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Revenue) Notification G.S.R. No. 1079,
dated the 15th November, 1958, publi-
shing an amendment in Government
Notification S.R.O. No. 1295, dated the
22nd April, 1957. [Placed in Library.
See No. LT-1085/58.]

NOTIFICATIONS UNDER SEA CUsTOMS ACT
1878

Sur1 B. R. BHAGAT: Sir, I also beg
to lay on the Table, under sub-section
(4) of section 43B of the Sea Customs
Act, 1878, a copy each of the follow-
ing Notifications of the Ministry of
Finance (Department of Revenue):—

(i) Notification G.S.R. No. 1103,
dated the 22nd November,
1958, relating to the allowance
of drawback in respect of
duty-paid foreign materials
used in the manufacture of
public address equipment.

(ii) Notification G.S.R. No. 1104,
. dated the 22nd November,
1958, publishing the Cus-
toms Duties Drawback (Pub-
lic  Address Equipment)
Rules, 1958.
[Placed in Lbrary. See No, LT-
1084/68 for (i) and (ii).]-

TENTH REPORT OF THE PUBLIC
ACCOUNTS COMMITTEE (1958-59)

Sgrr M. GOVINDA REDDY (My-
sore): Sir, I beg to lay on the Table
a copy of the Tenth Report of the
Public Accounts Committee (1958-59)
on the Excesses over Voted Grants
and Charged Appropriations disclesed
in the Appropriation Accounts (Civil)
1955-56.

SUPPLEMENTARY DEMANDS FOR
GRANTS FOR EXPENDITURE OF

THE CENTRAL GOVERNMENT
(EXCLUDING RAILWAYS) IN
1958-59

Tue DEPUTY MINISTER or FIN-
ANCE (Surr B. R. Buagar): Sir, I
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beg to lay on the Table a statement
showing the Supplementary Demands
for Grants for Expenditure of the
Central Government (excluding Rail-
ways) in the year 1958-59.

MESSAGE FROM THE LOK SABHA

Assam  RiFLes  (AMENDMENT)

BrLr, 1958

THE

SECRETARY: Sir, I have to report
to the House the following Message
received from the Lok Sabha, signed
by the Secretary of the Lok Sabha:

“In accordance with the provi-
sions of rule 96 of the Rules of
Procedure and Conduct of Business
in Lok Sabha, I am directed fo en-
close herewith a copy of the Assam
Rifles (Amendment) Bill, 1958 as
passed by Lok Sabha at its sitting
held on the 5th December, 1958.”

Sir, I lay the Bill on the Table,

RESULT OF ELECTION TO RAJ-
GHAT SAMADHI COMMITTEE

Mgr. CHAIRMAN: Shri Ganga
Sharan Sinha being the only candidate
nominated for election io the Rajghat
Samadhi Committee, I declare him to
be duly elected to be a member of the
said Committee.

THE CHARTERED ACCOUNTANTS
(AMENDMENT) BILL, 1958—
continued

Surt V. K DHAGE (Bombay): Sir,
on the previous occasion I had point-
ed out as to how the provisions of the
company law regarding the appoint-
ment of auditors had dcveloped a
particular situation. The provisions of
the company law had provided that a
retiring auditor shall be reappointed
and that this reappointment could be
in the name of a firm. This led to a
concentration of the audits in the
hands of a few firms and a tendency
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of hereditariness was also being deve-
loped. These circumstances, Sir,
came up before a committee that was
appointed by thc Government of India,
known as the Reviewing Committee
and before I pass on to speak about
the report of this Committee, I would
like to point eut the composition of
that Commitlee so that we might be
able to assess in that background the
recommendations or the conclusions
that they have arrived at. The mem-
bers of this Committee were:

Shri G. Basu, former President of
the Institute of Chartered Accoun-
tants,

Shri N. R. Mody, former President
of the Institute of Chartered
Accountants,

Shri C. 8. Sastri, formerly Presi-
dent and now Vice-President of
the Institute of Chartered Accoun-
tants,

Shri S, P. Chopra, former President
of the Institute of Chartered
Accountants,

Shri S. Vaidyanatha Aiyar, Presi-
dent of the Institute of Chartered
Accountants, and

Shri C. P. Gupta, 1.C.S., Member
of the Council of the Institute of
Chartered Accountants and
Deputy Secretary in the Depart-
ment of Company Law Adminis-
tration.

Now, Sir, these are the people who
practise in the name of firms. Mr. N.
R. Mody, if I remember aright, is a
partner of Fergusson and Co, practis-
ing in Bombay with various branches
outside Bombay. Shri C. S. Sastri and
the other gentlemen also practise in
the name of firms and have partner-
ship agreement with others. These
gentlemen, Sir, have considered the
various points that came before this
Committee and they considered the
recommendations that they had to
make and, at that time, the conside-
rations that came before them were
the points which I had raised last time
in my speech. I shall point out to
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you Sir, what they have said and I
would point out also—as it appears to
my mind—as to whether their conclu-
sions seem to fit in with the other
conclusions that they have arrived at.
The point that came before them was
whether the work of the auditors
should be ratiened or not. They have
said this:

“There is a general desire amongst
the members of the profession to
free the Institute entirely from
State supervision. On the other
hand, a large number of witnesses
that have appeared before us,
especially those from amongst the
junior members of the profession,
have advocated some form of
rationing of work, if not nationali-
sation of the profession.”

They further say that they do not
agree with the points that have been
urged before them and they come to
a certain conclusion and say that this
is not possible The reasons that they
advance are these:

“... but in so far as the con-
cepts of nationalisation or rationing
of professional work are concern-
ed, we would like to say that the
strength of any profession and its
evolution depend on the individual
ability of its members.”

1 would like to emphasise the words
“individual ability of its members.”
Further, they say:

“As with the legal and medical
professions, individual talent should
be the primary consideration if the
profession has to advance and serve
the public in the best possible
manner. The public who employ the
services of accountants, should be

at liberty to go to one who in their

judgment can render the best ser-
vice. In all other countries, where
the accountancy profession
made the greatest strides, indivi-
dual talent has been the only basis
on which the profession has deve-
loped; and this applies equally to
all other professions.”

has .
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They further say:

“In  a profession founded on
knowledge and integrity, the public
should be free to choose the
accountant for whom it has the
necessary confidence.”

Now, Sir, so far as the rationalisa-
tion of the work is concerned, they
have laid stress upon the individual
ability of the person and secondly
they have also said that the client or
the public should have the right to
choose any person they want in order
that they may carry out the work.
But before this Committee the ques-
tion also came whether the appoint-
ment should be made in the name of
the firms and they say:

“The system of practising firms
of accountants has also been com-
mented on in connection with the
inequitable distribution of work. It
has been said that this system
enables the concentration of pra-
ctice in the hands of a few accoun-
tants who practise through the so
called large firms.”

Now, they do not agree with this. I
do not know how they are able to re-
concile the argument with the conclu-
sion that they have arrived at. The
argument they were able to advance
was:

“A large firm is nothing but a
combination of a number of Char-
tered Accountants who have pooled
their resources and knowledge to
practise together in a body as
opposed to an individual or two or
three individuals.”

Here, Sir, the emphasis was that in
order that the profession may
improve, it should be the ‘individual
ability’ of a person. That should be
encouraged or that should be looked
into. They have also stated thal
individual talent should be the pri-
mary consideration as in the case of
the medical profession or any other
profession which they have pointed
out, Then, they say:

“The system of practising firms
ensures that experience once gain-
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ed is not lost, as would be the case
with individual practitioners.”

I do not know how experience that
has been gained by an individual will
be lost, but it will not be lost if it is
gained in a firm. I cannot understand
this argument at all. I cannot
understand this logic. Further, they
have dealt with this proposition and,
because many of the younger people
have raised before them the questions
which I raised in my speech last time,
they say this:

“If{ has also been stated in evid-
ence that the conditions of employ-
ment of the members of the Institute
in professional and other spheres are
far from satisfactory and new
entrants to the profession do not get
a fair chance as they have not the
same scope, access or facilities to
attract work as their senior brethren
have. 1t is this feeling which has
been  mainly regponsible for
demands such as the abolition of
partnership firms, the appointment
of auditors in individual names, the
abolition of the practice of purchase
and sale of goodwill, etc.”

The question that they have raised in
this is with regard to the new entrants
to the profession getting praclice in
the profession, but the solution that
they point out is something different:

“We have already discussed the
merits of the system of practice
through firms. In order to increase
the employment opportunities”—
not practice—‘for the junior mem-
bers of the profession .. .”

They are not considering the prac-
tice of the junior people, nor of peo-
ple who newly come to the profession,
but they are thinking in terms of pro-
viding employment in order to get
over the difficulty which the new
entrants have been pointing out. And
then they say this in order to increase
the employment opportunities for the
junior members of the profession.
They do not want them to come into
practice. 'They say further:
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“however, it has been suggest-
ed that the senior members of the
profession should associate the
junior members with their work,
specially when undertaking audits
of large concerns. We have consi-
dered this suggestion carefully and
feel that it would be impractical in
view of the concept of joint and
several responsibility in audit. Fur-
ther, whether an audit should be
performed by one or more auditors
is a matter entirely within the pro-
vince of the client. We therefore
do not support this suggestion. In
order to help the junior members
of the profession, however, and to
improve the quality of service ren-
dered by the profession we suggest
that the Council should recommend
to the members of the Institute to
maintain a reasonable proportion
between qualified and unqualified
assistance employed by them, and
thereby offer increased employment
to members of the Institute. We
would also suzgest that the Council
should recommend to the members
of the Institute that the senior
amongst them, e.g., members with
15 years’ standing or over, should
not accept professional work below
a certain fee.”

Now, this is the solution. There is a
demand from the members of the
profession to say that partnership
should not be allowed, that the ap-
pointment of auditors in the name of
the firm should not be allowed, that
the practice of purchasing and selling
goodwill should not be allowed. The
solution to this is that the seniors
should maintain a certain proportion.
When they employ in their services
the audit clerks, they should be guali-
fied people as far as possible and not
unqualified people. On the question
which has been placed before them by
the members, how could they say any-
thing else, because they represent a
vested class of interest, the same peo-
ple who practise in the name of firms,
who have paid goodwill and got into
the firm, and who are practising in
the name of the firms which  have
earned a name? The founders of

'
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these firms had probably disappeared
from the scene about 30 or 40 years
ago. This is one point which I have
to make.

In the matter of articled clerks and
audit clerks—as pointed out by Shri
Perath Narayanan Nair the other day
and I agree with him—I feel that a
good bit of exploitation takes place.
The audit clerks and articled clerks
are two types of people. The articled
clerk is a person who signs an agree-
ment with a practising auditor that he
shall undergo training under him for a
particular period, namely, three years
or four years. There are also people
known as audit clerks who also enter
into an agreement to undergo train-
ing, but who are already in the ser-
vice of the firm which trains them, or
in the service of the auditor who trains
them. But the period of training of
an audit clerk is double the period of
an articled clerk. If the articled
clerk is required to serve for 3 or 4
years, the audit clerk is required to
serve 6 years or 8 years. In this
matter a good bit of abuse has
been going on, because I know some
of the Chartered Accountants have
not been accepting them as articled
clerks but have required them to
serve as audit clerks, so that they can
serve them for more number of years,
half the period as audit clerks and
half the period as articled clerks. This
question also, Sir, came up before the
Committee and they pointed out:

“In actual practice the full per-
missible amount of Rs. 3,000 is
charged in many cases, and com-
plaints have been made that some
of the employers do not actually
refund the premium to the articl-
ed clerks. We have also been told
that not only are the articled clerks
not paid anything for the services
they render to their employer dur-
ing the period of training but in
fact in a few cases employers have
even been known to employ pros-
pective articled clerks as unpaid
clerks in their offices for prolonged
periods while waiting for a vacancy



1427 Chartered Accountants [8 DEC. 1958 ]

in the permissible limit of articled
clerks allowed to the employer, and
it is alleged that some even realise
extras over and above the principal
which is not refundable. That such
a system of training should be con-
sidered pernicious by the public
at large is but natural.”

This is the state of affairs in which the
firms, some of the established firms,
render service to the public and also
render training to the articled clerks.

With regard to the audit
this Committee had to state:

clerks,

“Apart from the intrinsic draw-
backs of this system of training
mentioned in the para above, the
opponents of this system told wus
that in some cases audit clerks
were employed without remunera-
tion thus negativing the whole basis
of this system of training, viz., that
promising but poor youth should
also be given a chance to qualify
for-the profession. Indeed we were
informed that the restrictions on the
number of articleships available
had led to an increase of this prac-
tice.”

Now, Sir, this is the thing which the
committee have found from their evi-
dence before them, and yet their re-
commendations are not quite in keep-
ing with the distress that ©has been
placed before them. Not only this,
but I find as a person interested in
education that more restrictions are
being placed upon the training and
upon the qualification of the people
who want to enter this profession. As
was pointed out by Mr. Narayanan
Nair and my friend Mr. Sinha, the
results of the examinations
vear are very meagre; not even 10 per
cent or 13 per cent. or 6 per cent, I
do not know exactly,

Surt PERATH NARAYANAN NAIR
(Kerala): Six to 13 per cent. during
the last nine years.

Surt V. K. DHAGE: That is the case
during the last nine years. I am not

every

L

(Amdt.) Bill, 1958 1428

able to say very correctly because I
have not checked on that point. But
I find that many of the young men
who have entered the course are com-
pletely frustrated because they have
not been able to get through the exa-
mination, and if they have got through
the examination in one part, they have
not been able to get through the exa-
mination in the other part, and the
rule requires that if they do not get
through the second part of the exa-
mination in four consecutive examina-
tions, they have to appear again in
both the parts of the examination.

Sir, in 1930 when this course was
started, there was the minimum quali-
fication of matriculation to enter this
profession, and there was a three year
period of training under a practising
accountant with one examination for
theory, and there were just six papers.
In 1932 or 1933 this underwent a’
change, and there was another exami-
nation added besides the Final Exami-
nation, that is to say, the Intermediate
Examination. More papers were
added, and the period of articleship
was extended to five years, but at
that time there was a concession
available for those who were gradu-
ates; and a further concession was
available for those who had passed
the B.Com. examination with Advanc-
ed Accountancy which was that the
period of articleship was only three
years, and they could pass the exami-
nation any time either during the time
of articleship or after the period of
articleship. Now under the Chartered
Accountants Examination  further
restrictions were added in 1949, and
in 1956 more restrictions were added
and more papers were added, and the
concession that was made available to
those who had graduated in Commerce
with Advanced Accountancy has been
taken away. Now, the period of
articleship of three years has been
made into one of four years. Besides
other papers have been added and now
it has been proposed, as stated in the
Committee report, that an articled
clerk should also have a training
known as the industrial training, so
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that he will be useful to any
industrial concern in  which he is
employed. These are the restrictions
that are being increased and these are
the difficulties that are being placed
even if one gets through the exami-
nation.

Sarr PERATH NARAYANAN
NAIR: Fifty per cent marks also in
particular groups.

Surr V. K. DHAGE: So far as the
percentage of marks is concerned, it
is 50 per cent, but there has been no
change with regard to the percentage
of marks that a student is required
to obtain because even from the
beginning, since 1930 or 1831, the
year in which I qualified myself, the
percentage of marks has been 50. But
the presults have been rather very

devastating.

It was also pointed out, Sir, that
the same kind of people get them-
selves elected to the Council of
Chartered Accountants.

{Mg. DepuTYy CHAIRMAN in the Chair.]

This has been the case because the
system of election was by a first pre-
ference vote, and the voting would
be not by poll, but by a registered
letter of election having been sent to
a person who is to give the vote; after
having voted, he could send the vot-
ing paper to the Council. What hap-
pened was that many of these estab-
lished firms had with them about 30
or 40 chartered accountants employ-
ed in their service as their assistants,
and these people being entitled to
vote, the papers were collected from
them, and they, the employers, wrote
their own names and sent them up,
and in this way the election of that
person became sure. Not only the
30 or 40 people under their employ,
but the chartered accountants in the
employ of the concerns in which they
are the auditors also were made to
vote for them. This matter was taken
up very seriously and now the condi-
tion has changed to a certain extent.
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The condition with regard to voting
does not remain as it used to be
before, and the result has been, be-
cause of that change in the matter of
voting, a large number of younger
people have been able to get into the
Council. Shri Deshmukh had said,
when I had raised this point at the
time of the Company Law debate, that
he had referred the question to the
Regional Council in Bombay. When I
asked him as to how the voting
went, Mr. Deshmukh replied ~ that
he was not concerned with the
manner in which the voting took
place. I am now able to say as to
how the voting did take place, and
I am very sorry to say that the vot-
ing there took place in the same man-
ner as it would take place in a joint
stock company where the votes are
collected. I found that the establish-
ed firms had gathered all their char-
tered accountants round them, and
they numbered not less than 125, and
voting at that time went by the show
of hands, and certainly by the show
of hands all the flock of sheep round
them did vote in the manner that the
established firms wanted. When a
demand was made for a poll, the poll
was denied. This is the manner in
which the established firms in Bom-
bay function in order to keep their
vested interests completely safe. T am
very sorry about this, and I was very
sadly disappointed that even intelli-
gent people, people who are working
in the profession, should resort to
practices which are resorted to by,
and which are taken objection to in
the case of, joint stock companies.
Sir, now I come to clause 20 of the
Bill. It lays down as follows:

1420

“After section 30 of the principal
Act, the following section shall be
inserted, namely:—

‘30A. (1) Where the Central
Government considers it expe-
dient so to do, it may, by order in
writing, direct the Council to
make any regulations or to amend
or revoke any regulations already
made within such period as it
may specify in this behalf.
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(2) 1f the Council fails or neg-
lects to compliy with such oraer
within the specified pesiod, tLhe
Central Government may make
the regutalions or amend or re-
voke tne regulations made by the
Council, as the case may be,
either 1n the form specified 1n the
order or with such modifications
thereot as the Central Govern-
ment thinks fit.”

