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CHAPTER 12 AUDIT UNDER FISCAL LAWS
QNO=52%.000 CNO—CAP.040

PART A - INCOME TAX AUDIT Conditional Increase in to limit of 44AB Clause(a)
INCLUSION/ EXCLUSION FROM TURNOVER

/xuditguruin

[ ICrore to 10 Crore ] #Amendment
. : ) ) ) Before [ Advance Received ]-> X
Why TAX Audit? Receipts (Capital+Revenue & Banking Channel) _, | =€
: . X 100 = 45% or more Billing X
: Total Receipts (All, not just sales) [ Advance Forfeited ]—> v
is 3CD N J
Correct . & N »W T T 1
Assesee  —> TR —> IT0 —> Solution Payments (Capital+Revenue & Banking Channel)
(P6BP Income) ‘l’ Total Pagments(All not just parchase) X 100 = 95% or more Trade Discount Reimbursement IDT
BOA/FST L v ) MOLJUsE P Y, (on Invoice) of Expenses 1 .. X
Correct )  Tax Audit (No Profit)
%, J X Corctaie
60'17 State@ent
Y log, of Particulars Examination & BUSINESS V/S PROFESSION
(soP) Reporting on || After
Form 3¢D FST / 3¢D | Profession |=| Oceupation |+ Purely intellectual skill | Billing ¥ L 5 t
44 Clauses (s0) _ Insurance Claim |
( Not a activity of Producing/Selling/Commodities J i ! i i
- Stoc Fixed Assets Stoc Fixed Assets
[y p— - mw
[ "Company can perform ]-I: { i 1 i
v X v X
[ Clinic J-' [ Profession N Post Sales
SEC 44 AB- APPLICABILITY OF TAX AUDIT 4 ¥ 4

Only own patients [ Profession J

[ Cash Assistance ]  Forex Differences | [ Sale of Import License ]

[ Nursing Home ]-[:%

]
J—}
J—}
J

: : ‘ Other patients also [ Business J ! 1 l
-»[ Business TO >| Crore [Big Business] j [ Medical Shop ]» [ Business v v v
> Prof. Receipts > S0 Lakhs [Big Professionals] } CNO—TAXAUD.040 —[ Commission ]-»[ Only commission not overall sales ]-» v
TAX AUDIT APPLICABILITY U/S X
| \ : ‘ / _.| : - [Hire purchase ]-»[ All Money Receivable ]-» Cld+
44 88 (Now 44BBB (Foreign I these assessee 44AB Multiple Business installment |~
Business Covered oo ot Company in don't want to follow [
> under 64 AE  |= in Mineral 0il | | Construction of |=| presumptive tax [ ASSESSEE having multiple Business ] SiFFerent _[ Advertising Agency ]_[
(small Transporter) . Power Turnkey audit will get . Bullc Purchase Total Sales
Exploration) Projects ) applicable r L ) Buiseness 2 Resale | Value -V
J
[ Non Resident Assessee ] [ Resident Assessee } h
. ) D Shortecut -
4 wndividual specified Declaring If they don't want ‘ ‘ co H ;'ILiS Individual . only .
SEC HUF ’ f omal income to follow [ Combined turnover of all businesses ] [ Combined turnover of all businesses ] Goxx) Tickets/Hotels Commission
~ 44ADA | rtner;h/‘p - Pr 32 eSSfO:m S = lessthan =  presumptive [ 1 —| Travel Agent '[
eceipts S0 ; i ( 2 - D Package, no break-u
(small prof.) (Except LLP) e e %. of l?aSIS tax qua’lt -) Turnover ‘from.busmess of (2) Turmover from business related to 9 e P, Total Value |»
_ Receipts will be apphcable/ operating Ships/ircrafts u/s small transporter ufs 44AE (only iF provide
44B/44BBA (Mandatary to Goex) PR Yy )
Follovs presumptive Basis presumptive Basis is opted under
/ Sec QQAD Dec’ay[y’g If the donyt want to l 0 Opf Taxagan) J see ‘i‘iAE) _[ Speculative BUSiVPeSS ]-’[ igiz”t’:zinp?l’ﬁ;ﬁzsj 3;7) ] - ‘/
(small Business) T.0. Not income follovyo vesumptive | (o ) / o\ (xxx) g g
| Individual, HUE,  |— >2 = Jess than |= 4 P .P . If actual (=) Turnover from business related [ Balance Turnover } -’X
) basis tax audit will ) X o el @) aedli i .
Par‘tnershlp Crores 87 /6? . ncome is 0 mineral oll exploration proauction ( ) I — leed Assets
(Except LLP) 1o, 52 appieaste below basic etc ufs 44BB (only if presumptive ® J N . N P&L le |=X
g P of T.0. . Basis is opted under sec 44BB) If assessee is Individual In case of other @ e
! 7_Xe‘fnpi;0” ~ = / HUF / Partnership assessee =X
If actual Mco‘fne is m;n:z/:litaue:'it ( (=) Turover from business related ) \ excluding LLP J\__Ceg. compang ete) L Other —
below basic to civil construction etc related to 1 i incomes | | PLL on sale | =X
exemption limit 2‘40’”' keg power P ;oJec)tBu/f ‘{"BBth (xxx) ( 02 Doallerae Tnmaar (6 (1 it erosses prescribed )
g niy | resumptive £asis 1S opte PP
then no tax audit on deyr Sef ; QBBZ ) P within 2 crore then limit of I crore / 10 crore — [ Rent/Interest/Dividend (unless it is Business) ]-*X
- " J assessee has option to as the case may be tax
Secton 444D not applicable to Commission/Brokerage/Agency Business (3 ] o) follow sec 444D or get || audit will get applicable ) — [ Profit share from Partnership where tax is paid by firm ]-»X
"If benefit of Sec 44 AD is taken then continue on presumption basis for Balahce ‘Tumover L audit done )
next S AY. If not taken (Shifted to actual) no benefit for S A.Y. after default R G e s ) @) D GEE o 3 Pl Ty G e e CA Ravi Taori
(No benefit under 4AD) case may be tox audit will get applicable 2 crore then Audit is Mandatory. CAVishal Bhattad's
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NOTE:- For Assessees involved in profession

1) If professional receipts exceeds S0 Lacs Then Tax Audit will get applicable

Auditguruin

2) If professional receipts are below S0 lacs Then individual/HUF [Partnership
s7 (Excluding LLP) will have option to follow presumptive basis taxation or get audit done




SECTION 233
| qualification |- ca+ cop (as per ca act) |
"[ Individual } -*[*Ina'ividual Himself}
HUF |=|*"Members
e PHVE] )
| rerasg 0P~ ramterd
Sequence)
= “Authors' N If HUF then all
Founders members

= Trust --T “Substantial Contributors J

(Exceeding 50,000)

-v[ “Trustee/Managers ]

-’[ Partnership J-b[ *Partners J

= | Company | —| Same as Company
Audit Sec 141 (3)

QNO-556.000

‘ Other
L

Assessee

]_’ "People who are authorized
to file return u/s 139

]

*And Relatives of all Above

CNO—TAXAUD.120

v
Part Time
COP/Job

QNO-524.000, $29.050

CEILING LIMIT OF TAX AUDIT

v v

Full Time
Employment

[ Counting Inclusion/Exclusion ]

MCQ - FLI/FL.2

]
( Ina'/wa'ual | [Firm|

v
l

( 60 | [Partner x 60 | Total for each cA =60 |
i

[ Limit of | Partner can be usedby other ]

i i ! i i
All types of | [ 44AE/44AD/44ADA || 44BB/464BBB | HO+Branches || Multiple Branches |
Assessee 1 !

\l/ X v ( countedas) | | countedas| |

FHE
[

n Company Audit limit of | cannot be used by other

Employee or
officer

Part Il cA/

v
Officer/ Partner/ Business
Employee Employee of Relationship

(Assessee || Partner/

other than
company)

Relatives

= only exemption to relative upto
Rs. 1,00,000/- in each of the above case

= | Convicted by court for Fraud (10 Years)
from Dt of conviction

Chart on Definition of Relative

[ # Lineal Ascendant |

#Spouses

(Individual | [ Spouse |

\ [ # Lineal Descendant ] /

v v 13
Holding Indebtedness || Guarantee
Securities or Security

CNO—TAXAUD.020

ELIGIBILITY OF CONSULTANTS & INTERNAL AUDITOR

[ Tax Consultant | =/
Internal Auditor | => X

$2

CNO—TAXAUD.140

MCQ - FL.3/FL.I2

AUDIT REPORT UNDER TAX AUDIT

[ Form applicable ]
A4
[ Depends whether audit is conducted under any other law ]

Form 3CA Form 3CB

v v v v
¥ L2

[

[ Report on FST | [ Report on “Form 3¢ ] [ Report on FST | | Report on Form 3¢b ]
Name/PAN or whether it is True & Name/PAN or l«)hether it is True &
Aadhar of Assessee correct Aadhar of Assessee correct
[ Name of Auditor ] Quahﬁcat/on/ obtamea' all info & Quahﬁcat/on/
p N Observations expla/nat/on Observation
Law under which
audit was conducted [ Proper Books ]
& v J ¥
Date of Audit Report ] [ Books Agree with FST ]
v
g
Attach copy of [ FST g/ves True & ]
AR & FST< Fair views of BS/P&L

Situation where Form 3CB will be applicable, even where audit is

applicable under other

I. Different Year:- Audit was conducted for the year Different from F.Y April-March
2. Auditor not appointed or conducted or report not available for any other reason

CNO—TAXAUD.160

QNO-530.000

REPORT V/S CERTIFICATE

[ First explain purpose and applicability of Form 3CA/3CB/3CD in Short J

!

[ Auditor can present his conclusion in 2 Forms ]

4 ¥
[ Report ] [ Certificate ]
¥ ¥

[ Term report is used when he express his opinion ]

[ Term certificate if used when he ]

L2 comments on Accuracy of Facts
[ Wording used “True & fair ] 3
¥

] [ Wordings used “True & correct” ]

[ On certain clauses of Form 3CD auditor gives opinion
¥
[ Eg. €l 14 Valuation of Inventory Cl 18 Depreciation ]

)

Final wording used while commenting on Form 3¢D is “True & Correct”, that shows
auditor is vouching accuracy of Facts in Form 3¢D

!

[ But in certain clauses as explained above he gives opinion. ]

CNO—TAXAUD.120

PENALTY

[Penaltg If not audit /s} _’[ Sec 27IB ]_,[ a7 o ]-l: ]’

done uls 44AB 0.5% of T/o

Relief if there

reasonable
cause of failure

CNO—TAXAUD.200

QNO-553.010

REVISION OF TAX AUDIT REPORT

E Generally revision of TAR u/s §4AB is not allowed ]

MCQ - Incs.13.4

but some grounds are given in GN on Tax Audit

' | !

Changes in law Changes in Interpretation | | Revision of Financial Statements
with retrospective effects of Law after being adopted in AGM

Amendment in Rule 66

[ Allowing Revision of TAR }

-»[ After filing TAR, before end of assessment year

-»[ Assessee made payment for expenses covered u/s 40/43B

> | Revised TAR need to be submitted again

=

Assessee has option to revise Books/ FST/ TAR/ ITR

-

Revised TAR should be signed by CA

— L _JL _JL _JC

/xuditguruin



CNO—TAXAUD.220

SHORTCUT OF TAX AUDIT

Basic Information.

