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COMPANY ACT AMENDMENTS

Section 123 (Declaration of Dividend)

1.Declaration and Payment of Dividend Rules (DAPD) / Deposit of Dividend money in scheduled bank
account within 5 days/ are “not applicable” to Government Company in which the "entire paid up share
capital” is held by the “CG/ SG/ CG + SG”

2.Provided also that no company shall declare dividend unless carried over previous losses and depreciation
not provided in previous year or years are set off against profit of the company for the current year. (This
was earlier presented in rule but now it is part of section. so no real amendment but it is important so
clarified below)

a.lf dividend is “paid out of CY profits” then “all past losses” (if any) should be adjusted then remaining
profits can be used for dividend.
b.If dividend is "paid out of General Reserves” then "only CY losses” should be adjusted.
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3.In case of Nidhi Companies if dividend is not claimed within 30 days then it can be paid by crediting same
amount to credit of members account, so it's ok even if actual cash payment is not done but only in these
circumstances.

Section 127 (Punishment for failure to distribute dividends)

4.In case of Nidhi Company if dividend amount is Rs 100 or less then no need to send dividend warrants to
each and every member if it is announced in the local language in one local newspaper of wide circulation
and announcement of the said declaration is also displayed on the notice board of the Nidhi for at least
three months.

Section 129

5.AS17 (Segment Reporting) not applicable to the Government company engaged in defence production

6.Forms and items contained in financial statements & its preparation—> Sch Il + AS or Ind AS (Just a
clarification, it was already understood)

Sec 134 (Board Report etc)

7.Frauds which are not reported to CG under Sec 143(12) which are not exceeding 1 crore should be
disclosed in BOD report

8.Points related to policy of appointing & remuneration of Directors/ Annual evaluation conservation of
energy / technology adoption & foreign currency earnings and outgo in shall not apply to a Government
company engaged in producing defence equipment.

Sec 136 (Right of members to get audited financial statements)

9.In case of section 8 companies financial statements should be sent 14 days before AGM instead of 21 days
asin case of other companies.

10.No need to send financial statements to individual membersin case of_Nidhi Companies , in the case of
members who do not individually or jointly hold shares of more than one thousand rupees in face value or
more than one per cent, of the total paid-up share capital_whichever is less, Only intimation should be sent
by public notice in newspaper circulated in the district in which the Registered Office of the Nidhi is situated
stating the date, time and venue of Annual General Meeting and the financial statement with its enclosures
can be inspected at the registered office of the company, and the financial statement with enclosures are
atfixed in the Notice Board of the company and a member is entitled to vote either in person or through
proxy.

Sec 137 (Sending Financial Statementsto Registrar)

11.Form AOC-4 (XBRL) is also applicable to consolidated financial statements.

Sec 141 (Qualifications & Disqualifications of Audit)
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12.Following companies should be excluded while complying with limit of 20 in auditors disqualification One
person company, Small Company, Dormant Company , Private Company having paid up share capital less
than 100 crores

So as per above CA can do any numbers of audits for above companies but there is ICAl guidelines as per
which upper limit is 30 and there is no such exemption there so upper limit will 30 including above
companies.

Sec 143 (Powers/ Duties/ Fraud Reporting)

13.0nly frauds above certain limits should be reported to CG, Limit is Rs 1 crore other frauds should be
disclosed in BOD report.
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TAX AUDIT

1.Disgualifications of TAX Auditor

HUF
—Family member of HUF **

AQP
—>Member of AOP***

Firm
—>Partner of firm***

Company
—>Who is disqualified to do statutory audit under Sec 141 (3)

All Assesses
—->Who can verify return u/s 139***

(All points below are similar to company audit disqualifications but there are changes so be careful)
—>Officer or employee of Assessee

—>Partner or Employee of Employee or Officer

—>@Holding Security or Interest in assessee (Only Relative exempt up to FV 1,00,000)
—>@Indebted to assessee (Only Relative exempt up to Rs 1,00,000)

—@Guarantee or Security of assessee for third party (Only Relative exempt up to Rs 1,00,000)
—>Direct / Indirect Business Relationship with assessee

—>Convicted by court for fraud, 10 years from date of conviction

“** Including Relatives
@By individual or His partner or His Relative

2.ICDSas studied in Direct Tax/ Accounts

CHANGESIN LISTING AGREEM ENT (ONLY RELEVANT CHANGE IS COVERED)

—>Name has changes to LODR (Listing Obligation & Disclosure Requirements)
—>Passing of an ordinary resolution instead of special resolution in case of all material related party
transactions
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SOM E RECENT CASES FOR PROFESSIONAL ETHICS (Not Amendments but Imp)

Schedule Il, Part 1, Clause 4

Whether a statutory auditor can accept the system audit of same entity?

Yes, the statutory auditor can accept the assignment of a system audit of the same entity, provided it do not
involve any scrutiny/review of financial data and information.

Schedule |, Part 1, Clause 7

Whether the office of a CA is permitted to go in for 180 9001:2000 certification or other similar
certifications?