Sir, the hon. Deputy Minister began
f1s speech by laywng empanasis upon
the 1act that they nad to create an
autonomous body 1n oraer to conduct
the attairs or this profession. 'I'nis
matter has been considered by tne

_various associations and the assocla-

tion 1n Hyuerabad ailso presented a
memorandum to the hon. DMimuster
who was good enough to do us tne
honour or meeting us. And it is
viewed that this encroaches upon the
autonomy of the body. This really goes
counter to the real objective with
which the Instiwute of Chartered Ac-
countants has been created. I under-
stand that there has been a difference
of opinion beiween the Government
and the Institute of Chartered Ac-
countants and if I am wrong, I should
be corrected. The only difference
that came between the Government
and the Institute of Chartered Ac-
countants was with regard to the re-
cognition of the qualification acquired
by people outside India. For instance,
if a person qualified himself as a
chartered accountant in England, that
qualification should automatically be
recognised as a qualification required
under the Chartered Accountants
Act, that is to say, that he shall have
equal rights with a chartered accoun-
tant who has passed the examination
and qualified himself under the above
Act. The Institute of Chartered Ac-
countants did not agree with the pro-
position which the Government placed
before it, the reason being that the
Institute wanted that there should be
some reciprocal arrangement with
the other Institute in England so that
we might be able to recognise their
qualification here. Now, the Institute
of Chartered Accountants there or

(Amdt) Bill, 1958 1432

whatever the organisation of chartered
accountants in England may be, does
s not recognise a quaiified person in
India, that is to say, the Indian char-
tered accountant to have the same
rights as the chartered accountants in
England. Then, they said, we shall
not be able to recognise the chartered
accountant from England to practise
in India. This seems to be a very
reasonable thing. The Government
of India, for some reason or other,
wants that, irrespective of the fact
whether the chartered accountants of
India are recognised in England or
not, we in India should recognise the
chartered accountants qualified in
England. I do not know how far that
would be fair and there seems to be
no other proposition which seems to
have come from the Government to
which they have not agreed except
this. If this be the case, I do not un-
derstand why the Government is tak-
ing the power to make regulations
with regard to the chartered accoun-
tants if the Institute of Char.ered
Accountants does not agree with ther.

And in the speech which the hon.
Deputy Minister made, he did not
elucidate the point as to why this
clause 30A is being introduced and

what the difficulties that they faced
were when they thought of introduc-
ing this amendment in the Aect. I
would like the hon. Minister to point
out to us what exactly are the difficul-
ties that the Government of India
face with regard to the Institute of
Chartered Accountants so that we
may be able to appreciate the provi-
sion that is being introduced here.
And if my information is correct, as
I have disclosed, the provision seems
to be not just and fair to the Institute
of Chartered Accountants.

Sir, I find that the fees that are
prescribed both for examination pur-
poses and for registration and certi-
ficate of practice seem to be rather
very heavy. Even in the matter of
the medical profession or the legal
profession, the fees are not so exces-
sive as those in the case of the Insti-
tute of Chartered Accountants. They
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have by now not only become self-

sufficient as the hon. Deputy Mmlstez‘

said in his opening speech, but also
have been able to amass a reserve of
about Rs. 10 lakhs, as was pointed out
by Mr. Sinha the other day in his
speech. If that be the case, I do not
understand why the fees should con-
tinue to be so high. There is certainly
a very strong case for the reduction
of the fees and for being able to help
the new entrants in the profession to
register themselves from year to year,

There is one thing on which I must .

speak and then I will finish. That is
with regard to the appointment of the
Reviewing Committee. This Review-
ing Committee is not looked upon
with favour by many of the chartered
accountants. Last night, I received a
very lengthy telegram, not from the
Bombay region or from the Hydera-
bad region, but from the Madras re-
gion and this telegram states:

“Members of constituency no two
views with keen disappointment and
dissatisfaction the manner in which
the reviewing committee appointed
by Government of India in Septem-
ber last reviewed working of the
Institute of chartered accountants
of India without making any refe-
rence to most members of the region
and without consulting Southern
India Regional Council and is there-
fore of opinion that this lack of
confidence is derogatory to the
autonomy and dignity of the pro-
fession and their report cannot re-
present the views of Members of
Profession consequently Bill for
amending Chartered Accountants
Act be sent to a Select Committee
of the Sabha for eliciting views of
public and profession.”

Sir, this is the view which is exp:res-
sed by the chartered accountants prae-
tising in the region of Southern India.
There seems to be really a very great
defect in this regard which this Re-
viewing Committee itself seems to be
alive to. They were appointed on the
8th of October, 1958. They sent a

questionnaire to the chartered ac-
countants on or abeut the same day,
but required their replies by the
18th of October.

Surt M. P, BHARGAVA  (Uttar
Pradesh): The meeting was held on
the 6th October, and they were ap-
pointed on the 27th September,

SHrr M. P. BHARGAVA (Uttar
were appointed on the 27th Septem-
ber. They posted the questionnaire
on the 6th October and wanted the
replies by the 18th October and that
the report was to be submitted by the
24th November. 'I will read out to
you from the report so that the House
will be able to appreciate what I
say: '

“Complaints were made to  us,
specially in Calcutta, that our ecir-
cular letter”

—1I am sorry. Mr. ‘Bhargava is right.
It is the letter that was circulated—

“of the 6th October 1958 was not
received by 'many members of the
Institute til ten or twelve days
later. It is a matter of regret that
due to Puja holidays, the circular
letter appears to have, in a few cases,
been delayed in the post office.
There was also a general complaint
that very little time had been allow-
ed to the members of the profession
to formulate and express their
views. We have already mentioned
above the circumstances necessitat-
ing quick action. Some haste on our
part was unavoidable.”

—please note the words “Some haste
on our part was unavoidable”—

“The amending Bill having already
been introduced in Parliament, it
was expected to come up for consi-
deration during its current session.
If any further changes in the Act
were to be made in the Bill, it was
necessary that the report of the
Committee should be submitted to
the Government by the 24th Nov-
ember 1958.”

Look at the time that was at their
disposal to be able to come to any
conclusion in this regard which could
be considered to be a fair representa-
tion of the views of the people in the
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profession. Now, note this. This
question was taken up by the Council
of the Institute of Chartered Account-
ants and the Government seems to
have made a promise to this Institute

to say that the members of the Insti-.

tute of Chartered Accountants or the
Council of the Institute of Chartered
Accountants will be consulted in this
matter. But there has been no oppor-
tunity given to the Council of the
Institute of Chartered Accountants to
give any opinion with regard to the
report of the Reviewing Committee.
This Committee itself pointed out:

“At that time, an assurance was
also given that Government would
give an opportunity to the Council
of the Institute to offer its comments
on the report of the Committee
before Government considered the
report.”

Now, this assurance Havfng been
given, look at the conclusion, Sir, this
Report arrives at.

“In view of this assurance we
considered it unnecessary to invite
the views of the Council as a
whole.”

It is really very surprising, Sir,
that an Institute, which has been
created by the Government to be an
autonomous body, is not consulted by
this body at all, and they have come
to certain conclusions. It appears to
me that this Reviewing Committee
Report is nothing but a command per-
formance by the Government, because
it does not seem to have considered
the various aspects dispassionately. I
therefore feel, Sir, that whatever
recomrmendations this Reviewing Com-
mittee has made with regard to the
facilities to be given for the purpose
of practising should be taken with a
grain of salt.

I shall speak in detail when the
amendments come up before the House,
but before I close, Sir, I should like
to refer to the First Schedule includ-
ed in the Bill, which gives power to
the Institute of Chartered Accountants
to try and punish a chartered account-
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ant guilty of misconduct under the
rules. .

1958 ]

Now, if you examine these rules,
you will see that these rules of mis-
conduct  will, really, in practice,
mostly work against the new entrants
in the profession; it will not affect
those firms which are established for
a number of years, because there will
be no need for them to resort to some
of the conducts laid down here, which
conducts will be punishable under the
rules. I shall just point out to you,
Sir, how they are:

" “(1) allows any person to practise

in his name as a chartered account-

ant, unless such person is also a

chartered accountant and is in part-

nership with or employed by him-
self;”

I am not disputing the nicety of
the rule; I am trying to point out as
to how these rules, in practice, will
really work against the new entrants
in the profession.

Tue DEPUTY MINISTER or COM-
MERCE anp INDUSTRY (SHRI SATISH
CHANDRA): These rules are already
there; they are not being introduced
now.

Surr V. K. DHAGE: The rules are
there, but there are very many amend-
ments also. Now what you are doing
is to give the power to punish fo the
Institute of Chartered Accountants if
any default is committed under these
rules. That is my point, and what will
happen is that the new entrants will
be at the mercy of those people who
have been established, who are practis-
ing as partners in the established
firms. That is my point.

Mr. DEPUTY CHAIRMAN: He is
saying that both the power and the
rules are there.

SHrr V. K. DHAGE: No, Sir, there
was no power of punishment given to
the Institute of Chartered Accountants
before; the power of punishment only
remained with the High Court before;
it did not remain with the Institute
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of Chartered Accountants. Now, they
have bifurcated the rules of mis-
conduct into two classes; one will be
primarily tried by the High Court and
the other will be primarily tried by
the Institute of Chartered Accountants.
I am not going into detail, but these
are the two broad bifurcations that
have been made.

SRt SATISH CHANDRA: Appeal
lies to the High Court.

Surt V. K. DHAGE: That is a
different thing. Appeal may lie to the
High Court but I am trying to point
out the hardships to the new entrants
in the profession, This I have been
doing from the very beginning. Even
in the year 1955 I pointed out as to
how the new entrants are completely
shut out in the profession. From the
very beginning I have been making
out that case and am doing so also
today, and now the rules go further to
strengthen that position.

Surt AMOLAKH CHAND (Uttar
Pradesh): What is the remedy that
the hon. Member suggests?

Surr V. K. DHAGE: My remedy is
that the powers that were given to
the High Court must remain with the
High Court, and the power to punish
the chartered accountants should not
be given to the Imstitute of Chartered
Accountants.

Surr AMOLAKH CHAND: What
the hon. Member suggests is that dis-
ciplinary action should be taken only
by the High Court and not by the
Council itself.

Surt V. K. DHAGE: Yes, that is

the present position so far as the
present Act is concerned.
Sur1 PERATH NARAYANAN

NAIR: The original Chapter V must
remain.

Suarr V. K. DHAGE: That is my
point. Now, Sir, the second rule on
misconduct is this:—

!
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“(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 profes-
sional business, to any person other
than a member- of the Institute or a
partner or a retired partner or the
legal representative or the widow
or dependents of a deceased partner
whether such partner had retired
from practice or not at the date of
his decease;”

Sir, I have already commented on
it before; so I do not go over it again.
This also will certainly be a  thing
which will affect the juniors or the
new entrants.

Then the next rule is this:

“(3) accepts or agrees to accept
any part of the profits of the pro-
fessional work of a lawyer, auc-
tioneer, broker or other agent who
is not a member of the Institute.”

Mostly again the juniors will be
affected. Now, the juniors do not
have an established partner to enter
into partnership as it is provided in
the next rule:

“(4) enters into partnership with
any person other than a chartered
accountant or a person resident with-
out India who but for his residence
abroad would be entitled to be
registered” etc.

A new thing is now being introduc-
ed by which the partnership can be
entered into by a practising chartered
accountant in India with a practising
chartered accountant in South Africa
or East Africa or anywhere else. Now,
again the new entrants will hardly be
in a position to have partnership of
the kind provided for in the rules.

Then comes the next rule which

reads:

“(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 accoun-
tant, any professional business;”
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The next rules reads:

“(6) solicits clients or professional
work either directly or indirectly,
by circular, advertisement, perso-
nal communication or interview or
by any other means;”

Now, Sir, it has been spoken here
throughout that the profession of a
chartered accountant is a business and

- the expressions “business of the part-
nership”, “any professional business”
have been used; it is all thought of
in terms of business. Now, if you
think in terms of business, then the
methods of business ordinarily should
be allowed to be followed and I do
not understand why the rules of the
profession are laid down in a manner
to shut out a business of this type to
some. Not that I am in favour of it,
but I am trying to argue out the case.
Now if this “solicits clients” ete. is to
be done who will be the person who
will do it? It is the new entrants.
Now the new entrants will not be
known to another person and he
certainly, sitting at home, will not be
able to get professional work, and I
know it is impossible to get work un-
less and until a person goes himself
and points out what work he is cap-
able of doing. This rule (6) which is
provided for is followed mostly in the
breach by practically every chartered
accountant in the profession and the
only people who are benefited by
this rule (6) are the people who are
in firms established over a period of,
say, forty years and so on, and who
are practising in the names of the
old firms, firms which do not bear
their own names.

Surt AMOLAKH CHAND: It is
the case with lawyers also. It is not
that only the chartered accountants
cannot do so. It applies to the legal
profession also to some extent.

Surr V. K. DHAGE: My hon. friend
Mr. Amolakh Chand has forgotten my
point; my point is that you are per-
mitting practice in the name of the
firm, you are permitting reappoint-
ment of the auditors in the name of
the firm, and then you are also fram-
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ing these rules. How does it really

help? In the case of the lawyers there

is no such thing as partnership in
| India, outside India too. Here the
point is that the business firms seem
to continue from year to year. Take
the case of Ferguson and Co.
although I do not want to name any
one. I take the case of Ferguson and
Co. in order to explain the point to
my friend. Mr. Ferguson, I think
ceased to be a partner in 1930 or even
earlier. But even today the name of
Ferguson and Co. goes on, and so far
as I know, no concern of the Tatas
has any other auditor except Ferguson
and Co. for the last 30 years.

SHrRr AMOLAKH CHAND: I think
my friend is aware that there are
firms of solicitors run on partnership
basis; they are the firms which practise
only on the legal side, and they
are also barred by such rules.

Surt V. K. DHAGE: I understand,
Sir, that that difficulty is also being
agitated against so far as the legal
profession is concerned, and there also
a point is being raised. But I am not
defending the legal profession; I am
trying to make out a case for the new
entrants, for the new chartered
accountants in the profession, and the
rules as such, in practice, are going

really to work against the new
entrants. That is what I am trying
to say.

Now, comes another rules which

says:

“(7) advertises his professional
attainments or services, or uses any
designation . . .”

Mr. DEPUTY CHAIRMAN: You
need not read all the clauses.

Surr V. K. DHAGE: Well, Sir, I
stop at that. Now, my general point
is that if you just read through these
rules, these rules will really, in prac-
tice, work against the new entrants
to the profession and shut them out
completely from establishing them-
selves as practising accountants. I
therefore feel, Sir, that the hon. the
+ Minister will give due consideration
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to this and I urge, in view of the
telegram that I have received and the
views that have been expressed that
this matter be considered very dispas-
sionately and thoroughly. 1 support
the mover in the appointment of a
Select Committee in this regard.

Thank you.

Surr M. P. BHARGAVA: Mr.
Deputy Chairman, Sir, the original }
Bill was introduced in the Constituent
Assembly in the beginning of 1949.
The Constituent Assembly referred

the Bill to a high-powered
Select . Committee. I call it ‘high-
powered’ Dbecause of its personnel

which consisted of Dr. B. R. Ambed-
kar, Shri K. C. Neogy, Shri H. P.
Mody, Shri K. Santhanam, our present
Speaker, Shri Ananthasayanam Ay-
" yangar, Shri Mahavir Tyagi, Shri T. T.
Krishnamachari, Pandit Thakur Das
Bhargava, Shri Frank Anthony, Shri
A. C. Guha, Shri Miherlal Chatto-
padhyaya and Shri M. Tirumala Rao.
Sir, this Select Committee deliberated
for several days and fixed certain
principles, and it presented its Report
in March 1949. The Act came into
force in 1949. Since the time the Act
has been working, certain difficulties
have been experienced. It was
brought to the notice of the Govern-
ment that there were certain difficul-
ties and deficiencies in its working,
and the Council of the Institute of
Chartered Accountants of India has,
from time to time, brought to the notice
of the Government certain practical
difficulties experienced by it in admi-
nistering the Act. In the course of a
debate on the Chartered Accountants
(Amendment) Bill in the Lok Sabha
in September 1955, in reply to some
suggestions made by some Members
of Parliament, the then Minister for
Revenue and Civil Expenditure had
given an assurance that the Govern-
ment would, in due course, bring in
a comprehensive amending Rill. The
present proposals for amending the
Chartered Accountants Act, which °
seek to give effect to that assurance,
have been fully examined.

