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INTRODUCTION _

l, the Chairperson of the Standing Committee on Finance having been
authorised by the Committee present this Forty-fifth Report on 'The Chartered
Accountants, The Cost And Works Accountants And The Company Secretaries
(Amendment) Bill, 2021 |
2. 'The Chartered Accountants, The Cost And Works Accountants And The-
Company Secretaries (Amendment) Bill, 2021, introduced in Lok Sabha on
17 December, 2021 was referred to the Commfttee on 22 December, 2021 for
examination and report thereon, by the Speaker, Lok Sabha under Rule 331E
of the Rules of'Procedure and Conduct of Business in Lok Sabha.

3 The Committee took evidence of the representatives of the Ministry of
Corporate Affairs at their sitting held on 9 February, 2022,

4. The Committee at their Sitting held on 3 February, 2022 heard the views
of the representatives of the Institute of Chartered Accountants (ICAl), the
Institute of Cost Accountants of India (ICoAl) and the Institute of Company

Secretaries of India (ICSI).

5. The Committee considered and adopted this report at their Sitting held
on 21 March, 2022.

6. The Committée wish to express their appreciation to the officials of the
Min'istry of Corporate Affairs concerned with the Bill for their co-operation and
all the organisations for their valuable suggestions on the Bill. The Committee
- would like to also thank Shri R. Narayana‘swamy, Retired Professor of Finance
and Accounting, IIM Bangalore, PRS Leéislative Research and Confederation
of Indian-Industry (ClI) for their views and suggestions on the Bill.

[ For facility of reference, observation/ recommendations of the
Committee have been printed in bofd in the body of the Report.

New Delhi . | Shri Jayant Sinha

21 March, 2022 Chairperson,
30 Phalguna, 1943(Saka) Standing Committee on Finance




" Report
BACKGROUND

The Chartéred Accountants Act, 1949, the Cost and Works Accountants Act,
1959 and the Company Secretaries Act, 1980, were enacted to regulate the professions
of chartered accountants, cost accountants and company secretaries, respectively. On
account of multiple important changes in the economic and corporate environment of
the country, it has become necessary to amend the Act.

12 A High-Level Comm1ttee was constituted by the Mlmstry of Corporate Affairs in
2017 to examine the existing prowsmns in the Acts, Rules and Regulations of the three
Professional Institutes, namely, ICAI (Institute of Chartered Accountants of India), ICOA
.(Insﬁtute of Cost Accountants of India) and ICSI (Institute of Company Secretaries of
India) and to give its recommendations for strengthening thé existing mechanism and
ensure speedy disposal of the disciplinary cases. The Commitiee was constituted in the
backdrop of rising disciplinary cases against the members of the three Institutes,
~ predominantly in the ICAl Large pendency of cases, unreasonable high average
disposal time and involvement of the auditors in some alleged financial scams created a
need to revisit the existing disciplinary processes in the three Institutes. In this context, it
has been proposed to amend the Chartered Accountants Act, 1949, the Cost and
Works Accountants Act, 1959 and the Company Secretaries Act, 1980. Accordingly,
The Chartered Accountants, The Cost and Works Accountants and The Company
Secretaries (Amendment) Bill 2021 was introduced in the Lok Sabha on 17" December,
2021.

A. Institute of Chartered Accountants of India (ICAI)

13 The ICAIl is a statutory body established by an Act of Parliament, viz; The
Chartered -Accountants Act, 1949 for regulating “the profession of Chartered
Accountancy in the country. The Act was previously amended in 1959 and 2006 and
last amended by the CA (Amendment) Act, 2011. The Institute functions under the
administrative oversight of the Ministry of Corporate Affairs, Government of India. The

affairs of the Institute are managed by the Council in accordance with the provisions of




the Chartered Accountants Act, 1949. The Council constitutes of 40 members of whom
32 are elected by the members of the Institute and remainingIS are nominated by the
Central Government. The Institute is headquartered at Delhi with 5 Reglonal Councils
across India. The Institute has over 3.27 lakh Members

B. The Institute of Cost Accountants of India (lCoAj)

14 The ICoAl is a statutory body established by an Act of Parliament, viz: The Cost
and Work Accountants Act 1959 for regulation of the profession of Cost Accountancy in
the country. The Act was prewously amended in 2006 and last amended by the CWA
(Amendment) Act, 2011. The Institute functions under the administrative control of the
Ministry of Corporate Affairs, Government of India. ICoAl has its headquarters at
Kolkata and has 04 Regional Councils. At present, fhe Institute has more than 85,000
- members.

C. The Institute of Company Secretaries of India (ICsi)

1.5 The ICS| is a statutory body established by an Act of Parliament, viz. the
Company Secretaries Act, 1980 for regulation of the profession of Company Secretary
in the country. The Act was prewously amended in 2006 and last amended by the CS
(Amendment) Act, 2011. The Institute functions under the administrative control of the
Ministry of Corporate Affairs, Government of India. ICSI has its headquarters at Kolkata
and has 04 Regional Councus At present, the Institute has more than 62,000 members.

2. SALIENT FEATURES OF THE BILL, 2021

Salient features of the Bill as submitted by the Ministry of Corporate Affairs in a written

note are as under:

a) Introduction of provision for making distinction between actionable and non-
actionable complaints and information to be determined by the Disciplinary
Dtrectorate within 30 days of receipt of a complaint or information;

b) Before taking a decision on whether a complaint or information is actionable or
hon—actionabfe, the complainant or informant is to be given fifteen days’ time to

file additional documents, if any;



c)

e)

h)

Provision for appointment of at least two Joint Directors (Discipline) in the
Disciplinary Directorates of the Institutes (not below the rank of Deputy Secretary
of the Institutes) to deal with the disciplinary cases. At present, there is no
provision for appointment of Joint Directors. The appointment of Joint Directors
would enhance the capacity of the Disciplinary Directorate to deal with the
complaints and information and thus reduce the time taken for the disposal of
disciplinary cases; | '

Preliminary Examination Report (PER) to replace Prima Facie Opinion (PFO) by
Direcfor (Disciplinej holding the respondent guiity or not guilty in his/her opinion;
Director or Joint Difector {Discipline) to give opportun:ity to respondent to submit

‘a written statement within twenty-one days which may be further extended by

another twenty-one days on a specific request with reasons for seeking further
extension. Rejoinder to be submitted by the complainant or the informant upon
receipt of written submissions of the respondent within twenty-one days;
Submission of PER by Director or Joint Director (Discipline) within 30 days upon
receipt of written submissions and rejoinder, if any, if prima facie case is made
out;

Complaint filed by an authorized officer of Government or statutory authority
accompanied by an investigation report or extract thereof along with supporting
evidence is to be treated as PER. At present, the said complaints go through
PFO route and are first examined by Director (Discipline). This would avoid
delays in concluding inquiries in such cases at the preliminary stage;
Non-actionable complaints and information to be submitted to Board of Discipline
within 60 days of receipt. Board of Discipline may ask Director (Discipline) to re-
examine the information or complaint;

Withdrawal of complaint not permitted at any stage;

Appointment, re-appointment and termination of appointment of Director
(Discipline) and Joint Director (Discipline) by the Council of the Institutes with the
previ-ous approval of the Central Government as a check and oversight

mechanism to enable the officers engaged in investigation of the complaints or



a)

information to discharge their functions in an independent and unbiased manner,
without any fear or favour:

Inclusion of Firms under the purview of Disciplinary Mechanism and a new
chapter proposed for Registration of Firms with the Institutes;

The Council shall continue to constitute Board(s) of Discipline (BoDs) and
Disciplinary Committees (DCs) as at present. However, the majority will be of
non-members of the Institutes (commonly called as lay members) in these
bodies. _ '

m) The preseﬁt practice of direct nomination by the Central Government in the BoD
and DCs is proposed to be discontinued. Instead, the Presiding Officers will be
selected by the Central Government from out of a panel of suitable persons wﬂh
experience in law, having knowledge of d;smphnary matters and the profession
and lay members will be selected from out of a panel of persons of eminence
having experience in the field of law, economics, business, finance or
accountancy. The presiding officers' and lay members shall not be the members.
of the Institutes. The panels of non-members of Institute will be prepared and
provided by the Councils of the Institutes.

On the other hand, appointments of the members of the Institute in BoDs and
DCs will be done by the Council itself oﬁt of a panel of such members to be
prepared by the Council. Regulations for such matters will be'made;

Provision for more BoDs for quicker disposal of cases on the lines of DCs;
Provision for Presiding Officers and lay members in the BoD of the ICS| and
ICoAl in place of existing practice of nomination of only members of the Institutes
by the Councils of these two Institutes on the lines of [CAI;

Insertion of the word ‘development along with regulation’ in the preamble of the
Chartered Accountants Act, 1949 and the Cost and Works Accountants Act,
1959 to provide fof developmental mandate for the members of the Instit tutes;
Proposal to enhance the term of the Council of ICAl from 03 years to 04 years
and maximum two consecutive terms of 04 years for a person in the Council;
Enhancement in Penalties/Fines in case of misconduct;

Autonomy to the Councils of the Institutes in the matter of fixation of fees;



u) Provision to enable the Institutes to remove the name of the firms or members in
case of non-payment of penalties;

v) Disposal of Disciplinary Cases within 180 days by D.isciplinary Committee and 90
days by Board of Discipline; ¢

w) Entire Disciplinary proceedings, since filing of complaint to be cofnpleted within
365 days; _

x) Audit of annual accounts of the Councils of the Institutes by a firm of chartered
accountants to be appointed annually by the Councils from the panel of auditors
maintained by the Comptrol[er and Auditor General of India; and,

y) Nomenclature of “Cciast and Works Accountants Act, 1959” proposed to be
changed to “Cost Accountants Act, 1959". |

3. ISSUES DISCUSSED

In view of the detailed examination of "The Chartered Accountants, the Cost and
Works Accountants and the Company Secretaries (Amendment) Bill, 2021"and
suggestions received from the stakeholders, the Committee endorse the provisions
of the Bill in general and have commented upon some of the important clauses of the

Bill, which are as under:
A. Constitution of a Coordination C‘_-ommittee‘

3.2 The provision for a Coordination Committee currently does not exist in the
Principal Acts.

Clause 9 of the Bill reads as under:

After section 9 of the principal Act, the following section shall be inserted,
~namely:—
“9A. (1) There 'shall be a Coordihation Committee consisting of the President,
Vice-President and the Secretary of the Council of each of the Institutes of
Chartered Accountants of India, the Cost Accountants of India and the Company
Secretaries of India for the development and harmonisation of the professions of
Chartered Accountants, Cost Accountants and Company Secretaries.



(2) The meeting of the Coordination Committee shall be chaired by the
Secretary, Ministry of Corporate Affairs.
(3) The meeting of the Coordination Committee shall be held once in every
quarter of a year. ' '
(4) The Committee shall be responsible for the effective coordination of the
functions assigned to each Institute and shall—-
(/) ensure quality improvement of the acaolfemic,s, infrastructure, research
and all related works of the Institute; :
(i) focus on thel coordination and collaboration among the professions, to
make the profession more effective and robust; -
(7f) align the cro'ss-disciplinary regulatory mechanisms for inter
professional development: ‘
(iv) make recommendations in matters relating to regulatory policies for
the professions;
(v) perform such other functions incidental to clauses (j) to (iv) above.”,

3.3 Views and suggestions from the three Institutes on the proposed Constitution of
a Coordination Committee are as under: |
The Institute of Chartered Accountants of india (ICAI) during the course of
evidence submitted: '

"Constituting a Coordination Committee would amount to not only intruding
the autonomy of the Institute but it may also hamper the decision-making
authority of the Councils of the respective Institutes which is evident from the
functions proposed to be assigned to this Committee under sub-section (4).

A Coordination Committee of all the three Institutes is already in place as a
-Non-Standing Committee of the Institute under Section 17. This may be made
a Standing Committee and its terms of reference should be to discuss and
resolve common issues like Multidisciplinary Partnership etc."

The Institute of Cost Accountants of India (ICoAl) in a written submission
stated:

"The Institute support proposal of establishment of a Co-ordination Committee. It
has been submitted that it is a welcome proposal for the Secretary, Ministry of
Corporate Affairs to chair meetings of the coordination committee that would



34

facilitate coordinated decisions and actions to promote the corhmon professional
pursuits in the country and abroad."

The Institute of Company Secretaries of India (ICSI) furnished the following

suggestion:

"The main purpose of the Coordination Committee is to bring coordination and
harmony among the three Institutes and it should make recommendations to that
effect. The scope of the Co- ordination Committee should be for such matters/
areas that may require action by more than one Institute. It should not be made
responsible for the functions assigned to each Institute. Accordingly, the words
“be responsible” in Sub-section (4) be deleted and the word “work” be inserted.

The word “ensure” in sub-section 4 (i) be replaced with the words “make
recommendations for’. Furthermore the words “Infrastructure” and “other
related works of the Institute” may be removed, as the same should be under the
purview of the respective institutes and not of the committee."

The Ministry of Corporate Affairs furnished the following comments on the above

suggestions:

"It may be noted that the two Institutes, ICoAl and ICSI have not objected to
constitution of such a Committee. The purpose of the Committee is not to
interfere in the functioning of each institute but effective coordination of the
functions assigned to them in order to make the profession more effective and
robust. At present, often it is seen that initiatives of one institute do not find
support from other Institute since there is no mechanism of regular meetings of
the representatives of the three Institutes at any forum. It may be noted that an
MoU was signed in the year 2000 by ICSI with the ICAI & ICoAl, two other
professional Institutes, under which a Coordination Committee of the three
Institutes was constituted. '

The proposed mandate of the Coordination Committee inter-alia is to ensure
quality improvement of the academics, infrastructure, research and all related
works of the Institute.

Section 29 of IIM Act, 2017 and Section 40 of IlIT Act, 2017 also envisages a
Coordination-forum for all the 1IM and HIT.

The Standing Committee of a particular Institute cannot function as a
coordination platform for all the three Institutes. In order to make the Coordinative
effective, it is required that the representatives of the three Institutes meet
periodically on a common agreeable platform. As per the proposed bill, the
Coordination Committee will comprise of Presidents, Vice-Presidents and
Secretaries of the three Institutes, quarterly meeting of which shall be held under
the chairpersonship of the Secretary, Ministry of Corporate Affairs, which is the
administrative Ministry of all the three Institutes. "

7



3.5 Regarding the constitution of Coordination Committee, the recommendations .of
the High' Level Committee Report headed by Ms. Meenakshi Datta Ghosh reads as

under:
"Presently, the Co-ordination Committee aﬁjong three Institutes has been
constituted in an informal manner with non-specific terms of reference. The Co-
ordination Committee ,meets infrequently with no significant schedule for
deliberation. Given the fact that these three Institutes together constitute an
integral part of Corporate Governance and financial oversight across the country,
effective co-ordination between three Institutes should be imperative. The Terms
of Reference for this Co-ordination Committee should include all aspects of
developing as well asiregulating the profession." i o
3.6 The Committee note that the Bill seeks to clonstitute a Coordination
Committee for the development and harmony of the three professions of
Chartered Accountants, Cost Accountants and Company Secretaries. While the
intent of the proposed amendment is effective coordination between the three
Institutes, the Committee find that the apprehensions expressed by the ICAI
regarding dilution of autonomy and the decision-making authority of the Council
may be suitably addréssed. The Committee, however, note that the other two
institutes in question, that is, ICoAl and ICS| have not objected to the constitution
of the Coordination Committee as proposed in the Bill. The Committee are of the
view that the terms of the constitution of the proposed Coordination Committee
may be reviewed in as much as it may be chaired by an eminent persoh from
Industry, Finance or Business who is not a Member of any of the three Institutes
in question, instead of the Secretary of Ministry of ,Corborate Affairs. The
- Secretary can be a member of the Committee and represent the Government side.
The Chairman may thus be nominated by the Central Government out of a panel
of such eminent persons prepared and provided by the respective Councils. The
other Members of the Committee may be the elected office-bearers of the Council
as proposed in the Bill. The Coordination Committee may act as the apex body
for harmonious regulation, effective professional development, and objective
disciplinary oversight of the three Institutes, particularly keeping in view the fast-
emerging prospect of multi-disciplinary firms/entities and the fact that the three



Professional Institutes in question together constitute the corporate governance

and financial oversight framework across different sectors of our economy. The

Coordination Committee may also be renamed as the Governance Committee to

reflect its hroader mandate of harmonious regulation, effective development, and

disciplinary oversight of the three Institutes.

B. Gomp'osition of Board of Discipline and Disciplihary Committee

3.7

With regard to the. composition of the Board of Discipline and Disciplinary

Committee, the existing pfovision and the proposed changes in the Bill are as under:

Existing Provision

Proposed amendment

Section 21A. Board of Discipline

(1) The Council shall constitute a Board of
Discipline consisting of—

(a) a person with experience in law and having
knowledge of disciplinary matters and the
profession, to be its presiding officer;

(b) two members one of whom shall be a
member of the Council elected by the Council
and the other member shall be nominated by
the Central Government from amongst the
persons of eminence having experience in the
field of law, economics, business, finance or
accountancy;”

“21A. (1) The Council shall, by notification,
constitute one or more Boards of Discipline,
each consisting of—

(a) a person, not being a member of the
Institute, with experience in law and having
knowledge of disciplinary matters and the
profession, to be nominated by the Central
Government as its Presiding Officer, from out
of a panel of persons prepared and provided
by the Council in such manner as may be
prescribed;

(b) one member, who is a person of eminence
having experience in the field of law,
economics, business, finance or accountancy
and not being a member of the Institute, to be
nominated by the Central Government from
out of a panel of persons prepared and
provided by the Council in such manner as
may be prescribed;

(c) one member to be nominated by the
Council from out of a panel of members of
the Institute to be prepared by the Council, in
such manner as may be prescribed."

Section 21B. Disciplinary Committee

(1)The Council shall constitute a Disciplinary
Committee consisting of the President or the
Vice-President of the Council as the Presiding
Officer and two members to be elected from
amongst the members of the Council and two

members to be nominated by the Central

Government from amongst the persons of
eminence having experience in the field of law,
economics, business, finance or accountancy:

Provided that the Council may constitute more

(1) The Council shall, by notification, constitute
one or more Disciplinary Committees, each
consisting of— : :
(a) a person, not being a member of the
Institute, with experience in law and having
knowledge of disciplinary matters and the |
profession, to be nominated by the Central
Government as its Presiding Officer, from out
of a panel of persons prepared and provided
by the Council in such manner as may be
prescribed;




Disciplinary Committees as and when it (b) two members, who are persons of
considers necessary.” eminence having experience in the field of law,

economics, business, finance or accountancy
and not being a member of the Institute, to be
nominated by the Central Government from
out of a panel of persons prepared and
provided by the Council in such manner as
may be prescribed:;
(¢) two members to be nominated by the
Council from out of a panel of members of the
institute to be prepared by the Council in such
manner as may be prescribed:
Provided that the Presiding Officer nominated
under clause (a) and the membeérs nominated
under clause (b) may be the same for different
Disciplinary Committees constituted under this
sub-section. ,

_|

3.8

The ICAI submitted the following suggestions on the above issue:

"In regard to amendments proposed under this section, the ICAl have the
following strong views/objections:-

Composition of the Board of Discipline (BOD)

The unprecedented provisions of appointment of 2 non-CAs as members (out of
3 members’ Board) may have a larger impact as the work of CAs would be
majorly judged by Non-CAs. Earlier there Used to be only one Govt. nominee in
BOD and Presiding officer used to be nominee of Council only.

The third member would be CA member who would be nominated by Council
from a panel to be prepared by Council.

It may be mentioned that non-CA members would not be having in-depth
knowledge of Accounting Standards, Standard on Auditing, scope of audit,
inherent limitations of audit, basic concepts of audit like true and fair, materiality,
substance over form, test base checking etc, etc. Auditing has increasingly
become highly technical and specialised and the scope of audit is quite clearly
defined through multipie standards. '

Further, the decisions in BOD are taken unanimously i.e., with the consent
of all members present including Government Nominee members. There is
barely any instance when any member has dissented from the decision taken
by BOD as a whole. _

10



3.9

Composition of Disciplinary Committee (DC)

Regarding the composition of the Disciplinary Committee, the ICAl is of strong
view- that the conduct of professionals should be judged by the professionals
only. '

International Federation of Accountan’ﬁs (IFAC) has issued Statement  of
Members Obligation’s — 6 (SMO6) and ICAI being 2 member of IFAC needs to
comply with the same. IFAC has in its communication to ICAI confirmed that ICAI

"is compliant with SMOB.

Further, best efforts are made to ensure that the corﬁposition of DC is made in
such a way that no member/minimum possible members hear the cases of the
region to which he / she belongs.

The Appellate Authority already constituted under section 22 A of the Act has
majority of non CA Members and all are appointed by Govt, The Chairperson is
also a non CA member."

In this regard, the Institute of Cost Accountants of India submitted the following

suggestion:

"The Institute has no reservation on the composition and manner of constituting
the Board of Discipline and Disciplinary Committee(s). We as a professional body
have always followed a concept of transparency, independence, and ethics in
governing our Institute and Members. Even today, our disciplinary committees
have presence of Government nominated Council Members who are not Cost
Accountants. Therefore, we will have no difficulty even if the Presiding Officer
and few other members of the Board of Discipline or the Disciplinary Committee
would be non-Cost Accountants. We would welcome this change which is purely
governed by the principles of ethics and unbiased justice. Similar practices
prevail in leading professional accounting bodies of other countries."

3.10 The Institute of Company Secretaries of India submitted the following suggestion:

"4 Parameters for selection of Presiding Officer and Members of Bo[js and DCs
and -such restriction should be specified through Rules rather than through
regulations

2. It is proposed to include one member from out of the Council of the Institute
as he can understand the technicalities of the profession, policies and code of
conduct laid down by the Council and its practicalities or intricacies which an
outside member may not be able to appreciate." '

3.11 The Ministry of Corporate Affairs commented on the above suggestions as under:

" The Council shall continue to constitute the BoDs and there will be no change in
the number of members in the bodies. However, the Presiding Officer of the
BoDs will be nominated by the Central Government from out of a panel of

11



persons having experience in law and having knowledge of disciplinary matters
and the profession, prepared and provided by the Council.

One Member in BoD shall be nominated by the Central Government from out of a
panel of persons having experience in .the field of law, economics, business,
finance or accountancy, prepared and provided by the Council. Remaining One
Member in BoD shall be nominated by the Council from out of a panel of
members of the Institute to be prepared by the Council.

In this regard, Global Best practices adopted in USA, UK, Australia, Canada and
South Africa have been studied. ;

The conduct of the Chartered Accountants who are auditors of public interest
entities are regulated by independent reguiators which are constituted by the
Government and in such bodies majority members are non-Chartered
Accountants. | '

The remaining auditors and Chartered Accountants: (who are not under the
domain of independent regulators) are regulated either by Statuary Self-
Regulatory Organisations (SROs) like India or Canada or by Self-Regulatory
Organisations which are non-Government organisations like in UK, South Africa
and Australia.

In India, misconduct of auditors of public interest entities comes within the
domain of National Financial Reporting Authority (NFRA). The auditors or
Chartered Accountants which are not covered by NFRA comes under the domain
of ICAI. '

Globally, there is a clear separation of elected bodies/members from
Investigation and Disciplinary process in the SROs. It has been observed that’
members of the Council or other Committees of the Council/Board are not part of
the disciplinary panels.

In UK, lay members (Non-CA) head the Disciplinary Panels. (In UK there are
multiple bodies imparting education and regulating the accountancy profession,
unlike India, where ICAI enjoys status of statutory monopoly).

In USA, State Boards of Accountancy regulates the profession and license to
praclice is also given by them. There are 56 Boards of Accountancy in USA and
the members of the Board are appointed by the Government.

In the South African Institute of Chartered Accountants (SAICA), a self-regulatory
organization (SRO) for Chartered Accountants in South Africa, chairperson of
Professional Conduct Committee, is generally an attorney/advocate or a retired
Magistrate. Similarly, the chairperson of Disciplinary Committee of SAICA also
happens to be advocate/attorney or a retired Magistrate. In Accountancy Bodies

12



in Australia and Canada, no member of the Board/Council is 2 member of the
Disciplinary Tribunal. '

International Federation of Accountants (IFAC) an advocacy organization for the
accountancy profession having more than 175 members and associates in more
than. 130 countries and jurisdictions, in its Statement of Member Obligations
(SMO-6), has recommended independence in investigation and discipline
functions. As per IFAC recommendations. independence in regulatory functions
of SROs is measured in terms of participation of non-auditors in disciplinary and
investigation functions."

3.12 During the course of evidence, the representative of Ministry of Corporate Affairs

stated as under: !

"There is no government interference in the constitution of these bodies. The
Council will constitute these bodies. They will recommend the panel. They will
also have their own nominees in this. So, there is no change. Rather than what
we have done, we have withdrawn our government nominee. There will be no
direct government nomination. So, it is rather giving more autonomy to them to
suggest a name which they feel is good to regulate them. They will be suggesting
names, we will not be suggesting names. In fact, the earlier provision was that the
Government will appoint two nominees in disciplinary committee. That-we are
withdrawing. So, it is in the nature of now giving more autonomy to them. Through
regulations, Council will constitute BOD, DC. They will suggest names to us.
Whatever name they suggest, we may agree. They are also having their own
nominees in the Council."

313 The ICAl during the course of evidence submitted the following data on the

quantum of punishment:

r QUANTUINM/ NATURE OF PUNISHMENT DC BOD* TOTAL
Reprimand with & without fine 165 148 33
Membership Removal UIfJiEOeG months with & without 94 59* 153
Membership Removal from 6 months to 1 year with & 57 0* 57
; without fine ' ;
Membership Removal from 1 year to 5 years with & 48 0 48
without fine
Membership Removal more than 5 years with & 5 0* 2
without fine
Permanent Removal with & without fine ’ 7 o* 7
Monetary Penalty 42 17 58
Punishment yet to be awarded 142 27 169
TOTAL 557 251 808

* BOD can remove the name of a member maximum upto 3 months
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3.14  On the composition of the Disciplinary Committee, the High Level Committee
headed by Ms. Meenakshi Datta Ghosh recommended as under:;

"In the composition of the adjudicating bodies, the only way to strictly pre-empt
conflict of interest and to sustain the independence of the adjudicating bodies,
follow the good governance precedent set by Ministry of Corporate Affairs, in
2009. While constituting the Appellate Authority under sub-section (1) of Section
22A of the Chartered Accountants Act, 1949 the MCA used a formulation in
clause (b) of the said sub-Section (1) which states: “The Central Government
shall, by notification, appoint two part-time members from amongst the persons
who have been members of the Council of the Institute of Company Secretaries

of India for at least one full term and who is not a sitting member of the Council’.
This precedent peautifully and specifically addresses the conflict of interest
issues. -

The High Level Committee recommends that for ICAI ICSI .and ICoAl, the future
Disciplinary Committee will have five members, with the following composition:

i. "~ two Govt. Nominees, as per communication addressed by Ministry of
Corporate Affairs to each Institute;

ii. ~ Two reputed professionals with not less than 15 years of relevant experience,
recommended by the Council of each Institute, and appointed by the Ministry
of Corporate Affairs. These two professionals should not be sitting Council
Members and, once appointed to the Disciplinary Committee, shall not be
eligible in seeking election to the Council for a period of one term after the
expiry of their term on the DC: .

iii.  One member should be a professional, with a legal background, with at least
15 years experience, to be recommended and appointed by the Ministry  of
Corporate Affairs."

3.18 The terms of the Statement of Objects and Reasons clearly state that the
conilict of interest associated with an autonomous institution running both the
administrative as well as disciplinary committees needs to be addressed. While
the intent of the proposed amendments seems to brin'g in more accountability
and transparency in the decision-making process, the ICAL h‘ave opposed the
appointment of a non-CA as the Presiding Officer on the premise of lack of in-
depth professional knowledge. The International Federation of Accountants
(IFAC) in its Statement of Member Obligations (SMO-6), has recommended

independence in investigation and discipline functions and the ICAI has
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submitted that they are fully'- compliant with SMO-6 of IFAC. The ICAI further
claims that disciplinary decisions have been taken unanimously and there is no
conflict of interest among the members in the current setup of the Board of
Discipline (BoD) and the Disciplinary Committee (DC). With regard to disciplinary
proceedings, the Committee find that among the cases adjudicated by the
Disciplinary Committee from 2007 to 31st December, 2021, 7 out of 557 total
cases were penalised with permanent removal with or without fine. The
Committee feel that while the autonomy and independence of the Professional
Institutes should not be interfered with unnecessarily, the integrity associated
with financial reporting icannot be diminished in any way since it reflects
business standards and financial robustness for the entire country. There seems
to be, however, some divergence in the interpretation' of the prbposed
amendment between the Ministry and the ICAl. While believing that the proposed
amendments do not take away the professional autonomy of the three Institutes
in any significant manner, the Committee are inclined to endorse the same
without any modification. The members of the Disciplinary bodies may thus be
appointed as proposed in the Bill. '

C. Role of President and Secretary

3.16 With regard to the role of President, the existing provisions vis-a-vis the proposed
amendment are as under:

Existing Provision Proposed amendment

The existing provision | The President shall be the Head of the Council.

provides that the | “12(2)(A) The President shall preside at the meetings of the Council.
President shall be the | (B) The President and the Vice-President shall exercise such powers
Chief Executive | and perform such duties and functions as may be prescribed.
Authority of the Council. | (C) It shall be the duty of the President to ensure that the decisions
' taken by the Council are implemented.