Yes, there isno bar for a member to go in for ISO9001:2000 certification or other similar certifications.
However, the member cannot use the expression like “1SO Certified” on his professional documents, visiting
cards, letterheads or sign boards etc.”

Schedule |, Part 1, Clause 6 & Clause 7

Publishing a book by a firm containing its history for the purpose of distributing to clients, associates, friends
and well wishers And printing of the words "Celebrating 75 years in the Profession’ on special letterheads
and envelopes of the firm will lead to solicitation of professional work, hence not permissible as per the
provisions of Clauses (6) and (7) of Part | of the first Schedule to the C.A. Act, 1949."

Shedule I, Part 1, Clause 4

Concurrent audit and the assignment of Quarterly review of the same entity cannot be taken simultaneously
asthe concurrent audit being a kind of Internal audit and the quarterly review being a kind of Satutory audit
undertaken simultaneously are prohibited under the provisions of ‘Guidance Note Independence of
Auditors'."

Shedule I, Part 2, Clause 2

It is prohibitive to undertake the assignments of internal Audit of a client and entry of the transaction for
Accounting simultaneously being violative of the

provisions of the "Guidance Note on Independence of Auditors’.”

Schedule |, Part 1, Clause 7
CCM, RCM and Member of Managing Comm. of Branches may print either their residential address, or office
addressincluding Tel. / Fax No. without mentioning the firm’s name on the back of the visiting cards"

Schedule |, Part 1, Clause 7
Member who isin practice cannot use the designation of ‘District Governer' in his rotary visiting card along
with the word "Chartered Accountant""

"What isthe procedure for registration of a new firm name which issimilar to an existing firm?

- Yes, the members/sis/are required to apply for approval of firm name in form no. 117,

» The form should be signed by all the partners,

» Out of them at least one of such partners should be a partner of the existing firm.

* After the approval, the particulars of firm in Form No. 18 should be submitted.

- The registration is given effect prospectively and not retrospectively.

« All such firmswith identical/same or similar name should be treated as new firms with new FRN."

Can a member outside India retain his proprietary firm?

* No, as per Section 27 of the CA Act, 1949 each office or firm of CA in India shall be under the separate
charge of the member.

» A member working abroad can have a proprietary firm in India provided the member is actively associated
with the firm in India.

» Such association shall be deemed to exist it the member resided in the place where the firm is situated for
aperiod of not lessthan 182 daysin a year

« Alternatively, he can engage a member as paid assistant to be incharge of hisfirm in India.
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« If either of these conditions is not satisfied the member is not permitted to retain his proprietary firm in
India."

"The Council has issued the following guidelines for use of expressions such as ‘Associates of
‘Correspondents of... etc. on letter heads, visiting cards etc. of firms of Chartered Accountants:

The use of expressions / words ‘in Association with .... ‘Associates of ‘Correspondents of.... etc., on the
stationery letter heads, visiting cards and professional documents etc. of firms of Chartered Accountants is
not permissible in view of the provisions of clause (7) of Part | of the First Schedule to the Chartered
Accountants Act, 1949 irrespective of whether the connection bearing name sought to be used was the
name of an Indian firm or a foreign firm. The Council has not barred entering into such association and the
restriction given under the above clause is to bar an advertisement appearing / derived from such
associations."

"Audit of listed companies shall now be carried out only by the auditorswho have undergone Peer Review
Process

» And have obtained Peer Review Certificate from the Peer Review Board.

» Thisdecision is effective for accounting periods commencing on or after 1st April, 2009."

"Whether an Associate Member of the Institute practicing abroad iseligible to become Fellow Member ?
No. Only members who being associates and who have been in continuous practice in India for atleast five
years are eligible to apply for admission to fellowship on payment of prescribed fee and submission of Form
‘3" [Section 5(3) of the Chartered Accountant Act, 1949]."

"Whether a member’s service asa paid assistant outside India with a firm of chartered accountants can be
recognized for the purpose of fellowship ?

The member working as a paid assistant with a foreign firm of accountants outside India is eligible for
admission as a fellow member provided the firm is having atleast one partner who is/was either the member
of the ICAl or who is/was eligible to become its member under Section 4(1)(v) of the Chartered accountants
Act."

Whether an Associate Member employed in Industry abroad iseligible to become fellow member ?

An associate member serving in an industry abroad for a continuous period of not lessthan 5 yearsin one or
more posts carrying duties relating to accounts, cost accounts, audit, finance, taxation, company law and/or
secretarial work, is eligible to become a fellow member.

If there is a break in the continuity of service, the same can be condoned for a period not exceeding one year
so however that the actual period of service shall not be lessthan 5 years [Regulation 5(3)]"

"Can a member in Salaried employment abroad hold C.0.P.?
Yes, he can hold C.O.P but his status would be treated as a member in part-time practice."

"Can a member of the Institute holding Certificate of Practice residing outside India, do any attest
functions?
Yes. He can do attest functions outside India, subject to the local laws permitting him to do so."

"Can a Member working abroad have a Proprietary Firm in India?

