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Foreword

T

he objective of the Committee on Ethical Standards &
Unjustified Removal of Auditors (CESURA) is to examine
various issues of professional ethics governing the members
and to safeguard the independence of Auditors.
In the emerging scenario of the globalized world, it is a challenging
task to formulate a dynamic contemporary Code of Ethics with the
edge of competitiveness, excellence and professionalism.
Since its inception, this Committee in a pro-active manner has
deliberated upon various ethical issues concerning the profession and,
while appreciating the implications of the emerging socio-economiclegal norms, made various Recommendations to the Council and the
Council considered the Recommendations of the Committee. The
Committee has also interpreted/clarified various guidelines/directions
of the Code of Ethics keeping in view the general interest of the
profession and the imperative need to ensure the independence, public
interest and integrity of the profession.
The Institute is receiving various queries from members on various
issues of Code of Ethics and they have every right to know the position
at the earliest. Right to information is an inalienable right of the
members. Indeed, it is a pleasure for me to know that the CESURA
has brought out an informative booklet on Frequently Asked
Questions on Code of Ethics and other related issues.
I am confident that members will be benefitted by this timely and
sincere effort of the Committee. This publication will contribute in
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proper dissemination of information on Code of Ethics amongst the
members and members will feel more confident and well-equipped
to carry out their jobs.
I would like to place on record my deep appreciation for the efforts
put in by Shri Abhijit Bandyopadhyay, Chairman, CESURA,
members of the Committee and Dr. Alok Ray, Secretary of the
Committee for this commendable job.

SUNIL GOYAL
President
New Delhi
10th August, 2004
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Preface

T

he Committee on Ethical Standards & Unjustified
Removal of Auditors (CESURA) came into existence in
September 1988 from a merger of the erstwhile 'Ethical
Standards Committee' (constituted in 1975) & 'Committee on
Unjustified Removal of Auditors' (constituted in 1981).
The mission statement of the Committee is “To work towards
evolving a dynamic and contemporary Code of Ethics and ethical
behavior for members while retaining the long cherished ideals of
“excellence, independence, integrity” as also to protect the dignity
and interest of the members”.
While functioning, the Committee felt the imperative need to
respond the frequently asked queries/questions immediately.
Educating members in the observance of proper ethical standards of
conduct is a task of highest priority. To ensure good corporate
governance across the globe, the members have to be well conversant
with the various emerging ethical issues of the profession.
In this booklet, sincere effort has been made to formulate questions
based on the queries raised frequently by the members and questions
likely to be posed on various issues involved. To make the booklet
exhaustive, we have included relevant extracts of the Chartered
Accountants Act, 1949 and format of the Complaint etc. in the
Appendix. It is most likely that members may have various other
queries and the Committee is inviting such suggestions for
improvement of the FAQs.
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I gratefully acknowledge the inspiration and guidance of our
President, Shri Sunil Goyal, FCA and Vice-President, Shri Kamlesh
S. Vikamsey, FCA to accomplish this task. I am grateful for the support
and co-operation of Dr. Ashok Haldia, Secretary of the Institute.
I am indebted to Shri P. K. Sharma, FCA, Shri Sunil Talati, FCA,
other members of the Committee and my Council colleagues for their
valuable suggestions to improve the FAQs.
I appreciate the co-operation rendered by Shri G. D. Khurana,
Director, Shri Sanjeev K. Khera, ACA and officials of the Committee
Secretariat.
I sincerely compliment and deeply appreciate Dr. Alok Ray, Secretary
of this Committee for his efforts and contribution in bringing out this
booklet.
I am sure that this booklet on FAQs will be of immense help to the
members in discharging their onerous responsibilities as well as to
ensure independence and compliance of ethical standards, which is so
dear to their heart.

ABHIJIT BANDYOPADHYAY
Chairman
Committee on Ethical Standards &
Unjustified Removal of Auditors (CESURA)
New Delhi
10th August, 2004
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Introduction

Q

1. What is Code of Ethics?

Every profession has its own Code of Ethics be it medical, legal or accountancy.
The Chartered Accountants Act, 1949 has been enacted by the Parliament for
the regulation of the profession of Chartered Accountants and for the purpose of
carrying out the object of the Chartered Accountants Act, 1949, the Chartered
Accountants Regulations, 1988 have been enacted.

The Chartered Accountants Act, 1949 has two schedules i.e. First Schedule
& Second Schedule.
The First Schedule has three parts:
Part I - Professional misconduct in relation to Chartered Accountants in
Practice.
Part II - Professional misconduct in relation to Members of the Institute in
Service.
Part III - Professional misconduct in relation to Members of the Institute
generally.
The Second Schedule has two parts:
Part I - Professional misconduct in relation to Chartered Accountants in
Practice requiring action by a High Court.
Part II - Professional misconduct in relation to Members of the Institute
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generally requiring action by a High Court.
Section 22 of the Chartered Accountants Act, 1949 defines Professional
misconduct. Acts or omissions which comprise professional misconduct within
the meaning of Section 22 of the Chartered Accountants Act, 1949 are defined
in these two schedules.
These two schedules along with the decisions of the Courts on professional
misconducts, decisions, directions, guidelines, clarifications as well as
interpretations of the Council on the various clauses of these two schedules
constitute the Code of Ethics for the accountancy profession.

Q

2. What is professional misconduct?
Section 22 of the Chartered Accountants Act, 1949, defines professional
misconduct as follows:
“For the purposes of this Act, the expression “professional misconduct” shall be
deemed to include any act or omission specified in any of the Schedules, but
nothing in this section shall be construed to limit or abridge in any way the
power conferred or duty cast on the Council under sub-section (1) of Section 21
to inquire into the conduct of any member of the Institute under any other
circumstances.

Q

3. What is other misconduct?
A member is liable to disciplinary action under Section 21 of the Chartered
Accountants Act, if he is found guilty of any professional or other misconduct.
Other misconduct has not been defined in the Act. This provision empowers the
Council to enquire into any misconduct of a member even if it does not arise out
of its professional work. This is considered necessary because a chartered
accountant is expected to maintain the highest standards of integrity even in
his personal affairs and any deviation from these standards, even in his nonprofessional work, would expose him to disciplinary action. For example, a
member who is found to have forged the will of a relative, would be liable to
disciplinary action even though the forgery may not have been done in the
course of his professional duty.
Other misconduct would also relate to conviction by a competent court for
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an offence involving moral turpitude punishable with transportation or
imprisonment or to an offence not of a technical nature committed by the
member in his professional capacity [Section 8 (v) of the Act].
In the absence of a statutory definition of other misconduct, the question
whether a particular act or omission constitutes other misconduct has to be
decided on the facts and circumstances of each case. Attention of the members,
in this context, is invited to the judgement dated 10th September, 1957 of the
Supreme Court in “Council of the Institute of Chartered Accountants of India
and another vs. B. Mukherjea” - published by the Institute in Disciplinary Cases
Volume III-pages 413 to 422. After examining the nature, scope and extent of
the disciplinary jurisdiction, which can be exercised under the provisions of the
Act, the Supreme Court observed as under:
“We, therefore, take the view that, if a member of the Institute is found, prima
facie, guilty of conduct, which, in the opinion of the Council renders him unfit
to be a member of the Institute, even though such conduct may not attract any
of the provisions of the Schedule, it would still be open to the Council to hold an
enquiry against the member in respect of such conduct and a finding against
him, in such an enquiry, would justify appropriate action being taken by the
High Court.”

Q

4. Why there are two schedules? Is there any distinction
between the two schedules?
Section 21 of the Chartered Accountants Act, 1949 prescribes procedure in
inquiries relating to misconduct of Members of Institute.
Where the member has been guilty of a professional misconduct specified in the
First Schedule, the Council has the power to impose the following penalty after
affording to the member an opportunity of being heard:
(a) reprimand the member;
(b) remove the name of the member from the Register for such period, not
exceeding five years, as the Council think fit.
However, where it appears to the Council that the case is one in which the
name of the member ought to be removed from the Register for a period
exceeding five years or permanently, it shall forward the case to the High Court
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with its recommendations thereon.
Where the member has been guilty of professional misconduct specified in
the Second Schedule, the Council shall forward the case to the High Court with
its recommendation thereon. For the misconduct under Second Schedule, only
the High Court has been empowered to impose the penalty. The Two Schedules
are at Appendix 2.

Q

5. Who is a member of the Institute?
Regulation 2(1) (x) of the Chartered Accountants Regulations, 1988 defines
'member' as follows: 'Member' means a member of the Institute.
Section 3(1) of the Chartered Accountant Act, 1949 provides “All persons
whose names are entered in the Register at the commencement of this Act and
all persons who may hereafter have their names entered in the Register under
the provisions of this Act, so long as they continue to have their names borne on
the said Register, are hereby constituted a body corporate by the name of the
Institute of Chartered Accountants of India, and all such persons shall be known
as members of the Institute.”
Section 5(1) of the Act divides the members into two classes designated
respectively as (1) associates and (2) fellows.
However, Explanation II of Section 21 provides that: “For the purposes of
procedure in inquiries relating to misconduct of members of Institute, 'Member'
includes a person who was a member of the Institute on the date of the alleged
misconduct although he has ceased to be a member of the Institute at the time
of the inquiry”.

Q

6. What will be the procedure where a member is guilty of
charges both under the First Schedule and Second
Schedule to the Act?
In a case where the member is guilty of charges both under the First and Second
Schedules to the Act, the Council has decided that it should (i) pass orders for
the charges falling under the First Schedule; and (ii) forward the case to the
High Court with its recommendations on the charges falling under the Second
Schedule. The Council decided that while forwarding the case to the High Court
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under Section 21(5), it should be mentioned that the Respondent has also been
found guilty in respect of other charges falling under the First Schedule for
which a separate order will be passed by the Council under Section 21(4).

Q

7. When shall a member be deemed to be in practice?
Section 2(2) of the Chartered Accountants Act, 1949, the term “to be in
practice” defined as follows:
“A member of the Institute shall be deemed to be in practice when
individually or in partnership with Chartered Accountants in practice, he, in
consideration of remuneration received or to be received:
(i) engages himself in the practice of accountancy; or
(ii) offers to perform or performs service involving the auditing or
verification of financial transactions, books, accounts or records, or the
preparation, verification or certification of financial accounting and
related statements or holds himself out to the public as an accountant; or
(iii) renders professional services or assistance in or about matters of principle
or detail relating to accounting procedure or the recording, presentation or
certification of financial facts or data; or
(iv) renders such other services as, in the opinion of the Council, are or may be
rendered by a Chartered Accountant in practice; and the words to be in
practice with their grammatical variations and cognate expressions shall be
construed accordingly.
Explanation:
An associate or a fellow of the Institute who is a salaried employee of a
Chartered Accountant in practice or a firm of such Chartered Accountants shall,
notwithstanding such employment, be deemed to be in practice for the limited
purpose of the training of Articled Clerks".

Q

8. Define Management Consultancy and other Services?
Pursuant to Section 2(2) (iv) of the Chartered Accountants Act, 1949, the
Council has passed a resolution permitting a Chartered Accountant in practice
to render entire range of “Management Consultancy and other Services.”
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The definition of the expression “Management Consultancy and other
Services” is given below:
The expression “Management Consultancy and other Services” shall not
include the function of statutory or periodical audit, tax (both direct taxes and
indirect taxes) representation or advice concerning tax matters or acting as
liquidator, trustee, executor, administrator, arbitrator or receiver, but shall
include the following:
(i)
Financial management planning and financial policy determination.
(ii) Capital structure planning and advice regarding raising finance.
(iii) Working capital management.
(iv) Preparing project reports and feasibility studies.
(v) Preparing cash budget, cash flow statements, profitability statements,
statements of sources and application of funds etc.
(vi) Budgeting including capital budgets and revenue budgets.
(vii) Inventory management, material handling and storage.
(viii) Market research and demand studies.
(ix) Price-fixation and other management decision-making.
(x) Management accounting systems, cost control and value analysis.
(xi) Control methods and management information and reporting.
(xii) Personnel recruitment and selection.
(xiii) Setting up executive incentive plans, wage incentive plans etc.
(xiv) Management and operational audits.
(xv) Valuation of shares and business and advice regarding amalgamation,
merger and acquisition.
(xvi) Business Policy, corporate planning, organization development, growth
and diversification.
(xvii) Organization structure and behaviour, development of human resources
including design and conduct of training programmes, work study, jobdescription, job evaluation and evaluation of work loads.
(xviii) Systems analysis and design, and computer related services including
selection of hardware and development of software in all areas of
services which can otherwise be rendered by a chartered accountant in
practice and also to carry out any other professional services relating to
EDP.
(xix) Acting as advisor or consultant to an issue, including such matters as:(a) Drafting of prospectus and memorandum containing salient features
of prospectus. Drafting and filing of listing agreement and completing

FREQUENTLY ASKED QUESTIONS ON ETHICAL ISSUES

7

formalities with Stock Exchanges, Registrar of Companies and SEBI.
(b) Preparation of publicity budget, advice regarding arrangements for
selection of (i) ad-media, (ii) centres for holding conferences of
brokers, investors, etc., (iii) bankers to issue, (iv) collection centres,
(v) brokers to issue, (vi) underwriters and the underwriting
arrangement, distribution of publicity and issue material including
application form, prospectus and brochure and deciding on the
quantum of issue material (In doing so, the relevant provisions of the
Code of Ethics must be kept in mind).
(c) Advice regarding selection of various agencies connected with
issue, namely Registrars to Issue, printers and advertising agencies.
(d) Advice on the post issue activities, e.g., follow up steps which include
listing of instruments and dispatch of certificates and refunds, with
the various agencies connected with the work.
Explanation:
For removal of doubts, it is hereby clarified that the activities of broking,
underwriting and portfolio management are not permitted.
(xx)

Investment counseling in respect of securities [as defined in the
Securities Contracts (Regulation) Act, 1956 and other financial
instruments.] (In doing so, the relevant provisions of the Code of
Ethics must be kept in mind).
(xxi) Acting as registrar to an issue and for transfers of shares/other
securities. (In doing so, the relevant provisions of the Code of
Ethics must be kept in mind).
(xxii) Quality audit.
(xxiii) Environment Audit.
(xxiv) Energy Audit.
(xxv) Acting as Recovery Consultant in the Banking Sector.

Q

9. Whether a member in practice is permitted to undertake
the management of NRI funds?
No, the member is not permitted to undertake such assignment because the
same is not covered under “Management Consultancy and Other Services”
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permitted to be rendered by the practicing members of the Institute.

Q

10. Can a chartered accountant provide `Portfolio
Management Services' (PMS) as part of CA practice?
No, the Explanation to Clause (xix) of the definition of 'Management
Consultancy and other Services' as appearing at pages 8-10 of the Code of
Ethics, 2001 edition, provides that the activities of broking, underwriting and
Portfolio Management are not permitted.

Q

11. Whether a Chartered Accountant in practice is required
to obtain any trade license for practicing?
No, a Chartered Accountant in practice is not required to obtain any trade
licence for practicing as a professional. The certificate of practice issued by the
Institute is the only requirement to practice as a Chartered Accountant.

Q

12. Can a Chartered Accountant in practice work as a
‘Collection Agent'?
No, Section 2(2) of the Chartered Accountants Act, 1949 defines the term “to be
in practice”. Neither the definition of “to be in practice” nor the definition of
“Management Consultancy and other Services” includes“Collection Agent”.

Q

13. Whether a practicing Chartered Accountant can agree to
select and recruit personnel, conduct training
programmes and work-studies for and on behalf of a
client?
The expression “Management Consultancy and other Services” defined by the
Council includes both personnel recruitment and selection and conducting
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training programmes and work-studies. Therefore, a chartered accountant in
practice shall not commit any professional misconduct by rendering such
services for and or behalf of the client.