(D) If, for any reason a vacancy occurs in the office of the President,
or if the President is absent or for any other reason, is unable to
exercise the powers or perform the duties assigned to him, the Vice-
President shall act in his place and shall exercise the powers and
perform the duties of the President.

16(1)For the efficient performance of its duties, the Council shall
appoint—

(a) a Secretary who will carry out administrative functions of the
Institute, as its Chief Executive Officer
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3.7

3.18

3.19
under:

On the above proposal, the ICAl submitted the following suggestion: -

"The proposed amendments in sub-section (2) are unwarranted and
contradictory in nature. As:proposed sub-section (2C) provisions itself says that
it shall be the duty of the President to ensure that all decisions taken by the
Council are implemented which means that this sub-section can effectively be
implemented only when the President is Executive Head of the Council.

Hon’ble Standing Committee is requested to reiain the already existing provision
of sub-section (2) and not to make any changes as suggested in the proposed
Bill or refer as “Executive Head” of the Council."

The Ministry furnished the following comments on the ébove suggestion:

"This amendment is with a view to aligning the provisions in the two other Acts,
namely, CWA Act, 1959& CS Act, 1980 governing the Cost Accountarits and
Company Secretaries respectively, wherein President is designated as Head of
the Council. It may be noted that Section 12 of CWA Act, 1959 and CS Act,
1980, was amended in 2006, and President was designated as Head of the
Council in place of Chief Executive Authority. However, corresponding
amendment was not carried out in CA Act, 1949.

The Council is an elected body of the members of the institute and is responsible
for the functioning of the Institute. As per Provisions of Sec 15 of the CA Act,
1949, the Institute shall function under the overall control, guidance and
supervision of the Council.

President being Head of the Council is required to ensure that the decisions of
the Council are implemented. In other Acts like, Institutes of Technology Act,
1961, it is provided that it shall be the duty of the Chairperson to ensure that the
decisions of the Board of IT are implemented (Section 16 of the said Act)."

On the above issue, an independent witness in a written submission stated as

"The changes proposed in the Bill in the roles of the President and Secretary are
by far the most significant. The President who is currently the “chief executive
authority” will become the “head of the Council”. The Secretary who currently has
no defined role in the CAs Act will now become the “chief executive officer” to
carry out the administrative functions of the Institute to be specified. As a result,
the president will become the non-executive head of the Council and the
Secretary will perform the executive functions. This is similar to the separation of
the roles of chairman and managing director in corporate boards. The President
will have to ensure that the Council’s decisions are implemented."
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3.20 During the course of evidence, the Ministry presented the following data:

a Chairman.

Only 02 (must) be CPAs.
Independent from the
profession

Country USA UK
Regulator Public Company Accounting | Financial Reporting Council
Oversight Board (PCAOB) — a | (FRC) - a company limited by
private non-profit corporation | guarantee
Composition 05 Board members, including |Chairman, Chief Executive as

an Executive Director, the
Chair of the Regulatory
Standard & Codes Committee,
the Chair of the Conduct
Committee and non-executive
directors.

No member of the Board may |.
be a practicing auditor or a
member of the governing body

of an accountancy body’

3.21 In order to address the fundamental administrative conflict of interest, it

has been proposed.that the role of the President becomes that of a Chairperson

or Head of the Council and that the Secretary hecomes Chief Executive Officer.

The Ministry has submitted that this proposal has been made to align the

provisions of the three Institutes. Globally, it can be seen that the role of the

Chairman or Head has bheen separated from that of the Executive Authority. The

Institute of Technology Act, 1961 also provides for a Chairperson to ensure the

implementation of the Board's decisions. As such, the Committee feel that the

role of the Head of Council and the Executive Head may be separated as

proposed in the Bill to bring about greater efficiency in decision making and

functioning of the Council.
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D. Timelines for completion of disciplinary proceedings

3.22Regarding timeline for cor.ﬁpletion of disciplinary proceedings in BoD and DC, the

existing provisions vis-a-vis the proposed amendments are as under:

Existing Provisions

Proposed amendments

No
adjudication of disciplinary cases. -

specific timelines for investigation/

Section 21 (3) While making investigation into
a case which is found to be actionable,
Direcior (Discipline) shall give opportunity to
ihe member or the firm, as the case may be, to
submit a written -'_statement within twenty-one
days, which may further be extended by
another twenty-one days on specific request
giving reasons for seeking further extension.
21A(4) The Board of Discipline shall conclude
its inquiry within ninety days of the receipt of
preliminary examination report from the
Director (Discipline).

21B (4) The Disciplinary Commitiee shall
conclude its inquiry within one hundred and
eighty days of receipt of the preliminary
examination the Director

report  from

(Discipline).

3.23 On the issue of timelines for completion of disciplinary proceedings, the ICAI

submitted the following suggestion:

"Timelines for pleadings and undertaking various activities by Director
(Discipline) including the procedure to be followed are given in the proposed Bill
itself. Itis a cardinal principle of legislative drafting that the substantive law deals
with or provides for substantial and enabling provisions and the procedure part,
to maintain flexibility, is prescribed in the delegated legislation i.e. in Rules.
Proposed Bill focus upon / emphasises more on procedural aspects whereas
procedure should be defined in Rules rather in the substantive legislation.

It is pertinent to mention that the Board of Discipline and Disciplinary Committee
are part time bodies that adjudicates the disciplinary cases. Thus the, timelines
needs to be realistic and practical. One would also agree that any judicial or
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quasi-judicial forum is required to adhere to the principles of natural justice by
giving a fair and reasonable opportunity to all the parties by following due
procedure. For the sake of procedure or for expeditious disposal, the basic
principle of natural justice cannot be overlooked.

Therefore, ICAl is of the view that time line, if any for various stages of
disciplinary proceedings should only be provided in the Rules. At the most in this
Section an upper limit of time for disposal of a case can be provided."

3.24 The Ministry of Corporate Affairs furnished the following comments on the above

suggestion:

"It appears that the Institute is agreeable that timelines may be provided though
it does not want to commit on the particular timelines ‘provided in the Bill.In ICAI,
it is observed that a large number of cases are pending for more than 3 years.
The provision in the bill is made on the recommendations of the High Level
Committee which has recommended a time-line of 365 days for completion of
entire proceedings and also need for a timeline for disposal of disciplinary
cases. The Bill seeks to ensure timely disposal of pending cases within 180
days by Disciplinary Committee and 90 days by Board of Discipline and also
prescribed timelines at the stage of PER in the Disciplinary Directorate.

In order to enable the Institutes to dispose the cases in a timely manner, the Bill
further proposes to augment the capacity of Disciplinary Directorate by making
provision for at least two Joint Directors (Discipline) in addition to Director
(Discipline) and more than one BoD for quicker disposal of cases."

3.25 On the pendency of cases, the ICAl in a written note submitted as under:

"Pendency of Cases: From 2006, new procedure of Disciplinary Mechanism for
taking action against erring members has been introduced. Since 2006 to 31st
December 2021, a total of 5829 cases have been registered under the new
mechanism out of which 3832 cases (65.74%) were disposed off by the 31st

December, 2021. Ageing analysis of remaining, 1997 (34.26%) cases is as

below:
TOTAL NO OF LESS THAN A FORO1-3 MORE THAN 3
PENDING YEAR YEAR YEARS
CASES* _
1997 670 753 574

(#) In 79 cases, stay has been granted by the competent Court & apart from that in 2 cases
although there is no stay on the proceedings, final Order cannot be passed due to Order of the

competent Court.
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3.26 On the above issue, the High Level Committee had recommended as under:

" The High Level Commijttee recommends a carefully calibrated schedule of time
ceilings starting from receipt of complaint, such that final disposal in each
complaint does not exceed 365 days/onie year, from the date the complaint is
received in the Directorate of Discipline."

3.27 One of the important objectives of the Bill is to provide time bound
disposal of cases by specifying time limits for speedy disposal of cases against
members of the Institute. Based on the submissions :_of the Institutes and the
Ministry, the Committee feel .tha’c the introduction of timelines for completion of
disciplinary proceedings is rjeasonable and justified with a view fo en_s’uring
prompt disposal of disciplinary matters. The Committee would therefore endorse
the timelines proposed in the Bill.

E. Liability of firms for misconduct of partner

3.28 On -the issue of the liability of firms for misconduct of partner, firms are not
covered in the existing Acts and the proposed changes in the Bill are as under:

"21A(6) Where on the basis of evidence brought on record or during the course
of an inquiry pertaining to a member, the Board of Discipline is of the opinion that
any such member who is a partner or owner of a firm, has been repeatedly found
guilty of misconduct mentioned in the First Schedule during the last five years,
the following action may also be taken against such firm, namely:—

(a) prohibit the firm from undertaking any activity or activities relating to*
the profession of a chartered accountant in practice for such period not
exceeding one year; or

(b) impose such fine as it may think fit, which may exiend to twenty-five
lakh rupees. '

21B(6)Where on the basis of evidence brought on record or during the course of
an inquiry pertaining to a member, the Disciplinary Committee is of the opinion
that any such member, who is a partner or owner of a firm has been repeatedly
found guilty of misconduct mentioned in the Second Schedule or in both the First
Schedule and the Second Schedule, during the last five years, the following
actions may also be taken against such firm, namely:—
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(a) prohibit the firm from undertaking any activity or activities relating to-
the profession of a chartered accountant in practice for such period not
exceeding two years; or

(b) suspend or cancel the registration of the firm and remove its name
from the Register of firms permanently or for such period as it may think
fit; or '

(c) impose such fine as it may think fit, which may extend to fifty lakh
rupees.” -

329 The ICAI submitted the following suggestion on th_is iséue:

"Clause (a) of sub-section (6) regarding imposing penalties on firm needs to be
re—wqrded having regard to the following instances (which are not exhaustive).

'A’ is a partner simultaneously in more than one firm at the time of
commission of misconduct and repeatedly found guilty. In such case,
whether on all the firms penalty is liable to be imposed or only on one firm.

At the time of commission of misconduct, ‘A’ is a partner in one firm and
subsequently becomes partner in another. In such cases, whether penalty is
imposed on both the firms or on which firm the penalty can be imposed is not
getting cleared.

After committing repeated misconducts and found guilty thereof, if ‘A’
dissolves the said firms and establishes a new firm, whether the new firm
can be penalised for his misdeeds. -

At first time, A is found to be guilty for misconduct as defined under first
schedule and second time, he is found to be guilty for misconduct as defined
under second schedule or both schedule. There can be a reverse situation
also. The provisions need to be more clarificatory.

There may be a situation where four partners of a single firm are found to be
guilty of misconduct as defined under first schedule and / or second
schedule, but none of them have been found repeated guilty. Now it is not
clear whether any action can be contemplated on the said firm in this case.

Further to above, ICAI is also concerned for a firm having multiple partners, paid
assistants, employees and article assistant. As per the proposed provision, if any
one of the partner is found to be repeated guilty, action would be initiated against
the entire firm including removal of its name from the register. However, it is felt
that this would lead to unnecessary hardship to all other partners, paid
assistants, employees etc. who are dependent for their livelihood on the firm
without any fault of them."

3.30 The Ministry of Corporate Affairs furnished the following comments on the above

suggestion:
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3.31

"With regard to liability of firm, it is submitted that the proposal of fixing liability of
firm has been introduced in all the three Acts through the present amendment bill
along with a separate chapter on registration of firms. It is also relevant that the
Institute has raised no objection as regards introduction of separate chapter on
registration of firms rather there was a longstanding demand of including a
separate chapter on firms and also the power to the Council to penalise them.

The action against member who is a partner or owner of a firm has been provided
in the bill for misconduct under the First Schedule to be inquired by Board of
Discipline and for misconduct under the Second Schedule to be inquired by
Disciplinary Committee. The repeated misconduct on part of a partner of a firm in
the last five years (rather than the same or identical offence) would be considered
for taking action against the firm also. Here repeated misconduct refers to
misconduct on part of a partner or owner of a firm on more than one occasion.
Therefore, different formdlation based on times of repeated offences is not
required. ' ’

‘A professional charged with misconduct and found guilty may be partner in more

than one firm. However, for the purpose of this clause, partner(s) of the firm on
behalf of which he/she has carried out the audit/certification and is found to be
involved in a misconduct would only be covered

The proposed formulation in the Bill has been vetted by Legislative Department.”

he recommendation of the High Level Committee Report on the above issue is

as under:

"At present, the jurisdiction of the disciplinary mechanism (in all three
professional Institutes), extends only up to its individual member and does not in
any manner implicate the firm/partnership with which such member is associated
or may be so employed. Following the Satyam scam, a High Powered Committee
appointed within the ICAI, had proposed to Government of India, Ministry of
Corporate Affairs in 2010 that the Chartered Accountants Act, Regulations and
Rules be amended such that ICAI could ‘proceed against the firm, including
imposition of ban, where the partners and the members of an audit team are
found to be guilty of gross negligence / fraudulent activities”.

With reference to the disciplinary process, this High Level Committee,
recommends that:

(i) it is logical and also high time that the firm must also be held culpable to the
extent as may be prescribed for the specific misconduct of the defaulting
professional.
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(i) In any disciplinary proceeding, the Complainant must furnish the name of the
firm/ partnership to which the CA/CS/Cost Accountant belonged at the time when
the lapse in professional pon_duct took place.

(iii) Similarly, in the final order p'assed by the adjudicating bodies of the three
Institutes, the name of the firm must be stated upfront in terms of specific
penalties imposed, as relevant.

(iv) And finally, in order to bring the firms of members also under the umbrella of
disciplinary mechanism, the HLC recommends that the proposal of ICAI
contained in letter dated 15th December 2010 should now be considered as soon
as feasible. If accepted, this would require amendments in the Acts and Rules of
the respective Institutes. |

3.32 The incfusion of firms under the purview of the discipiinary mechaniém is
one of the objectives of the Bill. This was necessitated by' various incidents
including the major corporate accounting scandals, huge scams that shook the
economy, the discovery of shell companies after demonetization and the lack of
action taken or inability to take action against firms. In this regard, the Committee
are surprised that the Ministry has taken an unduly long time in taking action on
the recommendations of the High Level Committee in 2017. The Committee feel
that the ICAl's opposition to penalising firms for the repeated misconduct of its
partners is unfounded as the firms have ‘a fiduciary relationship with their
~ partners and are equally responsible for their deeds. Further, it may be noted that
the Bill does not intend to penalise firms for a single misconduct of its pa'rtner
but repeated misconduct within a span of five years. The Committee, therefore,
endorse the amendment and hope that these are not cosmetic changesand would

rather go a long way in preventing financial scams in the future.

F. Increasing Competition

3.33 During the course of evidence, the representative of Ministry of Corporate Affairs
stated as under:

"In the US, for taking a license, you have to go to State Board of Accountancy.
For public listed companies, there is Public Company Accounting Oversight
Board (PCAOB). It has to be independent from the profession. The American
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Institute of Certified Public Accountants (AICPA) is a voluntary organisation but
they cannot give license to practice. In fact, they are conducting seminars. May
be, they are also suggesting syllabus through which the CPAs should appear in
exam. Exam is conducted by National Association of State Boards of
Accountancy(NASBA) and State Board of Accountancy. -

In the US, there are 56 State Boards of Accountancy.. In California, there
are 15 members — seven professionals and eight lay members. In Alabama, it is
one lay member and six professionals. But all are appointed by the Government,
They are not geiting appointed by the Council. There would be the State
Chartered Accountant bodies but they are not regulating themselves. Here, ICAI
is giving license and conducting exam. That is why, ‘we have said it is statutory
monopoly. Itis doing everything uniike USA where awarding of license is with the
Government, cancellation of license is with the Government. It is completely
regulated knowing the sensitivity and importance of the profession. Who will be
appointing the. Members of Board of Accountancy? They are appointed by
Governor, Senate or Speaker. The AICPA ‘is only becoming an organisation
where if you want to get benefit out of something and you become a member.
That is @ major difference. To practice in USA, you need not become a Member
of AICPA. | may not be obliged to take the membership of AICPA to- practice, |
can take a license from the Government and practice.

Here, you have to take a license from ICAI, certificate of practice. Without
obtaining a certificate of practice, you cannot practice. That means it is
completely controlled by one Institute. There is no competition also to develop
the profession unlike in other countries where there are multiple bodies
competing with each other and developing the profession."

3.34 The Ministry also provided the following information regarding
Qualification and licensing in various countries:

USA

* Activities are performed by multiple bodies:

* Examination for CPAs is conducted by American Institute of Certified Public
Accountants - AICPA (a voluntary professional organization of CPAs at
‘National Level). National Association of State Boards of Accountancy-
NASBA (a Not For Profit Organization) gets the scores from AICPA and
transmits to the State Boards of Accountancy (SBAs - Gout, Bodies), which
make scores available to the candidates

* License to practice/ revocation of license by SBAs (not by AICPA or State
Societies of CPAs) -

* CPAs need not be members of AICP

UK, South Africa and Australia
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3.35

Activities are combined but performed through multiple bodies — SROs, which
are Non—GovernmentaI Bodies

Canada
Activities are combined but performed- through multiple S’catutory Provincial
Bodies — Statutory SROs

On the above issue, an independent witness submitted the following suggestion:
"Establishment of Indian Institutes of Accounting '

This proposal is for establishing a strlng of Indian Institute of Accounting (lIA) that
will raise the standards of accounting education and oﬁer competitionto the
Institute of Chartered Accountants of India.

Here's an outline of what the 1|1As would be like:

o The llAs will be statutory bodies established by a Central law similar to
[ITs and [IMs.

e They will be set up in different parts of India.

e Each IIA will have a board of governors consisting of experts, lay persons,
and government officers drawn, among others, from the Ministry of
Finance, the Ministry of Education, and the Ministry of Corporate Affairs.
The board size will be ten.

o The board will have full functional, fmanczal and administrative autonomy
for its efficient functioning.

o The chairman and the members will be eminent persons from business,
public administration, accountancy, finance, academia, and so on.

e The board will appoint the chairman and the members and they must be
free from conflict of interest of any kind i.e. professional, financial, or
personal.

o The chairman and the members will serve part-time and will have a term
of three years. They shall not be eligible for reappointment or extension in
order to avoid entrenchment and to bring in new talent regularly.

e The board will appoint a Director (CEO) for a term of five years. The
Director shall not be eligible for reappointment or extension in order to
avoid entrenchment. This is particularly important because the board is
part-time and the Director could develop deep roots.

o Each IIA will have an Academic Council that will develop the curriculum.
The undergraduate curriculum will have financial and cost accounting,
auditing, tax, law, business strategy, organisational behaviour,
management, governance and public administration, technology, data
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science, psychology and other fields relevant to the wide role that
accountants play. '

o [llAs will start with a five-year undergraduate programme in accounting.
Overtime, they will develop post-graduate programmes ‘in specialized
areas such as forensic accounting, business analytics, cyber security,
valuation, international tax, and other relevant ‘fields. Once these
programmes stabilise, they will develop PhD programmes.

o Admission will be through a national entrance test after secondary
schooling under the National Educational Policy 2020.

o |lAs will be research-driven. They will support'=,_research and publications
efforts by their faculty generously. ;

o llAs will work closely with national and regional educational institutions
such as the Indian Institutes of Management, the Indian Institutes of
Technology, the National Law Universities, and other universities and
institutions. '

e From the beginning IlAs will have an international outlook. They should
have students from all over the world including from developing countries.
They should aim to get the best faculty from around the world.

o They should price their education reasonably and provide liberal financial
aid to needy students. Access, equity, inclusion, diversity, and fairess are
important. They should work to raise endowments from industry.

o Those who qualify in the undergraduate programme will be given two
degrees, a Bachelor of Accounting and a Bachelor of Business. This will
give them a choice of the stream they want to go into.

e They will be given a licence to practise similar to CAs. The licence-holders
will be called Certified Professional Accountants (CPAs). They will be
required to register themselves with a Central Licensing Authority (such as
NFRA) which will handle their disciplinary matters.

The proposal visualizes the liAs as academic institutions that educate licensed

professionals similar to AlIMS, PGI, JIPMER, National Law Schools, and so on.
In contrast, the Institute of Chartered Accountants of India will be a professional
certification agency, much the same way it is now."

3.36 During the course of examination of the Bill and scrutinizing global
practices with regard to the profession of accountants, it has been observed that
the qualification and licensing of accountants in advanced countries like US, UK
and Canada is done by mulitiple bodies unlike in India where one Institute has

statutory monopoly over the whole profession. As such, the scope for improving
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the quality and competency of the profession remains limited. The Committee
during their deliberations feel that multiple bodies on the lines of advanced
countries is required in order to promote healthy competition, raise the standard
and quality of auditing and accounting and improve the credibility of financial
reporting. The Committee desire that the Government should consider setting up
of Institutes of Accounting (IIA) akin to lITs and IIMs for further develbpment of

the accounting and finance profession in the country.

G. Substitution of Sectic;n 22- Professional or other misconduct defined
3.37 Clause 26 of the Bill states that:
"For section 22 of the principal Act, the following section shall be substituted, namely:-

'22. For the purposes of this Act, the expression "professional or other
misconduct" shall be deemed to include any act or omission, on the part of any
member of the Institute either in his individual capacity or as partner or owner of
a firm, as mentioned in any of the Schedules, but nothing in this section shall be
construed to limit or abridge in any way the power conferréd or duty cast on the
Director- (Discipline) under sub-section (1) of section 21 to inquire into the

conduct of such member or firm, under any other circumstances."

3.38 The Committee recommend addition of the word "commission" in Clause 26

(Section 22 of Principal Act) as indicated below:

"For the purposes of this Act, the expression "professional or other

misconduct” shall be deemed to include’ any act of commission or

omiésion, on the part of any member of the Institute either iﬁ his individual
capacity or as partner or owner of a firm, as mentioned in any of the
Schedules, but nothing in this section shall be construed to limit or abridge
in any way the power conferred or duty cast on the Director (Discipline)
under sub-section (1) of section 21 to inquire into the conduct of such

member or firm, under any other circumstances.”
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H. Change in nomenclature
3.39 Clause 39 of the Bill states as under:

"In section 1 of the principal Act, in sub-section (1), for the words "Cost and
Works Accountants”, the words "Cost Accountants” shall be substituted.

3.40 The Institute of Cost Accountants of India submitted the following suggestion in this
regard:

" The Bill proposes to substitute the existing words ‘Cost and Works Accountanis’

| with the words ‘Cost “Accountants’. In this regard, the Institute submits that
instead of substituting the existing words 'Cllost and Works Accountants’ with the
words ‘Cost Accountants’, these should be substituted with the words “Cost and
Management Accountants” in line with the title of the qualification of its
members, viz., ACMA and FCMA and institute’s name is changed as “The
Institute of Cost and Management Accountantf:s of India". The change would
be in line with the changing role of the professionals known earlier as cost and
works accountants of similar institutes in developed and developing countries
such as UK, USA, Auslralia, Bangiadesh, Sri Lanka, etc. In support, we  give
below the global list of all CMA Institutes:

- Chartered Institute of Management Accountants, UK

- Institute of Management Accountants, USA

- Institute of Certified Management Accountants, Australia

- Institute of Certified Management Accountants, Hong Kong

- Institute of Certified Management Accountants, Sri Lanka

- Institute of Cost and Management Accountants of Bangladesh,
Bangladesh

it may be seen that except India, all other Institutes carry the fitle as Cost &
Management Accountants or simply Management Accountants. It is only in India
that the Institute carries the title of only Cost Accountants, which is misleading as
the domain of cost accounting has matured itself to cost & management

accounting."
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3.41 The Committee note that Clause 39 of the Bill proposes to substitute the
words “Cost Accountants” instead of "Cost and Works Accountants". However,
the Institute of Cost Accountants of India have suggested that the nomenclature
may be changed to 'Institute of Cost and Maﬁag_ement Accountants of India’ in
-keeping with international practice. In this regard, they have cited the example of
UK where it is Chartered Institute of Management Accountants, Institute of
Management Accountants in USA and Institute of Certified Management
Accountants in Australia. In this regard, the Committee would suggest that the
Ministry of Corporate A'ffairs may consider suitablé change to the nomenclature

of the Institute as per international practice/benchmarks.

New Delhi; SHRI JAYANT SINHA,
21 March, 2022 Chairperson

30 Phalguna, 1943 (Saka) Standing Committee on Finance
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could not be readily replied by them during the sitting.
The witnesses then withdrew,
The Committee then adjourned.

A verbatim record of the proceedings has been kept.
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LIST OF WITNESSES
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T Shri Rajesh Verma, Secretary
2, Shri Manoj Pandey, Joint Secretary

3. At the outset, the Chairperson welcomed the witnesses to the sitting of the
Committee. After the customary introduction of the witnesses, the Secretary, Ministry of
Corporate Affairs made a powerpoint presentation on the proposed amendments in ‘The
Chartered Accountants, the Cost and Works Accountants and the Company Secretaries
“(Amendment) Bill, 2021, The major issues discussed include the rationale behind the
constitution of Coordination Committee, change in the' composition of Board of
Discipline (BoD) and Disciplinary Committee, need for multiple bodies for qualification
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quantum of punishment for misconduct of partners, need for addressing conflict of
interest in disciplinary and administrative arms.

4. The witnesses responded to the queries raised by the Members on the subject.
The Chairperson directed the witnesses to furnish written replies to the queries which

could not be readily replied by them during the sitting.

The witnesses then withdrew.
The Committee then 'adjourned.

A verbatim record of the proceedings has been kept.
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2. At the outset, the Chairperson welcomed the Members to the sitting of the
Committee. Thereafter, the Committee took up the draft Report on 'the Chartered
Accountants, the Cost and Works Accountants and the Company Secretaries
(Amendment) Bill, 2021' for t;onsideration and adoption. After some deliberations, the
Committee adopted the draft Report and authorised the Chairperson to finalise and
present the Report to the Parliament.

!

The Committee then adjourned.
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THE CHARTERED ACCOUNTANTS, THE COST AND WORKS
ACCOUNTANTS AND THE COMPANY SECRETARIES

" (AMENDMENT) BILL, 2021
N :
oy BILL ' 3
further to sz end the Chartered Accountants Act, 1949

, the Cost and Works Accountarifs..
P

Act, 1959 and the Company Secretaries Act. 1980,

Be it enacted by Parliament in the Seventy-second Year of the Republic of India as
follows:— - '

CHAPTERI

PRELIMINARY
5

Accountants and the Company Secretaries (Amendment) Act, 2021,

(2) It shall come into force on such date as the Central Government may, by notification
in the Official Gazette, appoint, and different dates may be appointed for different provisions
of this Act and any reference in any provision to the commencement of this Act shal] be

10 construed as g reference to the coming into force of that provision.

b
i

Ties

1. (1) This Act may be called the Chartered Accountants, the Cost and Works

e

Short title
and
commencement,

. ..jg
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CHAPTER I

" AMENDMENTS TO THE CHARTERED ACCOUNTANTS Acr, 1949
Amendment 2. In the Chartered Accountants Act, 1949 (hereafter in this Chapter referred to as the
of long Litie :

principal Act), in the long title and preamble, for the word “regulation”, the words “regulation

i presmbl and development” shall be substituted.

