Institute on a 
firmer, sounder and broader basis, I 
think six nominated persons m a body 
which is going to have 24 elected per
sons is not going to be something 
very iniquitous After all, the num
ber of nominated persons is going to 
be only 20 per cent of the number 
of persons who are going to be elected 
Therefore, I think not much will be 
lost by increasing this nomination 
from five to six After all we have 
stomached already five nominated per
sons, and no harm will be done if we 
are asked to stomach now six persons

But there is a point in what Shri 
Warior said It was this that it may 
not be possible for the nominated per
sons to exercise that amount of vigi
lance which is expected of them So, 
Government should see to it that these 
nominated persons are persons of 
high professional and administrative 
integrity, persons who are held very 
high m public festeem and persons who 
are above suspicion so that the> car 
tone up the whole thing

At the same time, it should be seer* 
that these persons do not remain 
absentee members or like absentee 
landlords They should keep them
selves in touch with the Institute to 
the best of their ability and to the 
best of their capacity If that hap
pens, I think no harm will be done 
At the same time, I know and you 
also know, Sir, that m the matter of 
legislation, our attitude is not dogma
tic, our attitude is empincal We learn 
by experience, we change with chang
ing circumstances That is why Are 
are having so many amending Bills, 
and We have a spate o f amending Bills 
on the anvil I know if this Bill does 
not function properly the hon Minis
ter will be able to bnng forward an
other amending Bill some other time

Now, I am glad that th$ functions 
of the Disciplinary Committee have 
been defined so clearly %and so 
thoroughly I think we are familiar 
with the institution o f inspectors We
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have inspectors in the railway admi
nistration and in the educational de
partments. We have inspectors in all 
other organisations such as purchase, 
export and import organisations. But 
I would also say that there should be 
some organisation to control these in
spectors who inspect others. Unfor
tunately there is no statutory provi
sion for that anywhere. So, these in
spectors sometimes do not discharge 
their functions as well as they should. 
They become like small Moghuls; they 
become like small Nawabs, and there 
is nobody to question what they have 
done or what they are going to do. So,
I think that this pattern should be 
followed everywhere. This kind of 

Disciplinary Committee should be 
there wherever we are dealing with 
professional persons. It is needed be
cause a profession grows and flourishes 
not only by virtue of its most well- 
known members but also by virtue of 
discipline that it exercises on other 
members. Some of our professions in 
free India are coming into disrepute 
only for the simple reason that they 
have evolved no code of discipline. 
This profession of chartered account
ants is going to be a profession for 
those persons who are to be the finan
cial conscience-keepers of our public 
funds and moneys, etc. I think that it 
is necessary to keep this profession on 
the right lines and I believe that this 
Disciplinary Committee will be able 
to see to it that this profession does 
not deteriorate, that this profession 
does not become a prey to the moral 
or social diseases to which sometimes 
professions become a prey. I think 
this is a very wholesome provision, 
and I feel that similar things will be 
done when we bring legislation about 
other professions also.

A t, the same time, I am very happy 
that we have not given unlimited 
powers to the Disciplinary Committee. 
We have constituted the Disciplinary 
Committee in accordance with demo
cratic practice and we have also tried 
to see that they function in a respon
sible manner which is in conformity 
with the principles o f democracy. We
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have in this Bill specified *as to what 
they can do and we have also 
specified as to the appeals that 
could be preferred against their 
decision. Therefore, while on the one 
hand, this Disciplinary Committee 
Will be there to bring the code of 
conduct or the code of work to a high 
level,—of all the chartered account
ants,—on the other hand, the Com
mittee will be there to see that their 
decisions can be called into question / 
and that they cannot go beyond the 
limits of the case.