Q

14. Can a member in practice have a branch office? Are
there any exceptions to above? Further, can a
member have a temporary office at a place beyond 50 km
from the municipal limit in which his office is
situated?
In terms of Section 27 of the Chartered Accountants Act, 1949, if a Chartered
Accountant in practice or a firm of chartered accountants has more than one
office in India, each one of such offices should be in the separate charge of a
member of the Institute. Failure on the part of a member or a firm to have a
member in charge of its branch and a separate member in case of each of the
branches, where there are more than one, would constitute professional
misconduct.
However, exemption has been given to members practicing in hill areas subject
to certain conditions. The conditions are:
1. Such members/firm be allowed to open temporary offices in a city in the
plains for a limited period not exceeding three months in a year.
2. The regular office need not be closed during this period and all
correspondence can continue to be made at the regular office.
3. The name board of the firm in the temporary office should not be
displayed at times other than the period such office is permitted to
function as above.
4. The temporary office should not be mentioned in the letter-heads,
visiting cards or any other documents as a place of business of the
member/firm.
5. Before commencement of every winter it shall be obligatory on the
member/firm to inform the Institute that he/it is opening the temporary
office from a particular date and after the office is closed at the expiry of
the period of permission, an intimation to that effect should also be sent to
the office of the Institute by registered post.
The above conditions apply to any additional office situated at a place
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beyond 50 km from the municipal limits in which any office is situated.
It is necessary to mention that the Chartered Accountant in charge of the
branch of another firm should be associated with him or with the firm either as a
partner or as a paid assistant. If he is a paid assistant, he must be in whole time
employment with him.
However, a member can be in charge of two offices if they are located in one
and the same accommodation.

11

The First Schedule

PART I
Clause (1)

Q

15. Can a Chartered Accountant in practice allow any person
to practice in his name as a Chartered Accountant?
No, Clause (1) of Part-I of the First Schedule to the Chartered Accountants Act,
1949, prohibits a Chartered Accountant in practice to allow any person to
practice in his name as a Chartered Accountant unless such person is also a
Chartered Accountant in practice and is in partnership with or employed by
himself.

Clause (2) & Clause (3)

Q

16. Can a Chartered Accountant in practice pay to any person
any share, commission or brokerage in the fees or profits
of his professional business?
No, Clause (2) of Part-I of the First Schedule to the Chartered Accountants Act,
1949 prohibits a Chartered Accountant from paying or allowing any share,
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commission or brokerage in the fees or profits of his professional business, to
any person other than a member of the Institute or a partner or a retired partner
or the legal representative of the deceased partner.

Q

17. Can a Chartered Accountant in practice share his fees
with the Government in respect of Government Audit?
Clause (2) of Part-I of the First Schedule to the Chartered Accountants Act, 1949
prohibits a Chartered Accountants from paying or allowing any share,
commission or brokerage in the fees or profits of his professional business, to
any person other than a member of the Institute or a partner or a retired partner
or the legal representative of the deceased partner.
The Institute came across certain Circulars/Orders issued by the Registrar
of various State Co-operative Societies wherein it has been mentioned that
certain amount of audit fee is payable to the concerned State Govt. and the
auditor has to deposit a percentage of his audit fee in the State Treasury by a
prescribed challan within a prescribed time of the receipt of Audit fee. In view
of the above, the Council considered the issue and while noting that the
Government is asking auditors to deposit such percentage of their audit fee for
recovering the administrative and other expenses incurred in the process, the
Council decided that as such there is no bar in the Code of Ethics to accept such
assignment wherein a percentage of professional fees is deducted by the
Government to meet the administrative and other expenditure.

Q

18. Can goodwill of a Chartered Accountant firm be
purchased?

Yes, there is no prohibition under clause (2) of Part I of the First Schedule to the
Chartered Accountants Act, 1949 and directions contained therein regarding
goodwill as appearing at pages 51-53 of the Code of Ethics, 2001 edition in
respect of sale of goodwill of a firm, either in the Code of Ethics or the
Partnership Act, 1932. The directions appearing at pages 51-53 deal with
certain specific circumstances. In principle, as such there is no bar in the Code
of Ethics on sale of goodwill of the firm.
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Q

19. Can a Chartered Accountant in practice share fees with a
lawyer?

No, as per clause (2) of Part-I of the First Schedule to the Chartered Accountants
Act, 1949, a Chartered Accountant in practice is deemed to be guilty of
professional misconduct if he pays or allows or agrees to pay or allow, directly or
indirectly, any share, commission or brokerage in the fees or profits of his
professional business, to any person other than a member of the Institute or a
partner or a retired partner or the legal representative of a deceased partner. At
the same time, Clause (3) prohibits acceptance or agrees to acceptance of any
part of the profits of a professional work of a lawyer, broker etc. or any other
person who is not a member of the Institute. Accordingly, a Chartered
Accountant would be held guilty of professional misconduct if he shares fees
with a lawyer.

Clause (4)

Q

20. Whether a Chartered Accountant in practice can enter
into partnership with Cost Accountant, Company
Secretary holding Certificate of Practice?

No, as per clause (4) of Part-I of the First Schedule to the Chartered Accountants
Act, 1949, a chartered accountant is deemed to be guilty of professional
misconduct if enters into a partnership with any person other than a Chartered
Accountant in practice.

Q

21. Can a Chartered Accountant in practice enter into
partnership with a practising Chartered Accountant of a
recognized foreign professional body for sharing fee of
their partnership within India?

Yes, Clause (4) of Part-I of First Schedule to the Chartered Accountants Act,
1949 permits partnership between members of the Institute and the members
of the recognized foreign professional bodies either by the Central Government
or the Council of the Institute, provided they share fees of the partnership
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business both within India and outside India.

Clause (5)

Q

22. Can a practicing Chartered Accountant secure any
professional business through the services of a person
not qualified to be his partner?
No, Clause (5) of Part-I of First Schedule to the Chartered Accountants Act, 1949
prohibits a practicing Chartered Accountant from securing any professional
business either through the services of a person not qualified to be his partner
or by means which are not open to a Chartered Accountant.

Clause (6)

Q

23. Can a practicing Chartered Accountant solicit clients or
professional work either directly or indirectly by circular,
advertisement, personal communication or interview or
by any other means?
No, Clause (6) of Part-I of the First Schedule to the Chartered Accountants Act,
1949 prohibits a practicing Chartered Accountant from soliciting clients or
professional work either directly or indirectly by circular, advertisement,
personal communication or interview or by any other means.

Q

24. Whether a Chartered Accountant in practice can
advertise or give notes in the press for soliciting work?
No, Para (a) under Clause (6) of Part-I of the First Schedule to the Chartered
Accountants Act, 1949 prohibits members from advertising for soliciting work
or advertising in a manner which could be interpreted as soliciting or offering to
undertake professional work. They are also not permitted to use the less open
method of circulating letters to a small field of possible clients. However, the
following two exceptions are there:
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(i) A member may advertise changes in partnerships or dissolution of a firm, or
of any change in the address of practice and telephone numbers. Such
announcements should be limited to a bare statement of facts and
consideration given to the appropriateness of the area of distribution of
the newspaper or magazine and number of insertions.
(ii) A member is permitted to issue a classified advertisement in the
Journal/Newsletter of the Institute intended to give information for
sharing professional work on assignment basis or for seeking professional
work on partnership basis or salaried employment in the field of accounting
profession provided it only contains the accountant's name, address,
telephone, fax number and E-mail address.

Q

25. (a) Whether member in practice is permitted to respond
to application for empanelment for allotment of audit
and other professional work?
(b) Can a member deposit any registration or other fee or
deposit for such empanelment?
(c) Can he purchase the application form for
empanelment?
Para (b) under Clause (6) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 at page 59 of Code of Ethics, 2001 edition, laid down the
guidelines for application for empanelment for allotment of audit and other
professional work. Recently, the Council revised the same.
(a) The Government departments, Government companies/corporations,
courts, co-operative societies and banks and other similar institutions
prepare panels of chartered accountants for allotment of audit and other
professional work. Where the existence of such a panel is within the
knowledge of a member, he is free to write to the concerned organization
with a request to place his name on the panel.
However, it would not be proper for the chartered accountant to make
roving enquiries by applying to any such organization for having his name
included in any such panel.
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It is permissible to quote fees on enquiries being received from the above
bodies, which maintain such panel. It is, however, not proper for the
members to send printed or cyclostyled copies of the scales of fees in reply
to such enquiries.
(b) The members are permitted to respond to such empanelment wherein the
empanelling/appointing authorities charge a reasonable amount
towards processing/administrative cost or towards stationery/ application
form for the purpose of empanelment.
(c) So far as the audit job is concerned, the members should not respond to
such empanelment in which the payment of any registration or other fee or
deposit is required.
However, in non-exclusive area, where Chartered Accountants and
other professionals are invited, members may be permitted to respond to
such empanelment at their discretion in which the payment of any
registration on other fee or deposit is required. Even if only Chartered
Accountants are invited in such non-exclusive area, the members are
permitted to pay reasonable amount towards registration or other fee or
deposit.

Q

26. Whether a member in practice is permitted to have his
name published in Telephone Directory?
Para (c) under Clause (6) of Part I of the First Schedule to the Chartered
Accountants Act, 1949, at page 60 of Code of Ethics, 2001 edition provides for
publication of Name or Firm Name by Chartered Accountants in the Telephone or
other Directories published by Telephone Authorities or Private Bodies.
The Council has held that it would not be proper for a chartered accountant
to have entries made in a Telephone Directory either by making a special request
or by means of an additional payment. The Council has also considered the
question of permitting entries in respect of chartered accountants and their
firms under specified groups in telephone/trade directories brought out by
Government and non-Government agencies. It has decided to permit such
entries subject to the following restrictions:
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1. The entry should appear in the section/category of “Chartered
Accountants“.
2. The member/firm should belong to the town/city in respect of which the
directory is being published.
3. The entry should be in normal type of letters. Entry in bolder type or
abnormal type of letters or in a box is not permissible.
4. The order of the entries should be alphabetical and logical.
5. The entry should not appear in a manner giving the impression of
publicity/advertisement. Entry should not be given in a manner which
gives prominence to it as compared to other entries.
6. The payment, if any, for the entry should not be unreasonable.
7. The entries should not be restricted and should be open to all the chartered
accountants/firms of chartered accountants in the particular city/town in
respect whereof the directory is published.
8. Subject to the above conditions, the members can also include their names
in trade directories which are published and/or otherwise available such as
electronic media e.g. Internet, telephone services like “Ask Me Services“
etc.

Q

27. (a) Whether a member in practice can respond to
Tenders, Advertisements and Circulars?
(b) Whether Members can be permitted to purchase
tender documents and/or to deposit Earnest Money/
Security Deposit while responding to tenders/
advertisements etc.?
Para (d) of Clause (6) of Part I of the First Schedule to the Chartered
Accountants Act, 1949, as appearing at page 61 of Code of Ethics, 2001 edition,
laid down the guidelines for responding to Tenders, Advertisements and
Circulars. Recently, the Council decided to revise the same.
The revised Para (d) is as follows:
(a) The Council is of the opinion that members should not:
(i) respond to advertisements inviting applications for appointment of
auditors;
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(ii) respond to tenders or circulars inviting quotations for professional
services restricted to chartered accountants either by statute or in
terms of tender or circular; and
(iii) respond to an enquiry asking for quotation of fees in circumstances
indicating that such enquiry has been made to more than one
members and as such the same partakes the nature of a circular or
tender.
The Council is of the opinion that while no relaxation should be given in the
matter of responding to tenders in the audit field which is exclusive to chartered
accountants, however, in other areas where members compete with nonchartered accountants, the restrictions be relaxed. Further, in audit field which
is exclusive for Chartered Accountants, when the services are to be provided to
Government Agencies, they seek tenders/quotations to ensure transparency and
financial integrity in their organization. Considering this, the Council is of the
opinion that the restrictions in such cases may also be relaxed.
In view of the above, the following relaxations are permitted:
(i) When the matter relates to audit and related services as defined in the
'Framework of Statement on Standard Auditing Practices and Guidance
Notes on Related Services' which as per law can be provided only by
chartered accountants, the members are permitted to respond to such
advertisements/queries/circular/tender if the same has been sought by
World Bank/ International Monetary Fund/Asian Development Bank or
other similar International Body/any Government Company or
Agency/Autonomous Body sponsored or regulated by the
Government/Nationalised Institution or any other similar body which the
Committee on Ethical Standards & Unjustified Removal of Auditors
(CESURA) may from time to time prescribe.
(ii) In case of any other services, including audit services to be provided out
of country, the members are permitted to respond.
While responding, the members are advised to ensure that, amongst others
the provisions of Clause (12) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 are not violated. Attention of the members are also
drawn to (i) the notification no. 1-CA(7)/29/95 dated 1st March, 1995 issued
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by the Institute regarding restrictions on minimum fees and (ii) the scale of
fees recommended by the Institute as self regulatory measure as appearing in
Code of Ethics.
(b) The Council considered the issue whether the member be permitted to
purchase tender documents and/or deposit Earnest Money/ Security
Deposit while responding to tenders/advertisements etc. and decided that:
(i) Members are permitted to pay a reasonable amount as price for
tender/bid document;
(ii) No earnest money/security deposit is permissible in areas which
are exclusive to Chartered Accountants as per law.
However, in non-exclusive area, the members are permitted to pay earnest
money/security deposit. The Council has further clarified that in non-exclusive
area, where Chartered Accountants and other professionals are invited,
members are permitted to pay earnest money/security deposit at their
discretion. Even if only Chartered Accountants are invited in such non-exclusive
area, the members are permitted to pay reasonable amount towards earnest
money/security deposit.

Q

28. Can a member in practice indicate in a book or an article,
authorized/contributed/published by him, his association
with any firm of Chartered Accountants?
No, as per Para (f) under Clause (6) of Part I of First Schedule to the Chartered
Accountants Act, 1949, a member is not permitted to indicate in a book or an
article, authorized/contributed/published by him, the association with any
firm of Chartered Accountants.

Q

29. Whether the word “Chartered Accountants” and name of
city after the name of the members of the Institute be
mentioned in the articles contributed by such
members and published in the Institute's Journal?
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Yes, under Clause (6) of Part I of the first schedule to the Chartered Accountants
Act, 1949 there is no restriction in the Code of Ethics for mentioning the word
“Chartered Accountant” and also the name of city in an article contributed by a
member in the Institute's Journal as well as in newspapers an other periodicals.

Q

30. Can a Chartered Accountant in practice solicit
professional work by making roving enquiries?
No, as per Para (h) under Clause (6) of Part I of the First Schedule to the
Chartered Accountants Act, 1949, as appearing at page 62 of Code of Ethics, it is
not permissible for a member to address letters or circulars to persons who are
likely to require services of a Chartered Accountant. It would tantamount to
advertisement.

Q

31. Can a Chartered Accountant in practice seek
professional work from his professional colleagues?
The issue of advertisement or a circular by a Chartered Accountant, seeking
work from professional colleagues on any basis whatsoever is in violation of
Clause (6) of Part I of the First Schedule to the Chartered Accountants Act,
1949. However, classified advertisement in the Journal/Newsletter of the
Institute is permissible in this regard. A member is permitted to issue a
classified advertisement in the Journal/Newsletter of the Institute intended to
give information for sharing professional work on assignment basis or for
seeking professional work on partnership basis or salaried employment in the
field of accounting profession provided it only contains the accountant's name,
address, telephone, fax number and E-mail address.

Q

32. Whether sponsorship or prizes can be instituted in the
name of Chartered Accountants firm?
Yes, as per Clause (6) of Part I of the first schedule to the Chartered Accountants
Act, 1949, it is not objectionable to institute prizes in the name of the
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individual chartered accountant and also in the firm's name provided the
designation [“Chartered Accountants”] is not indicated in the name of prize and
that the Clause relating to advertisements and publicity are complied with.

Q

33. Can a Chartered Accountants firm give advertisement in
relation to Silver, Diamond, Platinum or Centenary
celebration of the firm?
Yes, while considering the implications of Clause (6) & (7) of Part I of the First
Schedule of the Chartered Accountants Act, 1949 in relation to such
advertisements and also the need of interpersonal socialization/relationship of
the members through such get-together occasions, the advertisement for Silver,
Diamond, Platinum and Centenary celebrations of the firms has been permitted
to be published in any newspaper or in the newsletters.

Q

34. Case Study:
A Chartered Accountants firm issued circulars to the nonclients that a Chartered Accountant who was the former
partner in-charge of Taxation of one of the largest
accounting firms of the world, had joined them as partner.
Can they do it?
No, Clause (6) of Part I of the First Schedule to the Chartered Accountants Act,
1949 prohibits solicitation of clients or performing work either directly or
indirectly by circular, advertisement, personal communication or interview or
by any “other means”. The issuance of circular to persons who are not clients but
may likely requires services of a chartered accountant would tantamount to
advertisement since it is solicitation of professional work by making roving
enquiries. As per Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949, the usage of the words “one of the largest accounting
firms of the World” and the specification of specialization in “taxation” would
also amount to advertisement and, thus, constitute professional misconduct.