Identification of Assessee ]

Name (Clause 1) ]

Address (Clause 2)
PAN (Clause 3)

Partner (Clause 9)

Business (Clause 10)

BAHUBALI PARMANU MARY KOM VICKY DONOR
Books of Presumptive Method of Valuation of
Accounts Inome Accounting Cl Stock

(B , e

Fad TSI ’%1
POKEMON TOM N JERRY DOREAMON ALLADIN
P&L Not Transfer Deprication Admissible
Credited of Property Amount

DEAD POOL IRON MAN PREDATOR DR STRANGE
Debited But Interest Under Payment To Deemed Income
Not Allowed MSMED Relatives

CHENNAI
EXPRESS

Capital Asset

Conversion

BHEEM
Bonus &

Commission

CAPTION

AMERICA
Chargeable

Sec 4l

PARRIKAR CHIDAMBARAM SMRITI IRANI

Cenvat Credit Shares received

Payment Basis
(sec 438)

2
Share(s Zssuea’

LION

LEOPARD DOG TORTOISE
Loans & Losses Deductions DS
Deposit
CANADA '
Y o e L | ‘p
(o et
7
DOLLAR (1) CANADIAN EURO SHILLING
Dividend DOLLAR Excise Audit Service Tax
Distribution Cost Audit Report Audit Report
Tax Report
Friay RBLBANK
DEUTSCHE SYNDICATE RBL BANK
BANK BANK
Demands & Statement in Report Ufs 286
Refunds 61/61A

SONIA GANDHI

HILLARY

CLINTON (3)
Hundi

GOAT
Goods Quantity

%

RUPEE
Ratio

BANDHAN BANK

Breakup of Expenditure

2 ) "

- =
Clause 3A [ co/ Ind/HUF/Cooperative

Applicable
PP of taxation under Sec |

} Whether Co has opted for concessional rate
1SBA/11SBAA/IISBAB/IISBAC/IISBAD

¥

[ Answer is “Yes” or “No” ]
¥
[ If yes Auditor will have to verify whether conditions are satisfied J

v
[ Copy of form 10-14/10-1B/10-1C/10-1D/10-1E/10-IF ]

()

Name of Partner + Profit sharing ratio ] Details of

-[:[ AOP ]_.[ Name of member + Profit sharing ratio

] } change

during P.Y

{

Business }‘

=
e
[

Changes

during the year

Particulars of
such Changes

Trading to
Manufacturing

|- ke e ]

Reconstruction/ Reorganization/ }

Considered ] -’[
Not considered ] —(

Temporary Closure

CNO—TAXAUD.240

CLAUSE 1 TO 10

Name of the assessee ]

Clause | |=

Clause 2 |= | Address as communicated to tax department ]

-
-

Clause 3 ]-> [Pan Card Details
J- [

e M

Clause 4 |= |Liable to pay indirect taxes? ]-»[If ges]-»‘

Provide Registration ’
number

{ Clause S J» {Status of the assessee}* {(Individual , HUF ,company etc)}

Generally | ’»

[ Clause 6 ]-»[Previous Year ]"‘ April -31° March

[ Clause 7 ]»[Assessment Vear]

In case of
amalgamation ,
merger, demerger,
new business,
starting / ending
could be different

[ Clause 3 ]-» [ Relevant clause of section 4AB under which audit is being conducted ]

$9

CNO—TAXAUD.240

CLAUSE I

[ Whether prescribed u/s §4AA? ] - [ If Yes provide list

[ Books of Accounts ] [

Maintained & its address ]

[ And documents examined ]

If gross receipts

Specified books only for specified professional for each
»[ of accounts | (Doctors/Lawyers/Accountant etc.) ~ preceeding P.Y

exceeds 1,50,000

For others who are in business
or not covered above

No specified books of accounts
required to be maintained

(compary) |

Specified books not prescribed in section §4AA these are prescribed in
Companies Act 2013 but Clause asks only 44AA

CA Vishal Bhattad's

CA Ravi Taori

VSMART e

ACADEMY ?,{E’

. < Nl

Auditguruin PR
Telegram
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CNO—TAXAUD.240

CLAUSE 12

Profit and Gain from
Business & Profession

Assessable on ]

[ Whether P&L Includes ]-{ ]'{ . .
presumptive basis

Report actual profit or gain || Not Amount Assessable
included in P&L, on presumptive basis

Whether there is any revenue from
—)

Revenue Analysis |=
[ ch ] [ business, taxable on presumptive basis

]

Past basis compare profits from C.Y with previous gear]

!

[
[ Audit Procedures ] — [ Separate treatment of such Profits & Gain ]
[

Expenses from such business not allowed ]

[ Qualify if they are treated as normal business profit ]

CNO—TAXAUD.240

CLAUSE 14

! !

[ Method of valuation ’ ( Whether method is as per section ]

for closing stock 14SA Details of deviation
[ Method prescribed in section 14SA is similar to principles in Accounting standard ]

Section 14SA says to follow inclusive method while AS/ IND AS says
exclusive method for indirect taxes. But ultimate profit in both remains same

CNO—TAXAUD.240

CNO—TAXAUD.240

CLAUSE 13

v v Applicable to all
i pplicable to all assesses
[ Method of Accounting ] = except Individuals ,HUF
- who are not reguired
[ Method of accounting employed ] [Adjustment required as] to get books of
+ 1cDs ;
[ Whether change in method ] il accounts audited
12
[ If yes , its impact on profit ] [ If Yes then details ] : 4 : ~
Applicable only if assessee
[ D/sclosure as per I1CDS ] follows mercantile basis of
accounting

A

J

Shortcut to remember 1CDS ]

Ajay Devgan white colour ki 1EDS 1-Accounting Policy

Van leke 1€DS 11-Valuation of Inventory

Construction site pe pahuch tha hai. 12ps 11-co i .
Waha ke logo se puch tha hai kitna IR

Revenue kamte ho. fir bolta hai jinke pass 1CDS IV-Revenue recognition

Fixed assets nahi hai aur 1CDS V-Tangible Fixed Assets

1EDS ViI-Changes in Foreign
Exchange Rate

Foreign exchange nahi unki list banao. List
le jata hai aur

Government grant mangta hai, jab tak

ICDS VII-Governemnt grants
government grant nahi deti khudka ghar as 9

Security jama karta hai 1CDS VilI-Securities

CNO—TAXAUD.240

CNO—TAXAUD.240

CLAUSE 19

] _’[ Whether it is allowed / }

If assessee has

claimed deduction admissible ?

CLAVUSE 20
1

A2 v
[ Profits / Dividend payable to employees, ] [ Details of employees contribution ’

paid as bonus or commission
“if amount is not deposited then it will be permanent disallowance

List of sections
>
starting 32/33/3S

/xuditguruin

received not deposited

CLAUSE IS
Description

[SeCtiOV' 48 (2)]-’[ Conversion of FA into stock in trade }-»[ Detalils required ]
-
1
| it |

v
Deemed as tranfer in the
year of conversion

when asset is sold
CLAVUSE 16

[ shortcut - TESCA |

> [T— Tax related ] ->[ Duty Drawback , refunds ,admitted by authorities ]

~ [E —Escalation Claim } ->[ Escalation claim accepted by customer ]

not credited | ==

[ S- Scope of Section 23 ] _’( Non compete fess credited to capital , Interest J

Income credited to liability

- [C — Capital Receipts ]-'[ Sale of Fixed assets , Govt Grant ]

R [A— Any other item }_’ [ Adjusted against expenditure, instead of }

separate credit

CNO—TAXAUD.240

BL:iZIU/{n/g '{Tmnsferred} -

Other Asset (Stock
in Business)

#Amendment

CLAUSE 17

Consideration
< Stamp Act Value

nformation should be given if it is less than 10 %
20% - If Sale by builder to first owner + Residential unit + unto 2 crores +

20th Nov 20 to 30th Jun 21
In Last Column = Specify whether 20% benefit taken Yes / No

[ Property Details ]
]»[ Give Details] [ Consideration ]
[ Stamp Act Value ]

If difference
more than 10%
of consideration

< Stamp act value

43 CA -»
Section -[

If Consideration ]
-
soc ->

Capital Asset

XN
!

¥

CLAVUSE 2]

[ Sch 1l Expense Headings ] [ Expenses debited to P&L but not allowed ]
i 1

[ Cost of material consumed ] = | No Items]

[ Purchase

[
] {[Capital Expenditure ]

[Personal Expenditure ]

[ Changes in Inventory ] - [No Items]

[Provision for Gratuity Sec 40A(7) ]

(Payment for Unregistered Gratuity Sec 40A(3) |

Expenses

[ Employee Benefit

[Expenses by employee at club (Personal nature) ]

sec 4o(b)/
] _[: Remunemtion to partners not admissible ] Sec 40(ba)

[ Finance cost Interest on Loan for CAPEX till put to use ] [ sec36(1) (i) ]
( Depreciation | = [ No items |

[Aa’vertisement Expenses in Document of Political Parties ]
[ Other Expenses } [Expenditure by way of penalty under law }

[ Contingent Laibiiity]

Cash Payment exceeding 10000/for Plying & Hiring 35000
Sec 40A(3)/(3A) ™ Per party per day limit

| Any Heading | 4| TDS not deducted 30% disallowed Sec 40(a) J

[Expenditure on Exempt income ]

Borrowing cost aur I1CDS IX-Borrowing cost

ICDS X-Provisions, Contingent

Provision khud bear karta hai liabilities and Contingent Assets

I
|
I
J
J
)
I
|
|
I

Y e N e S e e U N e N e N e N e N e S

— L J L J_ J . J J J_  JJuJ

é0

CLAVUSE 18

4 1] 1] 4
| Description ‘ Rate of ’ | op LODV/ ’ ( Add/ Del / ] ( Dep ] Closing
Y Cost Adj for .Y WDV
+

[ (+) Effect of Reversal of unabsorbed Additional Dep due reduced rate of taxation ]

[ (=) Goodwill in block of assets ]

CA Ravi Taori

CA Vishal Bhattad's

VSMART h3
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I E
CLAUSE 22 CLAVUSE 25 CLAUSE 29 S
©
Section 23 MSMED Act Chargeable to tax under section 4l Consideration X =
t sc 6D o) | Srs o el _| Cortretin | [T | S

; ; fair Val
‘ Micro/Small Enterprise. ’ Sale ‘ Buyer (Assessee) [ Related To ] air Value <

l | { Sale of fixed asset used in generation or distribution of power }
! | Fixed Asset |—>
[ Buyer Doesn't pay within Prescribed time ] { Sale of Fixed asset used in Scientific Research } CLAUSE 294
| | Current Asset —»[ Recovery of Bad debts ] Section s6(2) (/‘x)]

! ! ! — | v

Advance received

—

Interest 3 Times This interest will not be oo ) nd Reserves —»[ Withdrawal of special reserve to set off losses
. Give interest details ) )
The Bank Rate allowed as deduction for transfer of —>[Forfe/‘tea’]—>\ Charged as income from other source J
L | Current Liability —»[ Reversal/Writeback of creditors ] Capital asset = As per law k i
Section
- As per Contract ) . ,[ Ves
- Not as per above but no ‘56(2) (ix) app I/cable‘ i

CNO—TAXAUD.240
cLhvse 23 . |
- CLAUSE 26 action by purchaser [Fumish Details \

" Not applicable to advance received for personal capital asset or stock in trade.

