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The Chartered Accountants Act, 1949 as amended by the Chartered

22A Accountants (Amendment) Act, 2006 & 2011

-/
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1. Introduction - Code of Ethics

The ’m'eﬁhics” is essentially a set of professional ethical standards regulating the relationship
of CAs wit eir clients, employers, employees, fellow members of the group and the public in
eneral. The CA Act, 1949 and the Schedules to the Act set out the acceptable forms of behavior of
ers of the profession.

2. Entry of Names in the Register of Member [Section 4]

e¥irements:
Pass Final Examination of CA Course
e Completed Practical Training as an articled/audit assistant
e Complete GMCS course or any other course specified by the council.
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Status of Member:

¢ member in practice (must have COP)

¢ Member in service or member (may not be in practice or service) just having a degree.
Member can practice in his individual names or in his sole proprietorship firm mﬂ]&rship rm.

3. Class of Member [Section 5]

e ACA: - any person shall on his name being entered in Register of me
member & can use letter A.C.A. after his name.

bewe Associate

t least 5 years
d who posses such
of fellow members

e FCA:- On an application, Associate member in continue practic
or associate member for continuous period of not less than
qualifications as may be prescribed by the Council, shall be ent
& can use letters F.C.A. after his name.

Case Study-1: Whether an Associate Member of the Institute practi
Fellow Member?

abroad is eligible to become

Hint: No. Only member who being associates and who ha ontinuous pracrtice in India
for atleast 5 years are eligible to apply for admission to fellowsNp on payment of prescribed fee and

submission of Form 3. N

4, A member in practice is prohibited from using any designation other than Chartered Accountant [Sec. 7]

W effect from 9th December, 1997 registration as category IV Merchant Banker has been

¢ All member (whether in practice or not) can usWefore their name.
e Member in practice can’t use any othepfdesigngtiont other then “CHARTERED ACCOUNTANT”,
but they can use any other letter or i idicating membership of Accounting body

approved by Council; e.g. Member in designate himself as ‘COST ACCOUNTANT’
but can use letter AICWA, if he is a mem WA.

¢ If member have more than one
simultaneously. For matter involving
& for matter involving practice as CA,

ctic&as Advocate he should use designation ‘ADVOCATE’
ould use designation ‘CHARTERED ACCOUNTANT".

t or firm of CA acting as Advisor or Consultant to the Issue
could be indicat the caption "Advisor/ Consultant to the Issue". However, the
sdch CA/firm of CA should not appear prominently. CA or firms of CA
onsultant to an Issue should ensure that the description 'Merchant
jated with their names in the offer documents and/or advertisements

under the caption 'Merchant Banker' could be misleading, as there were
of Merchant Bankers and the members of the profession were permitted to
regi only as category IV 'Merchant Bankers', i.e. to act only as Advisor or Consultantto an

. FWther, such members and firms should not use the designation of either 'Merchant
Bankgebr Advisor/Consultant to Issue' in their own letterheads, visiting cards, professional
documents, etc. As per Regulation 3(2A) of SEBI (Merchant Bankers) Regulations, 1992,

pensed with.

5. Disqualification of Member (Section 8)

Age <21 years at time of application.

¢ Unsound mind as per competent court.

¢ Un-discharged insolvent.
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¢ Dischargedinsolvent but has not obtained a certificate from court stating that his insolvency was
due to misfortune without any misconduct on his part.

¢ Removed from membership by ICAIl due to misconduct.

he has been granted a pardon or CG has removed his disability.

If the person fails to disclose the fact that he suffers from any of the

members by the Council.

Member deemed to be in Practice (Section 2)

A) When he (Individually or in Partnership) in consideration of Re ration:

¢ Engage him-self in practice of accountancy, or
e Offer to Perform audit and related services, or

¢ Holds himself out to the public as an accountant, or,

¢ Renders professional services or assistance in or ersfelating to accounting procedure

¢ Renders such other services as in the opinio

(B) When he accepts any of the following in

¢ Act as Liquidator, trustee, executor, admiflk
for costing, financial or taxation matter.

s onda salary-cum-full time basis.

sonal/employee capacity, he will not be deemed to

d managerial decision making.
) t accounting system, cost control & value analysis.
e Contr thods and management information and reporting.
* Personnel recruitment & selection.
. g up incentive plan etc.
anagement & operation audits.
Valuation of shares and business and advice regarding amalgamation, merger and acquisition.

e Business policy, corporate planning, organization development, growth and diversification.

¢ Organization structure & behavior, employee training, job evaluation.
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¢ System analysis and design and computer related services and other EDP services.
¢ Acting as advisor to issue.

¢ Investment counseling.

e Acting as registrar to issue.

¢ Quality audit, Environment audit, Energy audit.

¢ Acting as recovery consultant in banking sector.

¢ Insurance financial advisory services (including insurance brokerage).

Explanation: For removal of doubt, it is hereby clarified that the ac oking, underwriting
and portfolio management are not permitted.

Management Consultancy Services shall not include the functj @

e Statutory or Periodical audit.

¢ Tax (both direct and indirect taxes) representation or 2§ ncerding tax matters.
¢ Acting as Liquidator, Trustee, Executor, Administrator, Ar tor &r Receiver.
(D) Points to Remember: o~

¢ CA who is salaried employee of CA in practicg shall emed to be in practice for limited
purpose of training articled clerk.

¢ Once a person become a member of ICAI, e provisions of CA Act and its regulations.

¢ A member of the Institute can have ng other. ity in which he can take up such practice,

r of the Institute. If he appears before the

so only in his capacity as a CA an ber of ICAl. Therefore, a Chartered Accountant whose
name has been removed from the
such period of removal, will not appeX before the various tax authorities or other bodies whom
he could have appeared in Jig capacity a

f the company from rendering certain services directly or
company or its subsidiary company.

indirectly to the compamor its hol

7.

Pena

Ity for falsely claiming to be a Member [Section 24 & 25]
e [Section 24] : erson, Yot being CA, represents that he is CA or use designation CA or
any person bein aving COP, represents that he is in practice or practice as a CA,

conviction up to Rs. 1000/- and on any subsequent conviction with
ay extend up to 6 months or fine which may extent to Rs 5000/- or both.

pany, whether incorporated in India or elsewhere, shall practice as CA. If any

ly a party to such contravention shall be punishable with fine which may extend on
iction to Rs. 1000/- and on any subsequent conviction to Rs 5000/-

[Explanatio
limited lia

For the removal of doubts, it is hereby declared that the "company" shall include any
ity partnership which has company as its partner for the purpose of this section.]

ddition, as per section 141 (2) of the Co. Act, 2013, where a firm (including a limited liability
ship) is appointed as an auditor of a company, then, only the partners who are chartered
ccountants shall be authorised to act and sign on behalf of the firm.

throughly studying the provisons of both the Acts, the LLPs though allowed to be appointed as an
auditor in accordance with the Companies Act, 2013, however, it cann't be engaged in to practice, if
it has company as it partner as per the Chartered Accountant Act, 1949.
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Therefore, in short, the LLP not having any company as its partner, can be engaged into practicing
and thus take audit assignemnts. .

8.

Unqualified persons not to Sign Documents [Section 26]

¢ No person other than a member of the institute shall sign any document on
practice or a firm of such CA in his or its professional capacity.

¢ Any person contravenes this provision shall, without prejudice to any ot
may be taken against him, be punishable on first conviction with a fine not |
but which may extend to Rs. 1 lakh rupees, and in the event of a second o
with imprisonment for a term which may extend to 1 year or with
but which may extent to Rs 2 lakh rupees or with both.

ss than Rs 10000/-

9.

Signi

ficance of Certificate of Practice (COP) (Sec 6)

rk PRESCRIBED for a
e can’t appear before
is removal because once
visions of the CA Act 1949

¢ A CA not holding Certificate of Practice (COP) can’t take up‘a
practicing CA. thus if CA has surrendered his COP due to miscon
taxation authorities etc’ (even though he is having law d
a member becomes a member of the institute; he is boun
and regulations made there under.

¢ But he can appear in a civil court as advocate becgluse ap in civil court is not a prescribed

service for CA in practice.

en 0 old C.0.P?

Hint: Yes, he can hold but his status would befreate a member in part-time practice.

Case Study-2: Can a member of the Institut
functions?

.P. residieng outside India, do any attest

Hint: Yes. He can do attest functions o dia, subject to the local laws permitting him to do

SO. .

Case Study-3: Whether a memberresiding a d can be a partner of a firm of Chartered Accountant
in India.

Hint: Yes, a member can be er in a firm of Chartered Accountants in India provided he holds
C.0O.P. Because Clause sayg ™ Sho in practice it doesn't specify "In India".

10.

Removal of Name from the Register [Section 20]

The Council may rem gister, the name of any member of the Institute in the following

cases:

who is dead;
¢ from who s been received to that effect; or

¢ who has’noNgai rescribed fee required to be paid by him; or

f or who for#nhy other reason has ceased to be entitled to have his name borne on the Register.

The shYll remove the name of any member from the Register in respect of whom an order
has been d under this Act removing him from membership of the Institute.

If the name of any member has been removed from the Register for non-payment of prescribed fee
d to be paid by him, then, on receipt of an application, his name may be entered again in
Redister on payment of the arrears of annual fee and entrance fee along with such additional

feqy s may be determined by the Council.

e effective date in case of restoration of cancelled membership, in different situations, shall be in
e following manner:
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Application for restoration and requisite fees
are made within the same year of Removal

Restoration shall be with effect ffom the date
on which it was removed from

Removal of name under the orders of
the Board of Discipline or the Disciplinary
Committee or the Appellate Authority or the
High Court

Restoration shall be in accordance
orders.

In other cases

ect IPbm the date
ee are received.

Restoration shall be with
on which the applica

A\

11. Cancellation and Restoration of Certificate of Practice [Regulation 10]
Certificate of Practice (COP) shall be liable for cancellation, if:
¢ the name of the holder of the certificate is removed from the Re
¢ the Council is satisfied, after giving an opportunity o to the person concerned,
that such certificate was issued on the basis of incorrect, lea@ng or false information, or by
mistake or inadvertence; or
¢ amember has ceased to practise; or
¢ a member has not paid annual fee for certificfe of pracfice till 30th day of September of the
relevant year.
Where a COP is cancelled, the holder shall e same to the Secretary.
Further, Regulation 11 on restoration of CO states tjfat, on an application made in the approved
Form and on payment of such fee, the Counc store the COP with deemed to be in Practice
in accordance with the provisions of tmlejl Accountants Act, 1949.
12. Maintenance of Branch Office by Practicing Member [Section 27]

should be in the separate chgfge of a me
time employment. Separat

Exception (No separa
following cases no s

A) Exemption has b
The conditions are:

int:

A CA in practice or a firm of CAs has moreyn one office in India provided each one of such offices
er of the institute (CA) either as a partner or in whole
ge means, member either attends the said office or resides in the

ening & close of such temporary office inform ICAL.

Name b

(B) Member can be in-charge of two offices if (a) second office located in same premises in which
offjce (Head Office) is situated OR (b) in the same city in which first office (Head Office) is
ua®d or (c) within 50 Kms from municipal limits of city in which first office (Head Office) situated.

No, as per section 27 of the CA Act, each office or firm of CA in India shall be under the separate

charge of the member.

rd of firm to be displayed at temporary office only for the period allowed as above.

Study: Can a member outside India retain his proprietary firm.
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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 deembed to exist if the member resided in the place where t
situated for a period of not less than 182 in a year.

Alternativelyy, he can engage a member as paid assistant to be incharge of his

If either of these conditions is not satisfied the member is not permitted td r&ain h oprietary

firm in India.". T

13. Other Misconduct [Section 22]

Other misconduct has been defined in part IV of the First Schelell of the Second
Schedule in the CA (Amendment Act) 2006, which have bee ssed in detail later under
“Schedule to CA, Act, 1949”.

A member is liable to discipinary action u/s 21 of the Chartered A
any professional or "other misconduct".

, if he is found guilty of

Other misconductrelates to any misconduct of amember if arise out of his professional

work.

This provision empowers the council to inquire i cofuct of a member even if it does
not arise out of his professional work. This is co ssary because a CA is expected to
maintain the highest standards of integrity even iNgaj al affairs, any deviation, even in his
non-professional work would expose him i

Other misconduct would also relate to ¢
moral turpitude punishable with cause t

technical nature committed by the membe rofessional capacity.

In the absence of statutory definitio isconduct”, the question whether a particular
act or omission constitutes "other miscyiduct” has to be decided on the facts and circumstances

of each case. -

14. Disciplinary Procedure [Section 21]

14.1 Disci

plinary Directorate

¢ The Council shall, by

t#icatio'ry\blish a Disciplinary Directorate headed by an officer of the
ector (Dfscipline) and such other employees for making investigations
omplaint received by it.

Institute designated

information along with the prescribed fee, the Director (Discipline)
shall arrive at a primfaci®opinion on the occurrence of the alleged misconduct.

Where thg Di cipline) is of the opinion that a member is guilty of any professional
or other M mentioned in the First Schedule, he shall place the matter before the

Board of Disci®y d where the Director (Discipline) is of the opinion that a member is guilty
of a | or other misconduct as mentioned in the Second Schedule or in both the
Schedu Il place the matter before the Disciplinary Committee.

ureys may be specified.

Where™¥complainant withdraws the complaint, the Director (Discipline) shall place such
withdrawal before the Board of Discipline or, as the case may be, the Disciplinary Committee,

e said Board or Committee may, if it is of the view that the circumstances so warrant,
permit the withdrawal at any stage."

14.2 Board of Discipline

L4
The Council shall constitute a Board of Discipline consisting of:

¢ A person with experience in law and having knowledge of disciplinary matters and the
profession, to be its presiding officer.
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¢ Two members one of whom shall be a member of the Council elected by the Council
and the other member shall be nominated by the Central Government fropfamongst {he
persons of eminence having experience in the field of law, economics, busin
or accountancy.

¢ The Director (Discipline) shall function as the Secretary of the Board.

¢ The Board of Discipline shall follow summary disposal procedure in deal #g with\ll cases before
it.
ssional or other
f being heard before

following actions,

¢ Where the Board of Discipline is of the opinion that a member is guilty
misconduct in First Schedule, it shall afford to the member an op
making any order against him and may thereafter take anyone or mor
namely:

¢ Reprimand the member.

¢ Remove the name of the member from the Register up to a od of three months.

lakh.

¢ TheDirector (Discipline) shall submit before the Board of Digpline all information and complaints
where he is of the opinion that there is no primgffacte cgse the Board of Discipline may, if it
agrees with the opinion of the Director (Discipljhe), clﬁe matter or in case of disagreement,

may advise the Director (Discipline) to further Rvestigate Jhto the matter.

¢ Impose such fine as it may think fit, which may e

14.3 Disciplinary Committee

¢ Provided that the Council i ore Disciplinary Committees as and when it considers
necessary.

¢ The Disciplinary Co
procedure as may

14.4 Authority, Disciplinary Committee, Board of Discipline and Director (Discipline) to have powers of Civil

Court

For the MOSGS of an inquiry under this Act, the Authority, the Disciplinary Committee, Board
of Discipline and the Director (Discipline) shall have the same powers as are vested in a civil court
e Code of Civil Procedure, 1908, in respect of the following matters, namely.

Summoning and enforcing the attendance of any person and examining him on oath;
The discovery and production of any document; and

Receiving evidence on affidavit.

15,

Appellate Authority [Section 22]
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15.1 Constitution of Appellate Authority
¢ The CG shall, by notification, constitute an Appellate Authority consisting of-

¢ A person who is or has been a Judge of a High Court, to be its Chairperson;

¢ Two members to be appointed from amongst the persons who have bee the
Council for at least one full term and who is not a sitting member of
¢ Two members to be nominated by the CG from amongst persons ha dge and

practical experience in the field of law, economics, business, fina
¢ The Chairperson and other members shall be part-time members. ‘
15.2 Appeal to Authority

¢ It may be noted that the Director (Discipline) may also a
of Discipline or the Disciplinary Committee to the Autho
within 90 days.

¢ Remit the case to the Boar ciblipe or Disciplinary Committee for such further
enquiry as the Authority consi rin the circumstances of the case; or
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(Complaint against member of ICAI of allege misconduct along with prescribed fee.)

!

(Disciplinary Directorate)

A
The Director (Discipline) shall arrive at a prima facie opinion on the occurrence of alleged #gcond¥t and decide
whether he is guilty of proffesional or other misconduct falling in

|

[ First Schedule j

y
(Place the matter before) atter before)

[ Board of Discipline )

!

If found guilty, it can

ound guilty, it can

¢ Reprimand the member
* Remove the name of member

upto a period of 3 months
¢ Impose fine upto Rs. 1,00,000
|

Reprimand the member

Remove the name of member
permanently or for any period
Impose fine upto Rs. 5,00,000

iblinary Committee for reconsideration.
order as the Authority thinks fit.

14. Quality Review Board [Section 28]
14.1 Establishment of Quality Review Board [Section 28A]

e The CG e o‘u*ation, constitute a Quality Review Board consisting of a Chairperson and

and member of the board shall be appointed from amongst the persons of
experience in the field of law, economics, business, finance or accountancy.

¢ fFive members of the Board shall be nominated by the Council and other five members shall be
by the Central Government.

14.2 Functions of Board [Section 28B]

The Board shall perform the following functions, namely:

ake recommendations to the council with regard to the quality of services provided by the
ember of the institute.

To review the quality of services provided by the members of the institute including audit
services; and

¢ To guide the members of the Institute to improve the quality of services and adherence to the
various statutory and other regulatory requirements.
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14.3 Procedure of Board [Section 28C]

The board shall meet at such time and place and follow in its meetings such procedure as ma&peciﬁe‘

14.4 Terms and Conditions of services of Chairperson and Member of the Board, and its Expenditure [Section 28D]

allowances shall be such as may be specified.

The expenditure of the Board shall be borne by the Council.