The BRill was infroduced in this
House in September, 1958. After the
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introduction of the Bill the Govern-
ment took an extraordinarily precau-
tionary step, and that was to appoint
a Reviewing Committee in September,
1958, and the following terms of refe-
rence were given to the Reviewing
Committee:—

“To review the working of the
Institute of Chartered Accountants
in order to assess to what extent
the constitution and functions of the
Council of the Institute as laid down
in the present Chartered Accoun-
tants Act and the regulations fram-
ed under it have succeeded in achi-
eving the objects underlying the
Chartered Accountants Act, with
particular reference to the rapidly
increasing role which the Chartered
Accountants are being called upon
to play in the economic activities of
the country.”

As you will observe from the terms
of reference, they were very widz2 and
no limitations were placed on the
working of the Reviewing Committee
The Reviewing Committee has done a
good work and has done it speedily
as will be seen from the following de-
tails. ‘

It was appointed on the 27th Sep-
tember. It held its first meeting on
6th October and issued a circular.
They wanted the replies to be receiv-
ed by 18th October. Then they held
their second meeting and decided
their procedure of work, And imme-
diately they started taking evidence
on the 25th October. They had ano-
ther meeting on 1st November in
Delhi and another meeting at Kanpur
on 2nd November. Then they again
met in Delhi on 3rd November. From
4th to 6th November they met in
Bombay. From 7th to 8th November
they again met in Delhi. On 12th
and 15th November again they held
their meetings. And they finally met
on the 20th November and signed
their report. Now, Sir, in the report
they have mentioned certain things
which, if properly considered, will do
a lot of good to the Chartered Ac-
countants. Well Sir, I fully share
the views expressed by Shri R. P.
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Sinha and also his anxiety for proper
training to chartered accountants. As
far as their training is concerned,
there is much to be desired still. 'The
Reviewing Committee themselves, in
their report, have expressed certain
things and T will invite your attention
to pages 40 and 41 where they have
made certain recommendations which
run as follows: T

“We therefore consider it desi-
rable that the Institute should en-
courage the writing of suitable text
books by authors
knowledge of Indian conditions.”

Bo, Sir, their first recommendation is
about suitable text books because
there is so much dearth of them Then
further they say: ’

“We also recommend that in ad-
dition to the study papers and text
‘books the attention of students
should be invited to useful litera-
‘ture appearing elsewhere includ-
ing that available in the articles
appearing in various professional
journals. Besides, the subject of
accountancy is a dynamic one and
is affected by legislation as well as
by the constantly changing pattern
ol economic organisation.”

Now, you will remember that four of
‘them were ex-Presidents of the Coun-
cil The fifth is the present President
of the Council and the sixth is the
Member-Secretary, who is an official
and who has to deal with these matters
from day to day. 1 think no better
Committee could have expressed any
opinion about the working of the
Council than this Committee, Then
further it goes on to say:

“We consider it desirable there-
fore that suitable notes for guidance
should be issued to the students as
and when necessary clarifying the
latest enactments and rules etc.
that would be of interest and use
to the students.”

Now, this shows that they are quite
aware that those who get training are
fully conversant with the rules and
enactments, and therefore they have

89 RS.D.—4,

having wide |
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anything. Everything has

ing Committee have felt some
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made this recommendation. Then, Sir,
they further say:

“Though the postal tuition intro-
duced by the Institute shows pro-
mise and is generally apprec1ated
it has been represented to us t‘xat
postal tuition is at best only a sub-
stitute for oral tuition. It was cnly
because of the vastness of the coun-
try and the scattering of the stu-
dents that a postal course of train-
ing had to be introduced. We recog-
nise that arrangments for orsal
tuition cannot possibly be made for
all the students and that it would
also not be feasible to arrange for
the practical training of the stu-
dents in the bigger cities to enable
them to attend a coaching institu-
tion. Nevertheless we are of the
view that arrangements for compul-
sory oral tuition should be made at
least in the bigger cities, where the
regional headquarters are located,
and there is a sufficient concentra-
tion of students so that at least a
portion of the students can benefit
from it. The oral tuition should be
imparted throughout the year and
should supplement the postal tui-
tion. For about three weeks prior
to each examination a short but
intensive course of revisional lec-
tures should also continue to be
arranged, as at present.”

Now, Sir, no legislation can impose
got to be
developed by convention. The Review-
diffi-
culties in the training of candidates
for chartered accountants’ posts and

they have suggested certain wavs of

overcoming those difficulties What is
required is the enforcement of what is
already there and not the new rules
and regulations. I1f we can properly
enforce what is already there, proba-

bly we will be able to achieve the
results that Mr. R. P. Sinha and
others desire to achieve. T hope the

Council will benefit by the good sug-
gestions made in the Reviewing Cem-
mittee’s report for providing better
training to the newcomers and ibus
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improve efficiency by reducing waste-
ful methods and practices,

Mr. DEPUTY CHAIRMAN:
will continue in the afternoon.

You

The House stands adjourned till “

2-30 p.M1.

The House then adjourned
for lunch at one of the clock.

The House reassembled after iunch
at half-past two of the clock, Mkr.
Deputry CHAIRMAN in the Chair.

Surr M. P. BHARGAVA: Mr. De-
puty Chairman, Sir, before lunch. 1
was referring to the demand for a
Select Committee made by hon. Mr.
Sinha and also supported by Shri
Perath Narayanan Nair. The present
amending Bill does not alter the
principles accepted by the Constitu-
ent Assembly and embodied in the Act.
It is only intended for varying in cer-
tain details and not on principle a few
of the provisions of the original Act
in the light of the experience gained
after nearly 10 years of its working.
Even these changes are few, the ma-
jority of the amendments being in the
nature of clarifications or rectification,
There is therefore no principle involv-
ed in this amending Bill which would
require the House to have the benefit
of the advice of the Select Cominitiee.

If you would permit me, 1 would
like to go through the changes prvo-
posed in the Bill. In clause 2 they
want to add the words ‘other than
cost and works accountants’. That has
become necessary because of the se-
cond Bill before the House, namely,
the Cost and Works Accountants Bill.
Clause 3 only lays down the proce-
dure for non-practising members to
become fellows and thus be eligible
to become members of the Council

under Section 9 (2) (a). Clause 4 is |

more or less a verbal amendment, Mr
Amolakh Chand during his steech

suggested that in place of ‘in India or-
elsewhere’ it should be ‘within India:
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or outside’. That of course sounds
better and I hope the Deputy Minis-
ter will accept the amendment.

Coming to clause 5, it is only a
verbal change from ‘no person’ io ‘no
member’, One omission I find in the
Bill is that nowhere a member has
been defined. It would have been
much better if in the definition clause
a member could also be defined.

Clause 6 deals with persons of un-
sound minds and the emphasis here is
on the words ‘stands so adjudged.”
This is a better phraseologv than what
is in the original Bill. Clause 7 1s only
a limiting clause about the constitu-
tion of the Council. As at present
the elected members of the Council of
the Institute of Chartered Accoun-
tants are elected on the basis of one
representative for 150 members of the
Institute. Now, as the number of
members goes on, the persons to be
elected will go on increasing if the
present provision is adhered to:
Therefore what has been done is that
it is proposed that the elected mem-
bers be only 24 and nominated mem-
bers, as hitherto be one-fourth of 24,
namely six. Mr. Sinha in his speech
wanted deletion of the nominated
members. 1 personaly feel that the
nominated members have been doing
good work on the Council and in ihis
connection I should like to read out
the view of the Reviewing Commitfee
who have also said that the presence
of the nominated members has been
very helpful Tt says: .

“In spheres touching upon the
public interest, therefore, the logi-
cal concept of self-governance
would, in our view, be one of au-
tonomy within the framework of
the policy of the State. While a
professional bodyv should be auto-
nomous, therefore, its autonomy
should inevitably be subject to some
degree of State supervision. This
aspect, we are afraid, is not pro-
perly appreciated at times At the
same time it is equally necessarv
that the extent of supervision which"
the Stateexercises is guided solely-
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by considerations of public interest.”” |

Then they say: ‘

“There has been general recogni-
tion of the very useful role the no-
minated members of the  Council,
particularly those from Government,
have played in guiding the Insti-
tute, and we are therefore of the
view that such nominations on the
Council should continue for the
time being.”

That gives support to the provision
made in the amending Bill.

The next clause is only a procedural
clause and fixes the time-limit of 20 }
days. In clause 9 it has been said
that casual vacancies occurring before
six months of a new Council being
formed should not be filled, That
finds place in almost all election laws.
Therefore 1 see no objection in this -
clause regarding 6 months being fixed
for non-election to Al vacancies,
Shri Sinha wants this period to he
reduced to 3 months. It will be un-
necessary expense if elections are al-
lowed to be held for casual vacancies
which occur in less than 6 months.

Surr AMOLAKH CHAND: Follow-
ed by election petitions.

Surt M P. BHARGAVA: The next
clause is only a provision for conti-
nuing the Council if there is any gap
between two Councils—the old Coun- ,
cil and the new Council to be elected. |
Clause 11 has added the words ‘audit '
clerks’ side by side with ‘articled |
clerks’ and that is one of the diffi-
culties experienced in the working of
the Act and so if this addition is made,
there should be no difficulty for any-
body to accept the same.

Clause 12 is about the Secretary
being given the power to participate
in the meetings of the Council. The

. Secretary is the person who has to )
deal with the questions in the Council
almost evervday and it will be a very \
healthv thing if this provision is |
accepted. In this connection Mr
has said that in addition to the meet-

Sinha \‘
ings of the Council, he should also be l

" the provisions of the Act.

‘may be.

(Amdt.) Bul, 1958 1.448

eligible to attend the meetings of the
Committees of #he Council. That is a
very healthy suggestion and 1 hope it
will be possible for the Minister to
consider it favourably.

Clause 13 only deals with the power
of co-option for Committees formed
by the Council. That again will ena-
ble these Committees to have the ex-
perience of those people who have not
been elected but whose presence in
the various Committees will be desi-
rable. So that is a very healthy pro-
vision arud I think nobody in the House
will object to that provision.

Clause 14 deals with the list of
members and how 1t should be pub-
lished every year. Shri Satish Chandra
himself has brought up an amend-
ment improving, on the wording and
if that new amendment is accepted,
it will considerably improve things
and that should also be acceptable to
the House,

Next I come to the main clauses of
the Bill in Chapter V  As far as these
clauses are concerned, they deal with
the misconduct of the members. Under
the existing provision any complaint
or information received against a
member of the Institute 1s first consi-
dered by the Council and 1s referred
to the Disciplinary Committee  for
enquiry. Only if the Government is
of the opinion that the member con-
cerned is guilty of misconduct, the
above procedure does not apply. A
complaint made by the Central Gov-
ernment hag to be referred directly
to the Disciplinary Committee under
The report
of the Disciplinary Committee is then
considered by the Council and the

finding of the Council is forwarded in
1 every case to the High Court for final,

orders. It was felt that instead of
having to forward these findings in
every case to the High Court, it should
have the power to file the proceedings
or dismiss the complaint as the case
If it was found on enquiry
that no case has been made out against
the member concerned, the Council

B

’
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desired that in certain cases it should
be empowered to punish the member

concerned, subject to the right to
appeal to the High Court.

As far as sections 21, 22 apd
29A are concerned, they deal with
these provisions ang they, I think,

are healthy provisions in view of the
experience gained by the working of
the Council for the last 10 years. And
some of them seem to be very neces-
sary if proper discipline is to e
maintained by the Council among its
members. In this connection, I would
like to invite the attention of the
House to what the Reviewing Com-
mittee had to say on this point. It is
on page 29 of their report where
they have said:

“We have carefully considered
the procedure adopted in dealing
with disciplinary cases, as it will
be altered by the Chartered Ac-
countants (Amendment) Bill. In
our view, the altered procedure
would be a definite improvement.
Some objections have, however,
been expressed whether it would
be desirable to give to the Council
of the Institute the powers to sus-
pend or remove a member from the
Register 1or any period. The man-
ner in which the Council has funec-
tioned during the last ten years in
this respect gives us no ground to
cystain this doubt at the present
juncture. In any case, the provi-
sion in the amending Bill relating
to the Reviews and Appeals, pro-
vides ample safeguard. We are of
the view, therefore, that the wider
powers proposed in the amending
Bill may be given a fair trial”

In view of this opinion expressed by
the expert committee, I think it would
be much better if these provisions sre
accepted by the House and thev are
given a fair trial, as mentioned in
the Reviewing Committee’s Report.

Clause 17 says that:

“For the purpose of advising it
on matters concerning its functions,

|
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the Council may constitute such

Regional Councils,”.

Here Shri Amolakhji has suggested
an amendment—that is amendment
No. 34—where he wants the word
“assisting” to be added after the word
“advising”. That again improves
matters and I hope the hon. Deputy-
Minister will view it favourably.

Clause 18 is self-explanatory and
needs not much of comment.

Coming to clause 20, I have already
read out the views of the Reviewing
Committee and this clause has become
necessary because of the amendment
to section 15 in clause 11  of this
amerrding Bill.

We have been hearing about com-
plaints against the Council and I do
feel that the provision made in section
30A gives power to the Central Gov-
ernment to interfere in cases where
they have some sort of genuine com-
plaint against the Council and its
working. This point has been stressed
too much by the previous speakers
and 1 hope that in view of all that
they have said about the working of
the Council, they should have no
objection in accepting this provision,
in section 30A.

Then we come to the Schedules.
To the Schedules also some amend-
ments have been given notice of and
if amendments Nos. 37, 38, 39 and 40.
given notice of by Shri Amolakhiji,
are accepted, they will slightly im-

prove matters. ,

After this review, may I ask Shri
R. P. Sinha and Shri Nair to tell me

why and for what clause a Select
Committee is required. Shri Nair
wanted a Select Committee to talk

freely about the malpractices of
chartered accountants. It sounded
a little odd to me. It would have
been better to have given some con-
crete examples rather than adopt this
sort of argument for having a Select
Committee. It i{s a coincidence that
this Bill and the Costs and Works

the
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Accountants Bill were introduced at
the same time. The two Bills stand
on different footings.
under consideration is only an amend-
ing Bill, the other is entirely a new
thing. 1 may inform the House that
it was not the intention of the Gov-
ernment to have a Select Committee
for either of these two Bills. But
when all the implications of the Costs
and Works Accountants Bill were
brought to the notice of the hon.
Minister of Commerce and Industry,
he agreed to refer it to a Joint Com-
mittee of both Houses. I would like
to take this opportunity of thanking
Shri Lal Bahadur Sastri for this. In
view of what I have said, there seems
to be no case for referring the present
Bill to a separate Select Committee
or to the one being appointed for the
other Bill.

Shri Dhage has been talking of
heredity in the profession of chartered
accountants. But is it something new
to this profession? Don’t you find the
same kind of thing in other profes-
sions, especially in business? Do we
not see people flocking to old doctors,
neglecting new ones? Do we not go
to well-known lawyers? Do we not
like to have our business dealings
with the well-established fiyms? Where
is the harm then if the well-estab-
lished firms of chartered accountants
also flourish? I strongly oppose refer-
ence of this Bill to a Select Com-
mittee and commend to the House the
official amendments and some amend-
ments moved by the previous speakers
and mentioned by me. The Bill, with
all these amendments, should be able
to regulate the profession of chartered
accountants and help us in utilising
them fully and properly in the new
atmosphere of rapid industrialisation
of the country.

Thank you, Sir.