JfQzp/ J  fia d , J3r2r  aaaaef& as, / f 
this. Some time ago, I had an occa
sion to meet some of the chartered 
accountants,—especially some young 
chartered accountants. They came to 
see me, and they had to tell me a 
very, very sad tale. Now, their whole 
charge was that they were not given 
a proper deal at' the hands of some 
of their big bosses, and that their big 
bosses could get away very easily 
after having done certain things. That 
was their charge. But I hope on 
account of the proper functioning of 
this clause these young chartered 
accountants will not have a similar 
kind of grievous tale to tell to any 
Member of Parliament.

Then I come to clause 23 of the Bill. 
I think the training of articled nnd 
audit clerks, if I can put it, is Ihe 
foundation of this Bill. It is the >nost 
important part of the Bill. I know 
that something will be done to formu
late rules on this matter. But I would 
submit very respectfully that when 
the rules are framed, it should be 
seen to it that the training is made 
as easily available tp young aspirants 
as possible and also that the training 
is given not only in name, but in sub
stance. It should also be seen that 
this training does not involve any kind 
of detraction of those relations which 
should subsist between the teaoher 
and the student.
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Unfortunately in our country, the 
system of apprenticeship training is 
not very well practised. In countries 
like Japan, it is practised on a very 
large scale, every'industry has this 
system We used to have this system 
in the good old days when every home 
was a kind of a technical school, be
cause every craftsman, artist and every 
practitioner of any profession had 
some apprentices to be trained, but 
now somehow we have discarded that 
system I am glad that there is some 
provision m this Bill with regard to 
it There should be similar provisions 
m other Bills which deal with such 
professions Regarding the appren
ticeship training, I hope the rules will 
be placed on the Table of the House 
I hope the rules will be made as spe
cific as possible, they should not be 
left loo«e or vague

My friend, Shn Warior, took objec
tion to clause 24 I do not know how 
the autonomy of a body is going to 
be circumscribed or limited by clause 
24 I think we have this kind of 
section in municipal committees and 
m every democratic body It says

“Where the Central Govern
ment considers it expedient so to 
do it may, by order in writing, 
direct the Council to make any 
regulations or to amend or revoke 
any regulations already made 
within such period as it may '•pp- 
cify m this behalf”
I think this kind of provision exists 

everywhere though not in the very 
same words After all, the Central 
Government has got to exercise aver- 
all control over it and cannot exer
cise such control unless it has got 
some powers We have been talking 
about monopolists among chartered 
accountants and other persons who 
are out to do all kinds of things 
Suppose they pass some resolution or 
do something which is not proper, I 
thmk the Central Government have a 
nght to step in in order to correct 
any error or imbalance Life is a 
series of checks and counter-checks 
I thmk this kind of check in the hands

of the Central Government should not 
be grudged

On the whole, I find that this Bill 
is very inadequate, imperfect and un
satisfactory But given the circum
stances of the case and the framework 
of this Bill, I thmk it should be sup
ported I am an idealist and I would 
like to l*ve in a world where there is 
full autonomy, where capitalists do 
not exist, where there are no obstacles 
in the path of young men, where big 
business does not have a chance to 
do all sorts of things

An Hon. Member: It is a paradise

Shri D. C. Sharma: But that world 
is slowly coming into Shape We are 
bringing it into bemg gradually and 
when that world comes into being 
fully, I am sure we will have a differ
ent type of Bill But since we live m 
this imperfect world, in the midst of 
human beings whose wisdom is also 
imperfect, we have to put up with 
such kinds of Bills which are not 
perfect

I would, therefore, submit that the 
Ministry will be well-advised to bring 
forward a Bill after some time which 
will meet with the wishes of 
Mr Narasimhan, who wants full auto
nomy, with the wishes of Mr Warior 
who wants further schemes for train
ing and also with my wishes for a kind 
of democracy which will function ade. 
quately and properly in the interests 
of the accountants, of our nation, of 
the public and also m the interests 
of business and all those who want to 
enrol themselves as apprentices for 
their profession

Dr M S. Aney (Nagpur) I have 
read this Bill and I was under the 
impression that the Government was 
creating an autonomous institute for 
the chartered accountants m this 
country But when I came to clause 
24, I found that whatever nghts or 
pnvileges Government wanted to con
fer on this institute have blen com
pletely annulled and negatived by this 
clause. I d u ll read out that clause

1880 (SAK A) Accountant* 6 l&6
'  (Amendment)

Bill
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[Dr. M. S. An*y] 
which seeks to insert a new section 
30A:

“ (I )  Where the Central Govern- 
ment considers it expedient so t o ' 
do, it may, by order in writing, 
direct the Council to make any 
regulations or to amend or revoke 
any regulations already made 
within such period as it may 
specify in this behalf.”