Amendment 3. In section 2 of the principal Act, in sub-section (/),—
of section 2, ;

(i) after clause (aaa), the following clause shall be inserted, namely:—

‘(ab) “Board of Discipline” means the Board of Discipline constituted
under sub-section: (1) of section 21A;%;

(ii) after clause _(b), the following clauses shall be inserted, namely:—

. “(ba) “Coordination Committee” means the Coordination Committee .

constituted under section 9A;
¥,

A (bb)“Companies Act” means the Companies Act, 2013 or any other previous
company law as-defined in sub-section (67) of section 2 of the said Act;’;

(iii) in clause (c)_, after the words “Council of the Institute_.”; the words “constituted
under section 9” shall be inserted; -

() after clause (ca), the following clauses shall be inserted, nam.ely:——

‘(cb) “Director (Discipline)” means the Director (Discipline) referred to in
section 21 and includes Joint Director (Discipline);

(cc) “Disciplinary Committee” means the Disciplinary Committee
constituted under sub-section (1) of section 21B;

(cd) “Disciplinary Directorate” means the Disciplinary Directorate -_

_ @stablished under sub-section (1) of section 21;
(ce) “fellow” means a fellow member of the Institute;’;

(v) in clause (ea), after the words “Official Gazette”, the words ‘and the term
“notify” shall be construed accordingly’ shall be inserted;

(vi) for clause (g), the follow'ing clause shall be substituted, namely:—

‘(8) “Register” means the Register of members of the Institute maintained
under section 19 or the Register of firms of the Institute maintained under
section 20B, as the case may be;’:

(vii) after clause (haa), the following clause shall be inserted, namely:—

mi% under sub-section (/) of section 17;".
Amendment - 4. In section 4 of the principal Act,—

of section 4. i ) < : ) ,
(#) for the word “Register”, wherever it occurs, the words “Register of members”

shall be substituted; '

(i) in sub-section (7), in clauses (v) and (vi), for the words “without India”,
wherever they occur, the words “outside India” shall be substituted;

(iii) in sub-section (3),—

(a) the words “, which shall not exceed rupees three thousand” shall be
omitted;

(b) the proviso shall be omitted,

‘(haaa) “Standing Committee” means a Standing Committee constituted

RV
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5. In section 5 of the principal Act,—

(7) for the word “Register” occurring at both the places, the words “Reglster of
members” shall be substituted;

(if) in sub-section (3),—

(a) the words “which shall not exceed rupees five thousand” shal] be
omitted;

(b) the proviso shall be omitted.

* 6. Insection 6 of the principal Act,. for sub-section (2), the following sub-section shall

be substituted, namely:—'

“(2) Every such member shall pay annual fee for the certificate as may be
. determined, by notification, by the Council, and such fee shall be payable on or before
the 1st day of April each year.”.

7. In section 8 of'the principal Act,—

(1) for the word “Register”, wherever it occurs, the words “Register of members”

shall be substituted;

(i) in clause (iff), after the words ‘I‘undiscl'iarged insolvent”, the words “or an
undischarged bankrupt” shall bé inserted;

“(iif) after clause (iii), the following clause shall be inserted, namely-—

“(iiia) is declared bankrupt under the Insolvency and Bankruptcy Code,
2016; or”;

(iv) in clause (v),—

(a) for the words “without India”, the words “outside India” shall be
substituted:

(b) the words “transportation or” shall be omitted.
8. In section 9 of the principal Act,—
(i) in sub-section (2),—

(a) for the word “Register”, occurring at both the places, the words “Register
of' members” shall be substituted;

(b) for the words “three years”, the words “four years” shall be substituted;
(¢) for the words “six years”, the words “eight yéars” shall be substituted;
(if) in sub-section (4),—

(@) for the word “person”, the words “member of the’ Instltutc orany pa.rtner
of a firm” shall be substituted;

(b) for the words “three years” the words “four years” shall be substituted.

9. After section 9 of the principal Act, the following section shall be inserted,
namely:—

“9A. (1) There shall be a Coordination Committee consisting of the President;
Vice-President and the Secretary of the Council of each of the Institutes of Chartered

Accountants of India, the Cost Accountants of India and the Company Secretaries of -

India for the development and harmonisation of the professions of Chartered
Accountants, Cost Accountants and Company Secretaries.

(2) The meeting of the Coordination Committee shall be chaired by the Secretary,
Ministry of Corporate Affairs.
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(3) The meeting of the Coordination Committee shall be held once in every
quarter of a year. ’

(4) The Committee shall be responsible for the effective coordination of
the functions assigned to each Institute and shall—

(4) ensure quality improvement of the academics, infrastructure, research
and all related works of the Institute;

(ii) focus on the coordination and collaboration among the professions,
to make the profession more effective and robust;

(iti) align the cross-disciplinary- regulatory mechanisms for inter
professional development; -

(ivy make recommendations in matters relating to regulatory policies for
the professions; o )

(v) perform such other functions inéidentai_ to clauses (i) to (i) above.”.
10. Section 10 of the principal Act shall be renumbered as sub-section (1) thereof and,—

() in the first proviso to sub-section (1) as so renumberé_d1 for the words “three
consecutive terms”; the words “two consecutive terms” shall be substituted;

(i) after sub-section (J) as so renumbered and amended, the following sub-section
shall be inserted, namely:— £

“(2) Notwithstanding anything contained in sub-section (1), amember of
the Council who immediately at the commencement of the Chartered Accountants;
the Cost and Works Accountants and the Company Secretaries (Amendment)
Act, 2021, has held office as such member for two terms or is holding office for

the second term of three years, shall be eligible to contest for one more term of -

four years and a member who has held office for one term or is holding office for

the first term of three years, shall be eligible to contest for two more consecutive
terms.”. '

11. In section 12 of the principal Act—
() in sub-section (/), the proviso shall be omitted;

(#i) in sub-section (2),' for the words “Chief Executive Authority”, the word “Head”
shall be substituted;

(iii) after sub-section (2), the following sub-sections shall be inserted, namely:—
“(24) The President shall preside at the meetings of the Council.

(2B) The President and the Vice-President shall eﬁ{ei'cise such powers and
perform such duties and functions as may be prescribed: "

(2C) 1t shall be the duty of the President to ensure that the decisions taken
by the Council are implemented.

(2D) I, for any reason a vacancy occurs in the office of the President, or
if the President is absent or for any other reason, is unable to exercise the powers
or perform the duties assigned to him, the Vice-President shall act in his place
and shall exercise the powers and perform the duties of the President.”.

12. In section 13 of the principal Act, in sub-section (2), for the word “Register”, the
words “Register of members” shall be substituted. '

13. In section 14 of the principal Act, in sub-section (1), for the words “three years”, the
. words “four years” shall be substituted.
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14. In section 15 of the principal Act; in sub-section (2),—

(1) for clauses (5) and (c) the following clauses shall be substituted, namely:—
“(b) the prescribing of fees for the examination of candidates for enrolment;
(c) the granting or refusal, of registration of a firm;”;

() in clause (d), for the word “Register”, the words “Register of members” shall

be substituted;

(7i1) for clause (f), the following clauses shall be substituted, namely:—

“N th_e,-presc‘ribmg of guidelines for grant or refusal of certificates of
practice under this Act; .

(fa) to issue guidelines for the purpose of carrying out the objects of this
Acty”; e

(v) clause (g) shall be omitted:

(v) in clause (%), the words “and collection” shall be o:mitted;

(vi) clause (i) shall be omitted . '

(vii) for clausé ()), the following clauses sﬁall be substituted, namé[y:— :
“(]) to conduct investor education and awareness programmes;

(1a) to enter into any memorandum or arrangement with the prior approval
ofthe Central Government, with any agency of a foreign country, for the purpose
of performing its functions under this Act;” '

15. After section 15A of the principal Act, the following section shall be inserted,
namely:— - ' '

“15B. The functions of the Institute shall include—
(@) the examination of candidates for enrolment;

(b) the regulation: of the engagement and training of articled and audit

assistants;

'~ (c) the maintenance and publication of a'Registe_r of p'ersons qualified to
practice as chartered accountants; )

(d) the maintenance and publication of Register of firms;
(e) collection of fees from members, examinees and other persons;

(f) subject to the orders of the appropriate authorities under this Act, the

. removal of names from the Registers of members and firms and the restoration of

names to the Registers of members and firms which have been removed;

(g) the maintenance of a library and publication of books and periodicals
relating to accountancy and allied subjects; ;

(k) the conduct of elections to the Council of the Institute; and

) (7) the granting or refusal of certificates of practice as per guidelines issued
by the Council.”,

16. In section 16 of the princ.ipal Act,—

() for sub-section (7), the following sub-section shall be substituted,

namely:—
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“(1) For the efficient performance of its duties, the Council shall appoint—

(@) a Secretary who will carry out administrative functions of the
Institute, as its Chief Executive Officer;

(b) a Director (Discipline) and Joint Directors (Discipline) not below
the rank of Deputy Secretary of the Institute, to perform such functions as

are assigned to them under this Act and the rules and regulations framed
thereunder: :

Provided that no appointment or re-appointment or termination of

appointment of Director (Discipline) or Joint Director (Discipline) shall
have effect unless such appointment, re-appointment or termination of
appointment is made with the previous approval of the Central
Government.”;

(4) in sub-section (2), for clause (c), the following claué_e shall be substituted,
namely:— "

“(c) prescribe the manner of appointment, powers, duties and functions of
the Secretary and other officers and employees, their salaries, fees, allowances
and other terms and conditions of service;”. g © "

Amendment  17. In section 18 of the principal Act, for sub-section (3), the following sub-section
of section 18. - shall be substituted, namely:—

“(3) The annual accounts of the Council shall be prepared in such manner as
may be prescribed and subject to audit by a firm of chartered accountants to be
appointed annually by the Council from the panel of auditors maintained by the
Comptroller and Auditor-General of India:

Provided that a firm shall not be el'ig.iblc for appointment as an auditor under this

sub-section, if any of its partner is or has been a member of the Council during the last
four years: ‘ .

Provided further that in the event it is brought to the notice of the Council that
the accounts of the Council do not represent a true and fair view of its finances, then,
the Council may itself cause a special audit to be conducted:

Provided also that, if such information, that the accounts. of the Council do not
represent a trite and fair view of its finances; is sent to the Council by the Central
Government, then, the Council may, wherever appropriate cause a special audit or take
such other action as it considers necessary and shall furnish an action taken report
thereon to the Central Governmient.”. |

Amendment 18. In section 19 of the principal Act,—
of scetion 19.

() for the word “Register”, wherever it occurs, the words “Register of members”
shall be substituted;

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

“(1) The Council shall maintain a Register of members of the Institute in
such manner as may be prescribed.”;

(#ii) in sub-section (2), after clause (c), the following clause shall be inserted, _

namely:—

“(ca) whether any actionable information or complaint is pending or any
penalty has been imposed against him under Chapter V, including details thereof,
if any;”;
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(i) in sub-section (4),—

(a) the words “, which shall not exceed rupees five thousand” shall be
omitted;

(b) the proviso shall be omitted. _
19. In section 20 of the prmc1pal Act,— o

(:) for the word “Register”, wherever it occurs, the words “Register of members”
shall be substituted,;

(i) in sub-section (3),—

(a) the words “, which shall not exceed rupees two thousand” shall be
omitted;

(b) the proviso shall be omitted.

20. After chapter IV of the prmCIpal Act, the follow:.ng Chaptcr shall be inserted,
namely —

- “CHAPTER IVA
REGISTRATION AND REGISTER OF FIRMS

20A. Every firm shall be registered with the Institute on an application made to
the C01mc1l by any partner or owner of a firm, in such manner and subject to such
terms and conditions as may be prescnbed

Provided that the Council may refuse to register a firm, if the name of sﬁch firm is
by any firm within or outside India or in the opinion of the Council, registration of the
- firm is undesirable.

20B. (7) The Council shall maintain, in such manner as may be prescribed, a
Register of firms.

{(2) The Register of firms shall include such particulars about the firm, including

details of pendency of any actionable information or complaint or imposition of:

penalty against it under Chapter V, in such form and at such intervals, as may be
prescribed.

(3) The Council shall cause to be publiskied in such manner as may be

prescribed, a list of firms registered with the Institute as on the 1st day of April of

~ each year or at any such interval as may be decided by the Council, and shall make

available the list to such persons, in suich form and on payment of such amount as
may be prescribed.

20C. The Council shall remove from the Register of firms the name of any firm—
(@) which is dissolved or liquidated; or
(b) from \;vhich a request has been received to that effect; or

(¢) is declared insolvent or bankrupt under the Insolvency and Bankruptcy
Code, 2016 and remains undischarged; or

(d) which has been debarred from undertaking any activity or activities
relating to the profession of a chartered accountant in practice under any law for
the time being in force or by any competent court; or

(e) in respect of which an order for removal has been passed under this
Act, '

identical or similar to the name of any other firm already registered or the name is inuse,

Amendment
of section 20.

Insertion of
new Chapter

IVA.

-Registration

of firms.

Register of
firms. -

Removal
from Register
of firms.



Review
before
Council.

Substitution

of section 21.

Disciplinary
Directorate.

8

20D. (/) Any firm aggrieved by the decision for refusal ofregistration may apply
for review before the Council within one month from the date of such refusal.

(2) The Council may, after-considering the review application, confirm or set

aside the decision so taken or pass such orders as it may consider appropriate.”.

21. For section 21 of the principal Act, the following section shall be substituted,
namely:— j ‘

“21. (1) The Council shall, by notification, establish a Disciplinary Directorate
‘consisting of'a Director (Discipline), at least two Joint Directors (Discipline) not below
the rank of Deputy Secretary of the Institute and such other employees appointed
under section 16, for making investigations either suo motu, or on receipt of an
information or a complaint; in such form, along with such fees as may be specified.

(2) Within thirty days of receipt of an information or a_complaint, the Director
(Discipline) shall decide in such manner as may be specified, whether a complaint or
information is actionable or is liable to be closed as nor-actionable;

Provided that the Director (Discipline) may call for additional information from
the complainant or'the informant, as the case may be, by giving fifteen days time
before deciding whether The case is actionable or non-actionable:

Provided further that the recommendations of the Director .(Discipline) on
non-actionable complaints or information shall be submitted to the Board of Discipline
within sixty days of its receipt and the Board of Discipline may, after looking into its

~merits refer such complaint or information to the Director (Discipline) for conducting
further investigation. ' '

(3) While making investigation into a case which is found to be actionable, the
Director (Discipline) shall give an opportunity to the member or the firm, as the case
may be, to submit a written statement within twenty-one days which may further be
extended by another twenty-one days, for reasons to be recorded in writing.

(4) Upon receipt of the written statement under sub-section (3), if any, the

Director (Discipline) shall send a copy thereof'to the complainant or the informant, as

the case may be, and the complainant or the informant shall, within twenty-one days of
the receipt of such written statement, submit his rejoinder, ‘

(5) Upon receipt of written statement under sub-section (3) and réjoinder under

sub-section (), the Director (Discipline) shall submit a preliminary examination report

within thirty days, if a prima facie case is made out against a member or a firm, as the
case may be.

" (6)In case a prima facie case is made out for any professional or other misconduct
mentioned in the First Schedule, the Director (Discipline) shall submit the preliminary

examination report to the Board of Discipline and where primafacie case is made out -

for any professional or other misconduct mentioned in'the Second Schedule or in both
the First Schedule and the Second Schedule, he shall subrmit a preliminary examination-
report to the Disciplinary Committee:

Provided that a complaint or information filed by any authorised officer of the
Central Government or a State Government or any statutory authority duly supported
by an investigation report or relevant extract of the investigation report along with
supporting evidence, shall be treated as preliminary examination report;

Provided further that where no prima facie case is made out against the member or
the firm, the Director (Discipline) shall submit such information or complaint with relevant
documents to the Board of Discipline and the Board of Discipline may, if it agrees with
the findings of the Director (Discipline), close the matter or in case of disagreement, itself
proceed further or refer the matter to the Disciplinary Committee or advise the Director
(Discipline) to further investigate the matter.
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(7) For the purpose of investigation under this Act. the Disciplinary Directorate
shall follow such procedure as may be specified.

(8) A complaint filed with the Disciplinary Directorate shall not be withdrawn

urider any circumstances.

(9) The status of actionable information and complaints pending before the
Disciplinary Directorate, Boards of Discipline and Disciplinary Committees and the
orders passed by the Boards of Discipline under section 21A and by the Disciplinary

Committees under section 21B shall be:made available in the public domain by the

Disciplinary Directorate in such manner as-may be preécribed.“.

22. For section 21A of the principal Act, the following section shall be substituted,

‘namely:—

“21A. (/) The Council shall, by nnufcatlon constitute one or more Boards of
Discipline, each consisting of— :

(a) a person, not being a member of the Institute, with experience in law
and having knowledge of disciplinary matters and the profession, to be nominated

by the Central Government as its Presiding Officer, from out of a panel of persons

prepared and provided by the Council in such manner as may be prescribed;

(b) one. member, who is a person of eminence having experience in the field
of law, economics, business, finance or accountancy and not being a member of
the Institute, to be notninated by the Central Government from out of a panel of
‘persons prepared and provtded by the Council in such manner as may be
prescribed;

(c) one member to be nominated by the Council from out of a panel of
members of the Institute.to be prepared by. the Council, in such manner as may
be prescribed; :

(d) an officer of the Institute not below-the 1‘ank of a Deputy Secretary
shall function as the Secretary of the Board of Discipline:

Provided that the Presiding Officer nominated under clause () and the member
nominated under clause (b) may be the same for dlfferent Boards of Discipline
constituted under this sub-section.

(2) The Board of Discipline shall, while co.ﬁsidel_'ing the cases placed before it,
follow such procedure including faceless proceedings and virtual hearings as may be
specified.

(3) The Board of Discipline shall, on recelpt ofprehmmary examination report
from Director (Discipline), require the member or the firm, as the case may be, against
whom such preliminary examination report has been filed, to submit a written statement
within twenty-one days which may further be extended by another twenty-one days,
in exceptional circumstances, for reasons to be recorded in writing,

() The Board of Discipline shall conclude its inquiry within ninety days of the
receipt of preliminary examination report from the Director (Discipline).

(3) Upon inquiry, if the Board of Discipline finds that such member is guilty of a
professional or other misconduct mentioned in the First Schedule, it may pass an order
within thirty days of such finding, after providing an opportunity of being heard to the
member taking any one or more of the following actions, namely:—

(a) reprimand the member and-record it in the Register of members:

(b) remove the name of the member or members from the Register of
members, up to a period of six months; :

(¢) impose such fine as it may think fit which may extend to two lakh rupees.
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(6) Where on the basis of evidence brought on record or during the course of an

inquiry pertaining to a member, the Board of Discipline is of the opinion that any such
member who is a partner or owner of a firm, has been repeatedly found guilty of
misconduct mentioned in the First Schedule during the last five years, the following
action may also be taken against such firm, namely:——

(a) prohibit the firm from undertaking any activity or activities relating to
the.profession ofia chartered accountant in pl actice for such period not exceeding
one year; or

(b) impose such fine as it may think fit, which may extend to twenty- we
lakh rupees.

(7) Where 2 member or a firm fails to pay the fine imposed under sub-section (5)
or sub-section (6) within such time as may be specified, the Coupcil shall remove the
name of such member or firm from the Register of members or Register of firms, as the
case may be, for such period as it may think fit.

(8) The Presiding Officer and members of the Board ofD|5c1pIme shall be paid
such allowances as may be prescribed.”.

23. For section 21B -of the principal Act, the following section shall be substituted,

namely:—

“21B.(/) The Council shall, by notification, conslltute one or more DlSCIleﬂﬂl‘y
Committees, each consisting of—

(a) a person, not being a member of the Institute, with experience in law
and having knowledge of disciplinary matters and the profession, to be nominated

by the Central Government as its Presiding Officer, from out of a panel of persons

prepared and provided by the Council in such manner as may be prescribed;

(b) two members, who are persons of eminence having experience in the
field of law, economics, business, finance or accountancy and not being amember
of the Institute, to be nominated by the Central Government from out of a panel
of persons prepared and provided by the Council in such manner as may be
prescribed;

(¢) two members to be nominated by the Council from out of a panel of
members of the Institute to be prepdred by the Council in such manner as may be
prescribed: '

Provided that the Presiding Cfficer nominated under clause (@) and the members

nominated under clause (b) may be the same for different Dismphnaw Committegs -

constituted unde1 this sub-section.

(2) The Disciplinary Committee shall, while considering the cases placed before
it, follow such procedure including faceless proceedings and virtual hearings as may
be specified.

(3) The Disciplinary Committee shall, on receipt of preliminary examination report
from Director (Discipline), require the member or the firm, as the case may be, against
whom such preliminary examination report has been filed, to submit a written statement
within twenty-one days, which may further be extended by another twenty-one days
in exceptional circumstances, for reasons to be recorded in writing.

(4) The Disciplinary Committee shall conclude its inquiry within one hundred
and cighty days of receipt of the preliminary examination report from the Director
(Discipline).
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(5) Upon inquiry, if the Disciplinary Committee finds that a member is guilty of
a professional or other misconduct mentioned in the Second Schedule or in both the
First Schedule and the Second Schedule, it may pass an order within thirty days of
such a finding. after providing an opportunity of being heard to the member, taking

" any one or more of the following actions, namely:—

(a) reprimand the member and record it.in the Register of members; or

(b) remove the name of the member from the Register of members
permanently or for-such period, as it:may think fit; or

(c) impose such fine as it may think l"t which may extend to ten lakh
. rupees.

(6) Where on the basis ofévidence brought on record or during the course of an
inquiry pertaining to a member,.the Disciplinary Committee is of the opinion that any
such'member, who is a partner or owner of a firm has been repeatedly found guilty of:
misconduct mentioned in the Second Schedule or in both the First Schedule and the
Second Schedule, during the last five years, the followuno actions may also be taken
against such firm, namely:—

(a) prohibit the firm from undertaking any activity or activities relating to

the profession ofa chartered accountant in practice for such period not exceeding

two years; or

(b) suspend or cancel the registration of'the firm and remove its name fiom
the Register of firms permanently or for such périod as it may think fit; or

(c) impose such fine as it may think fit, which may extend to fifty lakh
rupees.

(7) Where a member or a firm fails to pay the fine imposed under
sub-section (3) or sub-section (6) within the specified time, the Council shall remove
the name of such member or firm from the Register of members or Register of firms, as
the case may be, for such period, as it may think fit.

(8) The Pres:dmﬂ Officer and members of the Disciplinary Commlttee shall be
paid such allowances as may be prescribed.”.

24. In section 21C of the prmclpal Act, the Exp!ana{fox? shall be omitted.

25. For sectmn 21D of the principal Act, the following section shall be substituted,

namely:—-

“21D: All complamts or any inquiry pending before the Board of Discipline or
the Disciplinary Committee or any reference or appeal filed before the Appellate
Authority or before a High Court prior to the commencement of the Chartered
Accountants, the Cost and Works Accountants and the Company Secretaries
(Amendment) Act, 2021, shall continue to be governed by the provisions of this Act,
as if this Act had not been amended by the Chartered Accountants, the Cost and:
Works Accountants and the Company Secretaries (Amendment) Act, 2021.”,

26. For section 22 of the principal Act, the folIowmu section shall be substituted,

“namely: e

'22. For the purposes of this Act, the expression “professional or other
misconduct” shall be deemed to include any act or omission, on the part of any
member ofthe Institute either in his individual capacity or as partner or owner of a firm,
as mentioned in any of the Schedules, but nothing in this section shall be construed
to limit or abridge in any way the power conferred or duty cast on the Director (Discipline)
under sub-section (/) of section 21 to inquire into the conduct of such member or firm,
under any other circumstances.”
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27. [n section 22G of the principal Act,—

(1) in sub-section (/),—

(«) after the words “Any member of the Institute”, the words “or a firm”

shall be inserted:;

(b) for the words “imposing on him”, the words “imposing on such member 5

or firm” shall be: substituted;

{c) for the words, brackets, figures and letters “sub-section (3) of section
21A and sub-section (3) of section 21 B, may”, the words, brackets, figures and
letters “sub-section (3) or sub-section (6) of section 21A or sub-section (3) or
sub-section (6) of section 21B, as the case may be, may” shall be substituted;

(d) for the words “communicated to him”, the words “communicated to
such member or firm” shall be substituted;

(i) in sub-section (2), for the words, brackets, figures and letters
“sub-section (3) of section 21 A and sub-section (3) of section 21 B”, the words, brackets,
figures and letters “sub-section (J3) or sub-section (6) of section 21A or
sub-section (5) or s'ub~section (6) of section 21B,” shall be substituted;

(iii) after sub»sectaon (2), the following sub- section and Exp!mranons shall be
inserted, namely:—

‘(3) No order or-act or proceeding of. the Authority shall be called in .

question in any manner, on the ground merely of any defect in the constitution
of,-or a casual vacancy or absence of one or two members, of the Authority.

E,L\-p:’anaf."oﬁ 1.—For the purposes of this Chapter,—

(A) “member of the Institute” includes a person who was a member
of the Institute on the date of the alleged misconduct although he has
ceased to be a member of the Institute at-the time of the inquiry;

(B) a “firm” registered with the Institute shall also be held liable for
misconduct of a member who was its partner or owner on the date of the
alleged misconduct, although he has ceased to be such partner or owner,
at the time of the inquiry. '

Explanation 2.— No action taken under the provisions of this Chapter
- shall bar a Central Government Department or a State Government or any statutory

authority or regulatory body to take action against a member or a firm registered -

with the Institute under any other law for the time being in force.’.
28. In section 24 of the principal Act,—

(a) for the words ‘one thousand rupees”, the words “one lakh rupees™ shall be
substituted;

{b) for the words “five thousand rupees”, the words “five lakh rupees” shall be
substituted.

29. In section 24A of the principal Act, in sub-section (2),—

(/) for the words “be punishable with fine which may extend on first conviction to
one thousand rupees”, the words “be punishable with imprisonment which may.extend
to six months, or with fine which shail not be less than one lakh rupees but which may
extend to five lakh rupees, or with both on first conviction” shall be substituted;

) (:‘J) for the words “six months, or with fine wh:ch may extend to five thousand
rupees”, the words “one year, or with fine which shall not be less than two lakh rupees
but which may extend to ten lakh rupees” shall be substituted.
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30. In section 25 of the principal Act,- in.sub-section (2),— : Amendment

. - = X of section 25.
(a) after the words “punishable with fine”, the words “which shall not be less

than two lakh rupees but” shall be inserted;

(bj for the; words “one thousand rupees”, the words “te_n'lakh rupees” shall be
substituted; :

L

(¢) for the words “to five thousand rup_eés”i, the words “with fine which shall not be
less than four lakh rupees but which may extend to twenty lakh rupees” shall be substituted.

31. In section 26 of the principal Act, in sub-section (2)— Amendment

of section 26.
(a) for the words “five thousand rupees”, the words “one lakh rupees” shall be

10 substituted; .
(b) for the words “one lakh rupees”, the words “five lakh rupees” shall be substituted;

(¢) for the words “ten thousand rupees”, the words “two lakh rupees” shall be
- substituted; : o

(d) for the words “two lakh rupees”, the words “ten lakh rupees” shall be substituted.

15 32." In section 28B of the principal Act, after clause (c), the following clause shall be Amendment
inserted, namely:— . ' : ggéccnon_

“(d) to forward cases of non-compliance with various statutory and regulatory
requirements by the. members of the Institute or firms, noticed by it during the course
ofits reviews, to the Disciplinary Directorate for its examination.”.

20 ~ 33, In.section 29 of the principal Act, in sub-section (2), for the word “Register”, the Amendment
words “Register of members” shall be substituted. of waetion 29'&
34. In section 29A of the principal Act, in sub-section (2),— Amendment
of section

() for clauses (c) and (d), the following clauses shall be substituted, namely:— 29A.

“(c) the form and fee for filing an information or a complaint under
25 sub-section (/), the manner of deciding a complaint or information as actionable
* ° or non-actionable under sub-section (2) and the procedure of investigation

under sub-section (7), of section 21; o

(d) ‘the procedure while considering the cases by the Board of Discipline
under sub-section (2) and time limit for payment of fine under sub-section (7) of
30 section 21A; .

(da) the procedure while considering the cases by the Disciplinary
_ Committee under sub-section (2) and time limit for payment of fine under
sub-section (7) of section 21B;”.