Dr. P. J. THOMAS (Kerala): Mr.
Deputy Chairman, I welcome this Bill.
The chartered accountants, to my

While the one ]

|

mind, are carryving out very important
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duties in the country which can be
compared with the duties of lawyer
or engineer or medical man. At the
present moment, it is even more
important because we are just now
carrying out very vigorously a policy

of industrialisation and industrialisa-

tion means the setting up of several
companies. We have already got over
20,000 companies 1n the country and
they have employed a very large capi-

tal, the paid-up capital alone being
Rs. 1100 crores. 1 suppose the total
capital may be even double this

amount; that is to say, a very large

part of our capital is locked up 1In
these companies, Who own these
companies? Many are under some

managing agents but are owned by
a large number of small people,
widows and orphans, people who have
invested probably ten tupees or even
five rupees and so on. Their interests
have got to be safeguarded and this
cannot be done properly unless we
have competent men to do that job.
Government cannot do it and, there-
fore, we want the special profession
of chartered accountants. They are
to be employed, of course, under cer-
tain regulations, to look into those
companies and their accounts from
yvear to year, from a given period to
period and to rectify any errors that
may have crept in either voluntarily
or involuntarily. For this purpose,
therefore, the chartered accountants
have got to be employed and they
have got a responsibility to the
country, to the Government and most
important of all, to the shareholders.
That is why we all welcome a very
powerful Institute to regulate the
profession of chartered accountants,
both firms and individuals, so that
all may be kept controlled by one set
of rules., There are said to be certain
unauthorised organisations working
along with this body, and the Gov-
ernment has done well in ruling
them out, in preventing such organisa-
tions so that the whole thing could
be centralised in one Institute for the
whole of the country. Therefore, 1
welcome the powers given to this Insti-
tute. Appeals should, however, lie to
the High Court. After all, this Insti-
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tute of Chartered Accountants may be .

very good, may be doing things very
well but even then, in a country like
ours with such differences of interests,
differences on account of regions and
sections, etc., it 1s necessary that the
High Court should have this appellate

authority over this body  however
ably that body may be functioning.
1, therefore, support the provision

dealing with appeals either to a High
Court or to any other Government
authority, I do not mind. What I
mean is that the final guthority should
not be the Institute in all matters.
There should be appeals against the
decisions of this Institute. When any-
body has got any complaint—and
complaints are bound to be there—it
is necessary to provide for some higher
authority at the top to whom such
appeals may be sent

Sir, certain points have been raised
against the working of this system
and those have been elaborately
explained by three speakers from this
side, Mr. Dhage, Mr. Narayanan Nair
and Mr. Sinha. I am not cormpetent
to go into this question very fully
but T think two of these matters
should be loocked into by the Institute
of Chartered Accountants and also
by the Government. The first is
regarding the monopolistic tendencies
which, they say, are being worked
out by some of these concerns, some
of them very big ones. and the fact
that they are not helping others to
come up. Some of them are able to
carry out auditing of very large
number of concerns This is more or
less common also in the legal profes-
sion, In any town ar High Court area.
you will find certain lawyers getting
a large number of cases, the biggest
cases. This cannot be prevented, but
even then some provision has got to
be made for the junior accountants.
I hope this will be done voluntarily
by the firms themselves by taking on
younger men into their firms and
giving them opportunities to rise. This
can be done gradually. This can be
done i the legal firms also. Young

v
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meq, given the opportunity, should
be able to and should be in a position
to come up by sheer abilily to the
standard of the senior men and either
jomn the existing firms or start new
ones. That is to say, nothing should
prevent them from coming up. Al
monopolistic tendencies, tendencies of
a similar character, must be looked
into and discouraged by the Institute.
I do not think it 1s going .on very
much but it 1s natural in other depart-
ments like medicine, legal, ete, et
It is in our interests to control such
tendencies. After all, in this country
we are trying to curtail the size of
land holdings. We have even given
a very small figure as the total income
possible for a . landholder. In a
country like that, to allow the firms
of chartered accountants to audit
very large number of concerns and
get big incomes is not good. There is
something against this kind of thing.
I do not say that this should be
stopped. Certain companies may be
audited by them but then this Institute
should establish certain precedents and
work it out amongst its members by
self-direction and keep this tendency
under control. This should enable
vounger people to come into the
field and establish themselves in good
positions.

The second point is about the new
entrants. This is very important in
my view and that is why I thought
of making a speech on this matter.
This 1s a country where a large num-

ber of people are unemployed. We
expect to employ 8 million in the
Second Five Year Plan. 1 do not
think this is going to be done. The

figure is going to be less than that and
here is a field where a large number

of young men can be employed.
Indian accountants, particularly in
some parts of the country, have

shown that they can stand on their
own anywhere in the world, not only
here. Such people must be given-
the opportunity and proper training.
Unfortunately, various criticisms have
been levelled against the system of
training. For one thing the premium
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wanted from them is already high,
Ks. 3000, but the allegation is that
certain firms are even demanding a
i}arger figure. Of course, it has not
been established but there have been
cases where a larger premium has
been demanded. There are also cases
where the premium amount is not
returned. After all, this premium
is not a contribution but is meant to
‘be returned. This is not done gene-
rally and it is fully or partly retained
by the firms, That is also another im-
portant point. The attention given to
ithe new entrants is very limited. They
are not given sufficient training and
attempts are not made by these con-
cerns to give them help. They have
to do hard work and at times they
have to work like bullocks in their
offices getting nothing in return at all,
"This is a social evil and I have heard
much about this in the different parts
-of the country. I hope this and other
matters will be looked into very care-
fully by the Institute and particularly
by the non-official members, the
‘Governmenti members and others, who
have a duty to this country, especial-
ly at this juncture when we are try-
‘ing to push up our people in different
lines. The profession of chartered
‘accountancy is an important one and if
4t becomes the preserve of certain per-
'sons, certain class of people, I think
it will be very dangerous because this
will result in a lot of discontentment
amongst the younger people. Finally,

A I must say that we have a right
3PM. to congratulate ourselves on one
point, we have in this country, so
far as I am able to gather, abler char-
tered accountants than anywhere in
Asia, probably than in many parts of

Europe. Our accountants, judging
from the persons I have seen in
‘Madras and South India generally,

are in a position to hold their own
against anvone in the world. Such
people, I am sure, should be given an
opportunity in the near future of
doing this work in other parts of Asia,
-even in other parts of the world. It
may be possible; anyway we have
great opportunities, Therefore, our
chartered accountants and this Insti-
‘tute particularly must come to equip
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i a large number of able accountants
" and also see to the opportunities of
© their going abroad, outside in parts of
| Africa, perhaps parts of Western or
I Eastern Asia, where competent accoun-

tants are not available, and thus

utilise themselves throughout the

country, throughout the Asian conti-
 nent and in other parts of the world.
I feel that there are intelligent people
in this country, particularly in certain
parts of the country, where the people
can rise to the highest levels of com-
petency in the matter of accountancy
and audit. And these people must
have the opportunity not only to do
work in their own limited State or
area, or even the sub-continent of
India, but throughout Asia and the
whole world. For this, again the Insti-
tute must become responsible That is
to say, the Institute under the control

of the Government must devise
means of stepping up our activity,
increasing the number of chartered

accountants and increasing their area
of opcration and helpirig them to get
. work outside, Ceylon, all over the
East and so on. This is a very impor-
tant matter and I do hope that the con-
cerned department in the Ministry of
Commerce and Industry will look into
this carefully and direct the Institute
,to carry out these big purposes, which
I am sure will be taken care of by the
Government.

Thank you.

Mr. DEPUTY CHAIRMAN:' Shri
Lal Bahadur will intervene now. The
reply will be by Mr. Satish Chandra,

Tee MINISTER or COMMERCE
AND INDUSTRY (SHRI LAL BAHADUR):
i Mr. Deputy Chairman, I am sorry
¢+ that the discussions rather took a
‘ somewhat strange turn in the sense

that there has been severe criticism of

the senior, if I may say so, chartered
accountants, on how they have been
carrying on their profession, and there
. has been also some criticism of the
working of the Institute. Well, Sir,

I personally think that the chartered
' accountants are performing a very
important duty and in the present._
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situation when new factories, new |
workshops, new concerns, and heavy ;

and big industries are coming up,
the responsibility of the chartered
accountants has become all the

greater. They are, in fact, the watch-
dogs as to how the industry is func-
tioning financially especially and 1
would not, therefore, like that we
should be unnecessarily hard on
them. There should be justifiable
criticism. I do not deny that privilege,
but nothing should be done to demo-
ralise the people who are engaged in
that important profession. It has been
said that the chartered accountants
have not been very careful in perform-
ing their duties. Even the names of
Dalmia and Mundhra were mentioned.
Well, T do hope that the House will
realise that the chartered accountants
have to function in a limited context.
They cannot examine the accounts of
the companies or the accounts of other
industries in a general way. They

[RAJYA SABHA ]

have to confine themselves to the
balance sheet which is furnished to {
them, the profit and loss account, and !
they have to confine themselves with- |
in those financial matters . . .

(Bihar): Sir, may I just suggest that
what the hon. Minister is saying,
my knowledge, is not correct? Pro-
bably if he refers to the provisions
under the Companies Act, a chartered
accountant is not supposed only to look
into the balance sheet and the profit
and loss account presented to him by
the company accountants, but he is
expected to go into the details, check
each and every voucher and every
financial transaction and report to the
shareholders and to the Com-
pany Law Administration the true and
correct financial picture as is evinced
from the detailed scrutiny of the
accounts and the vouchers not only of
the head office, but even of the bran-
ches. And branch inspection is also
provided for by a specific provision
in the company law.

SHRI PERATH NARAYANAN
NAIR: Omission of it is chargeable.

]

N

_Surr RAJENDRA PRATAP SINHA |
r

1

to
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Surt LAL BAHADUR: I am sorry
the hon. Member has unnecessarily
intervened, because I agree with what
he has said and I do not think I said
something different from what he has
said just now. It is true that he can
call for papers in regard to other
branches or subsidiary industries.
But if there is an inter-company in-
vestment, he hasno right to see whe—
ther the inter-company investment
has been done properly or not, whe-
ther there has been any fraud. He
is not empowered to do that.

Sxrt RAJENDRA PRATAP SINHA!
I beg to differ from the hon. Minister.
That is exactly .

Mr. DEPUTY CHAIRMAN: Order,
order.

Sarr LAL BAHADUR: Let the
hon. Member differ. If I am wrong,
well, I shall try to correct myself. But
at the present moment what I know
is this that there aré many matters
concerning investments, etc, with
which the chartered accountant is not
concerned. He simply cannot go into
these matters. And, therefore, I say
that he has to function within a limited
context, within the framework of the
law which furnishes him the necessary
rights. So, I was only going to say
that if cases of Mundhra or Dalmia
are quoted, they are not relevant in
the present context. Of course, those
things have to be examined in a
different manner altogether—why it
was necessary for a separate Com-
mission to be set up to go into the
matters concerning Dalmia, or why it
was found necessary to prosecute Mr.
Mundhra and conduct a case in the
Sessions Court or High Court, In that
larger context the chartered accoun-
tant 1s not expected to function. Gov-

ernment will have to take separate
action in those matters. But I merely
wanted to suggest that while criti~

cising the chartered accountants, we
have to Be more charitable and gener-
ous. That was what I wanted {0
suggest. The general efficiency of the
management or of the industry is not
directly their concern. It will have to
be gone into by some ather body,
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either by Government or some other
authority.

Then there was a lot of criticism
about the senior chartered accountants,
and almost a charge has been laid
that the new entrants are not given
enough opportunities to function and
prosper freely. I am somewhat inclin-
ed to agree with this view.

Sarr RAJENDRA PRATAP SINHA:
Thank you.

Surr LAL BAHADUR: 1 do not
want to suggest that all these things
have been done deliberately, but the
Institute of Chartered Accountants
have been functioning for many years
under a different context altogether.
The situation was different, the back-
ground was different. It has not been
possible to completely change their
outlook and approach. I shall put 1t in
that way, but 1 do think that the time
has come when the Institute will have
to consider this matter carefully asto
what steps should be taken so that
the new entrants get full opportunity
to carry on their work, to expand their
work, to progress and to prosper.
There are difficulties no doubt in the
way. After all it will be said that in
other professions there is no restric-
tion. Some hon. Member suggested
that the work should be distributed
amongst the senior accountants and
the newcomers, that a limited number
of concerns should be audited by
senior chartered accountants and
other concerns should be distributed
amongst the newcomers. I do not
know how that kind of proposition
will work. I am also inclined to agree
that there will be some difficulty
about that.

Similarly, you will say, why not ask
the senior accountants to restrict their
number of cases so that the juniors
might also get clients and some cases.
The same argument could be applied
to the profession of medicine.
Doctors of repute might also be asked
not to take up all the major cases,
important cases, and thereby earn big
incomes. 1 mean there is some form

\
1
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of competition in this field also as
there is in the other fields.
Naturally, the other aspect of the

question is also to be borne in mind.
The people also have to
given some freedom in this matter.
Those who have to engage
those who have to send for doctors,

be -

lawyers, .

should have the freedom to choose the:

doctors or the lawyers

they want..

You cannot compel a man to send for-

any doctor. If he is not satisfied with
a particular doctor, naturally he would
fike to have the best doctor he has
in his mind in the city. In the same

way in the matter of auditing of the.

accounts of a company or concern,
the company or concern should be to.
some extent free to choose the firm
of chartered accountants they like to
employ, because if they have faith in
a particular firm of accountants, they
will naturally engage that firm.

Even when 1 agree that the new-.

comers should get wider opportunities,
we cannot ignore the other side of the
picture about which I have just now
said. There will have to be some free-
dom given to the companies and con--
cerns to employ the firm of chartered
accountants they choose. So, how to
do it is the point. You cannot make:
a different law altogether for one pro-
fession and another law for other pro-
fessions. Chartered accountants are
of course regulated to some extent by
our law. Yet they are a prac-
tising institution. The chartered
accountants are free to function
almost as they like within the frame-
work of this law. They are almost
free, and even the Institute is an
autonomous  Institute. Therefore,
how to impose any restriction is not
an easy matter to decide. It will
have to be considered very carefully,
but in the present circumstances the
best thing would be for the senior
chartered accountants to voluntarily
see to it that the newcomers do not
have any complaint or grievance:
against their senior partners. It is
really very unfortunate that there is
so much of grievance and heart-
burning amongst the newcomers. It
is possible these days that sometimes;
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-we overdo also 1n putting forward
our grievances, but whatever may
be said, even supposing 1t is some-
what exaggerated, [ say 1t 1s time for
the Chartered Accountants Institute
.as well as for the senior chartered
accountants to seriously ponder over
this matter as to why there should
be this amount of grievance, this
.amount of heartburning and this
.amount of anger, and they must think
.of ways and means of how they can
_pacify them, not just merely a psy-
chological pacification, but in fact
they have to be given some work so
that they get full opportunity to
function, as I said, and prosper in the
future.

What is necessary also is that the
_newcomers have also to see to it that
they are efficient, that they have
.specialised fully in their subject, and
that they create a place for them-
.selves, If they do this, naturally the
senior partners should heip them.
But if the juniors merely depend
upon getting aid from others, they
will never be able to rise, they will
never be able to advance. So, it 1s
essential that when the hon. Members
lay emphasis on the fact that the
senior chartered accountants should
give necessary assistance to  the
_juniors, they have also to emphasize
.the fact that the juniors or the new-
comers also have to make their need
felt in the country, and if they are
not there on merits, if they are not
able, if they are not adequately qua-
lified, naturally they will not be re-
quired, they will not be wanted. So,
I have to appeal to the newcomers
also that they must try to build up
and almost force the senior partners
to give way to them, That situation
has to be created from their side
.also. To the senior chartered accoun-
tants I have merely to suggest that
ihey have also to build up a tradition.
In these matters laws always do not
play an important role. A new tira-
dition has to be built up by the senior
chartered accountants, and the tradi-
tion should be such that there are
ifriendly relations between the new-
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comers and the old people, and the
old hands should, i1n fact, encourage
the newcomers because the new-
comers are the people who will take
theiwr place. If I do not ask my col-
league to do some of my work, if I
do not entrust any work to him, the
matter ends there. I have the power
not to delegate any power to my col-
league. Fortunately I take pleasure,
I take delight in that, because my
junior colleague is the person who
will take over from me, That kind
of spirit has to be there amongst the
senior chartered accountants.

Sir, about the iraining of the char-
tered accountants, I must say that
some steps have been taken by the
Institute. They have established a
coaching board. And also at the
regional headquarters level, lectures
are given and practical training is
also given to the newcomers to take
their practical training with the
senior accountants. All these things
are there, But I have somehow got
a feeling that that is not enough. I
mean, the way the training is being
imparted is not sufficient and some-
thing much more than that has to be
done. In the same connection, Mr.
Dhage and other friends have refer-
red to the high fee that is charged
from articled clerks and others. 1 am
told that a premium of Rs. 3,000 is
charged. Well, these are matters
which do deserve consideration. The
Institute has to find money for its
working no doubt. But it has work-
ed for a fairly long time and I can

. understand that the Institute in the

beginning should have tried to find
money for its working and for itself
through the realisation of high fees,
etc But whether . . .

Surt RAJENDRA PRATAP SINHA:
I think that the fee is not charged
by the Institute. This is charged by
the senior accountants to whom these
articled clerks are attached.

Surr V. K. DHAGE: That is the pre-
mium.

Surt RAJENDRA PRATAP SINHA
I am talking of the premium.
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Suarr LAL BAHADUR: The pre-
mium 1s.charged by the senior char-
tered accountants and the examina-
. tion fee and other things go to the
Institute,

So, what I would suggest is that
we should appoint a committee to go
.nto all these matters—what should
.be the course, what should be the fee,

whether we should have a Central
Institute for training, what kind of
institutes we should have at the

regional headquarters, how to arrange
dfor imparting practical training to
new-comers and so on. All these are
important matters which have to be
considered by the commaittee, Sir,
when this Bill has been passed in this
Flouse and the other House, I propose
to appoint a committee on which
naturally we will have the represen-
tatives of the profession, the Institute
‘and I also propose to have a few
~Members of Parliament on it so that
‘the committee is able to go through
every aspect of this question and
submit its report. When that report
has been received, we can go ahead on
the basis of the recommendations of
‘that committee.