22

Committee on Ethical Standards & Unjustified Removal of Auditors

Q

35. Case Study:
In a representation submitted to a company under
Section 225(3) of the Companies Act, 1956, the auditors of
the company included the contribution made by the firm
in strengthening the control procedures of the
company during their association with the company. Is it a
misconduct?

Para (j) under Clause (6) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 as appearing at page 62 of the Code of Ethics provides for
scope of such representation, which an Auditor is entitled to make under
Section 225 (3) of the Companies Act, 1956. Section 225(3) of the Companies
Act, 1956 permits a retiring auditor to make a representation in writing (not
exceeding a reasonable length) to the company. The proposition of the partner
to highlight contributions made by the firm in strengthening the control
procedures in the representation should not be included in such representation
because the representation letter should not be prepared in a manner so as to
seek publicity. The Code of Ethics issued by the Institute makes it amply clear
that the right to make representation does not mean that an auditor has any
prescriptive right or a lien on an audit. The wording of his representation should
be such that, apart from the opportunity not being abused to secure needless
publicity, it does not tantamount directly or indirectly to canvassing or
soliciting for his continuance as an auditor. The letter should merely set out in a
dignified manner how he has been acting independently and conscientiously
through the term of office and may, in addition, indicate if he so chooses his
willingness to continue as auditor if re-appointed by the shareholders. Thus,
such action proposed by a firm could not be approved since, it may lead to his
being held guilty of professional misconduct under Clause (6) of Part I of the
First Schedule to the Chartered Accountants Act, 1949.

Q

36. Can a Chartered Accountant in practice accept original
professional work emanating from the client
introduced to him by another member?

No, Para (k) under Clause (6) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 prescribes that a member should not accept the original
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professional work emanating from a client introduced to him by another
member. If any professional work of such client comes to him directly, it should
be his duty to ask the client that he should come through the other member
dealing generally with his original work.

Q

37. Whether a Chartered Accountant in practice can give
public interviews and also whether he can furnish details
about himself or his firm in such interviews?
Para (l) of Clause (6) of Part I of the First Schedule to the Chartered Accountants
Act, 1949 as appearing at page 63 of Code of Ethics, 2001 edition prescribes
that while giving any interview or otherwise furnishing details about
themselves or their firms in public interviews or to the press or at any forum, the
members should ensure that, it should not result in publicity. Due care should
be taken to ensure that such interviews or details about the members or their
firms are not given in a manner highlighting their professional attainments.

Q

38. Case Study:
A Chartered Accountant in practice during a TV
interview, handed over a bio-data of his firm to the
Chairperson. Such bio-data detailed the standing of the
international firm with which the firm was associated. It
also detailed the achievements of the concerned partner
and his recognition as an expert in the field of taxation in
the country. The chairperson read out the said bio-data
during the interview. Is it a professional misconduct?
Yes, Clause (6) of Part I of the First Schedule to the Chartered Accountants Act,
1949, prohibits solicitation of client or professional work either directly or
indirectly by circular, advertisement, personal communication or interview or
by any other means since it shall constitute professional misconduct. The biodata was handed over to the Chairperson during the TV interview by the
Chartered Accountant which included details about the firm and the
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achievements of the partner as an expert in the field of taxation. The
Chairperson read out the same in detail about association with the
international firm and also the achievements of the partner and his recognition
as an expert in the field of taxation. Such an act would definitely lead to the
promotion of the firm's name and publicity thereof as well as of the partner. The
Member would be held guilty of professional misconduct under Clause (6) of Part
I of the First Schedule to the Chartered Accountants Act, 1949.

Q

39. Whether members/firms can publish advertisements
under the Box Numbers?
No, Para (m) under Clause (6) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 prohibits members/firms from inserting advertisements
for soliciting clients or professional work under box numbers in the newspapers.
This practice is in violation of this clause.

Q

40. Can a Chartered Accountant in practice/firm of Chartered
Accountants post the particulars of himself/itself on a
website?
Yes, the Council has approved the detailed guidelines for posting the particulars
on Website by Chartered Accountants in practice and firm(s) of Chartered
Accountants in practice. The said Guidelines are appearing under Para (n) of
Clause (6) of Part I of the First Schedule to the Chartered Accountants Act,
1949, at pages 63-68 of Code of Ethics, 2001 edition. The guidelines have been
revised by the Council and the revised guidelines are given in Appendix 5.

Q

41. Whether website of any chartered accountant can
provide a link to the Website of ICAI, its Regional
Councils and Branches and also to the websites of
Govt./Govt. Departments/Regulatory authorities?
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Yes, Para (n) under Clause (6) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 provides for website guidelines. The Sub-para (20)
provides that the website may provide a link to the website of ICAI, its Regional
Councils and Branches and also to the websites of Govt./Govt.
Departments/Regulatory authorities.

Q

42. Whether the information contained in the website of the
chartered accountants and/or chartered accountants'
firms can be circulated on their own or through E-mail or
by any other mode or technique?
Sub-para (3) & (4) of Para (n) under Clause (6) of Part I of the first schedule to
the Act, 1949 prescribes that the chartered accountants and/or chartered
accountants' firms should ensure that none of the information contained in the
website be circulated on their own or through E-mail or by any other mode or
technique except on a specific “pull” request. The Chartered Accountants
and/or Chartered Accountants' Firms would ensure that their Websites are run
on a “pull” model and not a “push” model of the technology to ensure that any
person who wishes to locate the Chartered Accountants or Chartered
Accountants' firms would only have access to the information and the
information should be provided only on the basis of specific “pull” request.

Q

43. Can a member put up his photograph on the website?
Yes, revised Sub-Para (8) of Para (n) under Clause (6) of Part I of the first
schedule to the Chartered Accountants Act, 1949 provides that display of
Passport size photograph is permitted.

Clause (7)

Q

44. Can a Chartered Accountant advertise his professional
attainments or services, or can he use any designation or
expression other than Chartered Accountants on
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professional documents, visiting cards, letter heads or
sign boards, etc.?
No, as per Clause (7) of Part I of the First Schedule to the Chartered Accountants
Act, 1949, a chartered accountant shall be deemed to be guilty of professional
misconduct, if he advertises his professional attainments or services, or uses
any designation or expressions other than chartered accountant on professional
documents, visiting cards, letter heads or sign boards, unless it be a degree of a
University established by law in India or recognized by the Central Government
or a title indicating membership of the Institute of Chartered Accountants or of
any other institution that has been recognized by the Central Government or
may be recognized by the Council.

Q

45. Whether a Chartered Accountant in practice can use
expression like Income Tax Consultant, Cost
Accountant, Company Secretary, Cost Consultant or a
Management Consultant?

No, Direction under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 prescribes that it is improper for a chartered accountant
to state on his professional documents that he is an Income-tax Consultant,
Cost Accountant, Company Secretary, Cost Consultant or a Management
Consultant.

Q

46. Can a Chartered Accountant in practice give the date of
setting up the practice or date of establishment on the
letterheads and other professional documents, etc.?

No, Direction under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 prescribes that the date of setting up of the firm on the
letterheads and the professional documents, etc. should not be mentioned.
However, in the Website, the year of establishment can be given on a specific
“pull” request.
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Q

47. Can a Chartered Accountant in practice also practice as
an advocate?

Yes, Direction under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 prescribes that a Member of the Institute in practice who
are otherwise eligible may practice as advocates subject to the permission of
the Bar Council but in such case, they should not use designation 'chartered
accountant' in respect of the matters involving the practice as an advocate. In
respect of other matters they should use the designation 'chartered accountant'
but they should not use the designation 'chartered accountant' and 'advocate'
simultaneously.

Q

48. Whether a Chartered Accountant in practice can use the
designation 'Corporate Lawyer'?

No, a Chartered Accountant in practice is not entitled to use the designation
'Corporate Lawyer'.

Q

49. Whether the photograph and brief particulars about the
members can be published in magazines?

Yes, Direction under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 provides that there should be no objection to the
publication of photographs and brief particulars of members in magazines
provided no payment is made for such publication and there is no advertisement
of professional attainments.

Q

50. Can a Chartered Accountant in practice/firm give
advertisement in press?

No, Direction under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 provides that a Chartered Accountant in practice/firm
cannot give advertisement in press. However, a special exemption has been
made as regards publication of the name and address of a member or that of his
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firm, with the description Chartered Accountant(s), in an advertisement
appearing in the press in the following circumstances, provided that the
advertisement is not displayed more prominently than is usual for such
advertisements or the name of the member or that of his firm with the
designation Chartered Accountant(s) appears in type not bolder than the
substance of the advertisement:
(a) Advertisement for recruiting staff in the members own office.
(b) Advertisement inserted on behalf of clients requiring staff or wishing
to acquire or dispose of business or property.
(c) Advertisement for the sale of a business or property by a member
acting in a professional capacity as trustee, liquidator or receiver.
When advertising for staff, it is desirable that members should avoid the
expression such as “a well-known firm”, since this would savour of
advertisement. Similar considerations apply to advertisements for articled
clerks. The advertisements should not contain any promotional element nor
should there be any suggestion that the services offered by the Chartered
Accountants or his firm are superior to those offered by other accountants.

Q

51. Whether a member can appear on television/Radio or
give lectures at forums?
Yes, Direction under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 prescribes that a member may appear on
television/Radio or give lectures at forums and may give his name and describe
himself as chartered accountant. Special qualifications or specialized
knowledge directly relevant to the subject matter of the programme may also be
given. But no reference should be made, in the case of practicing member to the
name and address or services of his firm. What he may say or write must not be
promotional of him or his firm but must be an objective professional view of the
topic under consideration.

Q

52. Whether Companies in which Chartered Accountants
have been appointed as directors on their Board can
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publish description about the Chartered Accountant's
expertise, specialization and knowledge in any particular
field or add appellations or adjectives to their names in
the prospectus or public announcements issued by these
companies?
The Council's attention has been drawn to the fact that more and more
companies are appointing Chartered Accountants' as directors on their Boards.
The prospectus or public announcements issued by these companies often
publish descriptions about the Chartered Accountants' expertise, specialization
and knowledge in any particular field or add appellations or adjectives to their
names. Attention of the members in this context is invited to the provisions of
Clause (6) and (7) of Part I of the First Schedule to the Chartered Accountants
Act.
In order that the inclusion of the name of a member of the Institute in the
prospectus or public announcements or other public communications issued by
the companies in which the member is a director does not contravene the above
noted provisions, it is necessary that the members should take necessary steps
to ensure that such prospectus or public announcements or public
communications do not advertise his professional attainments and also that
such prospectus or public announcements or public communications do not
directly or indirectly amount to solicitation of clients for professional work by
the member. While it may be difficult to lay down a rigid rule in this respect, the
members must use their good judgement, depending upon the facts and
circumstances of each case to ensure that the above noted provisions are
complied with both in letter and spirit.
It is advisable for a member that as soon as he is appointed as a director on
the Board of a Company, he should specifically invite the attention of the
management of the company to the aforesaid provisions and should request
that before any such prospectus or public announcements or public
communication mentioning the name of the member concerned, is issued, the
material pertaining to the member concerned should, as far as practicable be
got approved by him.
The use of the expression “Chartered Accountant” is permissible. However,
the member must ensure that descriptions about his expertise, specialization
and knowledge in any particular field or other appellations or adjectives are not
published with his name. Particulars about directorships held by the member in

30

Committee on Ethical Standards & Unjustified Removal of Auditors

other companies can, however, be given, but the name of the firm of chartered
accountants in which the member is a partner, should not be given.

Q

53. If a member is a partner in more than one firm, is it
permissible to print the names of all the firms on
visiting cards, letter-heads, stationery etc.?
Yes, as such there is no prohibition under Clause (7) of Part I of the first
schedule to the Chartered Accountants Act, 1949.

Q

54. Whether a Chartered Accountant/Firm is permitted to
use logo on letter-heads, stationery, etc.?
No, the use of logo/monogram of any kind/form/style/design/colour etc.
whatsoever on any display material or media e.g. paper stationery, documents,
visiting cards, magnetic devices, internet, signboard by the members in practice
and/or the firm of Chartered Accountants is prohibited. Use/printing of
member/firm name in any other manner tantamounting to logo/monogram is
also prohibited.

Q

55. Can a Chartered Accountant in practice use/fix a mono of
the Institute on any column/wall located inside the office?

No, in view of the directions under Clause (7) of Part I of the First Schedule to
the Chartered Accountants Act, 1949, a Chartered Accountant in practice is not
permitted to use/fix a mono of the Institute on any column/wall located inside
the office.

Q

56. Whether the office of a Chartered Accountant is
permitted to go in for ISO 9001: 2000 certification?
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Yes, there is no bar for a member to go in for ISO 9001:2000 certification.
However, the member cannot use the expression like “ISO Certified” on his
professional documents, visiting cards, letter-heads or sign boards etc.

Q

57. If a member has passed any additional course of the ICAI,
is he permitted to print such qualification on visiting
cards, letter heads and other stationery?
Yes, as per Clause (7) of Part I of the First Schedule to the Chartered Accountants
Act, 1949, a member is permitted to print such qualification on the visiting
cards, letter heads & other stationery. However, he cannot use the designation
'Information System Auditor' or the like.

Q

58. Whether public notice published in the newspaper by a
Chartered Accountant in respect of acquirement of land
by their client is permitted.
Yes, in terms of the guidelines as appearing at page 78 of the Code of Ethics,
2001 edition under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949, the public notice published in the newspaper in respect
of acquirement of land by their client is permissible.

Q

59. Whether public notice published in the newspaper for
acquirement of land by the client given by the member
jointly with Advocate of the client is permissible.
Yes, in terms of the guidelines as appearing at page 78 of the Code of Ethics,
2001 edition, under Clause (7) of Part I of the First Schedule to the Chartered
Accountants Act, 1949, the public notice published in the newspaper in respect
of acquirement of land given by the member jointly with Advocate of the client
is permissible provided that there is no violation of Clause (2) & Clause (3) of
Part I of First Schedule to the Chartered Accountants Act, 1949.
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Clause (8)

Q

60. Whether a Chartered Accountant in practice can accept a
position as auditor previously held by another Chartered
Accountant without first communicating with him in
writing.
No, a Chartered Accountant in practice cannot accept a position as auditor
previously held by another chartered accountant without first communicating
with him in writing. It will be in violation of Clause (8) of Part I of First Schedule
to the Chartered Accountants Act, 1949.

Q

61. Whether a Chartered Accountant in practice can
accept audit in case the undisputed audit fee of the
previous auditor remains unpaid.

No, in case the undisputed audit fees for carrying out the statutory audit under
the Companies Act, 1956 or various other statutes have not been paid, the
incoming auditor should not accept the appointment unless such fees are paid.
In respect of other dues, the incoming auditor should in appropriate
circumstances use his influence in favour of his predecessor to have the dispute
the fees settled.
The Council has taken the view that the provisions of audit fee made in
accounts signed by both the auditor and the auditee shall be considered as
'undisputed' audit fees. In this connection, attention of members is invited to
the notification no. 1-CA(7)/46/99 dated 28.10.1999 and also published at
pages 83 of January 2000 issue of the Journal. Under this notification, a
member in practice shall be deemed to be guilty of professional misconduct, if
he accepts the appointment as an auditor of an entity in case the undisputed
audit fee of another Chartered Accountant for carrying out the Statutory audit
under the Companies Act, 1956 or various other statues has not been paid.

Q

62. Whether posting of a letter under “Certificate of Posting”
is sufficient to establish communication with retiring
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auditor?
No, a mere posting of a letter “Under Certificate of Posting” is not sufficient to
establish effective communication with the retiring auditor unless there is
some evidence to show that the letter has in fact reached the person
communicated with. Members should therefore communicate with a retiring
auditor in such a manner as to retain in their hands positive evidence of the
delivery of the communication to the addressee. Communication by a letter sent
“Registered Acknowledgement due” or by hand against a written
acknowledgement would in the normal course provide such evidence.

Q

63. Whether a Chartered Accountant who is appointed as tax
auditor for conducting special audit under the Income-tax
Act is required to communicate with statutory auditor?

Yes, Direction under Clause (8) of Part I of First Schedule to the Chartered
Accountants Act, 1949, prescribes that it would be a healthy practice if a tax
auditor appointed for conducting special audit under the Income-tax Act,
communicates with the members who has conducted the statutory audit.

Q

64. Whether it is obligatory for the auditor appointed to
conduct a special Audit under Section 233A of the
Companies Act, 1956 to communicate with the previous
auditor who has conducted the regular audit for the
period covered by the Special Audit.