35. In section 30 of the principal Act, in sub-section (2),— Amendment
; . . y . . of section 30.
35 (7) in clauses (b), (e) and (h), for the word “Register”, wherever it occurs, the
words “Register of members” shall be substituted;
(i7) clause (g) and clause (i) shall be omitted;
(iif) for clause (r), the folld_wing clauses shall be substituted, namely:—

“(r) the qualification required for the purposes of sub-section (3) of
40 section 5; c '

(ra) the circumstances under which certificates of practice may be cancelled
under sub-section (3) of section 6;
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(rb) the guidelines for granting or refusal of certificates of practice under
clause (7) of sub-section (2) of section 15; '

(rc) the manner of appointment, powers, duties, functions, salaries, fees,
allowances and other terms and conditions of service of the Secretary and other
officers and employees of the Council under clause (c) of sub-section (2) of section 16;

(rd) the manner of preparing annual financial statement under
sub-section (4) and the annual accounts under sub-section (3), of section 18;

(re) the manner of maintaining a Register of members of the Institute under
sub-section (/) and the manner in which the annual list of members registered with
the Institute shall be published under sub-section (3) of section 19;

(/) the manner of making an application for grant of registration of a firm
and the terms and conditions of such registration under section 204,

(rg) the manner of maintenance of Register of firms, and other particulars
including details of pendency of any actionable information or complaint or

imposition of penalty against the firm under sub-section (/) and sub-section (2),

and the manner in which the annual list of firms registered with the Institute shall
be published under-sub-section (3), of section 20B;

(rh) the manner of making available status of actionable information and '

complaints and orders passed under sub-section (9) of section 21;

(r7) the manner of preparing panel of persons under clauses (a), (b) and (¢)
of sub-section () and the allowances payable to the Presiding Officers and
members of the Boards of Discipline under sub-section (8), of sections 21A;

(/) the manner of preparing panel of persons under clauses (a), (b) and (¢)
of sub-section (/) and the allowances payable to the Presiding Officers and
members of the Disciplinary Committees under sub-section (8), of section 21B;

(k) the salaries and allowances and conditions of service of officers and-

other staff of Authority under sub-section (2) of section 22E;

D the manner in which Regional Council may be constituted under
sub-section (2) of section 23 and the functions thereof; and”.

36. In the First Schedule to the principal Act,—

(/) in the heading, forthe figures, brackets and letter “21(3), 21A(3)”, the figures,
brackets and letters “21(6), 21A(5) and (6), 21B(5) and (6)” shall be substituted;

(i) in Part I, in item (9), after the words and figures “Companies Act, 19567, the
words and figures “or sections 139 to 141 of the Companies Act; 2013 or any other law
pertaining to appointment of auditors for the time being in force” shall be inserted.

37. In the Second Schedule to the principal Act,—

(/) in the heading, for the figures, brackets and letter “21(3), 21B(3)”, the ﬁgures,
brackets and letter “21(6), 21B(5) and (6)” shall be substituted;” -

(ii) in Part1, in item (3), for the words “beliefthat he”, the words “belief that he or
his firm” shal] be substituted;’ .

(iif) in Part 11, after item (4), the following item shall be inserted, namely:—

“(5) acts as an auditor of the company in contravention of the provisions
ofthe Companies Act, 2013.”. :

CHAPTERIII
AMENDMENTS TO THE COST AND WORKS ACCOUNTANTS AcT, 1959

38. In the Cost and Works Accountants Act, 1959 (hereafter in this Chapter referred to

as the principal Act), in the long title, for the words “regulation of the profession of cost and
Works Accountants”, the words “regulation and development of the profession of cost
Accountanis” shall be substituted.
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39. Insection 1 of the principal Act, in sub-section (7), for the words “Cost and Works
Accountants”, the words “Cost Accountants™ shall be substituted.

40. In section 2 of the principal Act, in sub-section (/),—

(1) after'clause (aua), the following clauses shall be inserted, namely:—

‘(ab) “Board of Discipline” means the Board of Discipline constituted
under sub-section (/) of section 21 A7 4

(ac) “Companies Act” means the Companies Act, 2013 or any other previous

" company law as defined in sub-section (67) of section 2 of the said Act;’;

. (i) after clause (b), the following clauses shall be inserted, namely:—

‘(ba) “Director (Discipline)” means the Director (Discipline) referred to in
section 21 and includes Joint Director (Discipline);

(bb) “Disciplinary Committee™ means the Disciplinary Committee
constituted under sub-section (/) of section 21B;

(be)' “Disciplinary Directorate” means the Disciplinary Directorate -

established under sub-section (7) of section 21;’;

(fiiyin clause (c), after the words “Council of the Institute”, the words “constituted
under section 9” shall be inserted; '

(v) in clause (d), the figures “1956” shall be omitted;h

(v) for clause (), the following clause shall be subsituted, namely:—

‘(e) “fellow” means a fellow member of the Institute;’;
(vi) for clause (fa), the follo-\ﬁng clause shall be substituted, namely:—

‘(fa) “notification” means a notification published in the Official Gazette
and the term “notify” shall be construed accordingly;’; :

(vii) for clause (i), the following clause shall be substituted, namely:—

‘(i) “Register” means the Register of members of the Institute maintained
under section 19 or Register of firms of the Institute mamtamed under
section 20B, as the case may be;”; : ;

(viil) af{er c]ause (iaa), the following clause.shall be inserted, namely:—

“(iaaa) “Standmﬂ Committee” means a Standing Com:mttee COI‘lStll‘utE‘.d
under sub-section {I) of section 17;.

41 In Chapter 11 of the prmmpa] Act, inthe headmg, the words “AND WORKS” shall

42. In section 4 of the principal Act,—

(7) forthe word “Register”, wherever it occurs, the words “Register of members”

shall be substituted;

(if) in sub-section:(/), in clauses (iv) and (v), for the words “without India”,

wherever they occur, the words “outside India” shall be substituted;

(ifi) in sub-section (3),—

(@) the words ", which shall not exceed rupees three thousand" shall be
omitted;

(b) the proviso shall be omitted.
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43. In section 5 of the principal Act,—

(#) for the word “Register”, wherever it occurs. the words “Register of members”
shall be substituted;

(#1) in sub-section (4), the words “which shall not e:\ceed rupees five thousand,”
shalI be omitted;

(#ii) the proyiso sflall be omitted. '
44. In section 6 of the principal Act, in sub-section (2),—
- (1) words “which shall not exceed rupees three thousand” shall be omitted:
(i) the first proviso shall be omitted; '

(iif) in the sccond proviso, for the words “Provided further that”, the words
“Provided that” shall be substituted.

45. In section 8 of the principai Act,—

(#) for the word “Reglstcr" wherever it occurs, the words “Register of members”
shall be substlluted :

(if) in clause (iii), after the word$ “undischarged msolvent" the words “or
undischarged bankrupt” shall be inserted;

(iii) after clause (ffi), the following clause shaIl be inserted, namely:—

“(iiia) is declared bankrupt under the Insolvency and Bankruptey |

Code, 2016:;

(#v) in clause (¥), for the words “without India”, the words “outside India” shall
be substituted.

46. In section 9 of the principal Act,—
(7) in sub-section (2),—

(a) for the word “Register” occurrmg atboth the pIaces the words “Register
of members” shall be substituted; "

(b) for the words “three years”, the words “four years” shall be substituted;
(c) for the words “six years”, the words “eight years” shall be substituted;
(#i) in sub-section (4),—

(a) for the word “person”, the words “member of the lnstnule or any partner
of a firm” shall be substituted; )

(b) for the words “three years”, the wor ds “four years” shall be subsututed
47. In section 12 of the prmupal Act,—
(7) in sub-section (/), the proviso shall be omitted;
(if) after sub-section (2), the following sub-sectionsl shall be inserted, namely:—
“(24) The President shall preside at the meetings of the Council.

(2B) The President and the Vice-President shall exercise such powers and
perform such duties and functions as may be prescribed. -

{2C) It shall be the duty of the President to ensure that the decisions talen
hy the Council are implemented.

3l of 2016.
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(20) If, for anv reason a vacaney accurs in the office-of the President. or
if'the President is absent or for any ather reason. is unable.to exercise the powers
or perform the duties assigned to him. the Vice-President shall act in his place
- and shall exercise the powers and perforn the duties of the President.”.
i 48. [n section |3 of the principal Act. in sub-section (2). for the word “Register”, the
words “Register of members™ shall be substituted.
49. [n section |5 of the principal Act. in sub=section (2).--

(f) in clause (¢). for the word “Register”, the words “Register of members™ shall
be substituted;
o (if) afier clause I(e.}, the following clause shall be inserted. namely:—
“(ew) the gl.';-mling or refusal, ofr(agislralidn of a firm:™;
'(f:'f) after clause (/). the following clauses shall be inserted, namely:—
“(jr.}-) to issue guidé[incs for the purpose of carrying out the objects of this
Acty

I3 (7b) to conduct investor education and awareness programmes;

(j¢) to enter into any memorandum or arrangement with the prior approval of
the Central Government, with any agency of any foreign country, for the purpose
of performing its functions under this Act;™; -

(iv) in clause (), for the words *, action taken thereon with a report to the Central

20 Government within a period of three months, and their inclusion in the annual report™,

the words “and the details of action taken thereon in its annual report™ shall be
substituted.

50. In section 15A of'the principal Act.—
() after clause (¢): the following clause shall be inserted. namely:—

““(cu) the maintenance and publication of a Register of firms;™:

L
L]

(#i) in clause (e), for the words “Register and the restoration to the Register of
names”, the words “Register of members and firms and the restoration of names to the
Register of members and firms™ shall be substituted. -

51. Insection 16 of the principal Act,—-
30 () for sub-section (/), the following sub-section shall be substituted, namely:—

*(/) For the efficient performance of its duties, the Council shall,
appoint-—

(@) a Secretary, who will carry out the administrative functions of the

Institute as its Chiel Executive Officer;
35 - (b) a Director (Discipline) and Joint Directors (Discipline) not below’
: the rank of Deputy Secretary of the Institute, to perform such functions as

are assigned to them under this Act and the rules and regulations framed
thereunder:

Provided that no appointment or re-appointment or.termination of
40 appointment of Director (Discipline) or Joint Director (Discipline), shall have effect
" unless such appointment, re-appointment or fermination. ofappomtmcm is made

with the previous approval of the Central Government.’

(/i) in sub-section (2), for clause (¢), the lollowmu clause shall be substituted,
namely:---

48 “(e) prescribe the manner of appointment, powers, duties and functions of
the ‘\‘;ccrcldw and other officers and LﬂlpIO)’LCS their salaries. fees, allowances
and other terms and conditions of service:”.
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Amendment 52. In section 18 of the principal Act. for sub-section (3). the following sub-section
of section 18 shall be substituted, namely:-— ;

*(5) The annual accounts of the Council shall be prepared in such manner as
may prescribed and subject 1o audit by a firm of chartered accountants to be appointed
annually by the Council from the panel of auditors maintained by the Comptroller and
Auditor-General of India: '

Provided that a firm shall not be eligible for appointment as an auditor under this
sub-section, if any of'its partner is or has bELI'I- a mcmbe: ofthe Council during the last
four years:

Provided further that in the event it is brought to the notice of the Council that
the accounts of the Council do not represent a true and fair view of its finances. then,
the Council may itself cause a special audit to be conducted:

Provided also that, if such information. that the accounts of the Council do not
represent a true and fair view of its finances, is sent to the Council by the Central
Government; then, the Council may, wherever appropriate cause a special audit or take
such other action as it considers necessary and shall furnish an action taken report
thereon to the Ce;lm'ai' Government,”,

Amendment 53. In'section 19 of the principal Act,—-
ol section 19

shall be substituted:

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

(}) The Council shall maintain a Register of members oftm. Institute in
such manner as may be prescribed.”;

(iii) in sub-section (2), after clause (¢), the following clause shall be inserted,
namely:—

“(ca) whether any actionable information or complaint is pending or any

penalty has been imposed against him under Chaptér V, including details thereof,

if any;™;
(iv) in sub-section (4),—

(a) the words “which shall not exceed rupees five thousand™ shall be
omitted;

(b) the proviso shall be omitted.
Amendment 54. In section 20 of the principal Act,—

ol scction 20
: (7) for the word “Register”, wherever it o¢curs, the words“Register ofmembels

shall be substituted;

(ii) in sub-section (3),—

omitted;

(;‘J) the proviso shall be omitted...

[nsertion of - 55. After Chapter IV of the principal Act, the following Chapter shall be inserted,
new Chapter namely:—
IVA

“CHAPTER IVA
REGISTRATION AND REGISTER OF FIRMS _
Registration of 20A. (/) Every firm shall be registered with the Institute on an application made
s to the Council, by any partner or owner of a firm, in such manner and subject to such
terms and conditions as may be prescribed:;
‘ Provided that the Council may refuse to register a firm if the name of such firm is
identical or similar to the name of any other firm already registered or the name is in use

(1) for the word “Register”, wherever it accurs, the words “Register of members”

(a) the words *, which shall not exceed rupees two thousand” shall be
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by any firm within or outside India or in the opinion of the Council. registration of the

firm is undesirable.

20B. (/) The Council shall maintain, in such manner as may be prescribed, a
Register of firms.

(2} The Registe} of firms shall include such particulars about the firm, including
details of pendency of any actionable information or complaint or imposition of any

Jpenalty against it under Chapter 'V, in such form and at such inter vals as may be

prescribed.

(3) The Council shall cause to be published in such manner as may be prescribed,
a list of firms registered with the Institute as on the |st day of April of each year or at
any such interval as may be decided by the Council, and shall make available the list to
such persons, in such form and on payment of such amount as may be prescribed.

20C. (/)The Councu] shall remove from the Register of firms the name of any
finm—

(a) which 'ig_dissoived or liquidated; or

(h) from which a request has been received to that effect: or

(¢) is declared insolvent or bankrupt underthelnsoivem) and Bankruptcy

Code, 2016 and remains undischarged; or

() which has been debarred-from undertaking any activity or activities
relating 1o the profession of a cost accountant in practice under any law for the
time being in force or by any competent court; or

(e) in respect of which an order for removal has been passed under this
Act.

20D. (/) Any firm aggrieved by the decision for refusal of registration may apply
for review before the Council within one month from the date of such refusal.

(2) The Council may, after considering the review application, confirm or set
aside the decision so taken or pass such order as it may consider appropriate.”.

56. For section 2] of the principal Act, the following sectien shall be substituted,

(1

“21. (/) The Council shall, by notification, establish a Disciplinary Directorate

consisting of a Director (Discipline), at least two Joint Directors (Discipline) not below
the rank of Deputy Secretary of the Institute and such other employees appointed
under section 16, for making investigations either swo moru, or on receipt of an

information or a complaint, in such manner, along with such fees as may be specified.

(2) Within thirty days of receipt of an information or a complaint. the Director
(Discipline) shall decide in such manner as may be specified, whether a complaint or
information is actionable or is liable to be closed as non-actionable:

Provided that the Director (Discipline) may call for additional information from
the complainant or the informant, as the case may be, by giving fifteen days time
before deciding whether the case is actionable or non-actionable:

Provided further thal the recommendations of the Director (Discipline) on
non-actionable complaint or information shall be submitted to the Board of Discipline
within sixty days of its receipt, and the Board of Discipline may, after looking into its
merits refer such complaint or information to the Director (Discipline) for conducting
further investigation.

(3) While making investigation into a case which is found to be actionable, the

* Director (Discipline) shall give an opportunity to the member or the firm. as the case-

may be, to submit a written statement within twenty-one days which may further be
extended by another twenty-one days. for reasons to be recorded in writing.
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(4) Upon receipt of the written statement under sub-section (3). if any. the
Director (Discipline) shall send a copy thereof 1o the complainant or the informant. as
the case may be. and the complainant or the informant shall, within twenty-one days of
the receipt of such written statement. submit his rejoinder,

(3) Upon receipt of writien statement under sub-section (3) and rejoinder under
sub-section (). the Director (Discipline) shall submit a preliminary examination report
within thirty days, if aprima facie case is made out against 2 member or a firm. as the
case may be. |

(6) Incase a prima fucie case is made out for any professional or other misconduct

- mentioned in the First Schedule. the Director (Discipline) shall submit the preliminary
examination report to the Board of Discipline and where prima facie case is made out
for any pI‘ObeSIOﬂaI or other misconduct mentioned in the Second Schedule or in both

the First Schedule and the Second Schedule. he shall submit a preliminary examination .

report to the Discipliuary Committee:

Pr uwded lhat)a ‘complaint or information filed by any author |5ed officer of the
Central Government or a State Government or any statutory authority duly supported
by an investigation report or relevant extract of the investigation report along with
supporting evidence, shall be treated as preliminary examination report:

Provided further that where no prima facie case is made out against the member
or the firm, the Director (Discipline) shall submit such information or complaint with
relevant documents to the Board of Discipline and the Board of Discipline may, if it
agrees with the findings of the Director (Discipline). close the matter or in case of
disagreement. itself proceed further or refer the matter to the Disciplinary Committee or
advise the Director (Discipline) to further investigate the matter.

(7) For the purpose of investigation under this Act, the Disciplinary Directorate
shall follow such procedure as may be specified.

(8) A complaint filed with the Disciplinary Directorate shall not be withdrawn
under any circumstances.

(9) The status of actionable information and complaints pending before the
" Disciplinary Directorate, Boards .of Discipline and Disciplinary Committees and the
orders passed by the Boards of Discipline under section 21A and by the Disciplinary

Committees under section 21B shall be made available in the public domain by the

Disciplinary Directorate in such manner as may be prescribed.”.

57. For section 21A of the principal Act, the following section shall be substituted,
namely:—

“21A. (/) The Councilshall. by notification. constitute ane or more Boards of
Discipline. each consisting of—-

(a) a person, not being a member of the Institute, with experience in law
and having knowledge of disciplinary matters and the profession, to be
nominated by the Central Governiment as its Presiding Officer, from out of a
panel of persons prepared and provided by the Councﬂ in such manner as may
be prescribed;

(h) one member, wha is a person of eminence having experience in the field
of law. economics. business. finance or accountancy and not being a member of
the Institute, to be nominated by the Central Government from out of a panel of
persons prepared and provided by the Council in such manner as may be
prescribed:
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(¢) one member to be nominated by the Council from out of a panel of
members of the Institute to be prepared by the Council, in such manner as
may be prescribed;

(d) an officer of the Institute not below the rank of a Deputy Secretary
shall function as the Secretary of the Board of Discipline:

Provided that the Presiding Officer nominated under clause (&) and the member
nominated under clause (b) may be the same for different Boaids of Dlscrplme
constituted under this sub-section.

(2) The Board of Discipli'ne shall, while considering the cases placed before it,
follow such procedure including faceless proceedings and virtual hearings as may be
specified.

(3) The Board of Discipline shall, on receipt- ofplehmmary examination report
from Director (Dlsmplme) require the member or the f'rm as the case may be, against
whom such preliminary examination report has been filed, to submit a written statement
within twenty-one days which may further be extended- by another twenty-one days
in exceptional circumstances, for reasons to be recorded in writing.

(#) The Board of Discipline shall conclude its inquiry within ninety _days ofthe
receipt of pr ehmmary examination report from the Director (Discipline).

(3) Upon inquiry, if the Board of Discipline finds that such member is guilty ofa
professional or other misconduct mentioned in the First Schedule, it may pass an order
within thirty days of such finding, after provding an opportunity of being heard to the
member, taking any one or more of the following actions, namely:—

(@) reprimand the member and record it in the Register of members;

(b) remove the name of the member or members from the Register of
members, up to a period of six months‘ '

(c) impose such fine as it may think fit which may extend to two lakh
rupees. ;

(6) Where on the basis of evidence brought on record or during the course of an -
inquiry pertaining to amember, the Board of Discipline is of the opinion that any such
member who is a partner or owner of a firm, has been repeatedly found guilty of
misconduct mentioned in the First Schedule during the last five years, the folIowmu
action may also be taken against such firm, namely:—

(a) prohibit the firm from undertaking any activity or activities relating to
the profession of a cost accountant in practice for such period not exceeding
one year; or

(b) impose such fine as it may think fit, which may-extend to twenty-five
lakh rupees.

-(7) Where a member or a firm fails to pay the fine imposed under sub-section (5
or sub-section (6) within such time as may be specified, the'Council shall remove the
name of such member or firm from the Register of members or Register of firms, as the
case may be, for such period as it may think fit. -

(8) The Presiding Officer and members of the Board othscaphne shall be paid
such allowances, as may be prescribed.”.
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58. For section 21B of the principal Act, the following section shall be substituted,

namely:—

“21B. (J) The Council shall. by notification. constitute one or more
Disciplinary Committees, each consisting of—

() a person, not being a member of the Institute, with experience in
the field of law, and having knowledge of disciplinary matters and the
profession, to be nominated by the Central Government as its Presiding
Officer, from. out of a panel of persons prepared and provided by the
Council in such manner as may be prescribed;

() two members, who are persons of eminence having experience
in the field of law, economics, business, finance or accountancy and not
being a member of the Institute, to be nominated by the Central Government

from out of a panel of persons prepared and prowded by the Council in
such manner as may be prescribed;

(c)two members to be nominated by the Council from out of a panel
of members ofthe Institute to be prepared by the Council in such manner
ds may be prescribed:

- Provided that the Presiding Officer nominated under clause (a) and
the members nominated under clause (b) may be the same for different
Disciplinary Committeees constituted under this sub-section.

(2) The Disciplinary Committee shall, while considering the cases placed
before it, follow such procedure including faceless proceedings and virtual
hearings as may be specified.

(3) The Disciplinary Committee shall, on receipt of preliminary examination
report from Director (Discipline), require the member or the firm, as the case may be,

against whom such preliminary examination report has been filed, to submit a-written

statement within twenty-one days, which may further be extended by another twenty-
one days in exceptional circumstances, for reasons to be recorded in writing.

(4) The Disciplinary Committee shall conclude its inquiry within ene
hundred and eighty days of the receipt of the preliminary examination report
from the Director (Dismp}me)

(%) Upon inquiry, if the Disciplinary Committee finds that a member is

guilty of a professional or other misconduct mentioned in the Second Schedule -

or in bbth the First Schedule and the Second Schedule, it may pass an order
within thirty days of such a finding, after providing an opportunity of being
heard to the member, taking any one or more of the following actions, namely:—

(a) reprimand the member and record it in the Register of members; or

(6) remove the name of the member from the Register of members
permanently or for such period, as it may think fit; or

(c) impose such fine as it may think fit, which may extend to ten lakh
rupees.

%

(6) Where on the basis of evidence brought on record or during the course
ofan inquiry pertaining to a member, the Disciplinary Committee forms an opinion
that any such member, who is a partner or owner of a firm has been repeatedly
found guilty of misconduct mentioned in the Second Schedule or in both the
First Schedule and the Second Schedule, during the last five years, the I'ui!ovvmo
actions may also be taken dcaum such firm, namely:—
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() prohibit the firm from undertaking any activity or activities relating
to the profession of a cost accountant in practice for such period not
exceeding two years: or '

(b) suspend or cancel the registration of the firm and remove its

name from the Register of firms permanently or for such period as it may

think fit; or .

(¢) impose such fine as it may think fit, which may extend to fifty lakh
rupees. ' :

(7) Where a member or a firm fails to pay the. fine imposed under
sub-section (3) or sub-section (6) within the specified time, the Council shall
remove the name of such member or firm from the Register of members or Register
of firms, as the case may be, for such period, as it may think fit.

(8) The Présiding Officer and members of the Disciplinary Committee shall
‘be paid such allowances as may-be prescribed.”.

59. In section 21C of the principal Act, the Explanation shall be omitted.
! : ;
60. For section 21D of the principal Act, the following section shall be substituted, !
namely:— : o ' : '
“21D. All complaints or any inquiry pending before the Board of Discipline or

the Disciplinary Committee or any reference or appeal filed before the Appellate
Authority or a High Court prior to the commencement of the Chartered Accountants,
the Cost and Works Accountants and the Company Secretaries (Amendment) Act,
2021, shall continue to be governed by the provisions of this Act, as if this Act had not
been amended by the Chartered Accountants, the Cost and Works Accountants and
the Company Secretaries (Amendment) Act, 2021.",

© 61. For section 22 of the_ principal Act, the following section shall be substituted,

namely:—"

““22. For the purposes of this Act, the expression “professional or other
misconduct” shall be deemed to include any act or omission, on the part of any
member of the Institute either in his individual capacity or as partner or owner of a firm
as mentioned in any of the Schedules, but nothing in this section shall be construed to
limit or abridge in any way the power conferred or duty cast on the Director (Discipline)
under sub-section (/) of section 21 to inquire into the conduct of such member or firm,
under any other circumstances.”.

62. In section 22E of the principal Act,—

(i) in sub-section (J),—

(a) after the words Any member of the Institute”, the words “or a firm”
shall be inserted;

(b) for the words “imposing on him”, the words “imposing on such member
or firm” shall be substituted; '

(¢) for the words, brackets, figures and. letters “sub-section (3) of section

21A and sub-section (3) of section 21 B, may”, the words, brackets, figures and .

letters “sub-section (3) or sub-section (6) of section 21A or sub-section (5) or
sub-section (6) of section 21B, as the case may be, may" shall be substituted;

() for the words “communicated to him”, the words “communicated to
such member or firm” shall be substituted;

(if) in sub-section (2), for the words, brackets, figures and letters “sub-section (3)
of section 21 A and sub-section (3) of section 21B”, the words, brackets, figures and
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letters “sub-section. (3) or sub-section (6) of section 21A or sub-section (3) or
sub-section (6)-of section 21B, as the case may be.” shal] be substituted:

" (iii) after sub-section (2}. the following sub-section and Explanations shall be
inserted, namely:—

"(3) No order or act or proceeding of the Authority shall be called in
question in any manner, of the ground merely of any defect in the constitution
of, or a casual vacancy or absence of one or twa members, of the Authority.

Explanation |.—For the purposes of this Chapter,—-

(4) "member of the Institute” includes a person who was a member of the
[nstitute on the date of the alleged misconduct although he has ceased to be a
member of the Institute at the time of the inquiry;

(B) a “firm7 reczstered with the Institute shall also be held liable for
misconduct of a member who was its partner or owner on the date of the alleged
misconduct, although he has ceased to be such partner or owner, at the time af
the inquiry. .

Exp:’ananon 2.—No action taken under the prowslons of this Chapter
shall bar a Central Government Department or a State Government or any statutory
authority or regulatory body to take action against a member or a firm registered
with the [nstitute under any other law for the time being in force.’.

63. In section 24 of the principal Act,—

(a) for the words “one thousand rupees”, the words “onc lakh rupees’ shalI be
substituted;

(b) for the words “five thousand rupees”, the words “five lakh rupees” shall be
substituted.

64. In section 235 of the principal Act, in sub-section (2),—

(i) for thie words “be punishable on first conviction with fine which may extend
to one thousand rupees”, the words “be punishable with imprisonment which may
extend to six months or with fine which shall not be less than one lakh rupees but

which may extend to five lakh rupees or with both on first conviction” shall be
substituted; -

(if) for the words “six months, or with fine which may extend to five thousand

rupees”, the words “one year, or with fine which shall not be less than two laH1 rupees

but which may extend to ten lakh rupees” shall be substituted.
65. In section 26 of the principal Act, for sub-section (2), the following sub-sect;on

shall be substituted, namely:—

“If any company contravenes the provisions of sub- section (I), then every
director, manager, Secretary and any other officer who is knowi ngly a party to such
contravention shall be punished on first conviction with fine which shall not be less
than two lakh rupees but which may extend to ten lakh rupees, and on any subsequent
conviction, with fine which shall not be less than four lakh rupees but which may
extend to twenty lakh rupees.”,

66. In section 27 of the principal Act, in sub-section (2),—

(a) for the words “five thousand rupees”, the words “‘one lakh rupees™ shall be
substituted;

(b) for the words “‘one lakh rupees”, the wmds “five Iakh rupees” shall be
substituted;

(¢) for the words “ten thousand rupees”, the words “two lakh rupees” shall be
substituted:

(d) for the words “two lakh rupees”, the words “ten ‘lakh rupees” shall be .

substituted.

10

40

.

V—S1265 1




3R of [949,

0

20

[E=)
A

30

40

50

2

n

67. In section 298 of the principal Act. after clause (c), the following clause shall be

inserted. namely:-—

*(d) to forward cases of non-compliance with various statutory and regulatory
- requirements by the members of'the [nstitute or firms noticed by it during the course of
its review, to the Distiplinary Directorate forits examination.”.

68. For section 34 of the principal Act. the fo[lowing section shall be substituted,

namely:— :

“34. The Coordination Committee constituted unider section 9A ofthe Chartered
Accountants Act, 1949, shall be deemed to be the Coordination Committee for the
purposes of this Act.”.

69. In section 38 of the principal Act, in'sub-section (2), for the word “Register”, the

words “Register of members” shall be substituted.

70. In section 38A of the principal Act, in sub-section (2), for clauses (c) and (d), the

following clauses shall be substituted, namely:—

“(¢) the form and fee for filing an information or a complaint under sub-section (),
the manner of deciding a complaint or information as actionable or non-actionable
under sub-sectipn (2) and the procedure of investigation under sub-section (7), of
section 21; : i e

'(d)- the procedure while considering the cases by the Board of Discipline
under sub-section (2) and time limit for payment of fine under sub-section (7), of
set_:tion 21A;

 (da) the procedure while considering the cases by the Disciplinary Committee
under sub-section (2) and time limit for payment of fine under sub-section (7), of
section 21B;". :

- 71. In section 39 of the principal Act, in sub-section (2),—

(ij in clauses (b), (f) and (#), for the word “Register”, the words “Register of
members” shall be substituted;

(if) clause (k) and clause (f) shall be omitted:.