’

Sir, about the question of discipli-
nary cases, well, it has been said that
all the cases will not be referred to
the High Courts. As the Deputy
Minister said this 'morning, an appeal
lies with the High Court in every
case. But our difficulty is that we
have been referring very minor cases
. 1o the High Courts and even the
Home Ministry had suggested to me
that we should try to lighten the bur-
den of the High Courts. They being
very busy, it was not considered
advisable to refer each and every
disciplinary case for decision to the
High Courts. Hence, we have divid-
ed it into two parts. Disciplinary
cases of an important nature will be
referred to the High Courts and they
will be decided by them. Cases of
a minor nature will be dealt with by
the Institute. I personallv think that
we should not

some kind of suspicion or

[ 8 DEC

unnecessarily have | selves.
doubt | to take that view. Hence, I
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against the Institute, Most of the
cases that the Institute has decided
have been upheld by the High Courts.
The Institute has so far received 235
information and complaints against
the members of the Institute of which
155 were filed by the Council after
preliminary enquiry as no prima facie
case was established, The other 80
cases together with 12 complaints
made by the Government which
should be enquired ‘into in any case,
making a total of 92 cases, were
enquired into by the Disciplinary
Committee. Fiftyeight of these have
so far been disposed of by the High
Courts 1n one of which the account-
ant having died, the case was fileg.
In the other 57 cases, the Council had
found the members guilty i 38 cases
and the High Court had upheld the
finding in 31 cases. And in 19 cases,
the Council found the members not
guilty, in all of which the High
Court had agreed with the Council,
So, in a few cases, the High Court
took a different view. Well, I mean,
legitimately the High Court could
differ from the Council. But fo say
or suggest that there was any deli-
berate intention to victimise a cer-
tain person would be hardly justi-
fied. So, as I said at some other
place, there should be g finality
about these matters. If there was a
higher court than the Supreme Court,
many people would like to appeal to
that higher body. But after alj,
when the Supreme Court has made
a decision, whether the person con-
cerned considers it a right judgment
or not, well, he has to abide by it.
After all, the chartered accountants
will have to depend on their Institute
and on those senior people. It should
not be considered that by victimising
some of the chartered accountants,
they will create more work for them-
selves and it would rather be stretch-
ing it too far. If out of 89 or 90
cases they take action against 36 or
37 and give them some bunishment,
well, it does not mean that they are
trying to bar their way or put a ban
on others in order to prosper them-
As T said. it will not be fair
think
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that we should not oppose this pro-

vision which has been made in the

Bill.

I was thinking of something else
about this matter. But there is
hardly any time and therefore, T do
not want to indicate what I was
thinking about in this particular
matter. But there will be ample
opportunities. Let us see how it
works. If we should receive a large
number of complaints, if we really
feel that injustice is being done in
several cases, it is always open to
the Government to come to this
House and put forward an amend-
ment. So, in the present circumstan-
ces, I would appeal to the House that
this provision should be accepted as
it exists.

I was somewhat surprised that,
when we want to give power to the
Institute in this matter, Shri Dhage
vehemently opposes it, does not like
it. And if we take powers to issue
directions to the Institute, he does
not like that either.

I mean it is almost taking a con-
tradictory position—either the hon.
Member has faith in the Institute or
has not, and we have taken a middle
course. In small matters, in minor
matters we say disciplinary cases
should be referred to the Institute,
‘and there again adequate care is
taken. There is a Disciplinary Com-
mittee. The Disciplinary Committee
goes through the disciplinary cases,
and then that Disciplinary Commit-
tee refers the cases to the whole
Council, and then they come to a
decision. So, adequate care has been
taken in regard to the investigation
and inquiry into disciplinary -cases.
The hon Member said: What is this
direction? Why is Government tak-
ing power to issue directions to the
Institute? Well, I personally consid-
er that to be absolutely essential;
becduse it is an enabling clause., I do
not say that Government will every
time be issuing directions to the Ins-
titute or that Government will like

Y
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to interfere or intervene in each and
every matter. But that enabling
power should be there. If in case we
find that certain directions or certain
regulations have to be issued in the
interest of the profession itself, in the
interest——as the hon. Member said
-——of the juniors or the newcomers
in the profession, Government should
have the right if the Institute will
not agree, if they do not accept our
advice. Certainly we will, rather the
Secretary in the Company Law Admi-
nistration will discuss the matters
first with the President of the Insti-
tute. He can also discuss it with the
Council but ultimately, if they do not
see their way to agree to our pro-

posals and Government comes to the-

conclusion or is firmly of the opinion
that those things should be put into
effect in the larger interest of the
profession, well, naturally Govern-
ment will then
issue the directions. As I said just
now, we are appointing a committee
to go into the question of the training
of chartered accountants. Suppose-
the committee makes certain recom--
mendations which, say, are not accep-
table to the Institute. I don’t say-
that it will happen, but suppose it is-
not acceptable, how is the Govern--
ment going to implement those recom-
mendations? It is therefore essen--
tial that in very special cases, when
it is not possible for the Government-
and the Institute to come to an agree-
ment, then, at least that power should"
be there so that Government might
be able to function effectively.

Well, Sir, I do not want to take
more of your time; it is because the
Deputy Minister has to reply in detail
I shall not go into other matters.
I simply wanted to refer to some of
the general points which were made
in this House. I have only to’ say
this. There are firms, I mean, there
are firms of chartered accountants,

and the charge was levelled that
these are becoming monopolies——
some of the firms of chartered

accountants—that they will pass on
from father to son, that the firms
might become hereditary.

ultimately have to-

146‘-
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Well, as regards these firms, if you
will permit me to say, Sir,——I am
merely expressing my own opinion—
somehow I am not inclined tc favour
the formation of such firms or con-
cerns in respect of these professions
.although there are firms in other pro-
fessions also. For example, there are
the firms of solicitors in the legal
profession, So that thing is there and
has been there for a long time. In
U.K. there is no law at all, I mean,
the Accountancy profession is fune-
tioning in an independent manner
altogether. In U.S.A. too—I am
informed—there is no such law. So
there is almost complete freedom and
there are the firms also functioning
in those countries. But I gave some
thought to it, and felt that if we have
to consider this matter, we cannot
consider it in the context of the pre-
sent Bill. It is a very basic question,
a question of high policy. But I
must thank the House for bringing
up that matter before us so that it
might receive our consideration in
future, In any case we do not want
that it should become a hereditary
affair, and I hope our Deputy Minis-
ter will give the House an idea as
to how we propose not to make it
a hereditary sort of thing.

In the end, Sir, I have onlv to say
that the question of code of conduct
is very important in regard to the
working of our professional account-
ants, and howsoever strict we may
be, we have to depend on the stand-
ard of the accountants and they have
also to some extent to depend on the
standards that prevail in the society.
A chartered accountant does not funec-
tion in isolation; he is functioning in
a society, in which he should natural-
ly function in the same way as others
are functioning, and it is true that
we do not want merelv a code of
conduct for the chartered account-
ants. In fact, I said the other day
in Calcutta that we politicians or
administrators or businessmen should
also have some form of code of con-
duct, and we must abide by that code
of conduct, So our chartered
.accountants have also to remember
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! like the hon. Members of this House
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that they cannot rise if they will not
stick to a certain code of conduct,
and when I mention about this I say
that there 1s a great opportunity for
our new-comers to play their role,
for those who are men of conscience,
men of integrity, even if they are a
little less efficient than others, even
if they are a little less qualified than
others. I sav, if they are honest, if
they do their duty in a straightfor-
ward manner, I have no doubt they
will be not only liked but loved, and
I would therefore appeal especially
to the new-comers and also to the
senior accountants that they must set
up a high standard if they want to
build up a high tradition in so far as
their profession is concerned.

In the circumstances, Sir, I hope
Mr. Sinha will like to withdraw his
motion for reference to a Select Com-
mittee. While saying so I can fur-
ther assure him and the other Mem-
bers of this House that many matters
have been raised which are fairly
important, which deserve further con-

sideration, and I want to make a
much

who are interested in it, and Members
of the other House also if they so
desire, to meet that Secretary and
other officers of the Company Law
Administration. We can also invite
the office-bearers of the Institute, the
Council, I mean, we can have a small
conference or a meeting where we
can thrash out the various points ’
raised in this House. The hon. Mem-
bers will get an opportunity to hear
the other side also—it is just possi-
ble we may not be taking a correct
view of every matter, So I would
like, whenever the hon. Members so
desire, to hold such a meeting or
conference, where these matters could
be thrashed out, and we will then
again tell the hon. Members as to
what has been the result of the dis-
cussion, how we want to proceed in
regard to those matters which are dis- *
cussed in that body.

Sar1 RAJENDRA PRATAP SINHA:
The hon. Minister himself could take
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the initiative in calling such a con-
ference.

Surr LAL BAHADUR: I shall glad-

convene such a meeting. Therefore I
would make an appeal that that
motion of the Select Commuittee mlght

be withdrawn.

| A WEW (WA A3 ) ITHAT-
qft wgiaw, RS THIIRIN HAATHE
foer & @i § & quda w1 % {90 "y
gat g+ Sar fr owdy af g ¥
AT, ¥R A F AY 39 a7 F7 fgase
FXE | IF AT FE AWy A5 F M A
™A 1S AT ST Sty fawg &
faas foo gaar faqss #85 § IET

91fEa |

aq A A% ow AFT AW e
§ foasT 7 g9 & AR v=@ar qrgar
§ | 7€ T I9qFT AHAT AT T S 97
o faare fmar g | mir 47 v
o gl fafase agiea wiv faeex
fagr % WIS UFIRIH F wHRA ¥
a1 | ATST AT AN 971 w7 A
WAt 7 ade foar § F 9aw swrar
3T AW AEAT E | sufE w3y 9w
B9 & AHA 74T JIAT § 1 AT
T R WAl Al wEey A wamEr
qgaA A IAW, |, FEEE Fearx
e T2 | TIAT & @ § Afew farey &
IR 0T UF @A FT A 4l
ST g WT A frwrer g gier
ol & tog Sy &g o, forw ware
FI AT, TEAAZ A Agmar & IR § A
v fad 919 ) aei 49 7% qend fw
w1EE TRT3E A wgt 9 feAra 1 am
T 47, 4 AT AT FFEA forer Ay
g, SHF IMT F W AT FEARE F
q4 & ST AEAT T AT ATH FE A
g | =E TwSE faw I

{
|
}
ly take that initiative, Sir, and would ]
l

J
l
|
l
|
)

fa% gt & o qarfas @af gar ar
TE EATY T |ATHA T FA STAT AT
it 48y §1 W7 7 fdaa € oA
URTIEIA & ST B § IAA AG A
gy g athd & S e 3 %
araa A § SAwT afrfenaT  wa
FOTa AT fo sfefsiae Tae #7 e
faAs = & Famr T g fF Ffrfeda
AT BIZATAT STAAH FT FTH ITFT.
£ 1 a1 v1 g frae £ % §3 ooiEw
T I A AT FTAT AT A,
foa® gRT I9%T 39 @ F A qwq7
faar s & fow areew vy 9%
ATHA AR SR A fedT owwed ¥ A
Ffrerd &7 91g a7 7 T B A9
g M g1 T IH qE 97 AMTHR
w017 for faq oww ¥ g 3 fog 1
F 39 IR ¥ 7 3@ fF gvmEe 7 Siw
g a1 & | TF FTAS FT AR A T
G WX TF FAEFAE §EETT F
FFT W & AW, ATES THNILH &Y
form st & Featd st § wawr wE
ATST AT A § | AT TAHHE TT ARIA
FA%a7. A ZfeA e F FH1 &
A A AAT § SHS TE {7 AT
ST RET g 9WH g7 A 17 9gET § fR
qga F, FFA A A1 AL Ky AHAT, Tg A
q 19T Fg @1 §, TG T 39 T8 4
feama 97 F=v7 g oo avg ¥ =Es-
THETSETy 39 femea B TEAT AT 8
AT AT E | F GAT R F @ wEe
Fv feqa Ja7 &% @3 § AW
ooy § Aegr AT(EE IAET (A
AT § afFr UF ST E AT SAE
o strat g for 7 oy sramsE 7 agEn,



Chartered Accountants

1471
a1 FAT g w0\ q1 AT g fAgan
& f& STt Teeaqt F7 AT wHTeEEA
¥ YL & IA T qF ZH IART SqTET
T & 3|F F fod werge 9 #F an
T IF A A AE w7 9g
aAT 7 33 fgma w=E ave ¥
¥\ Fv forar 3, ug agd 4 Ta
£ | I ST [T 9% ALAT FOH
TERE KT N AR AT GETEET &4
&Y, a7 7 waed €1 A1 Irfed F qreaw
TR, AR AT g0 w9 417 @
ANV 97 F @A K71 A7 AT {59 Feor &
feqm frama &t § i w77 &1 99 97
ag fyeer<r Tt sy fF 9RE ow-
Fzw fomwr  qarfaa @wet ar faw
THET T afreErS wvar 918 I e feaa
Al &1 4 Aoy @T U Y
AT AET TFTIIEA |E T THT F
TS F7% I sufFqEt § a8 ey
v f6 § IS 39T & AT AG | e
|1 AT AT AR § | A8 @ g
TAR TEAHE FT agT 9T G F€ AMAT &,
IFT AT § W7 I T FT AgIIAr
T AW TRYANT FIG g | sEid A9
7z fEe § fF oAl w1 19 zawm
aFr wrfed famd o arg 7 &

: qifefoma Udr g e |
Fifeeetz wgreer ( Afvmdfey ) &
g 9T farmr waT A ) T AV AT R
ST AT AT HT T AR AT TEwd
ifeege & qaw AR, I AT O
ag faq gm GrAA ST A g
TOF FTY ST JCAT ML o 7
FY 75§ ITN T & g 7 aglema
321 #7 7% £ | fraw semfe amE & A%
AT FT2 &, SAR G @rT HFETT
THaRe A T gfda w@r g )
TaAAE § g vAr g fw s e s
T AT FE (A7 ALY FART & AT T
STHT AN FI IFAT g (F d a7 |

[ 8 DEC.

1958 ) (Amdt.) Bill, 1958 1472

WL FAC #7 fearaa & qanfaxw 5 a
FAF | 7 TAAHE 9T fauEl &7
FAT T F AT FT aFAr § q41 5 g9
THEHE faer 7 a1 30 § S
FAME IgA @A G | AT F a9 g 5
A A AT /i 93 § et fram
F qEq 7 AT &1, AfFT o 57 e
AT ATH & ITH T@ a4 F AfAwA
T3 &Y @I T AFAT | .

Tas wfafer 5w fag 7 @ 23
F dgd HILATA TAT F HATAA oW
qUH & T E 1 g A CRawafea
a7, wsarfmae w9y, fefafwad
FAZ & G T TATET, A A FTAE S
IH9 W FHET FF & AT H W TGRS
T FOAT AT TE@TE | AT A FqT (A
ZH 77 fa 1 997 WE AT AR ATE-
a4 F TAAAE FIAE A g W FLTIAT
& o @ g, A1 6T 2w A e upEaey
q 7g ITHIE F, T AT FL 6 ITHT AT
g1 AT I S F1 A1 O -

T & QIO WY I [AHE ®T AZ

facaar zafiae g1 og % ST TaaAe
#7 Gar fady wwe & fear o1 w@r
3gar  fEe 9T q FREW AE @
wre | Ay A ag 2 fFea
T At s AT a7 fa=ue W Ay
PTARATAT & | aF A7 (AgErede &1 S
HeZT 9T a8 qTU A2 59 agT &
T, ASHEF A W FIET ARIEAT FT
7 W TATFFT L 9] 99
afefmpam #1 arq o € a1 g7 a9
qTdl &1 3GT gU AW S AIIAE IF
faefy ez & 9t oo AdTE

TS ad fagrdl 3 qea MR A
7 o7y g1 @fFT F g fazaarcns w9
¥ Fz aFan g (% dfwesd saua & g]
St aTd | AT gTAR 7@ @I E I9R
T waHTT FT HIZ F 1 TSR AQ



1473 Chartered Accountents

[= T @g=]

g 1 T UHIT H & AT ST ar ;A
qEAA AT H G| I TF G2 §
forer & g8 21 T FAT Aifem § A1 gFF
Zd9 g WT@EY d gl FAE;
g afew owEl TwAT AT F T H,
FF F T, FAF-ALH oz, gem-
T} & fag, fasra & fan faars fag
qa FFLY @« om 91 @ € saH fog
ST FT TEIANT AT FR IHFT KA
Y AT ST asaT S 1 gy fAggT
& @ a9 ax g fafaeeT 7w
FECATC FT A FTAT 7% 97317 ®ATar
g FARUH FAT F IR AAE 3 &
T A GAAITE (F o9 FAIA { W g
N3 qT 98 TATH (91 FLq |

a9 q9F AT 74 OF  |AgA QAT
a1, AHF TG TG A5G

Surt SATISH CHANDRA: Mr.
Deputy Chairman, Sir, I have very
little to say after the speech of the

Minister of Commerce and Industry.
While moving the motion for consi-
deration of this Bill I had referred
briefly to the history and growth of
the Institute of Chartered Accountants.
I had ventured to point out its succes-
ses and achievements as well as some
of its shortcomings and failures. I had
briefly touched upon these 'matters in
order to convince the hon. Members
that we were aware to some extent of
the problems which they had in mind.
Several things have been said against
the Institute and its senior members.
I might say that though there might
be grounds for grievance against cer-
tain section of the Institute, it has, on
the whole, functioned well and has
advanced the cause of the accountancy
profession in India. There are certain
shortcomings which must be removed.
This Bill empowers the Government
to make regulations in consultation
with the Council of the Institute and
if necessary, to issue directions. It
shall be our endeavour to do away
with these shortcomings and remove
- them as far as possible carrying with
~us the senior members of the Institute,

[ RAJYA SABHA]
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| 80 that the defects and deficiencies
. which have been pointed out in this
. House can be removed with the good
will of everybody concerned.