The terms and conditions of service of the chairperson and the member of th

A

d and zeir

22B

-—

First Schedule to the Chartered Accountant Act, 1949
(as amended by the Chartered Accountants (Amendment) Act, 2006 & 2011)

)

Part | Part Il Part 111 Part IV
Misconduct Professional Professional Professi Other
Applicability | CAs in practice | CAs in service ﬁ As eneral
No. of Clause 12 2 ' 2
Part | of First Schedule (Applicable for CA in practice)
Clause 1
CA in practice shall be deemed to be guilty Wal misconduct if he allows any person to
practice in his name as a chartered accguntant u s such person is also a CA in practice and is in
partnership with or employed by him. M
(Who can pracgce CA’s nav
(A person not C.A) (A Charted Accountant)
4 /\
((Not in practice )
X A/I\A
(_His partner ) (His employee) (Others)
i N ) X
Clause 2

O

i ice shall be deemed to be guilty of professional misconduct if he Share his fees or
pr of hij professional business through commission or brokerage (directly or indirectly) to
other than:

any p

¢ a member of the institute, or

a partner, or

¢ aretired partner, or

¢ The legal representative of a deceased partner, or

¢ amember of any other professional body (as prescribed) or member of professional bodies
or institutions outside India whose qualification relating to accountancy are recognized
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by the council); or

¢ With such other persons having such qualifications as may be prescribed, e purpdge
of rendering such professional services from time to time in or outside India.

¢ Objective of this clause is that practicing CA should get his professional
services of agent or 3rd parties, but due to his own competent.

not thfough

e CA can’t engage in any business other than the profession of CA unless feMgitted\gy the Council

for the same.

entage of their
nses, auditor can do

¢ Where government or government authority require the auditor togdep

audit fees in the state treasury, for recovering administrative and

so [Council’s Decision] PN

For the purpose of clause (2), (3) and (5) of Part | of First Schedule to the Act, The Council has
prescribed the following professional bodies:

¢ The Institute of Company Secretaries of India; 7

The Institute of Cost and Works Accountants of In

0

¢ Bar Council of India;

¢ The Indian Institute of Architects; ( 5

¢ The Institute of Actuaries of India.
For the purpose of clause (2) and (3) of Part | of First Schedule to the Act, the following shall be the
persons qualified in India, namely:

¢ Company Secretary

Cost Accountant

0 U
¢ Actuary

¢ Bachelor in Engineering

¢ Bachelor in Technol

0

0

0 . . .

Bachelor in Archi e

Bachelor in La

with the concegiof LimXed Wability Partnership (LLP).
Allowability of profit sharing in case of death of a partner/proprietor of firm

r: W , there are two or more partner and one of them dies, the widow or legal
represegtative of Wae deceased partner can continue to receive a share of profit of the firm, only if

or (Sale of goodwill): There cannot be any fee sharing between the widow or the
tative of the proprietor of a single member firm and the purchaser of goodwill of the
Firm, on the fleath of the sole proprietor of that firm. Widow / legal representative of the deceased
proprietortan receive payment for goodwill of the concern even in installment, provided that there
is no linkage between such payment and the participation in the earning of the firm.

th of sole proprietor, the firm name will be kept in abeyance by ICAl for one year so that
idow of deceased can sell goodwill of the firm to another eligible CA. Such Sale must be completed
hin 1 year from death of sole proprietor & after sales another CA (Purchaser) can use the firm
ame. In case of dispute as to legal heir of deceased proprietor, intimation of dispute to be received
by ICAI within one year of death of proprietor, on receipt of intimation within time, ICAl will keep
the name of firm in abeyance till one year from the settlement of dispute.
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Clause 3
CA in practice shall be deemed to be guilty of professional misconduct if he accep agree
accept any part of profits of professional work from a person, who is not a member of the itutg
However he can accept from:

¢ Member of such professional bodies or other persons having qualificatign v to in
Clause 2 of Part | of First Schedule.

This amendment has enabled members of the Institute to form multi-disg firmpand offer
multi-professional services in a competitive and commercial manner and th going in sync
with the concept of Limited Liability Partnership (LLP). L

Clause 4

e CA in practice shall be deemed to be guilty of professio ond if he enters into
partnership, in or outside India, with any other person exceft:
¢ CA In practice; or

¢ amember of any other professional body (as prescri ber of professional bodies
or institutions outside India whose qualification relatifgto accountancy are recognized by
the council); or

¢ The resident members of the institute resfling ar but entitled to be registered as a
member of institute u/s 4(1) (v); or

¢ Whose qualifications are recogniz Government/council for purpose of
permitting such partnership.
¢ However, partnership between member the instjlute and members of foreign professional
bodies are permissible provided members o odies are eligible for the membership of the
institute.
¢ Prescribed qualifications of a eligible pNfner #ho is not a member of ICAI [Regulation 53B]
¢ Company Secretary

Cost Accountant

Actuary

chitec

0

0

¢ Bachelorin En ring
¢ Bachelorin

0

Advocate

embers of the Institute to form multi-disciplinary firms and offer

This amendmen
multi-professignal a competitive and commercial manner and thereby also going in sync
with the con&pf Li Liability Partnership (LLP).

COUNCIL GUIDELINES FOR CONVERSION OF CA FIRMS INTO LLPS
idelines No.1-CA (7 2011 4th November, 2011

the Institu bject to the provisions of the Limited Liability Partnership (LLP) Act, 2008 and Rules &
Regulations framed there under:-

All existing CA firms who want to convert themselves into LLPs are required to follow the
provisions of Chapter-X of the Limited Liability Partnership Act, 2008 read with Second Schedule
to the said Act containing provisions of conversion from existing firms into LLP.

¢ Interms of Rule 18(2) (xvi) of LLP Rules- 2009, if the proposed name of LLP includes the words
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(B) Constitution of separateflPs

'Chartered Accountant' or chartered Accountants, as the case may be, as part of the proposed

nathe of the
Rule 18(2)

LLP itself and the Registrar, LLP may allow the same name, subject to com
(xvi) of LLP Rules as referred above.

For the purpose of registration of LLP with ICAI under regulatio
1988, the partners of the firm shall apply in ICAI Form No. '117'
with copy of name registration received from the Registrar of
concerned Regional office of the ICAIl. These Forms shall ¢
other particulars as called for together with the signatures of a
of the proposed LLP.

s Regulations,
orm No. '18' along
d submit the same with the
Is of the officers and
rtners or authorized partner

The names of the CA firms registered with the ICAl shall rved for the partners as one
of the options for LLP names subject to the provisions of INf Act,'Rules and Regulations

framed there under.

These guidelines of conversion of CA firms int
proprietary firm into LLP subject to the provisio
under. The conversion of proprietary fir

o be applicable to the conversion of
, Rules and Regulations framed there
ay of incorporation of new LLPs.

The registration number (with minimu
Registration Number (FRN) allotted to t
Code like 'W' for Western, 'E' for Eastern,
Region.

f LLP with ICAI, shall remain the same Firm
re the conversion by ICAIl with the Regional
Southern, 'N' for Northern and "C' for Central

Introduction of LLP, shall not affect th€xistirig regulations in force as regards the name allotment
to CA firms.

In terms of Rule
'Chartered Acco

proprigtary firm into LLP subject to the provisions of LLP Act, Rules and Regulations framed there
under. The conversion of proprietary firm shall be by way of incorporation of new LLPs.

registration number with minimum 6 number ‘of LLP with ICAIl, shall be like the Firm
Registration Number being allotted to the firms by ICAl with the Regional Code like 'W' for
Western, 'E' for Eastern, 'S' for Southern, 'N' for Northern and 'C' for Central Region.

The provisions of CA Act, 1949, Chartered Accountants Regulations, 1988 and Code of Ethics
issued by ICAI shall be applicable to all partners of the LLP jointly and severally.
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¢ Incase of any dispute in respect of these guidelines, the same shall be referred to the committee
of the Institute and the decision of that committee shall be final and binding on tj& membe
of the Institute.

Clause 5
CA in practice shall be deemed to be guilty of professional misconduct if he secures jonal
business:
¢ Through service of a person who is not an employee/partner of such CA or
¢ By means which are not open to a CA.
Thus a CA in practice must get professional work due to his own abili axge but not through
using an agent of unfair means.
Securing any professional business through certain categories of bers gs prescribed by the
institute is permitted such as CS, ICWA, Advocate, Actuary, and Arc . (Reter clause 2).
Clause 6
A CA in practice is deemed to be guilty of professional miscon licits client or professional

work, directly or indirectly by circular or advertisement or person mndUnication or Interview or any
other means.

However, he can apply/request/invites/secure prof
respond to tenders or inquiries issued by the variou
and secure professional work as a consequence g,

sfrom another CA in practice and
sers of prpfessional services or organizations

Council Guidelines w.r.t. Permitted and Prohibited forms of Solicitation

Advertisement & notes in press

CA in practice generally can’t advertise for sMrk. Personal canvassing or canvassing for
clients of previous employer through t of the employee are also not permitted.

Exception:

¢ Advertise for change in partnership/ad /telephone no. or dissolution of a firm provided —
there should be bare state of fact i.€. no extra publicity, & no of insertions in newspaper
should be limited & area istribution of newspaper/magazine should be limited.

¢ C(lassified advertiseme urnal/Newsletter) for sharing professional work/seeking
partnership/salaried loyment 6f accountancy nature, provided Only CA’s name, address,
telephone no., faXf—ma dress is given (not of firm).

Empanelment for allotment of Audit/Professional Work:

e CA can write to corNer organization for having their name on panel maintained by such

organizatio A%nows that such penal exists (Eg. Empanelment by RBI for Bank Audits).
e CAcanq ly if enquired by such organization.
¢ No roving en CA (For Eg. — enquiring the organizations whether they maintain penal

e C
) I‘ot aMd to respond for empanelment, requiring registration fee.
Scope of Representation u/s 140 (4) (iii) of Co Act, 2013:
If CAis noMppointed as an auditor of a company, or someone else is appointed in his place, then

representation to be made by him, should not be with a view to secure publicity or in a nature of
m & he can’t make derogatory remarks against the company.

Acceptance of original professional work by a member emanating from the client Introduced to
him by another member:

L4
ould not accept, However if any professional work of such client comes to him directly, it should
e his duty to ask the client that he should come through the other member dealing generally with
his original work.
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Advertisements under Box numbers: Not permitted.

Publication of the name of firm in the telephone or other directory:

Yes, permit subject to following conditions: V
¢ Entry in separate section of CA.
¢ Entry in normal types of letters (Not bold/Italic).
¢ |t should appear in local directory of the city in which concerned CA/Firm p\gctic
¢ Entry should be logical (alphabetical) order.
¢ Payment for entry should be reasonable.
¢ Entries should be open to all CA’s.
Note:

¢ No impression of publicity or advertisement.
¢ No special request or additional payment by C.A. is aIIcN

Issuing Hand Bills:

CA in practice can distribute hand bills containing thg# name,to lients only. e.g. budget highlight
etc, not to any other person. A

Publication of Books or Articles:

academic details, but can’t mention his fir

CA in practice can write books etc. & gicﬁ pM& mention his name & his personal/
name.L

Issue of greeting cards or invitations:

CA in practice can indicate designation (chMcountant) name of firm & add on greeting

cards, invitation for marriage, religio onjes, opening/inauguration of office etc to clients,
relatives & close friends only {not to an er person).

Public Interview:

CA in practice can deliver public interviews provided it doesn’t result in publicity.

Soliciting professional work by making roving inquiries:

It is not permissible for \mber dress letters or circulars to persons who are likely to require
services of a Charterec&mtant.

Seeking work from professional colleagues:

Theissue of an advertNe t gf*a circular by a Chartered Accountant, seeking work from professional
colleagues on any basis\vha®oever except as provided above would be in violation of this Clause.

Specific provisions for CA Website:

CAin prac ?website in any format, any color as per taste of CA & can mention website
jondl stationery & website should be run on pull mode (i.e. should be accessible
ho wants to access it) not on push mode.

may be provided in Website:
e of member/firm, member/firm address/telephone no./fax/email id.

0 ner’s name, their qualification, year of qualification,home address, telephone no, email id.

<

Employee’s name and their qualifications.
Job vacancies including articleship.
Passport size photograph of members.
Reference about ICAl/govt. related website.
Date upto which website is updated.

S TSSO

Common logo prescribed by ICAL.
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¢ Chatroom between client & C.A. oramong CA’s. However confidentiality should be maintained.
¢ Bulletin board.

¢ Following info to be provided in Website on pull request:
¢ Nature of service rendered.
¢ Nature of assignment handled.
0 Area of expertise of partners/employee.
¢ No. of articled clerks.
¢ Year of establishment.
¢ Following info cannot be provided on Website:
¢ Logo (other than that prescribed by ICAl).
¢ No photograph (other than passport size photo of member).
0 No reference/link to any other website (other than ated).
¢ No advertisement.
¢ Name of clients & fee charged.
Note: Disclosure of names of clients and/or fees chajgged, oh t ebsite is permissible only where
it is required by a regulator, whether or not constit undeyfa statute, in India or outside India,
provided that such disclosure is only to the ex ent of the regulator.
Where such disclosure of names of clients andfor fe edis made on the website, the member/
firm shall ensure that it is mentioned on the lics], below such disclosure itself, that this
disclosure is in terms of the requirement of [ n e regulator] having jurisdiction in [name of
the country/area where such regulato wrisdiction] vide [Rule/Directive etc, under which the
disclosure is required by the Regulator].
Other issue related to Website:
¢ Address of website should Jfe in the namé of CA /CA firm or nearest to & should not be such as
results in soliciting the clj
¢ Listing of CA’s websitegpntearch e is allowed, but it should be on criteria such as chartered
accountant, Indian any relafed field.
¢ Intimation to ICA rmation about website is to be provided by CA to ICAI while
submitting annual ersh#p fee and form. (Earlier it was required to intimate within 30 days
of setting the websit
e A CA can, fe ssional advice through other website (e.g. professional advice on
timesofiniig. gyided only CA’s name with designation “Chartered Accountant’ is given.
(i.e. contact a irm name & professional achievement of CA is not allowed).
Other:
) prac n’t use word like Income tax, cost or management consultant etc.
) otograph not allowed on visiting cards.
e CAca ond to the tender, and also pay the earnest money deposit as per the terms of tender.
Clause 7
tice is deemed to be guilty of professional misconduct if he advertises his professional
ainnfents or services, or use any designation/expression other that chartered accountant on
ViNgng cards, Letter heads, or Sign boards but he can write down any degree of university established
aw in India or recognized by CG or a title indicating membership of ICAI/ any other institution
Fcognized by CG/Council. (CFA, CMA, CS, CWA, LLB etc).
Points to Remember
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Designation:

¢ A CAin practice cannot use word like Income-tax Consultant or a Cost Consultant or
Consultant.

* He can use the designation "Chartered Accountant” only on professional ents, viting
cards, letter heads or sign boards.

y 3

Advertisement in Press:

CA in practice may advertisement in following circumstances: Y
¢ For recruiting staff/article clerk in the members' own office.

¢ On behalf of clients requiring staff or wishing to acquire or dispose 0 B Sss or property.

¢ For the sale of a business or property by a member acting i
liquidator or receiver.

essional capacity as trustee,

Condition:

¢ That the advertisement is not displayed more prominent i al for such advertisements
or the member or that of his firm with the designation Ch red Accountant(s) appears in type
not bolder than the substance of the advertiseme

¢ The advertisements should not contain any p

suggestion that the services offered by the r
accountants.

Press note on success of a candidate in exams:

Allowed but it should not contain any eleMdesirable publicity either in relation to the
articled | audit clerk or an employee member or the firm with whom he has served. The
candidate's name and address, school ackground, examinations passed with details of
any prize or place gained, the name of th&principal, firm and town in which the principal practices
may be published. ) S

Appearance on TV/Films/Radio/Press/Seminars:

¢ He may appear, but des ib(ws “Chartered Accountant”.
¢ Special qualification specializgl knowledge directly relevant to the subject matter of the

programme may al

¢ But no reference s be m¥de, to the name and address or services of his firm.

¢ He should not say arNthig to promote him/his firm. Whatever he say, must be professional &

objective.

e ltis also uty concerned to ensure that even host should not refer to any such thing.

Training Courses and Seminar:

ACA irWe holding training courses, seminars etc. for his staff may also invite the staff of
oth rofe accountants and clients to attend the same. However, undue prominence should
‘Ee u

no o the name of the CA in any booklet or document issued in connection herewith.

Use of Sign Board:

e Cannot use glow sign board or large sized sign boards.

anuse sign board at his residence and have a name and designation as “Chartered Accountant”,
cannot use firm name.

Photograph & brief particulars of CA in Magazine:

"It’is allowed, but no payment is made for such publication and there is no advertisement of
professional attainments.

Photograph on their visiting cards: Not allowed.
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Quick Response code on their visiting cards:

It is Allowed, provided that code does not contain information that is not otherwise issible
be printed on visiting card.

Publicity for Appointment of Position of Local/National Importance:

of members on matters of similar importance. They may mention their mem ith ICAl, but

Publicity is permitted for appointments to positions of local or national importance iews
ship
reference to his firm name is not allowed.

o

Date of Establishment of Firm:

Not allowed on letter head etc. However in the Website, the year of ew can be given on

the specific "pull" request. P

If CA is Member of Parliament or any Other Elected Authority:

Not allowed to use the designation such as 'member of ParliameWCouncil or any other
functionary in addition to that of Chartered Accountant. -

If Member of ICAI Advocate also:

Members of the Institute in practice who are otherwise eligibloNhay F’ractice as advocates subject
to the permission of the Bar Council but in such cas ot use designation chartered
cate. Inrespect of other matters

'chartered accountant' and 'advocate' simultana‘&sly.

Writing Articles:

L4
Members writing articles or letters to the prefg on subjeds connected with the profession may give
their names and use the description 'Chartere o nt'.

GUIDELINES FOR ADVERTISEMENT FOR THE MEMBERS IN PRACTICE

ite Jp setting out their' particulars or of their firms
following Guidelines and must be presented in such

1. The Members may advertise through
and services provided by them subject to t
a manner as to maintain the pr ion's goo

interest.
The Member(s)/Firm(s) sh that the contents of the Write up are true to the best of
their knowledge and beli nformity with these Guidelines and be aware that the ICAI
does not own any resp whatsoever for such contents or claims by the Writer Member(s) /
Firm(s)
2. Definitions: "Write u the writing of particulars according to the information given in the
Guidelines setti icerendered by the Members or firms and any writing or display of the
particulars of in Practice or of firm(s) issued, circulated or published by way of print
or electronic, wise included in newspapers, journals, magazines and websites (in Push
as well in Pull modWi cordance with the Guidelines.
3. The clude only the following information:
(A)F

. ered Accountant

e Mem Ip No. with Institute

of becoming ACA

ate of becoming FCA
Date from which COP held

Recognized qualifications

¢ Languages known
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O e 2
O e
O e

(B) For Firms :

the firm,Place and Date.
4. Other Conditions

Telephone/Mobile/Fax No.