Section 40 A (2) (b
40 4 (2) (b) Sec 43B Payment Basis Deduction(In the sequence of IMP Entries)

!
’ Provides list of p arties (related parties) l ‘ Government ’ [ Railways } [ Authorities ] [ Financers ] [ Employee ] CLAUSE 298

’ Details of payment made to them are provided in this clause ] M M M M M

I Tax /Duty| | Payments for | | Employer's contribution “”(tl_e;,rif; a’fz bg;ofs [T Section s6(2) (x) Applicable from FY 17-13

Further if A0 feels that excessive payment is made then such ’ use of to PF/ESIC / Gratuity/ operative bz ks 2 | | commission
excess amount is dis allowed railway assets | | Super Annuation Fundy/ 7 F1) - Chargeable as gift Income
; I T T
[ Parameters for excessive J 3
| ‘ Details to b ded ’ [ Money l [ Immovable asset J [ Other Asset ]
etails to be provide
1 1 1 e e 1 L ([
. opn ofs (Not allowed in any preceding PY) ; d duri ezt vedlw/tho‘ut RWAC Inadeguate RWAC ‘ Inadequate I
[ Not for legitimate needs ] [ Paid more that fair value ] Not benefited (Not paid till 31st Oct ) [ Expenses incurrea auring P. Y ] any consideration consideration consideration
l (RWAC) 1 | l
| ; :
: : ; ] Stamp “**Diff between Fair value || Diff between FV &
Paid during P. Y S T Paid before due date Not paid on a Ty T | S E Y
v ‘ till 31st Mar R Pl g 7 of furnishing return before such date ‘ ZZZZgO ’ Duty value SDV & [Fv] Consideration Paid
CLAUSE 24 [spv] Consideration Paid
"*State whether indirect taxes are Routed through P & L | ==nifference more than 10% of consideration
!

Deemed Profit If Conditions Are Broken For CNO—TAXAUD.240
CLAUSE 27 Chargeable to tax only if amount exceeds 50000
— | 32AC/32AD 33AB/33ABA 33AC Whole amount will be chargeable to tax not just excess $0000
- |
l l l ¥ 1 _ Detalils
g Nature & Amount

[ GST ITC / Cenvat Detalils ] [ Details of Prior period Items J

[ Additional Depreciation ] [ Deposit Fund ] [ Shipping Reserve ] 1
Opening ITC XXX

I I (+) ITC Availed XXX
1 (-) ITc Utilized — (xxx)
} Closing ITC XXX

20% if purchased from Builder + First Owner+ Residential unit+ upto 2 crores

[ Details given in clause 24

[ Explain Treatment in P&L (Accounting Treatment) ]

CLAUSE 23
Superceded by clause 298 from A.Y 17-13

[Section s6(2) (viia)]
’ Without
consideration

CA Ravi Taori

CA Vishal Bhattad's

VSMART P
Shares of closel @f"'t ;@
[ o o] } — If Yes Furnish Details ACADEMY F’f-.,r
Conswiemt/on A(U dlth fU.n l»:f. .‘

Telegram
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CNO—TAXAUD.240

CLAUSE 30

I

o]

!
Not in prescribed — [ A/c payee cheque |
mode [ Alc payee DD |
— (ECS / Electronic Mode
[Local Language |

[Through ] [ Hundi ] (Bills of exchange | ( NE Act generally not applicable |

1 Local customs

[Deemea’ Income 69D ] —_— Give Details

CLAVUSE 30C

Impermissible
3 Nature
Tax avoidance | — [ Yes / No ] —>[If Ves] —[:
arrangement ( Amount of Tax Benefit |

CLAUSE 30A
Transfer Pricing (Sec 92 CE]

!
[ If assesses transacts with ass ociated enterprise (outside India) ]
[

Prices are not arms length then difference is deemed
as income this is called Primary Adjustment

’ - [ If it is more than | crore J
{

Secondary Adjustment is done if difference is not repatriated back to India it will be assumed
that amount is given as loan imputed interest will be computed and charged as income

L»[ Details are given in clause 30 A

t[ Whether PA Done?.
[ If Yes ‘E[

Clause of section 92¢E (1) ]

Amount

‘ If yes whether ’
repatriation is done ?

Whether repatriation required
(secondary adjustment)

‘ If no then amount of
imputed Interest

CNO—TAXAUD.240

CLAUSE 308
Section 948

Debt Funding

[ Non Resident Associated Enterprise ]

l ( Check if it exceeds

exceeds | crore . Total interest paid will be
If its loss
treated as excess

Disallowed interest will be carried forward for 8 A.y and it will be allowed when
actual interest is less than 30 % of EBITDA

!
Detalils to be given
[ 9

I
' ' } }

Jﬂ[ Excess interest is disallowed ]

Resident AE exceeds | crore?

Whether interest paid to NON 30% of Amount of Int | | ®B/f& C/f excess interest
EBITDA oCY excess interest

62

CLAVUSE 3|
—» Loans / Deposits/ Specified Sums

[ Amount 20000 or more ]
]

v
{

[ Loans [ Deposits ]

L4
i

v { 1
Name /
DD/ Chegue / Account Max
[ PAN / Address } [ Electroz)/’c } [ Payee } [ o/s }

Amount

"*Squared up transactions also in case of loans [/Deposits
"**Specified sum money for immovable property

269T =g e Loans [ Deposits/ Specified Sums

[ Amount 20000 or more ]
1

¥
1

v i

v v v

Common | _ Name / DD/ Chegue / Account

Points PAN / Address Electronic Payee

31 (d) 31Ce)
Specif 31 (0 Repayment details Repayment details
pecinic | Aap Saaet when amt received when amt received
Points 2ecly) ; .
was not in was not in A/C payee

maximum 0/S

chegue / DD

chegue / DD [ECS

269ST Other Transactions -Receipt/Payment

12
[ Amount 200000 or more ]

¥ v 1
[ Per person per day ] [ For single Transaction ] [ For event or occasions ]
L ]

—— —

(31(ba) | [ 31000) | (31tbe) | [ 31C0d) |
i i 1 1
DD / ECS Payee DD / ECS Payee
(269ss/269T | | 269sT |
(et [ e J[ £ |
[ Post all ] [ E ] [ E ]
Bank/co
‘ —Oa:Bank ’ ‘ £ ’ ‘ £ ’
[ Corporation ] [ E ] [ X ]
[ Govt Co ] [ E ] [ X ] "E-Exempt

CNO—TAXAUD.240

#Amendment

CLAUSE 32

-»[ Details of B/F Loss or depreciation ]
i , ;
o | Adjfor asessee opting for | Reverse unabsorbed losses/ dep
concessional rate of tax which is not allowed

[ Year ]—»[ Loss Incurred ]

"[ Sec 79 ]—»[ Changes in Shareholding ]—l:

[ Year ]—»[ Loss Adjusted ]

-»[ Speculation loss }

(s
Applicable Loss from Loss from
->-> { only to »> | speculation | = | buying & Selling

company Business of shares

Loss of Specified business can be
adjusted against income of ‘

E.g. Cold Chain, warehouse ’
specified business

for agri produce etc

Except if main
business is

investment or
related income.

CNO—TAXAUD.240

CLAVUSE 33
Investment related deductions/ Tax Holidays

]
[ Section wise Details for deductions under VIA & 111 ]

CNO—TAXAUD.240

CLAVUSE 34

. ¥ 4

. Statement TDS/ Interest delayed

CLAUSE 38§

v v
[ Trading Concern ] [Manufactur/‘ng Concemn ]
4 i
[ Reconciliation of Finished Goods } [ Reconciliation for RM & FG & by products ]
i i

[ 10% or more of Purchase / Sale ] [ 10% or more of Purchase/Consumption/Sale ]

#Amendment

CLAUSE 36 (DDT)

|
[ Deleted ]
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CNO—TAXAUD.240

CLAVUSE 36A

[Deemed Dividend} —>  VYes/No — Ifyes —_

Details

Sec 2 Closely held

(22)() [T | company |~ holding 10%

or more

or loan

Shareholders Advances Deemed as Charged
- -> ind
dividend at 30%

CNO—TAXAUD.240

CLAVUSE 43

| Whether applicable I
Big MNCs have to file Country
by Country Report ufs 236 t

Details of filing }

CLAUSE 37/38/39
|
) T

Other Audit Reports
¥
¢l 37

} ! i

Cost Audit Report [ Excise Audit Report ] [ Service Tax Audit Report l
l |
4 |

Audit Conducted Disqualification/ Disagreements

i (i.e modification)
Yes/No/Not Completed

"6ive information if time period of report = Previous year

CNO—TAXAUD.240

#amendment
Expenditure details
I
! !

[ Relating to Registered entities ]

]
} ] |

Relating to
Unregistered entities

Relating to

Relating to Relating to entities under
other entities

Exempt goods Composition Scheme System

Note :- Not applicable till 31th March 2022

CLAUSE 40

| 1
]
|
! 1! 1! 1
[ GP/TO ][ NP/TO ] [ Stock/TO ] Material Consumed)/
Notes(Ratio’s) Finished Products

- For assessee in Manufacturing/Trading

- Consumption ratio not for Trading/Service Provider
- Business wise not product wise

- Profit - PBT

- Stock - Closing Stock

CNO—TAXAUD.240

CLAUSE 4]
T Croctons ) — [oerehan]

xR

For any Previous Year
Irrespective of Audit Receipt/payment

B

Income Tax

Wealth Tax

CLAUSE 42

Reporting on High Value Transaction
|
4

v ¥
| Form 61 I ‘ Form 61A ’ | Form 61B I
{ i

Detalils of Form 60 submitted | | statement of Financial
by parties not having PAN Transaction

Statement of Reportable

Accounts

¥
[ Details of Filling & Whether it is appropriate ]

AUDIT OF PUBLIC TRUST

Audit Programme/ Routine Checking

‘ . J [ Internal ’ {ACCOUV’W’Q’ [ Books of J
Examine - - -

Control System

Accounts

Proper

)

)

‘ VOUCth)g ’ - [ 0bj€CtS of the Trust ]" [Amblt of TVllSt]"[ Authorized ]" Accountfng
Transactions of all
l Transactions
[ Trial Balances ] - [ Certified from management ]
[ msezra || Authenticated ]
[ Annexure to Audit Report ] —_—
v
[ List of Persons ] [ Form 10B
{ i
[ Obtained Certified list from Trustees ] [ Obtain filled statement from Trustee ]
i [
[ Can accept it as correct ] [ Verify with available material
i
[ Report if not available ]
1
¥

[ Failure to report ]
¥
[ No benefits u/s 1l & 12 ]
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CHAPTER 13

LEGAL FRAMEWORK FOR GOVERNMENT AUDIT

{Independent Constitutional Authority for Government Audit }

duties through its work force in Indian Audit & Accounts Department (IAAD)