After having said this, I will refer
to a few points raised by hon. Mem-
bers. The responsibilities and the
obligations of the chartered accountants
to our society, where industrialisation
is progressing at a fast pace and
companies are being formed in large
numbers year after year, are quite
onerous. It is absolutely necessary
that the standards of this profession
should conform to the objectives before
us, not only the limited objectives
embodied in the Act but the larger
socio-economic objectives, to which 1
referred in my opening remarks. 1
am glad that as far as that matter is
concerned, we have the support of
every Member of this hon. House and
the observations made here will cer-
tainly impress on the profession the
need for greater vigilance in that
respect, While we are entitled to
expect from the profession high stan-
dards for the furtherance of the socio-
economic objectives, we must also be
clear about its proper role and func-
tions. The hon. Minister has already
referred to this matter. I think there
is some confusion on this issue. The
responsibility of a chartered accoun-
tant vis-a-vis the company is to verify

. the correctness of the accounts as
© they stand in the books. It is his
function to make such enquiries as

he possibly can from the management
and to present to the shareholders as
correct a picture as possible of its
state of affairs and to see that there
are no mistakes in the accounts, that
the balance sheet has been drawn up
in conformity with the law, that the
profit and loss account has been pro-
perly prepared and so on. It is how-
ever, not the function of the chartered
accountant to question the manage-
ment about the technique of produc-
tion. There may be some economy in
his opinion, if a particular technique
is followed for manufacturing an article
but it is not the function of the char-
tered accountant to point it out. He is
not, by his own training, entitled to
make such suggestions. It is not for
a chartered accountant to suggest tQ



~

1475 Chartered Accountants

the management, the managing agents
or a managing director that company
funds should be invested in a particular :
manner. He can only see whether the |
funds have been invested and if they i
have been invested whether
they have been brought into
the books. Whether they Thave
been invested rightly or wrongly
or whether the investment is sound
or unsound is not a matter for him so
long as investment has been made
according to the law. Those who make
these investments are careful enough
to see that they remain within

4’ M the four corners of law.
" Therefore, the chartered
accountant cannot and does

not point out to the shareholders these
inter-company investments which may
sometimes lead to losses. If invest-
ments are made according to the law,
they are not objected to by the charte-
red accountant. So, while we may
criticise the profession—and some of
the criticism may be quite Ilegiti-
mate—we must clearly understand the
real role and the limited responsibili-
ties and functions of the profession.
Only then can we properly appreciate
the progress made by the Institute or
the manner in which duties have been
discharged by the chartered accoun-
tants. We may try to evaluate their
work against a proper background and

in proper context. I would like to
leave the matter here.
My hon. friend, Shri Dhage, and

also other hon. friends, Shri Nair and:
‘Shri Sinha, emphasized rules of con-
duct which should be observed by the
chartered accountants. It was obser-
ved that they are followed more in the
breach than in compliance. Instances
were cited in this connection and
several suggestions were made. It was
-asked: ‘Why not introduce compul-
sory audit of business concerns with
an income above a certain 1limit?’ 1
think Mr. Sinha, said that. The sug-
gestion is a good one prima facie. It
has been examined quite a few times.
Prof. Kaldor made certain recommen-
dations in that connection. The
‘Income-tax Enquiry Commission also
-eonsidered that subject. It has been
-examined by the Central Board of

89 RSD—S5.
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Revenue in the Ministry of Finance.
There are practical difficulties in imple-
menting this proposal. Prof. Kaldor
examined three suggestions in  this
connection. He thought thaf if
chartered accountants were to be made
responsible for accounts for income-
tax purposes, that could be done only
in three ways. One is to nationalise
vrofession. Failing that, there
should be compulsory audit by the
Government auditors, in addition to
the auditors appointed by the com-
pany. The third is that the appoint-
ment of auditors by the company
should be approved by the Auditor-
General and the Government should
share with the company the fees paid
to such auditors. These suggestions
were made by Prof. Kaldor and
examined in detail by the Taxation
Enquiry Committee and the Central
Board of Revenue which came to the
conclusion that they were not practi-
cable.

1t is easy to impose statutory obliga-
tions on somebody, but it is entirely
a different thing to secure an effective
discharge of those obligations. Sup-
pose the profession is nationalised.
Even if the profession is nationalised,
it is not clear how such irregularities
as the keeping of two sets of accounts,
one for income-tax purposes and for
being shown to the auditors and
another kept secretly can be over-
come. How can that evil be dealt
with by the nationalisation of the
profession of chartered accountants?
It is also difficult to detect cash trans-
actions which are kept outside the
books and brought in at some appro-
priate time through surreptitious
entries. How can that be remedied
by merely changing the chartered
accountant, or by nationalising the
profession? There are many other
evil practices. The remedy lies, per- -
haps, in arousing public opinion so
that such practices by company
managements become impossible, ot
in taking stringent action under the
Income-tax Law or other taxation
laws or under the Indian Companies
Act. The Chartered Accountants Act
is surely not the place for considering

! these issues which gre much more

’



1477 Chartered Accountants [ RAJYA SABHA ]

[Shri Satish Chandra.]
complicated. The Direct Taxation
Administration Enquiry Committee is
studying the problem of tax evasion
and I am sure that it will look into
this problem, So these suggestions
appear to be outside the scope of the
provisions contained in the Chartered
Accountants (Amendment) Bill.

My hon. friend, Shri P, Narayanan
Nair, referred to shady deals by several
business houses in this country and he
charged the chartered accountants
with failure in their  responsibility
because they did not detect them in
time. 1 have already dealt with this
matter briefly. There are already
powers of investigation under the
various Acts which the Government
already possess. The Commission of
Enquiry Act, the Industries (Develop-
ment and Regulation) Act, the Com-
panies Act confer these powers. There
are several other Acts where specific
provisions are made for enquiry into
such deals. But so long as they are
shady and so long as the managements
do not show them in account books,
they are not covered by the responsi-
bilities of the chartered accountants.
If at any time the auditor is found to
abet in these transactions or fraudu-
lent acts, if he is party to it or if he
suppresses facts which come to his
knowledge, well, he can always be
taken to task under the law.

SHRI PERATH NARAYANAN
NAIR: If I may interrupt, if the man
does not call for the necessary papers,
is that not chargeable? Is he not
responsible?

Surr SATISH CHANDRA: Yes, but
all these shady deals take place out-
side the papers. That is the difficulty.
If the transactions were recorded in
the books, then that would certainly
be the responsibility of the chartered
accountant. But they take place out
side and are not brought on to the
books. Securities disappear. At the
time of the audit they are brought
back and put into the safe and shown
to the auditor and they again disap-
pear for one year. They reach the
speculation market. What T am sub-
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mitting is, so long as they are not in

' the books, that is not the responsibi-

|
|

i vested interests.
" There

lity of the chartered accountants

Surr V. K. DHAGE: Correct.

SHrr SATISH CHANDRA: 1If they
abet in the performance of these
things, if they deliberately  conceal

facts which come to their mnotice, they
will certainly be responsible and they
can be punished for professional mis-
conduct.

1 need not go into the details ot
disciplinary cases because the hon.
Minister has already referred fo this
matter. There were about 92 cases in
which a prima facie case was esta-
blished. They were referred to the
Disciplinary Committee and on  the
recommendation of that Committee,
58 cases went to the High Courts. The
hon. Minister has already given the
number of cases in which punishments
were meted out. -

My hon. friend, Shri Dhage, said
something about under-cutting by
senior members of the profession in
order to prevent younger men from
getting business, The under-cutting
has now been included in the schedule
as one of the items so that it can be
treated as professional misconduct.

Mr. Sinha said that the Reviewing
Committee have not taken into consi-
deration the difficulties of the junior
members. I will request him to look
once again into the recommendations
of the Reviewing Committee. The
Reviewing Committee consisted of
eminent persons from the profession.
They were the senior men and have
produced a document in which they
have done a lot of self-criticism. We
must appreciate the spirit in which
they have prepared the report instead
of saying that they have not been
fair to the younger people. Mr. Dhage
said just now that because the senior
men were on the Reviewing Commit-
tee, they have recommended something
which looks as if it has come from the
It is not at all correct.

is a lot of self-criticism in
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the Reviewing Committee’s Report., -
leaders ! is a lot of self-criticism, will try ear-

The senior memebrs, the
of the profession, have themselves
poinfed out the difficulties experienc-
ed by the junior members of the
profession, the need for improvement
in the arrangements for training, the
lack of opportunities for the young
men and so on. They have more or
less reflected the feelings of the
friends opposite who have criticised
them and said that the senior mem-
bers have not been fair.

Suri RAJENDRA PRATAP SINHA:
I have relied on the report of the
Reviewing Committee to critirise the
Institute’s training facilities,

Surr SATISH CHANDRA: My hon.
friend. Shri Dhage, read out the names
of the members of the Reviewing
Committee one by one and said that
some of the recommendations made
by them appeared as if they were
recommendations made in their cwn
interests, not in the interests of the
younger members. When I read the
report of the Reviewing Committee,
I somehow get a different impression.
I read it as a document which has
done a lot of self-criticism, which
leaves the impression on my mind
that it is a document produced in an
honest spirit. That is the impres-
sion on my mind. It may be that
" my impression may differ but there
are many things in this report on
which action has to be taken. These
recommendations relate to training,
to fees, to professional ethics and so
on.

There is another gquestion. Where
should the dividing line be drawn at
which the senior members should
stop and leave the field to young
men? These things can best be
controlled by the senior members
themselves or alternatively through
regulations. These cannot be includ-
ed in the Act. There are no sections
in the Act dealing with such matters.
They come under the regulation-
paking powers of the Council. My
own impression is that the Council,
after reading the report of the
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Reviewing Committee in which there

nestly to correct the shortcomings.
If it is not able to do so or there
is difficulty, Government can bring
its influence to bear upon the Coun-
cil. We will request the Council or
try to persuade it under our regula-
tion-making powers to mske such
improvements as are considered
necessary for the achievement of
larger objectives. It is only with that
end in view the regulation-making
power is being taken and I am quite
sure that the difficulties, which the
hon. Members have pointed out or
the Reviewing Committee has pointed
out, will be remedied in due course.
We shall welcome suggestions from
the hon. Members. The Minister has
already said that he will consult them
in regard to what can be done.

There are many other points raised
by hon. Members but I think they
can be dealt with when we discuss
the clauses. I need not go into each
one of them now because if will be
a repetition again when we take up
the clause by clause consideration of
the Bill.

I request my hon, friend Shri Sinha
to withdraw his motion for referring
the Bill to a Select Committee, There
are many amendments, official as well
as non-official, which the House will
be considering just now. I think
some of them will improve the tex-
ture of this Bill | ) ,

1 would like, with the permission
of the House, to move an amendment
of which notice has not been given.
If the House permits . . .

Mr. DEPUTY CHAIRMAN: We can
take that up when we take up the
clause by clause consideration of the

Bill.

Suri SATISH CHANDRA: I just
want to mention it so that the hon.
Members may think over it, It relates
only to the deletion of a few
words which will improve a clause.
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Mgr. DEPUTY CHAIRMAN: When

we take up the clause by clause con-
sideration of the Bill . ..

Ser1 RAJENDRA PRATAP SINHA:
Let the hon. Minister mention the
text, Sir. He can generally point out
0 that we can think about it.

Mr. DEPUTY CHAIRMAN:
mention the amendment.

Just

SHr SATISH CHANDRA: 1 will just
mention it. In part I of the First
Schedule, on page 9, line 34, the

words “or the widow or dependents”’

should be omitted; on page 9, lines
85-36, the words “whether such part-
ner had retired from practice or not
at the date of his disease” should be
omitted. These amendments are
being moved in order to meet the
objection of Mr. Dhage who said that
this profession was being converted
into a business by making these emo-
luments permanent. The idea is that
if a chartered accountant who is a
member of a firm has retired or
dies suddenly, there should be some
provision for his widow or children
at the time of his death. Otherwise,
a fixm of chartered accountants is
purely a partnership of the working
auditors, 1 am suggesting that amend-
ment to ...

Sarr V. K. DHAGE: But my amend-
ment is also of a similar nature.

SHRI SATISH CHANDRA: We have
got it examined. The wording I am
suggesting for the consideration of
the House covers what we have in
view and also concedes what the hon.
Member has in view, It is only a
question of wording and I think we
can leave the wording to the legal
draftsmen. !

Sir, I have done. I thank the House
for having welcomed this Bill except
for some differences on matters of
detail many of which are being cover-
ed by the amendments.

Thank you, Sir.

[}

L RAJYA SABHA |

|
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Suri RAJENDRA PRATAP SINHA:

Sir, in view of the very good assur-

ance given by the hon. Minister that
he is going to appoint a high-powered
committee to look into the detailed
wvorking of the Institute, particularly
the training part of it, and also, Sir,
in view of the fact that he has agreed
to take the initiative to call a minia-
ture conference of Members of Par-
liament, of both the Houses, of the
Administration and the Council to
meet together round a table, I beg
leave of this House to withdraw my
motion.

The motion* was, by leave, with-
drawn,

Mgr. DEPUTY CHAIRMAN: The
question is:

“That the Bill further to amend
the Chartered Accountants Act,
1949, be taken into consideration.”

The motion was adopted.

Mr. DEPUTY CHAIRMAN: We
shall now take up clause by
consideration of the Bill.

Clause 2—Amendment of preamble

Surt SATISH CHANDRA: Sir, I
move:
41, “That at page 1, for the

existing clause 2, the following be

substituted, namely:—

‘2. Amendment of long title and
preamble:—In the long title of.
and the preamble to, the Charter-
led Accountants Act, 1949 (38 of
1949, hereinafter referred to as
the principal Act), for the words
‘profession of accountants’ the
words ‘profession of chartered
accountants’, shall be substi-
tuted.'”

I am not moving my amendment
No. 15.

Mr. DEPUTY CHAIRMAN: The
question is:

m—

*For text of motion see col. 1173 of
4th December, 1958 supra.

clause

Yl
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41. “That at page 1, for the ex- -
isting clause 2, the following be
substituted, namely:— - !

¢
i

“2. Amendment of long title and
preamble.—In the long title of,
and the preamble to, the Chart-
ered Accountants Act, 1949 (38 of
1949, hereinafter referred to as
the principal Act), for the words

‘profession of accountants’ the

words ‘profession of chartered

accountants’ shall be  substitut-
’ ed.’ ”

The motion was adopted.

" Mr. DEPUTY CHAIRMAN: The
question is:

“That clause 2, as amended, stand
part of the Bill.”

The motion was adopted.

Clause 2, as amended, was added to
the Bill.

New Clause 24

. Sart SATISH CHANDRA:
move:

Sir, 1

[8 DEC. 1988 ]

42, “That at page 1, after line 9,
the following new clause be insert-
ed, namely:—

‘2A. Amendment of section 2.~
In section 2 of the principal Act—

(i) in clause (b) of sub-sec-
tion (1), the words ‘and who
is in practice’ shall be omitted;

(ii) in sub-section (2)—

e (a) after the words ‘chart-
' ered accountants’ or ‘charter-
ed accountant’, wherever they
occur, the words ‘in practice’
shall be inserted;

(b) for the words ‘a firm

of chartered accountants’, the
words ‘a firm of such charter-

aed accountants’ shall be sub-
stituted.””

oo |
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Mr. DEPUTY CHAIRMAN: New

. clause 2A is before the House.

Surr RAJENDRA PRATAP SINHA:
1 welcome this amendment very
much.

Mr. DEPUTY CHAIRMAN: The
question is:

42. “That at page 1, after line 9,
the following new clause be insert-
ed, namely:—

‘2A. Amendment of section 2.—In
section 2 of the principal Act—

(i) in clause (b) of sub-sec-
tion (1) the words ‘and who is
in practice’ shall be omitted;

(ii) in sub-section (2)—

(a) after the words ‘chart-
ered accountants’ or ‘charter-
ed accountant’, wherever they
occur, the words ‘in practice’
shall be inserted;

(b) for the words ‘a firm

of chartered accountants’,
the words ‘a firm of such
charfered accountants' shall

be substituted.” ”
The motion was adopted.

Mgr. DEPUTY CHAIRMAN: The
question is:

“That new clause 3A stand part
of the Bill.”

The motion was adopted.

New clause 2A was added to the
Bill.

Clause 3 was added to the Bill.

Clause 4.—Amendment of

tion 6

SHRr SATISH CHANDRA: Sir, I
move:

sec~

16. “That at page 2, for lines’ 9
to 13, the following be substxtuted,
namely:—

‘(ii) for gsub-section (2),‘ the
following sub-section shall: be
supstifuted; namely: —

Hsd’(zfﬁ”EVEry such membex shall
pay such”antiial fee 'for ' his

ad
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certificate as may be prescribed,
and such fee shall be payable
on or before the 1st day of
April in each year.”

Mgr. DEPUTY CHAIRMAN: The
clause and the amendment are before
the House. I take it that nobody is
speaking.