No, Direction under Clause (8) of Part I of the First Schedule to the Chartered
Accountants Act, 1949 prescribes that it is not obligatory for the auditor
appointed to conduct a special Audit under Section 233A of Companies Act,
1956 to communicate with the previous auditor who has conducted the regular
audit for the period covered by the Special Audit.
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Q

65. Whether communication with previous auditor is
necessary in case of appointment as statutory auditor by
Nationalized and other Banks.

Yes, Clause (8) of Part I of the First Schedule to the Chartered Accountants Act,
1949 is equally applicable in case of Nationalized and other Banks and also to
Government agencies.

Q

66. Whether communication by the Incoming auditor is
mandatory with the previous auditor in respect of various
audit assignments, like the concurrent audit, revenue
audit, tax audit and special audits etc.?

Yes, the requirement for communicating with the previous auditor would apply
to all types of audits viz., statutory audit, tax audit, internal audit, concurrent
audit or any other kind of audit. The Council has laid down detailed guidelines in
this regard and the same are appearing at pages 85-98 of Code of Ethics, 2001
edition.

Q

67. Whether a Chartered Accountant will be deemed to be
guilty of professional misconduct if he accepts his
appointment as an auditor immediately after intimating
his appointment over the phone to the previous auditor?

Yes, the member would be held guilty of professional misconduct for the
following reasons:
(a) That he had failed to communicate with the retiring auditor in writing;
and
(b) That he did not wait for a reasonable length of time for a reply to be
received from him.
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Clause (9)

Q

68. Whether a Chartered Accountant can accept an
appointment as auditor of a company without first
ascertaining from it whether the requirement of Section
225 of the Companies Act, 1956 in respect of such
appointment have been duly complied with?
No, as per Clause (9) of Part I of the First Schedule to the Chartered Accountants
Act, 1949, a Chartered Accountant in practice shall be deemed to be guilty of
professional misconduct if he accepts an appointment as auditor of a company
without first ascertaining from it whether the requirements of Section 225 of
the Companies Act, 1956 in respect of such appointment have been duly
complied with. In this regard, the Council has laid down detailed guidelines
that are appearing at pages 98-116 of Code of Ethics, 2001 Edition.

Q

69. Whether a statutory auditor can be appointed in the
adjourned meeting in place of existing statutory auditor
where no special notice for removal or replacement of t
he retiring auditor is received at the time of the original
meeting?
No, if any annual general meeting is adjourned without appointing an auditor,
no special notice for removal or replacement of the retiring auditor received
after the adjournment can be taken note of and acted upon by the company,
since in terms of Section 190(1) of the Companies Act, 1956, special notice
should be given to the Company at least fourteen clear days before the meeting
in which the subject matter of the notice is to be considered, the meeting
contemplated in Section 190(1) undoubtedly is the original meeting.

Clause (10)

Q

70. Whether a Chartered Accountant or a firm of Chartered
Accountants can charge or offer to charge professional
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fees based on a percentage of turnover?
No, as per Clause (10) of Part I of First Schedule to the Chartered Accountants
Act, 1949, a Chartered Accountant in practice shall be deemed to be guilty of
professional misconduct if he charges or offers to charge, accepts or offers to
accept in respect of any professional employment fees which are based on a
percentage of profits or which are contingent upon the findings, or results of
such employment, except in cases which are permitted under any regulations
made under this Act.
Regulation 192 of the Chartered Accountants Regulation, 1988 exempts
members from the operation of this clause in certain professional services.
Regulation 192 provides that:

“192. Restriction on fees
No Chartered Accountant in practice shall charge or offer to charge, accept or
offer to accept, in respect of any professional work, fees which are based on a
percentage of profits, or which are contingent upon the findings, or results of
such work:
Provided that:
(a) in the case of a receiver or a liquidator, the fees may be based on a
percentage of the realization or disbursement of the assets;
(b) in the case of an auditor or a co-operative society, the fees may be based on
a percentage of the paid up capital or the working capital or the gross or net
income or profits; and
(c) in the case of a valuer for the purposes of direct taxes and duties,
the fees may be based on a percentage of the value of the property valued.”

Clause (11)

Q

71. Whether a Chartered Accountant in practice can engage
in any business or occupation other than the profession
of chartered accountants?

No, Clause (11) of Part I of First Schedule to the Chartered Accountants Act,
1949 provides that a chartered accountant in practice shall be deemed to be
guilty of professional misconduct if he engages in any business or occupation
other than the profession of chartered accountants unless permitted by the
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Council so to engage:
Provided that nothing contained herein shall dis-entitle, a chartered
accountant from being a director of a company, unless he or any of his partners
is interested in such company as an auditor.
Regulation 190A of the Chartered Accountants Regulations, 1988
provides that:
“190A. Chartered Accountant in practice not to engage in any other
business or occupation
A Chartered Accountant in practice shall not engage in any business or
occupation other than the profession of accountancy, except with the
permission granted in accordance with a resolution of the Council.
Appendix (9) of the Chartered Accountants Regulations,1988, 2002
edition, contains the Resolution under two heads (A) Permission granted
generally (B) Permission to be granted specifically.
Recently, the Council revised this resolution. The decision of the Council is
at Appendix 6.

Q

72. Whether a member in practice can accept editorship of
journals?
As per Appendix (9) of CA Regulations, 1988, 2002 edition, a member in
practice is generally permitted to engage in editorship of professional journal.
However for other journal, he has to take specific permission of the Council of
the Institute.

Q

73. Whether a member in practice is allowed to become
whole-time director of a company?
Yes, a member in practice may become a Managing Director or a whole-time
Director of a body corporate within the meaning of the Companies Act, 1956
provided that the members and/or his relatives do not hold substantial interest
in such concern with specific and prior approval of the Council.
However, w.e.f. 1.4.2005, he is not entitled to do attest functions.
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Q

74. Whether a member in practice can be a director of a
company, without taking any specific permission of the
Council?

A member in practice is permitted generally to be a Director Simplicitor in any
company including a board-managed company and as such he is not required to
obtain any specific permission of the Council in this behalf irrespective of
whether he and/or his relatives hold substantial interest in that company.

Q

75. Whether a Chartered Accountant in practice is entitled to
accept teaching assignment?

Yes, a Chartered Accountant in practice is allowed to accept teaching
assignment in university, affiliated colleges, educational institution, coaching
organization, private tutorship, provided the direct teaching hours devoted to
such activities taken together do not exceed 25 hours a week with effect from
1.4.2005.

Q

76. Can a Chartered Accountant working in a CA firm hold
CoP?

Yes, a Chartered Accountant working in a C.A. firm can hold CoP. However, w.e.f.
1.4.2005, he is not entitled to do any attest function.

Clause (12)

Q

77. Can a practicing Chartered Accountant accept a position
as auditor previously held by some other Chartered
Accountant in such conditions as to constitute
undercutting?

No, Clause (12) of Part I of First Schedule to the Chartered Accountants Act,
1949 provides that a chartered accountant in practice shall be deemed to be
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guilty of professional misconduct if he accepts a position as auditor previously
held by some other chartered accountant in such conditions as to constitute
undercutting.

Q

78. Whether a practicing Chartered Accountant can accept
an appointment as an auditor at a lower fee than the audit
fee demanded by the previous auditor on the ground that
the volume of work had decreased?
Under Clause (12) of Part I of First Schedule to the Chartered Accountants Act,
1949 undercutting is prohibited. In considering whether variation in fees
charged would constitute under-cutting, regard will normally be had to the
quantum of work, incidental and out-of-pocket expenses and other terms of
appointment. It is open to every member of the profession to determine the fees
that he may charge for each type of professional work. Members' attention is
drawn to the directions under Clause (12) of Part I of First Schedule to the
Chartered Accountants Act, 1949 as appearing at pages 129-131 of Code of
Ethics, Recommended Scale of Fees chargeable for the work done by the
members of the Institute as appearing at Pages 208-209 of Code of Ethics &
Notification No.1-CA/(7)/75/2004 dated 12.5.2004 issued by the Institute on
Minimum Audit Fees and published in the June 2004 issue of the Journal "The
Chartered Accountant".

Clause (13)

Q

79. Can a practicing Chartered Accountant allow a person
not being a member of the Institute or a member not
being his partner to sign on his behalf or on behalf of his
firm, any balance sheet, profit & loss account, report or
any financial statement?
No, Clause (13) of Part I of First Schedule to the Chartered Accountants Act,
1949 provides that a chartered accountant in practice shall be deemed to be
guilty of professional misconduct if he allows a person not being a member of
the Institute or a member not being his partner to sign on his behalf or on
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behalf of his firm, any balance-sheet, profit and loss account, report or financial
statement. Therefore, the power to sign any of the aforesaid documents cannot
be delegated to a non-member.

Q

80. Whether a Chartered Accountant can delegate the power
to sign the routine document to his subordinates
including non-Chartered Accountants?
Yes, the power to sign routine documents on which a professional opinion or
authentication is not required to be expressed may be delegated in the
following instances and such delegation will not attract the provisions of this
clause:
(i)
Issue of audit queries during the course of audit.
(ii) Asking for information or issue of questionnaire.
(iii) Letter forwarding draft observations/financial statements.
(iv) Initialling and stamping of vouchers and of schedules prepared for the
purpose of audit.
(v)
Acknowledging and carrying on routine correspondence with clients.
(vi) Issue of memorandum of cash verification and other physical
verification or recording the results thereof in the books of the clients.
(vii) Issuing acknowledgements for records produced.
(viii) Raising of bills and issuing acknowledgements for money receipts.
(ix) Attending to routine matters in tax practice, subject to provisions of
Section 288 of the Income Tax Act, 1961.
(x)
Any other matter incidental to the office administration and routine
work involved in practice of accountancy.
It is also clarified that where the authority to sign documents given above
is delegated by a chartered accountant or by a firm of chartered accountants the
fact that the documents have not been signed by a chartered accountant is not
a defence to him or to the firm in an enquiry relating to professional
misconduct.
However, the Council has decided that where a Chartered Accountant while
signing a report or, a financial statement or any other document is statutorily
required to disclose his name, the member should disclose his name while
appending his signature on the report or document. Where there is no such
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statutory requirement, the member may sign in the name of the firm.

PART II
Clause (a)

Q

81. Whether a Chartered Accountant in Service can pay or
allow or agree to pay to any person any share in the
emoluments of the employment undertaken by the
member?
No, Clause (a) of Part II of First Schedule to the Chartered Accountants Act,
1949 prohibits a member in service whether full time or part time from paying or
allowing or agreeing to pay directly or indirectly to any person any share in the
emoluments of the employment undertaken by the member.

Clause (b)

Q

82. Can a Chartered Accountant in Service accepts or agrees
to accept any part of fees, profits or gains from a lawyer, a
Chartered Accountant or broker engaged by such
company, firm or person or agent or customer of such
company, firm or person by way of commission or
gratification?
No, Clause (b) of Part II of First Schedule to the Chartered Accountants Act,
1949, prohibits a member in service from accepting or agreeing to accept any
part of fees, profits or gains from a lawyer, a Chartered Accountant or broker
engaged by such company, firm or person or agent or customer of such company,
firm or person by way of commission or gratification.

Clause (c)

Q

83. Can a Chartered Accountant in Service disclose
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confidential information acquired in the course of his
employment?
No, Clause (c) of Part II of First Schedule to the Chartered Accountants Act,
1949, prohibits a member in service from disclosing confidential information
acquired in the course of his employment except as and when required by law or
except as permitted by the employer.

PART III
Clause (1)

Q

84. Whether a Member of the Institute shall be deemed to be
guilty of professional misconduct, if he includes in any
statement, return or form to be submitted to the Council
any particulars knowing to be false?

Yes, as per Clause (1) of Part III of the First Schedule to the Chartered
Accountants Act, 1949, a member of the Institute, whether in practice or not,
shall be deemed to be guilty of professional misconduct if he includes in any
statement, return or form to be submitted to the Council any particulars
knowing them to be false.

Clause (2)

Q

85. Whether a Member of the Institute shall be guilty of
professional misconduct, if he, not being a fellow, styles
himself as a fellow?

Yes, as per Clause (2) of Part III of the First Schedule to the Chartered
Accountants Act, 1949, a member of the Institute, whether in practice or not,
shall be deemed to be guilty of professional misconduct if he, not being a fellow,
styles himself as a fellow.
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Clause (3)

Q

86. Whether a Member of the Institute shall be deemed to be
guilty of professional misconduct, if he does not supply
the information called for, or does not comply with the
requirements asked for, by the Council or any of its
Committees?
Yes, as per Clause (3) of Part III of the First Schedule to the Chartered
Accountants Act, 1949, a member of the Institute, whether in practice or not,
shall be deemed to be guilty of professional misconduct if he does not supply
the information called for, or does not comply with the requirements asked for,
by the Council or any of its Committees.
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PART I
Clause (1)

Q

87. Can a Chartered Accountant in practice disclose
information acquired in the course of his professional
engagement?
No, as per Clause (1) of Part I of Second Schedule to the Chartered Accountants
Act, 1949, a Chartered Accountant in practice shall be deemed to be guilty of
professional misconduct, if he discloses information acquired in the course of
his professional engagement to any person other than his client, without the
consent of his client or otherwise than as required by any law for the time being
in force.

Q

88. Whether an auditor is required to provide the client or
other auditor of the same enterprise access to his audit
working papers?
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No, working papers are the property of an auditor. An auditor is not required to
provide the client access to his audit working papers. The main auditors of an
enterprise do not have right of access to the audit working papers of the branch
auditors. In the case of a company, the statutory auditor has to consider the
report of the branch auditor and has a right to seek clarifications and/or to visit
the branch if he deems it necessary to do so for the performance of the duties as
auditor. An auditor can rely on the work of another auditor, without having any
right of access to the audit working papers of the other auditor. For this
purpose, the term 'auditor' includes 'internal auditor'.
However, the auditor may, at his discretion, in cases considered
appropriate by him, make portions of or extracts from his working papers
available to the client.

Clause (2)

Q

89. Whether the member in practice will be liable if he
certifies or submits in his name or in the name of its firm a
report of an examination of financial statements without
examining the financial statements?
Yes, as per Clause (2) of Part I of the Second Schedule to the Chartered
Accountants Act, 1949, a Chartered Accountant in practice shall be deemed to
be guilty of professional misconduct, if he certifies or submits in his name or in
the name of his firm a report of an examination of financial statements unless
the examination of such statements and the related records has been made by
him or by a partner or an employee in his firm or by another chartered
accountant in practice.

Q

90. Whether a joint auditor will be responsible for the work
done by other joint auditor?
Direction under Clause (2) of Part I of the Second Schedule to the Chartered
Accountants Act, 1949 prescribes that in respect of audit work divided among
the joint auditors, each joint auditor is responsible only for the work allocated
to him, whether or not he has prepared a separate report on the work performed
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by him. On the other hand, all the joint auditors are jointly and severally
responsible:
(a) in respect of the audit work which is not divided among the joint auditors
and is carried out by all of them;
(b) in respect of decisions taken by all the joint auditors concerning the
nature, timing or extent of the audit procedures to be performed by any
of the joint auditors. It may, however, be clarified that all the joint auditors
are responsible only in respect of the appropriateness of the decisions
concerning the nature, timing or extent of the audit procedures agreed
upon among them; proper execution of these audit procedures is the
separate and specific responsibility of the joint auditor concerned;
(c) in respect of matters which are brought to the notice of the joint auditors
by any one of them and on which there is an agreement among the joint
auditors;
(d) for examining that the financial statements of the entity comply with
the disclosure requirements of the relevant statute; and
(e) for ensuring that the audit report complies with the requirements of the
relevant statute.
Each joint auditor should decide for himself the appropriateness of using
test checks or sampling, the nature, timing and extent of audit procedures
to be applied in relation to the work allotted to him.

Clause (3)

Q

91. Whether the member in practice will be liable if he
permits his name or the name of his firm to be used in
connection with an estimate of earnings contingent upon
future transactions in a manner which may lead to the
belief that he vouches for the accuracy of the forecast?
Yes, as per Clause (3) of Part I of the Second Schedule to the Chartered
Accountants Act, 1949, a Chartered Accountant in practice shall be deemed to
be guilty of professional misconduct, if he permits his name or the name of his
firm to be used in connection with an estimate of earnings contingent upon
future transactions in a manner which may lead to the belief that he vouches for
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the accuracy of the forecast.

Clause (4)

Q

92. Can a member in practice express his opinion on
financial statements of any business or enterprises in
which he, his firm or a partner in his firm has a substantial
interest?