The Government have taken to them
selves the power to dictate to the 
Council to make any regulation and it 
is made incumbent on them to abide 
by it. Sub-clause (2) says:

“ (2) If the Council fails or 
neglects to comply with such order 
within the specified period, the 
Central Government may make 
the regulations or amend or revoke 
the regulations made by the Coun
cil, as the case may be, either in 
the form specified in the order or 
with such modifications thereof as 
the Central Government thinks 
fit."

If sub-clause (1) is all right, sub
clause (2) naturally follows. But 
Government have shown no reasons, 
have specified no conditions under 
which they shall exercise the power 
of dictating to the institute any re
gulation which they want to be made. 
They have taken arbitrary powers, 
unconditionally arbitrary powers. It 
is something, in my opinion, incom
patible with the conception of autono
my. There is certainly no harm in 
creating an autonomous body. This 
sort of creating an autonomous body 
of the Institute does not, to my mind, 
appear to be a very clear way; it is 
absurd, so to say. I hope the hon. 
Minister who is in charge of this Bill 
will give us sokne intelligent expla
nation about the necessity of putting 
a clause like that, and on hearing that 
I shall, as a loyal member of the 
party, vote with him.

Shri 4Harish Chandra Mathur
(Pali): It is quite obvious that it is 
only aa a result of certain practical

experience that the Government have 
come forward (with tbeste amend
ments and I quite realise the resent
ment which has been expressed by 
hon. Members, particularly in respect 
of the amendment to clause 30A, 
where the autonomy of the Council 
is being restricted in a manner. But 
let'us remember that in a developing 
economy the expansion programmes 
of trade and industry have got to 
play a very distinctive role and the 
entire progress depends on how the 
trade and industry develop and 
expand. The health of this expansion 
of the trade and industry depends 
very much on how the accounts are 
being kept and maintained and how 
these accounts are properly scruti
nised. Anybody who does not live 
only in the academic world, anybody 
who is faced with practical adminis
tration knows how these accounts are 
manipulated. In this House so many 
complaints have been made regard
ing the manipulation of accounts, re
garding the double account books 
which are maintained by the people 
m commerce and industry, about the 
evasion of taxes and about so many 
other things. If these things have 
got to be looked after carefully, if 
there has got to be a better scrutiny, 
then we have to see that this Council 
functions more effectively, that it 
gives and injects a little health in the 
maintenance of accounts by the 
various business concerns.

I am really surprised that an 
attack on this amendment comes from 
our friends who, on the one hand, are 
wanting all the time to have tighter 
control by the Government over the 
people who are engaged in business 
and industry, particularly in the 
private sector. Now, how is this 
going to be exercised? What is our 
practical experience? The Govern
ment, as a matter of fact, gave the 
fullest autonomy to this Council. Let 
us know how this Institution has 
worked. I do not blame the Institu
te. But because of reasons which 
are quite obvious, for reasons which 
have compelled this Institution, the
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sum total of the result today Is that 
the accounts are not very much to 
he trusted, and even where the 
accounts have been countersigned 
by the chartered accountants we have 
found that there is much which re
mains to be desired