Professional Address

Web

E-mail

CA Logo

Passport size photograph

Details of Employees (Nos. - )
¢ Chartered Accountants
¢ Other Professionals
¢ Articles/Audit Assistant
¢ Other Employees

Names of the employees and their particulars on the lines al for a member as stated
above.

Services provided

Name of the Firm Chartered Accountan
Firm Registration No. with Institute

Year of establishment.

Professional Address(s)
Working Hours

Tel. No(s)/Mobile No./Fax No(s)
Web address

E-mail

No. of partners

Name of the pro
stated above in

CA Logo
Details of

artners and their particulars on the lines allowed for a member as

Servj rovided:

write-up may have the Signature, Name of the Member/ Name of the Partner signing on behalf

The write-up should not be false or misleading and bring the profession into disrepute.
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¢ The write-up should not claim superiority over any other Member(s)/Firm(s).

¢ The write-up should not be indecent, sensational or otherwise of such nature whj ay like
to bring the profession into disrepute.

¢ The write-up should not contain testimonials or endorsements concerning M s).

¢ The write-up should not contain any other representation(s) that may like
misunderstand and/or to be deceived.

. ca a pefson to

¢ The write-up should not violate the provisions of the 'Act', Rules ma ndér and 'The

Chartered Accountants Regulations, 1988
¢ The write-up should not include the names of the clients (both past an
¢ The write-up should not be of font size exceeding 14.

¢ The write-up should not contain any information other than sta Para 3 herein above.

¢ The write-up should not contain any information about achieveme
position held.

GUIDELINES FOR MEMBERS HOLDING CERTIFICATE OF PRACTICE ON ACCEPTANCE OF
DIRECTORSHIPS IN COMPANIES

L4
¢ The prospectus or public announcements issuedjpy the panies often publish descriptions
about the Chartered Accountant's expertise, spe®@lization ghd knowledge in any particular field
or add appellation or adjectives to their na

s / award or any other

¢ It is necessary that the members should tfke ne
public announcements or public commu
and also that such prospectus or public
directly or indirectly amount to solitg

y steps to ensure that such prospectus or
ations dgphot advertise his professional attainments
ements or public communications do not
ion of clients for professional work by the member.

public communication meyiioning the name of the member concerned, is issued, the material
pertaining to the mem ned should, as far as practicable be got approved by him.

jectives are not published with his name. Particulars about
ber in other companies can, however, be given, but the name
of the Firm of Charteyed Afcountants in which the member is a partner, should not be given.

GUIDELINES FOR USE OF EXPRESSIONS SUCH AS 'ASSOCIATES OF 'CORRESPONDENTS OF... ETC.
ON LETTER HEADS, VISITING CARDS ETC OF FIRMS OF CA

The use of expres s/{ords 'in Association with .... 'Associates of 'Correspondents of.....etc., on
i eads, visiting cards and professional documents etc. of firms of CAs is not
the provisions of clause (7) of Part | of the First Schedule to the CAs Act, 1949

The Coun s not barred entering into such association and the restriction given under the above
clause is to bar an advertisement appearing derived from such associations

Important Case Decision

e- ZI'.: Whether the office of a CA is permitted to go in for ISO 9001:2000 certification or other
si r certification?

t: Yes. There is no bar for a member to go in for ISO 9001:2000 certification or other similar
ertifications. However, the member cannot use the expression like "ISO Certified" on his
professional documents, visiting cards, letterheads or sign boards etc."
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Case -2: Publishing a book by a firm contaning its history for the purpose of distributing to clients,

Case-3: Central Council Member, Regional Council Member and Member of Mana
Branches may print either their residential address, or office address includig Tel.
mentioning the firm's name on the back of the visiting cards.

X No? without

Case - 4: Member who is in practice cannot use the designation of "Distri er” in his rotary
visiting cards along with the word "Chartered Accountant". L

Clause 8
A CAin practice is deemed to be guilty of professional miscondug Qaccept a position as auditor,

previously held by another CA or restricted state auditor withé%
writing.

Professional reasons for not accepting an audit:

CA in practice should not accept audit in following cases :

¢ There is Non compliance of provisions of Sectio , 140 42 read with section 141 of Co.

Act, 2013 (Appointment/reappointment/remo

¢ Nonpayment of undisputed audit fee (except sk unit) (if grovision of audit fees has been made
and B/S & P&L A/cs signed by both auditq, h it is called “undisputed audit fees”).

ing of fees, it is necessary to consider the
circumstances to be considered include the quantum

auditor used to spend a |
factis that the previous
problem as he was st in another town, however, the newly appointed auditor used to

ould constitute undercutting; the quantum of work, incidental
and out of pockgf expe d other terms of appointment should be considered. Therefore,
in the given circ nces,Jhewly appointed auditor cannot be held guilty of misconduct for
accepting audit as¥gn at lower fees.

in fees charged by

Responsibility of incoming auditor when prospective clients want to appoint you as auditor in
place of old one

I 4
e Ask client ethyprevious auditor has been informed, if yes communicate himself with

ation should be through R.P.A.D (Registered post acknowledgement due) or by hand
acknowledgement in writing.

¢ Incoming auditor must retain positive evidence that letter has in fact reached the previous auditor.
ming auditor may act if outgoing auditor does not reply within a reasonable time.

Compulsory communication for all audits (Statutory audit, cost audit, tax audit, concurrent
audit, internal audit, govt. audit etc).

It is healthy practice to communicate (discretionary) for certification work, audit for special
purpose like u/s 142 (2A) of IT. Act, Appointment as liquidator trustee etc or any other
professional assignment for which previous professional wasn’t CA.
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¢ In case of tight time schedule, he can start audit on the basis of conditional acceptance (i.e. his
acceptance is subject to professional objection from outgoing auditor).
¢ Previous auditor means auditor of latest previous year in which audit was conducted.
Clause 9
of such appointment have been duly complied with.
Mere getting compliance certificate from the management is not suffig
relevant records to ascertain, whether the company has complied with
Case Study-1: Mrs. X is a Director of XYZ Pvt. Ltd. During the year
CA Mr. Y, Mrs. X's spouse, as its statutory auditor. Mr. Y used to
comments or disclosures, thereupon.
Hint: As per Section 141(3)(f) of the Co. Act, 2013, a person s
an auditor of a company whose relative is a director or is in th
director or key managerial personnel. The definition o
Clause (9) of Part | of the First Schedule to the CA fct, 19
shall be deemed to be guilty of professional miscon
a company without first ascertaining from it wh
read with Section 141 of the Companies Act,
complied with.
In this case Mrs. X is a Director of XYZ Pvt. L company has appointed Mr. Y, Chartered
Accountant Mrs. X's spouse, as its statgtory auditor. Mr. Y should not accept the appointment as
statutory auditor of the company, where 5. X is a director. This is contravention of section
141 of the Companies Act, 2013.
Therefore, in the given case Mrgjs liable folfnisconduct under the said clause since he accepted
the appointment without first gerifying the compliance of statutory requirements.
Clause 10
CA in practice is deemed Be guilthrofessional misconduct, if he charges or offer to charges
fees, which are based o ofit or contingent upon the findings, or results of such employment
Clause 11
tice is deemed to be guilty of professional misconduct if he engages himself in any business/
cupation other than profession of CA unless permitted by council so to engage. However, he may
/ be e a director (Except MD/WTD) of a company provided he/his partner are not auditor of such Co.
Whether the auditor of a Subsidiary Company can be a Director of its Holding Company:
o as per clarification given by Committee on Ethical Standards (CES), asit will affecttheindependence
of an auditor.
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Regulation 190A-Permission granted generally:

No specific permission is required in following cases:
¢ Employment under practicing CA/CA firm

¢ Private tutorship

¢ Authorship of books/Articles

¢ Holdinglife Insurance agency license (onlyfor thelimited purpose of getting rdgewal§fmmission).
¢ Attending classes and appearing for any examination.

¢ Holding public elective office (M.P., M.L.A)

¢ Honorary office of charitable —educational institute

¢ Acting as Notary public, Justice of peace, Special Executive e
¢ Part time tutorship under coaching organization of institute

¢ Valuation of paper, paper setter, head- examiner or mo ny exam
e Editorship of professional journal only

¢ Acting as Surveyor/loss Assessor under insurang€ act
activigy.

e Owing agricultural land and carrying out agricutural

Regulation 190A-Specific permission required:

specific permission is required in following gfises:

¢ Full time/ part time employment in bufiness concrns, provided he/ his relative is not having
substantial interest in such concerns

N BUSINESS concerns
ses &ther that those relating to ICAIl

¢ Full time/part time employment i
¢ Full time/ part time lectureship for ¢
cational institute other that coaching organization of ICAI

¢ Full time/ part time Tutorshigunder any

Interest in family busineggconcern in which interest is due to relationship/inheritance provided

L4
in any other business or occupation, in terms of general or specific permission
entitled to perform any attest function except in the following cases:

) ng ¥e Insurance agency license {(only for limited purpose of getting renewal commission)
¢ Hol ublic elective office (M.P., M.L.A)

Honorary office of charitable —educational institute

ary public, Justice of peace, Special Executive Magistrate & like

Part time tutorship under coaching organization of institute

Recovery consultant in the banking sector

Engagement as lecturer in an University, affiliated college, educational institute, coaching
organization, private tutorship, provided the direct teaching hours developed to such activities
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taken together do not exceed 25 hours a week
¢ Valuation of paper, paper setter, head- examiner or moderator for any exam
¢ Editorship of professional journal (not in employment)
¢ Insurance brokerage

¢ Acting as Surveyor/loss Assessor under insurance act

¢ Any coaching assighment organized by the institute, it regional councils and brajgche 3t regional

councils

¢ Engagement in any other business or occupation permitted by t e committee from

time to time

¢ A member who is not entitled to perform attest function sh
clerk.Portfolio Management Services:

¢ Aclause of aforesaid resolution allows CAs in practice to actN advisor or consultant to an issue
illing of documents with SEBI,

of broking , underwriting and portfolio man#eame

Whether a Member in Practice can be a Director:

A member in practice can be a Director Simp\jtor, Proaoter/Promoter Director, Subscriber to the

MOA and AOA of any company including a Bo agement Company. Thus, members are not
ases, irrespective of whether he and/or his relatives
oted that a member in practice can be Promoter/
A of a company irrespective of whether the objects of
cope of the profession of Chartered Accountancy.

required to obtain specific permission i
hold substantial interest in that Company.
Promoter Director/Subscriber to MOA and
the company include area which within th

A Director Simplicitor means rdinary or simple director who fulfils the following conditions:
¢ Heis required to atten
¢ Not entitled to any r, cept the sitting fees; and

¢ Devote his time f e co only to attend Board meetings and not for any other purposes.

Clause 12

l:;’guilty of professional misconduct if he allows a person, not being a
ractice or a member not being his partner, to sign on his/his firm ‘s
or Financial statements. Hence Only CA or his partner can sign BS, P&L,

Part Il of First Schedule (Applicable for CA in service)

Clause 1

-~

CA in service'ls deemed to be guilty of professional misconduct, if he pays or allow or agrees to pay
irectly/indirectly to any person, any share in emoluments of employment undertaken by him.

, this clause dose not restricts such sharing or commitments among relatives, dependents,
nds etc., if there is no relationship in procuring or retaining the job and payment is not a
Ideration for job procurement or retainership. The clear verdict of this clause is that job must

procured and retained with own professional capabilities and not by any financial deal impairing
rofessional dignity.
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Clause 2

CA in service is deemed to be guilty of professional misconduct, if he accepts or agre accept Aoy
part of fee, profit or gains from a lawyer/CA/broker engaged by such employer or agen topfler
of such employer by way of commission or gratification.

The objective is that when a member is in employment, he must maintain high \@r cs and
should not accept any other amount from anyone for which he is not entitleMrom &nployer under
contractual agreement of service.

Note: Amember in the foregoing. circumstances would be guilty of miscon dless of the fact
that he was in whole-time or part-time employment or that he was i
(COP) along with his employment.

Part Il of First Schedule (Applicable for CA in general)

Clause 1

A member of the institute, whether in practice or not, shall be deemee guilty of professional
misconduct, if he not being FCA but acts himself as FCA. [A ipn 24]

Clause 2

A member of the institute, whether in practice or n
misconduct, if he does not supply information call
asked for, by the institute, council or any of its comM@ittees, Di
disciplinary committee, quality review board wbe

med to be guilty of professional
not comply with the requirements
ctor (Discipline), Board of Discipline,
authority.

Clause 3

A member of the institute, whether in pracce or not,fhall be deemed to be guilty of professional
misconduct, if he while inviting professional another CA or while responding to tenders

or inquiries, or while advertising thro write-up, or anything as provided in clause 6 & 7of Part
-1 of the first schedule, give informatioNk it to be false.

Part IV of First Schedule (Applicable for CA in general)

Clause 1

A member of the institute,
misconduct, if he is held
imprisonment for a te
Second Schedule). ,

er in practice or not, shall be deemed to be guilty of professional
ivil or criminal court for an offence which is punishable with
s (if > 6 months, then it is covered in Clause 1 of part Ill of

Clause 2

A member of the insti
misconduct, if, i
as aresult o]his a

Nther in practice or not, shall be deemed to be guilty of professional
pifiion of the council, brings dis-repute to the profession or the institute
ion whether or not related to his professional work.

Example of Other Misconduct:

tion of b&oks of accounts and documents of the Client and failure to return these to the
equgbt without a reasonable cause.

CA uses the services of his article or audit clerk for purposes other than professional practice.
replyfhg within a reasonable time and without a good cause to the letter of the public authorities.
e Whe

CA had adopted coercive methods on a bank for having a loan sanctioned to him.
Where, a CA as a member of council, misappropriate of ICAlI's money.

ere, a CA makes a material mis-respresentation.

Where, a CA dishonor of cheque issued by CA.

Use of services of articled or audit clerk for purposes other than professional practice.

Where certain assessment records of income tax department belonging to the client of CA were
found in the almirah of the bed-room of the chartered accountant.
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¢ Forging the will of a relative, even though the forgery may not have been done in the course of
his professional duty. \ |
Some Important Case Decisions:
¢ ACA authorized a book titled “Tax Planning for Secret Income (Black Money)”. nd
him guilty of “Other Misconduct” and removed his name from the Register of 6
months initially. But, the High Court removed his name for a period of r the' totally
unacceptable misconduct.
¢ Submission of Bogus Bills/Receipts for halting allowance expenses for ank branches
amount to “Other Misconduct”. The CA’s name was removed fro Ster of Member for
a period of 15 days.
¢ Issuing vogue certificate to facilitate the client to obtain @ loans jamount to “Other
Misconduct” u/s 21 & 22.
No. Question Bank Exam | Marks | Clause
Do you approve of the following? If not, why?
Mr. Qureshi, Chartered Accountant, in practice died in a r is
widow proposes to sell the practice of her husband to Mr. iMuartered
Accountant, for Rs 5 lakhs. The price also includes right to hame- Clause 2
1 Qureshi & Associates. Can widow of Qureshi sell th can Mr.| NO4 4 of Part |
Pardeshi continue to practice in that name as a pro PM of First
Hint: Schedule
In the given case and on the facts, the Widow of R who has sold
the practice for Rs 5 lakhs is nothing but sale of good s the act of Mrs.
Qureshi is permissible.
Give your comments with reference to the ChaNgfred Accountants Act, 1949
and Schedules thereto.
“K, a practicing Chartered Accountanyfgave 50% of £he audit fees received by Clause 2
) him to L, who was not a Chartere ountant, under the nomenclature of | M12 4 of Part |
office allowance and such an arr. inued for a number of years” | PM of First
Hint: Schedule
The CA had shared his profits‘an refore, Mr. K was guilty of professional
misconduct under the Clau of Par First Schedule.
the Chartered Accountants. Act, 1949
in practice as a proprietor died in a road
ctice of her husband to another Chartered Clause 2
lakhs. The price also included right to use the | NO2
3 N12 4 of Pa_\rt I
of First
PM Schedule
case, when the widow of Mr. Q sells the practice to another
i g but goodwill sold to another member. The sale of
to use the name is also allowed in terms of the decision
of the council. Thus the act of the widow of Mr. Q is permissible.
agsed his CA examination of ICAl on 18th July, 2013 and started
m August 15, 2013. On 16th August 2013, one female candidate Clause 2
proadged him for articleship. In addition to monthly stipend, Mr. X also offered N13 of Part |
her 1% ppofits of his CA firm. She agreed to take both 1% profits of the CA firm PM 4 of First
and stiPend as per the rate prescribed by the ICAI The Institute of Chartered Schedule
ccoghtants of India sent a letter to Mr. X objecting the payment of 1% profits.
replies to the ICAl stating that he is paying 1% profits of his firm over
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and above the stipend to help the articled clerk as the financial position of the
articled clerk is very weak. Is Mr. X Liable to professional misconduct?”

Hint:

n view of the provision contained in Clause (2) of Part-1 of First Schedule of

the CAs act 1949, the objections of the ICAl are correct and reply of Mr. X,

stating that he is paying 1 % profits of his firm over and above the stipend
to help the articled clerk as the position of the articled clerk is weak is not &

tenable. Hence, Mr. X is liable to professional misconduct in terms of Clause
(2) of Part-1 of First Schedule of the CAs act 1949.