As per Clause (4) of Part I of the Second Schedule to the Chartered Accountants
Act, 1949, a Chartered Accountant in practice shall be deemed to be guilty of
professional misconduct, if he expresses his opinion on financial statements of
any business or any enterprise in which he, his firm or a partner in his firm has a
substantial interest, unless he discloses the interest also in his report.

Q

93. Whether the Chartered Accountant who is appointed as
a liquidator of a company can do the audit of that
company?
No, direction under Clause (4) of Part I of the Second Schedule to the Chartered
Accountants Act, 1949, prescribes that a Chartered Accountant who is
appointed as a liquidator of the company cannot do the audit of same company.

Q

94. Whether the Chartered Accountant will be guilty of
professional misconduct, if he:
(i) accept the auditorship of a college, if he is working as a
part-time lecturer in the college.
(ii) accept the auditorship of a trust where his partner is
either an employee or a trustee of the trust.

Yes, a Chartered Accountant should not by himself or in his firm name:
(i) accept the auditorship of a college, if he is working as a part-time
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lecturer in the college.
(ii) accept the auditorship of a trust where his partner is either an
employee or a trustee of the trust.

Q

95. Can a member audit an enterprise/concern of which he is
either an owner or a partner?

No, Direction under Clause (4) of Part I of Second Schedule to the Chartered
Accountants Act, 1949 prescribes that the holding of interest in the business or
enterprise by a member himself whether as sole-proprietor or partner in a firm
would affect his independence of mind in the performance of professional
duties in conducting the audit and/or expressing an opinion on financial
statements of such enterprise.

Q

96. Whether a member can audit an enterprise/concern
where the partner or relative of a member has substantial
interest?

No, Direction under Clause (4) of Part I of Second Schedule to the Chartered
Accountants Act, 1949, prescribes that the holding of substantial interest by
the partner or relative of the member in the business or enterprise of which the
audit is to be carried out and opinion is to be expressed on the financial
statement, may affect the independence of mind of the member in the
performance of professional duties. Therefore, the member may, for the same
reasons as not to compromise his independence, desist from undertaking the
audit of financial statements of such business or enterprise. However, where a
member undertakes the audit of such business or enterprise, he should disclose
such interest in his report while expressing his opinion on the financial
statements of such business or enterprise.

Q

97. Can a member audit an enterprise/concern where he is a
director?

No, in cases where the member is a director of a company the financial
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statements of which are to be audited and/or opinion is to be expressed, he
should not undertake such job and/or express opinion on the financial
statements of that company.

Q

98. Whether a member can audit an enterprise/concern
where a partner or relative of the member is a director in
the company who has a substantial interest?
No, in such cases for the reason as not to compromise with the independence of
mind, the member may desist from undertaking the audit of financial
statements and/or expression of opinion thereon. However, if a member feels
that his independence is not affected and undertakes the audit of such
company, he should disclose such interest in his report while expressing his
opinion on the financial statements of such company.
The meaning of the words “relative” and “substantial interest” shall be the
same as are contained in the Resolution passed by the Council in pursuance to
Regulation 190A of Chartered Accountants Regulations, 1988, 2002 edition
(Appendix 9).

Q

99. Can an auditor write the books of accounts of that
company?
No, Directions under Clause (4) of Part I of the Second Schedule to the
Chartered Accountants Act, 1949, prescribes that an auditor is not permitted to
write the books of accounts of his auditee clients.

Q

100. Can a Statutory Auditor of a company accept the
internal audit also of the same company?
No, Directions under Clause (4) of Part I of the Second Schedule to the Chartered
Accountants Act, 1949, prescribes that a statutory auditor of a company cannot
be its internal auditor, as it will not be possible for him to give independent and
objective report.
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Q

101. Whether a Statutory Auditor can accept the system
audit of same entity?

Yes, the statutory auditor can accept the assignment of a system audit of the
same entity, provided it did not involve any scrutiny/review of financial data
and information. However, the Notification No. 1-CA(7)/60/2002 dated
8.3.2002 whereby the Council specifies that a member of the Institute in
practice shall be deemed to be guilty of professional misconduct, if he accepts
the appointment as Statutory auditor of Public Sector Undertaking(s)/
Government Company (ies) and other Public Company(ies) having turnover of
Rs. 50 crore or more in a year and accepts any other work(s) or assignment(s) or
service(s) in regard to the same Undertaking(s)/Company(ies) on a
remuneration which in total exceeds the fee payable for carrying out the
statutory audit of the same Undertaking/Company, is applicable to such service.

Q

102. Whether a statutory auditor is eligible for appointment
under Section 217(6) of the Companies Act with the duty
of seeing that the provisions of sub-sections (1) to (3) of
Section 217 are complied with, particularly with regard
to “Directors' Responsibility Statement”?

The Companies Act, 1956 requires the Directors to prepare the Directors'
Responsibility statement regarding fulfillment of their responsibilities to
prepare financial statements of the company in accordance with the applicable
accounting standards and other generally accepted accounting policies and
principles. The auditors' responsibility is to express opinion on financial
statements, based on their audit. In view of the above, the question of asking
the statutory auditor to certify the Directors' Responsibility Statement does not
arise.

Q

103. Whether a Chartered Accountant is qualified to be
appointed as statutory auditor of one subsidiary
company when he is the internal auditor of another
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subsidiary of the same holding company?
No, a member in practice in not qualified to be appointed as statutory auditor of
one subsidiary company when he is the internal auditor of another subsidiary of
the same holding company.
In this regard, attention is drawn to the following directions as appearing
at pages 150 to 154 of Code of Ethics:
“Public conscience is expected to be ahead of the law. Members,
therefore, are expected to interpret the requirement as regards
independence much more strictly than what the law requires and should not
place themselves in positions which would either compromise or jeopardize
their independence.”
Members' attention is also drawn to Section 226(3) and Section 226(4) of
the Companies Act, 1956 regarding disqualification of an auditor.

Clause (5)

Q

104. Whether a member in practice will be liable, if he 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?

Yes, as per Clause (5) of Part I of Second Schedule to the Chartered Accountants
Act, 1949, a member in practice shall be deemed to be guilty of professional
misconduct, if he 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.

Q

105. Do you think that a member in practice is liable if he
failed to examine how debts become bad and were
written off?

Yes, a member in practice shall be deemed to be guilty of professional
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misconduct, if he fails to examine how debts become bad and were written off.

Clause (6)

Q

106. Whether a member in practice will be liable if he fails to
report a material mis-statement known to him to
appear in a financial statement with which he is
concerned in a professional capacity?
Yes, as per Clause (6) of Part I of Second Schedule to the Chartered Accountants
Act, 1949, a member in practice shall be deemed to be guilty of professional
misconduct, if he fails to report a material mis-statement known to him to
appear in a financial statement with which he is concerned in a professional
capacity.

Clause (7)

Q

107. Whether a member in practice will be liable if he is
grossly negligent in the conduct of his professional
duties?
Yes, as per Clause (7) of Part I of Second Schedule to the Chartered Accountants
Act, 1949, a member in practice shall be deemed to be guilty of professional
misconduct, if he is grossly negligent in the conduct of his professional duties.

Q

108. Whether a member in practice will be liable in a case
where he was alleged to have signed two balance
sheets on two different dates for the same financial
year, the first one with a clean report and the second
one with a qualified report?
Yes, the action of the Chartered Accountant in signing two Balance Sheets on
two different dates for the same financial year will constitute professional
misconduct under Clause (7) of Part I of Second Schedule to the Chartered
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Accountants Act, 1949, which states that a member in practice shall be deemed
to be guilty of professional misconduct, if he is grossly negligent in the conduct
of his professional duties.

Clause (8)

Q

109. Whether a member in practice will be liable if he fails to
obtain sufficient information to warrant the expression
of an opinion or his exceptions are sufficiently material
to negate the expression of an opinion?
Yes, as per Clause (8) of Part I of Second Schedule to the Chartered Accountants
Act, 1949, a member in practice shall be deemed to be guilty of professional
misconduct, if he fails to obtain sufficient information to warrant the
expression of an opinion or his exceptions are sufficiently material to negate
the expression of an opinion.

Clause (9)

Q

110. Whether a member in practice will be liable if he fails to
invite attention to any material departure from the
generally accepted procedure of audit applicable to the
circumstances?
Yes, as per Clause (9) of Part I of Second Schedule to the Chartered Accountants
Act, 1949, a member in practice shall be deemed to be guilty of professional
misconduct, if he fails to invite attention to any material departure from the
generally accepted procedure of audit applicable to the circumstances.

Clause (10)

Q

111. Whether a member in practice will be liable if he fails to
keep moneys of his client in a separate banking account
or to use such moneys for purposes for which they are
intended?
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Yes, as per Clause (10) of Part I of Second Schedule to the Chartered
Accountants Act, 1949, a member in practice shall be deemed to be guilty of
professional misconduct, if he fails to keep moneys of his client in a separate
banking account or to use such moneys for purposes for which they are
intended.

Q

112. Can a Chartered Accountant receive his professional
fees in advance partly or in full?
Yes, as such there is no bar in the Chartered Accountants Act, 1949 or in its
Regulations as well as Code of Ethics in taking the fees in advance.

PART II
Clause (i)

Q

113. Whether a member of the Institute will be liable, if he
contravenes any of the provision of Chartered
Accountants Act or the Regulations?
Yes, as per Clause (i) of Part II of Second Schedule to the Chartered Accountants
Act, 1949, a member in practice shall be deemed to be guilty of professional
misconduct, if he contravenes any of the provisions of Chartered Accountants
Act or the Regulations made under.

Clause (ii)

Q

114. Whether a member of the Institute who is engaged by a
Chartered Accountant in practice or by a firm of
Chartered Accountants shall be guilty of professional
misconduct, if he is grossly negligent in the conduct of
his duties?
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Yes, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No.1-CA(15)60 which
specifies that a member of the Institute whether in practice or not, who is
employed by a Chartered Accountant in practice or by a firm of such Chartered
Accountants, shall be deemed to be guilty of professional misconduct, if he is
grossly negligent in the conduct of his duties.

Clause (ii)

Q

115. Whether a member of the Institute who is an employee
shall be guilty of professional misconduct if he is
willfully and grossly negligent in the conduct of his
duties as such employee?
Yes, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No.1-CA(7)/65 which
specifies that a member of the Institute who is an employee shall be deemed to
be guilty of professional misconduct if he is willfully and grossly negligent in
the conduct of his duties as such employee.

Q

116. Whether a member of the Institute shall be guilty of
professional misconduct, if he accepts appointment as
cost auditor of company under section 233B of the
Companies Act, 1956 while he is an auditor of the
company appointed under section 224 of the
Companies Act, 1956?
Yes, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No.1-CA(37)/70 which
specifies that a member of the Institute shall be deemed to be guilty of
professional misconduct if:
i. he accepts appointment as Cost auditor of Company under Section 233B

Committee on Ethical Standards & Unjustified Removal of Auditors

56

ii

of the Companies Act, 1956 while he:
(a) is an auditor of the company appointed under Section 224 of the
Companies Act; or
(b) is an officer or employee of the company; or
(c) is a partner, or is in the employment of an officer or employee of the
company; or
(d) is a partner or is in the employment of the company's auditor
appointed under Section 224 of the Companies Act, 1956; or
(e) is indebted to the company for an amount exceeding one thousand
rupees, or has given any guarantee or provided any security in
connection with the indebtedness of any third person to the company
for an amount exceeding one thousand rupees;
OR
after his appointment as Cost Auditor, he becomes subject to any of the
disabilities stated in items I (a) to (e) above and continues to function
as a cost auditor thereafter.

Q

117. Whether a member of the Institute shall be guilty of
professional misconduct, if he accept appointment as
auditor of company under section 224 of the Companies
Act, 1956 while he is an employee of the cost auditor of
the cost auditor of the company appointed under
section 233B of the Companies Act, 1956?
Yes, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No. 1-CA(39)/70
which specifies that a member of the Institute in practice shall be deemed to be
guilty of professional misconduct, if he accepts the appointment as auditor of a
company under Section 224 of the Companies Act, 1956, while he is an
employee of the cost auditor of the Company appointed under Section 233B of
the Companies Act, 1956.

Q

118. Can a member of the Institute express his opinion on
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Financial Statements of any business or enterprise in
which one or more person who are his relatives have
either by themselves or in conjunction with such
member a "substantial interest"?
In exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No.1-CA(44)/71 which
specifies that a member of the Institute shall be deemed to be guilty of
professional misconduct, if he expresses his opinion on financial statements of
any business or enterprise in which one or more persons who are his relatives (as
defined under Appendix (9) to the CA Regulations, 1988) have either by
themselves or in conjunction with such member a substantial interest unless he
discloses the interest also in his report.
For this purpose, the expression "substantial interest" shall have the same
meaning as is assigned thereto under Appendix (9) to the CA Regulations, 1988,
2002 edition.

Q

119. Whether a member of the Institute in practice is required
to maintain books of accounts.?

Yes, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No.1-CA(153)/86 that
specified that a member of the Institute in practice shall be deemed to be guilty
of professional misconduct, if he or the firm of Chartered Accountants of which
he is a partner fails to maintain and keep in respect of his/its professional
practice, proper books of account including the following:
(i) a Cash Book;
(ii) a Ledger

Q

120. Is there any ceiling on the number of tax audit
assignment that can be taken up by a member in
practice?
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Yes, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No. 1-CA (7)/3/88
which specifies that a member of the Institute in practice shall be deemed to be
guilty of professional misconduct, if he accepts, in a financial year, more than
the specified number of tax audit assignments under Section 44AB of the
Income Tax Act, 1961. The number specified for tax audit is 30.

Q

121. Can a member of the Institute become a member of the
Institute of Chartered Financial Analyst of India?
No, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a Notification No.1-CA (7)/9/89
which specified that a member of the Institute, whether in practice or not, shall
be deemed to be guilty of professional misconduct if he becomes a member of
the Institute of Chartered Financial Analysts of India on or after 1st January,
1990 or having already become a member of the said Institute earlier, does not
surrender his membership before the said date.

Q

122. Is there any minimum limit on the fees to be charged by
the Chartered Accountant as audit assignment?
Yes, in exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, and in suppression of
Notification No. 1-CA(7)/29/95 dated 1st March, 1995 published in Part III
Section 4 of the Gazette of India dated 25th March, 1995, the Council of the
Institute of Chartered Accountants of India has issued a Notification No.1-CA
(7)/75/2004 dated 12.5.2004 that a member of the Institute in practice shall
be deemed to be guilty of professional misconduct, if he on behalf of the firm of
chartered accountants in which he is a partner (a) consisting of 4 or more
partners but less than 8 partners with at least one partner holding a certificate
of practice for five years or more; or (b) consisting of 8 or more partners with at
least one partner holding a certificate of practice for five years or more; accepts
or carries out any audit work involving receipt of audit fees (excluding
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reimbursement of expenses, if any) for such work of an amount less than what is
specified hereunder:
Practicing firm having
4 or more partners but
less than 8 partners

Practicing
firm having
8 or more partners

(i) In cities with
population
of 2 million and above

Rs 5,000 p a

Rs 9,000 p a

(ii) In cities/towns having
population of less than
2 million

Rs 3,000 p a

Rs 6,000 p a

Provided that such restriction shall not apply in respect of the following:
(i) audit of accounts of charitable institutions, clubs, provident
funds, etc. where the appointment is honorary i.e. without any
fees;
(ii) statutory audit of branches of banks including regional rural banks;
(iii) audit of newly formed concerns relating to two accounting years
from the date of commencement of their operations; and
(iv) certification or audit under Income Tax Act or other attestation
work carried out by the Statutory Auditor.
This becomes operative for all audits relating to accounting periods beginning
on or after 1.4.2004.
Explanation:
For the purpose of this notification, the expression statutory auditor means and
includes a chartered accountant appointed as an auditor under a Central/State
or Provincial Act as well as an auditor appointed under any agreement.
The Council has clarified that for the above purpose the audit of Provident
Fund Trust, Gratuity Fund etc. carried out by the statutory auditor are to be
considered as separate and distinct audit so that the above restrictions are
applicable to it.
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Q

123. Is there any restriction on the fees of a statutory auditor
in respect of his audit fees vis-à-vis Management
Consultancy Fees?