Under these circumstances, it is 
quite obvious that it is definitely the 
duty of the Government to see that 
some sense is injected, in them when 
it is necessary It is only a cor
rective clause It is only a power 
in the hands of the Government 
which they have taken just to see that 
this Council functions properly and 
wherever the Council has failed or 
wherever it has gone wrong it can be 
toned up by certain corrective mea
sures Government will have no
pleasure in going and dominating in 
the Council Government have no
pleasure in interfering with them 
and by that they can get nothing out 
of it At this stage o f our develop
ment, after 7 to 10 years of experien
ce as to how the chartered account
ants and accountancy Arms have been 
functioning, it is absolutely necessary 
to see that proper accountancy is 
injected into the working at the 
various commercial concerns and if 
that is not done, the Government 
cannot absolve themselves from the 
responsibility which squarely falls on 
its shoulders

In spite of our love for autonomy 
for these institutions, in spite of our 
apathy for any concentration of 
power in the hands of the Govern
ment, practical experience dictates 
the necessity for such an amendment 
Of course, we will be watchful to 
see that these powers given to the 
Government are properly exercised 
It is, therefore, for these practical 
reasons and because of the existing 
circumstances that I support this 
amendment to clause 30A, where the 
question of autonomy has been raised 
This is the main criticism which has 
been levelled by the various speakers 
who have spoken on this subject.

Bin
Then, I would like to a little clari

fication from the hon Minister in
respect of clause 24(a) In clause
24(a) they have put the word
“person”  I think that should be re
placed by the words “a company, 
society, association and institute” , 
because “person” [includes only the 
individual, and “company” , which is 
a legal person, excludes society, asso
ciation and institute Therefore, to 
me this change appears to be neces
sary I do not know how the hon 
Minister construes it If it is not so 
and if it concerns only a person or 
individual, then I think it needs some 
clarification

Then, I think clause 24(a) 12) 
also needs a little clarification That 
is the clause where punishment has 
been prescribed. Who is going to be 
punished9 Is the individual going to 
be punished7 If the “person” in
cludes “company” then in the com
pany whom are you going to punish7 
Who is going to punish7 It needs 
clarification Is it by executive order 
that directors are going to be 
punished7 What is going to 
happen7 My mind is not clear about 
it I would rather request the hon 
Minister to give a little clarification 
What is the definition of a “person” 7 
If it includes

Mr Deputy-Speaker: In the Bill, as 
passed by Rajya Sabha, there is no 
clause 24(a) (1)

Shri Satish Chandra: Probably he 
is referring to the regulatory powers 
of the Government

Mr. Deputy-Speaker: It might have
been in the previous Bill

Shri Satish Chandra: The Bill has 
been amended by the Rajya Sabha A 
lot of provisions have been amended

Shri Harish Chandra Mathnr
I am soory if  it is so Then no penal 
clause exists

Another important change which 
has been brought About* is about
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separating coat accounting and res
tricting the scope of the chartered' 
accountants. As I understand it, It is 
a major issue whether the chartered 
accountants should also include cost 
accountants or not. I think it is too 
late in the day now to deal with this 
subject and to plead that the charter
ed accountants should also include 
coat accountants. For various reasons,
I felt it would have been better if 
# e  had not separated them. As a 
matter of fact, we have very few cost 
accountants in the country and the 
development of cost accounting will 
suffer if it is made exclusive. Two 
views (Can be expressed on this 
subject. One view is that by sepa
rating them the cost accountants will 
be able to grow much better and 
develop much better. But 1 
have a feeling that until and 
unless this organisation fe constituted 
in such a way that it has all the 
various branches, it would not be 
able to function, there would not be 
proper scope for training, and there 
would not be the proper type of people 
coming in; and they will become so 
exclusive that they will not be able 
to take advantage of the various 
brandies of accountancy.

14 hrs.