Yes. A member working abroad can have a proprietary firm in India provided the firm in India is under the
charge of a member of the Institute who should be a full time paid assistant. This is a mandatory
requirement under Section 27 of the Chartered Accountants Act, 1949."

"Can a member having a proprietary firm in India and recently shifted from India, continue to be a
proprietor of a firm in India?

Ans. The member can continue to be a proprietor of the firm in India if the member himself is actively
associated with the firm by residing in India for a period of not less than 182 days as provided in Appendix 10
of the Chartered Accountants Act 1949."
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"Whether a member residing abroad can be a partner of a firm of chartered accountantsin India?
Yes, a member can be a partner in a firm of Chartered Accountants in India provided he holds C.O.P. Because
Clause says CA should be in practice it doesn’t specify ""in India"""

"Can a member holding Certificate of Practice and residing abroad be incharge of the branch office of the
firm outside India?

Yes, a member can be in charge of the branch office of the firm outside India provided the Head Office of the
firm isregistered in India. He can be in charge of the branch office in his capacity either as a paid assistant or
partner of the firm."

"Can a member practicing outside India impart articles training under the Chartered Accountants Act and
Regulations?

As per the proviso to Regulation 43(i) of the Chartered Accountants Regulations 1988 as amended by the
Chartered Accountants (Amendments) Regulations 2007, a member practicing outside India is also eligible to
engage an articled assistant subject to such additional terms and conditions as the Council may impose..

Morever, if a firm of chartered accountants has an office in India and also an office abroad (not being a
separate partnership) a partner or the proprietor thereof would be permitted to train articled assistant in
India or outside the country, provided that the member concerned could ensure that proper training, in
accordance with the requirements of the Regulations, isimparted to the articled assistants”
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COM PANY ACT AMENDM ENTS

Section 123 (Declaration of Dividend)

1.Declaration and Payment of Dividend Rules (DAPD) / Deposit of Dividend money in scheduled bank
account within 5 days/ are “not applicable” to Government Company in which the "entire paid up share
capital” isheld by the "CG/ SG/ CG + SG”

2.Provided also that no company shall declare dividend unless carried over previous losses and depreciation
not provided in previous year or years are set off against profit of the company for the current year. (This
was earlier presented in rule but now it is part of section. so no real amendment but it is important so
clarified below)

a.lf dividend is “paid out of CY profits” then "all past losses” (if any) should be adjusted then remaining
profits can be used for dividend.
b.If dividend is "paid out of General Reserves” then "only CY losses” should be adjusted.
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3.In case of Nidhi Companies if dividend is not claimed within 30 days then it can be paid by crediting same
amount to credit of members account, so it's ok even if actual cash payment is not done but only in these
circumstances.

Section 127 (Punishment for failure to distribute dividends)

4.In case of Nidhi Company if dividend amount is Bs 100 or less then no need to send dividend warrants to
each and every member if it is announced in the local language in one local newspaper of wide circulation
and announcement of the said declaration is also displayed on the notice board of the Nidhi for at least
three months.

Section 129

5.AS17 (Segment Reporting) not applicable to the Government company engaged in defence production

6.Forms and items contained in financial statements & its preparation—=> Sch lll + AS or Ind AS (Just a
clarification, it was already understood)

Sec 134 (Board Report etc)

7.Frauds which are not reported to CG under Sec 143(12) which are not exceeding 1 crore should be
disclosed in BOD report (Important)

8.Points related to policy of appointing & remuneration of Directors/ Annual evaluation conservation of
energy / technology adoption & foreign currency earnings and outgo in shall not apply to a Government
company engaged in producing defence equipment.

Sec 136 (Right of membersto get audited financial statements)

9.In case of section 8 companies financial statements should be sent 14 days before AGM instead of 21 days
asin case of other companies. (Important)

10.No need to send financial statements to individual membersin case of_Nidhi Companies , in the case of
members who do not individually or jointly hold shares of more than one thousand rupees in face value or
more than one per cent, of the total paid-up share capital whichever is less, Only intimation should be sent
by public notice in newspaper circulated in the district in which the Registered Office of the Nidhi is situated
stating the date, time and venue of Annual General Meeting and the financial statement with its enclosures
can be inspected at the registered office of the company, and the financial statement with enclosures are
atfixed in the Notice Board of the company and a member is entitled to vote either in person ar through
proxy.

Sec 137 (Sending Financial Statementsto Registrar)

11.Form AOC-4 (XBRL) is also applicable to consolidated financial statements.

Sec 141 (Qualifications & Disqualifications of Audit)
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12.Following companies should be excluded while complying with limit of 20 in auditors disqualification One
person company, Small Company, Dormant Company , Private Company having paid up share capital less
than 100 crores

So as per above CA can do any numbers of audits for above companies but there is ICAl guidelines as per
which upper limit is 30 and there is no such exemption there so upper limit will 30 including above
companies. (Important)

Sec 143 (Powers/ Duties/ Fraud Reporting)

13.0nly frauds above certain limits should be reported to CG, Limit is Rs 1 crore other frauds should be
disclosed in BOD report._ (Important)
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