The question is:

16. “That at page 2, for lines 9
to 13, the following be substituted,
namely:—

" ‘(i) for sub-section (2), the
following sub-section shall be
substituted, namely:—

(2) Every such member shall
pay such annual fee for his
certificate as may be prescribed,
and such fee shall be payable
on or before the 1st day of
April in each year.”

The motion was adopted.

Mr. DEPUTY CHAIRMAN: The

question is:

“That clause 4, as amended, stand |

part of the Bill.”

The motion was adopted.

Clause 4, as amended, was added fo
the Bill. T

Clause 5—Amendment of section 7

Ser1 SATISH CHANDRA: Sir, I
move:

43. “That at page 2, for the exist-
ing clause 5, the following be subs-
tituted, namely:—

‘5. Amendment of section 7.—
In section 7 of the principal Act,
for the words beginning with
‘Every member of the Institute'
and ending with ‘in substitution
therefor’, the following shall be
substituted, namely:—

Every member of the Insti-

tute in practice shall, and any
other member may, use the
designation of a chartered ac-
countant and no member using
such designation shall use any
other description, whether in
addition thereto or in substitu-
tion therefor.’”

Mr. DEPUTY CHAIRMAN: The
clause and the amendment are before
the House. Since nobody is speaking,
I will put the amendment to the
House.

The question is:

43. “That at page 2, for the exist-
ing clause 5, the following be subs-
tituted, namely:—

‘6 Amendment of section 7.—In
section 7 of the principal Act, for
the words beginning with ‘Every
member of the Institute’ and end-
ing with ‘in substitution therefor’,
the following shall be substituted,
namely:—

Every member of the Insti-
tute in practice shall, and any-
other member may, use the
designation of a chartered ac-
countant and no member using
such designation shall use any
other description, whether in
addition thereto or in substitu-
tion therefor.”

The motion was adopted.

Mgr. DEPUTY CHAIRMAN: The
question is:
“That clause 5, as amended, stand
part of the Bill.”

The motion was adopted.

Clause 5, as amended, was added to
the Bill.

Clause 6 was added to the Bill.

Clause 7T—Amendment of section 9

SHrT RAJENDRA PRATAP SINHA:
Sir, T move:

17. “That at page 3, lines 1 and 2
be deleted.”

’
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Mgr. DEPUTY CHAIRMAN: The !
clause and the amendment are before
the House,

Surr RAJENDRA PRATAP SINHA:
Mr. Deputy Chairman, the hon. Min-
ister while moving this Bill for consi-
deration of this House has not stated
anything to justify the amendment of
this clause. I may explain to you
what is the significance of this clause.
Now, on the Council at the present
moment probably the number is not
fixed. It is fixed by regulation but
not by statute, as far as I know. Now,
it is being fixed that there will be
only 24 members of the Council and
,out of this 24, it is being provided
that six will be nominated by the
Government. As far as I know, at
the present moment probably the
strength of the Council is 25, or some-
thing like that. But the relevant part
is this that the Government is em-
powered to nominate only five mem-
bers of the Council. It is stated here
in the Reviewing Committee’s report
that out of these five members, two are
nominated by the Government in con-
sultation with the two major commer-
cial organisations in the country—the
Federation of Indian Chambers of,
Commerce and Industry and the As-
sociated Chambers of Commerce. These
nominees are invariably chartered ’
accountants. Three others represent
the Central Board of Revenue, the
Comptroller and Auditor-General of !
India and the Ministry of Commerce
and Industry. Now, what is the jus-
tification for increasing this strength
from five to six? No justification has
been put forward. I would like to say
at this stage that you are going to
raise it from 25 to 26.
come to my notice—how far it is cor-
rect, I do not know, but I hope it is
a fact, and the hon. Minister will
contradict me if I am in the wrong—
that these nominated members are
taking active interest and part in the
elections. There is nothing wrong,
but to dabble in elections of this sort,
I do not think, is correct on the part
of the Government nominees. General-
ly I would say that they should be
the watchdogs.

[ 8 DEC. 1958]

|
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how the proceedings are going on and
they should not encourage factions.
On the other hand, the effort of the
Government should be that the fac-
tions are suppressed. Now, what is
happening today is this. There may
be different parties or sections, and
these nominated members {ry to sup-
port one or the other. I do not know
whether they get some type of direc-
tion or support from the Government
or what happens. Generally, Sir. a
convention should be established—I
would like to put it before the House
and before the hon. Minister for their
consideration—that in these elections
of the President or the Vice-Presi-
dent, the nominated members should
not as a rule take part. There should
be no legal bar to their taking part,
I grant that. In case the Government
feels that they should take part, they
should take part, but as a rule they
should not take part in these elec-
tions. The President and the Vice-
President should be elected by the
elected elements in the Council itself.
That will encourage, Sir, a healthy
practice, and that will show that the
Government is not siding one section
or one side or one party against the
other side in professional interests. It
leaves & bad taste behind. Some of
the merabers feel that the Govern-
ment is lending its support to one sec~
tion or the other. The Government
should, I feel, hold the balance, and
they should hold the balance not by
voting but otherwise by their moral
standing in the Council. Therefore,
Sir, I suggest that the healthy prac-
tice should be normally that the
nominated members should be direct-
ed not to take part in the elections.

Mr. DEPUTY CHAIRMAN: They
may also act as a corrective. Just
now you made the allegation that the
senior members are making it into a
clique. They may act as a corrective,

SHrI RAJENDRA PRATAP SINHA:
What I said was normally they should
not encourage these factions to develop
in the Council.

Mr. DEPUTY CHAIRMAN: They

They should watch | may act as a buffer.

-
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Surt RAJENDRA PRATAP SINHA:
If the Government feels that such an
occasion will arise—but I am not talk-
ing of the day-to-day administration,
1 am only talking so far as the elec-
tions are concerned.

~ Mr. DEPUTY CHAIRMAN: They
cannot make nnminations only for the
purpose of elections.

Suri RAJENDRA PRATAP SINHA:
I say for the purpose of elections as
a rule the nominated members need
not use their votes. I merely say this,
In many cases there is such a healthy
convention. In my State, at least in
the District Board, the nominated
members do not take part in the elec-
tion of Chairman and Vice-Chairman.
I am talking of my State. Here, 1
do not bar them, but such a conven-
tion should be established. Sir, 1
would like to know what the idea is of
increasing the strength of nominated
members from five to six. I have
already read out that all the Govern-
ment interests are represented there.
The Government is nominating mem-
bers of the two Chambers. What is
the idea, to whom do they want to
give the sixth seat? Even the three
officials would serve the purpose if it
is not the purpose of controlling the
votes for elections. If that is not the
purpose, even the three members
should be able to do.

Sart SATISH CHANDRA: The hon.
Member happens to be feeling strong-
ly on the subject. There are five
nominated members of Government
even now on the Council, and they
are not all Government officers. Some
members are from industry repre-
senting various federations and others.

Mr. DEPUTY CHAIRMAN: He
wants to know why you want the
sixth.

Surr SATISH CHANDRA: There
is no attempt to change the propor-

tion. The present strength of the
Council is 25, which is now being
raised to 30. Instead of five, the
Government nominees are being in-

creased to six.

f
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Mgr. DEPUTY CHAIRMAN: Five is
one-fifth of 25. You want to keep the
proportion. So it is six.

Surt SATISH CHANDRA: At pre-
sent there are five Government nomi-
nees and 20 others. There is no res-
triction under the present Act. The
Council can go on increasing the num-
ber as the membership increases. We
are laying down a maximum limit
above which the number cannot go.
Fixing that number at 30, the Govern-
ment nominees will be 6 and others
will be 24. There is no attempt to
change the balance in the present sef-
up.

Sir, I oppose the amendment.

SHrt RAJENDRA PRATAP SINHA:
Sir, in view of the hon. Minister’s
statement, I beg leave to withdraw
my amendment. )

*Amendment No. 17 was, by leave,
withdrawn.

Mr. DEPUTY CHAIRMAN: The
question is:
“That clause 7 stand part of the
Bill.,”

The motion was adopted.
Clause 7 was added to the Bill. *
Clause 8 was added to the Bill. |

New Clause 8A

Suri RAJENDRA PRATAP SINHA:
Sir, I beg to move:

44, “That at page 3, after line 16,
the following new clause be insert—
ed, namely:—

‘8A. Amendment of section 12—

In section 12 of the principal
Act, in sub-section (4), for the
words ‘On the dissolution of the
Council, the President of the
Council at the time of such dis-
solution’ the words ‘On the expi-
ration of the duration of the
Council, the President of the
Council at the time of such ex-
piration’ shall be substituted.’”

Sir, I have just moved the amend-
ment and I do not want to make any
speech.

*For text of amendment, vide col.
1486 supra.
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Mr. DEPUTY CHAIRMAN: The words ‘in consultation’ be substi~
elause and the amendment are | tuted.””

before the House.

Sart SATISH CHANDRA: The
existing provision is that the Council
shall stand dissolved on the constitu-
tion of the new Council. This is only
a clarificatory amendment to provide
that the President of the Council at
the time of the expiration of the dura-
tion of the Council shall continue to
hold office till actual dissolution. 1
can accept that amendment.

Mr. DEPUTY CHAIRMAN: The
question is:

44, “That at page 3, after line 16,
the following new clause be insert-
ed, namely:— :

‘8A. Amendment of section 12.—
In section 12 of the principal Act,
in sub-section (4), for the words.
‘On the dissolution of the Coun-
cil, the President of the Council
at the time of such dissolution’
the words ‘On the expiration of
the duration of the Council, the
President of the Council at the
time of such expiration’ shall be
substituted.””

The motion was adopted.

New clause 8A was added to the

Bill.
Clause 9—Amendment of section 13

Surr V. K. DHAGE: Sir, I beg to
move:

1. “That at page 3, lines 22-23,
for the words, ‘after consultation
with the President of the Council’
the words ‘on the recommendation
of the Council’ be substituted.””

SerRt RAJENDRA PRATAP SINHA:
Sir, I beg to move:

19. “That at page 3, line 20,
the word ‘six’ the word ‘three’
.substituted; ”

for
be

20. “That at page 3, line 22, for
the words ‘after consultation’ the

Suri AMOLAKH CHAND: Sir, I
beg to move:

30. “That at page 3, line 21, for
the words ‘dissolution of the Coun-
cil’ the words ‘expiration of the
duration of the Council’ be substi-
tuted.””

Mr, DEPUTY CHAIRMAN: ‘The
clause and the amendments are before
the House.

Surt V. K. DHAGE: Sir, my point
is merely this. This clause gives
power to the Government to make a
nomination after consultation with the
President of the Council. My amend-
ment merely means this that it should
be on the recommendation of the
Council, and it should not be merely
the discretion of the President to say
as to who is to be nominated. Since
there is a Council which is function-
ing, I would like that the Council’
should be consulted and on the re-
commendation of that Council the
nomination should be made by Gov-
ernment when a vacancy arises.

SHrr RAJENDRA PRATAP SINHA:
Sir, we are pleading for petty mercies, .
and if, you look at my amendment,

{ you will see that I have merely said

that instead of “after consultation” it
should be “in consultation”. Let them
be consulted. They are after all a.
prominent body, a respected profes-
sion. Why always overrule them gnd
just keep them under the thumb?
In amendment No. 19, I have suggest-
ed three months in which the election
is to be held. Of course, we can
postpone the election. But six months
is a long period. And I would like
you to appreciate the fact that the life
of the Council jis only three years and
the life of the president and the vice-
president is only one year. If you
make it six months, it is too long a:
period. Therefore, I have suggested
three months.

Mgr. DEPUTY CHAIRMAN: Any--
thing to say, Mr. Amolakh Chand?
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" Surt AMOLAKH CHAND: 1 am |
not going to make any particular
speech in this matter except to say

.that my amendment says that for the
word “dissolution of the Council”, the
-better expression would be ‘“‘expira-
tion of the duration of the Council”
and that will meet some of the objec~
tions that have been raised by my two
friends there.

Sur1 SATISH CHANDRA: Sir, the
- election process takes more than three
months. We have fixed the time of
six months and we have no objection
in principle to accept Mr. Sinha's
amendment. But it is not practical
because the election procedure usually
takes four or five months with voters
. scattered all over the country and
- elections taking place by ballot and so
-on, There are practical difficulties
there. I can accept ,Mr. Amolakh
‘Chand’s amendment. »

Mz. DEPUTY CHAIRMAN: Do you
accept that?

'Smrt SATISH CHANDRA: Yes.

Mr. DEPUTY CHAIRMAN: Others
you don’t?

Surt SATISH CHANDRA: No, Sir.

Suert V. K. DHAGE: Sir, I beg
leave to withdraw my amendment.

*Amendment No. 1 was, by leave,

withdrawn.

Surr RAJENDRA PRATAP SINHA:
Sir, I beg leave to withdraw my
amendments.

*Amendments Nos. 19 and 20, were,
by leave, withdrawn.

Mr. DEPUTY CHAIRMAN: The
question is:

30. “That at page 3, line 21, for
the words ‘dissolution of the Coun-
cil’ the words ‘expiration of the
duration of the Council’ be substi~-
tuted.””

. *For texts of amendments, vide

cnnrtered Acconntants [RAJYA SABHA 1

. cols. 1491-1492 supra.
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The motion was adopted.

Mr. DEPUTY CHAIRMAN: The
question is:

1494

“That clause 9, as amended, stand
part of the BIilL”

The motion was adopted.

Clause 9, as amended, was added to
the Bill.

Clause 10—Amendment of section 14

SHRT RAJENDRA PRATAP SINHA:
Sir, 1 move:

21. “That at page 3, line 25, for
the words ‘and, after sub-section
(1) as so renumbered’ the following
be substituted, namely:.—

‘and,—

(a) in sub-section (1) as so
renumbered, the words ‘on the
expiry of which it shall stand
dissolved’ shall be deleted; and

(b) after sub-section (1) as
so renumbered.’”

Mgr. DEPUTY CHAIRMAN: The
clause and the amendment are now
before the House.

Suerr RAJENDRA PRATAP SINHA:
Just a word, Sir.

Through this amendment, I suggest
that the words “on the expiry of
which it shall stand dissolved” shall
be deleted. Sir, I will draw your
attention to the original section—sec-
tion 14—which says:

“Duration and dissolut’ on of Coun-
cil—The duration of any Council
constituted under this Act shall be
three 'years from the date of -its
‘first meeting, on the expiry of which
it shall stand dissolved and a new
Council constituted in accordance
with the provisions of this Act,”.

Sir, this means, according to my
understanding, that automatically at
the end of the three years after the
election, the Council is dissolved.
Automatically. This is one provision.
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Now, what we are going to do is this
that we are adding another sub-sec-
tion to this section which reads as
follows:—

“(2) Notwithstanding the expira-
tion of the duration of a. Council
(hereinafter referred to as the
former Council), the former Coun-
cil shall continue to exercise its
functions until a new Couneil is
constituted in accordance with the
provisions of this Act, and on such

constitution, the former Council
shall stand dissolved.”
My difficulty is this. This is, of

.course, for the Legal Department of

the Government to consider. As the

}original provision stands, it will say
that it will automatically end on the
expiry of this period, whereas in the
other section it will say ‘No, this can
continue till the next elections are
held.” So, I am just keeping up the
spirit of the new sub-clause (2) that
you are having and it will not mate-
rially matter if in the  origi-
nal section 14, you drop the words
“on the expiry of which it shall stand
dissolved” because it will be governed
by sub-section (2). If for any reasons
the elections afe not held, then it will
not automatically get dissolved, but
will continue to exist according to
sub-section (2) till the new elections
are held,

SHrt SATISH CHANDRA: Sir, the
amendment is purely of a verbal and
grammatical nature, I will go by the
advice of the draftsmen in this mat-
ter. It won’t make any difference if
the amendment is accepted. I do not
accept it.

Surt RAJENDRA PRATAP SINHA:
No, no. You can accept it now.

SHrr SATISH CHANDRA: I do
not accept it,

SHr1 RAJENDRA PRATAP SINHA:
I beg leave to withdraw the amend-
ment.

*Amendment No. 21 was, by leave,
withdrawn.

*For text of amendment, vide col.
1494 supra.
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Mgr. DEPUTY CHAIRMAN: The
question is:

“That clause 10 stand part of ths
Bill.”

The motion was adopted.
Clause 10 was added to the BillL.
Clause 11 was added to the Bill.

Clause 12—Amendment of section 16

Surt RAJENDRA PRATAP SINHA:
Sir, I move:

22. “That at page 4, line 8, after
the words ‘meetings of the Coun-
cil’ the words ‘and committees of
the Council’ be inserted.’”

Mr. DEPUTY CHAIRMAN: The
clause and the amendment are now
before the House.

Surt RAJENDRA PRATAP SINHA:
Sir, I would like to say just a few
words. Under this clause, what we
are doing is that we are empowering
the Secretary of the Council to take
part in the discussions of the meet-
ings of the Council and he will not
be in a position to vote and this is
the usual practice. We permit the
Secretary to participate in the meet-
ings to point out certain things and
all that. What I am merely suggest-
ing is that he should also be made
entitled to participate in the com-
mittee meetings. If there are three
committees—and you have said that
there are the Standing Committee,
Executive Committee, Disciplinary
Committee and all that—it is all the
more important that the Secretary
should be empowered to take part in
the discussions of these committees. I
have looked into the provisions of the
Cost and Works Accountants Bill
which is more or less identical, more
or less on the lines of this Bill.