Comment on the following with reference to the Chartered Accountants N
1949, and Schedules thereto:

various cases in the court of law. Cg!‘aasaigze)
Consequently, they started sharing some part in the profitfof the (3) of
> | work Part | of
Hint: According to these Clause a practicing me the First
share fees or profits arising out of his profe Schedule
members of other professional bodies or with guch otheMfpersons having
such qualifications as prescribed by the Counci ulation 53-A of
the Chartered Accountants Regulations, 1988. Unde said regulation, the
member of "Bar Council of India" is include
Therefore, Mr. Preet, an advocate, a member oN\gir Cofincil, is allowed to share
part of profits of his professional work with Ms} eti. Hence, Ms. Preeti, a
practicing Chartered Accountant, wi be held gliilty under any of the above
mentioned clauses for paying and ting part of profits from Mr. Preet.
Discuss whether the followi %ction Chartered Accountant would Clause 4
6 amount to misconduct or no NOO 4 of Part |
“A Chartered Accountant gracti in India enters into partnership with: PM of First
(a) A Certified Public Acco nt in York. Schedule
(b) A Chartered Accountant\fro e Institute of Chartered Accountants in
England and Wales j dfqn each case, the members concerned take
F untry. Will it make any difference, if an Indian
cing outside India and becomes a partner with
A in New York: Clause (4) of part | to the first schedule to the CAs Act, 1949
in practice shall be guilty of professional misconduct in case a member of our
Insti into partnership with any person other than a CA in practice. However, he may inter
into partnership with
¢ a member of any other professional body (as prescribed) or member of professional bodies
Ans: r jnstitutions outside India whose qualification relating to accountancy are recognized by the

uncil); or

The resident members of the institute residing abroad but entitled to be registered as a member
of institute u/s 4(1) (v); or

0 Whose qualifications are recognized by Central Government/council for purpose of permitting
such partnership?
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Thus CA would be guilty of professional misconduct since certified public accountants (CPA) is not
recognized by the council/CG for entering in to partnership.
e Partnership with a Chartered Accountant from ICAEW: As stated above, it isimportant that pa
with a member of the foreign professional body is permissible provided inter ali
elegible for the membership of the institute. Earlier, the council had passed a resoluti
from ICAEW to become members of the institute as also fulfilment of certain ¢
persons not permanently residing in India. However the council of the Institute atN\{s m
December, 1995 decided to withdraw the resolution w.e.f. 8th December, 19
qualified from any of the four institutes in the U.K. including England a

e Chartered Accountant practicing outside India: A member of ICAfis goVerned by the Code of Ethics
whether practicing in India or outside India. Accordin jon of professional misconduct
would arise if and Indian CA practicing outside India begomes tn€r with aforesaid accountants and
enters into partnership in that country with a member@f the instiffite of that country. There would be
professional misconduct within the provisions of IgAl s the applicability of such provisions
extend to member practicing outside India. ﬁ

Give your comments with reference to the Chartdged Accoulants Act, and

schedules thereto:

“An advertisement was Published in a News g the Photograph

of Mr. X,-A member of the institute wherei ngratulated on the Clause 6

7 occasion of the opening ceremony of his office. NO09 4 of Part |

Hint: PM of First

The act of Mr. X will be considegfd™to solicitifg professional work by Schedule

advertisement directly or indirect erefore Mr. X would be held guilty

under Clause 6 of Part-1 of the le,to the Chartered Accountants

Act, 1949.

Give your comments with rgferen®gto the Chartered Accountants Act, and

schedules thereto:

“Mr. X, a Chartered Accountaft e proprietor of X & Co., wrote several

letter to the Assistant i Coperative Societies stating that though his

firm was on the pan no audit work was allotted to the firm and Clause 6

8 | further requested i NO3 4 of Part |

Hint: PM of First

Schedule

The writing o

work is qui

matter wilfbe ta

profession

Give your comm%with reference to Chartered Accountants Act, 1949 and

schagliles thereto:

“PQ) fciates, Chartered Accountants have their website and on the Clause 6
d of'the firm it is mentioned that "Visit our website: PQR. com". In| N10 of Part |
gt the nature of assignments handled, names of prominent clients | pMm 4 of First

harged is also displayed.” Schedule
rding to the guidelines the details in the website should be so designed
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that it does not amount to soliciting client or professional work. Itis permitted
to mention the website address on letterhead but soliciting people to visit
website is not permitted. Further the nature of assignments is permitted
for display only on specific 'Pull" request. And the name of clients, the fees
charged is not permitted at all. Therefore, PQR & Associates will be held guilty
of Professional Misconduct under Clause (6) of Part | of First Schedule to the
Chartered Accountants Act, 1949. &
Give your comments with reference to the Chartered Accountants Act, 1949
and Schedules thereto:
“A letter is sent by a Chartered Accountant in practice to the Ministry of Fina
inquiring whether a panel of auditors is being maintained by the Ministry
so to include his name in the panel (CV enclosed).”
Hint:
Clause 6
In case of making an application for the empanelment for the allotment M11 of Part |
10 | qudit and other professional work, the Council has opined tha 4 of First
existence of such a panel is within the knowledge of the membe e Schedule
to write to the concerned organization with a request to
the panel. However, it would not be proper for the me
inquiries by applying to any such organization for havi cluded
in any such panel. Therefore, the member is guilty of mi terms of
the above provision as he has solicited professio e Finance
Ministry, by inquiring about the maintenance of
Give your comments with reference to the Char tants Act, 1949
and Schedules thereto.
“M, a practicing Chartered Accountant o
Chartered Accountants, claiming himself t0
Central Government Ministries and its allied DMpartments for getting various
Government clearances for which hghad claime
. . L . . . Clause 6
given a list of his existing clients angf details of his'staff etc.”
11 | Hint: Mi2 |, | ofPartl
. . PM of First
As per Central Council Guidel
. . Schedule
practice, write up of the me
Member(s)/Firm(s) and sh
present case, the act of M
professional practice with a\i
professional work. H
Clause 6 of part | of le of the CAs, Act. 1949.
As a practicing Charte Afcountant do you approve the following? If not,
why?
A partner fir tered Accountants during a T.V. interview handed over
a bio dafp of hislirm to the chairperson. Such bio data detailed the standing
of the in ondA firm with which the firm was associated. It also detailed Clause 6
the achievem he concerned partner and his recognition as an expert in NO1 of Part |
12 | the field of taxation in the country. The chairperson read out the said bio data 4 .
. . PM of First
Schedule
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Discuss the following with reference to the Chartered Accountants. Act, 1949
and schedules thereto:
13 “M/s XYZ, a firm in practice, develops a website "xyz.com". The colour chosen | N02
for the website was a very bright green and the website wasto runona"push" | PM
technology where the names of the partners of the firm and the major clients
were to be displayed on the website.”
The council of the ICAI had approved posting of particulars on website by chartered practice
under clause (6) of Part | of first schedule to the CAs Act, 1949 Subject to the p ibeN guiflelines. The
relevant guidelines in the content of the website hosted by Mls XYZ are:-
¢ No restriction on the colors’ used in the website.
Ans | e The website are run on a "pull" technology and not a "push" techno
¢ Names of clients and fees charged not to be given in the website.
In view of above, Mls XYZ would have no restriction on the colors used in the Vibsite but failed to satisfy
the other two guidelines. Thus a firm would be liable for professi ; uct since it would amount
to soliciting work by advertisement
Can a Practicing Chartered Accountant be held guilty, al
Misconduct under the following circumstances? Give your fiews edsons
in brief:
Mr. Z, a Chartered Accountant wrote several | rnment
Department, pointing out seniority of his firm, seffding hig lite sketch and Clause 6
14 | stating that he had a glorious record of service t as well as to | NO3 4 of Part |
the organization of accountancy profession with a e audit work. PM of First
Hint: Schedule
Since these letters were clearly in natur tising professional
attainments, Mr. Z was guilty of professional miég®bndu€t- under clause (6) of
Part | of first Schedule.
Comment on the following with refegence to the Chartered Accountants Act,
1949 and Schedules thereto:
“M/s XYZ, a firm of Chartered Agc ted a website "www.xyzindia. Clause 6
15 com". The Website besides coya of the firm and bio data of the | M05 5 of Part |
partners also contains the p of all the partners of the firm.” PM of First
Hint: In the present case, es of website, seem to have been Schedule
complied and there appears violation of the CAs Act, 1949 and its
Regulations.
Comment on the fojowi i ference to the Chartered Accountants Act,
1949, Code of Ethi€s es to the Act:
XYZ & Associajes, a ith 5 partners developed a website www.
Xyzassociates The we)site also contained a link to "All India Chartered
Accountan soc gl 2 Voluntary association where X, a partner of the Clause 6
16 | firmis curfentl Vice-President. MO6 4 of Part |
Hint: PM of First
Schedule
In this case, M YZ Associates provided a link to "All India Chartered
Acgguntants Association" which is not permitted. Hence the firm would be
e nduct under Clause (6) of Part | of the First Schedule to the
d AcCountants Act, 1949.
Commenyon the following with reference to the Chartered Accountants Act, Clause 6
1 de of Ethics and Schedules to the Act: M06 5 of Part |
N, a firm of Chartered Accountants responded to a tender from a| PM of First
e Government for computerization of land revenue records. For this Schedule
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purpose, the firm also paid Rs. 50,000 as earnest deposit as part of the terms
of the tender.
Hint:
In the present case, since computerization of land revenue records does not
fall within exclusive areas for Chartered Accountants, M/s LMN can respond
to tender as well as deposit Rs 50,000 as earnest deposit and shall not have
committed any professional misconduct.
Comment on the following with reference to the Chartered Accountants Act,
1949 and Schedules thereto:
“Mr. S, a Chartered Accountant published a book and gave his personal detdils- Clause 6
as the author. These details also mentioned his professional experience ks | NOS of Part |
18 present association as partner with M/s RST, a firm.” > of First
Hint: Schedule
Mr. S. has committed the professional misconduct by mentioging that at
present he is a partner in M/s RST, a CA firms. C&
Mr. Honest, a Chartered Accountant in practice, wrote t letterQto M/s
XY Chartered Accountants a firm of CAs; requesting the hinySome
professional work. As he did not have a significant practice o wrote
a letter to M/s ABC, a firm of Chartered Accountants for @ecuring pgbfessional
work. Mr. Clever, an another CA, informed ICAl regardi . pproach to Clause 6
19 | secure the professional work. Is Mr. Honest wrong i icitingorofessional work? | N13 of Part |
Hint: PM of First
Schedule
In the given case, Mr. Honest wrote letters other Chartered
Accountants, M/s XY and M/s ABC requesti m to allot some professional
work to him, which is not prohibited unde as explained above.
Thus, Mr. Honest is not wrong in soliciting proi®sional work.
Comment on the following with ref ce to thehartered Accountants Act,
1949 and schedules thereto:
A chartered accountant in pr ated his own website in attractive Clause 6
20 :E:?uathagfj cc_)llours and circulgteM the i ation contained in the website MO7 of Part |
. gh E-matl. PM of First
Hint: Schedule
He is guilty of misconduct laude 6 of Part | of the First Schedule
to the CAs Act.
Comment on the reference to the Chartered Accountants Act,
1949, and Sche
j en ‘1ssued for a resolution at 3rd annual general
oviding expressly that CA. Smart shall not be re- Case Clause 6
1 f the company. Consequently, CA. Smart submitted Study of Part |
writing to the company as provided under section 140(4) PM of First
paniks Act 2013. In the representation, CA. Smart incorporated Schedule

rtered accountant in practice and responding to tenders.

directly or indirectly by circular, advertisement, personal communication or interview or by any
means except applying or requesting for or inviting or securing professional work from another
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Further, section 140(4)(iii) of the Companies Act, 2013, provides a right, to the retiring auditor, to make

through the term of his office and may, in addition, indicate, if he so chooses, his willingn
auditor, if re- appointed by the shareholders.
Thus, theincorporation as anindependent professional, made by CA. Smart, while su i resentation
under section 140(4)(iii) of the Companies Act, 2013 and indication of willingness an auditor
if reappointed by shareholders, does not leads to solicitation.

Therefore, CA. Smart will not be held guilty for professional misconduct un
Schedule to the Chartered Accountants Act 1949.

(6) of Part | of First

22

Discuss whether the following actions by a Chartered Accountant

amount to misconduct or not.
Clause 7

of Part |
of First
Schedule

himself, besides as Chartered Accountant,
as'

(a) Tax Consultant

(b) Cost Accountant.”

Ans

e Tax Consultant: Section 7 of CA Act 1949 read with
said Act prohibits advertising of professional attainm
a member from using any designation or expr
documents through which the professional attfinme
the public. Under the clause, use of any desigifation or expression other than Chartered Accountant
for a CA in practice on professional documents, Qi rds etc. amounts to a misconduct unless it
be a degree of a University or a title indicgiige membership of any other professional body recognized
by the CG or the council. Thus it is improp esignation ""Tax Consultant" Since neither it is a
degree of a University established by law in Ir'Mia or recognized by CG nor it is a recognized professional
membership by the CG or the counil.

tion 7 of the Act read with Clause (7) of part | of the first schedule to
the CAs Act, 1949. A Charter tant in practice cannot use any other designation than that of
a Chartered Accountant. Neyertheless, ember in practice may use any other letters or descriptions
indicating membership of. ntancy Yodies, which have been approved by the council. Thus it is
improper for a Chartere
as per Appendix 8 to th teredAccountants Act, 1949 the council has resolved that the members
are permitted to use lette ng membership of the institute of Cost and Works Accountants but
not the designati ouhtant."”

part | of the first schedule to the
ices of a member. It also restrains
an that of a chartered Accountant in
the member would come to the notice of

e Cost Accountant: Accordingto s

23

Comment on the f owi%reference to the Chartered Accountants Act,
eA

roject consultancy work as a part of his practice Clause (6)

ent mail to all the CAs in the country informing Case of Part |

Study .
and for securing professional work.” PM of First

Schedule

miggonduct.

he following with reference to the Chartered Accountants Act,

chedules thereto: Case Clause (6)

of Part |
igent, a Chartered Accountant in practice, provides part-time Study of First

tutorsflip under the coaching organization of the Institute. On 30th June, 2015, PM Schedule
s awarded 'Best Faculty of the year' as gratitude from the Institute. Later
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on, CA. Intelligent posted his framed photograph on his website wherein he
was receiving the said award from the Institute.

Hint: According to the guidelines approved by the Council of the Institute of
Chartered Accountants of India, no photographs of any sort are permitted.
Only display of passport size photograph is permitted. Therefore, CA.
Intelligent is guilty of professional misconduct under Clause (6) of Part | of the
First Schedule to the Chartered Accountants Act 1949.

25

Comment on the following with reference to the Chartered Accountants Act,
1949 and Schedules thereto:

Mr. Raj, a renowned practicing Chartered Accountant, decided to tie his
with Ms. Anjani. While giving order for marriage invitation cards,
instructed to add his designation "Chartered Accountant” with his na

(6) of Part | of the First Schedule to the Chartered Accountants Ac

Clause (6)
of Part |
of First

Schedule

26

Comment on the following with reference to the Chartere

circulated the information contained in the
acknowledge public at large about his expertise.
time, he could not intimate his website address t

e Website address
ly with the Website

to the Institute. Members are only requi
Guidelines issued by the Institute in this regar

rmation contained in the

rge. Thereforg, he is guilty of professional

e First Schedule tothe said Act. However,
; ebsite address to the Institute.

In the given case, Mr. Brilliant has ci
website through E-mail to public at
misconductunder Clause (6) of Pa
there is no such misconduct for r

Case
Study
PM

Clause (6)
of Part |
of First

Schedule

27

Examine whether there ofession
circumstances:
“A chartered accountant
proposals was introduced to

by him, as the seni

misconduct in the following

racticyf appearing on television on budget
rs, on the basis of the bio-data furnished
rs of M/s Tick and Tag, a leading firm of
d in Delhiin 1948

f the firm M/s Tick and Tag and use of adjective
ding firm of a chartered accountants and "senior

Delhi in 1948 is'4lso against the provisions of CAs Act, 1949. Thus chartered
ntant is guilty of professional misconduct.

N98

Clause 7
of Part |
of First

Schedule

nan,’a Chartered Accountant in practice, is a partner of 4 firms. While
is personal letter heads, Mr. Adnan gave the names of all the firms in
e is a partner. Comment.

per clause (7) of part -1 of First Schedule, there is no prohibition for

MO06
M09
PM
N15

Clause 7
of Part |
of First

Schedule
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printing names of all 4 firms on the personal letter heads in which a member
holding certificate of practice is a partner. Thus, Mr. Adnan is not guilty of any
professional misconduct in the above case.
Is there any misconduct on the part of a Chartered Accountant in the following
circumstances:
29 | The offer document of a listed company in which Mr. D, a practicing Chartered
Accountant is a director mentions the name of Mr. D as a director along with Schedule
his various professional attainments and spheres of specialization.
Ans:
¢ The council of the ICAl has in a communication to members stated blic company, in
which a CA in practice is a director, issues a prospectus or givey Wannouncement that gives
descriptions about the Chartered Accountants’ expertise, spe#® 0 Knowledge in any
particular field, it shall constitute a violation of clauses 6 and 7 of PRl ¢f the first schedule to
the CA Act, 1949.
¢ The council has further stated that in such cases the members as to take necessary steps
to ensure that such prospectus or public announcements,or publi{communications do not advertise
his professional attainments and also do not directly ogfndirecjly ar§bunt to solicitation of clients for
professional work by the members.
¢ Thus in the instant case Mr. D would be held to be g of prgfessional mis-conduct and liable for
disciplinary action.
Comment on the following with reference to the Clarter untants Act,
1949 and schedules thereto: Clause 7
30 XY & Co. a firm of Chartered Accountant having 2 par Y,onein charge | NO7 5 of Part |
of Head Office and another in charge of Bran istance of 80 kms, puts | PM of First
up a name-board of the firm in both premise in their respective Schedule
residences.
Ans:
¢ The council of the Institute has, d that with regard to the use of the name board, there will be no
bar to the putting up of an ; e place of residence of a member with the designation of
chartered accountant provigd: it is a nagie-plate or board of an individual member and not of the firm.
0., put up a name board of the firm in both offices and also in
& Y are guilty of misconduct. Distance given in the question is not
. o Clause 7
nce that he is a management expert and his firm
. y . . N13 of Part |
31 | provides seryices and audit at reasonable rates. He also requested 4 .

. - . PM of First
the audienfe to a his firm of chartered accountants for these services Schedule
and at th f audience he also distributed his business cards and
telephone number gf his firm to those in the audience. Comment.

* @llause 6 of Part | of the First Schedule to the CA Act, 1949 states that a CA in practice shall be deemed
g of misconduct if he solicits clients or professional work either directly or indirectly by a
dvertisement, personal communication or interview or by any other means.

Ang’l o Sec 7 of the CA Act, 1949 read with Clause 7 of Part | of the First Schedule to the said Act prohibits
adfertising of professional attainments or services of a member. It also restrains a member from using
agl designation or expression other than that of a chartered accountant in documents through which

e professional attainments of the member would come to the notice of the public.
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¢ Thus, as per clause 7 itis improper to use designation "Management Expert" since neither it is a degree

membership by the Central Government or the Council.