(iii) in clause (p), for the words “members of”, the words “members and firms
registered with” shall be substituted; .

() for clause (s), the following clauses shall be substituted, ﬁamely:-——

“(s) the circumstances under which certificates of practice may be cancelled
under sub-section (3), of section 6;

_ (sa) the guidelines for granting or refusal of certificates of practice under
clause (e) of sub-section (2), of section 15; -

(sb) the manner of appointment, powers, duties, functions, salaries, fees,
allowances arid other terms and conditions of service of, the Secretary and other
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officers and employees of, the Council under clause (c) of sub-section (2) of -

section 16;

(sc) the manner of preparing annual financial statement under sub-section (4)
and the annual accounlts under sub-section (3), of section 18;

(sd) the manner of maintaining a Register of the members.of the Institute
under sub-section (7). of section 19;

(se) the manner of making an application for grant of registration of a firm
and the terms and conditions of such registration under section 20A;

(s7) the manner of maintenance of Register of firms, and other particulars
including details of pendency of any actionable information or complaint or
imposition of any penalty against the firm under sub-section (/) and sub-section (2),

* and the manner in which the annual list of firms registered with the Institute shall
be published under sub-section (3), of section 20B;

(sg) the manner of making available status of actionable information and
complaints and orders passed under sub-section (9), of section 21:
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(s/) the manner of preparing pane!l of persons under clauses (a), () and
(¢ ) of sub-section (/) and the allowances payable to the Presiding Officers and
members of Boards of Discipline under sub-section (8), of section 21A:

(si) the manner of preparing panel of persons under clauses (a), (b) and
(c) of sub-section (/) and the allowances payable.to the Presiding Officers and
members of the Qiscip[inary Committees under sub-section (8), of section 21B;

(5/) the the salaries and allowances and conditions of service of officers
and other staff of the Authority under sub-section (2) of section 22D;

(sk) thé manner in which Regional Council may be constituted undm
sub-section (2) of section 23 and the functions thereof;”.

72. In the First Schedule to the principal Act, in the headlng, for the figures, brackets'

and letter “21(3), 21 A(3)", the figures, brackets and letters "2 1(6),21A (3)and (6),21B (5)
and (6)" shall be substituted.

73. In the Second Schedule to the principal Act,—

(#) in the heading, for the figures, brackets and Icner“21{3) 21]3 (3)7, the figures,
brackets and letter’ “2 1(6), 21B(5) and (6)" shall be substituted;

(if)in Part 1, m item (3), for the words “belief that he”, lhe words “belief that he
or his firm” shall be substituted.

_ CHAPTER IV
AMENDMENTS TO THE COMPANY SFCRFW&ES'A{:T 1980

74. In the Company Secretaries'Act, 1980 (hcreaﬂu in this Chapter referred to as the
principal Act), in section 2,— :

(a) in sub-section (/),— )
(/) after clause (aaa), the following clause shall be inserted, namely:—

*(ab) “Board of Discipline™ means the Board of Discipline constituted
under sub-section (/) of section 21A;7;

(i) in clause (b), for the words and figures “Companies Act, 19567, the
words, figures and brackets “the Companies Act, 2013 or any other previous

company law as defined in sub-section 67) of section 2 of the said Act” shall be
_substituted,;

(iir) after clause (d), the following ciauses shall be inscrtad., namely:—

‘(da) “Director (Discipline)” means the Director (Discipline) referred
to in section 21 and includes Joint Director (Discipline);

(db) “Disciplinary Committee™ means the Disciplinary Committee
constituted under sub-section (/) of section 21B;

_ (dc) *Disciplinary Directorate” means the Disciplinary Directorate
established under sub-section (/) of section 21:";

(#v) for clause (ga), the following clause shall be substituted, namely:—

‘(ga) “notification™ means a notification published in the Official
Gazette and the term “notity” shall be construed accordingly;’;

(v) for clause ()), the following clause shall be substituted, namely;—

(/) “Register” -means the Register of members of the Institute
maintained under section 19 or the Register of firms of the Institute
maintained under section 20B. as the case may be;’;

(vi) after clause (ja), the following clause shall be inserted, namely:—

‘(jaa) “Standing Committee”™ means the Standing Committee
constituted under sub-section (/) of section 17;;

(A) in sub-section (2), in clause (¢), Iin sub-clause (vi).-—

(4) the words, brackets and figures “the Capital Issues (Control)
Act, 1947 shall be omitted;
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(B) for the words and figures * ‘the | Monopolies and Restrictive Trade

54 al 196y PracticesAct 1969, the Foreign Exchange Regulation Act, 19737, the words”

46 of 1973.- and figures “the Securities and Exchange Board of India Act, 1992, the
.'13 :1[r :333 : Foreign Exchange Management Act, 1999. the Competition Act. 2002” shall
12 of 2003 s be subsmuted

75. In section 4 ofthe principal Act,—

(/) forthe word “Register” , wherever it occurs. tht,words“Remster of members”
shall be substituted:

(/1) in sub-section (/), in clause (¢), for the words “without India”, the words
1o “outside India” shall be substituted;

(iii) in sub-section (3),— _
(@) the words ", which shall not exceed rupees three thousand” shall be
omitted: -
(b) ﬂile previso shall be omitted.
15 76. In section 5 of the principal Act,-——

(7) for the word “Register”, wherever it occurs, the words “Register of members”
shall be substituted;

" (i) in sub-section (3). the words “whwh shaIl not exceed rupees five thousand,”
shall.be omitted;

20 (iif) the pmviso shall be omifted.
77. In section 6 of the principal Act, in sub-section (2),—-
(/) the words “which shall-not exceed rupees three thaus;nd," shall be omitted;
(if) tﬁe proviso shall be omiitted.

78. In section 8 of'the principal Act,—

23 (1) for the word**Register”, wherever it occurs, the words “Register of memibers”
shall be substituted; .
(i) in clause (¢), after the words “undischarged insolvent”, the words
“or undischarged bankrupt” shall be inserted;
(#ir) after clause (c), the following clause shall be inseﬁed, namely:— -
30° “(ca) is declared bankrupt, under the Insolvency and Bankruptcy
31 of 2016, Code, 2016;™; .
«(iv) in clause (e), for the words “wlthom Indsa , the words “outside India™ shall
be substituted.
79. In section 9 of the principal Act,—
is (/) in sub-section (2),—

(a) for the word “Register”, occurring at both the places, the words “Register
of members” shall be substituted:

(b) for the words “three years”, the words “four years” shall be substituted:

(¢) for the words “six years™. the words “eight years” shall be substituted:
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(/i) in sub-section (+).—-

(a) for the word ““person”, the words “member of the Institute or any partner
of a firm™ shall be substituted: '

(b) for the words “three years”. the words “four years" shall be substituted.
80. In section 12 of the principal Act,—
(/) in sub-section !{.-’), the proviso shall be omitted;
(if) after sub-section (2), the following sub-sections shall be inserted, namely:—
*(24) The President shall preside at the meetings of the Coung:il.

(2B) The President and the Vice-President shall exercise such powers and
perform such duties and functions as may be prescribed.

(2C) It shall be the duty of the President to ensure that the decisions taken _

by the Council are implemented. ™.

81. In section 13 of the principal Act, in sub-section (2), for the word “Register”, the
words “Register of members” shall be substituted.

82. In section 15 of the principal Act, in sub-section (2),—

(i) in clause (c), for the word “Register”, the-words “Register of members™ shall
be substituted; : '

(if) after clause (e), the following clause shall be inserted, namely:—
“(ea) the granting or refusal, of registration of a firm;”;
(iii) after clause (j), the following clauses shall be inserted, namely:—

“(ja) to issue guidelines for the purpose of carrying out the objects of this
Act; .

(/&) to conduct investor education and awareness programmes;

(jc) to enter into any memorandum or arrangement with the prior approval
of the Central Government, with any agency of any foreign country, for the
purpose of performing its functions under this Act;”,

83. In section 15A of the principal Act,—
(1) after clause (¢), the following clause shall be inserted, namely:—

“(ca) the maintenance and publication of a Register of firms;”;

(#i) in clause (e), for the words “Register and the restoration to the Register of

names”, the words “Register of members and firms and the restoration of names to the
Register of members and firms” shall be substituted. '

84. In section 16 of the principal Act,—
(/) for sub-section (1), the following sub-section shall be substituted, namely:—
" “(1) For the efficient performance of its duties, the Council shall appoint—

(a) a Secretary who will carry oul administrative functions of the
Institute, as its Chief Executive Officer;

(b) a Director (Discipline) and Joint Directors (Discipline) not below
the rank of Deputy Secretary of the Institute, to perform such functions as
are assigned to them under this Act and the rules and regulations framed
thereunder:
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Provided that no appointment or re-appointment or termination of
appointment of Director (Discipline) or Joint Director (Discipline) shall
have effect unless such appointment. re-appointment or termination of
appointment is made with the previous approval of the Central

-Government.™:

(i7) in sub-section (2), for clause (c), the foHowmo clause shall be substltuted
namely—

.“(¢) prescribe the manner 01'appointmenl, powers, duties and functions of
the Secretary and other officers and employvees, their salaries, fees, allowances
and other terms and conditions of service;”

85. In section ISI ofthe principal Act, for sub-section (5), the following sub-section

-shall be substituted, namely:--

() The annual accounts of the Council shall be prepaled in such manner as
may be prescribed and subject to audit by a firm of chartered accountants to be
appointed annually by the Council from the panel of audltors maintained by the
- Comptroller and Audltol -General of India;

Provided thata “firm shall not be eligible for éppnintment as an auditor under this *

sub-section, if any.of its partner is or has been a member ofthe Council during the last
four years

Provided further that, in the event it is brought to the notice of the Council that the
accounts of the Council do not represent a true and fair view of its finances, then, the
Council may itself cause a special audit to be conducted:

Provided also that, if such information, that the accounts of the Council do not
represent a true and fair view of its finances, is sent to the Council by the Central
Government, then, the Council may, wherever appropriate cause a special audit or take

such other action as it considers necessary and shall furnish an action taken report
thereon to the Central Government.”, J

86. In section 19 of the principal Act,—

. (/) for the word “Register”, wherever it occurs, the words “Register of members”

. shall be substituted:;

(ii) for sub-section (1), the following sub-section shall be substituted, namely:—

“(1) The Council shall maintain a Register of members of the Inst1tute in
such manner as may be prescribed.";

(fii) in sub-section (2), after clause (c), the followma clause shall be mserted
namely:.—

Amendment
ol scction 8.
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of section 19.

(ca) whether any actionable information or comphmt is pending or any

penalty has.been lmposed against him under Chapter V, including details thereof;
if any;”;

(iv) in sub-section (4),—

() the words *, which shall not exceed rupees five thousand™, shall be
omitted; ]

- (b) the proviso shall be omitted.

87. In section 20 of the principal Act,—-

(1) forthe word “Register”, wherever it occurs, the words * ‘Register of members”

shall be substituted;

Amendment
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(77) in sub-section (3).—

(a) the words *

. which shall not exceed rupees two thousand.”
omitted; ' '

(h) the proviso shall be omited.

88. After Chapm IV of the principal Act. the following Chapter shall be inseried.

namely:-—

“CHAPTER IVA
REGESTRNTEO.\; AND RF.G]S'E'ER OF FIRMS

20A. Every firm shall be registered with the Institute on an application made fo
the Council, by any partner or owner of a firm.’in such manner and subject to such
terms and conditions as may be prescribed:

"Provided that the Council may refuse to register a firm if the name of such firm is
identical or similar to the name of any other firm already registered or the name is in use

by any firm within or outside India or in the opinion of the Counml registration of the.

firm is undesirable.!

20B. (/) The Council shall maintain, in such manner as may be prescnbed a
Register of firms.

(2) The Register of firms shall include such particulars about the firm, including
details of pendency of any actionable information or complaint or imposition of any
penalty against it under Chapter V,.in such form and at such intervals, as may be
prescribed.

(3) The Council shall cause to be published in such manner as may be prescribed,
a list of firms registered with the Institute as on the Ist day of April of each year or at
any such interval as may be decided by the Council, and shall make available the list to
such persons, in such form and on payment of such amount as may be prescribed.

20C. The Council shall remove {rom the Register of firms the name of any
firm— '

(a) which is dissolved or liquidated; or
(b) from which a request has been received to that effect; or

(c) is declared insolvent or bankrupt under the Insolvency and Bankruptcy
Code, 2016 and remains undischarged: or

(d) which has been debarred from undertaking any activity or activities
relating to the profession of a company secretary in practice under any law for
the time being in force or by any competent court; or

(¢) in respect of which an order for removal has been passed under this
Act. ' '

20D. (/) Any firm aggrieved by the decision for refusal of registration may app]v
for review before the Council within one month from the date of such refusal.

(2) The Council may, afier considering the review application, conf‘rm or set
aside the decision so taken or pass such order as it may consider appropriate.”

89. For section 21 of the principal Act, the following section shall be substituted,

namely:—-

21, (/) The Council shall, by notification, establish a Disciplinary Directorate

shall be
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consisting of a Director (Discipline). at least two Joint Directors ( Discipling) not below
the rank of Deputy Secretary of the Institute and such other employees appointed
under section 16. for making investigations either suo motu, or on receipt of an
information or a complaint in such form, along with such fees as may be specified.

(2) Within thirty days of receipt of an information. or a complain, the Director
(Discipline) shall decide in such manner as may be specified. whether a complaint or
information is actionable or is liable to be closed as non-actionable:

Provided that the Director (Discipline) may call for additional information from
the complainant or the informant, as the case may be. by giving fifteen days time

before deciding whether the case is actionable or non-actionable: i

Provided further that the recommendations of the Director (Discipline) on
non-actionable complaint or information shall be submitted:to the Board of Discipline
within sixty days of its receipt and the Board of Discipline may, after looking into its
merits, refer such complaint or information to lhe Director (D:sc1p!me) for r.'oni:iuctmu
furthe: investigation. -

(3) While making investigation into a case which is found to be actionable, the
Director (Dlsc:iplme) shall give an opportunity to the member or the firm, as the case
may be, to submit a written statement within twenty-one days which may further be
extended by another twenty-one days, for reasons to.be recorded in writting.

-(4) Upon receipt. of the written statement under sub-section (3), if any, the
Director (Discipline) shall'send a copy thereof ta the complainant or the informant, as
the case may.be, and the complainant or the informant, shall within twenty-one days of
the receipt of such written statement, submit his r'ejoinder:

() Upori receipt of written statement under sub-section (3) and rejoinder under

 sub-section (), the Director (Discipline) shall submit a preliminary examination report

within thirty days, if a prima facie case is made out against a member or a firm, as the
case may be.

(6) In case a prima facie case is made out for any professional or other misconduct

~ mentioned in the First Schedule, the Director (Discipline) shall submit the preliminary

examination report to the Board of Discipline and where prima facie case is made out
for any professional or other misconduct mentioned in the Second Schedule or in both
the First Schedule and'the Second Schedule, he shall submit a preliminary examination
report to the Disciplinary Committee:

Provided that a complaint or information filed by any authorised officer of the
Central Government or a State Government or any statutory authority duly supported
by an investigation report or relevant extract of the investigation report along with
supporting evidence, shall be treated as preliminary examination report:

Provided further that where no prima facie case is made out against the member
or the firm, the Director (Discipline) shall submit such information or complaint with
relevant documents to the Board of Discipline and the Board of D1sc1p]me may, if it
agrees with the findings of the Director (Discipline), close the matter or in case of
disagreement, may itself proceed further or refer the matter to the Disciplinary Committee
or advise the Director (Discipline) to further investigate the matter.

(7) For the purpose of investigation under this Act, the Disciplinary Directorate
shall follow such procedure as may be specified.

(8) A complaint filed with the Disciplinary Directorate shall not be withdrawn
under any circumstances.
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(¥) The status of actionable information and complaints pending before the

Disciplinary Directorate. Boards of Discipline and Disciplinary Commitiees and the .

orders passed by the Boards of Discipline under section 21 A and by the Disciplinary
Commitiees under section 21 B shall be made available-in the public domain by the
Disciplinary Directorate in such manner as may be-prescribed.”,

90. For section 21 A of the principal Act, the following section shall be substituted,

"21A. (1) The Council shall, by notification. constitute one or more Boards of
Discipline, each consisting off—

(@) a person not being a member of the [nstitute, with experience in law and
having knowledge of disciplinary matters and. the profession, to be nominated
by the Central Government as its Presiding Officer, from out of a panel of persons
prepared and provided by the Council, in such manner as may be prescribed:;

(b) one member. who is a person of eminence having experience in the
ficld of law, economics, business, finance or accmintancy_ and not being a member
of the Institute, to be nominated by the Central Government from out of a panel
of persons prepared and provided by the Council, in such manner as may be
prescribed;

members of the Institute to be prepared by the Council, in such manner as may
be prescribed:;

(d) an officer of the Institute not below the fank of a Deputy Secretary
- shall function as the Secretary of the Board of Discipline: '

Provided that the Presiding Officer nominated under clause () and the

member nominated under clause (h) may be the same for different Boards of
Discipline constituted under this sub-section. :

(2) The Board of Discipline shall, while considering the cases placed before it,

follow such procedure including faceless proceedings and virtual hearings as may be’

specified.

(3) The Board of Diécipline shall, on receipt of preliminary examination report

from Director (Discipline), require the member or the firm, as the case may be, against -

whom such preliminary examination report has been filed, to submit a written statement

(¢) one member to be nominated by the Council from out of a panel of )

20

within twenty-one days which may further be extended by another twenty-one days,.

in exceptional circumstances, for reasons to be recorded in writing.

(#) The Board of Discipline shall conclude its inquiry within ninety days of the
receipt of preliminary examination report from the Director (Discipline).

(3) Upon inquiry, if the Board of Discipline finds that such member is guilty ofa
professional or other misconduct mentioned in the First Schedule, it may pass an order
within thirty days of such finding. after providing an opportunity of being heard to the
member, taking any one or more of the following actions, namely:—

(@) reprimand the member and record it in the Register of members;

(b) remove the name of the member or members from the Register of
members, up to a period of six months;

(¢) impose such fine as it may think fit which may extend to two lakh
rupees.

(6) where on the basis of evidence brought on record or during the course of an
inquiry pertaining to a member, the Board of Discipline is of the opinion that any such
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member who is a partner or‘owner of a firm, has been repeatedly found guilty of
misconduct under the First Schedule during the last five years, the following action
may also be taken against such firm, namely:—

(«) prohibijt the firm from undertaking any dctivity or activities relating to
the profession of a company secretary in practice for such period not exceeding
one year: or

(b) impose such fine as it may think fit, which may e}\tend to twenty-five

lakh rupees.

(7) Where a member fails to pay the fine imposed under sub-section (3) or

"+ sub-section (6) within such time as may be specified, the Council shall remove the

name of such member or firm from the Register of members or Register of firms, as the
_case may be, for such period as it may think fit. ;

(8) The Presiding Officer and members of the Board of Discipline shall be paid
such allowances as may_be prescribed.”.

91. For secuon 21B of the prmc;pal Act the following section shall be substituted,
namely:—-

“21B. (1) The Council shall, by notlf'catlon constitute one or more
Disciplinary Commmees each consisting of—

(@) a person, not being a member of the Institute, with experience in
the field of law and having knowledge of disciplinary matters and the
profession, to be nominated by the Central Government as its Presiding
Officer, from out of a panel of persons prepared and provided by -the
Council in such manner as may be prescribed;

. (b) two members, who are persons of eminence having experience in

‘the field of law, economics, business, finance or accountancy and not

being a member of the Institute, to be nominated by the Central Government

from out of a panel of persons prepared and provided by the Council in
such manner as may be prescribed;

(¢) two members to be nominated by the Council from out of a panel
of members of the Institute to be prepared by the Councﬂ in such manner
as may be prescnbed

Provided that the Presiding Officer nominated uﬁder clause (a) and the

members nominated under clause (b) may be the same for different Disciplinary
Committees constituted under this sub-section,

(2) The Disciplinary Committees shall. while considering the cases placed
before it, follow such procedure including faceless proceedings and virtual
hearings as may be specified.

(3) The Disciplinary Committee shall, on receipt of preliminary examination
report from Director (Discipline), require the member or the firm, as the case may
be, against whonvsuch pré’!iminaly examination report has been filed, to submit

- a written statement within twenty-one days which may further be extended by

another twenty-one days, in exceptional circumstances, for reasons to be recorded
in writing, ?

(4) The Disciplinary Committee shall conclude its inquiry within one
hundred and eighty days of receipt of the preliminary examination report from
the Director (Discipline).
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(3) Upon inquiry. if the Disciplinary Committee finds that a member is
euilty of a professional or other misconduct mentioned in the Second Schedule
or in both the First Schedule and the Second Schedule. it may pass an.order
within thirty. days of such a finding. after providing an opportunity of being
heard to the member, taking any one or more of the following actions. namely:—

(a) reprimand the member and record it in the Register of members:
or '

{(b) remove the name of the member from the Register of members
permanently or for such period, as it may think fit: or

(c.) impose such fine as it may think fit, which may extend to ten Iakh '

rupees.’

(6) Where on the basis of evidence brought on record or during the course
of'an inquiry pertaining to amember, the Disciplinary Committee forms an opinion
that any member, who is a partner or owner ofa firm, has been repeatedly found
guilty of misconduct mentioned in the Second Schedulc. ar in both the First
Schedule and thie Second Schedule during the last five years, the following

' actions may also be taken against such firm, namely:-—-

(a) prohibit the firm from undertaking any activity or activities relating
to the profession of 2 Company Secretary in practice for such period not
exceeding two years; or

(b) suspend or cancel the registration of the firm and remove its
name from the Register.of firms pcnna'le'nly or for such period as it may
think fit; or .

(c) impose such fine as it may think fit, which may extend to fifty lakh
rupees. \

(7) Where a member or a firm fails to pay the fine imposed under
sub-section (5) or sub-section (6) within such time as may be specified, the
. Council shall remove the name of such member or firm from the Register of
members or Register of firms, as the case may.be, for such period, as it may think
fit. :

(8) The Presiding Officer and members of the Disciplinary Committee shall
be paid such allowances as'may be prescribed.”.

92. In section 21C of the principal Act, the Explanation shall be omitted.

93. For sectmn 21D of the principal Act, the following section shall be substituted,
namely:—
i

“21D. AII complaints or any inquiry pending before the Board of Discipline or
the Disciplinary Committee or any reference or appeal filed before the Appellau.
Authority or a High Court prior to the commencement of the Charteied Accountants,
the Cost and Works Accountants and the Company Secretaries (Amendment)
Act, 2021, shall continue to be governed by the provisions of this Act, as if this Act
had not been amended by the Chartered Accountants, the Cost and Works Accountants
and the Company Secretaries (Amendment) Act, 2021.”.
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94. For section 22 of the pr mmpal Act the following section shall be substituted,

namely :-—

22. For the purposes of this Act, the expression “professional or other

misconduct” shall be deemed to include any act or omission, on the part of any
- member ofthe Institute either in his individual capacity or as partner or owner of a firm

as mentioned in any of the Schedules, but nothing in this section shall be construed to
limit or abridge in any way the power conferred or duty cast on the Director (Discipline)
under sub-section (/)of section 21 to inquire into the conduct of such member or f'rm
under any other circumstances.”’
95, In section 22E of the pr1nc1pa1 Act,—

(#) in sub-section (/),—

(a) after the words “Any member of the Institute™, the words “or-a firm”
shall be inserted;

(b) for the words “imposing on him”, the words “imposing on such member
or firm” shall be substituted; :

(c) for the™words, brackets, figures and letters “sub-section (3) of
section 21A and sub-section (3) of section.21B, may”, the words, brackets,

Substitution
of section 22,

Professional
or other
misconduct
defined.

Amendment
of section
22E,

figures and letters “sub-section (5) or sub-section (6) of section 21A or ;

sub-section (3) orsub-section (6) of section 71 B, as the case may be, may” shall
be substituted;

(d) for the words “communicated to him”, the words “communicated to
such member or firm™ shall be substituted;

(if) in sub-section (2), for the words, brackets, figures and letters “sub-section (3)
of section 21A and sub-section (3) of section 21 B”, the words, brackets, figures and
letters “‘sub-section (3) or sub-section (6) of section 21A or sub-section (5) or
sub-section (6) of section 21B,” shall be substituted;

(iii) after sub-section (2), the following sub-section and Exﬁ!anaﬁon& shall be
inserted, namely:— ;

‘(3) No order or act or proceeding of the Authority shall be called in

question in any manner, on the ground merely of any defect in the constitution
of, or a casual vacancy or absence of one or two members, of the Authority.

Explanation 1.—For the purposes of this Chapter,—

(4) “member of the Institute” includes a person'who was a member
of the Institute on the date of the alleged misconduct although he has
ceased to be a member of the Institute at the time of the inquiry;

(B) a “firm” registered with the Institute shall also be held liable for
misconduct of a member who was its partner or owner on the date of the
alleged misconduct, although he has ceased to be such partner or owner,
at the time of the inquiry.

Explanation 2.— No action taken under the provisions of this Chapter.

shall bar a Central Government Department or a State Governiment or any statutory
authority or regulatory body to take action against a member or a firm registered
with the [nstitute under any other law for the time being in force.”..

96. 1n section 24 of the principal Act,—

(a) for the words “one thousand rupees”, the words “one lakh rupees” shall be
substituted;

(b) for the words “five thousand rupees”, the words “five lakh rupees” shall be
substituted.

97. In section 25 of the principal Act, in sub-section (2),—

() for the words “be punishable on first conviction with fine which may extend

Amendment
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Amendment
of section 25.
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to one thousand rupees™, the words “be punishable with imprisonment which may
extend to six months or with fine which shall not beless than one lakh rupees but

which may extend to five lakh rupees or with both on first conviction™ shall be
substituted; '

(i) for the words “six monihs. or with fine which majf extend to five thousand

rupees”, the words “‘one year, or with fine which shall not be less than two lakh rupees .

but which may extend to ten lakh rupees” shall be substituted.

98. In section 26 of the principal Act, for sub-section (2), the-following sub-section
shall be substituted, namely;— ' !

*(2) If any company contravenes the provisions of sub-section ( /), then every
director, manager, secretary and any other officer who is knowingly a party to such
contravention shall be punished on first conviction with fine which shall not be less
than two lakh rupees but which may extend to ten lakh rupees, and on any subsequent
conviction with fine which shall not be less than four lakh rupees but which may
extend to twenty lakh rupees.”.

99. In section 27 of the principal Act, in sub-section (2),—

(a) for the words “five thousand rupees”, the words “one lakh rupees™ shall be
substituted; - :

(b) for the words “one lakh rupees”, the words “five lakh rupees™ shall be /

substituted;

(¢) for the words “ten thousand rupees™, the words “two lakh rupees™ shall be
substituted; T

(d) for the words “two lakh rupees”, the words “ten lakh rupees” shall be
substituted. '

100, In section 29B of the principal Act, after clause (), the following clause shall be
inserted, namely:—

. “(d) to forward cases of non-compliance with various statutory and regulatory
requirements by the members of the Institute or firms, noticed by it during the course-
of its review, to the Disciplinary Directorate for its examination.”.

101. For section 34 of the principal Act, the following section shall be substituted,

. namely:—

*“34. The Coordination Committee constituted under section 9A ofithe Chartered
Accountants Act, 1949, shall be deemed to be the Coordination Committee for the

purposes -of this Act.”.