Yes, in exercise of the powers conferred by clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a notification no. 1-CA(7)/60/2002
which specifies that a member of the Institute in practice shall be deemed to be
guilty of professional misconduct, if he accepts the appointment as statutory
auditor of Public Sector Undertaking(s)/ Government Company(ies)/Listed
Company(ies) and other Public Company(ies) having turnover of Rs 50 crore or
more in a year and accepts any other work(s) or assignment(s) or service(s) in
regard to the same Undertaking(s)/ Company(ies) on a remuneration which in
total exceeds the fee payable for carrying out the statutory audit of the same
Undertaking/company.
Provided that in case appointing authority(ies)/regulatory body(ies)
specify(ies) more stringent condition(s)/restriction(s), the same shall apply
instead of the conditions/restrictions specified in this Notification.
Explanation:
1. The above restrictions shall apply in respect of fees for other work(s) or
service(s) or assignment(s) payable to the statutory auditors and their
associate concern(s) put together;
2. For the above purpose,
(I) The term “other work(s)” or “service(s)” or “assignment(s)” shall include
Management Consultancy and all other professional services permitted by
the Council pursuant to Section 2(2)(iv) of the Chartered Accountants Act,
1949 but shall not include:
(i) audit under any other statute;
(ii) certification work required to be done by the statutory auditors;
and
(iii) any representation before an authority.
(II) The term “associate concern” means any corporate body or partnership
firm which renders the Management Consultancy and all other
professional services permitted by the Council wherein the proprietor
and/or partner(s) of the statutory auditor firm and/or their
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“relative(s)” is/are Director/s or partner/s and/or jointly or severally
hold “substantial interest” in the said corporate body or partnership;
(III)The terms “relative” and “substantial interest” shall have the same
meaning as are assigned under Appendix (10) to the Chartered
Accountants Regulations, 1988.
3.

In regard to taking up other work(s) or service(s) or assignment(s) of
the undertaking/company referred to above, it shall be open to such
associate concern or corporate body to render such work(s) or service(s)
or assignment(s) so long as aggregate remuneration for such other
work(s) or service(s) or assignment(s) payable to the statutory auditor/s
together with fees payable to its associate concern(s) or corporate
body(ies) do/does not exceed the aggregate of fee payable for carrying out
the statutory audit.
This notification is applicable for any appointment(s) on or after 1st
April, 2002.

Q

124. Whether a Chartered Accountant is permitted to accept
appointment as auditor of a concern while he is
indebted to the firm or has given any guarantee or
provided any security in connection with the
indebtedness of any third person to the concern?
In exercise of the powers conferred by clause (ii) of Part-II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India has issued a notification no. 1-CA(7)/63/2002
which specified that a member of the Institute shall be deemed to be guilty of
professional misconduct if he accepts appointment as auditor of a concern
while he is indebted to the concern or has given any guarantee or provided any
security in connection with the indebtedness of any third person to the
concern, for limits fixed in the statute and in other cases for amount exceeding
Rs 10,000.
Explanation:
(1) For the above purpose, the term 'auditor' does not include internal
auditor, concurrent auditor or an auditor giving report to the Management.
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(2) For the above purpose, the limit of Rs 10,000 shall be the aggregate
amount in respect of the proprietor and/or the partner/s of the firm of
chartered accountants.

Q

125. Whether the statutory auditors consisting of ten or more
members can conduct the branch audits of the same
company?
The Council has prescribed certain self-regulatory measures in order to ensure a
healthy growth of the profession and an equitable flow of professional work
among the members. One of the recommendations of this nature is that the
branch audits of a company should not be conducted by its statutory auditors
consisting of ten or more members, but should be conducted by the local firms
of auditors consisting of less than ten members. This should not be understood
to mean any restriction on the right of the statutory auditors to have access
over branch accounts conferred under the Companies Act, 1956. This restriction
may not apply in the following cases:

(i) where the accounting records of the branches are maintained at the
head office of the respective companies; and
(ii) where significant operations of an undertaking or a company are carried
out at its branch office.

Q

126. Is there any ceiling on the fees to be accepted from
one company?
To ensure that the professional independence of a member in full- time or parttime practice does not appear to be jeopardized he should, as far as possible,
take care to see that the professional fees for audit and other services received
by the firm in which he is a partner, by him and his partners individually and by
firm or firms in which he or his partner are partners from one or more clients or
companies under the same management does not exceed 40% of the gross
annual fees of the firm, firms and partners referred to above. 'Companies under
the same management' here would refer to the definition of this expression as
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provided in section 370(1-B) of the Companies Act, 1956.
Provided that no such ceiling on the gross annual professional fees of a
member would be applicable where such fees do not exceed two lakhs of rupees
in respect of a member or firm including fees received by the member or firm for
other services rendered through the medium of a different firm or firms in which
such member or firm may be a partner or proprietor.
Provided further that no such ceiling on the gross annual professional fees
of a member would be applicable in the case of audit of government companies,
public undertakings, nationalized banks, public financial institutions or where
appointments of auditors are made by the Government.

Q

127. Is there any recommended scale of fees chargeable for
the work done by the members of the Institute?
The Council of the Institute of Chartered Accountants of India recommends from
time to time scale of fees chargeable for the work done by the members of the
Institute. Such scales of fees were last revised effective from 1st April, 1995.
Keeping in view the overall increase in the cost of living since then, the Council
at its meeting held in December 1999 has revised the existing recommended
scale of fees. The revised recommended scale of fees is effective from 1st April,
2000. It is appearing at pages 208-209 of the Code of Ethics, 2001 Edition.

Q

128. Whether a member of the Institute in practice is liable
for professional misconduct, if he does not follow the
direction given, by the Council or an appropriate
Committee or on behalf of any of them, to the incoming
auditors not to accept the appointment as auditors, in
the case of unjustified removal of the earlier auditors?
In exercise of the powers conferred by Clause (ii) of Part II of the Second
Schedule to the Chartered Accountants Act, 1949, the Council of the Institute of
Chartered Accountants of India issued a notification no. 1-CA(7)/67/2002
which notifies that a member of the Institute in practice shall be deemed to be
guilty of professional misconduct, if he does not follow the direction given, by
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the Council or an appropriate Committee or on behalf of any of them, to the
incoming auditors not to accept the appointment as auditors, in the case of
unjustified removal of the earlier auditors.

Q

129. Can the auditor revise his Audit Report?
The Council has issued a Guidance Note on Revision of the Audit Report and the
same has been published in the December 2002 issue of the Journal 'The
Chartered Accountant' & also in Book Form. He can revise his audit report in the
situations and circumstances mentioned therein.
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Miscellaneous Issues

Q

130. What is the status of a Chartered Accountant who is a
salaried employee of a Chartered Accountant in
practice or a firm of such Chartered Accountants?

An associate or a fellow of the Institute who is a salaried employee of a
Chartered Accountant in practice or a firm of such Chartered Accountants shall,
notwithstanding such employment, be deemed to be in practice for the limited
purpose of the training of Articled Clerks. He may hold Certificate of Practice but
he is not entitled to do attest functions w.e.f. 1.4.2005.

Q

131. Which are the categories of occupation where prior
permission is required?

Appendix (10) (B) of Chartered Accountants Regulations, 1988 [Appendix (9) in
the 2002 edition] specified the following categories of occupation where prior
permission is required:
1. Full-time or part-time employment in business concerns provided that
the member and/or his relatives do not hold “substantial interest” in
such concerns.
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2.
3.

Full-time or part-time employment in non-business concerns.
Office of a Managing Director or a whole-time Director of a body
corporate within the meaning of the Companies Act, 1956, provided
that the member and/or his relatives do not hold substantial interest in
such concern.
4. Interest in family business concerns (including such interest devolving
on the members as a result of inheritance/succession/partition of the
family business) or concerns in which interest has been acquired as a
result of relationship and in the management of which no active part is
taken.
5. Interest in agricultural and allied activities carried on with the help, if
required of hired labour.
6. Interest in an educational institution.
7. Part-time or full-time lecturership for courses other than those relating
to the Institute's examination conducted under the auspices of the
Institute or the Regional Councils or their branches.
8. Part-time or full-time tutorship under any educational institution other
than the Coaching Organization of the Institute.
9. Editorship of journals other than professional journals.
10. Any other business or occupation for which the Executive Committee
considers that permission may be granted.

Q

132. Can a member in practice be Promoter/Promoter
Director of the Company?
There is no bar for a member to be a promoter/signatory to the Memorandum
and Articles of Association of any company. There is also no bar for such a
promoter/signatory to be a Director Simplicitor of that company irrespective of
whether the objects of the company include areas, which fall within the scope of
the profession of chartered accountants. Therefore members are not required to
obtain specific permission of the Council in such cases.

Q

133. Does it mean that a member cannot be Managing
Director or whole time Director in which he and his
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relatives hold substantial interest?
Yes, if the member and/or his relatives hold substantial interest in a concern, he
cannot become Managing Director or whole-time Director of that concern.

Q

134. What is the definition of “relative” for the above
purpose?

For this purpose, the expression “relative”, in relation to a member means the
husband, wife, brother or sister or any lineal ascendant or descendant of that
member.

Q

135. What are the situations where a member shall be
deemed to have substantial interest?

A member shall be deemed to have a “substantial interest” in a concern:
(i) in a case where the concern is a company, if its shares (not being
shares entitled to a fixed rate of dividend whether with or without a
further right to participate in profits) carrying not less than twenty
percent of voting power at any time, during the relevant years are owned
beneficially by such member or by any one or more of the following
persons or partly by such member and partly by one or more of the
following persons:
(a) one or more relatives of the member;
(b) one or more partner(s) and/or their relatives;
(c) any concern in which any of the persons referred to above has a
substantial interest.
(ii) in the case of any other concern, if such member is entitled or the other
persons referred to above or such member and one or more of the other
persons referred to above are entitled in the aggregate, at any time
during the relevant years to not less than twenty percent of the profits of
such concern.
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Explanation:
(a) The relevant years in the context of Clause (4) of Part I of the First
Schedule to the Chartered Accountants Act, 1949 read with Appendix (17)
mean the year/period to which the report/certificate relates and the
year/period during which the said report/certificate is signed.
(b) The relevant years in the context of Clause (11) of Part I of the First
Schedule to the Chartered Accountants Act, 1949 read with Appendix (10)
mean the year/period in which not less than 20% of voting
power/20% share of profits were owned beneficially.

Q

136. Can a member in practice be a sleeping partner in family
business concern?
Yes, a member in practice can be a sleeping partner in a family business concern
provided he takes specific permission from the Council in terms of Regulation
190A of Chartered Accountants Regulations, 1988.

Q

137. What is significant of being in practice holding CoP?
A member holding CoP is entitled to accept engagement to render services of
any of the types normally prescribed for a Chartered Accountant, even though
for doing so, he does not require special qualification.

Q

138. What should be the size of signboard for the office?
With regard to the size of the signboard for his office that a member can put up,
it is a matter in which the members should exercise their own discretion and
good taste. The size of the signboard should be reasonable. Use of glow signs or
lights on large-sized boards as is used by traders or shopkeepers would not be
proper. A member can have a name board at the place of his residence with the
designation of a Chartered Accountant, provided it is a name plate or name
board of an individual member and not of the firm.
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Q

139. Can a member share profits with the widow of his
deceased partner?

When there are two or more partners and one of them dies, the widow of the
deceased partner can continue to receive a share of the profit of the firm. A
legal representative, say widow of a deceased partner, would be entitled to
share the profits only where the partnership agreement contains a provision
that on the death of the partner his widow or legal representative would be
entitled to such payment by way of sharing of fees or otherwise for some
specified period.

Q

140. Can there be any sharing of fees between the widow or
the legal representative of the proprietor of a single
member firm and the purchase of the goodwill of the
firm on the death of the sole proprietor of the firm?

No, there could not be any sharing of fees between the widow or the legal
representative of the proprietor of a single member firm and the purchaser of
the goodwill of the firm on the death of the Sole proprietor of the firm. Payment
of goodwill to the widow is permissible in such cases only for the goodwill of the
firm and to enable such payments to be made in installments provided the
agreement of the sale of goodwill contains such a provision. These payments
even if they are spread over the specified period should not be linked up with
participation in the earnings of the firm. The widow of a partner when the
partnership agreement does not contain a provision entitling her to share in
profits, would not be entitled to such profits.

Q

141. Can the goodwill of a proprietary firm of Chartered
Accountant be sold/transferred to another eligible
member of the Institute?

The Council of the Institute considered the issue whether the goodwill of a
proprietary firm of chartered accountant can be sold/transferred to another
eligible member of the Institute, after the death of the proprietor concerned
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and came to the view that the same is permissible. Accordingly, the Council
passed the following resolution with a view to mitigating the hardship generally
faced by the families after the death of such proprietors:
“RESOLVED THAT the sale/transfer of goodwill in the case of a proprietary
firm of chartered accountant to another eligible member of the Institute shall
be permitted:
(a)

in respect of cases where the death of the proprietor concerned
occurred on or after 30.8.1998.
Provided such a sale is completed/effected in all respects and the
Institute's permission to practice in deceased's proprietary firm name is
sought within a year of the death of such proprietor concerned. In
respect of these cases, the name of the proprietary firm concerned would
be kept in abeyance (i.e. not removed on receipt of information about
the death of the proprietor as is being done at present) only up to a
period of one year from the death of proprietor concerned as aforesaid.

(b)

in respect of cases where the death of the proprietor concerned
occurred on or after 30.8.1998 and there existed a dispute as to the
legal heir of the deceased proprietor.
Provided the information as to the existence of the dispute is received by
the Institute within a year of the death of the proprietor concerned. In
respect of these cases, the name of proprietary firm concerned shall be
kept in abeyance till one year from the date of settlement of dispute.

(c)

in respect of cases where the death of the proprietor concerned had
occurred on or before 29th August, 1998 (irrespective of the time
lag between the date of death of the proprietor concerned and the
date of sale/transfer of goodwill completed/to be completed).
Provided such a sale/transfer is completed/effected and the Institute's
permission to practice in the deceased's proprietary firm name is sought
for by 28th August, 1999 and also further provided that the firm name
concerned is still available with the Institute.”
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Q

142. What are the procedures to be fulfilled to transfer the
goodwill of Chartered Accountants Firms?

Transfer of goodwill of the firms of Chartered Accountants are permitted by the
Institute subject to fulfillment of the following procedures:
1. An application in writing should be forwarded by a member, holding
Certificate of Practice, intimating his intention to purchase goodwill.
2. The application should be made within 1 year from the date of death of the
member.
1. The application should be sent along with the following details:
a. "Death Certificate" of the deceased member; and
b. (i) A draft sale deed for sale/transfer of goodwill entered into between the
legal heir/s of the deceased and the member intending to purchase
goodwill.
(ii) The sale of goodwill deed must be very clear as to the amount of
consideration and payment thereof in one or more instalment(s) to be
paid within a specified period. The consideration should not be
contingent upon future profit.
2. Documents, such as, succession certificate or will, legal Heir Certificate or
an affidavit sworn by all legal heir/s stating that there is/are no other legal
heir to the deceased member.
3. Legal heir, in this context, means spouse, child/children and parents.
4. If the agreement is entered into by one of the legal heirs, 'No Objection'
from the other legal heirs, except those minor, are also required to be
submitted. In case of minor, 'No Objection' is to be obtained from the
guardian.
5. The member intending to purchase the goodwill should give an
advertisement about his intention to purchase such goodwill, and the
advertisement should spell out that anyone having objection thereto
should send the objection directly to the respective DCO (address of which
shall be indicated in the advertisement). A copy of the advertisement so
published should be sent by the intending purchaser to the concerned DCO.
6. Within 30 days of the receipt of the approval, for transfer of goodwill, Form
'18' should be filed by the member purchasing the goodwill.
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Q

143. What care should be taken where any professional work
is carried out in association with engineering, legal or
other professionals?

In recent years, it has become necessary for members to work in association
with engineering, legal or other professionals on specified projects. In such
cases, care should be taken by the member not to extend his service beyond the
normal sphere of professional practice and any reports or recommendations
should clearly delimit the responsibilities assumed and services rendered.

Q

144. Can a member advertise a change in partnership or
change in the address of practice and telephone
numbers?

Yes, a member can advertise a change in partnership or change in the address of
practice and telephone numbers. Such announcements should be limited to a
bare statement of facts and consideration given to the appropriateness of the
area of distribution of the newspaper or magazine and number of insertions.

Q

145. What is the object of communicating with the retiring
auditor?

It must be pointed out that professional courtesy alone is not the major reason
for requiring a member to communicate with the existing accountant who is a
member of the Institute or a certified auditor. The underlying objective is that
the member may have an opportunity to know the reasons for the change in
order to be able to safeguard his own interest, the legitimate interest of the
public and the independence of the existing accountant. It is not intended, in
any way, to prevent or obstruct the change. When making the enquiry from the
retiring auditor, the one proposed to be appointed or already appointed should
primarily find out whether there is any professional or other reasons why he
should not accept the appointment.
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Q

146. In case where a firm refuse to accept an audit on the
basis of not receiving No Objection Certificate, then
whether another firm can accept the same without first
communicating with the firm who has refused to accept
the audit?