Surr V. K. DHAGE: Based.

Sart RAJENDRA PRATAP SINHA:
I am sorry, ‘based’ on this Bill. There
are identical provisions. They have
provided there that the Secretary of
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the Council can take part both in |

the meetings of the Council and the
Committees. What I am saying is
that in this Institute also, as in the
other Institute, let the Secretary be
empowered to take part in the dis-
. eussions both of the Council and the
Committees.

Surr SATISH CHANDRA: Sir, the
Secretary helps the President and
the Vice-President in the discharge
of the executive and administrative
functions. There are some Commit-
tees like the Rescarch Committee or
the Training Committee where the
Secretary will not be very useful.
The President and the Vice-President
are already ex-officio members of
these Committees and the Secretary
can be a member of a committee
whenever necessary., But it would not
be ‘advisable to make a specific pro-
vision.

Surt RAJENDRA PRATAP SINHA:
A member of the Committee is en-
titled to participate.

Mr. DEPUTY CHAIRMAN: What
he means is, even though he is not
a member, he is always there because
he helps the President.

Sart RAJENDRA PRATAP SINHA:
What is the harm in having this?

SHr1 SATISH CHANDRA: There
is a Coaching Committee—a special
Committee of the Council. The
Secretary need not be there. In the
Research Committee, he need not be
a member. The Secretary mainly
assists the President in the discharge
of the executive and administrative
functions and the Technical Com-
mittee or any other Special Commit-
tee set up by the Council need not
necessarily have him. There may be
a Director of Coaching or a Director
of Research. They would be better
suited than the Secretary of the
Council to serve on such committees.
1 oppose the amendment.

. \
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Mg, DEPUTY CHAIRMAN: The
question is:

22. “That at page 4, line 8, after
the words ‘meetings of the Coun-
cil’ the words ‘and committees of
the Council’ be inserted.””

The motion was negatived.

Mgr. DEPUTY CHAIRMAN: The
question is:

“That clause 12 stand part, of the
Bill.”

The motion was adopted.
Clause 12 was added to the Bill
Clause 13 was added to the Bill.

New Clause 13A—Amendment of sec—
tion 18

Sar1 SATISH CHANDRA: I move:

45. “That at page 4, after line 19,
the following new clause be insert-
ed, namely:—

‘13A. In sub-section (4) of sec-
tion 18 of the principal Act, after
the words, “a chartered account-
ant”, the words, “in practice”
shall be inserted.’”

Mg, DEPUTY CHAIRMAN: The
amendment is before the House.

Surr V. K. DHAGE: It is a conse-
quential amendment.

Mr. DEPUTY CHAIRMAN: The
question is:

45, “That at page 4, after line
19, the following new clause be
inserted, namely; —

‘13A. In sub-section (4) of
section 18 of the principal Act,
after the words, “a chartered
accountant”, the words ‘“in prac-
tice” shall be inserted. ”

The motion was adopted.

New Clause 13A was added to the
Bill.
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Llause 14—Amendment of section 19
Sart SATISH CHANDRA: I move:
23. “That at page 4, for the exist-

ing clause 14, the following be
substituted, namely: —
14, In section 19—

(i) for sub-section (3), the

following sub-section shall be

'substituted, namely:—

‘(3) The Council shall
cause to be published in such
manner as may be prescribed,
a list of members of the In-
stitute as on the 1st day of
April of each year, and shall,
it requested to do so by any
such member, send to him a
copy of such list’;

\
(ii) in sub-section (4), after
' the words ‘annual membership
fee’, the following shall be in-
serted, namely: —

‘differing in amount accord-
ing as he is an associate or
a fellow of the Institute,.”

" Mr. DEPUTY CHAIRMAN: The
clause and the amendment are before
‘the House,

(After a pause)

The question is:

“That at page 4 for the existing
clause 14, the following be substitu-
ted, namely” . . .

Sert V. K. DHAGE: I would like to
say something here, Sir.

Mr. DEPUTY CHAIRMAN: Not at
this stage.

Surt V. K. DHAGE: This amend-
ment is moved now.

Mr. DEPUTY CHAIRMAN: But 1
have put it to the vote.

Sert V. K. DHAGE: But I just got
wp; you didn’t look at me.

’
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Mr. DEPUTY CHAIRMAN: Not at
! this stage, Mr. Dhage.
The question is: ,

23. “That at ©page 4, for the
existing clause 14, the following be
substituted, namely: —

14. In section 19—

(i) for sub-section \(3), the

following sub-section shall be
substituted, namely:—
‘(3) The Council shall

cause to be published in such
manner as may be prescribed,

a list of members of the
Institute as on the 1st day
h of April of each year, and

shall, if requested to do so by

any such member, send to

him a copy of such list.’;

(ii) in sub-section (4), after
the words ‘annual membership
fee’, the following shall be
inserted, namely: —

‘differing in amount accord-
ing as he is an associate or
a fellow of the Institute,.”

The motion was adopted.

Mr. DEPUTY CHAIRMAN: The
question is:
“That clause 14, as amended, stand
part of the Bill”
1 The motion was adopted.

Clause 14, as amended, was added
to the Bill.

Clause 15 was added to the Bill

Clause 16—Substitution  of
Chapter for Chapter V

Sarr V. K. DHAGE: I move: !
!

2. “That at page 5, for the exist-
| ing clause 16, the following be
substituted, namely:—

16. In section 21 of the principal
Act for sub-section (1), the fol-
lowing shall be substituted,
namely:—

‘21(1) Where on the receipt
of information by or of a com-
plaint made to it, the Council

new
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is prima facie of opinion that

, any member of the Institute has
been guilty of any professional
or other misconduct, the Coun-
cil shall refer the case to the
Disciplinary Committee, and
the Disciplinary Committee
shall thereupon hold such in-
quiry and in such manner
as may be prescribed, and
shall report the result of its
inquiry to the Council.

(1A) 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

i shall be dismissed, as the case
may be.
(1B) If on receipt of such

report the Council finds that
the member of the Institute is
guilty of any professional or
other misconduct, it shall re-
cord a finding accordingly and
the finding shall be forwarded
to the High Court.’”

3. “That at page 5, line 35, for

the words ‘five years’ the words
‘one year’ be substituted.”
4. “That at page 6,—
‘(i) in line 1, for the words

‘where it appears to the Council’
the words ‘where the Council is
of opinion’ be substituted; and

(ii) in line 3, for the
‘five years’ the words
be substituted.’”

words
‘one year’

5. “That at page 7, lines 7 to 10
be deleted.”

Surt RAJENDRA PRATAP SINHA:
Sir, I am not moving amendment
No. 28; I am moving the rest.
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(Amdt.) Bill, 1958 1502

I move:

24, “That at page 5, line 13, after
the words ‘the Council’ the words
‘at a specially convened meeting
with notice of the object’ be insert-
ed.”

25. “That at page 5, line 29, after
the words ‘the Council’ the words
‘at a specially convened meeting
with notice of the object’ be insert-
ed.”

26. “That at page 5, line 32, after
the word ‘orders’ the words ‘by a
resolution passed by a majority of
not less than three-fourths of the
mgmbers present and voting’ be
inserted.”

27, “That at page 5, line 33, after
the word ‘reprimand’ the words
‘or admonish’ be inserted.”

Surr AMOLAKH CHAND: I move:

31. “That at page 7, line 21, for
the words ‘the First Schedule
and/or the Second Schedule’ the
words ‘any of the Schedules’ be

substituted.”

32. “That at page 7, after line 30,
the following proviso be inserted,
namely: —

‘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.””

33. “That at page 8, for lines 10
and 11, the following be substituted,
namely: —

‘Explanation.—In this section
‘High Court’ and ‘member of the
Institute’ have the same meanings
as in section 21.”

Mr. DEPUTY CHAIRMAN: The
clause and the amendments are before
the House. '

Surt RAJENDRA PRATAP SINHA:
Mr. Deputy Chairman, Sir, the whole
idea of my first three amendments
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is this that whenever the Council
‘wants to take disciplinary action they
must consider any case of complaint
or of the report of the Disciplinary
Committee, and they must do that in |
a specially convened meeting for |
which notice has been given to all
the members of the Council saying
that “we” are going to consider a
complaint or “we” are going to con-
sider a report of the Disciplinary

Committee. I have said this only
with that one object in view.
You

Mgr. DEPUTY CHAIRMAN:
said you won’t speak on your amend-
ments.

suri RAJENDRA PRATAP SINHA:
Just one sentence, Sir, to get an assur-
ance of the hon. Minister. I am just
refreshing the memory of the hon.
Deputy Minister only with this end
in view, Sir. When you are depriving
a person of his profession or passing
a stricture on his conduct, it is but
proper, Sir, that some provision
should be made that all the members
of the Council may be informed
beforehand of this fact. Well, I will
not press the amendments if it is
possible for the hon. Minister to give
some kind of an assurance, Of course
if he accepts the amendments, well
and good; I would like that he accepts
them, but if he is not accepting, if
some provision could be made in the
regulations of the Council—I may not
be aware; it may be that there is
some regulation by which these mat-
ters can only be considered in a spe- °
cially convened meeting—or if there
is already a provision, I will not press
for such amendments.

Then, Sir, I come to the last amend-
ment, and on this subject I did not
speak previously, and I just want to
add one more word after “reprimand”,
and the words sought to be added are
“or admonish” after the word “re-

[ 8 DEC.

primand”. These are all technical
words; one may denote a greater
stricture while the other may be less |
in intensity, a warning and all that.

N
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I have found that these two words are
used at identical places in the UK.
provisions. Therefore I have brought
the suggestion to the notice of the
hon. Minister to add one more’ word,
“admonish”, and the sub-clause to
read “reprimand or admonish the
member;”.

Surr V. K. DHAGE: Sir, I have
made an elaborate speech on this sub-
ject before and I do not want to make
a further speech on that subject

; again. The only point that I wish to

make is that I have restored the
status quo, restored it to the position
as it has been now. If the Council
feels that the chartered accountant is

not guilty of misconduct, they can
certainly file the complaint that has
been made; and if guilty they shall

record the finding and—my amend-
ment comes here—the finding shall
be forwarded to the High Court.

Another thing that I have pointed
out is in the proviso, and where it is
mentioned in the proviso “Provided
that where it appears to the Council
that the case is one in which”....1
want it to read “Provided that where
the Council is of opinion that the case
is one in which”...etc. Instead of it
being a question of merely “appears
to the Council” it should be a ques-
tion of opinion of the Council. I want
that there should be something defi-
nite in the matter and therefore I
want to use the words, “of opinion”,
because even in the proposed sub-
section 21(1) the words “the Council
is prima facie of opinion” have been
used. Therefore I want that the same -
words be used at page 6 of the Bill
where they say, “it appears to the
Council” etc. It should be a ques-
tion of “opinion” of the Council and
expressing that opinion they may
refer the case to the High Court.

Another point is with regard to
“Explanation II” at page 7 of the Bill
according to which even a person who
is dead may be tried here. This seems
to be unfair and I would like the
hon. Minister to say as to what.

d
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exactly is the purpose of this Expla-
neation. As it is, the Explanation
reads:

“Explanation II.—For the pur-
poses of this section ‘“member of
the Institute” includes a person
who was a mermoer of the Insti-
tute on the date of the alleged mis-
conduct although he has ceased to
be a member of the Institute at the
time of the inquiry.”

Now, he can cease to be a member

of the Institute by death, in which
-case there seems to be no purpose
in trying to conduct an enquiry

about that man who is dead, and
-even if you find him guilty, what you
can do is merely to remove his name
from the register. I would there-
fore want the hon. Minister to delete
. those words and that Explanation,
because it seems to me not quite
.understandable.

Sart AMOLAKH CHAND: Sir, my
amendment No. 31 is very simple. In
the Bill it appears as “the First Sche-
dule andjor the Second Schedule,”
and I propose that they be substituted
by the words “any of the Schedules”.

Then regarding appeals what I have
-suggested is that in case the thirty
days have expired for the person to
prefer an appeal within, it should not
become time-barred, for which I have
proposed a proviso after line 30, at
page 7, which reads:

“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
a member was prevented by suffi-
cient cause from filing the appeal
in time.” '
This is also very simple.

: Then the
“third amendment reads:

“Explanation.—In  this section
“High Court” and “member” of the

Institute” have the same meanings
-as In section 21."
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If the hon. Minister agrees this
Explanation may be substituted for
the Explanation appearing in the

Bill at page 8.

Mr, DEPUTY CHAIRMAN: Any
reply?
5 p.M. <

SHrr SATISH CHANDRA: Taking
the last point first, I think it is a very
far-fetched argument of Mr. Dhage
that even when a man is dead, he will
be subjected to disciplinary proceed-
ings under this section. A different
section deals with the removal of the
name from the register in case of
demise, and it is the general practice
that whenever a man dies all disci-
plinary proceedings against him are
quashed - or they abate. To connect
the two things is a rather very far-
fetched argument. It is not the idea.
I do not think that any complication
can arise in practice as is suspected
by my hon. friend, Shri Dhage.

I have considered all these things
and also what Mr. Sinha said about
his amendments. I have gone into
them and I find that they are all un-
acceptable.

Mgr, DEPUTY CHAIRMAN: Those
of Mr. Amolakh Chand?

SHrr SATISH CHANDRA: I find
that amendments Nos. 31, 32 and 33,
suggested by Shri Amolakh Chand
make some improvement to those
sections and I accept them.

Mr. DEPUTY CHAIRMAN: The
question is:

2. “That at page 5, for the exist-
ing clause 16, the following be sub-
stituted, namely: —

‘16. In section 21 of the prin-
cipal Act, for sub-section (1), the
following shall be substituted,
namely: —

‘21(1) Where on the receipt
of information by or of a com-
plaint made to it, the Council
is prima facie of opinion that
any member of the Institute has
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or other mhconduct ‘the Coun-
cil shall- refer the case to the
D15c1p11nary 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. :

(1A) 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 re-
-cord its finding accordingly and
direct that the proceedings shall
be filed or the complaint shall
be dismissed, as the case may
be,

(1B) If on receipt of such re-
port the Council finds that the

member of the Institute is
guilty of any professional or
" other misconduct, it shall re-

cord a finding accordingly and
the finding shall be forwarded
to the High Court.’”

The motion was negatived.

Mgr. DEPUTY CHAIRMAN: The
question is:

3. “That at page 5, line 35, for the

words ‘five years’ the words ‘one
year’ be substituted.”

The motion was negatived.

Mgr. DEPUTY CHAIRMAN: The

tion 1s:
question 1s .

4, “That at page 6,—

(1) in Ihme 1, for the words
‘where it appears to the Council’
the words ‘where the Council is
of opinion’ be substituted; and

(il) in line 3, for the words ‘five

years’ the words ‘one year’ be
substituted.”

The motion was negatived.

Mr. DEPUTY CHAIRMAN: The

question is:

89 RSD—6
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“That at’ page'T, lines 7 te 10
be deleted » .o

The motion was negatived.

Mr. DEPUTY CHAIRMAN: And do

you press your amendments, Mr.
Sinha? ‘ ’

Sert RAJENDRA PRATAP SINHA:
Since no assurance has come from the
hon. Deputy ‘Minister, I would like to
press them,

Mr. DEPUTY CHAIRMAN: The
question is:

24. “That at page 5, line 13, after
the words ‘the Council’ the words
‘at a specially convened meeting
with notice of the object’ be in-
serted.”

The motion was negatived.

M-r. DEPUTY CHAIRMAN:
*Amendment No. 25 is barred. The
question is:

26. “That at page 5, line 32, after
the word ‘orders’ the words ‘by a
resolution passed by a majority of
not less than three-fourths of the
members present and voting’ be in-
serted.”

|

The motion was negatived.
Mr. DEPUTY CHAIRMAN: The
question is:

27. “That at page 5, line 33, after
the word ‘reprimand’ the words ‘or .
admonish’ be inserted.”

The motion was negatived.

Mr. DEPUTY CHAIRMAN: The
question is:
31. “That at page 7, line 21, for

the words ‘the First Schedule and-
or the Second Schedule’ the words
‘any of the Schedules’ be substi-
tuted.”

The motlon ‘was adopted

*For text of amendment, vide col...
1502 supra.
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Mr. DEPUTY GCHAIRMAN: The
-question is:

32. “That at page 7, after line 30,
the following proviso be inserted,
namely: —

‘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.”

The motion was adopted.

Mgr. DEPUTY CHAIRMAN: The
question is:

33. “That at page 8, for lines 10
and 11, the following be substitu-
ted, namely:—

‘Explanation—In this section
‘High Court’ and ‘member of the
Institute’ have the same meanings
as in section 21.’”
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The motion was adopted. -

Mr. DEPUTY CHAIRMAN: The
Question is:

“That clause 16, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 16, as amended, /was added
to the Bill.

* Mr. DEPUTY CHAIRMAN: We will
take up the rest of the provisions to-
morrow. The House now stands
adjourned till 11 a.m. tomorrow.

The House then adjourned
at three minutes past five of
the clock till eleven of the
clock on Tuesday, the 9th
December 1958,