Cost accountancy cannot develop 
absolutely in a vacuum. So, I should 
have wished that both were under 
one umbrella. If in a particular firm 
of chartered accountants, there are 
eight or nine articled clerks who are 
working on various branches, and 
cost accountancy is also one of then, 
then, particularly at this stage, when 
it is at a very initial stage of its 
development, it would benefit much 
more by drawing upon the experience 
and the impact of chartered account
ancy, and those studying cost account
ancy will have some integrated know
ledge ae to how it works, and how 
it can benefit from the other brandies. 
I do not know what reasons weigher! 
with Government in thinking that 
coat accountancy would be able to

develop much better as a separate 
entity. I wish that the hon. Minister 
throws some light on this point, 
because, the Cost and Work* Account
ants Bill is to follow closely on the 
heels of this Bill, and if we pass 
this Bill, we shall just be giving 
our consent to the exclusion of the 
cost accountants. If the cost account
ants are to be excluded, then we 
would like to know the circumstances 
under which Government hope that 
the profession of cost accountants 
will be able to develop much better 
as a separate entity and that the 
present system has not worked satis
factorily.
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ŜTPT 5f ̂ ̂  W W? ̂>t Pfhpf̂T ̂  *TRT

ft qk to t»i#5Rr spt  s% «ft ̂  ̂
T̂ t 3TPft   ̂  f% <ftr

+l*jnl  t̂ T̂ t  3TÎt   ̂1  %r*r
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Shri Hartsh Chandra M»thar:  My

observations regarding ‘section  24

stand.  I think it u quite clearly men
tioned hare.



6*97 Chartered PHALGUNA M,18$0 (SAKA) Accountants 6198
(Amendment)

Mr. Dapaty-Speaker: if  it M there, 
it is all right

Shri 8 acUh Chandra Mathnr: So
they stand and I would like the hon 
Minister to clarify

Shrt Satbfc Chandra; Sir, some of 
the points raised by hon Members 
have already been touched by me m 
my opening remarks and there is not 
much that I can usefully add

I am sorry that the deliberations of 
the Joint Committee on the Cost and 
Works Accountants Bill could not 
convince my hon friend, Shri 
Narasunhan He has quoted extensi
vely from the evidence given by 
Shn Kapadia and Shn Choksi before 
the Joint Committee on the Cost and 
Works Accountants BUI in order to 
prove hia case m relation to the pro 
visions consumed in this amending 
Bill He was himself a Member of 
the Joint Committee and had not 
given any note of dissent There nrt 
a few notes of dissent but we do not 
find any from him I had inferred 
from his earlier silence that we had 
been able to convince him and that lie
had changed his opinion I find
that he is still not convinced
If the collective wisdom of the Com
mittee which had many distinguished 
Members of this House as well as the 
other House, could not convince him, 
it would be difficult for me at this 
stage to make him change his opinion

He is very much against the regu
lation making power sought to be 
taken by the Government through 
this amending Bill In fact, the
power had been there in a different 
form even before the introduction of 
this Bill But the experience of last 
ten years has shown that it was not 
sufficient At present, the Govern
ment can suggest amendments of the 
regulations to the Council of the In
stitute for its consideration The re
gulations made by the Council of the 
Institute do not become final till they 
are approved by Government What 
is now sought to be done is that the

Bill
Government oa their own initiative 
can suggest amendments of the regu
lations to tiie Council of the Institute 
and if the Council does not agree with 
Government, the latter can still noti
fy  such regulations

Many complain^ have been voiced 
m the other House as well as this 
Hotjse regarding the functioning of 
this Institute My hon fnend, Shn 
Wanor, sees many things which arfe 
not moving satisfactorily, many 
actions of the Council of the Institute 
which according to him need scrutiny 
and change, yet he does not want to 
confer power on the Government to 
make those changes I can assure the 
House that this regulation malting 
power is not going to be used reck
lessly It will be there only as a 
reserve power In fact ,m all pro
fessional institutes of this type, even 
in the case of the medical Councils 
such powers have been kept in 
reserve by the Government My 
hon friend Shn Shree Narain> Das 
pointed out just now that such powers 
are exercised through Visitors in
the case of Universities and similar 
other institutions The Institute of 
Chartered Accountants has been
functioning during the last ten jears 
as a completely autonomous Institute, 
and it will continue to function as an 
autonomous Institute I might res
pectfully submit that the impression 
of my esteemed and learned friend, 
Dr M S Aney, that some new 
Institute is being created is not quite 
correct This Institute has f+m
there for a penod of about ten years 
But certain difficulties have been ex
perienced due to differences of opi
nion in the Council of the Institute 
There have been instances when long 
time is taken to decide minor points 
due to such differences of opinion.
I do not mean to say that the Insti
tute has not done good work I have 
paid compliments to the Institute in 
my opening remarks It has estab
lished sound traditions for the pro
fession and laid down correct stan
dards o f behaviour It has 
discipline over its members in a
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cotnmendable maimer. All the same, 
there have been occasions when some 
member's have differed on  minor 
matters and things which should have 
been decided in one meeting or two 
have dragged an for a long time.