The requirement of Clause (8) of Part I of First Schedule to the Chartered
Accountants Act, 1949, is to communicate with the previous auditor. The term
“previous auditor” means the immediately preceding auditor who held same or
similar assignment comprising same/similar scope of work. Since the firm who
has refused to accept the audit was not the previous auditor, the other firm
could accept the audit, after communicating with the previous auditor.

Q

147. Can the details of a student passing examination be
published in local press?

It is usual for local papers to publish details of the examination success ofocal
candidates. Some biographical information is often included. The candidate's
name and address, school and local background, examination passed with
details of any prize or place gained, the name of the principal, firm and town in
which the principal practices may be published.

Q

148. Can a member act as an Insurance Surveyor?

As per Appendix (10) (A) [(Appendix (9) in the 2002 edition], a member of the
Institute in practice is generally permitted to act as a Surveyor and Loss
Assessor under the Insurance Act, 1938 provided they are otherwise eligible and
can perform attest functions.

Q

149. Whether the members are required to intimate his
website address to the Institute?

Recently, the Council decided to delete the requirement of intimating the
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website address to the Institute within 30 days. The website address of the
member will be obtained on annual basis in the Annual Form required to be filed
by the member while paying fee and the same be taken as entry on record & the
website address of the member be provided to members as part of the
membership record. If the member chose not to give his Website address, it did
not prevent the Institute to take suitable action against him in case his noncompliance with the guidelines.
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Appendix 1

CHAPTER V OF
THE CHARTERED ACCOUNTANTS ACT, 1949
MISCONDUCT

21. Procedure in inquiries relating to misconduct of members of
Institute
(1) Where on receipt of information by, or of a complaint made to it, the
Council is prima facie of opinion that any member of the Institute has been
guilty of any professional or other misconduct, the Council shall refer the
case to the Disciplinary Committee, and the Disciplinary Committee shall
thereupon hold such inquiry and in such manner as may be prescribed, and
shall report the result of its inquiry to the Council.
(2) If on receipt of such report the Council finds that the member of the
Institute is not guilty of any professional or other misconduct, it shall
record its finding accordingly and direct that the proceedings shall be filed
or the complaint shall be dismissed, as the case may be.
(3) If on receipt of such report the Council finds that the member of the
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Institute is guilty of any professional or other misconduct, it shall record a
finding accordingly and shall proceed in the manner laid down in the
succeeding sub-sections.
(4) Where the finding is that a member of the Institute has been guilty of a
professional misconduct specified in the First Schedule, the Council shall
afford to the member an opportunity of being heard before orders are
passed against him on the case, and may thereafter make any of the
following orders, namely:
(a) reprimand the member;
(b) remove the name of the member from the Register for such period, not
exceeding five years, as the council thinks fit:
Provided that where it appears to the Council that the case is one in which
the name of the member ought to be removed from the Register for a period
exceeding five years or permanently, it shall not make any order referred to in
clause (a) or clause (b), but shall forward the case to the High Court with its
recommendations thereon.
(5) Where the misconduct in respect of which the Council has found any member
of the Institute guilty is misconduct other than any such misconduct as is
referred to in sub-section (4), it shall forward the case to the High Court
with its recommendations thereon.
(6) On receipt of any case under sub-section (4) or sub-section (5), the High
Court shall fix a date for the hearing of the case and shall cause notice of
the date so fixed to be given to the member of the Institute concerned, the
Council and to the Central Government, and shall afford such member, the
Council and the Central Government an opportunity of being heard, and
may thereafter make any of the following orders, namely:
(a) direct that the proceedings be filed, or dismiss the complaint, as the
case may be;
(b) reprimand the member;
(c) remove him from membership of the Institute either permanently or for
such period as the High Court thinks fit;
(d) refer the case to the Council for further inquiry and report.
(7) Where it appears to the High Court that the transfer of any case pending
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before it to another High Court will promote the ends of justice or tend to
the general convenience of the parties, it may so transfer the case, subject
to such conditions, if any, as it thinks fit to impose, and the High Court to
which such case is transferred shall deal with it as if the case had been
forwarded to it by the Council.
Explanation I:
In this section “High Court” means the highest civil court of appeal, not
including the Supreme Court, exercising jurisdiction in the area in which the
person whose conduct is being inquired into carries on business, or has his
principal place of business at the commencement of the inquiry:
Provided that where the cases relating to two or more members of the
Institute have to be forwarded by the Council to different High Courts, the
Central Government shall, having regard to the ends of justice and the general
convenience of the parties, determine which of the High Courts to the exclusion
of others shall hear the cases against all the members.
Explanation II:
For the purpose of this section “member of the Institute” includes a person
who was a member of the Institute on the date of the alleged misconduct
although he has ceased to be a member of the Institute at the time of the
inquiry.
(8) For the purposes of any inquiry under this section, the Council and the
Disciplinary Committee shall have the same powers as are vested in a civil
court under the Code of Civil Procedure, 1908, in respect of the following
matters, namely:
(a) summoning and enforcing the attendance of any person and
examining him on oath;
(b) the discovery and production of any document; and
(c) receiving evidence on affidavit.
22. Professional misconduct defined
For the purposes of this Act, the expression “professional misconduct” shall be
deemed to include any act or omission specified in any of the Schedules, but
nothing in this section shall be construed to limit or abridge in any way the
power conferred or duty cast on the Council under sub-section (1) of Section 21
to inquire into the conduct of any member of the Institute under any other
circumstances.
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22 A. Appeals
(1) Any member of the Institute aggrieved by any order of the Council imposing
on him any of the penalties referred to in sub-section (4) of Section 21,may
within thirty days of the date on which the order is communicated to him,
prefer an appeal to the High Court.
Provided that the High Court may entertain any such appeal after the expiry
of the said period of thirty days, if it is satisfied that the member was
prevented by sufficient cause from filing the appeal in time.
(2) The High Court may, on its own motion or otherwise, after calling for the
records of any case, revise any order made by the Council under sub-section
(2) or sub-section (4) of Section 21 and may:
(a) confirm, modify or set aside the order;
(b) impose any penalty or set aside, reduce, confirm, or enhance the
penalty imposed by the order;
(c) remit the case to the Council for such further inquiry as the High
Court considers proper in the circumstances of the case; or
(d) pass such other order as the High Court thinks fit:
Provided that no order of the Council shall be modified or set aside unless
the Council has been given an opportunity of being heard and no order imposing
or enhancing a penalty shall be passed unless the person concerned has also
been given an opportunity of being heard.
Explanation:
In this section “High Court” and “Member of the Institute” have the same
meanings as in Section 21.
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THE FIRST SCHEDULE
(See Section 21(4) and 22)

PART I
Professional Misconduct in relation to Chartered Accountants in Practice
A Chartered Accountant in practice shall be deemed to be guilty of professional
misconduct, if he:
(1) allows any person to practice in his name as a chartered accountant
unless such person is also a chartered accountant in practice and is in
partnership with or employed by himself;
(2)

pays or allows or agrees to pay or allow, directly or indirectly, any share,
commission or brokerage in the fees or profits of his professional
business, to any person other than a member of the Institute or a partner
or a retired partner or the legal representative of a deceased partner;
Explanation:
In this item “partner” includes a person residing outside India with whom
a chartered accountant in practice has entered into partnership which is
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not in contravention of item (4) of this Part.
accepts or agrees to accept any part of the profits of the professional work
of a lawyer, auctioneer, broker, or other agent who is not a member of the
Institute;
(4) enters into partnership with any person other than a chartered
accountant in practice or a person resident without India who but for his
residence abroad would be entitled to be registered as a member under
Clause (v) of Sub-section (1) of Section 4 or whose qualifications are
recognized by the Central Government or the Council for the purpose of
permitting such partnerships, provided that the chartered accountant
shares in the fees or profits of the business of the partnership both within
and without India;
(5) secures, either through the services of a person not qualified to be his
partner or by means which are not open to a chartered accountant, any
professional business;
(6) solicits clients or professional work either directly or indirectly by circular,
advertisement, personal communication or interview or by any other
means;
(7) advertises his professional attainments or services, or uses any
designation or expressions other than chartered accountant on
professional documents, visiting cards, letter heads or sign boards, unless
it be a degree of a University established by law in India or recognized by
the Central Government or a title indicating membership of the Institute
of Chartered Accountants or of any other institution that has been
recognized by the Central Government or may be recognized by the
Council;
(8) accepts a position as auditor previously held by another chartered
accountant or a restricted state auditor without first communicating with
him in writing;
(9) accepts an appointment as auditor of a company without first
ascertaining from it whether the requirements of Section 225 of the
Companies Act, 1956, in respect of such appointment have been duly
complied with;
(10) charges or offers to charge, accepts or offers to accept in respect of any
professional employment fees which are based on a percentage of profits
or which are contingent upon the findings, or results of such employment,
except in cases which are permitted under any regulations made under
(3)
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this Act;
(11) engages in any business or occupation other than the profession of
chartered accountants unless permitted by the Council so to engage:
Provided that nothing contained herein shall dis-entitle a chartered
accountant from being a director of a company, unless he or any of his
partners is interested in such company as an auditor;
(12) accepts a position as auditor previously held by some other chartered
accountant or a restricted state auditor in such conditions as to
constitute undercutting;
(13) allows a person not being a member of the Institute or a member not
being his partner to sign on his behalf or on behalf of his firm, any
balance-sheet, profit and loss account, report or financial statements.

PART II
Professional misconduct in relation to Members of the Institute in service
A member of the Institute (other than a member in practice) shall be deemed to
be guilty of professional misconduct, if he being an employee of any company,
firm or person:
(a)

(b)

(c)

pays or allows or agrees to pay directly or indirectly to any person any
share in the emoluments of the employment undertaken by the
member;
accepts or agrees to accept any part of fees, profits or gains from a lawyer,
a chartered accountant or broker engaged by such company, firm or
person or agent or customer of such company, firm or person by way of
commission or gratification;
discloses confidential information acquired in the course of his
employment except as and when required by law or except as
permitted by the employer.
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PART III
Professional misconduct in relation to members of the Institute generally
A member of the Institute, whether in practice or not, shall be deemed to be
guilty of professional misconduct, if he:
(1) includes in any statement, return or form to be submitted to the
Council any particulars knowing them to be false;
(2) not being a fellow styles himself as a fellow;
(3) does not supply the information called for, or does not comply with the
requirements asked for, by the Council or any of its Committees.
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THE SECOND SCHEDULE
(See Sections 21 (5) and 22)

PART I
Professional misconduct in relation to chartered accountants in practice
requiring action by a High Court
A Chartered Accountant in practice shall be deemed to be guilty of
professional misconduct, if he:
(1) discloses information required in the course of his professional
engagement to any person other than his client, without the consent of his
client or otherwise than as required by any law for the time being in force;
(2) certifies or submits in his name or in the name of his firm a report of an
examination of financial statements unless the examination of such
statements and the related records has been made by him or by a partner or
an employee in his firm or by another chartered accountant in practice;
(3) permits his name or the name of his firm to be used in connection with an
estimate of earnings contingent upon future transactions in a manner
which may lead to the belief that he vouches for the accuracy of the
forecast;
(4) expresses his opinion on financial statements of any business or any
enterprise in which he, his firm or a partner in his firm has a substantial
interest, unless he discloses the interest also in his report;
(5) 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.
(6) fails to report a material mis-statement known to him to appear in a
financial statement with which he is concerned in a professional capacity;
(7) is grossly negligent in the conduct of his professional duties;
(8) fails to obtain sufficient information to warrant the expression of an
opinion or his exceptions are sufficiently material to negate the expression
of an opinion;
(9) fails to invite attention to any material departure from the generally
accepted procedure of audit applicable to the circumstances;
(10)fails to keep moneys of his client in a separate banking account or to use
such moneys for purposes for which they are intended.

84

Committee on Ethical Standards & Unjustified Removal of Auditors

PART II
Professional misconduct in relation to members of the Institute generally
requiring action by a High Court
A member of the Institute, whether in practice or not, shall be deemed to be
guilty of professional misconduct, if he:
(i) contravenes any of the provisions of this Act or the regulations made
thereunder;
(ii) is guilty of such other act or omission as may be specified by the
Council in this behalf, by notification in the Gazette of India.
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Mission Statement, Terms of Reference and Procedure to
be Followed by the Committee on Ethical Standards and
Unjustified Removal of Auditors for Dealing with the Cases
of Unjustified Removal of Auditors
(As finalised by the Council at its
217th Meeting held from 21st to 24th June, 2001)

A.

Mission Statement :
“To work towards evolving a dynamic and contemporary Code of
Ethics and ethical behaviour for members while retaining the long
cherished ideals of `excellence, independence, integrity' as also to
protect the dignity and interests of the members”.

B.

Terms of Reference:
1.
To examine various issues concerning Code of Ethics governing the
members of the Institute.
2.
To review periodically and publish the revised Code of Ethics and
professional ethics after the approval by the Council.
3.
To examine the complaints of members against their unjustified
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4.

5.
6.

C.

removal as auditors of any entity and to take necessary steps to
protect the interest of the members in regard to their unjustified
removal as auditors and submit the report on each complaint to
the Council.
To co-ordinate with the Public Relations Committee in creating an
awareness of the functions of the Committee and its role for
protecting the interest of the members.
To examine any matter referred to it by the Council and report on
the same.
To deal with the cases of unjustified removal of auditors as per
procedure evolved.

Procedure to be followed for dealing with the cases of unjustified
removal of Auditors
i)
Where an auditor resigns his appointment as an auditor of a
Company or does not offer himself for reappointment as auditor of
such Company, he shall send a communication, in writing, to the
Board of Directors of the Company giving reasons therefor, if he
considers that there are processional reasons connected with his
resignation or not offering himself for re-appointment which, in
his opinion, should be brought to the notice of the Board, and
shall send a copy of such communication to the Institute. It shall
be obligatory on the incoming auditor, before accepting
appointment to obtain a copy of such communication from the
Board and consider the same before accepting the appointment.
ii) Where an auditor, willing for reappointment has not been reappointed, he shall file with the Institute a copy of the statement
which he may have sent to the management of the Company for
circulation among the shareholders. It shall be obligatory on the
incoming auditor before accepting the appointment, to obtain a
copy of such a communication from the Company and consider it,
before accepting the appointment.
iii) The Committee, on a review of the communications referred to in
paras (i) and (ii) may call for such further information as it may
require from the incoming auditor, the outgoing auditor and the
Company and make a report to the Council in cases where it
considers necessary.
iv) In the case of removal of auditors by the Government, the
Committee will decide the procedure to be followed on
consideration of the facts and circumstances of each case.
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Revision in the manner of functioning of
the Committee on Ethical Standards &
Unjustified Removal of Auditors (CESURA)
As the Members are aware, the Institute has a Committee namely, the
Committee on Ethical Standards and Unjustified Removal of Auditors to
examine various issues of professional ethics and to address the grievances of
unjustified removal of auditors.
Recently, while discussing the existing procedures for dealing with the
cases of unjustified removal of auditors, the Council extended the power and
scope of functioning of the Committee. As per the additional power, the
Committee has been authorized to consider the cases of unjustified
removal/non-reappointment of inconvenient auditor due to his alleged
qualificatory remarks/queries. Now, in addition to the existing power, the
Committee has also been empowered to adopt the procedure narrated
hereunder:
(i)
On receipt of a complaint from an auditor regarding his unjustified
removal or non re-appointment due to alleged qualifications/queries,
the Committee may ask for the Statement of Reasons from the
Complainant which as per complaint lead to his non re-appointment/
removal.
(ii)
The Statement of reasons will be sent to the Incoming Auditor and
Auditee for their Comments/Observations. The Complainant and the
Incoming Auditor will submit their Statement of Reasons,
Observations/ Comments thereof and other Submissions duly verified
and in case of any wrong Submission, the members shall be liable for
misconduct.
(iii)

The Incoming Auditor will be advised to consider the Statement of
Reasons submitted by the Complainant while conducting the audit. The
Incoming Auditor will be asked to submit a copy of his Audit Report for
consideration of the Committee. The Committee, thereafter, shall
examine the Statement of Reasons sent by the Complainant, the
Observations/Comments of Incoming Auditor and Auditee and the Audit
Report of the Incoming Auditor to ensure that the issues raised by the
Complainant have been adequately addressed to by the Incoming
Auditor.
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(iv)

It is clarified that this procedure is without prejudice to right of any
person and legality of his appointment.