Provid
[Such Authority is Comptroller & Auditor General of India (C&AG), performs }

Constitution

[ Article 148 ]—»[ Appointment & R-R-R ]
1

v v

v v
[ Appointment H Remuneration }[ After Retirement ][ Removal

Will not be eligible for
appointment of any
office under €6/56

Eguivalent to S.C
Judge & should
be Non-Votable

A4
By President
of India

[ Article 149 ]—»[ Duties & Powers, Term ]

—| proven misbehavior /
incapacity

Resolution should be
passed with at least
2/3" majority in each

e .
C&AG shall perform such duties & exercise house of parliament
such power as prescribed by low In = (Lf’k Sabha/
~ relation to accounts of Union & State Rajya Sabha)
=

¥

c&AG's (Duties, Powers and Conditions of Service)
Act 1971, defines these duties & powers in detail

-»[ Term of C&AG ]—»[ 6 years or up to 65 years (whichever is earlier) ]

[ Article 150 ]—»[ Accounts Format ]

->[ The accounts of Union & States J

-»[Shall be kept in such form as President may prescribe }

—>[0n advice of C&AG }

[ aArticle 1sI | —(  Audit reports of cAG |

L2
[ Relating to accounts of €6/SG/UT ]
¥

Be submitted to President/ Governor of state/Lt.
Governor or Administrators of UT

¥
Who shall cause them to be laid before
Parliament/ State Legislative Assemblies

(" on the grounds of )

AUDIT OF PUBLIC SECTOR UNDERTAKINGS

CNO—PSV.040

FINANCIAL COMMITTEES

[ In India, Parliament has 3 types of Financial Committees ]
1

v v
Committee which evaluates , budget (" Committees which studies & evaluates
of expenses (estimates) of Ministry majorly C&AG reports on expenditure/
before the expenditure is done L activities after they are done
. 4 . v L v
[Est/mates comm:ttee] s Reports on Reports on

Ministries & government companies
L their departments ) corporations etc.

COMMITTEE ON PUBLIC SECTOR UNDERTAKING [coPVU]

-»[ Examine reports given by CAG on PSU’s ]

| To examine annual financial statements & Audit Reports
given by management & auditors on PSU

->[ Evaluate performance of the PSU's (output) ]

->[ Examine efficiency of PSU's & how it can be improved (utilisation of resources) ]

¥ ¥

t Publi h Committee On
LAl I Public sector

L Committee [PAC] )\ Undertakings [coPu] )

CNO—PSV.040

FUNCTIONS OF ESTIMATES COMMITTEE

¥

[ Estimates committee acts as a aadvisor to Ministries ]
A4

E Ministries can take their advice or committee can Suo moto }

pick any area of expenditure for evaluation

Whether budgeted allocation of money is within the limits which is
sanctioned by Govt. & as per policies of Govt. Eg. Boosting Green Energy

To suggest format in which budget of ministries should
be presented in parliament

How Economy. Efficiency of expenditure be improved keeping,
existing present policies of Ministry

To suggest alternative policies which ministries can implement
for better economy & efficiency.

CNO—PSV.060

-»[ Such other functions as may be allotted by Speaker ]
v

DIFFERENT TYPES OF AUDITS PERFORMED
BY c&A6 (As per popularity)
v v 1 v v
0 ® @ ® ©

[Financial Aud/‘t] [ Compliance Audit } [ Performance Audit ] [ Comprehensive Audit ] [Propr/‘ety Aua’it]

FINANCIAL AUDIT

( . .
Whether FST are as per applicable Law, Rules, requlations

—| & accounting standards prescribed for

\Govemment (as per applicable financial reporting framework)

Examine, evaluate financial records & express opinion
on FST whether they give true & fair view

A

-

O . !
Whether Internal control systems & Internal Audit functions

| js effective in safequarding assets & resources & ensuring

\completeness & accuracy of Accounting records.

CNO—PSV.030

TYPES OF PSU's [CATEGORI2ATION]

v
Govt. company |
Deemed Govt Co's

v
Corporations established
under special Act

v
Departmentally /Ministry
managed undertakings

Eg. Indian Railways,
Postal. Services, Security
Printing Press etc.

eg. 10CL, HPCL, BPCL T g
9 d ? ] Life insurance (Unit trust of
corporation India

eq LIC eq. UTl

64

CNO—PSV.040

PUBLIC ACCOUNTS COMMITTEE [PAC]

[ Examine Reappropriation (Redesigning) of expenditure
by the ministries/ departments

-»[ Whether expenditure was properly authorized by ministry officials

[ Whether expenditure was properly accounted & whether accounts
represent the expenditure done

A

p
Examine statement of accounts of autonomous & semi-autonomous
bodies covered under ministries/ departments

A

CNO—PSV.100

COMPLIANCE AUDIT

[ Compliance Audit covers following major two things ]

1
v v

4 . q N 3 .
Examining the transaction Examine Law, Rules, Regulations whether these

(Subject Matter) relating to expenditure, are against constitution & other Laws

receipt, assets, liabilities of government ) - 1

1 Whether Laws governing income / expenditure
ensure Effective Controls

Whether it is as per constitution, Law,

A4

Rules, requlations/ other instructions

by competent authority Whether Law prescribes maintenance of clear &
=

| unambiguous info
A

¥

Whether department is able to achieve
Objectives & aims
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CNO—PSV.100
APPROACH WHILE CONDUCTING COMPLIANCE AUDIT

¥

[ Compliance audit can be mixed with other audits ]
¥

[ Compliance Audit is generally conducted either ]

v v
Separately as individual With Audit In combination with
compliance Audits of FST Performance Audit

CNO—PSV. "0

AUDIT BOARDS UNDER C&AG
¥

[Ina'/‘an Audit & Accounts Department (IAAD)]
¥

They conduct different types of audits on Govt departments,
Ministries & sometimes on Govt Co's etc.

¥
[ Audit Boards (Constituted by C&AG) ]
A2
They are advisors to C&AG
There are multiple Boards created for different sectors & different audits

A2
[ They include experts from different fields ]
¥
[ Their work is to appraise working of audits done by IAAD ]
A4

They discuss problems apparent form the audit & their possible
solutions with management & controlling ministries

A4

Then they finalize their recommendations.
These recommendations are included in C&AG reports

CNO—PSV.140

PROPRIETY AUDIT

( Propriety is derived from word 'Proper' ]
A2
In this audit we go beyond rules, requlations & documents,
we see substance of the transaction
¥

[ We verify transactions for two things ]

1
v v

( Purpose ] ( Process ]

A2
{ Whether it's in public interest }

Whether expenditure is incurred as percommonly
accepted customs & standards of conduct

A4
[ Real benefit to public at large. ]
I [ Whether Govt department achieved financial prudence ]

4

1
[ General principles to ensure that transactions are appropriate/ Proper ]

[
v v

( Purpose ] Process ]

*[ Not utilised for benefit of particular person/ group of persons AT — degree of A

vigilance is applied as a
person of ordinary
9 prudence would exercise

shoula’ not result in direct/ indirect benefit to

~ Authont/es sanctioning expenditure

4 N\
Expenditure should not be
prima-facie more than the

L occasion demand )

= open to indirectly benefit Govt employees & others
Eg. Claiming reimbursement of fake expenses as no
proof is required

Apart from agreed remuneration no other avenue is kept }

CNO—PsV.120

COMPREHENSIVE AUDIT

[ C&AG assists the legislature in reviewing the performance of public sector undertakings ]
¥

[ It involves assessing the overall efficiency & effectiveness on public enterprise ]
¥
[ This is done by comparing its performance with }

pre-determined objectives, standards & criteria

[ Following areas are covered ]

Research & development programmes

[ )
[ Project ;Iann/‘ng J
[ System of project formu?ation & implementation ]
[ Comparing overall capital co.:t with approved planned cost ]
[ Evaluate capacity ulilisation, whether :here is under-utilisation, shortages etc. ]
[ Whether cost control V;easures are adeguate ]
[ Whether there is undue wa:)rage, unproductive time etc. ]
[ Whether products are :conomical & effective ]
[ Whether planned ratr: of return is achieved ]
¥
{ J

System of repairs & maintenance

6S

CNO——PSU 160

PERFORMANCE AUDIT

l. ISSVES ADDRESSED, CONSIDERED

WHILE DOING PERFORMANCE AUDIT

{ C & AG evaluates }

—| Economy -»E
v
[ Appropriate Quantity ]

| Efficiency -»[

Evaluates how to minimize cost of resources
By getting best Prices but keeping
[ 1

v
[ Delivery in due time ]

[ Proper'dzuality ]

Evaluate how to maximise the output (Input — output Ratio)
in the given resources

[ Matters considered ]

Procurement

: Resources . Efficient optimum Reducing
practices are Etfficient : T

CFor quality - protected & management operating |=| utilization overall
raw materials) maintained procedures of resources cost

v v v
[ Proper organisations of departments ] [ Appropriate requlations ] [ Prompt execution ]

Continue on next column...

L’[ Effectiveness ]—-»[ A) Understanding & evaluating objectives ]
¥

E9. MGNREGA
Scheme

1) Understanding & evaluating objectives of the program by
studying applicable laws & regulations

[ Eg. a) Generating employment in rural India &

)

{[

b) creation of public Assets such as road,
schools, hospitals etc.

-»[ 2) Whether objectives are proper, consistent, suitable ]

3) Understanding inhibiting factors Churdles) such as
insufficiency of funds, low wage rate, fake job cards

L

—( B) Analysis of results ]

P
1) Adeguacy of management control system for measuring,
monitoring % reporting effectiveness

N

—»[ 2) Socio economic impact of the policy & programe }

[ 3) Effectiveness of Program components (training,
 developing projects, implementation, payments

1l

¢) Suggestions ]

—»[ 1) Alternatives to execute programme }

-»[ 2) Identify ways of making programme more effective }

3) Whether programme complements, duplicates, overlaps
or counteracts other related programmes

CNO—PsV.180

CNO-PSU.180

QNO-5994.200

FACTORS TO BE CONSIDERED WHILE
PLANNING PERFORMANCE AUDIT

I
v v

[

v
Collect information | | Frame strategy J ( Draft plan J

-{ Understand the program }
_{Understana’ legal &

Previous audit significant
} findings & recommendations

Potential sources of data &
its reliability

Sufficiency of staff & other
resources

requlatory requirements = Criteria needed to

[ Preparing written audit plan ]

L Need of potential users
of audit report

Study management
control designed for

evaluate matter
programs }
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CNO—PsV.200

ELEMENTS OF PSU AUDIT

|
Responsible Party Who
Prepares Subject Matter

‘n8.

rii—’\
;

_ 8
(S

@ Auditor ]

@Subject Matter ] (¢) Subject Information ]@Interested Party ]

l 2 Types of Examinations
can take place
A
|. Attestation | 2.Direct Reporting
Engagement Engagement
2 ! !
Criteria Which is base for Financial I. Performance Audit
Preparation & Examination Audit 2. 60mpliance Audit

[

v v
[ Small states ] [ Big states ]
Commercial chapter in the Separate
main audit report audit report (commercial)
4 4

]

It may contain performance appraisal of selected companies /
corporation & also individual instances
of financial irreqularities, wasteful expenditure, system deficiencies etc.