The power now being taken will 
not be exercised by the Government 
without giving the  Council of the 
Institute the fullest  opportunity to 
discuss the matter, But in case a cer
tain issue requires the intervention by 
the Government in the interest of the 
health and progress of the profession, 
this power shall be exercised with 
utmost care.

Shri  Narasimhan: It is not statu
torily  provided  that  opportunity 
would be given to  them to discuss 
it

Siri Satish  Chandra: Many things 
cannot be provided  statutorily, but 
the intention of the Government is 
dear.  I  am  sure  this  assurance 
will be kept in mind by the officers 
of the Company Law  Department.

A point has been raised about the 
ratio of the persons  nominated by 
the Government to the persons elect
ed by the members of the profession. 
There appears to be a lot of misun
derstanding on this matter.  Firstly, 
it has been pointed out by Shn Wanor 
and other friends that  the number 
of nominated members is sought to 
be increased from 5 to 6 as if the 
Government is trying to increase the 
proportion of nominated members in 
.the Council.  It is not a correct thing.

At present every 150 members of 
the Institute are entitled to elect one 
member to the Council.  There  are 
now 20 elected lAembers.  The  Act 
provides that 5 shall be nominated by 
Government The total membership 
of the Council is, therefore, 25.

The profession is developing and 
the membership is becoming larger. 

As there & no maximum limit the 
Council may  become  unwieldy.  A

maximum number is now being fixed 
so that the Council will consist of SO 
members, 24 of whom shall be elect
ed by the Institute and 6  will be 
nominated  by  Government The 
ratio of nominated and elected mem
bers remains the same as it has been 
uptil now.

The 5 members, nominated by tha 
Government in the past  have not 
been the officers only.  There  again 
appears to be some  misunderstand
ing.  There is only one person nomi
nated from the Department of Com
pany {Law  Administration  which 
functions on behalf of Government in 
relation to the work of this Institute. 
Two other persons suggested by the 
Federation of Indian  Chambers of 
Commerce and Industry and the Asso. 
ciated Chambers of  Commerce are 
nominated by the Government. These 
two persons are usually members of 
the profession.  They  are  qualified 
Chartered Accountants nominated by 
Government on the  advice of the 
two Chambers of  Commerce in the 
country so that they may represent 
the viewpoint of trade and industry 
if certain matters  concerning them 
are discussed in  the  Council.  One 
person is nominated usually from the 
Auditor-General’s side.  At  present 
the Director of Commercial  Audit 
who is also a Chartered  Accountant, 
is a member.  So, these  nominees, 
except the one representing the De
partment of Company Law Adminis
tration, have nothing to do  with 
Government as such.  They are nomi
nated to represent various interests 
and are members of the  profession. 
The fifth one is an officer of  the 
Ministry of Defence who  too is a 
Chartered Accountant.

Shri Narasimhan: Fifth wheell

Shri Satish Chandra: The Govern
ment is represented actually by one 
member only.  So, it is not correct 
to say that the proportion of nomi
nated members is being  increased 
that they guide the destinies of the 
Institute or Hut the decisions of the
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Council <ure dictated  by  them.  To 
say so would be a sad commentary 
on the intelligence of a distinguished 
profession.  Chartered  Accountants 
are not likely to be cowed down by 
one representative of Government in 
the Council of 25. This is rather an 
argument which is too far-fetched and 
which does not carry much convic
tion.