102. In section 38 of the principal Act, in sub-section (2), for the word “Register”, the
words “Register of members™ shall be substituted. . '

103. [n section 38A of the principal Act, in sub-section (2, fOI.' clauses (¢) and (d). the

* following clauses shall be substituted, namely:— _ :

*“(¢) the form, manner and fee for filing an information or a complaint.under *
sub-section (/), the manner of deciding a complaint or information as actionable or
non-actionable under sub-section (2) and the procedure of investigation under
sub-section (7), of section 21

(¢) the procedure while considering the cases by the Boards of Discipline under
sub-section (2) and time limit for payment of fine under sub-section (7). of
section 21A: P '

(ea) the procedure while considering the cases by the Disciplinary Committees
under sub-section (2) and time-limit for payment of fine under sub-section (7), of
section 21B;".
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104. In section 39 of the principal Act, in sub-section (2),—

(/) for the word “Register”, at both places where it occurs. the words “Register

of members” shall be substituted:

(i) after clause (7), the following clauses shall be inserted, namely:—

“(fa) the circumstances under which certificates of practice may be
cancelled under sub-section (3) of section 6:

(fb) the powers, duties and furictions of the President and the Vice*President
of the Council under sub-section (2B) of section 12;™:

(iif) after clause (/), the following clause shall be inserted, namely:—

“(ha)guidelines for granting or refusal of certificates of practice under
clause () of sub-section (2) of section 15;;

(iv) after clause (), the following clause shall be inserted, namely:—

' '!“(ka) the manner of appointment, powers, duties, functions, salaries, fees,
allowances and other terms and conditions of service of the Secretary and other
officers and employees of the Council under clause (¢) of sub-section (2) of
séction 16:7; ’

(v) after clause (m), the following ¢lause shall be inserted, namely:—

“(ma) the maintenance of accounts under sub-section (3), the manner of

preparing annual financial statement under sub-section () and the manner of
preparing the annual accounts of the Council under sub-section (3), of
section 18;";

(vi) for clause (p), the following clauses shall be substituted, namely:—

“(p) the manner of making an application for grant of registration ofa firm
and the terms and conditions of such registration under section 20A;

(pa) the manner of maintenance of Register of firms, and other particulars
including details of pendency of any actionable information or complaint or
imposition of any penalty against the firm under sub-section (/) and
sub-section (2), and the manner in which the annual list of firms registered with
the Institute shall be published under sub-section (3), of section 20B;

- (pb) the manner of making available status of actionable information and
complaints and orders passed under sub-section (9) of section 21;

(pe) the manner of preparing panel of persons under clauses (a), (b)
and (¢) of sub-section (/) and the allowances payable to the Presiding Officers
and members of the.Boards of Discipline under sub-section (8), of sections 21 A;

(pd) the manner of preparing panel of persons under clauses (a), (b) and
(¢) of sub-section (/) and the allowances payable to the Presiding Officers and
members of the Disciplinary Committees under sub-section (8) of
section,21B; '

(pe) the salaries and allowances and conditions of service of officers and

~ staff of the Authority under sub-section (2) of section 22D;”.

Amendment
of section 39.
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105. In the First Schedule to the principal Act, in the headinyg, for the figures, Amendment
brackets and letter “21(3), 21 A(3)”, the figures, brackets and letters “21(6), 21A(S)and ©f First

(6). 21B (5) and (6)” shall be substituted. Schedule.
106. In the Second Schedule to the principal Act,— Amendment
of Second

(i) in the heading, for the figures, brackets and letter “21(3), 21B(3)”, the
figures, brackets and letter “21(6), 21B (3) and (6)" shall be substituted;

(i) in Part 1, in item (3), for the words “belief that he”, the words “belief that
he or his firm™ shall be substituted.

Schedule.



STATEMENT OF OBJIECTS AND REASONS

The Chartered Accountants Act. 1949. the Cost and Works Accountants Act. 1959 and
the Company Secretaries Act, 1980 (hereinafier referred to as the Acts), were enacted to make
provision for the regulation ofthe profession of the chartered accountants, cost accountants
and company secretaries, respectively. On account ofchanges in the economic and corporate
environment in-the country, it has become necessary lo amend the Acts. Further, recent

corporate events have put the profession of chartered dccoumancy under a considerable
scrutiny. :

. The amendments to the Acts are based on the recommendations of a High Level
Lmnmmee constituted by the Mmistry of Corporate Affairs, inrer alia, to examine the existing
provisions in the Acts and the rules and regulations made thereunder, for dealing with the
cases of misconduct in the three Professional Institutes, namely, the Institute of Chartered
Accountants.of India, thé Institute of Cost Accountants of India and the Institute of Company
Secretaries of India and with a'view to strengthening the ‘existing, mechanism and ensure
speedy disposal of the dlsc:iplmary cases.

3. The Chartered Accountants, the Cost and Works Accountants and the Company

Secretaries (Amendmcnl) Bill, 2021 proposes to further amend The Chartered Accountants -

Act, 1949, the Cost and Works Accountants Act, 1959 and the Company Secretari ies Act,
1980, inter alia, to—

(i) strengthen the disciplinary mechanism by augmenting the capacity of the
Disciplinary Directorate to deal with the complaints and information and providing
time-bound disposal of the cases by specifying the time limits for speedy disposal of
the cases against members. of the Institutes;

(i) addmss conflict of interest between the administrative and disciplinary arms

of the Institute:

(iii) provide for a separate chapter on registration of firms with the respective
Institutes and include firms under the purview oi the disciplinary mechanism;

(7¥) enhance accountability and transparency by providing for audit of accounts
of the Institutes by a firm of chartered accountants to be appointed annually by the
Council from the panel of auditors maintained by the Comptroller and Auditor-General
of India; .

(v) provide for autonomy to the Council of the respective Institutes to fix various
fees.

4. The Bill seeks to achieve ihe above objectives. ‘

| | ' NIRMALA SITHARAMAN.
New Depng

The | 1th December, 2021,

(P
(=)




Notes on Clauses
Charrered Accountants

Clause 2 of the Bill seeks to amend the long title'and preamble of the Chartered
Accountants Act, 1949 (the Act) b}, including the word "developmem“ therein.

Clause 3 of the Bill seeks to amt.nd section 2 of the Act to insert certain definitions
therein such as Board of Discipline, Coordination Committee, Companies Act, Director
(Discipline), Disciplinary Committee, Disciplinary Dir ectorate, fellow and Standing Committee -
and to modify the definitions of Council. notification and Register.

Cluuse 4 of the Bill seeks to amend section4 of the Act to substitute the word "Register"
with the words "Register of members" and to empower the Council 6f the Institute of Chartered
Accountants of India (the Institute) to decide fee required for entry of names in the Register
of members and to dispense with the condition of prior approval of‘CentraI Government to
‘determine such fees,

~ Clause 5 of the Bill seeks to amend section 5 of the Act to substitute the word "Register"
with words "Register of members", to empower the Council to decide fees required for entry
of names in the Register of members as a fellow and to dispense with the condition of prior
approval of Central Government to determine such fees.

Clause 6 of the Bill seeks to amend section 6 of the Act to empower the Council to
decide fee for grant of certificate of practice and to dispense with the condition.of pr IOF
_approval of Central Government to determine such fees.

Clause 7 of the Bill seeks to amend section 8 of the Act to substitute the word "Register"
with words "Register of members" and to include bankruptcy as a disqualification for member.

Cluause 8 of the Bill seeks to amend section 9 of the Act to substitute the word "Register"
with words "Register of members" and to increase the period of disqualification'of a member
from contesting the election to the Council.

Clause 9 of the Bill seeks to insert new section 9A to provide for a Coordination
Committee consisting of the President, Vice-President and the Secretary of the Council of
each of the Institutes of Chartered Accountants of India, the Cost Accountants.of India and
~ the Company Secretaries of India for the development and harmonisation of the professions
of Chartered Accountants; Cost Accountants and Company Secretaries, -

L.-’r.rme 10 of the Bill seeks to amend section 10 of the Act to Ilmll the consecutive
terms for Council mcmbers from three to two.

Clause 11 of the Bill seeks to amend section 12 of the Act to desrvnate the President of

the Institute as the Head of the Institute and to provide for the functions of the President and
the Vice-President of the Institute.

Clause 12 of the Bill seeks to amend section 13 of the Act to substitute the word
"Register" with the words "Register of members".

Clause 13 of the Bill seeks to amend section 14 of the Act to increase the term of the
Council from three years to four years.

Clause 14 of the Bill seeks to amend section 15 of the Act to provide for certain
additional functions of the Council.

Clause 15 of the Bill seeks to introduce new section 15B to provide [or the functions
of the Institute. :
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Clause 16 of the Bill seeks 10 amend section 16 of the Act to provide that the Secretary
shall be the Chief Executive Officer and to appoint Director (Discipline) and Joint Directors
(Discipline). of the Institute. It further empowers the Council to make regulations for the
manner of appointment, powers. duties and functions of the Secretary and other officers and
employees, their salaries, fees, allowances and other terms and conditions of service.

Clause 17 of the Bill seeks to amend section 18 of the Act to provide for audit of the
annual accounts of the Council by a firm of chartered accountants, to be appointed by

Council from the panel of auditors maintained by the Comptroller and Auditor-General of
" India.

Clause 18 of the Bill seeks to-amend section 19 of the Act to substitute the word .
"Register" with words "Register of members", to maintain a Register of members of the
Institute in accordance-with the regulations, to empower the Council to determine the fees
for registration of members and to dispense with the condition of pnor approval of Central
Government to determine such fees.

Clause 19 of the Bill seeks to amend section 20 of the Act (o substitute the word
"Register" with the words "Register of members", to empower the Council to determine the
fees for renewal of registration-of members and. to dispense with the condition of prior
approval of Central Government to determine such fees.

_ Clause 20 of the Bill seeks to insert a new Chapter I YA to provide for the registration
and register of firms and for the removal of names from the Register of firms and review
before the Council.

Clause 2| of the Bill seeks to substitute section 21 of the Act to modify the composition
of the Disciplinary Directorate by including at least two Joint Directors (Discipline) along
with a Director (Discipline), simplify the investigation by classifying complaints or information
into actionable and non-actionable within stipulated timeframe and to substitute the prima
facie opinion report with preliminary examination report, to prohibit the withdrawal of
complaints and to empower the Central Government to make rules for procedures to be
followed by Disciplinary Directorate.

Clause 22 of the Bill seeks to substitute section 21 A of the Act to empower the Central
Government to establish one or more Boards of Discipline, each comprising of a Presiding
Officer to be nominated by the Central Government and two members of whom one shall be
nominated by the Central Government and one member to be nominated by the Council. It
further seeks to fix a timeframe for completion of inquiry by Boards of Discipline, empower
the Central Government to make rules for procedures to be followed by the Boards of
Discipline, modify penalty provisions for misconduct by members of the Institute, provide
for inclusion of firms of chartered accountants under the purview of disciplinary mechanism
and to empower the Council to remove names from the Register on non-payment ofpenaltles
imposed under the Bill. '

Clause 23 of the Bill seeks to substuute section 21B of the Act to empower the Centtai
Government to establish one or more Dlsmplmary Committees, each comprising of a Presiding
Officer to be nominated by the Central Government and four members of which two shall be
noininated by the Central Government and two members to be nominated by the Council. |
further seeks to fix a timeframe for completion of inquiry by Disciplinary Committees and to
empox;ver the Central Government to make rules for procedures to be followed by it, modify
penalty provisions for misconduct by members of the Institute and to provide for inclusion
of firms of chartered accountants under the purview of disciplinary mechanism. [t also seeks
to empower the Council to remove names from the Register on non-payment of penalties
imposed under the Bill.

Clause 24 of the Bill seeks to amend section 21C of the Act to omit the Explanation of
‘member of the Institute.
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Clause 25 of the Bill seeks to substitute section 21D ofthe Act to make transitional
prowswns with respect to proposed amendment.

Clause 26 of the Bill seeks to substitute section 22 of the Act to modify the definition
of professional or other mlsconduct

Clause 27 ofthe Ehll seeks to amend section 22G of the,Act to make consequential
amendments for inclusion of firms of the chartered accountants under the purview of
disciplinary mechanism, define member and firm for the purpose of disciplinary actions and
to provide for scope of acnens against the members or firms registered with the Institute
under any other law.

Clause 28 of the Bill seeks to amend section 24 of the Act to enhance penalties for
falsely cl’ummo to be a member of'the Institute, etc:

C[az.*.s‘e 29 of the-Bill seeks to-amend section 24A ofthe Act to enhance penalties for
~ using name of the Council, awarding degree of chartered accountancy, etc.

Clause 30 of the Bill seeks to amend section 25 of the Actto enhance penalt1es for
prohibiting companies not to-engage in accountancy.

Clause 31 of the Bill seeks to amend section 26 of the Act fo enhance penaltxcs for +
signing of documents by unquallf’ed persons.

Clause 32 of the Bill seeks to amend section 28B to provide for additional functions for
Quality Review Board.

Clause 33 of t_he Bill seeks to amend section 29 of the Act to substitute the word
"Register" with words "Register of members".

Clause 34 of the Bill seeks to amend section 29A of the Act to empower Central
" Government to make rules.

Clause 35 of the Bill seeks to amend section 30 of the Act to empower the Council of
the Institute to make regulations.

Clause 36 of the Bill seeks to-amend the First Schedule of the Act. .
Clause 37 of the Bill seeks to amend the Second Schedule of the Act.
Cost and Works Accountants

Clause 38 of the Bill seeks to amend the long title and preamble of the Cost and Works
Accountants Act, 1959 (the Act) by including the word "development" therein and omlttmﬂ
the word "works" there from.

_ Clause 39 of the Bill seeks to amend section 1 of the Act to align the name of the Act
with the long title.

Clause 40 of the Bill seeks to amend section-2 of the Act to insert certain definitions

- therein such as Board of Discipline, Companies Act, Director (Discipline), Disciplinary

- Committee, Disciplinary Directorate, Standing Committee-and to modify the definitions of
fellow, notification and Register.

Clause 41 of the Bill seeks to amend heading of Chapter II of the Act to amend the
name of the Institute from the Institute of Cost and Works Accountants to Institute- of Cost
Accountants -

Clause 42 of the Bill seeks to amend section 4 of the Act to substitute the word
"Register" with the words "Register of members", empower the Council of the Insitute of
Cost Accountants of India (the Institute) to decide fee required for entry of names in the

Register of members and to dispense with the condition of prior approval of Central
Government.
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Clase 43 of the Bill secks 1o amend section 5 of the Act to substitute the word
"Register” with words "Register of members". to empower the Council to decide fees required
for entry of names in the Register of members as a fellow and to dispense with the condition
of prior approval of Central Governnent to determine such fees,

Clause 44 of the Bill seeks to amend section 6 of the Act 10 empower the Council to
decide fee for grant of certificate of practice and Lo dispense with the condition of prior
approval of Central Governinent to determine such fees. :

Clause 43 of the Bill seeks to amend section 8 of the Act to substitute the word

“"Register” with words "Register of members" and to include bankruptey as a disqualification
for member. '

Clause 46 of the Bill seeks to amend section 9 of the Act to substitute the word
"Register" with words "Register of members" and to increase the period of disqualification
of a member from contesting.the election to the Council. :

Clause 47 of the Bill seeks to amend section 12 of the Act to provide for the functions
of the President and the Vice-President of the Institute. :

Clause 48 of the Bill seeks to amend section 13 of the Act to substitute the word
"Register" with the words "Register of members". T

Clause 49 of the Bill seeks to amend section 15 of the Act 1o pravide for certain

additional functions of the Council.

Clause 50 of the Bill seeks to amend section 15A of the Act to provide for certain.

additional functions of the Institute.

Clause 31 of the Bill seeks to amend section 16 of the Act to provide that the Secretary
shall be the Chief Executive Officer and to appoint Director (Discipline) and Joint Directors
(Discipline), of the Institute. It further empowers the Council‘to make regulations for the
manner of appointment, powers, duties and functions of the Secretary and other officers and
employees, their salaries, fees, allowances and other terms and conditions of service. .

Clause 32 of the Bill seeks to amend section 18 of the Act to provide for audit of the

annual accounts of the Council by a firm of chartered accountants. to be appointed by

Council from-the panel of auditors maintained by the Comptroller and Auditor-General.of
India. ! : :

Cluuse 33 of the Bill seeks to amend section 19 of the Act to substitute the word
"Register" with words "Register of members", to maintain a Register of members of the
Institute in accordance with the regulations, to empower the Council to determine the fees
for registration of members and-to dispense with the condition of prior approval of Central
Government to determine such fees. :

Clause 34 of the Bill seeks to amend section 20 of the Act Lo substitute the word
“Register" with words "Register of members", to empower the Council to determine the fees
for renewal of registration of members and to dispense with the condition of prior approval

“of Central Government to determine such fees.

Clause 55 of the Bill secks to introduce new.chapter IVA to provide for the registration
and register of firms and for the removal of names from the Register of firms and review
before the Council.

Clause 56 of the Bill seeks to substitute section 21 of the Act to modify the composition
of the Disciplinary Directorate by including at least two Joint Directors (Discipline) along
with a Director (Discipline), simplify the investigation by classifying complaints or information
into actionable and non-actionable within stipulated timeframe and to substitute the prima

Jacie opinion report with preliminary examination report, to prohibit the withdrawal of _

complaints and to empower the Central Government 1o make rules for procedures to be
followed by Disciplinary Directorate. '

e

—
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Clause 37 of the Bill seeks (o substitute section 21 A of the Act to.empower the Central

-Government ta establish one or more Boards of Discipline; each-comprising of a Presiding-

Officer to be nominated by the Central Government and two members.of whom one shall.be..
nominated by the Central Government one member to be nominated by the Council. [t further

" seeks to fix a timeframe for; completion of inquiry by Boards of Discipline. empower the'

Central Government to make rules for procedures to be followed by the Boards ofDlsmp[me
modify penalty provisions for misconduct by members of the Institiite, prowde for inclusion
of firms of cost accountants under the purview of disciplinary méchanism and to empower
the Council to remove names from the Register on non- paym{.nt of penalties imposed under
the Bill. : ) : R -
Clause 58 of the Bill seeks (o substitute section 21 B of the Act to empower thé Central
Government to establish one or more Disciplinary Committees; each comprising of a Presiding
Officer to be nominated by the Central Governmentand four members.of which two shall be
nominated by the Central Government and two members to be nominated by the Couneil: [t
further seeks to fix a timeframe for completion of inquiry by Disciplinary Committees and to
empower the Central Government to make rules for procedures to be followed by it, modify
penalty provisions for miscomduct by members of the Institute and to pr ovide for inclusion

“of firms of cost accountants under the purview ofdrsmplmary mechanism. It also seeks to ~

empower the Council to remove names from the Register on non-payment of penalties imposed '

under the Bill.

Clause 59 of the Bill seeks to amend section 21C ofthe Act to omit the Explanation of
member ofthe Institute.

C{ame 60 of the Bill seeks to substitute section 2 I D of the-Act to make transmonal
piowsmns with respect to proposed amendment.

Clause 61 of the Bill seeks to substitute section 22 ofthe Act to modlﬁ/ the defnmcm
of professional or other misconduct.

Clause 62 of the Bill seeks to amend section 72E of the Act to maI\e consequential
amendments for inclusion of firms of the cost accountants under the purview of disciplinary
mechanism, define member and firm for the purpose of disciplinary actions and to provide for
scope of actions against the members or firms registered with the Instltute under any other
law. - i

Clause 63 of the Bill seeks to amend section 24 of the Act to enhance penalties for

falsely claiming to be a member of the Institute, efc.

Clause 64 of the Bill seeks to amend section 25 of the Act to enhance penaltles for
us”w name of the Council, awarding degree of cost accountancy, etc.

" Clause 65 of the Bill seeks to amend section 26 of the Act to enhance penalties for

" prohibiting companies not to éngage in cost accountancy.

s

Clause 66 of the Bill seeks to amend section 27 of the Act to enhance penalties for
signing of documents by unquaiiﬂcd persons.

Clause.67 of the Bill seeks to insert a new provision in the section 298 to provide for
additional functions for Quality Review Board.

Clause 68 of the Bill seeks to substitute section 34 of the At to provide that'the
Coordination Committee constituted under section 9A of the Chartered Accountants

~ Act, 1949 shall be deemed to be the Coordination Committee for the purposes of the Act,

Clause 69 of the Bill seeks to amend section 38 of the Act to substitute tht. W{)ld
"Remster with words "Register of members"

Clause 70 of the Bill seeks to amend section 38A of the Act to empower Central
Government to make rules.
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Clause 71 of the Bill seeks to amend section 39 of the Act to empower the Council of
the Institute to make regulations. '

Clause 72 of the Bill seeks to amend the First Schedule of the Act. _
Clause 73 of the Bill seeks to amend the Second Schedule of the Act.
Company Secretaries

Clause 74 of the Bill seeks to amend section 2 of the Company Secretaries Act, 1980
(the Act) to insert certain definitions therein such as Board of Discipline, Director (Discipline),
Disciplinary Committee, Disciplinary Directorate, and Standing Committee and to modify the
definitions of Companies Act, notification and Register. '

Clause 75 of the Bill seeks to amend section 4 of the Act to substitute the word.
"Register" with the words "Register of members" and to empower the Council of the Institute
of Company Secretaries of India (the Institute) to decide fee required for entry of names in
the Register of members and to dispense with the condition of prior approval of Central
Government to determine such fees. E / ' :

Clause 76 of the Bill seeks to amend section 5 of the Act to substitute the word
“Register" with words "Register of members”, to empower the Council to décide fees required
for entry of names in the Register of members as a fellow and to dispense with the condition
of prior approval of Central Government to determine such fees.

Clause 77 of the Bill seeks to amend section 6 of the Act to empower the Couricil to
decide fee for grant of certificate of practice and to dispense with the condition of prior
approval of Central Government to determine such fees.

Clause 78 of the Bill seeks to amend section ‘8 of the Act to substitute the word
"Register" with words "Register of members" and to include bankruptcy as a disqualification
for member. ' :

Clause 79 of the Bill seeks to amend section 9 of the Act to-substitute the word
"Register" with words "Register of members" and to increase the period of disqualification
of a member from contesting the election to the Council.

Clause 80 of the Bill seeks to amend section 12 of the Act to provide for the functions
of the President and the Vice-President of_thc Institute.,

Clause 81 of the Bill seeks to amend section 13 of the Act to substitute the word
"Register" with the words "Register of members". '

Clause 82 of the Bill seeks to amend section 15 of the Act to provide for certain
additional functions of the Council.

Clause 83 of the Bill seeks to,amend section 15A of the Act :to provide for certain
additional functions of the Institute. ' :

Clause 84 of the Bill seeks to amend section 16 ofthe Act to provide that the Secretary

“shall be the Chief Executive Officer and to appoint Director (Discipline) and-Joint Directors

.(Discipline), of the Institute. It further empowers the Council to make regulations for the

manner of appointment, powers, duties and functions of the Secretary and other officers and
employees, their salaries, fees, allowances and other terms and conditions of service.

Clause 85 of the Bill seeks to amend section 18 of the Act to provide for audit of the
annual accounts of the Council by a firm of chartered accountants, to be appointed by

Council from the panel of auditors maintained by the Comptroller and Auditor-General of
India. :

Clause 86 of the Bill seeks to amend section 19 of the Act to substitute the word
"Register" with words "Register 'of members", to maintain a Register of members of the
Institute in accordance with the regulations, to empower the Council to determine the fees
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for registration of’ |'ne'mbérsland to dispense with the condition of prior approval of Central
_Government Lo determine such fees. '

Clause 87 of the Bill seeks to amend section 20 of the Act to substitute the word
"Register" with words "Régister of members”. to empower the Council to determine the fees
for renewal of registration of members and to dispense with the condition of prior approval
of Central Government to determine such fees. - S

Clause 88 of the Bill seeks to insert a new Chapter VA to provide for the registration
and register of firms and for the removal of names from the Register of firms and review
" before the Council. ~ ; .-

Clause 89 of the Bill seeks to substitute section 21 of the Act to modify the composition
of the Discip[inary Directorate by including at least two Joint Directors (Discipline) along
with a Director (Discipline), simplify the investigation by classifying complaints or information
into actionable and non-actionable within stipulated timeframe and to substitute the prima
Jacie opinion report with preliminary examination report, to prohibit the withdrawal of
complaints and to empower the Central Government to- make tules for procedures to be
followed by Disciplinary Directorate. -

Clause 90 of the Bill seeks to substitute section 21 A of the Act-to empower.the Central
Government to establish one or more Boards of Discipline, each comprising of a Presiding
Officer and two members, of whom one shall be nominated by the Council and one member
to be nominated by the Central Government. It further seeks to fix a timeframe for completion
of inquiry by Boards of Discipline, empower the Central Government to make rules for
procedures to be followed by the Boards of Discipline, modify penalty provisions for
misconduct by members of the Institute, provide for inclusion of firms of company secretaries
under the purview of disciplinary mechanism and to empower the Council to remove names
from the Register on non-payment of penalties imposed under the Bill.

Clause 91 of the Bill seeks to amend section 21B of the Act to empower the Central
Government to establish one or more Disciplinary Committees, each comprising of a Presiding
Officer to be nominated by the Central Government and four members of which two shall be
nominated by the Central Government and two members to be nominated by the Council. It
further seeks to fix a timeframe for completion of inquiry by Disciplinary Committees and to
empower the Central Government to make rules for procedures to be followed by it, modify
penalty provisions for misconduct by.members of the Institute and to provide for inclusion
of firms of company secretaries under the purview of disciplinary mechanism. It also secks to

empower the Council to remove names from the Register on non-payment of penalties imposed
under the Bill. ) : ’

_ Clause 92 of the Bill seeks to amend section 21C of the Act to omit the Explanation of
member of the Institute.

Clause 93 of the Bill seeks to substitute section 21D of the Act to make transitional
provisions with respect to proposed amendment. '

Clause 94 of the Bill seeks to substitute section 22 of the Act to modify the definition
of professional or other misconduct. :

Clause 95 of the Bill seeks to amend section 22 of the Act to make consequential
-amendments for inclusion of firms of the company secretaries under the purview of disciplinary
mechanism, define member and firm for the purpose of disciplinary actions and to provide for

- scope of actions against the members or firms registered with the Institute under any other ..
law, N ’ ‘

Clause 96 of the Bill secks to amend section 24 of the Act to enhance penalties for
falsely claiming to be a member of the Institute, ete. - '

Clause 97 of the Bill seeks to amend section 25 of the Act to enhance penalties for
using name of the Council, awarding degree of company secretary. etc.
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Clause Y8 of the Bill seeks to amend section 26 of the Act to enhance penalties for.
prohibiting companies not (o engage [11 company secretaryship. o

Clause 99 of the Bill seeks to amf:nd section 27 of the Acl to enhance penalties for
signing of documents by unqualtf’nd persons,

Clause 100 of the Bill seeks to amend section 29B to provide for additional functions
for Quality Review Board. ¢

Clause 101 of the Bill seeks to amend section 34 of the Act to provide that the
Coordination Committee constituted under section 9A of the Chartered Accountants _
Act, 1949 shall be deemed to be the Coordination Committee for the purposes of the Act,

Clause 102 of the Bill seeks to amend section 38 of the Act to substitute the word
"Register" with words "Register of members".

Clause 103 of the Bill seeks to amend section 38A of the Act to empower Central
Government to make rules.

Clause 104 of the' Bill seeks to amend section 39 of the Actto erhpower the Council of

the Institute to make regulations,
. ; i

Clause 103 of the Bill seeks to amend the First Sclhedule of the'Act.

Clause 106 of the Bill seeks to amend the Second Schedule of the Act,




" FINANCIAL MEMORANDUM

The Bill does not involve any expenditure, recurring or non-recurring, from the
Consolidated Fund of India.

47



MEMORANDUM REGARDING DELEGATED LEGISLATION

Clause 34 of the Bill empowers the Central Government to make rules to provide for the
form and fee for filing an information or a complaint before the Disciplinary Directorate, the -
manner of decision of the complaint or information as actionable or non-actionable by the
Director (Discipline), procedure of investigation by the Disciplinary Directorate and procedure
while considering the cases by the Board of Discipline and the D Disciplinary Committee and
time limit for payment of fine imposed by such Boards or Committees.

2, Clause 35 of'the Bill empowers the Council of the Institute of Chartered Accountants
of India to make regulations for the qualifications of a member of the Institute, circumstances
under which certificates of practice may be cancelled, guidelines for granting or refusal of
certificates of practice, manner of appointment, powers, duties, functions, salaries, fees,
allowances and other terms and conditions of service of the Secretary and other officers and
employees of the Council, manner of preparing annual accounts of the Council, manner
of maintaining a Register of members of the Institute, manner in which annual list of members

registered with the Institute shall be published, manner of making an application for grant of
registration of a firm and the terms and conditions of such registration, manner of maintenance
of Register of firms, manner in which the-annual list of firins registered with the Institute shall
be published, allowances payable to the Presiding Officers and members of the Boards of
Discipline and Disciplinary Committees, manner of making ayailable status of actionable -
information and complaints and penalties imposed by the Boards of Discipline, the Disciplinary
Committees and the Appellate Authority, manner of preparing ¢ panel of persons for nomination
to such Boards and Committees,

3. Clause 70 of the Bill empowers the Central Government to make rules to provide for
the form and fee for nimﬂ an information or a complaint before the Desciplinary Directorate,
manner of deciding a complaint or information as actionable or non-actionable by Director
(Discipline), procedure of investigation by the Disciplinary Directorate, procedure while
considering the cases by the Boards of Discipline and the Disciplinary Committees and the
time limit for payment of fine imposed by such Boards or Committees.