/xuditguruin
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FUNCTIONING OF FINANCE COMMITTEE
& ROLE OF C&AG

Reports of CAG are discussed in Financial Committees &
Step | -

Questions are asked to ministries

Replies from ministries are received and CAG checks correctness

Step 2 — | of replies and helps committees to understand there replies.
.

CNO—PSV.220

DETERMINING AUDIT CRITERIA

Audit criteria is benchmark, Standards which will be used to ’

evaluate performance of Government scheme
A4
[ Against economy, efficiency & effectiveness ]

[
Sources

[ Shortcut : - ER is criteria for MPSC ]

m

=| Independent Expert opinion and know how ]

=| General management and subject matter literature and Research papers ]

X

=| Policies, standards, directives and quideline. ]

=| New or established Scientific knowledge and other reliable information ]

[
[
-»[ Procedure Manuals of the entity. ]
[
[
[

=| Criteria used by the same entity or other entities in similar activities or Programmes.

NEE EE R

)

Step 3 = | Committees send their reports to parliament.

~

Ministers has to submit action taken report to parliament
as per recommendations of committees.

Step 4 |-

A

~
In respect of those Audit Reports, which could not be discussed in

detail by the Committees, written answers are obtained from the
Department [ Ministry concerned and are sometimes incorporated

in the Reports presented to the Parliament [ State Legislature.

Ve

Extra Points

p
(Because of these committee's government

doesn't take CAG reports lightly).

(&

CNO—PSV.240

CONTENT OF COMMERCIAL AUDIT REPORT
GIVEN BY € & A6 (604.000)

[ Introduction containing general review of performance

[ Result of comprehensive appraisals by audit board

[ Summary of Co auditors report given as per instructions of € & AG

appraised of audit board

—

[ Significant result of Government undertaking not taken up for

Continue on next column...
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CHAPTER 14 LIABILITIES OF AUDITOR

In this chapter we will discuss Liabilities under various sections of CRIMINAL LIABILITY SECTION 447

Companies Act, Income Tax Act & CA act & related rules which chartered

Accountant may have to face in Capacity of Auditor or any other capacity Under Section 34 of Co's Act [ Any Person Found Guilty of Fraud ]

v _
CIVIL LIABILITY for Misstatement in prospectus [ Criminal Liability for Misstatement in Prospectus ] [ Amt of fraud >= limit ]
[ Limit = 10 Lakhs or 1% of TO of co (Which ever is lower) ]
-

/xuditguruin

v ¥ 14 1
] ¥ 14
. ¥ Ny ¥ 1 [ SITUATION ] [ PERSON Who are Responsible ] [ Punishment ] [ VES ] [ No ]
Situation which will [ Who is liable? ] [ Liability 1 1 1

lead to Liability Company & following Prospectus i‘nc/ude:s any Statement/ . - [ Minimum é months ™ ] [ Then see Public Interest ]

N J persons will be liable Liability to pay Information which is untrue or Every person who authorises Liable under 9
¥ || Compensation to misleading OR Important information the issue of prospectus section 447 Max 10 years ]
Person Subscribes (in the sequence of Importance ) every person who is OMMITED which is likely to Mislead N

*If Public interest in involved Min

for Securities of Co. = [ Promoter ] sustained

P ) Imprisonment
} — : N SR WSSy ] Imprisonment = 3 years
Director at the time of

. N\ }
on the basis of — \issue of prospectus Edhiaal) theg} ! Min- NIL

[ Exception

Higher

Imprisonment
& fine will
prevail

AN

1
v v

al He has reasonable Grounds to believe that information
Immatenia was appropriate till the time of issue of prospectus

Statements or any This section will not be applicable to a person if he Proves [ Minimum = Amount of Fraud ]
other information (7 ] : may be also ‘ that omission of information / information given is Fi HES S ULE
To be director : Person who has responsible u/s 36 9 ine
[ Maximum = 3 = Amt of fraud ]

which is mis-leading ) authorised himself to be named N [Fraudulently
i as person who has agreed to be inducing person
\a director ) to /nvest]

Fine

He incurs loss/ Min- NIL

damaog;tﬁlg;ause " Authorizers to prospectus (Generally

N /|| includes directors, selling share holders etc.)

Max- S0 Lakhs

T

SECTION 140(s)

[ SUO Moto ] [ on Application by ¢6 ] [ on application by any Concerned person ]
[ 1 ]

(" Experts whose reports, valuations or part thereof are
— | included in prospectus & he has given consent that they
Kshould be included as given in Sec 26(s)

v
TRIBUNAL ]
SECTION 35(2) Exceptions to liability given under 35(1) [ '
1
v v v [ Satisfied ]
For to be director For inclusion of name For relying on expert
v 2 f
/ Withdrawal of \ Pfospectu§tlt)oa$tl‘ssued / i the person proves [ Auditor acted in fraudulent manner or abetted / colluded in fraud with Co / Directors / Officer ]
Consent lEog
t0 become divector his knowledge / consent that he relied on statement v L ]
before issue of \ = | pros V:catii IZ‘;/ Ce:per/t g’(trac ; Direct Company to Shall not be eligible to be appointed as auditor Iso liable u/
pyPorfJi:fetcL:r‘;’sfgoraﬂsqer (o0 becoming aware mlcol ) pfrocn report/ vZZat/on of change its auditor of ANY Co for S years from date of order Also lavle uls 447
its issue- Gave Reasonable
issued with public Nof,-ce £ informed Expert which is Mis-leading -
misstated information people that it was issued G Note: - If application is sent by €6 & Tribunal is satisfied that change is required, shall
\boithout his autthorhy without his i e make order within IS days that auditor shall not function & G may appoint new Auditor
consen S knowledge/consent Y, R ground to believe that SECTION 003
SECTION 25(3) information is proper till the
\_time of issue of prospectus T . 1
f Notwithstanding Anything Contained in this Ve 5 SUERN [ SITUATION ] [ PUNISHMENT ]
Section [that means exceptions of Subsection He beli ev.ea' it .ert s f '
L 2 will not be available] Competent in making such —
p Statement/ Giving such [ If a person makes ] [ Liability uls 447 ]
If it is proved that prospectus is issued with N information & he has not I
L intent to defraud applicants withdrawn it before [ Any document, Statement, Return, FST, Certificate Report ]
1 Submission of prospectus f
Ve N
ified i ] to registrar & he was not
U (R S U SUL?SECUO_V' e 9 . Which he knows that Material information is false OR which
shall be personally responsible without any aware about withdrawal O o i
L ST 1) the ti £ all he knows that Material information is omitted
L limitation of Liability for losses/damages \_ till the time of allotment )/ C A Ravi Taori
Note :- Section makes everyone liable. But court may give relief if person VS E} Fris E O )-o-t @
proves that he was not responsible for giving information which was ACADEMY ]@' S “__*’ 3
misstated and he was not aware about misstatement ? ?Idlv
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CNO—LOA.080 TO CNO—LOA.100 g
SECTION 277 L 2
LIABILITIES UNDER INCOME TAX ACT SUBSECTION S 5
1
1 T 1 [ False information by a person ] M hd (_c/’
; Person who is Legal [ Person who is not Legal Practitioner / Accountant ] 2
[ 278 ] [ 283 ] v v Practitioner / Accountant (CA) 1 =
o . p N
Situation LT J } Found Guilty of Misconduct in Connection with <
M Found Guilty of Misconduct by Income Tax Proceeding [cases]
respective Authorities of profession | n g
A4 e \
Chief Commission or Commissioner may
direct period of disqualification
J

¥ v ¥
[ Rule 12A ] [ 2717 ] [ 277 ]
Rule 124 - Duty of Authorised Representative who prepared Return for Assessee [ i J
. . If person makes any If Tax along with Interest & Penalty exceeds 25 Lakhs ]
Assessee appointed Representative J .
T Report / Certificate (after ; 1 )
any verification) or =~ ] [ o ] Punished with suspension
' i of Right to practice L
3 ¥
[ He cannot attend Income Tax Proceedings till time of suspension ]

[ To prepare Tax Returns ] I
. Delivers an Account [ Statement ]

[ And submitted these returns to department ] [ B / Rigorous Imprisonment Rigorous Imprisonment

[} Minimum — é months Min- 3 months
[ Power of Assessing officer (A0) as per rule 12A ] Which he knew is false OR upto 7 years & Fine Max- 2 years & with fine

i He didn't believe that this

AO can order representative to appear before him ] information is true
4
[ Shall be Punishable ]

.4
Authorised representative will have to submit either before
appearing or immediately after appearing these details
SECTION 278

¥ : 4
s G s, & e If authorised represen‘tat/\‘/e has e
documents submitted b performed any examination on =| examination & it
4 particulars of A/c's, statement/ other € s [ Abetting / Inducing other person to give false info or encourage to evade tax ]
assessee to prepare return ] results
documents before preparing return I
¥ 4
Information submitted by authorised representative under Rule 124 will be [ Situation J PENALTY
-» considered as statements made by him in Sec 277. If authorised A\ A
representative was aware that info which the is submitting is false If any person atﬁ)ts [ Encour:ges.] o:; Ino/ucis/ [Suiports/he/ftc]h Same as
' in any manner other p?rs:n, 0 /g;:l/et choun Statement whic et 5
[ Then he can be punishable with Rigorous Imprisonment Upto 7 years AND FINE ] B FESS Y WE TS
[ Encourage them Evade Tax ufs 276 ¢ (Wilful evasion of tax) ]
SECTION 2717 of Income Tax Act
¥ : 1
[ Situation ] [ Penalty ] SECTION 283 (4) & (S) - Disgualification from acting as representative
A ¥
Accountant | Merchant Banker / Assessing Officer (A0) | Commissioner -»[ Subsection 4 ]
Registered banker (Appeals) may direct him to pay
' i [ Reasons for disqualification J [ Time Period J
Furnishes Report / Certificate under Sum of 10000 for each Report / Certificate J
o [ 1) Government Related ]
provisions of Income Tax Act / Rules
f [ Dismissed / removed from govt. service ]—»[ Always disqualified ]
[ Information in Report / Certificate is incorrect ] [ 2) Income Tax Department Related ]
e . . oo . . . Principal Chief Commissioner
NOTE -(1) Incorrect information may be provided intentionally / unintentionally Convicted of an offence related with Income : - S
ding (case) I Itu h / Chief Commission or Principal
(2) Penalty under other Sections will also apply if its intentional like Sec 277 & Sec 278 Tax Proceeding (Case) on whom penalty nas = | " Commissioner will determine
been imposed except 271 (1) (i) / 272 A (1) (d) . .
time period
*[ 3) Others ]
[ Person became Insolvent ]—P[Tl” IV)SO’VGV)Cg Continues ]
[ Convicted by Court for offence involving fraud ]—»[10 years from date of Conviction ]
Continue on next page... CA Ravi Taori
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CNO—LOA.120

WEAKNESS IN ICS LEADING TO FRAUD
& AUDITOR'S RESPONSIBILITY

-»[ Case summary ]

Certain weakness in Internal Control procedure in payment of
=
wages were Noticed by Auditor

-»[ He brought the same to knowledge of MD ]