Shri Warior:  How  much is  the 
quorum of the Council?

Shri Satish  Chandra:  I could not 
say off-hand.

Shri Narasimhan:. It must be one- 

third.

Shri Satish  Chandra  If it is one 
third in a Council of 25, it should be 
9 persons. (.Interruptions)

I will say a few words about the 
training of articled  clerks,  about 
which something has been said.  In 
that connection a phrase has  been 
used repeatedly—that of monopoly.

I have always understood a mono
polist to be a person who  sells his 
goods in the market and the buyer has 
no choice except to go to him.  That 
is how I understand a  monopolist. 
Here, in connection with this Bill, it 
has been used by some  Members 
opposite in a manner which comple
tely changes the connotation and the 
meaning of the word monopolist.

It ife for the shareholders of a com
pany  to  choose  any  Chartered 
Accountant  Whether it is a director 
managed company or managed other
wise, it is for shareholders to choose 
the Chartered Accountant.  A Char
tered Accountant is prohibited from 
soliciting work, from canvassing for 
being appointed as an auditor. And 
yet, it is said that some monopolist 
concerns exist in this field.  It  has 
been said that these  concerns are 
hereditary. That again is not a fact. 
H the hon. Member reads the Act 
very carefully he will find that only
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a duly qualified member of the In

stitute of Chartered  Accountants or 
a person who  has  completed his 
training can become a member at a 
firm.  It is not that 2, 3 or 4 persons 
can make a firm.

The articled clerks who get train
ing under the seniors have an oppor
tunity to acquire practical experience, 
which is more important than theore
tical training.  Theoretical  training 
is arranged by the Institute through 
its coaching schemes.  What is more 
necessary is the  practical  training 
which they get under their seniors in 
the profession.

I have very little time and I would 
respectfully submit that the Bill, as 
it is, may be  considered by  the 
House and passed.

Mr. Deputy-Speaker:  The question 
is:

“That the Bill further to amend 
the Chartered  Accountants Act, 
1949, as passed by Rajya Sabha, 
be taken into consideration.”

The motion was adopted.

Mr. Deputy-Speaker:  We  are now
coming to the amendments.  If it is 
the desire of the House we can push 
a little, a minute or two, into the 
other business so that we may proceed 
with this Bill and this  may not 
hang on.  That we can  do only if 
the hon. Members have no objec
tion.

Shri Satish Chandra:  We can get
through it, Sir.

Some Hon. Members:  Yes.

Clauses t to 7

Mr. Deputy-Speaker:  Now,  the
question is:

"That Clauses 2 to 7 stand part 
of the Bill ”

The motion was adopted. 

Clauses 2 to 7 were added to the Bill.
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Claaae S.— (Amendment of 
Section 9

Shri Warior: Sir, I move:

Page 3, line 10,—

for  “six  persons”  substitute 
"three persons".

I have moved my amendment and 
no explanation is necessary.

Mr. Depnty-Speaker: I will put this 
to the vote.

The question is:

Page 3, line 10,—

for  “six  persons”  substitute 
“three persons”.

\

The motion was negatived

Mr. Deputy-Speaker:  The question
is:

“Itoat clause B stand part of the 
Bill.”

The motion was adopted

Clause 8 was added to the Bill.

Clauses 9 to 23 were  added to the 
Bill.

Clause 24—(Insertion of new section 
30-A )

Shri Warior: Sir, I beg to  move 
my amendment to clause 24:

Page Sr-

after line 38, add—

“Provided that any such regu
lations or amendments or revo
cations proposed to be effected by 
the Central Government shall be 
laid on the Table of  both the 
Houses  <*f  Parliament  before 
making such regulations, amend- 
ments or revocations.'*  (

•

Shri Narasimhan: I beg to move- 

Page 9,—

Omit lines 33 to 38.