4. Clause 71 of the Bill empowers the Council of the [nstitute of the Cost Accountants
of India to make regulations for prescribing the circumstances under which certificates of
practice may be cancelled, guidelines for granting or refusal of certificates of practice, manner-
of appointment, powers, duties, functions, salaries, fees, allowances and other terms and
conditions of service of the Secretary and other officers and employees of the Council,
manner of preparing the annual accounts of the Council, manner of maintaining a Register of
members of the Institute; manner of making an application for grant of registration of a firm
and the terms and conditions of such registration, manner of maintenance of Register of
firms, manner in which the annual list of firms registered with the Institute shall be published,
manner of making available status of actionable information and complaints and penalties
imposed by the Boards of Discipline, the Disciplinary Committees and the Appellate Authority,
manner of preparing panel of persons for nomination to the Boards of Discipline and
Disciplinary Committees and allowances payable to the Presiding Officers and members-of
such Boards and Committees.

5. Clause 103 of the Bill empowers the Central Government to make rules to provide for
the form and fee for filing an information or a complaint before the Discliplinary Directorate,
manner of decision of the complaint or information as actionable or non-actionable by the
Director (Discipline), procedure of investigation by the Disciplinary Directorate and procedure
while considering the cases and by the Boards of Discipline and the Disciplinary Committee -
and time limit for payment of fine imposed by such Boards or Committees.

4§
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Clause 104, of the Bill ‘empowers the Council.of the Institute of the Company

Seuetd: ies of India to make regulations for prescribing the circumstances under which

_certificates of practice may be cancelled. powers, duties and functions of the President and
the Vice-President of the Council, guidelines for granting or refusal of certificates of practice.
manner of appointment, powers, s duties, functions, salaries. fees, allowances and other terms

“ and conditions of service of the Secretary and other officers and employees of thie Council.
manner of preparing the annual accounts of the Council, manner of making an application for
grant of registration of a firm and the terms and conditions of such registration. manner of
maintenance of Register of firms, mannerin which the annual list of firms registered with the -
[nstitute shall be published, manner of making available status of actionable information and
complaints and penalties imposed by the Boards of Discipline. the Disciplinary Committees
and the Appellate Authority, the manner of preparing panel of persons for nomination to the
Boards of Discipline and Disciplinary Committees and the allowances payable to the Presiding:
Officers and members of such Boards and Committees.

7. The marters in respect of which rules and reculatmns may be made are matters of
procedure and administrative detail and it is not practicable to provide for them in the Bill
itself. The delegation of legistative powers is, therefore, of a normal character.
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ANNEXURE
EXTRACTS FROM Titl: CHARTLRED ACCOUNTA NTS AcT, 1949
(38 0r 1949)
AnAct 1o make provisic;n for the regulation of the profession of chartered accountants.

WHEREAS it is expedient to make provision for the regulation of the profession of
chartered accountants and for thal purpose to establish an Institute of Chartered
Accountants;

* # o * % "
2. (/) In this Act, unless-there is anything repugnant in the subject or context,—

* #* * K : #

(¢) “Council” means the Council of the Institute; '

* ! * ) * . % : *

(ea) “notification™ means a notification published in the Official Gazette;

#® " % v g

“Register” means the Register of members maintained under this Act:
i = =

# * * #

4. (1) Any of the following persons shall be entitled to have his name entered in the
Register, namely,— 7

"

* * » * . * £ *

(v) any person who has passed such other examination and completed such
-othertraining without India as is recognised by the Central- Government or the Council
as being equivalent to the examination and training prescribed for members of the
Institute: i '

Provided that in the case of any person who is not permanently residing in India,
“the Central Government or the Council, as the case may be, may impose such further
conditions as it may deem fit.

(vi) any person domiciled in India, who at the commencement of this Act is
studying for any foreign examination and is at the same time undergoing training,
whether within or without India, or, who, having passed such foreign examination, is at
theé commencement of this Act undergoing training, whether within or without India:

Provided that any such examination or training was recognised before the
commencement of this Act for the purpose of conferring the right to be registered as an

accountant under the Auditors® Certificates Rules, 1932, and pfovided further that

such person passes the examination or completes the training within five years after
the commencement of this Act.

* # ® ) K %

(3) Every person belonging to any of the classes mentioned in clauses (i), (ii7), (v), (v)
and (vi) of sub-section (/) shall have his name entered in the Register on application being,

- made anid granted in the prescribed manner and on payment of such fees, as may be determined,

by notification, by the Council, which shall not exceed rupees three thousand:

Provided that the Council may. with the prior approval of the Central Government,

50
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determine the fee exceeding rupees three thousand. which shall not in any case exceed
rupees six thousand. :

% * *® * J *

5{!}* * * * *

(3) A member. being an associate who has been in continuous practice in India for at

least five years, whether before or after the commencement of this Act, or whether partly

before and partly after the commencement of this Act, and a member who has been an
associate for a continuous period of not less than five years and who possesses such
qualifications as the Council may prescribe with a view to ensuring that he has experience
equivalent to the experience normally acquired as a result of continuous practice for a period
of five years as a chartered accountant shall, on payment of such fees, as may be determined,
by notification, by the Council, which shall not exceed rupees five thousand and on
application made and granted in the prescribed manner, be entered in the Register as a fellow
of the Institute and shall be entitled to use the letters F. C. A. after his name to indicate that

he is a fellow of the Ihstifute of Chartered Accountants:

Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees five thousand, which shall not in any case ‘exceed rupees
ten thousand.

6. (1) * u * ¥

(2) Every such member shall pay such annual fee for his certificate as may be determined,
by notification, by the Council, which shall not exceed rupees three thousand, and such fee

_shall be payable on or before the Ist day of April in each year:

Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees three thousand, which shall not in any case exceed
rupees six thousand.

E * * % %

8. Notwithstanding anything contained in section 4, a person shall not be entitled to
have his name entered in or borne on the Reolster if he—

* * * %* ! »

(iif) is an undischarged insolvent; or

* * * ) * 2 ) *

(v) has been convicted by a competent Court, whether within or without [ndia, of
an offence involving moral turpitude and punishable with transportation or
imprisonment or of an offence, not of a technical nature, committed by him in his
professional capacity unless in respect of the offence committed he has either been
granted a pardon or, on an application made by him in this behalf, the Central
Government has, by an order in writing, removed the disability; or

- # % * *
CHAPTER[1]
_COUNCIL OF THE [NSTITUTE

9. () ¢ + * *

*

(2) The Council shall be composed of the following persons, namely:—

(a) not more than thirty-two persons elected by the members of the Institute
from amongst the fellows of the Institute chosen in such manner and from such remonal
constituencies as may be specified:
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Certificate of
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Constitution
of the Council
of the
Institute.
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Provided that & fellow of the Institute. who has been found guilty of any
professional or olht.rmtswnduu and whose name is removed from the Register or has
been awarded penalty of fine. shall not he eligible to contest the election,—

(i) in case of misconduct hl[mu under the Fnsl Schedu]e of'this Act, Eor a
period of three vears:

(47) in case.of misconduct falling undm the Second Schedule of this Act,
for a period of six years, ;

from the completion of the period of removal ofname from the Register or payment of
fine. as the.case may be:

() not more than eight persons to be nommated in the specified manner, by the -
CLnrl al Government.

¥ g # L # * #

(#) No person who has been auditor of the Institute shall be eligible for election to the

Council under clause (a) ofsub -section (2), for a period of three years after he ceases to be

an auditor, |

* % - £ # *

12, (/) The Council at its first meeting shall elect two of its members to be respectively = ¢
the President and Vice-President thereof, and so often as the office of the President or the
Vice-President becomes vacant the Council shall choose another person to be the President”
or the Vice-President as the case may be:

Provided that on the first constitution of the Council a member of the Council nominated

‘in this behalf by the Central Government shall discharge the functions of the President, until

such time as a President is elected under the provisions of this sub-section.

(2) The President shall be the Chief Executive Authority of the Council.

# : ® # R *

(2) A member of the Council shall be deemed to have vacated his seat if he is declared
by the Council to have been absent without sufficient excuse from three consecutive meetings
of the Council, or he has been found guilty of any professional or other misconduct and
awarded pma[[y of fine, or if his name is, for any cause, removed from the Register under the
provisions of section 20.

* * % ' * *
14. (1) 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.

E * . # * *

15. (/) * * * o *

(2) In particular, and without prejudice to the generality of the foregoing powers, the
duties of the Council shall include-—

# s # * #
(£) the examination of candidaies for enrolment and the prescribing of fees
therefore;
(c) the regulation of the engagement and training of articled and audit assistants;
(¢} the prescribing of qualifications for entry in the Register:

# o * * #
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ted

(/) the granting or refusal of certiﬁcates of practice under this Act;

(2) the maintenance and publlcatmn ofa Ruustcr of persons qualified to practice
as chartered accountants:

(h) the levy and collection of fees from members, examinees and other persons;

(i) subject to the orders of the appropriate authorities under the Act, the removal
of names from the Register and the restoration to the Register of names which have
been removed;

(/) the maintenance of a library and publ ication of books and periodicals relating
to accountancy;

* ; % * *. *

r

16. (/) For the eff'cmnt performance of its duties, the Coum:1l shall—
(a) appomt a Secretary to perform such duties as may be prescribed,;

(b) appoint a Director (Discipline) to perform such functlons as are assigned to
" . him under this Act and the rules and regulations framed thereunder.

(2). The Council may also—

* = o * *
(¢) prescribe the salaries, fees, allowances of the officers and employees and

their terms and conditions of service;

* * _ * * - *
18.(1) * * ‘ * " "

. (3) The annual accounts of the Council shall be prepared in such manner as may be
prescribed and be subject to audit by a chartered accountant in practice to be appointed
annually by the Council:

Provided that no member of the Council or a person who has been a member of the
Council during the last four years or a person who is in partnership with such member shall
be eligible for appointment as an auditor under this sub-section:

+ Provided further that, in the event it is brought to the notice of the Council that the
accounts of the Council do not represent a true and fair view of its finances, then, the Council
may itself cause a special audit to be conducted:

Provided also that, if such information, that the accounts of the Council do not represent
a true and fair view of its finances, is sent to the Council by the Central Government, then, the
Council may, wherever appropriate cause a special audit or take such other action as it
considers necessary and shall furnish an action taken report on it to the Central Government.

* i ) - * , * ®
CHAPTERTV
REGISTER OF MEMBERS

- 19. (/) The council shall maintain in the prescribed manner a Register of the Members
of the Institute.

* * * * *
(+/) Every member of the Institute shall, on his name being entered in the Register, pay

such annual membership fee as may be determined, by notification, by the Council, which
shall not exceed rupees five thousand:
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Provided that the Council may with the prior approval of the Central Government,

determine the fee exceeding rupees fi l”w thousand, which shall not in any case exceed rupees
ten thousand.

‘J)t ) T * * , ¥

(3) If the name of any member has been removed from the Rcmster under clause (¢) of
sub-section (/), on receipt ofian application, his name may be entered again in the Register .
on payment of the arrears of annual fee and entrance {ee along with such additional fee, as

may be-determined. by nonncalmn by the Council which shall not exceed rupees two
thousand:

Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees two thousand, which shall not in any case exceed rupees
four thousand.

CHAPTER V
MisconobucT

21.(1) The Council shall, by notification, establish a Disczplmary Dlrectorate headed -
by an officer of the Institute designated as Director (Discipline) and such other employees
for making investigations in respect of any information or comp]amt received by it.

(2) On receipt of any information or complaint along with the prescribed fee, the

Director (Discipline) shall arrive at a prima facie opinion on the occurrence ofthe alleged
misconduct.

(3) Where the Director (Discipline) is of the opinion that a member is guilty of any
professional or other misconduct mentioned in the First Schedule, he shall place the matter

* before the Board of Discipline and where the Director (Discipline) is of the opinion that a

member is guilty of any professional or other misconduct mentioned in the Second Schedule
or in both the Schedules, he shall place the matter before the Disciplinary Committee.

(4) In order to make investigations under the provisions of this Act, the Disciplinary
Directorate shall follow such procedure as may be specified.

(35) Where a complainant withdraws the complaint, the Director (Discipline) shall place

. such withdrawal before the Board of Discipline or, as the case may be, the Disciplinary

Committee, and the said Board or Committee may, ifit is ofthe v1ew that the circumstances so
warrant, permit the withdrawal at any stage. :

21A. (1) The Council shall constitute a Board of Discipline consisting of—

(a) a person with experience in law and having knowl;dgé of disciplinary matters
and the profession, to be its presiding officer;

~ (b) two members one of whom shall be a member of the Council elected by the
Council-and the other member shall be nominated by the Central Government from
amongst the persons of eminence having experience in the field of law, economics,
business, finance or accountancy;

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

(2) The Board of Discipline shall follow summary disposal procedure in dealing with all -
cases before it.

. (3) Where the Board of Discipline is of the opinion that a member is guilty of a
professional or other misconduct méntioned in the First Schedule, it shall afford to the
member an opportunity of being heard before making any order against him and may thereafter
take any one or more of the following actions, namely:—

- (a) reprimand the member;
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(b) remove the name of the member from the Register up to a period of three
months:

_(c) impose such fine as it may think fit, which may extend to rupees one lakh.

(4) The Director (Discipline) shall submit before the Board of Discipline all information

and complaints where he is of the opinion that there is no prima facie case and the Board of

- Discipline may. if it agrees with the opinion of the Director (Discipline). close the matter or in
case of disagreement, may advise the Director (Discipline) to further investigate the iatter.

21B. (/) The Council shall constitute a Djsciplinary Committee consisting of the
President or the Vice-President of the Council as the Presiding Officer and two members to be
elected from amongst the members of the Council and two members to be nominated by the
Central Government from amongst the persons of eminence having experience in‘the field of
law, economics, businé‘;s finance or accountancy:

Provided that the Council may constitute more Dismplmary Committees as and when
it considers necessary !

(2y The Dtsmphmry Commlttee while consrdeimﬂ the cases placed before it shall
follow such procedure as may be-specified.

(3) Where the Disciplinary Committee is of the opinion that a member is guilty of a

professional or other misconduct mentioned in the Second Schedule or both the First Schedule |

and the Second Schedule, it shall afford to the member an opportunity of being heard before
making any order against him and may thereafter take any one or more. of the following
actions, namely:—

(a) reprirhand the member;

(b) remove the name of the member from the Register permanently or far such
period, as it thinks fit;

(¢) impose such fine as it may think fit, which may extend to rupees five lakhs.

(+/) The allowances payable to the members nominated by the Central Government
“ shall be such as may be specified. :

. 21C. For the purposes of an inquiry under the provisions of this Act, the Authority,
the Disciplinary Committee, Board of Discipline and the Director (Discipline) shall have the

5 ol 1908 same powers as are vested in a civil court under the Code of Civil Procedure, 1908, in respect
of the following matters, namely:—
. (@) summoning and enforcing the attendance of any person and examining him
on oath;
(b) the discovery and production of any document; and
(c) receiving evidence on affidavit.
Explanation.—For the purposes of sections 21,2 [ A, 21B, 21C and 22, “member of the
Institute” includes a person who was-a member of the Institute on the date of the alleged
misconduct although he has ceased to be a member of the Institute at the time of the i inquiry.
21D.All complaints pending before the Council or any inquiry initiated by the
Disciplinary Committee or any reference or appeal made to a High Court prior to the
9 of 2006. commencement of the Chartered Accountants (Amendment) Act, 2006, shall continue to be

governed by the provisions of this Act, as if this Act had not been amended by the Chartered
Accountants (Amendment) Act, 2006,

22. For the purposes of this Act, the expression “professional or other misconduct”
shall be deemed to include any act or omission provided in any of the Schedules. but nothing

.
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in this section shall be construed to limit or abridge in any way the power conferred or duty
cast on the Director (Discipline) under sub-section (/) of section 21 to mqu1re into the
conduct of any member of the Institute under 2 any other circumstances.

¥ * " # ™ ':(: ) *
Appeal to 22G. (/) Any member of the Institute aggrieved by any order of the Board of Discipline
Authority. or the Disciplinary Committee imposing on him any of the penalties referred to in sub-section (3)

of section 21 A and sub-section (3) of section 21B, may within ninety days from the date on
which the order is communicated to him, prefer an appeal to the Authority:

Provided that the Director (Discipline) may also appeal against the decision of the
Board of Discipline or the Disciplinary Committee to the Authority, if so authorised by the
Council, within ninety days:

!

Provided further that the Authority may entertain any such appeal after the expiry of
the said period of ninety days, if it is satisfied that there was sufficient cause for not filing the
appeal in time. :

(2) The Authority may, after calling for the records of any case, revise any order made
by the Board of Discipline or the Disciplinary Committee under sub-section (3) of
section 21A and sub-section (3) of section 21B and may—

(a) confirm, modlfy or set aside the order;

(6) impose any penalty or set aside, reduce, or enhance the penalty imposed by
the order;

(c) remit the case to the Board of Discipline or Disciplinary Committee for such
further enquiry as the Authority considers proper in the circumstances of the case; or

(d) pass such other order as the Authority thinks fit:

Provided that the Authority shall-give an opportunity of being heard to the partles
concerned before passing any order.

* * * * . *
~ CHAPTERVII
PENALTIES
Penalty for 24, Any person who,—
falsely
claiming to be (/) not being a member of the Institute,—

a member, clc. )
(a) represents that he is a member of the Institute; or

5 (b) uses the designation Chartered Accountant, or

(i) being a member of the Institute, but not having a certificate of practice,
represents that he is in practice or practices as a chartered accountants,

shall be punishable on first conviction with fine which may extend to one thousand rupees,
and on-any subsequent conviction with imprisonment which may extend to six months or
with fine which may extend to five thousand rupees, or with both.

Penalty for 24A. (1) * ¥ * * *
using name of .

the Council, (2) Any person contravening the.provisions of sub-section (/) shall, without prejudice
avarding to any other proceedings which may be taken against him, be punishable with fine which
:ﬁi:g:ip may extend on first conviction to one thousand rupees, and on any subsequent conviction

accountancy,  With imprisonment which may extend to six months, or, with fine which may extend to five
etc. thousand rupees, or with both.
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25. (1) * S ¢ * ¥

(2) If any company contravenes the provisions of sub-section (7), then, without

prejudice to any other proceedings which may be taken against the company, every director,’

manager, secretary and any other officer thereof who is knowingly a party to such
contravention shall be punishable with fine which may extend on first conviction to' one
thousand rupees, and on any subsequent conviction to five thousand Tupeeés.

26. (1) * £ # # e

(2) Any person who contravenes the provisions of sub-section (1) shall, without

‘prejudice to any other proceedings, which may be taken against him;, be punishable on first

conviction with a fine not less than five thousand rupees but which may extend to one lakh

* rupees, and in the event of a second or subsequent conviction with imprisonment for a term

which may extend to one vear or with fine not less than ten thousand rupees but which may
extend to two lakh rupees or with both.

) CHAPTER V1II
MISCELLANEQUS .‘ _
29. (1) * N . * B

(2) Subject to the provisions of sub-section (1), the Council may prescribe the

- conditions, if any, subject to which foreign qualifications relating to accountancy shall be

recognised for the purposes of entry in the Register.

29A. (1) * . * i’ .

(2) In particular, and without prejudice to the generality of the foregoing power, such,

rules may provide for all or any of the following matters, namely:—
# . ' # # ' ¥ #
(¢) the procedure of investigation under sub-section (4) of section 21;

(d) the procedure while considering the cases by the Disciplinary Conymittee
under sub-section (2). '

ES * £ i * - *
30. (1) * * ¥ # #

(2)In particular, and without prejudice to the generality of the foregoing power, such

. regulations may provide for all orany of the following matters:—

# it # : ¥ %

(b) the qualifications for the entry of the name of any person in the Register as a

member of the Institute;

" % % ’ # *
(e) the manner in which and the conditions subject to which applications for

entry in the Register may be made;

# ® £ * *

(h) the particulars to be entered in the Register;
* ' # * # e

(r) the terms of office, and the powers, duties and functions of the Secretary and
other officers and servants of the Council; and

# £ * Ed ¥
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‘THEFIRST SCHEDULE
[See sections 21(3), 21 A(3) and 22]
PARTI

Professional misconduct in relation to chartered accountants in practice

A chartered accountant in practice shall be deemed to be guilty of professional
misconduct, if he— .

]

* £ # #* E

(9) accepts an appointment as auditor of a company without first ascertammg from it
whether the requirements of section 225 of the Companies Act, 1956 in respect of such
appointment have been duly complied with;

THE SECOND SCHEDULE
[See sections 21(3), 21B(3) and 22]
PARTI _
Professional mr’scbnduct in relation to chartered accoumal}ﬂ‘s in ;oracrfce

A chartered accountant in practice shail be deemed to be crmlty of professional
misconduct, if he— :

* ’ # # % #

(3) permits his name or the name of his firm to be used in connection with an estimate -

of earnings contingent upon future transactions in a manner which may lead to the belief that
he vouches for the accuracy of the forecast;

* # : # ’ # *

EXTRACTS FROM THE COST AND WORKS A CCOUNTANTS ACT, 1959
(23 0r 1959)

An Act to meke prevision for the regulation of the profession of cost and works
accountants.

* *® S - # > #

CHAPTERI
PRELIMINARY

Short title, 1. (7) This Act may be called the Cost-and Works Accountants Act, 1959.

extent and P

commencement. ¥ ¥ L " ; X

Definitions 2. (1) In this Act, unless the context otherwise requires,—

and ;

interpretation.

#* #* ok w *
(c) “Council” means the Council of the Institute;

(d) “dissolved company” means the Institute of Cost and Works Accountants
registered under the Companies Act, 1956;

(&) “fellow” means a fellow of the Institute;
# e # I * ' # #
(fa) “notification” means a notification published in the Official Gazette;

* # # : * *
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] of 1956

1 of 1956,




59

(1) “Register” means the Register of members maintained under this Act;

# * f * * %

CHAPTERT

Tue INsTiTUTE OF CoST AND WORKS ACCOUNTANTS

# - # . #* %

4. (J) Any of the following persons shall be entitled to have his name entered in the
Register, namely:—

# C # . #* Ed

(iv) any person who has passed such other examination and completed such
other training without India as is recognised by the Central Government or the Council

as being equivalent to the examination and training prescribed for members of the

Institute:

Provided that in the case of any person who is not permainently residing in India,

the Central Government or the Council may impose such further conditions as it may

deem fit;

(v) any person domiciled in India, who at the commencement of this Act is
studying for any foreign examination and is at the same time undergoing training,
whether within or without Iridia, or, who, having passed such examinati on, is at such
commencement undergoing training whether within or without India:

Provided that such foreign examination and training are recognised by the Central

Government orthe Council in this behalf: '

.Provided further that the person passes the examination and completes his
training within five years from the commencement of this Act.
* # % * *
(3) Every person belonging to any of the classes mentioned in clauses (i), (i), ()
and (v) of sub-section (/) shall have his name entered in the Register on an application being

made and granted in the prescribed manner and on payment of such fees, as may be determined,
by notification, by the Council, which shall not exceed rupees three thousand:

Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees three thousand, which shall not in any case exceed
rupees six thousand, '

¥ * - & % &
5. (1) * % " y )

(4) A member, being an associate who has been in continuous practice in India for at

least five years, whether before or after the commencement of this Act, or whether partly .

before and partly after the commencement of this Act, and a member who has been an
associate for a continuous period of not less than five years and who possesses such
qualifications as the Council may prescribe with a view to ensuring that he has experience
equivalent to the experience normally acquired as a result of continuous practice for a period
of five years as a cost accountant shall, on payment of such fees, as may be determined, by
notification, by the Council, which shall not exceed rupees five thousand, and on application
made and granted in the prescribed manner, be entered in the Register as a fellow of the
Institute:

Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees five thousand, which shall not in any case exceed rupees
ten thousand. Co
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Explanation 1—For the purposes of this sub-section, a person shall be deemed to

have practiced in India for any period for which he has held a certificate of practice under
section 6, notwithstanding that he did not actually practice during that period.

Explanation 1.—In computing the continuous period during which a person has

‘been an associate of the Institute, there shall be included any continuous period during

which the person has been _,én asspciate of the dissolved company immediately before he
became an associate of the Institute.

# & # # #

6‘ ( }') * # ® & *
(2) Every such member shall make an application in such form, and pay such annual
fee, for his certificate as may be determined, by notification, by the Council, which shall not

exceed rupees three thousand and such fee shall be payable on or before the 15t day of April
in each year: :

Provided that the Councii may with the prior approval of the Central Government,

determine the fee exceeding rupees three thousand, which shall not in any case exceed -

rupees six thousand: - .

Provided further that if a member of the Institute, who was in practice immediately
before the commencement of this Act, has made within one month of such comimencement an
application for the grant of certificate of practice, he shall not be deemed to have contravened
the provisions of sub-section (/) by reason of his having practiced during the period between

such commencement and the disposal of the application;

* #® * * =y
8. Notwithstanding anything contained in section 4, a person shall not be entitled to
have his name entered in, or borne on, the Register if he—

# ® # * *

(#7) is an undischarged insolvent; or
# # Ea o # *
(v) has been convicted by a competent-court whether within or without India, of
an offence involving moral turpitude and punishable with imprisonment or of an offence,
not of a technical nature, committed by him in his professional capacity unless in
respect of the offence committed he has either been granted a pardon or, on an

application made by him in this behalf, the Central Government has, by an order in
writing removed the disability; or :

s _ # * * #
CHAPTERII
_ _ COU;\ICH, OF THE INSTIUTE
Rl ' . * *
(2) The Council shall be composed of the following persons, namely:—

(@) not more than fifteen persons elected by the members of the Institute, from
amongst the fellows of the Institute chosen in such manner and from such regional
constituencies as may be specified:

Provided ‘that a fellow of the Institute, who has been found guilty of any
professional or other misconduct, and whose name is removed from the Register or
has been awarded penalty of fine, shall not be eligible to contest the election,—
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(1) m case of misconduct falling under the First Schedule-of tﬁis Act, fora
period of three years; . '

(i) in case of misconduct falling under the Second Schedule of this Act,
fora period of six years,

- from the completion of the period of removal of name from the Register or payment of fine, as
the case may be; ’

(b) not more than five persons nominated in the specified manner by the Central
Government. :

* * * ® ) %

(4) No person who has been auditor 6fthe Institute shall be eligible for election to the

Council under clause () of sub-section (2) fora period of three years after he ceases to be an
auditor, i o®

* v W * % = #*

12. (]j The Council at its first meeting shall elect two of its members to be'respectively

the President and the Vice-President thereof, and so often as the office of the President or the.

Vice-Presj'dent beco_mes vacant, the Council shall choose a person to be the President or the
Vice-President, as the case may be: )

_ Provided that on the first constitution of the Council a member ofthe Council nominated
in this behalf by the Central Government shall discharge the functions of the President, until
such time as a President is elected under the provisions of this sub-section.

g " * * * *
13. (1) * * * B i
(2) A member of the Council shall be deemed to have vacated his seat if he is declared
by the Council to have been absent without sufficient excuse from three consecutive meetings

‘of the Council or he has been found guilty of any professional or other misconduct and

awarded penalty of fine, or ifhis name is, for any cause, removed from the Register under the

provisions of section 20. '
"% C ok * % ' *

15. () * . £ ‘ * E

- (2) In particular, and without prejudice to the generality of the foregoing powers, the -

duties of the Council shall include—
- ) . * % k3 *

(¢) the prescribing of qualifications for entry in the Register;

i T * L . @ *

(k) consideration of the recommendations of the Quality Review Board made
under clause (a) of section 29B, action taken thereon with a report to the Central
Government within a period of three months, and their inclusion in the annual report;
and '

* 3k * * i

15A. The functions of the Institute shall include— )

* * . ¥ * ; gz S
(e) subject to the orders of the appropriate authorities under this Act, the removal
of names from the Register and the restoration to the Register of names which have

- been removed;
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16. (1) For the efficient performance of its duties, the Council shall—

(a) appoint a Secretary of the Council to perform such duties as may be

prescribed;

- (b) appoint a Director (Discipline) to perform such functions as aésigned to him
under this Act and the rules and regulations framed thereunder;

(c) desigriate an officer of the Council or the Institute to carry out the
administrative functions of the Institute as its chief executive.