In subsequent years huge defalcation took place, Ramification of

=
which stretched to earlier years

-»[ Responsibility of auditor ]

-
Communication of } [
> -

Whether information of defalcation was
Weakness

passed on to management/TCWG
4
[ Reguirements of SA 265 ]

1
v v v

[ 1) Is there a deficiency ] [ 2) Is it significant ] 3) Communicate all deficiencies
(significant Deficiencies)

|

-»[ Change [ Additional Audit Procedures ]
A
[ If weakness is identified in I1CS ]
4

[ Increases the Risk of Fraud / Error ]

‘ Possible existence of fraud / error exists auditor should consider potential ’
effect of suspected fraud / error on financial information )
4
[ If it exists & could have material effect on FI ]

¥
[ He should perform Modified / Additional procedures as appropriate ]

*[ Conclusion ]

If audlitor took due care in performing Audit work he cannot be held liable

Fact that matter was brought to notice of MD, will become a Good Defence as well

[ As per judgement of “Kingston Cotton Mills”

I:[ Primary responsibility of protection of Assets of Co is of Management ]

[ Auditor should probe in depth only when suspicion arises ]

69

CNO—LOA.120

PART A GENERAL PRINCIPLES

LIABILITY IN CASE OF UNLAWFUL ACTS OR
DEFAULTS BY CLIENT

[ ChA is Working as Auditor ]

l [ Basic Responsibility is to give opinion on FST ]

He is expected to verify documents / }

[ Duty when Playing Role of Auditor ]
t records for compliance of Law as per SA 250

l

[ If he comes across unlawful activities, he should ensure that its impact is given on FST ]

INCOME TAX OFFICER IDENTIFIED THAT ASSESSES IS
MAINTAINING TWO SETS OF BOOKS OF ACCOUNTS

-»[ Responsibility of Auditor ]

L

&

L, Liability

If there is a suspicion, then perform

r } [ To work as per standards on auditing
additional Audit procedures

|
?

Helping Clients in preparing false

Preparation of Books
set of Books of Accounts

of Accounts

To exercise his skills &

work with due care
If he has performed his work carefully as explained above & he was not able to
detect 2 sets of BOA because it is deep laid fraud & he had no suspicion over it
then he will not be responsible for not detecting 2 sets of BOA & vice-versa

4

[ If FST are not properly adjusted, then he will have to report it in auditor's report ]
.4

[ If Auditor was aware of unlawful acts which had impact on FST but still he did not report it ]
A

[ Then he will be liable for misconduct ]
4

t So ensuring proper audit report is our responsibility. Reporting to authority is J
generally not a responsibility

PART B ICAl CLARIFICATION

->[ Protection under Section 126 of Evidence Act ]

L Just like Advocates, CA's are protected u/s 126 of Evidence Act, they
are barred from disclosing any communication which they made
with client while appointing them for the case

»[ Tax Fraud by Client ]

-'[ Tax fraud related to Past Years ]

Audit for such years was performed

by some other accountant ’_’ ‘
4

[ He should check implication on current year ]

Auditor should advice client to disclose ’

=
‘ evasion of Tax to authorities

-»[ Auditor himself audited Accounts of past years ]

-»[Auditor should advice clients to make complete disclosures about Tax evasion ]
If client refuses, Auditor should inform him that he will disassociate from

| assignment & report to authorities that financial information & reports are
not reliable as per the information obtained in current year

, Auditor should not give details of the matter as it will be breach of confidentiality
(unless client gives consent in writing)

-»[ Fraud related to current year ]

Should ask client to disclose all the income, to make full disclosures &
avoid Tax Evasion

If he does not agree then he should explain this in his audit Report & he
should disassociate himself with the Return
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CHAPTER 1S INTERNAL AUDIT, MANAGEMENT & OPERATIONAL AUDIT ey
E;
&
Internal Audit, Management & Operational Audit BEHAVIOURAL ASPECTS MANAGEMENT AUDIT QUESTIONNAIRE (MAQ)
[ (Meaning in simple language) | ¥ I 4 . .
] ' . [ Nature & Causes ) [ Solution ) [ Role of MA®Q in Management Audit | | Intent of MAQ J
‘ .
[ Management audit | ( Operational Audit ][ Internal Audit J |, | Relationship conflict between Management (" In sequence of Practical flos | | Important tool for management audit | Highlights weakness & deficiency
B v Auditor (MA) & Other Personnel (OP) _{ It is tool to make an enguiry ] ™ in organization
Audit of performance of | [ Audit of operations conducted Majorly involves examination [ Inherently prone to conflict ] ™ (Dcreate atmosphere of trust into important facts
Top Management on mid-level mgt & lower level of internal control systems, ¥ £ friendliness Aims at comprehensive & (Evaluating managment function )
. =d . P
m%fgi?:%:ﬂp%ﬁ e ;gstemsl f_"; oper c;tf/onal & Management auditor being specialist feel p — - constructive examination —| such as planning organizing,
9 nancial intormation superior, other employees think —[2) De;';o onstrate ;hat aslehi U it it [ Appraisal of management actions in  directing & controlling y,
To give suggestions M#A are just like other employees of co. overall program ror p IEEIE &2 achieving organizational objective
for improvement \_constructive benefit ) R Evaluation of ongoing operations by
_.[ Control related points ] O e———— examining its major functional areas
[ MA evaluates effectiveness of controls | all feasible managerial dimension
0 ¥ .
ini ] i Th bl to MA
NEED & STEPS IN MANAGEMENT AUDIT It Leads to antagonism(irritation) ~ Q)M’/n/mum /tyfterference with T ?nswers L
m because of following reasons regular operations ¥ ¥ ¥
: ) Yes Not applicable
[ Need of Management Audit (in the sequence of importance) ] S)Responsible officers with be h ' v [ Pf ]
1 — | kept fully informed & have - -
- . - - opportunity to review findings & Indicates that specific area, I PR That means question
For Ailing Detecting & overcoming To assist in accomplishing | | For improvement repcpomm enil ations g function [ aspect is functioning explain in writing doesn't apply
Trelsiies current problems desired objective of PSU J in acceptable manner With reasons

( shortcut - c-cHIP |

—MA.020 —| Fear of Criticism from adverse findings CNO—0A.020
CNO—MA.02 [ gs ] Absence of empathy

=
STEPS IN MANAGEMENT AUDIT _ Fear of Changes resulting from ] OPERATIONAL AUDIT

auditing recommendations Lack of understanding of

B nd N B /|
[ Step | ]—» [ Develop management audit program ] _[ Hostile Audit style ]_ auditee’s problems

— | Make management audit statement of policy N llExclessl:;/e concentration on Systematic process Economy, efficiency, Reporting reasons Along with
insignificant Errors . —| effectiveness of |— to appropriate | =| recommendations
T : . : X of evaluating . .
—  Establishing audit function (Hierarchical status) Not helping constructively to operation persons for improvements
)

|_improve condition

[ overly critical ]
[)=(msensitive audit practices ]—[: TYPES OF OPERATIONAL AUDIT
[ Focusing deficiencies only ]

@—[ Punitive action by superior ] ¥ 1

>

Staff training program

— | Time allocated & other aspects

[
[
| Allocation of personnel (from various regions & departments)
[
[
[

. oL JCC o I J

v v
— | Frequency of Audit ; ] i Organizational audit Special assignment
quency [Emp/ogees don’t voant to change ] ( Funct/orial Audit | [ organizational audit | peci iq )
] i ; i Function means set of related activities Deals with entire [ This is at the request
[ G (e B e ] L [ Resistance to change ] [Management brings auditor as instrument of change ] [r ] it of =N of managemeqnt
[ Step 2 ]—> [ Conduct of Audit ] Measuring performance through [ Hence employees do not like auditors ] Eg: Purchgse, Rroducti;n, Sa]es, } L\ organization may ‘/ ~
| Management Audit Questionnaire (MAQ) I WESETTG), (HEAATER A be department, ; Eg: ’)_ Cause of
- - - branch / subsidiary ineffective IT system
S0 - - N In this audit, we focus on \ % 2) Investigating the
[ ep ] [Pre — Report Discussions ] L particular function of organization " How effcien tly N Lol possibility of Fraud
[Preparing draft report + Providing supporting info ] (" Such functional audit permits & effectively in a division,
tine & issuing final — specialization by audlitors, they can | | functions interact 3)How to reduce cost
[ Writing & issuing final report ] Yy 5 e \of manufacturing. /
[Follo:,o up of report ] S in a particular field \_ with each other )
_: However, disadvantage of functional audit is
failure to evaluate inter-related functions

.
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NEED FOR OPERATIONAL AUDIT THE FACTORS RESPONSIBLE FOR HIGH EMPLOYEE DIFFERENCE BETWEEN FINANCIAL S
ATTRITION RATE ARE AS UNDER: % OPERATIONAL AUDITING >
__PROBLEMS 4
Layers of delegations of responsibilities separating [ High Attrition Rate of T°CS’ Personnel ] In Financial Audit purpose is to give opinion; g
Management from actualities. Whether they give True & Fair View <
-»[ Timing- Job Stress & work life Imbalance |
W (LGRS NESPESIae o Glreas gl Gadly | Training-Facilities for staff training to keep them abreast In Operational Auditing, purpose is to evaluate all the
direct observation T of Current technigues & Practices activities regarding Economy, Efficiency & Effectiveness
N\
Conventional sources of management information such as department . . -
— | manager, Routine Performance Report, Internal Audit Report, Periodic -’[ Colleagues-Number of people employed are excessive or inadequate ] _[:[F ST is F oa{s Ar 90. — ]
\Special Investigation & Survey, fail to provide information ) ->[ Staff-Unbearable Behavior of Senior Staff J ( All operating Activities is Focus Area |
(s )=(safety Factors (Tow Salary Benehts ) Repart _[[Report Is sent to all Stakeholders, it is Public Document ]
-_> Operational Audit is Specialized Management Information -"[ Salary & Schemes- ] (Report is primarily for Management, Its Confidential Document |
P 2 9
) ( Lack of Welfare Schemes |
tool to fill the vord. (In Financial Audit we don't give any suggestions to management |
-—p
- . — - — Personnel- Lack of Properly Qualified & Experienced Suggestions -[:
N Ionexpetrfswe}fgnt;nu’ous & Objective appraisal of activities, [Persons . wfrk ye p J (1n Operational Audit we give suggestions to management ]
perations & Controls

R Zoforms Management of What has gone wrong & how it
as gone wrong INTERNAL AUDIT

Enlightens management of Possible Dangers, Constraints DIFFERENCE BETWEEN INTERNAL

nd > Opportunities AUDITING & OPERATIONAL AUDITING Note: Please See Company Accounts Chapter for section 138 related to Internal Audit
also see SA 610 on how to use work of Intemal Auditor(1A) & take direct assistance of

Internal Auditor

[ Intemal Auditing |

OBJECTIVE & SCOPE [ Focuses on protection of assets & data of the oganization ] (__pefinition / Objective / Scope of Internal Audit ]