¢ Therefore, In present case Mr. Nigal is deemed to be guilty of professional mis
clause (6) and Clause (7) as he has used the designhation “Management Expert” in
he has made reference to the services provided by his firm of Chartered Acgflunta

rates. Distribution of cards to audience is also misconduct in terms of Clause 6.

at r&asonable

32

Give your comments with reference to Chartered Accountants Act, 1949 and
Schedules thereto.
“Mr. B, a practicing Chartered Accountant as well as a qualified lawyer, Was

visiting card where he mentioned his designation as Chartered Ac
and Advocate.”
Hint:

are otherwise eligible may practice as advocates subject to the per
Bar Council but they should not be allowed to use both atjons)
Chartered Accountant and Advocate simultaneously.

Thus in given case, Mr. B is guilty of professional miscon
his visiting card mentioning his designation as both untant and
Advocate.

Clause 7
of Part |
of First

Schedule

33

Mr. SP. a Chartered Accountant obtains registra

issue of MB Co. Ltd, He designates himseigaiinder the caption "Merchant
Banker" in client offer documents and 'Advis '
visiting cards and documents.

Hint: In Client Companies’ offer d ents andladvertisements regarding

professional misconduct as per Clause
(7) of Part | of First Schedule¥o t A Act, 1949.

M15

Clause 7
of Part |
of First

Schedule

34

Can a Practicin ed Accountant be held guilty of professional
Misconduct under tiwJollowhg circumstances? Give your views with reasons
in brief:
W, a Chartefre counigint has sent letters under certificate of posting to
the previ audit rming him his appointment as an auditor before the
comme audit by him.

Hint:

According to se 8 of Part | of first schedule, letters sent by "W" to the
vious auditor informing him of his appointment as an auditor before the
nt of audit by him under certificate of posting is not sufficient to
ommunication with the retiring auditor. In the opinion of the council,
gcation by a letter sent."Registered Acknowledgment Due" or by

se (8) of Part | of first schedule to the Chartered Accountant.

NO3
PM

Clause 8
of Part |
of First

Schedule
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Comment on the following with reference to the Chartered Accountants Act,
1949 as amended by the Chartered Accountants (Amendment) Act, 2006 and
schedules thereto:
BC & Co, a firm of Chartered Accountants, accepted an assignment for audit Cla 8
35 under State level VAT Act, without any prior communication with the previous | M08 of Part |
auditor. PM First
Hint: Schedule
As per Clause 8 of Part | of First Schedule to the CA Act 1949 a communication
is mandatory requirement for all types of audit, if the previous auditor is a
chartered accountant. Hence, the firm is guilty of professional miscondu
Mr. X, a Chartered Accountant accepted his appointment as tax auditor g
firm u/s 44AB, of the Income-tax Act, and commenced the tax audit
two days of his appointment since the client was in a hurry to file Redll
Income before the due date. After commencing the audit, Mr. X realized hi
mistake of accepting this tax audit without sending any communicagign to the Clause 8
36 | previous tax auditor. In order to rectify his mistake, before signing th MO3 6 of Part |
report, he sent a registered post to the previous auditor and obtained th\posta PM of First
acknowledgement. Will Mr. X be held guilty under the CA Ac Schedule
Hint:
Mr. X will be held guilty of professional misconduct tho Mr. Xfried to
rectify his mistake after accepting audit but before ng al ort.
Comment on the following with reference to the Cljarter ountants Act,
1949, and Schedules to the Act:
“CA. T, in practice, was appointed to carry out i dit of a stock
broker, listed with BSE. However, he failed toNgdimate his appointment to the
statutory auditors of the company. The statuto eels this is violation
of professional ethics. “ Clause (8)
37 Hint: This clause (8) is applicable in sifuation of r&gfacing of one auditor by | Case of Part |
another auditor. Internal auditor angftatutory audTltion are parallel positions | Study of First
and not replacement positions. anagement generally appoints the Schedule
internal auditor whereas the s jgor will be appointed by the
shareholders in the AGM. In thigituation thgfe is no need for communication
by one to other.
In view of above the conte tutory auditor is unacceptable and
there is no question of com ing, In writing by Mr. T.
C.A. Ashwin was appoi of Bristol Ltd. for the year 2013-14. Since Clause (9)
38 he declined to acce ent, the Board of Directors appointed CA M15 4 of Part |
John as the Audito . Ashwin and the appointment was accepted of First
by C.A. John. Digcuss. Schedule
Board can ap or in the case of casual vacancy u/s 139(8) of the Companies Act, 2013. The
non-accep ment by CA Ram does not constitute a casual vacancy to be filled by the Board.
In this cas deemed that no auditor was appointed in the AGM.
Further, as per Sectigh 139(10) of the Companies Act, 2013 when at any AGM, no auditor is appointed or
reappointed, the Wisting auditor shall continue to be the auditor of the company. The appointment of the
A auglitor by the Board is defective in law.
ns rt | of First Schedule to the Chartered Accountants Act, 1949 states that a CA is deemed to
of professional misconduct if he accepts an appointment as auditor of a company without first
g from it whether the requirements of Section 139, 140 and 142 read with Section 141 of the
ies Act, 2013, in respect of such appointment have been fully complied with.
CAJohnis guilty of professional misconduct since she accepted the appointment without verification
atutory requirements.
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39

Mr. P a practicing chartered accountant acting as liquidator of AB & Co.
charged his professional fees on percentage of the realization of assets.
Hint:

M15

Clause 10

Hint:

The Coung eneral permission for providing such private tutorship.
Thereforg, CA. would not be held guilty of professional misconduct under
Clause (1 art Ppf the First Schedule to the Chartered Accountants Act, 1949.

Mr. P shall not be held guilty of professional misconduct as he is allowed to dje
charge fees on percentage of the realisation of assets being a liquidator.
Comment on the following with reference to the Chartered Accountants Act,
1949 and schedules there to:
“CA D, a Chartered Accountant prepared a project report for one of his clients
to obtain bank finance (long-term) of Rs. 50 lakhs from a Commercial Banj. Clause 10
40 | Consequent to the sanction of the loan by the bank CA D raised a bill for i\ of Part |
services @ 2% of the loan sanctioned." of First
Hint: Schedule
As per Clause 10 of part | to First Schedule to the Chartered Accountan 1
CA D is liable for professional misconduct.
Give your comments with reference to the Chartered Accounta
Schedules thereto:
“Mr. A, a practicing Chartered Accountant, took over as the utive c
of Software Company on 1.4.2015. On 10.4.2015 he appljed to t uficil for
permission.” Clause 11
41 | Hint: M10 of Part |
PM of First
Mr. A took over as the executive chairman on and applied for Schedule
permission on 10/4/2010, on the basis of these f4kts he was $hgaged in other
occupation between the period 01/04/2010 t 0, without the
permission of the Council and therefore is_guilty o onduct in terms of
clause 11 of Part 1 of first Schedule.
Give your comments with reference to Charterd Accountants Act, 1949 and Clause 11
schedules thereto: N10 of Part |
42 | Mr. B is a practicing Chartered Accoyhtant holding a valid certificate of practice. PM of First
He accepted the appointment as r of the Green World Co. Lltd. Mr. C, a
. . . Schedule
partner of Mr. B is statutory aud ompany.
CA Ram is practicing in the fi management planning for over 12
years. He has gained expert} in over others.
Mr. Ratan, a student of Ch ntancy course, is very much impressed
with the knowledge of CA. . pproached CA. Ram to take guidance on
some topics of finan t subject related to his course. CA. Ram, on Case Clause 11
43 request, decided tg spa ime and started providing private tutorship to Study of Part |
Mr. Ratan along ome r aspirants. However, he forgot to take specific PM of First
permission forguch privag tutorship from the Council. Schedule

e C(Clause 11 Mrt 1 of First Schedule to the CA Act, 1949 prohibits a member to engage in any business

or or a whole time director.

Mr. Cis an auditor without obtaining specific permission of the council.

or occupation other than the profession of chartered accountants unless permitted by the Council so to

oes not prohibit a Chartered Accountant from being a director of a company, except managing

t if any of the partners is interested in such company as an auditor then he cannot be director of the
aid company. In the present case Mr. B has accepted the directorship in a Company where his partner
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¢ Hence, Mr. B will be held for Professional Misconduct under Clause 11 of Part 1 of First Schedule.
Further, the Council of the ICAl has categorically stated that in cases where a memberfs a directgr
of a company, the firm, in which the said member is a partner, should not express any opi i
financial statements.

e Clause 4 of Part | of the Second Schedule to the CA Act, 1949 also states that express @asbn on
financial statement of any business establishment in which the auditor, his firm r of’his firm
has a substantial interest would constitute misconduct.

¢ Additionaly Section 141 (3) (c) of the Co. Act, 2013 also disqualifies a perso pointed as an
auditor if he is a partner of an officer of the company. Furthermore, section quirethe appointed
auditor to vacate his office if he incurs any of the disqualifications mentione

¢ Therefore, incases, where a member of the institue is a director of any or a firm in which said
member is a partner should not express any opinion on its financia ence Mr. C, a partner
of Mr. B should vacate the office.

“A Chartered Accountant holding certificate of practice and having f
clerks registered under him accepts appointment as a full-time lec
college. Also he becomes a partner with his brother in a busin Clause 11
44 | conduct in the light of C.A. Act, 1949 and the regulations t MO0 4 of Part |
Hint: PM of First
Schedule
The chartered accountant is liable for professional miscondu ailed to
obtain specific and prior approval of the council in eaﬁse.
Discuss whether the following actions by a Chajtered ntant would
amount to misconduct or not.
“A Chartered Accountant in practice takes up the ap nt as Managing
Director of a Public Limited Company.”
Hint: NOO Clause 11
a5 | As per Clause (11) of Part | of the first schedule to Chartered Accountants, MO7 4 of Pa_\rt |
1949 a member of the Institute in pra may hold&he office of a MD/WTD of PM of First
a body corporate within the meani the Companies Act, provided that the Schedule
member and or his relatives do bstantial interest in such concern
and after obtaining the specific
in the absence of specific and
held guilty of professional
“Mr. J started his practice as
he got an offer for t
Company, as a full
accepting this offdfr,
taking a fresh Chartered
Institute nor i ission from the Institute about his employment.
Will Mr. J b er the CA Act?”
Clause 11
Hint: MO03 of Part |
46 PM 6 of First
According to Clause 11 of Part | of first schedule to the Chartered Schedule
Ac t, 1949, Mr. J will be held guilty since he has accepted
the 3] salaried employment in addition to the practice of
arte Accountancy without obtaining permission of the Institute.
Furthely Mr. Jwill be guilty of professional misconductunder clause (i) of Part |l of
secongl schedule to the Chartered Accountants Act, 1949 if he contravenesany
e provision of the Act Since he has failed to inform the Institute.
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47

Comment on the following with reference to the Chartered Accountants Act,
1949 and schedules thereto:

“Mr. J.J. a practicing Chartered Accountant engages himself as part time
finance manager of Quick Return Securities Ltd. He is of the view that as both
functions are independent, he need not take permission from the Institute.”
Hint: Guilty of Mis-conduct under clause 11 of Part | of Ist Schedule.

NO06

48

Comment on the following with reference to the Chartered Accountants Act,
1949 as amended by the Chartered Accountants (Amendment) Act, 2006 and
schedules thereto:

M, a Chartered Accountant in practice, ‘is the Statutory Auditor of S Ltd. for
year ended 31st March, 2008. In January, 2008, he was appointed as a Dire
H Ltd., which is the holding Company of S Ltd.

Ans:

¢ Interms of clause 11 of Part | of the First Schedule to the CA Act, 19

accountant, but he can be a director of a company wherein
in such company as auditor.

¢ However, public conscience is expected to be ahea
should be interpreted much more strictly. Membe
which would either compromise or jeopardize their

¢ Inview of the above, an auditor of a subsidiary
it will affect his independence.

Clause 11
of Part |
of First

Schedule

49

“CA Prabhu is a leading income tax practitioner 3&d consultght for derivative
products. He resides in Mumbai near to the ABC y stock exchange
and does trading in commodity derivatives ry day, he invests nearly 50%
of his time to settle the commodity transa " .A. Prabhu liable for
professional misconduct?”
Hint:

In the given case CA is engaged in tjge occupation of trading in derivatives which,
is not covered under the gener ion. Hence specific permission of the
Institute has to be obtained oth
misconduct under clause 11 -| of First $chedule of CA Act, 1949.

NO8
N13 4
PM

Clause 11
of Part |
of First

Schedule

50

who are not the member

Hint: The
entered
such bu

and whether the prior permission for entering into
een obtained (Clause 11).

been entered ™o has not been allowed under the Regulations and the
igr approval of the Council has not been obtained for entering into such
ce the Chartered Accountant shall be held guilty of professional

M15 4

Clause

48&11
of Part |
of First
Schedule

practising Chartered Accountant agreed to provide
lio Management Services" to his client M/s. D Limited.
ent with reference to the Chartered Accountants Act, 1949.
int: As per Section 2 (2) of CA Act, 1949, it is specifically staed that CA

N15 4

Section 2
(2)
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in practice is are not permitted to undertake the activities of broking,
underwriting, and portfolio management Services. In view of this Mr. S would
be guilty of misconduct under the Chartered Accountants Act, 1949.
Give your comments with reference to the Chartered Accountants Act, 1949
and Schedules thereto:
“CA Smart, a practicing Chartered Accountant was on Europe tour between 15-
9-15 and 25-9-15. On 18-9-15 a message was received from one of his clients
requesting for a stock certificate to be produced to the bank on or before 20- Clause 12
52 | 9-15 Due to urgency, CA Smart directed his assistant, who is also a Chartered of Part |
Accountant, to sign and issue the stock certificate after due verification, of First
his behalf” Schedule
Hint:
CA Smart is guilty of professional misconduct under Clause 12 of part | of
Schedule of the CAs Act, 1949.
Comment on the following with reference to the Chartered Accoun Clause 12
53 1949 and schedules thereto M07 5 of Part |
S, a practicing chartered accountant gives power of attorn ee| PM of First
chartered accountant to sign reports and financial statem ehalf. Schedule
e Clause 12 of Part | of the First Schedule to the CAs Act, nded by the Chartered Accountants
(Amendment) Act, 2006 states that is a Charter in practice is deemed to be guilty of
professional misconduct if he allows a person member of the Institute or a member not
being his partner, to sign on behalf or on behalf BS, P&L A/c, report of financial statement."
¢ This clause is to be read in conjunction with Se of the Chartered Accounts Act, 1949 which

Ans: stipulates that 'no person other than a mgaler of the Institute shall sign any document or behalf of a

Chartered Accountant in his or its professi y.
¢ The term “Financial Statement” for this puyose would cover an examination of the accounts or
financial statements given underMstatutory gfiactment or otherwise. Accordingly Mr. S is guilty of
professional misconduct under use 12 of part | of First Schedule and also under clause (1) of Part
() of second schedule for co
Mr. 'A' is a practicing Charter
& Co. He went abroad for 3
Chartered Accountant his
office. During his absence M
the name of M/s A & Co. Clause 12
54 (i) He issued the audi M14 5 of Part |
audit. PM of First
(ii) He issued producti i Schedule
(iii) He atten me Tax proceedings for a client as authorized
representativé b e Tax Authorities.
Please comgfment on ility of Mr. 'Y' for conducting such jobs in name of
M/sA&C ity of Mr.'A' under the Chartered Accountants Act, 1949.
e As per claus of Part | of the First Schedule of the CA Act, 1949, a CA in practice is deemed to be
guilty of professional misconduct “if he allows a person not being a member of the Institute in practice
member not being his partner to sign on his behalf or on behalf of his firm, any balance sheet,
Wloss account, report or financial statements”.

Ans, Thexgguncil has clarified that the power to sign routine documents on which a professional opinion/
ayth#ntication is not required to be expressed may be delegated in the following instances and such
dejpgation will not attract provisions of this clause like issue of audit queries during the course of audit,

ing for information or issue of questionnaire, attending to routing matters in tax practice, subject to
provisions of Section 288 of Income Tax Act etc.
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¢ In the given case, in the light of above provision, Mr. “Y” is right in issuing the query, since the same
falls under routine work which can be delegated by the auditor. Therefore, there is n i

this case as per clause 12 of Part 1 of First schedule to the Act.

¢ Further, issuance of production certificate to a client under Central Excise Act, 194

icht of the above

o the Act.