(v)

In case of any negligence by the Incoming Auditor the matter will be
referred to the Disciplinary Section of the Institute to treat the same as
'Information'.

(vi)

It may be mentioned that so far as payment of undisputed fee of the
Outgoing Auditor is concerned, the present position shall be
maintained.

(vii)

The Committee shall have the right to issue interim order, in appropriate
cases.

Appendix 4

To Standardise and Expedite the filing of the Complaint
before the Committee, the form of the Complaint and the
list of enclosures to be submitted along with the
Complaint/Statement of Reasons are as follows:
The Institute of Chartered Accountants of India
Indraprastha Marg, New Delhi - 110 002
FORM OF COMPLAINT/STATEMENT OF REASONS
Before the Committee on Ethical Standards &
Unjustified Removal of Auditors (CESURA)
1.

Name of the Complainant:
Complainant's Membership No.
Address
Phone No.
Fax
E-mail address
Website

-
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2.

Name of the Incoming Auditor
Membership No.
Address
Phone No.
Fax
E-mail address
Website

-

3.

Name & address of the Entity
Address
Phone No.
Fax
E-mail address
Website

-

4.

Particulars of Complaint/Statement of Reasons leading to removal/nonreappointment [Please attach separate sheet for details)

5.

Particulars of evidence, oral and documentary, if any, to substantiate the
Complaint (Please see the list herein below for suggested documents to be
attached)

6.

Relief sought from the Committee including the Interim Order

7.

Reasons/justifications for Interim Order

8.

Any legal prosecutions initiated and their status including all the relevant
documents.

Signature

M. No.

[Partner/Proprietor/Member]
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VERIFICATION
I, …………………………………………………………… the Complainant,
do hereby declare that what is stated above is true to the best of my information
and belief.
Verified today, the …………………………… day of ……………… 20
at …………………..
Signature

[Partner/Proprietor/Member]

M. No.

Enclosures to be submitted
along with the Complaint/Statement of Reasons:
Certified true copies of the following documents:
i)
ii)
iii)
iv)
v)
vi)
vii)

Engagement Letter of the Complainant and Resolution for engagement
of the Complainant;
Documents/evidence indicating removal/non-reappointment of the
Complainant;
Relevant correspondence exchanged between the Complainant and
Incoming Auditor;
Relevant correspondence exchanged between the Complainant and
entity;
Copy of Certificate/Audit Report and other Certificates/Draft Audit
Report/ Qualifications/Final accounts which lead to his removal, if any;
Extract of the Relevant Rules/Regulations for engagement of Auditor;
Any other relevant papers/documents on the issues involved.
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(n) Website

The Council at its meeting held in January, 2001 approved the detailed
guidelines for posting the particulars on Website by Chartered Accountants in
practice and firm(s) of Chartered Accountants in practice. Subsequently, the
Council at its meeting held in July, 2003 amended sub-paras (8) & (20) of the
said guidelines. Recently, the Council at its meeting held in April, 2004 again
revised the said guidelines. The guidelines in full issued by the Council are as
under:
(1) The Chartered Accountants and/or Chartered Accountants' Firms would be
free to create their own Website subject to the overall guidelines laid
down by the Council hereunder. The actual format of the Website is not
being prescribed nor any standard format of the Website is being given to
provide independence to the Members. There is no restriction on the
colours which may be used in the Website.
(2) Individual Members would also be permitted to have their web pages in
their trade name or individual name.
(3) The Chartered Accountants and/or Chartered Accountants' Firms would
ensure that their websites are run on a “pull” model and not a “push”
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(4)

(5)

(6)

model of the technology to ensure that any person who wishes to locate
the Chartered Accountants or Chartered Accountants' firms would only
have access to the information and the information should be provided
only on the basis of specific “pull” request.
The Chartered Accountants and/or Chartered Accountants' Firms should
ensure that none of the information contained in the Website be
circulated on their own or through E-mail or by any other mode or
technique except on a specific “pull” request.
The Chartered Accountants would also not issue any circular or any other
advertisement or any other material of any kind whatsoever by virtue of
which they solicit people to visit their Website. The Chartered
Accountants would, however, be permitted to mention their Website
address on their professional stationery.
The following information may be allowed to be displayed on the
Firms/Members' websites:
(i) Member/Trade/Firm name.
(ii) Year of establishment.
(iii) Member/Firm's Address (both Head Office and Branches)
Tel. No.(s)
Fax No.(s)
E-mail ID (s)
(iv) Nature of services rendered (to be displayable only on specific
“pull” request)
(v) Partners

Partners'
Name

Year of
Qualification

Other
Qualifications

Tel. No
Off.-Direct
Res.
Mobile
E-mail
address

Area of
Experience (to
be displayable
only on specific
“pull” request)

(vi) Details of Employees:
Professionals

Others

Name

Designation

Area of experience
(to be displayable only on
specific “pull” request)

(vii) Job vacancies for the Chartered Accountant/firm of Chartered
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Accountants (including articleship).
(viii) No. of articled clerks. (to be displayable only on specific “pull”
request).
(ix) Nature of assignments handled (to be displayable only on specific
“pull” request) Names of clients and fee charged cannot be given.
(7)

(8)
(9)

(10)
(11)

(12)

(13)

(14)

Since Chartered Accountants in practice/firms of Chartered
Accountants are not permitted to use logo with effect from 1st July,
1998, they cannot use logo on Website also.
Display of Passport size photograph is permitted.
The members may include articles, professional information,
professional updation and other matters of larger importance or of
professional interest.
The bulletin boards can be provided.
The chat rooms can be provided which permit chatting amongst
members of the ICAI and between Firms and its clients. The
confidentiality protocol would have to be observed.
The members/firms can provide on line advice to their clients who
specifically request for the advice whether free of charge or on
payment.
The listing on suitable search engine should be permitted. However, the
field of search should be restricted only to the field of “Chartered
Accountants” or “CA” or “Indian CA”, “Indian CPA”, “Indian Chartered
Accountant” or any permutation or combination related thereto. The
websites would be subjected to the guidelines contained herein and
normally would not be vetted by the Institute of Chartered Accountants
of India (ICAI). ICAI at its sole discretion may vet any of the websites
created by its members or individual Chartered Accountant or firms of
Chartered Accountants and would have powers to direct deletion of
certain portions and/or issue specific directions. In addition, necessary
action can be taken in accordance with the Chartered Accountants Act,
1949 and the Regulations framed thereunder, in case there is any
violation of the above guidelines.
The details in the Website should be so designed that it does not
amount to soliciting client or professional work or advertisement of
professional attainments or services. In case any content or technical
feature of website is against the professional Code of Conduct and Ethics
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(15)
(16)

(17)

(18)
(19)

(20)

(21)

95

as well as the restrictions contained in the schedules to the
Chartered Accountants Act, 1949, or against the guidelines or directions
issued by ICAI from time to time, appropriate action will be initiated by
the ICAI in terms of its disciplinary mechanism either suo-moto or on
complaint as provided under the Chartered Accountants Act, 1949.
The Website should ensure adequate secrecy of the matters of the
clients handled through Website.
A number of Chartered Accountants Societies or other bodies are
creating data-bases of Chartered Accountants or Chartered Accountants'
Firms and are offering listing to Chartered Accountants. Such listing
would be permitted with or without payment. In case a Chartered
Accountant or Chartered Accountants' Firm is a member of a professional
body or association or Chamber of Commerce and they offer listing to the
members or firm, the same would be permitted.
The Institute of Chartered Accountants of India will regularly inform the
aforesaid guidelines to the members and the Chartered Accountants'
Firms to ensure the strict compliance of the guidelines. The guidelines
may be revised from time to time.
No Advertisement in the nature of banner or any other nature will be
permitted on the Website.
The Website should be befitting the profession of Chartered Accountants
and should not contain any information or material which is
unbecoming of a chartered accountant.
The Website may provide a link to the Website of ICAI, its Regional
Councils and Branches and also the Website of Govt./Govt.
Departments/Regulatory authorities/other Professional Bodies, such as,
American Institute of Certified Public Accountants (AICPA), the
Institute of Chartered Accountants of England & Wales (ICAEW) and The
Canadian Institute of Chartered Accountants (CICA).
The address of the Website can be different from the name of the firm. But
it should not amount to soliciting clients or professional work or
advertisement of professional attainments or services. The Website
address should be as near as possible to the individual name/trade name,
firm name of the Chartered Accountant in practice or firm of
Chartered Accountants in practice. The Committee on Ethical Standards &
Unjustified Removal of Auditors (CESURA) of ICAI will decide in case there
is any difficulty.
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(22) The Website should mention the date up to which it is updated and the
information should not be at material variance from the information as
per the ICAI's records.
The website address of the member be obtained on annual basis in the
annual form required to be filed by the member while paying fee and the same
be taken as entry on record & the website address of the member be provided to
members as part of the membership record. If the member chose not to give his
Website address, it did not prevent the Institute to take suitable action against
him in case his non-compliance with the guidelines.
A number of non-Chartered Accountants' firms, corporates including banks,
finance companies and newspapers have set up their own websites providing
advisory services on taxation and other areas where Chartered Accountants are
rendering professional service. Some of such websites may request Chartered
Accountants or Chartered Accountants' firms to provide consultation and advice
through their websites. This would be permitted subject to the condition that
on the Website, contact address of the Chartered Accountant concerned is not
provided nor such Website will contain any material which advertises
professional achievements or status of such Chartered Accountant except
making a statement that they are Chartered Accountants. The name of Chartered
Accountants' firm with suffix “Chartered Accountants” would not be permitted.
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Appendix 6

Council Decision on Part-time Practice
taken at its 242nd Meeting held in April 2004 at New Delhi

The Council, at the outset, noted the following decisions, inter alia,
taken by it at its 241st meeting held in March, 2004 at Jaipur:

!

Effective from 01.04.2005, any member in part-time practice (namely,
holding certificate of practice and is also engaging himself in any other
business and/or occupation) is not entitled to perform attest function.
However, the exception to the above would be members holding certificate
of practice and are also engaging themselves in teaching assignment(s) for
25 hours in a week in a recognised University and/or College or institution
affiliated to a University set up under law.

!

The resolution passed under Regulation 190A, which is currently in force
and appears as Appendix 10 to the Chartered Accountants Regulations
1988 (Appendix No. 9 in 2002 Edition), be reviewed by the Executive
Committee, in the light of the aforementioned decisions taken by it, and
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the recommendation of the Executive Committee thereon be placed before
the Council for its consideration.

!

The Executive Committee shall work out the modalities/mechanism
including issuance of a notification under Clause (ii) of Part II of the
Second Schedule to the Chartered Accountants Act, 1949 for implementing
the above resolution.

The Council further noted that the Executive Committee at its 424th meeting
held on 12th April, 2004 had considered the matter in accordance with its
aforesaid decision, and has brought the following proposals for its
consideration :
(A) The following draft of the resolution to be passed under Regulation 190A,
which would be in continuation and part and parcel of the resolution already
passed (by the Council) under Regulation 190A :
“It is further resolved that the general and specific permission
granted by the Council is subject to the condition that:
(i) any member engaged in any other business or occupation, in terms
of general or specific permission granted as per Appendix No.(9) shall
not perform any attest function except in the following cases:
(a) Authorship of books and articles.
(b) Holding of Life Insurance Agency Licence for the limited purpose of
getting renewal commission.
(c) Attending classes and appearing for any examination.
(d) Holding of public elective offices such as MP, MLA & MLC.
(e) Honorary office-bearership of charitable, educational or other noncommercial organisations.
(f) Acting as Notary Public, Justice of the Peace, Special Executive
Magistate and the like.
(g) Part-time tutorship under the Coaching Organisation of the
Institute.
(h) Valuation of papers, acting as paper-setter, head-examiner or a
moderator for any examination.
(i) Editorship of professional journals (not in full time employment)
(j) Acting as surveyor and Loss Assessor under the Insurance Act, 1938
- (not in full time employment).

FREQUENTLY ASKED QUESTIONS ON ETHICAL ISSUES

99

(k) Acting as Recovery consultant in the Banking Sector - (not in full
time employment).
(l) Any coaching assignment organized by the Institute, its Regional
Councils and Branches of Regional Councils.
(m) Engagement as Lecturer in an University, affiliated college,
educational institution, coaching organisation, private tutorship,
provided the actual teaching time devoted to such activities taken
together do not exceed 25 hours a week.
(n) Engagement in any other business or occupation permitted by the
Executive Committee from time to time.
(ii) A member who is not entitled to perform attest function shall not be
entitled to train articled clerks.
(iii) The decision of the Council taken at its 223rd meeting held in February
2002 prescribing the criteria for individual cases of articleship shall
continue to be in operation.”
The Committee in this connection also clarified that the Attest function for the
purpose of this Resolution would cover services pertaining to audit, review,
certification, agreed upon procedures, and compilation, as defined in the
Framework of Statements on Standard Auditing Practices and Guidance Notes on
Related Services published in the July 2001 issue of the Institute's Journal.
(B) The following possible measures that can be taken for implementation of
the decision taken (by the Council) at its 241st meeting, as aforesaid:

!

Due periodic publicity through the Institute's Journal (on quarterly
basis), Newsletters of Regional Councils/Branches (on continuing basis),
with fee circular, E-mail IDs of firms/individuals (on continuing basis);

!

Appropriate inclusion of the decision and its implication(s) in the Fee
Circular to be sent to members for the year 2005-06;

!

Individual communication to all those whose status is currently taken as 2
(i.e., part time practitioners), bringing to their notice the decision taken
by the Council in an appropriate manner, including surrender of the COP,
implication(s) etc.;
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Appropriate changes in the software being used, if required.
Against the aforesaid background, the Council considered the proposals of
the Executive Committee, as aforementioned, and passed the following
resolution, under Regulation 190A:
“ It is further resolved that the general and specific permission granted
by the Council is subject to the condition that

(i)

any member engaged in any other business or occupation, in terms of
general or specific permission granted as per Appendix No.(9) given above
shall not be entitled to perform any attest function. However, a
member engaging in any of the following area(s), in terms of the
specific or general permission so granted, shall be entitled to perform
attest function:
(a)
Authorship of books and articles.
(b)
Holding of Life Insurance Agency Licence for the limited purpose
of getting renewal commission.
(c)
Attending classes and appearing for any examination.
(d)
Holding of public elective offices such as MP, MLA & MLC.
(e)
Honorary office-bearership of charitable, educational or other
non-commercial organisations.
(f)
Acting as Notary Public, Justice of the Peace, Special Executive
Magistrate and the like.
(g)
Part-time tutorship under the Coaching Organisation of the
Institute.
(h)
Valuation of papers, acting as paper-setter, head-examiner or a
moderator for any examination.
(i)
Editorship of professional journals (not in employment)
(j)
Acting as surveyor and Loss Assessor under the Insurance Act,
1938 - (not in employment).
(k)
Acting as Recovery consultant in the Banking Sector - (not in
employment).
(l)
Any coaching assignment organized by the Institute, its Regional
Councils and Branches of Regional Councils.
(m)
Engagement as Lecturer in an University, affiliated college,
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educational institution, coaching organisation, private tutorship,
provided the direct teaching hours devoted to such activities
taken together do not exceed 25 hours a week.
Engagement in any other business or occupation permitted by the
Executive Committee from time to time.

(ii) A member who is not entitled to perform attest function shall not be
entitled to train articled clerks.
(iii) The decision (of the Council) taken at its 223rd meeting held in
February, 2002 prescribing the criteria for individual cases of articleship
shall continue to be in operation, mutatis mutandis.”
The Council in this connection also clarified that the Attest function for the
purpose of this Resolution would cover services pertaining to audit, review,
certification, agreed upon procedures, and compilation, as defined in the
Framework of Statements on Standard Auditing Practices and Guidance
Notes on Related Services published in the July, 2001 issue of the Institute's
Journal.
The Council also decided that the aforesaid resolution, as passed by it, be
incorporated as a part of and in continuation of the existing resolution [under
Regulation 190A, which appears as Appendix 9 to the Chartered Accountants
Regulations, 1988 (2002 Edition)].
As regards the measures proposed by the Executive Committee for
implementation of the decision originally taken, the Council decided to accept
the same. The Council also authorized the Executive Committee to take such
further measures as are considered appropriate at any later stage.
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