12

| Protective Function | Focuses on whether controls are designed & whether ’ " As per framework Governing Internal Audit and Sh
[ Scope/Objective ] —_— [ Depends on Following Mattes ] employees properly implement them 610-“Using the work of Intermal Auditor”
1 [
- id 5 Jo: (iohether cash & stock are protected | [ Interal Audit covers evaluation & improving effectiveness ]
Attitude of Management, Are they Open-Minded Qualities & Sense of ( Physical examination of Cash ] E— —
with Broad Vision, giving necessary freedom & Sanction Perspectives ( Whether there is proper security & arrangement for stock ) Examsp/es /V’z’lca:“”g 7%92?95 &
to Perform Operational Audit of Operational Auditor @y & reanney Gl
Operational Auditin - N N p\
L op 9 | | Governance | _ Governance |= Example: Assessment of Governance
t T d (It's a development function | Process Process in the accomplishment of
bination of th ; ired o th i2ati a £ el b N 7 objectives on ethics and values.
‘ Combination of these two is required so that organization gets advantage from ’ Funei Focuses on appropriateness of management objectives & goals L )
Operational Auditing & whether proper policies are framed to achieve them Py e N
Risk Risk Example: Evaluation and management
( Whether cash management is appropriate | > | management | = management - of Ri Sk. Exposure forcomp leg financial
system o instruments transactions
[ Example ] ( Whether cash balance is excessive J ~ J
Generally Operational Audit Objective includes Stock management policies regarding re-order, obsolescence, ([ Reviewof \ [ h
] and overall inventory management policies and are they N compliance - Example: Review of compliance with
¥ ¥ ¥ 3 P PDrODriate with laws & newly applicable Tax Regime.
; et ; s N g RRLR
EAppra/sal of object/ve} E Appraisal of Appraisal of Performance Appraisal | \_ regulations ) | Y,
and plans Organization Structure Controls -~ N P . N S
- = ong . .
i e i L, bl the Modern Intemal Auditing Suggest there is no difference Evaluqt/V{g & Example: Monitoring through Exception
ps per past performs, Whether it is in  vohether effectiveness, in Internal & Operational Auditing mop/tonng Reports is Continuous Control Management
per past p Conformity with efficiency & economy Related t of internal )i
size and present = Y Controls : elated to +rol Tool in ERP system
circumstances Management designed are \___ of operations ) Tl \___controls ) \_ )
Objectives -~ 2\ CNO—O0A.140 Controls Review of £ le: Reviewina Store M ;
\_ Jrectives ) adeguate Sdlat aeeaalile . ) xample: Reviewing Store Managemen
( : N e i Gl P i DIFFERENCE BETWEEN OPERATIONAL op eratlf/;g | Practices visa-vis Industry's Best Practices
Matching — | Standards depending % MANAGEMENT AUDIT activitios
| Responsibility on availability CEom N ™
b BLae G Example: Internal Audit for identifying
& Authority p ~ ¥ M financial ;
\ ) o T
Evaluate whether [~ Management Audit (operational Audit | nd P R =>|  reasons of Year-to-Year deviation in Profit
L performance s 1 Ty ¥ & Loss Account Items )
/s as per Standards | | Audit Of Management | | Audit For Management |

14 14
| Evaluate Quality of Managing | [ Evaluate Quality of Operations |

CA Ravi Taori
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CNO—I1A.030 - CNO—IA.020 D
S |= | Organizational structure
SCOPE OF INTERNAL AUDITING INCLUDES (org T ) INTERNAL AUDIT REPORT s
REVIEW OF MANAGEMENT FUNCTION Can be done by operational auditor also & internal auditor also, . . (_q’
auditor will have to check whether | Reporting gener 0”£I/ happens in 2 stages | 3
[ Following management Audit functions are covered | The structure is designed to achieve organisation ¥ 4 S
ioct] ) St Stage 2
[ Shortcut — ’nternal auditor ne GRASP karni chahiye ye chije ] objective effectively ( harmony ) [ afe | ] [ f } <
E]" (Review of Intemal control system & procedures ] ' | Assignment wise Internal audit report I Periodic Audit Report (governed by siA
0 —— . ( For this Evaluate Following ( M Motors BaNS D’efective Structure) | (governed by si# - 370) 380-yet to be issued by ICAI)
= ( Relevance & Reliability of Information ] p ﬁ 7 =z o e e
- - - - ST A covering specific area omprenensive report ot all Interna
- [ Accomplishment of Goals & objectives ] _’[ Grouping of act/wtle‘s for managerial colntrols ] . . ~ funct/‘og /F;art of entity ] | audit activities during plan period
@_. (utilization of Resources ] ->[ Process of managerial development ( vital for fast growing enterprises ) ] N \(Plan period is generally Quarterly)
—  Custodianship & Safequarding of Assets ] - Satisfactorg‘ balance betb‘?ef".’ authority & r espons{b/‘litg ] N f:;;gitoezlzbz:s;’gz;’:e:’t was ] (Summarized information with some )
(s )= (organizational structure ] @_;[ Z)(oezl‘l/f; \i‘e’fpég’% oefr; ifﬁoyz,sngglty Between managerial staff at headquarters and ] - 9 g | parts of assignment wise Internal
Reviers of Compli #h Polices Plans. Procedures & Reoulati 4 9 Report is submitted to auditee & \Audit Report )
[E]" (Review of compliance with Polices, Plans, Procedures & Regulations ) -»[ Span of controls should be reasonable for each executive ] | local & executive management — - ~
T 3 on 5 — - Highest governing authorit
[I]" [ Review of Internal control system & procedures ] Dual responsibities can be avoided, where it is not possible, then fix what is primary [, refponsiile For Ingtema ) Aueyz’it
I Responsibility & to which particular senior . .
¥ ¥ A ¥ v \(genem/ly Audit committee) )
Assessing the Whether they Minimize wohether internal Reviewing @-’[ No undue dominance of one functions over other |
design % operational are operating overall ether interna limitations —( Structure should be simple & economical J
. . controls are cost CNO—IA.100
efficiency & throughout the intermal offoctive of Intemal
effectiveness period audit risk controls @_, (Review of Compliance with Polices, Plans, Procedures & Regulations ] KEY ELEMENTS OF INTERNAL AUDIT REPORT
¥ : ¥ 1 3
Inherent Risk Control Risk Detection Risk — | Overview of objective, scope & approach
[ J /| ] Whether functional Examine system of periodical - " [ - d 2 g - ]
ST : segments comply with law, review specially when there is ‘Z"t elis Gpaite — (Internal audit was conducted as per standards of Internal Audit )
@ - [ Relevance & Reliability of Information ] requlations, change in method & nature wea ”ezls_ej - :?99 ese — Executive summary of key observations covering all important aspects |
- . remedial actions
¥ policies, procedures & plan of operations — Summary of corrective actions for each observation J
Evaluate reliability & integrity of financial & operating information given = = =
to management & extemal agencies —  Nature of assurance if any derived from observations ]

CNO—I1A.060
1 [Examine rehablhtg of financial & opemtiona/ records J INTEGR'TV OBJIECTIVITY AND INDEPENDENCE CNO—IA.120
. ) — A, .
For this [Check whether there is Exception Reporting J OF INTERNAL AUDITOR Important Concepts Related to Internal Audit Report

Usefulness of reports ; ;
2 J [ Set of Core principles fundamental to internal audit function & activities. | No Internal Audit Report Fh all be issued
Costing requirements r =>| In final form unless a written draft of report nas
| Costing regui ) ; Draft Report n final f / tten draft of report h
v S . been previously shared with the auditee
(6 )= Accomplishment of Goals & objectives ] ( Independence ] ( Integrity ) ( Objectivity )
[ Whether they are clearly stated & attainable J v Honest, Truthful person ¥ [ Content & form will be as per his professional
Y Y Indeeena’ence shall be of -{0  hig . integrity ] Especially in gathering Content & form |~ Judgement & in consultation with auditee &
[lg;eci;e guantifiable terms ; ’_> To achieve them proper mind & a;:pear ance ;h o 2 avalaiian 6F Bads \inputs from other key stakeholders )
oth monetary & Non monetari ing i ] ] Operate in hi ; ,
———— bf/ e be/ P’a””'"fh;Zj;”i’:zoz‘;dgetmg (" Check no undue influence, E prpo fossional Vgn agn or ] & Evidence [ Time Frame )= Report should be issued within reasonable time
[T e i e ] no undue pressure, no - - ¥ VA e frame from completion of Internal audit work
interference in establishing | | | Fair dealings ) ) udi )
@*[ Utilization of Resources | S the scope J b et ] ~ Not aliow prejudice or
¥ \dentify facilities/ ¥ Avoid confiict of interest bias to override his objectivity,
For this compare Actual performance with operating —| e entiry a;’.' I;es Position & reporting of Not seek undue personal especially while arriving at
standards & norms [0SN] for resources esouor,ces w‘l e dare Chief Internal Auditor — | benefit / advantage of conclusion/Reporting
- L AR within organization his position
[ Evaluate whether proper 0SN have been established } L e )

! [ Review methods of establishing OSN J

| Examine assumptions made while setting OSN J

Whether 0SN are detailed enough for each resource / QUALITIES OF INTERNAL AUDITOR

facility so that it can be used by operating person for

monitoring & evaluating performance ( Expertise J ( Basic knowledge J
7 T 7 a 7 ‘ n evaluating management control SyStem ’ Uy)derstay)diy)g of may,agement h
@"[ Custoaianship & Sateguarding ‘: Assets | (especially financial and accounting controls) JI™ principles & technigues
¥ L4 (In Accounting Matters | -
Asset Related J ( System related J (n i v ] Commerce, laws, taxation, cost
(Verity existence ) Lozew ——— n Financial T1atters | accounting, economics, quantitative
™ of Assets D SN O G ) Note: Quality of maintaining Confidentiality methods and EDP systems )
< - |{Review Intemal controls for Intangible assets J ~
e o DY 9 - -
N Safgguar ding assets In case of electronic data processing review physical Techr{olog y and commertcml _ , C A RaVI Taorl
against loss %5 I o Faciliti practices of the enterprise. CAVishal Bhattac's —
L V. ystem controls on processing racilities ) 3 VSM ART - @@
_:whether all assets are | ACADEMY '5‘2‘:‘.:.&%?1:
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FOLLOW UP/MONITORING

[ Governed by SIA — 390, “Monitoring & Reporting of Prior Audit Issues”

-

Report any open &
pending matter to
management & TCWG
(Audit Committee)

Evaluation of
corrective actions -
taken to resolve
them

The term Monitoring &
Reporting refers to Periodic
tracking of issues raised
during Prior Audits

 efinition |~

Chief Intermal For — ’ o
Responsibility |=» Auditor =| continuous. |= . fpa N Cost;;re or prior
is responsible monitoring p audit issues

[ There shall be formal monitoring process as pre agreed with management & TCWG ]

[ Reporting |=|  To achieve above matters he makes || “Action Taken Report” (ATR) |

¥
[ Review whether follow up Action is taken by management |
1

CNO—DD.020

CHAPTER 16

Part | — DUE DILIGENCE

CNO-DD.060

DUE DILIGENCE, INVESTIGATION & FORENSIC AUDIT

FINANCIAL DUE DILIGENCE

/xuditguruin

v v
[ If no action is taken within Reasonable time Where management has )
v accepted his recommendations &
[ Draw management s attention to it initiated necessary actions
A4
12