Mr. 'C', a Chartered Accountant holds a certificate of practice while in
employment also, recommends a particular lawyer to his employer in
of a case. The lawyer, out of the professional fee received from emplg
a particular sum as referral fee to Mr. 'C'. Clause 2
55 | Hint: of Part Il
of First
In the given case, Mr. C who besides holding a COP is also an empld Schedule
referring a lawyer to the company in respect of a case, he receives a
sum as referral fee from the lawyer out of his professional fe
guilty of professional misconduct by virtue of clause 2 of P
“A Chartered Accountant in practice, in spite of repeat
Secretary of the Institute, fails to submit form 18. Is
Hint:
Clause (2) of part lll of the first schedule requirfle a membr to supply the Clause 2
information called for by the councilor any of its con g nder this clause, MO0 of Part Il
56 | it is misconduct for Chartered Accountan rally, if they do not supply PM 4 of First
the information called for by the council, h st from the secretary Schedule
amounts to a request from the council. Beside{ it is also a contravention of
the Regulation of the Chartered Accguntants Rejgfations, 1988. Thus failure
to submit form 18 (Which deals Deed of Assignment of Articles where
the Articled clerk is a minor) con s professional misconduct.
Give your comments with refgr
Schedules thereto:
“Mr. X, a Chartered Accounfant, e Clause 2
57 Accountant, firm. On 31s M10 3 of Part lll
firm. Despite many reminde PM of First
leaving the services i Schedule
rofessional misconduct under Clause (2) of
CA Act, 1949.
a certificate of practice, did not fill in the columns
ormatign about his engagement in other occupation or
deed engaged in a business. Clause 2
58 M14 3 of Part IlI
Details of engagenglent in business need to be disclosed while applying for the PM of First
certificate of praCtice as it was the information called for in the application, by Schedule
t titute. Therefore, Mr. G will be held guilty for professional misconduct
u%use 2 of Part Il of First Schedule of the CA Act, 1949.
Com&nt on the following: “ Mr. R, a Chartered Accountant in practice Clause 2
oaphed Manager of a Nationalized Bank for a loan of Rs 25 lakhs. He
o informed the Manager that if the loan is sanctioned, the Income Tax N1l 4 of Pa_rt v
. . . . . PM of First
retyfn of the Manager and staff will be filed without charging any fees, as quid
. Schedule
o quo for the loan sanctioned”.
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¢ Clause 2 of Part IV of First Schedule to the CAs Act, 1949 states that member of the Institute, whether
in " practice or not, shall be deemed guilty of other misconduct, if he in the opinion of@be Counay,
brings disrepute to the profession or to the Institute as a result of his action whether or no ted
his professional work".
Ans: | ¢ Accordingly, a CA is expected to maintain the highest standards and integrity eve sonal
affairs and any deviation from these standards calls for disciplinary action.
¢ In the present case, the action of Mr. R, a CA in practice offering free service in reNrn t nction of
loan brings disrepute to the profession of a Chartered Accountant. Therefore, sent case, Mr.
R will be held guilty of other misconduct
Give your comments with reference to Chartered Accountants Act, 1949 a
Schedules thereto.
“Mr. A, a practicing Chartered Accountant, failed to return the b
account and other documents of a client despite many reminders from t Clause 2
client. The client had settled his entire fees dues also.” 13 of Part IV
60 | Hint: PM 4 of First
Refer Section 22 (Other Misconduct) & Clause 2 of Part IV of First Schgdle. Schedule
In the present case, Mr. A failed to return the books of agfounts gnd er
documents of his client without any reasonable Clause,fnd t re, he
would be guilty under other misconduct.
Write short notes on the following: "Other Miscond " MO1 Clause 2
61 Hint: NO4 4 of Part IV
Refer Section 22 (Other Misconduct) & Part IV of Filgt Schedul@and Part Ill of of First
PM
Second Schedule. Schedule
“A Chartered Accountant availed a term loan d 0 |akhs from a Nationalized
Bank for furnishing his office. He issued two che 1 lakh each towards
repayment of the loan. The cheques were dishondyred with the remark "Refer
to Drawer". Is the Chartered Accountangliable for m§€onduct?” Clause 2
6> | Hint: MO0 4 of Pa_rt v
Refer Section 22 (Other Miscondu use 2 of Part IV of First Schedule. MO8 So;: F::Irs’lc
The facts of the case state that thggthéque wa chectie
to Drawer" means that the che
Therefore the Chartered acc
Discuss the following with re
and schedules thereto;
“Mr. R, a Chartered
of a Regional Coun
international tour thr
During the audjf of the Re)jonal Council, it was found that Mr. R had received Clause 2
63 | a personal bef8 NO2 4 of Part IV
Hint: PM of First
Refer Sec er Misconduct) & Clause 2 of Part IV of First Schedule. Schedule
The council has alsofaid down that among other things" misappropriation by
an office-bearer of a Regional Council of the Institute of a large amount and
utilggtion thereof for his personal use" would amount to "other misconduct”
Tth case, Mr. R would be liable for disciplinary action.
&omments with reference to Chartered Accountants Act, 1949 and Clause 2
|eYthereto:
YKS &¥o., a proprietary firm of Chartered Accountants was appointed as N10 4 of Pa_rt v
. . . PM of First
rent auditor of a bank. YKS used his influence for getting some cheques Schedule
ased and thereafter failed to repay the loan/overdraft.
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Hint:
Refer Section 22 (Other Misconduct) & Clause 2 of Part IV of First Schedule.

In the instant case YKS & Co, being a concurrent auditor used his position
to obtain the funds and failed to repay the same to the bank.' This brings
disrepute to the profession of a Chartered Accountant. This act of YKS & Co
is not pardonable. Therefore YKS & Co will be held guilty of other misconduct
under Clause 2 of Part IV of first schedule to the CA, 1949.

S—

22C

Second Schedule to the Chartered Accountant Act, 1949
(as amended by the Chartered Accountants (Amendment) Act, 2006 & 2011)

Oy

Part | Part Il Part 111
Misconduct Professional Professional Oth’er
Applicability | CAs in practice /CAs ingene

No. of Clause 10 'ﬁ 1
O v

Part | of Second Schedule (Applicable for CA in practice)

Clause 1

CA in practice is deemed to be guilty of prostconduct if he discloses information acquired

in course of his professional engagem pgrson other than his client BUT he may disclose if
permitted by his client OR required by an 4 n’t disclose even after completion of his assignment.

Duty of CA in relation to Unlawful Act by Client:

X authoritiesgbout tax frauds made by his client, but itis also not duty
equences of frauds. Hence it is responsibility of the CA to advise his
inyolve in tax frauds by impressing upon him that, disclosure by

¢ CAhasnodutytoinform
of CA to shield him fro
client in a persuasive

Y No

client may entail o enalties it non-disclosure may result even in imprisonment.
o If, CA informs jix autlg§egs about his disassociation from matter, authorities may start
investigation.

¢ |n case of genuine client should himself disclose.

¢ [f tax authiorm
he sho, ake |

on CA for examining him on oath or for production of books of accounts,
xpert opinion.

Duty of CA where fraud related to Past Year’s Returns Accounts:

) lient wips represented by another CA, then he should advise client to disclose. However
may e to act for current year.

hient was represented by him only, then he should advise client to disclose, if he refuse
, then he should disassociate himself with the client and then report to tax authorities
that aCCounts etc previously reported by him are unreliable & thus he is disassociating himself
with client. (But he should not disclose exact fraud done by his client).

Duty of CA where fraud related to Current Year’'s Returns Accounts:

e If current year’s returns accounts are being prepared by him, he should advise to client to
disclose in current year’s return accounts. If client refuse, disassociate himself with return and
prepare audit report accordingly (qualified/adverse).

¢ If fraud relate to current year’s returns accounts, but CA’s assighment is dispensed with before
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return/audit report, then no further duty upon him.
Note : If disclosure is permitted by client, then he should disclose immediately, but in of sm
mistake, he should disclose it with current return.
Clause 2
CAin practice is deemed to be guilty of professional misconduct if, he certifies gr su
firm’s name a report of an examination of financial statements unless exami
his partner, his employee or another CA in practice. Thus he can render a report
work has been undertaken by him or under his supervision or by another C
Clause 3
CAin practice is deemed to be guilty of professional misconduct if h rmMis firm’s name to
be used, in connection with an estimate of earning contingent upo transactions, in a manner
which may lead to the belief that he vouches for the accuracy of%o
Participation in preparation of forecasts & their review: SAE-3400 "The ination of prospective
financial information" allows to a member to participate in p i inancial forecasts & their
review if he clearly indicates in his report about:
¢ Source of information
¢ Basis of forecasts
¢ Major assumptions made in arriving at the forec
¢ He does not wathc for accuracy of the forgfasts.
Note 1: He should not vouch for accuracy of fofgecasts as @ ecasts can’t be ascertained with accuracy.
Clause 4

CA in practice is deemed to be guilty gfessional misconduct if he expresses his opinion on

elines, afmember of the institute shall not express his opinion
on financial statements of a siness or enterprises in which one or more persons, who are his
"relative" with in the meawfng o 18 have, either by themselves or in conjunction with such

member, a substantial intfrest in the Yd business or enterprise. It may be noted that the spouses'
sisters' husband does n¢ ith in this definiton.

Points to be Remember:

L4
e If CAis employee o W he can’t audit of financial statements of employer.
r

o If CAis part a college, he or his firm not to accept auditor-ship of college.

e If apart employee/trustee of trust, he or his firm can’t audit of financial statements

of trust.

o IfC riting bRoks of a/c of the enterprise, he can’t audit the financial statements of same

* Igter itor can’t accept statutory auditor ship of same concern.
o If CAor hisfartner or his relative is a director of company, then he can’t accept audit of such company.

¢ If CA or his partner or his relative is having substantial interest in business/enterprises, then he
n’t accept audit of such business/enterprises.

A sfatutory auditor can accept the system audit of same entity, provided it do not involve any
rutiny/review of financial data and information.

Concurrent audit and the assighment of Quarterly review of the same entity cannot be taken
simultaneously as the concurrent audit being a kind of Internal audit and the quarterly reveiw
being a kind of Statutory audit undertaken simultaneoulsy are prohibited under the provisions
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of "Guidance Note on Independence of Auditors".
e It is prohibitive to undertake the assignment of Internal Audit of a client an ry of Wge
transaction for Accounting simultaneously being violative of the provisions of the idgfice
Note on Independence of Auditors".
Note: Relative means spouse, brother, sister, father, mother, son & daughtegp (MAS{S)
Clause 5
CA in practice is deemed to be guilty of professional misconduct if he fail se Xaterial facts
known to him, which is not disclosed in a financial statement, but disglos ich is necessary
in making to make the financial statement not misleading, where he j d with that financial
statement in a professional capacity.
Court Decision: Where a CA failed to examine how debts beco
was guilty under Clause (5).
Clause 6
CA in practice is deemed to be guilty of professional misco FAILS to disclose a material
misstatement known to him to appear in a financial statemWht with which he is concerned in a
professional capacity. It is obvious, that before a ber c be held guilty of misconduct,
materiality has to be established.
Court Decision: A Company didn’t provide for depRacation agkequired by section 205 & 250 of the
Co. Act, 1956 (now section 123 read with Sch el 0. Act, 2013) and although the CA was
aware that the Company had underprovidegfdepregltion, he did not bring out this fact in his report
— Held the CA was guilty of professional miiconduct er this clause.
Clause 7
~__—
CAin practice is deemed to be guilty oNmggdessional misconduct if he does not exercise due diligence,

or grossly negligent in the conduct of h onal duties.

work or effort. Mere non-performance or defective
failure to exercise “Due Diligence”

ce of high degree, either arising out of recklessness or deliberate

failure to act honestly anc n a material matter.

Example of Gross Negligence:

¢ Where, a CA haggiven eport and after that Special Audit revealed irregularities which
exarfne pass book and to verify cash balance.

rary valuation of closing stock and no verification at all was done by

CA had relied upon internal control without satisfying himself about the propriety and
surrendeJed to the pressure of management and certified the accounts without examining and
getti ecessary clarification.

Where a CA had not completed his work relating to the audit of the accounts of a company
had not submitted his audit report in due time to enable the company to comply with the
statutory requirement in this regard.

Where, a CA has signed two BS on two different dates for the same FY, the first one with a clean
report and the second one with a qualified report. Because he later on issued a clean report and
did not refer the fact of having previously issued a qualified report, in lieu of which a clean report
was being issued.
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Clause 8
CA in practice is deemed to be guilty of professional misconduct if, (1) he fails to ob
information which is necessary for the expression of an opinion or (2) his exceptions are
material to negate the expression of an opinion.
A CA should express his opinion about truth of fairness of statements of a/c onI
required data and information. He has to determine extent to which informa
Statutory auditor would be guilty under this clause, if he performed his wo
his report without looking into the books of a/c and on the basis of the wor
whose opinion turned out to be false.
Example: If the auditor has not seen any evidence of the existence an
which constitute the only asset of a company, he should not say t
“Subject to the verification of the existence and value of the investm e B> shows a true and fair
view etc.”
On the other hand he should say that-
“As we have been unable to verify the existence and value of tNgfinveStments of the company, we
are unable to state whether the BS shows a true and f; i
Court Decision: A CA without examination of stock regfster a er relevant matters issued a wrong
consumption certificate on the basis of which license ofigher valug, for which the unit was not entitled,
was issued by Controller of Import & Exports. Helwlt sional misconduct under Clause (8).
Clause 9
vy
CA in practice is deemed to be guilty of prdgessional conduct if he fails to invite attention to
any material departure from generally acc it procedures (GAAP) applicable to the
circumstances. If for any reason, he is le to comply with technical standards & guidance note
etc. during audit, he should mention this\ rt.
Clause 10
CA in practice is deemed to be y of profe¥ona| misconduct if:
¢ He fails to keep money is client (other than fees or remuneration or money meant to
expended) in separate
¢ He fails to use such ey for puoses for which they are intended within a reasonable time.
CA should use suchymon rictly as per clients’ instructions.
Points to Remember:
[ ]
[ ]
[ ]
ent withi sonable short time than need not be put in a separate bank A/c, for this purpose,
jon; “reasonable time”, would depend upon the circumstances of each case.
Part Il of Second Schedule (Applicable for CA in general)
Clause 1
r of the institute, whether in practice or not, shall be deemed to be guilty of professional
sconduct, if he contravenes any of the provisions of this act or regulations made there under, or
an idelines issued by the council.
isis veryimportant clause. It requires every member of the Institute to act within the framework of
e CA Act, and the Regulations made there under. Any violation either of the Act or the Regulations
by a member would amount to misconduct.
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The Regulations under which the cases of contravention have generally come to the notice of the
Council are the following:

Regulation 43: Engagement of Articled Assistant
Regulation 46: Registration of Articled Assistant

Regulation 47: Premium from Articled Assistant:

¢ No amount shall be charged from, or be payable by, an articled assistan{’oNany oX\aeJ person on
his behalf, directly or indirectly, whether by way of premium or as loa sit ofin any other
form in connection with his engagement as an articled assistant.

rested. However he
is intereSted. But it must not

e Conclusion: A C.A. can’t take loan from any enterprise in which
may accept the same from any enterprise where in article’s rel
be taken as a consideration for admitting the article into fir

rk and his father were both
prohibit ‘taking of loan or
essional misconduct under

e Court Decision: A CA took loan from a firm in which the article
interested, against the provisions of the CAs Regulations, 1988 whi
deposit etc. from the articled clerk. Held the CA was
Clause (1) of part Il of Second Schedule.

Regulation 48: Stipend to Articled Assistant: Stipen e paid ery article on monthly basis, no
other method is permissible such as annual basis.

Regulation 56: Termination or assignment of Artic

Regulation 65: Articled Assistant not to enggfe in a

Court Decision: A CA certified in Form K-2 clerk was in service with him while he was
also employed elsewhere with another e een 11 A.M. and 5 P.M. and attended the
office of the Chartered Accountant thereafte P.M. The CA suspended the audit clerk when
the Institute brought this fact to the n e £A. Held he was guilty of misconduct for making a
misstatement to the Institute in regard charge of his professional duties.

r (from Articled Assistant)

r occupation

Regulation 68 to 80: Audit
Regulation 190: Register

Regulation 192:Restric§ fees: (Refer Clause 10 of Part | of First Schedule)

Council General Guidelines, 2008

Chapter II: Conduct of a Member being an employee:

A member of the sti!:te who is an employee shall exercise due diligence and shall not be grossly
negli the corduct of his duties.

Chapter V: Maintenance of books of account:

g pccer

A the Institute in practice or the firm of CAs of which he is a partner, shall maintain and
keep in respgkt of his / its professional practice, proper books of account including the following:

¢ A Cash Book

Chapter VI: Tax Audit assignment u/s 44 AB of the Income-Tax Act, 1961:

h practice shall not accept, in aF.Y., more than the “specified humber of tax audit assighment”. (60
ssignment w.e.f. F.Y. 2014-15 onwards.) u/s 44AB of the Income Tax Act, 1961.

Note: The audit conducted u/s 44AD, 44AE and 44AF of the Income Tax Act, 1961 shall not be taken
into account for the purpose of reckoning the "specified number of tax audit assignments".
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According to clarification on Tax Audit Assignments by Committee on Ethical Standard (CES) of the
institute, if there are 10 partners in firm of CAs in practice, then all the partner of firm ¢
collectively sign 600 tax audit reports. This maximum limit of 600 tax audit assignments

distributed between the partners in any manner whatsover. For instance, 1 partngrcan indivi
sign 600 tax audit report in case remaining partners are not signing any tax audit M

Chapter VII: Appointment of an Auditor in case of non-payment of undisputed fees:

theydisputed
(now Co. Act,

A CA in practice shall not accept the appointment as auditor of an entity in ca
audit fee of another CA for carrying out the statutory audit under the Co.
2013) or various other statutes has not been paid (Except in case of sic

Note: If provision of audit fees has been made and BS & P&L signed iy audito
called “undisputed audit fees”.

uditee, then itis

Chapter VIII: Specified number of audit assignment:

A CAin practice shall not hold at any time appointment of more than the ¥fecified number of audit
assignments” of Companies u/s 224 and/or u/s 228 of the (Now section 139 and/or
section 143(8) read with Section 141(3)(g) of the Companies . Now specified number of
audit assignments is 20 Companies under Co. Act, 2013 er tha\one person companies, dormant
companies, small compaines and private companies aving&d— share capital less than Rs. 100
crore.

Chapter IX: Appointment of Statutory auditor:

A CA in practice will be guilty of professionaffmisco ; if he accepts statutory auditor-ship of
PSU/Listed Co./ Govt. Co. or other Public Co. er of Rs. 50 Crores or more in a year and
accepts any other work or services with reg undertaking on a remuneration which in

Note:

e Other work or services does not includ®a) Audit under any other statute; (b) Certification work
required to be done by the sjgtutory au

¢ These restrictions shall a
payable to the statutor

ommittee of the ICAl has expressed the opinion that where in
s of engagement of auditor by a client, the auditor recovers his fees on
nd when a part of the work is done without waiting for the completion of

the whole job, W cahnot be said to be indebted to the company at any stage.

Minimum fees to be charged with respect to Audit Assignment:

Notia ation M\rlier w.r.t. minimum audit fees has been withdrawn by ICAI Thus, at present,

ther iction on minimum fee (w.e.f. 7th June’ 2011).

KYC Norms:

Importanc;.of KYC requirements for a Chartered Accountant’s Practice: The financial services
try globally is required to obtain information of their clients and comply with Know Your Client
YC norms). Keeping in mind the highest standards of Chartered Accountancy profession
India, the Council of ICAlI recommended such norms to be observed by the members of the
ssion who are in practice. These KYC Norms are also important in order to ensure a healthy
wth of the profession and an equitable flow of professional work among the members.

he self-regulatory measures are recommendatory. However, considering the spirit underlying these
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measures, it is expected that every CA carrying out attest function is encouraged to follow them and
implementation of these measures would go a long way in ensuring equitable flow of wkk amongghe
members and would also further enhance the prestige of the profession in the society.

Norms to be observed by Member in Practice:

Entity Information

Name of the Enti

General Information Type of Entity

Business Descr

Name of JggateRarent company
Corporate Sturcture . larent company

Regulatory Information

e(s) and Addresses of Companies,
hich above person is director

Engagement Informatiorf ype of Engagement

Other Information the ultimate parent Auditor AR known

Entities financial Information fName

violation of any Law/Regula

A -

Clause 2

A member of the institute, whether in praytice or not, shall be deemed to be guilty of professional
misconduct, if he, being an ployee o Co/firm/person, discloses confidential information
acquired in the course of hi ployment, except as and when required by the law or as permitted
by the employer.