(2) The Council may also—

* #* * * *

* () prescribe the salaries, fees, allowances of the officers and employees of the
Council and the Institute and their terms and conditions of service;

* * * R *

18. (1) * o _ T

*(5) The annual accounts of the Council shall be prepared ifi such manner as may be

prescribed and be subject to audit by a chartered accountant in practice to be appointed
annually by the Council: Y

Provided that no member of the Council or a person who has been a member of the
Council during the last four years or a person who is in partnership with such member shall
be eligible for appointment as an auditor under this sub-section:

Provided further that, in the event it is brought to the notice of the Council that the
accounts of the Council do not represent a true and fair view of its finances, then, the Council
may itself cause a special audit to be conducted: ' ' '

Provided also that if such information, that the accounts of the Council do not represent

- atrueand fair view ofits finances, is sent to the Council by the Central Govemnment, then, the

Council may, wherever appropriate cause a special audit or take such other action as it
considers necessary and shall furnish an action taken report on it to the Central Government;

* #* * . * *

CHAPTERIV
REGISTER OF MEMBERS

19. (1) The Council shall maintain in the prescribed ﬁ:anner aRegister of the members
of the Institute.

(4) Every member of the Instim-te shall, on his name being entered in the Register, pay

. such annual membership fee as may be determined,. by notification, by the Council, which

shall not exceed rupees five thousand:

Provided that the Council may with the ‘prior zipproval-of the Central Government,
determine the fee exceeding rupees five thousand which shall not in any case exceed rupees
ten thousand. : '

20. (1) * o T . "

(3) If the name of any member has been removed from the Register under clause (c) of
sub-section (/), on receipt of an application, his name may be entered again in the Register
on payment of the arrears of annual fee and entrance fee along with such additional fee, as
may be determined, by notification, by the Council which shall not exceed rupees two
thousand:

P
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Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees two thousand which shall not in any case exceed rupees

four thousand.

CHAPTER V
MisconpucT

~21. (J) The Council shall, by notification, establish a Disciplinary Directorate headed
by an officer of the Institute designated as Director (Discipline) and such other employees
for making investigations in respect of any information or complaint received by it.

(2) On recelpt of any information or complaint along with the prescribed fee, the
Director (Discipline) shall arrive at a prima Jacie opinion on the occurrence of the allened
misconduct.

(3) Where the Director (Discipline) is of the opinioh that a member is guilty of any

- professional or other misconduct mentioned in the First Schedule, he shall place the matter

before the Board of Discipline and where the Director (Discipline) is of the opinion that a
member is guilty of any professional or other misconduct mentioned in the Second Schedule
or-in both the Schedules, he shall place the matter before the Dlsmp]mary Committee.

(4) In order to make investigations under the provisions of this Act, the Disciplinary
Directorate shall follow such procedure as may be specified.

(9) Where a complainant withdraws the complaint, the Director (Discipline) shall pIace
such withdrawal before the Board of Discipline or as the case may be, the Disciplinary

. Committee, and the said Board of Committee may, if it is of the view that the circumstances so

warrant, permit the withdrawal at any stage. :
21A. (1) The Council shall constitute a Board of Discipline consisting of—

(a) aperson with experience in law and having knowledge of disciplinary matters
and the profession, to be its presiding officer;

() two members one of whom shall be a member of the Council elected by the
Council and the other member shall be the person de51gnated under clause (c) of
sub-section () of section 16;

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

(2) The Board of D:smplme shall follow summary dlsposal procedure in dealmg with all

" the cases before it.

(3) Where the Board of Discipline is of the opmxon that a member is guilty of a
professmnal or other misconduct mentioned in the First Schedule, it shall afford to the
member an opportunity of being heard before making any order against him and may thereafter
take any one or more of the following actions, namely:—

(a) reprimand the member;

(b) remove the name of the member from the Register up to a.period.of three
months;

(c) impose such fine as it may think fit which may extend to rupees one lakh.

(4) The Director (Discipline) shall submit before the Board of Discipline all information
and complaints where he is of the opinion that there is no prima facie case and the Board of
Discipline may, if it agrees with the opinion of the Director (Discipline), close the matter or in
case of disagreement, may adwse the Director (Discipline) to further investigate the matter.

21B. (I) The Counczl shall constitute a Disciplinary Committee consisting of the

- President or the Vice-President of the Council as the Presiding Officer and two members to be

elected from amongst the members of the Council and two members to be nominated by the
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Central Government from amongst the persons of eminence having experience in the field of
law, economics, business, finance or accountancy: :

Provided that the Council may constitute more Disciplinary Committees as and when
it considers necessary. ’

'(2) The Disciplinary Committee while considering the cases placed before it, shall

follow such procedure as may be specified

(3) Where the Disciplinary Committee is of the opinion that a member is guilty of a

professional or other misconduct mentioned in the Second Schedule or both the First Schedule *

and the Second Schedule, it shall afford to the member an opportunity of being heard before

making any order against him and may thereafter take any one or more of the following -

actions, namely:—
(a) reprimand the member;

(&) remove the name of the member from the Register permanently or for such
period, as it thinks fit; )

(¢) impose such ﬁhe as it may think fit, which may extend to rupees five lakhs.

(4) The allowances payable to the members nominated by the Central Government
shall be such as may be specified.

21C. For the purposes of an inquiry under the provisions of this Act, the Authority, .
the Disciplinary Committee, Board of Discipline and the Director (Discipline) shall have the
same powers as are vested in a civil court under the Code of Civil Procedure, 1908, in respect

ofthe following matters, namely:—

(@) summoning and enforcing the attendance of any person and examining him
on oath; '

- (b) the discovery and production of any document; and

(¢) receiving evidence on affidavit.

Explanation—For the purposes of sections 21, 21A, 2 1B, 21Cand 22, “member ofthe
Institute” includes a person who was a member of the Institute on the date of the alleged
misconduct although he has ceased to be a member of the Institute at the time of the inquiry.

21D..All complaints pending before the Council or any inquiry initiated by the
Disciplinary Committee or any reference or appeal made to a High Court prior to the
commencement of the Cost and Works Accountants (Amendment) Act, 2006 shall continue
to be governed by the provisions of this Act, as if this Act had not been amended by the Cost
and Works Accountants (Amendment) Act, 2006.

22. For the purposes of this Act, the expression “professional or other misconduct”
shall be deemed to include any act or omission provided in‘any of the Schedules but nothing
in this section shall be construed to limit or abridge in any way the power conferred or duty
cast on the Director (Discipline) under sub-section (/) of section 21 to inquire into the-
conduct of any member of the Institute under any other circumstances.

* * ¥ T *

5 of 1908.

7 of 2006,

22E. (1) Any member of the Institute aggrieved by any order of the Board of Discipline -

or the Disciplinary Committee imposing on him any of the penalties referred to in sub-section (3)
of section 21 A and sub-section (3) of section 21B, may within ninety days fromthe date on
which the order is communicated to him, prefer an appeal to the Authority:

Provided that the Director (Discipline) may also appeal against the decision of the
Board of Discipline or the Disciplinary Committee to the Authority if so authorised by the
Council, within ninety days: '

e
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Provided further that the A'U_thorim may entertain any such appeal.after the expiry of

the said period of ninety days, if it is satisfied that there was sufficient cause for not filing the
appeal in time. '
* b * * * *
CHAPTER VI
PENALTI:ES
24. Any person Wh;J,—
(7) not being a member of the Institute—
(a) Iz'cpréscnts that he is a member of the Institute; or
(b) uses the designation cost accountant; or

(i) be_ihg a member of the Institute; but not having a certificate of practice,
represents that he is in practice or practices as a cost accountant;

shall be punishable on first conviction with fine which may extend to one thousand rupees,
and on any subsequent conviction with imprisonment which may extend to six months, or
with fine which may extend to five thousand rupees, or with both.

25. U)* e * v * *

(2) Any person contravening the provisions.of sub-section (7) shall, without prejudice
to any other proceedings which may be taken against him, be punishable on first conviction
with fine which may extend to one thousand rupees, and on any subsequent conviction with
imprisonment which may extend to six months, or with fine which may extend to five thousand
rupees, or with both. '

* % - % * *
26. (1) * ¢ ¢ ¥ .

(2) Any contravention of the provisions of sub-section (1) shall be punishable on first
* conviction with fine which may extend to one thousand rupees, and on any subsequent
conviction to five thousand rupees. : '

27. (1)* 2 * : ' k at * I

(2) Any person who contravenes the provisions of sub-section (1) shall, without
prejudice to any other proceedings which may be taken against him, be punishable on first
conviction with a fine not less than five thousand rupees but which may extend to one-lakh

- Tupees, and in the event of a second or subsequent conviction with imprisonment for a term
which may extend to one year or with a fine not less than ten‘thousand rupees but which may
extend to two lakh rupees or with both, :

34, (1) Where an order is made under this Act reprimanding a member a record of the
punishment shall be entered against his name in the Register.

(2) Where the name of any member‘is‘ removed, the certificate of practice granted to
him under this Act shall be recalled and cancelled.

* * * * *

38.° (1) * * N - ' i

(2) Subject to the provisions of sub-section (1), the Council may prescribe the’
conditions, if any, subject to which foreign qualifications relating to cost accountancy shall

be recognised for the purposes of entry in the Register.
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Power of 38A. (1) * * .k # "
Central . T L ' ) . :
Government (2) In particular, and without prejudice to the generality of the foregoing powers, such

to make rules.  rules may provide for all or any of the following matters, namely:—
* % * % *
(¢) the procedure of investigation under sub-section () of section 21;

(d) the procedure while considering the cases by the Disciplinary Committee
under sub-section (2) and fixation of allowances of the nominated members under
sub-section (4) of section 21B; _ ' '

* * ' * * *
Power to 39, (J.r) * * 2 * : * *
* make
regulations.

(2) In particular, and without prejudice to the generality of the foregoing power, such
regulations may provide for all or any of the following matters, namely:—

* s f * Ed : * *

(6) the qualifications for the entry of the name of any person in the Register asa
member of the Institute; -

* * . * * 7 *

(/) the manner in which and the conditions subject to which applications for -
entry in the Register may be made;

*® * * * *

(#) the particulars to be entered in the Register;

* * * * *

(p) the manner in which the annual list of members of the Institute shall be
published; '

* * * * *

(s) the terms of office, and the powers, dutics and functions of the Secretary and A

other employees of the Council; _
* : * % * *
THEFIRST SC}HEDULE _
[See sections 21(3), 21A(3) and 22]
* * - * *
THESECOND SCHEDULE
[See sections 21(3), 21B(3) and 22]
' PARTI, ‘
Professional misconduct in relation to cost accountants in practice

A cost accountant in practice shall be deemed to be guilty of professional misconduct,
ifhe— - :

* ; : * . * * *
(3) permits his name or the name of his firm to be used in connection with an estimate .

of cost or earnings contingent upon future. transactions in a manner which may lead to the
belief that he vouches for the accuracy of the forecast;

* * * * *
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EXTRACTS FROM THE COMPANY SECRETARES ACT, 1980 *

(560F1980)
. * £ _ * *
2. (1) In this Act, unless the context otherwise requires,—
i : * ' o *
I of 1956, (0) “Companies Act” means the Companies Act, 1956;
* # g & i 4

(ga) “notification” means a notification published in the Official Gazette;

* R & i &

(/) “Register” means the Register of members of the Institute maintained under
this Act; ‘ P

i ¥ T - Cox %

(2) Save as otherwise provided in this Act, a member of the Institute shall be deemed

. “to be in practice” when, individually or in partnership with one or more members of the

Institute in practice or in partnership with members of such other recognised professions as
may be prescribed, he, in consideration of remuneration received or to be received,—

() offers to perform or performs such services as may be performed by—
* * * *

*

(vi) an adviser to a company on management, including any legal or

29 of 1947. procedural matter falling under the Capital Issues (Control) Act, 1947, the
65 of 1951, Industries (Development and Regulation) Act, 1951, the Companies Act, 1956,
1 of 1956. - the Securities Contracts (Regulation) Act, 1956, any of the rules or bye-laws -
42 of 1956, = - made by-a recognised stock exchange, the Monopolies and Restrictive Trade
54 of 1969, Practices Act, 1969, the Foreign Exchange Regulation Act, 1973, or under any
46 of 1973. other law for the time being in force,

o ** * * *

4. (1) Any of the following persons shall be entitled to have his name entered in the

Register, namely:—

(e) any person who has passed such other examination and completed such
other training without India as is recognised by the Central Government or the Council

as being equivalent to-the examination and training prescribed under this Act for
membership.of the Institute: '

Provided that in the case of any person belonging to any of the classes mentioned in
this sub-section who is not permanently residing in India, the Central Government or the

Council may impose such further conditions as it may deem to be necessary or expedient in
the public interest.

oo . * % * *

(3) Every person belonging to any of the classes mentioned in clauses (¢), (d) and (¢)
of sub-section (/) shall have his name entered in the Register on application being made and
granted in the prescribed manner and on payment of such fees, as may be determined, by
notification, by the Council, which shall not exceed rupees three thousand:
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Provided that the Council may with the prior approval of the Central Government,

determine the fee exceeding rupees three thousand, which shall not in any case exceed
rupees six thousand. ' '

C o L I # * *
5. 0C1) * * . ¥ * *
(3) A person, being an Associate who has been in continuous practice in India as a

Company Secretary for at least five years and a person who has been an Associate for a
continuous period of not less than five years and who possesses such qualifications or

-practical experience as the Council may prescribe with a view to. ensuring that he has

experience equivalent to the experience normally acquired as a result of continuous practice
for a period of five years as a Company Secretary shall, on payment of such fees, as may be
determined, by notification, by the Council, which shall not exceed rupees five thousand,
and on application made and granted in the prescribed manner, be entered in the Register as

_aFellow:

Provided that the Council may with the prior approv'al of the Central Government,

determine the fee exceeding rupees five thousand, which shall not in any case exceed rupees
ten thousand. '

Explanation 1—For the ﬁu.(poses of this sub-sec-tion, a person shall be deemed to
have practised in India for any period for which he has held a certificate of practice under
section 6, notwithstanding that he did not actually practise during that period.

Explanation 11.—In computing the continuous period during which a person has
been an Associate of the Institute, there shall be included any continuous period during
which the person has been an Associate of the dissolved company immediately before he

‘became an Associate of the Institute.

* ® * * o
6. (1) * * * -* *

(2) A member who desires to be entitled to practise shall make an application in such'
form and pay such annual fee, for his certificdte as may be determined, by notification, by the
Council, which shall not-exceed rupees three thousand, and sich fee shall be payable on or .
before the 1st day of April in each year: ' <

v

Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees three thousand, which shall not in any case exceed
rupees six thousand. : '

* * ] # : * . %
8. Notwithstanding anything contained in section 4, a person shall not be entitled to
have his name entered in, or borhe on, the Register if he—

* * * * *

(¢).is an undercharged insolvent; or

* * * * ’ *

(e) has been convicted by a competent court, whether within or without India, of
an offence involving moral turpitude and punishable with imprisonment or of an offence,
not of a teéchnical nature, committed by him in his professional capacity unless in
respect of the offence committed he has either been granted a pardon or, on an
application made by him in this behalf, the Central Government has, by an order in
writing, removed the disability; or

* * E #* . * *
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CHAPTERIN

CouNCIL OF THE INSTITUTE
9, (1) * _ % 3 E * ’ *
- (2) The Council shall be composed of the following persons, namely:~—

~ (a) not more than fifteen persons elected by the members of the Insfitute, from
amongst the Fellows of the Institute chosen in such manner and from such regional
constituencies as may be specified:

Provided that a Fellow of the Institute, who has been found guilty of any

professional or other misconduct and whose name is removed from the Register or has
been awarded penalty of fine, shall not be eligible to contest the election,—

(7) in case of misconduct falling under the First Schedule of this Act, fora

period of three years;

(i1) in case of misconduct fallmg under the Second Schedule of this Act,
for a period of six years,

from the completion of the period of removal of name from the REU]StGI' or payment of fine, as
the case may be;

(b) not more than five persons nommated in the spemﬁed manner by the Central
Government. :

% ' * % % *

(4) No person who has been auditor of the Institute shall be eligible for election to the

“Council under clause (@) of sub-section (2) for a period of three years after he ceases to be an

auditor.
1 * % ; @ *
12. () The Council at its first meeting shall elect two of its members to be respectively
the President and the Vice-President thereof, and so often as the office of the President or the

Vice-President falls vacant, the Council shall choose a person to be the President orthe Vice-
President, as the case may be: -

Provided that the President of the Council of the dissolved company shall continue to
hold such office after the commencement of this Act, until such time as a President is elected
under the provisions of this sub-section.

% 5 * L o® ¥
13. (1) * ® i Tk #

(2) A member of the Council shall be deemed to have vacated his seat if he is declared

by the Council to have been absent without sufficient excuse from three consecutive meetings

of the Council or he has been found guilty of any professional or other misconduct and

awarded penalty of fine, or of any of the Committees which has been constituted by the

Council and of which he is 2 member or if his name is, for any cause, removed from the
Register under the provisions of section 20.

15. (1) * i i * * %

(2) In particular, and without prejudice to the generality of the foregoing powers, the
duties of the Council shall include—

* i ‘ # # ¥ . %

(c) the prescribing of qualifications for entry in the Register;
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* # . &
15A. The functions of the Institute shall include—

* * * #* #

(e) subject to the orders of the appropriate authorities under this Act, the removal
of names from the Register and the restoration to the Register of names which have
been removed;

# ® . ®
16. (/) For the efficient performance of its duties, the Council shall—

(@) appoint a Secretary of the Council to perform such duties as may be
prescribed; '

(b) appoint a Director (Discipline) to perform such functions as assigned to him
under this Act and the rules and regulations framed thereunder;

(c) designate an officer of the Council or the Institute to carry out the
administrative functions of the Institute as its chief executive.
(2) The Council ma)!f also— .
# #* ® : s

®

(¢) prescribe-the salaries, fees, allowances of the officers and employees of the
Council and the Institute and their terms and conditions of service;

i ' * : * £ . #
18.(1')*- oK ¥ '.=¢ &

(5) The annual accounts of the Council shall be prepared in such manner as may be

prescribed and be subject to audit by a Chartered Accountant-in practice to be appointed

annually by the Council:

Provided that nio member of the Council or a person who has been a member of the
Council during the last four years or a person who is in partnership with such member shall
be eligible for appointment as an auditor under this sub-section:

Provided further that, in the event it-is brought to the notice of the Council that the
accounts of the Council do not represent a true and fair view of its finances, then, the Couneil
may itself cause a special audit to be conducted:

Provided also that if such information, that the accounts of the Council do not represent

atrue and fair view of its finances, is sent to the Council by the Central Government, then, the
Council may, wherever appropriate cause a special audit or take such other action as it
considers necessary and shall furnish an action taken report on it to the Central Government.

e » * ® # -

CHAPTERIV
REGISTER OF MEMBERS

19. (7) The Council shall maintain in the prescribed manner a Register of the members
of the Institute. ’ :

# * * #* .o%

(4) Every member of the Institute shall, on his name being entered in the Register, pay
such annual membership fee as may be determined, by notification, by the Council, which
shall not exceed rupees five thousand:

Provided that the Council may with the prior approval of the Central Government,

* i ;i:-
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determine the fee exceedin g rupees five thousand which shall not in any case exceed rupees
ten thousand.

20. (1) * * *_' L%

.~ (3)Ifthe name of any member has been removed from the Register under clause (c) of
sub-section (J), on receipt of an application, his name may be entered again in the Register
on payment of the arrears of annual fee and entrance fee along with such additional fee, as
may be determined, by notification, by the Coun cil, which shall not exceed rupees two
thousand:

Provided that the Council may with the prior approval of the Central Government,
determine the fee exceeding rupees two thousand, which shall not in any case exceed rupees
four thousand.

CHAPTERV
MiscoNpuct

21. (1) The Council shall, by notification, establish a-Discip'linary Directorate headed

" by an officer of the Institute designated as Director (Discipline) and such other employees

for making investigations in respect of any information‘or complaint received by it.

" (2) On receipt of any information or complaint along with the prescribed fee, the
Director (Discipline) shall arrive at a prima facie opinion on the occurrence of the alleged
misconduct. .

(3) Where the Director (Discipline) is of the opinion that a member is guilty of any

_professional or other misconduct mentioned in the First Schedule, he shall place the matter

before the Board of Discipline and where the Director (Discipline) is of the opinion that a
member is guilty of any professional or other miscondiict mentioned in the Second Schedule
or in both the Schedules, he shall place the matter before the Disciplinary Committee.

(4) In order to make investigations under the provisions of this Act, the Disciplinary
Directorate shall follow such procedure as may be specified.

(3) Where a.complainant withdraws the complaint, the Director (Discipline) shall place
such withdrawal before the Board of Discipline or as the case may be, the Disciplinary
Committee, and the said Board or Committee may, ifit is of the view that the circumstances so
warrant, permit the withdrawal at any stage,

21A. (7) The Council shall constitute 2 Board of Discipline consisting of—

(@) a person with experience in law and having knowledge of the disciplinary
matters and the profession, to be its presiding officer;

(b) two members one of whom shall be a member of the Council elected by the
Council and the other member shall be the person designated under clause () of
sub-section (/) of section 16;

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

(2) The Board of Discipline shall follow summary disposal procedure in dealing with all
the cases before it.

(3) Where the Board of Discipline is of the opinion that a member is guilty of a
professional or other-misconduct mentioned in the First Schedule, it shal] afford to the
member an opportunity of being heard before makin gany order against him and may thereafter
take any one or more of the following actions, namely:—

(@) reprimand the member;

(b) remove the name of the member from the Register up to a period of three
months;

(c) impose such fine as it may think fit which may extend to rupees one lakh.
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(4) The Director (Discipline) shall submit before the Board of Discipline all information
and complaints where he is of the opinion that there is no prima facie case and the Board of

Discipline may, if it agrees with the opinion of the Director (Discipline), close the matter or in -

case of disagreement, may adwse the Director (Dlsmplme) to further investigate the matter,

21B. (J) The Council shall constitute a Disciplinary Commitiee consisting, of the .

President or the Vice-President of the Council as the Presiding Officer and two members to be
elected from amongst the members of the Council and two members to be nominated by the
Central Government from amongst the persons of eminence having experience in the field of
law, economics, business, finance or accountancy: -

Provided that the Council may constitute more D15c1p1mary Committees as and when
it considers necessary.

(2) The Disciplinary Committee, while considering the cases piaced before it, shall
tollow such procedure as may be specified.

(3) Where thé Disciplinary Committee is of the opinion that a member is guilty of a
professional or other misconduct mentioned in the Second Schedule or both the First Schedule
and the Second Schedule, it shall afford to the member an opportunity of being heard before

making any order against him ancl may thereafter take any one or more of the following
actions, namely:—

(a) rcprimand the member;

(&) remove the name of the member from the ch;ster permanently or for such
period, as it thinks fit;

(c) impose such fine as it may think fit, which may extend to rupees five lakhs.

* # & 7 * 5

21C. For the purposes of an inquiry under the provisions of this Act, the Authority,
the Disciplinary Committee, Board of Discipline and the Director (Discipline) shall have the
same powers as are vested in a civil court under the Code of Civil Procedure, 1908, inrespect
of the following matters, namely:— '

(@) summoning and enforcmg the attendance of any person and examining him
on oath;

(b) the discovery and production of any document; and
(c) receiving evidence on affidavit.

Explanation.—f‘or the purposes of sections 2 1,21A,21B,21C and 22, “member of the
Institute” includes a person who was a member of the Institute on the date of the alleged
misconduct although he has ceased to be a member of the Institute at the time of the inquiry.

21D. All complaints pending before the Council or any inquiry initiated by the
Disciplinary Committee or any reference or appeal made to a High Court prior to the
commencement of the Company Secretaries (Amendment) Act, 2006 shall continue to be
govérned by the provisions of this Act, as if this Act had not been amended by the Company
Secretaries (Amendment) Act, 2006. ’

* i * * ' * *
22. For the purposes of this Act, the expression “professional or other misconduct”

shall be deemed to include any act or omission provided in any of the Schedules, but nothing
in this section shall be construed to limit or abridge in any way the power conferred or duty

cast on the Director (Discipline) under sub-section (/). of section 21 to inquire into the

conduct of any member of the Institute under any other circumstances.

5 of 1908,

§ of 2006.
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22E. (1) Any member of the Institute aggrieved by any order ofthe Board of Discipline
0rthe Diseiplinary Committes imposing on him any of the penalties referred to in sub-section (3)
of section 21A and sub-section (3) of section 21B, may: within ninety days from the dat@ on
which the order is communicated to him, prefer an appeal to the Authority:

Prowded that the Director {_Dlsmphne) may also appeal against the decision of the
Board of Discipline or the Disciplinary Committee to the Authority if so authorised by the

" Council, within ninety days:

Provided further that the Authority may entertain any such appeal after the expiry of
the said period of ninety days, ifit is satisfied that there was sufficient cause for not filing the
appeal in time.

(2) The Authority may, after calling for the records of any case, revise any order made

by the Board of Discipline or the Disciplinary Committee under sub-section (3) of

section 21A and sub- sectmn (3) of section 21B and may—

(a) confirm,modify or set aside the order;

the order;

(c) remit the case to the Board ofDrsmpime or Disciplinary Committee for such
further enquiry as the Authority considers proper m the circumstances of the case; or

(d) pass such other order-as the Authority thinks fit:

Proviced that the Authority shall give an opportunity of being heard to the parties
concerned before passing any order.

CHAPTER\_/']] ;
PENALTIES
24. Subject to the provisions of section 7, any person who,—
(a) not bei:ﬂg a member of the Institute,—
(?) represents that he is a member of the Institute; or
(71) uses the designation “Company Secretary"; or
(7ii) uses the letters “A.C.S.” or “F.C.S.” after his name; or

(b) being a member of the Institute, but not having a certificate of practice,
represents that he is in practice or practises as a Company Secretary,

shall be punishable on first conviction with fine which may extend to one thousand rupees,
and on any subsequent conviction with imprisonment which may extend to six months, or
with fine which may extend to five thousand rupees, or with both.

25. (1) * # # * %

(2) Any person contravening the provisions of sub-section (7) shall, without prejudice
to any other proceedings which may be taken against him, be punishable on first conviction
with fine which may extend to one thousand rupees, and on any subsequent conviction with

imprisonment which may extend to six months, or wrth fine which may extend to five thousand
rupees, or with both.

(b) impose any penalty or set aside, reduce, or enhance the penalty imposed by
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26. (1) * * * P *

(2) Any company contravening the provisions of sub-section (/) shall be punishable
on first conviction with fine which may extend to one thousand rupees, and on any subsequent
conviction with fine which may extend to five thousand rupees.

27.5(F) * # i B # .
(2) Any person who contravenes the provisions of sub-section (/) shall, without
prejudice to any other proceedings which may be taken against him, be punishable on first
conviction with a fine not less than five thousand rupees but which may extend to one lakh
rupees, and in the event of a second or subsequent conviction with imprisonment for a term

which may extend to one year or with a fine not less than ten thousand rupees but which may
extend to two lakh rupees or with both.

* * %7 %
CHAPTER X
! | MESCLLLANEOUS : : i

34. (J) Where an order is made under th'a. Act reprimanding a membel arecord of the
punishment shall be entered against his name in the Registcr,

(2) Where the name of any member is removed, the certificate of pl actice granted to

‘him undel this Act shall be recalled and cancellcd

# * * * ‘ : -*
38, U) # ¥ _ Ee * . *

(2) Subject to the provisions of sub-section'(/), the Council may prescribe the
conditions, if any, subject to which foreign qualifications relating to Company Secretaryship
shall be recognised for the purposes of entry in the Register.

38A. (1) * s % % ‘

.

(2) In particular, and without prejudice to the gererality of the foregoing powers, such
rules may provide for all or any of the following matters, namely:—

* _ * * * e

(¢) the procedure of investigation under sub-section () of section 21;

(d) the procedure while considering the cases by the Disciplinary Committee
under sub-section (2) and fixation of allowances of the nominated members under
sub-section (4) of section 21B;

39. (I) * _ * ' * # d &

(2) In particular and without prejudice to the generality of the foregoing power, such
regulations may provide for all or any of the following matters, namely:—

# * # : % P

(») the manner in which the annual list of members of the Institute may be published

under sub-section (3) of section 19;

® * " # # *
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THEFIRST SCHEDULE
[See sections 21(3), 21A(3) Iand 22] -
. * # . % #
:  THESECOND SCHEDULE
|See sections 21(3), 21B(3) and 22
 PARTI i
Professional misconduct in relation 10 company s;ecre!arres in practrce

A Company Secxct'-lry in practice shall be deemed to be rruﬂtv of professional
misconduct, if he—

* * * i #* #

(3) permits his name or the name of his firm to be used in connection with any report
or statement contingent upon future transactions in a manner whmh may lead to the belief
that he vouches for the accuracy of the forecast;

# # & . * %
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further to amend the Chartered Accountants Act, 1949, the Cost and Works Accountants
Act, 1959 and the Company Secretaries Act, 1980.

(Smt. Nirmala Sitharaman, Minister of Finance and Corporate Affairs)

MG [PMRND—1587L5(53)—14-12-2021.
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