Mr. Depnty-Speaker;  I shall  put
amendments Noe. 1 and 3 to 
24 to the vote at the  House. The 
question is:

Page tf—

after line 38, add—

Ttovided that any such regu
lations or amendments or revo
cations proposed to be effected by 
the Central Government shall be 
told on the Table of  both the 
Houses  of  Parliament  before 
making such regulations, amend
ments or revocations.”

13, 19S9  Accountants (Amend
ment) Bill

is:

The motton was negatived.

Mr. Deputy-Speaker:  The question

Page 9 — 

omit lines 33 to 38.

The motion was negatived. 

igMr- Deputy-Speaker:  The question

thêBHl.”ClaUSe M Stand PBrt °*

The motton was adopted.

Clause 24 was added to the Bill

Clauses 25 and 26 were added to the 
Bill.

Clause 1

Mr Deputy-Speaker:  There  is an 
amendment to clause 1.

Amendment made:

Page 1, hne 4,— 

for “1958” substitute “1959”.

[Shn Satish Chandra] 

Mr. Depnty-Speaker:  The question

“That Clause 1, as  amended, 
stand part of the Bill.”

The motion was adopted.

Clause I, as amended, was  rd to 
the Bill.
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' Formula Mr. Deputy-Speaker: Th* question

1k
Mr. Deputy-Speaker: There is an 

amendment—No. 4—to the Enacting 
Formula.

Amendment mode:

Page 1, line 1,— 
for “Ninth Year” substitute 

"Tenth Year".
[Shri Satish Chandral

Mr. Deputy-Speaker: The question 
ir.

“That the Enacting Formula, 
as amended, stand part of the 
Bill” .

The motion was adopted.

The Enacting Formula, as amended, 
was added to the Bill.

The Title was added to the Bill

Shri Satish Chandra: Sir, I beg to 
move:

“That the Bill, as amended, be 
passed.”

Mr. Deputy-Speaker: The question 
is:

“That the Bill, as amended, be. 
passed.”

The motion was adopted.

14.33 hrs

COMMITTEE ON PRIVATE MEM
BERS’ BILLS AND RESOLUTIONS 

THntrr-SKVonn R e po r t

8hrimati Da Palchoudhurl (Nabad- 
w ip): I beg to move:

"That this House agrees with 
the Thirty-seventh Report o f the 
Committee on Private Members’ 
Bills and Resolutions presented 
to the House on the 11th March, 
1859."

“That this House agrees with 
ih e  Thirty-seventh Report of the 
Committee on Private Members' 
Bills and Resolutions presented to 
the House on the 11th March, 
1989.”

The motion was adopted.

14.34 hrs.

RESOLUTION RE; LICENSING OF 
NEW INDUSTRIAL UNITS—Contd.

Mr. Deputy-Speaker: The House 
will now resume further discussion 
of the Resolution moved by Shri 
P. K. Vasudevan Nair on the 27th 
February, 1959 regarding the policy 
of licensing new industrial units.

Out of 2 hours allotted for the dis
cussion of the Resolution 7 minutes 
have already been taken up and 
1 hour and 53 minutes are left for its 
further discussion today. Shri P. K. 
Vasudevan Nair may continue his 
speech.

Shri Vasudevan Nair (Thiruvella): 
Mr. Deputy-Speaker, last time I was 
trying to restate the general policy 
adopted by this House on the ques
tion of giving licences for new in
dustrial units. On that policy 
there is no difference of opinion. 
That is a good and correct policy. I 
am trying to examine how that policy 
is being implemented. My complaint 
is that the Government does not take 
any care at all in the correct imple
mentation o f this good policy. I am 
quite sure that most of the represen
tatives o f most of the States in both 
sides of this House will have given 
their own reasons for supporting my 
Resolution.

At the outset I will examine some 
general figures as far as licensing of 
new industrial units is concerned. 
With great difficulty, I went through