Clause 3

ether'in practice or not, shall be deemed to be guilty of professional
ta in any info/statement/ return/form to be submitted to (ICAl,
iplinary Directorate, Board of Discipline, Disciplinary Committee,
ellate Authority) knowing them to be false.

A member of the instjtute

Council, any Commi
Quality Review Board,

k was attending college & coaching class during training hours, but CA
fl that article was regular in office knowing that he is delivering wrong

Clause 4

A member o}the institute, whether in practice or not, shall be deemed to be guilty of professional
misconduct, if he defalcates or embezzles money received in his professional capacity.

Part lll of Second Schedule (Applicable for CA in general)

Clause 1

ember of the institute, whether in practice or not, shall be deemed to be guilty of professional

isconduct, if he is held guilty by any civil or criminal court for an offence which is punishable with

imprisonment for a term > 6 months. (If it is < 6 months then, it is covered in Clause | of Part IV of
First Schedule)
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No. Question Bank Exam | Marks | Clause
“A Chartered Accountant in practice was engaged by a businessman to
represent him before the tax authorities on current matters and in the
course of such employment he came across certain documents pointing
to commission of tax frauds in the preceding years for which the client was
not represented by him. Is the member liable to disclose the existence
and contents of the document to tax authorities?” C:‘all?jsetT
T of Par
1 Hint: M of Second
In respect of such matter, the code of conduct recommends that, "If the Schedule
fraud discovered by the member relates to the accounts or tax matters of
the client for past years for which the client was not represented by th
member the client should be advised to make a disclosure. The mem
may, however, continue to act for the client in respect of current matters,
but is under no obligation so to continue.
“XYZ Co. Ltd. has applied to a bank for loan facilities. The bank on s Clause 1
the Financial Statements of the company notices that you are the au r| #MO00 of Part |
2 . . 4
and requests you to call at the bank for a discussion. In ourseNgf, PM of Second
discussions, the bank asks for your opinion regarding the Schedule
also asks for detailed information regarding few items R the Finagfcial
Statements. The information is available in your workj i hat
should be your response and why?”
Hint:
As per Clause (1) of Part | of the second schedule to t, 1949, the
auditor cannot disclose the information in higpossessiol without specific
permission of the client. As far as working pa cerned, SA 230
"Audit Documentation" states 'Working papersNfre tHe property of the
auditor. The auditor may, at his discrgtion, makeNggrtions of or extracts
from his working papers available tg/is client pro¥ided confidentiality is
maintained" Thus there is no requir, t compelling the auditor to divulge
information obtained in the cou i d included in the working
papers to any outside agency e en required by any law
Comment on the following gi ncg to Chartered Accountants Act,
1949 and schedules theret
“Mr. Parekh, a Chartered AX¢co was invited by the Chamber of
Commerce to present mposium on the issues facing Indian
Leather Industry. D of his presentation he shared some of
the vital informati gs business under the impression that it will Clause 1
3 | help the Nation to com ®h other countries at International level”. Mo4 4 of Part |
Hint: N14 PM of Second
Schedule
In the give kh has disclosed vital information of his client's
business consent of the client under the impression that it will
help the n mpete with other countries at International level.
Thus it is a profaggighal misconduct covered by clause (I) of Part | of second
schedule to the CAs Act, 1949.
ments with reference to Chartered Accountants Act, 1949
and ScQedules thereto. Clause 1
practicing Chartered Accountant, in the course of the audit of M13 4 of Part |
company discovered serious violations of the provisions of the of Second
nies Act 1956, informed the Registrar of Companies out of public Schedule
est.”
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Hint:

It is professional misconduct as per Clause (1) of Part (I) of second
Schedule to the CAs Act, 1949. He should mention the violations in his
report instead of informing the ROC.

ause 1
Discuss the Auditor's responsibility to provide access to his audit working N1 3 of Part |
papers to Regulators and third parties. of Second

Schedule

Ans:

¢ Audit Working Paper: The auditor should not provide access to wor, apgrs to any third party
without specific authority or unless there is a legal or professional duty to di . Clause (1) of Part

| of Second Schedule to the CAs Act, 1949 states that a Chartergfl AQountant in practice shall be
deemed to be guilty of professional misconduct if he discloses ig Q Juired in the course of
his professional engagement to any person other than his client, wit/"gt the consent of his client or
otherwise than as required by law for the time being in forc

should not disclose any such information to any third pa
legal or professional duty to disclose”. If there is a requ
legal requirement, the same has to be complied with

e As per, SQC 1, “Quality Control for Firms that Per
] ments”, provides that, unless otherwise
the property of the auditor. He may at his
discretion, make portions of, or extracts fr cumentation available to clients, provided
such disclosure does not undermine the vali ork performed, or, in the case of assurance
engagements, the independence of th ditor or of his personnel.

specified by law or regulation, audit docu

¢ Further, as per SA 230, Audit documentatio
the conduct of external inspections in accor
Therefore, it is auditor’s responsitili
it’s at auditor’s discretion, to mgge portions of, or extract from his working paper to third parties.

Give your comments with refeg€nce
and schedules thereto:

Mr. Mohan is a practicing
of consumption which di
consumption of raw mat
the certificate is given on t
meeting of the Bo i

hartered Accountants Act, 1949

Clause 2
of Part |
of Second
Schedule

ed Accountant. He issued a certificate
ot re e correct factual position of the | N10 PM 4
the& concerned entity. It is found that
of data appearing in the minutes of

Ans:

atements and the related records has been made by him or by a partner or
any other chartered accountant in practice.

examining ttwggfecord. He has relied on the minutes of Board of directors meeting which is not proper
evidence to show the consumption of raw material. The relevant record of production and stock register
been scrutinized thoroughly and properly.

difgence or is grossly negligent in the conduct of his professional duties.

o Terefore, Mr. Mohan will be held guilty of Professional Misconduct under Clause 2 & 7 of Part 1 of
second Schedule to the CAs Act, 1949.
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Comment on the following with reference to the Chartered Accountants Clause 3
Act, 1949 and Schedules thereto: MO5
7 “Z, a Chartered Accountant, certifies a financial forecast of his client which PM
was forwarded to the client’s bank based on which the bank sanctioned a
loan to the client. “
¢ As per clause (3) of Part | of Second schedule a Chartered Accountant in practice i
of professional misconduct if he permits his name or the name of his firm to be use
an estimate of earnings contingent upon future transactions in a manner whi d tb the belief
that he vouches for the accuracy of the forecast.
Ans: ¢ The Guidance notes on Accountants Report on profit forecasts considered th of this clause and
made it clear that the CA can participate in the preparation of the profit or fi | forecasts and review them.
¢ In the instant case, Mr. Shankar is deemed to be guilty as it appear ertified the financial
forecast without taking adequate safeguards.
Comment on the following with reference to the Chartered Acco
Act, 1949 as amended by the Chartered Accountants (Amendmen Clause 3
8 2006 and schedules thereto: M08 4 of Part |
As a Chartered Accountant in practice, you are asked to co PM of Second
of the "Profit Forecast" prepared by a Company in confectio i Schedule
application for a Term loans from a bank.
Under Clause 3 of Part | of Second Schedule, to T 49, a CA in practice is deemed to be
guilty of professional misconduct if he permits his game o name of his firm to be used in connection
with an estimate of earnings contingent upon fu ions in a manner which may lead to the
Ans: belief that he vouches for the accuracy of the for e guidance note on accountants report on
profit/financial forecast" provides that profi ecasts can be prepared or reviewed by a CA provided he
discloses in his report the sources of informa is of forecasts and major assumptions involved
and so long as he does not vouch for the accura®dfof the forecast. Hence, the offer can be accepted if the
above guidance note is complied wit
Give your comments with referencgfto Chartered Accountants Act, 1949
and Schedules there to. “Mr. 'E', icing Chartered Accountant, was
requested by one of his client bjection for next five years
and also a report on the sa r. 'E' aftér having prepared the same
stated in his report ‘The s infgrmation, the basis of forecasts Clause 3
9 and also the major assump arriving at the forecasts. He also M14 4 of Part |
stated that he does not vouc\fo ccuracy of the forecasts”. PM of Second
Hint: Schedule
Certification of Fin : As per Clause (3) of Part | of Second
Schedule to the , there is no violation of the Chartered
Accountants A its Regulations.
Do you approve folgbwing? If not, why?
“A firm of @hartered AcCOuntants was appointed by a company to evaluate the
costs of th oducts manufactured by it for its information system.
One of the partners gk the firm was a Non-Executive Director of the company.
Hint: NO1 Clause 4
10 | As of case, the firm has been retained to evaluate the cost NO4 4 of Part |
anufactured by it for its Information System. It is a part of N14 PM of Second
ent consultancy service of the firm and moreover its partner Schedule
board. Hence, the firm can perform this assignment and it will
stitute misconduct. However, the firm while accepting theposition
itor in future would have to consider whether it would be possible
im to act in independent manner and express opinion on FSs.
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Comment on the following with reference to Chartered Accountants Act,
1949 and schedules thereto:
Mr. Shah, a Chartered Accountant certified the financial statements of a
company in which his wife is a Director holding substantial interest. 4
11 | Hint: Mo04 of Part |
PM econd
In the given case Mr. Shah, Chartered Accountant, has certified the chedule
financial statements of a company in which his wife is a director with
substantial Interest. Hence this amounts to professional misconduct,
which attracts Clause (4) of Part | of second Schedule to the CAs Act, 1949.
Comment with reference to the Chartered Accountants Act, 1949 and
Schedules thereto: “P, a Chartered Accountant in practice, accep
appointment as statutory auditor for LMN Pvt. Ltd. Q, brother of P, ﬁ’
substantial interest in LMN Pvt. Ltd”. Clause 4
. of Part |
12| Hint: of Second
As per clause (4) of part | of Il schedule, a CA is deemed to be Schedule
professional misconduct if he expresses his opinion on FSs in which hNfirm
or a partner has substantial interest. As per Council General ,
the above restriction is also made applicable for relatives
Give your comments with reference to the Companies d the
Chartered Accountants Act, 1949 and Schedules t
“Mr. A has been appointed statutory auditor of a ited company
where his spouses 'sisters' husband is having 759 ownershi Clause 4
13 | Hint: N12 PM of Part |
of Second
AS per AS 18 spouses sister's husband is Schedule
the term relative. Therefore, appointment statutory auditor
in such company would not amount to profé€sional misconduct as per
clause (4) of Part | of Second Schedyle to the CARAct, 1949
Comment on the following with rence to the Chartered Accountants
Act, 1949 and schedules there
“The superannuation-cum-p the employees of a company
was under a separate "trust the comMpany and the trust were under
the same management. T,
company as well as the t
of the trust and commentequp
report given to the Clause 5
14 | in his reportont NO6 PM of Part |
Hint: of Second
. . s . Schedule
On similar fofts it was Meld by the Supreme Court in Kishorilal Dutta V/s
P.K. Mukhetje s the duty of the Chartered Accountant to have
disclose e reg es and contravention to the beneficiaries of the
fundin nt of accounts signed by him.
Accordingly, ig th# present case also it has to be held that the Chartered
Accountant is guilty of professional misconduct if the amount of
rities is proved material.
Coygflent Bn the following with reference to the Chartered Accountants
Act, 49 and schedules thereto: Clause 5
A pracficing Chartered Accountant was appointed to represent a company NO7 PM of Part |
befdgfe the tax authorities. He submitted on behalf of his clients certain of Second
i mation and explanations to the authorities, which were found to be Schedule
alse and misleading.
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Ans:

¢ As per clause 5 of Part | of Second Schedule if a member in practice fails to
disclose a material fact known to him which is not disclosed in a financial
statement but disclosure of which is necessary to make the financial
statement not misleading where he is concerned with that financial
statement in a professional capacity, he will be held guilty under clause (5).
As per clause 6 of Part | of Second Schedule if he fails to report a material
misstatement known to him to appear in a financial statement with which
he is concerned in a professional capacity, he will be held guilty under clause.

¢ In present case, the CA had submitted the statement before the taxation
authorities. These statements are based on the data provided by the
management of the company. Although the statements prepared wer
based on incorrect facts and misleading, the Chartered Account
had only submitted on the instructions of his client as his authorize
representative. Hence the Chartered Accountant would not be held
liable for professional misconduct.

16

Comment on the following:
“Mr. J, a Chartered Accountant has identified that ABC Ltd. ha

prepared ignoring the same”.
Hint:

professional misconduct under Clause (5) of Part |
the CAs Act, 1949.

Mo04
N11 PM

Clause 5
of Part |
of Second
Schedule

17

Answer the following:
“Loans were given out of the funds of an Emplo ident Fund to the
employer company in contravention of the applic rules. As the auditor
of the said Provident Fund, M disclo he contravention to the Trustees
of the fund, but failed to doso to t embers of the fund”. Comment.

Hint: Held guilty of professional ct ynder Clause 5 of Part | of
Second Schedule.

M09
PM

Clause
5 & 6 of
Part | of
Second
Schedule

18

“Can a Practicing Chartereg Acc ant be held guilty of professional
Misconduct under the follRRg stances? Give your views with
reasons in brief:

The Cashier of a co
proceeds thereof. THhis during the course of the accounting
year. The Chief Ac company also did not know about fraud.

ditor did not exercise proper skill and care and
in a desultory and haphazard manner. With this

proceedings agai¥st the auditor. Discuss the position of the auditor with
to the disciplinary proceedings.”

NO3 PM

Clause 7
of Part |
of Second
Schedule

auditor for gross negligence.

it appears that the auditor did not exercise proper skill and care and that he performed his

o As gerdbA 240, it can be concluded that the auditor did not plan and perform the audit with an attitude
of ppbfessional skepticism. Thus having regard to this and a fraud has actually taken place during the
, committed by the cashier, it is reasonable to think that prima facie there is a case against the
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e Clause (7) of Part | of second schedule requires that it is the duty of an auditor to bring to bear in the
work he has to perform that skill, care & caution as per circumstances in an honest le
manner. Thus such instances require reference to Disciplinary Committee of the Council of t

Comment on the following with reference to the Chartered Accountants

Act, 1949 and schedules there to:

“CA ZZ who conducted ABC audit of a Marathi daily 'New Era' certified

the circulation figures based on Management Information System Report Clause 7

(M.L.S. Report) without examining the books of Account. of Part |

19 | Hint; of Second

Certification of circulation figures based on statistical information without Schedule

cross verification with financial records amounts to gross negligence

failure to exercise due diligence. Hence CA ZZ is guilty of professj

misconduct as per clause 7 of part | of Second Schedule of CA Act, 1949.

Give your comments with reference to Chartered Accountants 1949

and Schedules thereto.

“Mr. D, a practicing Chartered Accountant, did not complete hi Clause 7

relating to the audit of the accounts of a company and ha subm M13 of Part |

20 | his audit report in due time to enable the company tofcomplyfgith the PM 4 of Second
statutory requirements.” Schedule

Hint:

The auditor is guilty of professional misconduct

Mr. Brainy, a Chartered Accountant in practice, i@the audit

He advised the Managing Director of the company

negotiation' in sales, to reflect higher profit Clause 7

obtaining bank loans in future. Mr. Brainy, the\gajge of Part |

the balance sheet prepared accordingly withou®examining the accounts. of Second

Hint: Grossly Negligent and Bringing Disrepute$# the Institute: In the Schedule

21 | given case, Mr. Brainy, a Charteged Accountant in practice, is grossly PM & Clause
negligence in conduct of his prgfe al duties by issuing clean reports (2) of
on the balance sheet witho e accounts. Further, he has Part IV of
also brought disrepute to y advising unethical practice the First
to the managing director pany. Therefore, Mr. Brainy will be Schedule
held guilty for profession isconduct under abovementioned

Clauses to the Chartered Ao s Act 1949

Give your comme rehce to the Chartered Accountants Act,

and schedules thgfreto: Clause

“Mr. A, a Chartefe counyht was the auditor of 'A Limited'. During the 278 of

29 Financial ye he investments appeared in the Bala_nce Sheet NO9 PM 4 Part | of
of the com lakhs and was the same amount as in the last Second
year. La und that the company's investments were only

. . Schedule
Rs 25,0 value of investments was inflated for the purpose of
obtaining Nigher ajhount of Bank loan.”
¢ The primary'duty of physical verification and valuation of investments is of the management. However,
e auditor's duty is also to verify the physical existence and valuation of investments placed, at least
v fist day of the accounting year. The auditor should verify the documentary evidence for the
st/value and physical existence of the investments at the end of the year. He should not blindly rely
uph the Management's representation (MR).
) the instant case, such non-verification happened for two years. It also appears that auditors failed
o confirm the value of investments from any proper source. In given case auditor has simply relied
on the management's representation and has failed to perform his duty.
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¢ Accordingly, Mr. A, will be held liable for professional misconduct under clauses (2), (7) and (8) of Part
-1 of the Second Schedule to the Chartered Accountants Act, 1949.
Give your comments with reference to the Chartered Accountants Act,
and Schedules thereto:
“Mr. X, a practicing Chartered Accountant, issued a circulation certificate for a M10
23 | periodical on the basis of outward memos, which was later found to be false.”
Hint: PM of Second
. . . . . . Schedule
Failure to Obtain Information: Held guilty of professional misconduct
under Clause 8 of Part | of Second Schedule.
Comment on the following with reference to Chartered Accountants Act,
1949 and schedules thereto:
Mr. Jain, a Chartered Accountant certified the circulation of "Good Lu Clause 8
a weekly magazine without examination of financial records and other 0 of Part |
24 . 4
required documents. N M of Second
Hint: Schedule
Failure to Obtain Information: Held guilty of professional misconN\fct
under Clause 8 of Part | of Second Schedule. P~
Give your comments with reference to the Chartered Afcount Ct,
1949 and Schedules thereto.
“Z, a practicing Chartered Accountant issued a certifi o on of
a periodical without going into the most elementgfy detafs of how the Clause 8
circulation of a periodical was being maintained i.e gy notfo ginto the
. . - M12 of Part |
25 | financial records, bank statements or bank pass b examining PM 4 of Second
evidence of actual payment of printers bills and by no g to ascertain
. . Schedule
how many copies were sold and paid for.”
Hint:
Failure to Obtain Information: Held guilty of fessional misconduct
under Clause 8 of Part | of Second Swule.
Give your comments with refere the Chartered Accountants Act,
and Schedules thereto:
“Mr. Z, a practicing Charteredf@ccountant,Jfeceived a sum of Rs 1 lack
on 1.9.2009 from a client ds to leave abroad for a period of
a year, with a request that{@§ ax liabilities to be paid over the
three installments. On 15th , 2009, 15th December, 2009 and Clause 10
15.3.2010. After remity t inJallment of advancetaxon 15.9.2009, | M10 of Part |
26 17 did not keep the y in a separate Bank account and he is PM 3 of Second
of the opinion hefii %, the money within reasonable time as per Schedule
payment schedule of ax.”
Hint:
Mr. Z sho ha the balance money after remitting the first
installmerft of adyance tax into a separate bank A/c. Hence he is guilty
of profess iscpnduct under Clause 10 of Part | of Second Schedule.
Comment on the¥ollowing with reference to Chartered Accountants Act,
19¢3 and schedules thereto:
“A ffistitution entrusted Rs 10 lakhs with its auditors M/s Ram Clause 10
artered Accountant firm, to invest in a profitable portfolio. | Mo04 of Part |
27 grs pending investment of the money, deposited it in their Savings PM 4 of Second
ount and no investment was made in the next three months.” Schedule
e present case by depositing the client's money by M/s Ram & co. a
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firm of Chartered Accountants, in their own savings bank account, the
auditors have committed a professional misconduct. Hence in the present
case, M/s Ram & Co. will be held guilty of professional misconduct under
Clause 10 of Part | of second schedule to the Chartered Accountant, Act,
1949.
Comment on the following with reference to the Chartered Accountants
Act, 1949 and schedules thereto:
“M/s XYZ a firm of Chartered Accountants received Rs 2 lakhs in January,
2006 on behalf of one of their clients, who has gone abroad and deposited
the amount in their Bank account, so that they can return the money to Clause 10
the client in July, 2006 when he is due to return to India.” of Part |
28 | Hint: > of Second
XYZ received the money in January, 2006 which is to be paid only in Ju Schedule
2006 hence it should be deposited in a separate bank account. Since in
this case XYZ have fails to keep the sum of Rs. 2 lakhs received
of their client in separate Bank A/c, therefore it is amounts to profe
misconduct under clause 10 of part | of Second schedule tgs&\ Act,
Comment on the following: “M/s. ABC, a firm of Chartgred A Mis
received Rs. 2 lakhs in March, 2014 from a client to pay . conduct
However, the firm has used that money for its owngurp under
29 | adjusted the same with the outstanding fee payalffe.” N14 4 Clause 10
Hint: of Part |
Held guilty of professional misconduct under@lause 1Qfof Part | of of Second
Second Schedule. Schedule
“A Chartered Accountant in practice had ¢n the application
made by his articled clerk to the Council for ission to study that the
normal working hours of his office were 11 a. 6 p.m. and the hours
. . . Clause 1
during whole the articled clerk w8 required t& attend college classes MO03 of Part II
30 |were 7 a.m. to 9.30 am. On i from Principal of College, it was M12 4
. . of Second
ascertained that the articled ¢ ajtend classes from 10 a.m. to PM Schedule
1.55 p.m. The Chartered Acc d ignorance about the articled
clerk attending the college ¢la during office hours. Will the Chartered
Accountant be held guilt | misconduct?”
Failure to Observe the Re
¢ Asperclause(1)o d schedule to CA Act 1949, a member shall be held guilty of professional
misconduct if hg co any provision of the Act or Regulations made there under.
* In the prese ticled clerk must have not been attending office on regular basis and
Ans: explanatiog of the rtered accountant cannot be accepted particularly in view of fact that the

id not obtain certificate from the principal to confirm the timings. It is also quite
would be availing leave quite after and coming late to the office.

ircumstances, the chartered accountant is guilty of professional misconduct in regard
s professional duties.

Comment on the following with reference to the Chartered Accountants

Clause 1

49 and Schedules thereto:
. . MQ5 of Part Il

firm of Chartered Accountants has taken a loan for acquiring 4
. . . . . N14 PM of Second
ters; from a company whose Managing Directors' son is an Articled Schedule
ith A, a partner of M/s. ABC”

e Adpper Clause (1) of Part Il of second schedule, a Chartered Accountant is deemed to be guilty of
ofessional misconduct if he contravenes any of the provisions of the CAs Act, 1949 or Regulations
made there under.
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* Regulations, 47 of the CA's Regulations, 1988 prohibit a member from accepting any premiums or loans
or any deposit in any form from an articled clerk directly or indirectly.

¢ However, M/s ABC has taken loan from a company, whose Managing Director happens to be r
articled clerk with Mr. A, a partner of M/s ABC.

¢ In the given case, the articled 'has no direct interest in that company. There has @een € Wherein

a Chartered Accountant was guilty of professional misconduct because he took m a firm in
which the articled clerk and his father were both interested.

¢ As per the facts, articled trainee has no direct interest in the company. Hoyevel\ nship, direct
or indirect can be established, Mr. A of M/s ABC would be held liable for Wl misconduct thus,
M/s ABC would be guilty of professional misconduct under this clause jigiiais proved®hat the loan was
related to the engagement of the articled clerk.

Comment on the following with reference to the Chartered Accountants

Act, 1949 and Schedules thereto: Clause 1

“Mr. C accepted the statutory audit of M/s PSU Ltd., whose ne of Part II

32 | is negative for the year 2014-15. The audit was to be conducted fo 05 PM 5 of Second

year 2004-05. The audited accounts for the year 2014-15 sh Schedule

for payment of tax audit fees of Rs 15,000 in favor of Mr

auditor.”

Accepting Appointment as an Auditor:

¢ As per notification issued by the council under f Part Il of the second schedule to CA Act,

1949, a member of the ICAl in practice shall be fleemed tOgpe guilty of professional misconduct It he
disputed audit fee of another Chartered

Accountant for carrying out statutory audifunder C nies Act, 1956/2013 or any other statutes has

Ans: not been paid.
¢ However, such prohibition shall not apply in Mse of a sick unit where a sick unit is defined to mean
"where the Net worth is negative.
¢ In the given case though the undigouted fees are unpaid, Mr. C would still not be guilty of professional
misconduct since the M/s PSU |fd. ick Unit having negative net worth for the year 2003-04.
Comment on the following witll reference ¥ the Chartered Accountants
Act, 1949 and schedules theréto
A is the auditor of Z Ltd., wiflich has over of Rs. 200 crore. The audit
fee for the year is fixed at lakHs . During the year, the company Clause 1
offers A a an assighnment of M ent consultancy within the meaning M07 of Part II
33 | of Section 2(2) (iv) of. 949 for a remuneration of Rs. 1 crore. A 4
seeks your advice ing the assignment PM of Second
¥ d & ) Schedule
Hint:
Refer Counci al Guiglelines - Chapter IX: Held guilty of professional
misconduﬂnder 1 of part Il of Second Schedule.
Comment owing with reference to the Chartered Accountants
Act, 1949, and ules to the Act:
“CA. Smart, a CAin practice runs his proprietorship firm as “M/S Smart & Clause 1
Co. | gross receipts are in excess of Rs. 40 Lakh. He maintains | case of Part II
34 poclet diary in which he writes the fees received from various |  study of Second
ed on his record, he prepares and files his income tax return.” PM Schedule
er Chapter V of the Council General Guidelines, 2008.
| pocket Diary maintained by CA Smart cannot be books of accounts.
ce Mr. Smart, being a practicing Chartered Accountant will be held




Chapter- 22 Professional Ethics

22.60

guilty for professional misconduct for violation of Council General
Guidelines, 2008.

The manager of ZedEx (P) Ltd. approached CA Vineet in the need of a
certificate in respect of a consumption statement of raw material. Without
35 | having certificate of practice (CoP), CA Vineet issued the certificate to the
manager of the company, acting as a CA in practice and applied for the
CoP to the Institute on very next day to avoid any dispute.

PM

Schedule

to the Chartered Accountants Act, 1949, a member of the Institute, whet
deemed to be guilty of professional misconduct, if he contravenes any of
regulations made there under or any guidelines issued by the Council.

This clause requires every member of the Institute to act withi

Ans: | by a member would amount to misconduct

In the given case, CA Vineet has issued a certificate in respect of a
to the manager of ZedEx (P) Ltd., as a Chartered Accountantin prac
the CoP to the Institute, thereby contravening the provi
Act, 1949.

Therefore, CA Vineet will be held guilty of professiona
Second Schedule to the Chartered Accountants Aﬁ

Issuing Certificate without having Certificate of Practice: As per Clause (1) of

ork of the Chartered
Accountants Act and the Regulations made there under. Any violation eit f the A

n statement of raw material
e when he had not even applied for
6 of the Chartered Accountants

iscondylt in terms of Clause (1) of Part Il of
ravention of provisions of this Act.

econd Schedule
ctice or not, shall be
s of this Act or the

ct or the Regulations

Comment on the following:
“Mr. D, who conducts the tax audit u/s 44AB of Incomegax Act, 1961
of M/s ABC, a partnership firm has received the au f Rs 25,000 on Clause 1
36 progressive basis in respect of the tax audi ear,ended 31-3-2015. PM of Part Il
The audit report was however signed in 25-0 of Second
Hint: Schedule
Refer Council General Guidelines - pter X: will not be held guilty
for misconduct.
Mr. Hopeful, an aspiring st approached Mr. Witty, a
practicing Chartered Accougfant, for tM purpose of articleship. Mr.
Witty; the principal, offere ipend at the rate of f 2,000 per month
to be paid every sixth m fth interest at the rate of 10% per Clause 1
annum compounded mon compensate such late payment on plea of Part Il
37 | that cycle of professional re€gi om clients is six months. Mr. Hopeful PM of Second
agreed for such la in the hope of getting extra stipend in the Schedule
form of interest,
Mr. Witty, howeter, burse salary to all of his employees on time.
Hint: In the gi Mr. Witty has failed to make the payments of
stipend to assistfnt every month in accordance with Regulation
48. The cled assistant will be compensated with extra sum
in the f est on late payment is not relevant and the plea that
cycle of professiogal receipts from clients is six months is not acceptable
as Mr. Witty h isbursed salary to all of his employees on time.
refore, Mr. Witty is guilty of professional misconduct under Clause (1)
o) e Second Schedule to the CA Act, 1949 as he has contravened
Re tion"48 by not making the payment every month.
Clause 1
3 Writ short notes on Record of Audit Assignments (as required by ICAl PM of Part Il
regflations). of Second
Schedule
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In exercise of the powers conferred by Chapter 8 of Council General Guidelines 2008, the Council of
ICAI specified that a member of the Institute in practice shall be deemed to be guilty of
misconduct, if he holds at any time appointment of more than the "specified number” of audit as
of the companies u/s 224 and/or Section 228 of the Companies Act, 1956 (Now u/s 141(3)(g) and
the Companies Act, 2013). As a part of this clause, to meet its requirements, a CAs in pr
firm in practice shall maintain a record of the audit assighments accepted as laid oufgin g
by the Council of the ICAl under Part Il of Second Schedule to the CAs Act, 1949 i
Ans: audits containing following particulars:
¢ Name of Company Audit/Assignment.
¢ Regn. No.
¢ Date of appointment with Registrar of Companies.
¢ Date of acceptance.
¢ Date on which form 23B filed (Now Form ADT-1 as per the provisions an s made under Co. Act,
2013).
Comment on the following with reference to the Chartered Accoun s
Act, 1949 and schedules thereto:
AB & Co., a firm of Chartered Accountants, included the game o
partner while filing an application for empanelment as a Clause 3
39 | Sector bank branches. It was subsequently noticed that NO7 PM 4 of Part Il
application, P was not a partner with AB & Co. of Second
. Schedule
Hint:
Held guilty of professional misconduct under claus f Pa of second
schedule.
Mr. P and Mr. 0 are running a firm of ChaNeryg ountants in the
name of M/s PO & Co. On 23.05.2015, they inc{ded the name of Mr. R,
a practicing Chartered Accountant, without his k ledge, as a partner
mpanelment as auditor for Public
owever, they added Mr. R as a
Clause 3
of Part Il
40 PM
of Second
Schedule
Q have submitted wroMginforphation to the Institute. Therefore, Mr. P and
Mr. Q, both, wguld be hel§ guilty of professional misconduct under Clause
(3) of Part ll of t ond gEhedule to the Chartered Accountants Act, 1949.
Refer KYC
Norms
given
Write short notes on “Importance of KYC requirements for a Chartered under
41 \ o N14 4
A nt's practice”. Clause 1
of Part Il
of Second
/ Schedule
M/s AJKS, a firm of Chartered Accountants, having three partners accepts
4 an gefdit assignment of a private limited company for a fee of Rs. 4,000 N15 4
y. Comment.




Chapter- 22 Professional Ethics

22.62

Hint:

Prescribed minimum audit fees by ICAl is recommendatory, not mandatory
in nature. Therefore acceptance of audit assignment by M/s ASKS, a firm
of CAs having 3 partners, of a private limited company for audit fees of
Rs. 4000/- in not violation of any provisions. Therefore M/s ASKS will not
be held liable for guilty of misconduct.

MNC Pvt. Ltd. appointed CA. Posh for some professional assignments like
company's ROC work, preparation of minutes, statutory register etc. For
this, CA. Posh charged his fees depending on the complexity and the time
spent by him on each assignment.

43 PM
Later on, MNC Pvt. Ltd. filed a complaint against CA. Posh to the ICAI
he has charged excessive fees for the assighments comparative t
scale of fees recommended by the Committee as well as duly considere
by the Council of ICAI.
Charging Excess Fees: The prescribed scale of fees for the professi Mfnents done by the chartered
accountants is recommendatory in nature.
Charging an excessive fee for a professional assignm bnstitute any misconduct in the
context of the provisions of the Chartered Accountants gct, 19 regulation made there under since
the matter of fixation of actual fee charged in individual\ggses depghds upon the mutual agreement and
Ans | understanding between the member and the clie
In the given case, CA Posh has charged excess fefs co ive to the scale of fees commended by the
Committee as well as duly considered by the Coullil of ICAI. Jh this context, it may be noted that the scale
of fees is the minimum prescribed scale of fees.
From the above facts and provisions, it m cluded that CA Posh is not liable for any misconduct
under the CAs Act, 1949. Therefore, the con n MNC Pvt. Ltd. is not tenable.
OTHER QUESTIONS RELATED TO THE CHARTERED ACCOUNTANT ACT, 1949
A
. Refer
No. Question Bank Exam | Marks cle
Point
7
Give your comments with fe ce to the Companies Act, 1956 and the
Chartered Accountants Ac edules thereto:
“K, Chartered Accountant in ce afa sole proprietor at Chennai has an office
in the suburbs of Chennai. D crease in the income tax assessment work,
he opens another o income tax office. For running the new office,
he has employed i come Tax Commissioner.
Hint: N12 SefC-CZA7
1 | ® Inthe give in practice having an office in the suburbs of Chennai | N15 4 o
opens angthe Income tax office and employs a retired Income Tax | pPM Act,
Commi ning the office. The following contentions may arise: 1949
e If the cePetween the two offices is within 50 km, there will be no
misconduc K will be liable to declare which one is his main office.
o [f the distance between the two office is more than 50 km, than K will be
isconduct as he has employed not a member of institute but an
me ¥ax Commissioner to run 'the office.
Sec. 27
Writepphort notes of the following: NO2 4 of CA
“Majhitenance of Branch Offices by a Chartered Accountant in practice.” PM Act,

1949
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Is there any misconduct on the part of a Chartered Accountant in the following
circumstances:

“Mr. G, a Chartered Accountant in practice as a sole proprietor has an office
in Mumbai near Church Gate. Due to increase in professional work, he opens
another office in a suburb of Mumbai which is approximately 80 kilometers away
from his existing office. For running the new office he employs three-retired
Income-tax Officers.”

Hint: In the given case the second office is situated beyond 50 Kms of municipal
limits of Mumbai City, therefore Mr. G. would be liable for committing a
professional mis-conduct.

Comment on the following:

MO02

CA
Act,
1949

Ans

¢ A chartered accountant not holding COP cannot take up any o
to violation to the relevant provisions of the CAs Act, 1
not holding Certificate of Practice, he cannot take up
separable from his capacity to practices as a member
becomes a member of the Institute he is bound by th
1949 and its Regulations.

ice work in any other capacity
e. This is because once a member

¢ If he appears before the Income tax authoritigs, he i doing so in his capacity as a chartered

accountant and a member of, the Institute.

¢ Thus in the given case a chartered accouptant wo
Tax authorities for the period he remains
professional misconduct.

t be allowed to represent before the Income
Accordingly in the present case he is guilty of

ce to the@artered Accountants Act,

Comment on the following with refer
1949 and schedules thereto:

Mr. A, a practicing Chartered Accou
conduct training programmes for
Hint:

The council of the ICAI, in terghs of ¢ jv) of section 2(2) of CAs Act, 1949, has
resolved that the services that erenglered by a member in practiceinclude the
entire range of management c y services. The expression "Management
Consultancy services" i hecouncil includes both personal recruitment
and selection and ¢ ng programmes and or studies. Therefore, a
Chartered Account#nt™s did not commit any professional misconduct by

greed to select and recruit personnel,

N98
NO7

M15
PM

Sec.
2(22)
of CA

Act,
1949

“L, a Charte ccoultant did not maintain books of account for his professional
earnings on the

the "Council General Guidelines 2008, under Chapter 5, the Institute
ified that if a CA in practice or firm of CA of which he is a partner fails

of acgount including the cash book and ledger, he is deemed to be guilty of
ssional misconduct.

MO05
PM
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¢ Accordingly, it does not matter, whether section 44 Income Tax Act, 1961
applies or not. Hence, Mr. L is guilty of professional misconduct

M. S, a practising Chartered Accountant agreed to provide "Portfolio Management
Services" to his client M/s. D Limited.
Comment with reference to the Chartered Accountants Act, 1949.

Sec. 2
Hint: As per Section 2 (2) of CA Act, 1949, it is specifically staed that CA in (2)
practice is are not permitted to undertake the activities of broking, underwriting$
and portfolio management Services. In view of this Mr. S would be guilty of

misconduct under the Chartered Accountants Act, 1949.