Periodically review the manner & )
extent of implementation of
recommendations
¥
Report to management

highlighting the recommendations |
¥
[ Which have not been implemented )
fully / partly

If management has not acted upon suggestions
| nor implemented his recommendations
¥
[ Ascertain the reasons

)
\
]r
1

CNO—DD.040

v v
DUE DILIGENCE V/s AUDIT [ Timing ] [ Objectives ] ]
T I > (Commences after the Poaanng) i e - N
Due diligence ; It is go beyond the ‘
[ 9 ) ( Audit J AEE vy /‘n/'t/‘agl /‘nfoyrmation Generally Be cautious &
P OF prospective 1 financial due understand scope
Examination of a prosp ¥ 4 has agreed ided / li )
T busi : L proviae % see rea a’[/;gey)ce IS of assignment
potential investments usiness Independent Evaluation ¥ laaie o o treated as J
to confirm all material opportunity examination N ( Initial price is based on | of the proposed deal complete due M
facts [target co.] b T o 3 i
- & whether it will be diligence Unless it is
| [ of ﬁnanc;al’statements ] > Net worth ] veneheial for the or %gmﬂ due a’etall;led to
Financia : ; — = Past profitability/ ; iligence cover all aspects
: vecord Relevant For [ With a view to express opinion ] ‘ pt rends 9 \acqwree CREy) / N 5 pects )
-> e & | = Investment :
financial QEicns) \eBsekiy Covering all (1t should be only )
records the fin z;nc;:l on the financial
aspects 0  aspect of the dealj

other
due diligence

CLASSIFICATION OF DUE DILIGENCE

LOCATION
e FACTORY

Looking at
Factory
“Commercial

[Operational DD”

Acquisiton CA checking “Legal
Compliance” at his office

LocC ATI ON - After Receiving Proposal for
CA OFFICE

—

History

0,

ﬂ

Financial Pr@ecttons@

)

[ Managing Director ]

Look:ng at Labour
“Personnel DD”

Looking at Smoke 12 4
« q » [
Environmental DD " n

:i‘ ?‘_

c

Looking at Tax
Notice “TAX DD”

S

s 7
o Looking at Computer
A @formaﬁon Technology DD”

— ;
Looking at Books of
Accounts“Financial DD”

9 Factory Office

IN

4

4

ff

i

[Signiﬁcant Accounting Policies @

[Review of Financial Statements@

©

[ Statutory Compliances @

[Cashﬁow

[ Human Resources @

HR Head

Legal due I _I:[ Compliance with statutory requirements |
> o)s
diligence | Review legal title deeds of property owned |
Operational [Plant
BT proa’uct/wty & longetivity]
Commercial / Operational
= .. -| from different Strategic [longterm] |
due Diligence
perspectives
Commercial [profitable] |
Are in I/ne
e S
N Pe;.lc;)pnel due ]_" Entlt/es’ p«?rsonnel
L figence policies | Need to be changed to achieve I
objective of restructuring
_: Environmental | | Flexibility & adaptiveness to the acquirer entity
| due diligence [ready to accept new owner]

"[ Financial due diligence ] '[:[

( Analysis of financial matters & books of accounts |
After completion of commercial due diligence ]

~| Tax due diligence |~ |

Look at the tax effect of merger or acquisition ]

[Inform ation Technology ]-»[ Eaalhae ]-»[ Computer systems & related matters ]

due diligence

73

CA Ravi Taori

CA Vishal Bhattad's

VSMART h3
ACADEMY ?a; ;;EJ.
. L B
Auditguruin pRAT2
Telegram




£
5
SIGNIFICANT KEY AREAS TO BE COVERED HIDDEN LIABILITIES & OVERVALVED ASSETS REGULARLY OVERVALVED ASSETS S
. . . ©
| Background of the promoter | [ Tumning points |1t is generally part of review of financial statements | [ Shortcut - IIT says Fixed assets are overvalued | %
; Hidden liabilities [In th f import
Historical History of the company ] We ma "[ Survival SfmtegieS] idden liabilities [ln the sequence of importance] J [ Carried at cost but NRV is much lower ] >
—> o) un dersta%) 4 |- [ Show Cause notices not disclosed as contingent liability | -»[ Investments ]-I: [ = ; ] <
Nature of the business, = Ad f 6 t . Lower rate of income [ return
PR P 3 v o [ reej::fcg So L Governmen _[: [ Long pending tax proceedings ] ( oheoet ]
facilities warehouses tax liabilities Indirect taxes .|: . SOELE
T 3 Pending final assessments where 5 Valued above NRV
products & services -»[ Product life cycle ] ‘ provis?on al assessment is done ’ _’[ Inventory ] [ Slow moving ]}[ ]
& markets [

Huge inventory of packing material ]

-'[ Market share ] — | Shareholders |=| #Agreement assuring buyback of shares at a stated
price at the time when the shares were issued [ Vneaiaeed | prashaaa e ]

. . ; ; : | Trade receivable -[:
bg;ihu Vcnfeptt%lye;g "[ Appropriateness of assumptions ] | Financers *‘ Letter of comfort issued to banks & Fls on behalf of ’ [ ] [ Group co. balance under reco. ]
2

' anrealistic subsidiaries, associates,J.V. _’[ Oboele PRM ]

Workings & its L M - -
N . ) d
appropriatness ( Impact on overall valuation ] [ These are not guarantees but detailed analysis of the circumstances ] _'[ mparire ]_'[ Due to sudden fall in MV ]

Projection for

Financial
=> . . -
projections

next S years

of the company & letter is required which may need to be shown as contingent liabilities ->[ Underused ]
. ->[ Fixed assets ]—
‘ As per goveming statutory I ~[ Areas of change | = | Subsidiaries |=| The company may agree to indemnify all liabilities & contingent —|( Litigated assets & property |
— requirement liabilities for some subsidiaries, businesses sold
S/gn/ﬁcqnt ‘ { Correctness J s "[ Capitalization of certain expenditure [i.e. Revenue nature] ]
acpc:;;:y/::g [ Appropriateness ]-[[ Impact on overall ] [ These may need to be recorded as liability or contingent liability ] -»[ Intangible of no value ]
[ Changes A [ Unfunded gratuity J
[ Diff. from acquiring enterprise ]_" E:ji;t of such ’ , [ Superannuation J]»[ Incorrect valuations ]
ifferences = | Employees
= _ Leave salary liabilities | CONTENTS OF DVE DILIGENCE REPORT
- : hy
->[ Review of financial statements l Evaluate P&L | = extraordinary { Wage agreement expired ]-»[ Huge labour claims under negotiations | [ T a— J
[Evaluation of operating results ] item ey o iy
(Compute trend of past 4-5 years | Assets [ Product return / discount | P startof the report | [ Szpodizals |
Compute gz Iwpact of | Damages for late deliveries | ( Terms )
[Compare actual with budgeted ] indicative valued over — | Customer =
Benchmark against similar gy Liabiliti i vaIuaZ/'on [ Warranty liabilities ] -’[ Legel 08 report ]
ark ag of business faoities 2Oy e : | Operational DD report |
companies have been |4 { valuation | Other litigations / claims |
j2ed
[ Cash flow generating abilities ] recoghize [ Environment problems/ claims / third party claims ] _’[ Personnel DD report ]
_’[ o ] [Trends ] "’ oBer Thivdpareq ia bil/‘ties] [ rture fooce iabilites ] -»[ Environmental DD report ] —[ Same points as classification of due diligence ]
; I = Financial DD report
[ Ability to meet cash reg or external help is required ] [ Contingent liabilities not showon ] { < DD rFt) }
- ax DD repo
l Ability to recover money [ Government ] -»[ IT DD report ] - -
from trade receivable & = | Suggestions on various I_’ Highlighting
inventories ( Banks J | JERSUR S ]_l: aspects
[ Able to honor commitments ] [ stakeholders | [ Executive Summary ]

[ Trade payable ]

[ Malke list of laws

[ Malke checklist of compliances of law

-»[ Statutory compliance ] [ Whether non compliance or irreqularities

)
)
)
)

[ Punitive charges (Monetary)

->[ Human resource ]

- - [ Job profile of administrative & managerial staff ]

Pay package Which majorly
of key | =| affect employee [ How much labour force has to be retained ]
emplogees G [ Whether PF/ gratuity / ESI / superannuation ]

Properly paid
& funded

Assess impact on financial status &
going concern status.
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Part 2 — INVESTIGATION
DIFFERENCE BETWEEN INVESTIGATION AND AUDIT

Audit J
[ Whether FST give true & fair view |

[ Investigation | (

For specific purpose |

2
Keep changing

Fact

[

Happenmg of fraud |

CNO—INTG.040
Step |
[ Determination of objective _|:

Meet CEO

Step 2

STEPS IN INVESTIGATION

Determine purpose

Obtain clear instruction

[ What Period should be covered
[ Establishment of scope —[[

Location

[ Nature of business ]

[ Structure of business ]

program
keep/ng in mind

( Make investigation ]

[ Instruction from client ]

CNO—INTG.060

SPECIAL ISSUES IN INVESTIGATIONS

[ Shorteut : -Dispute mein log investigator se FAVOR aur Working papers mangate hai ]

Sometimes investigation arise out of

Dispute &
dispute & conflicting claims

= conflicting

Information & document can be
prejudice (biased)

claims

Keep the interest of all parties in view

Invest/gat/on
e ) paen”

»(Investigator should refuse ]
| to be futuristic

Futuristic |-

Assessing |-

Particular |_>

Eg. Whether \
situation

to invest

( Mandatory |- Companies |

Voluntary or Ordered
as per co’s Act

Applicability (

( Voluntary |- For others |

Half yearl
yeary

Law
75 _[__
Governed 2 Standards
on auditing

[ May Cover ]-[:

( certain part of year

( Who can perform |

[ Time frame |

] ( May Cover |

[Labo (some t/‘mes)]

Governed by ~|:

Scope
2 Letter of
engagement
[ Preconceptions | [ There is preconceived notion ) [ No preconceived notions |

[ Sampling/Detailed ] [ Detailed l Sampling ]

Accountmg
principles

Accounting
principles

M
RN (e JI;[W m-{ Compliance |J£M

D/sc/osures

Evidence

Conclusive

D/sclosure

[ Majorly persuasive ]

Reporting [ Appointing authority ] [ Shareholder and owners l

[ There are Inherent limitations ]

(Inherent limitations | [ No Inherent limitations J

Meet |
godown
manager +
Production
Manager

Keep updating it as
per knowledge gained

’ [Scope of Investigation ]

Collection of

Programmes are designed and implemented I
evidence

le to collect evidence

14

[ Examine all available evidences J
¥

[ Evidences should be convincing ]
¥

[ Eliminate and corroborate evidences to reach truth ]

Analysis and correlation of _,‘ Economical ’
fact and figures consideration
Anal%sis ->[ Political ]
an ; -
Interpretation [ Conclusion based on facts ] :
While interpretation of _'[ Nature of business ]
data keep in mind -»[ Competition faced ]
-»[ Historical pattern of data ]

Step §

Meet [
CEO

_’(He may assume that past trend
\continue in near future

_’(Depending upon that compute
\_PV of business

[ He cannot project new trend & take
L,
__hypothetical assumptions & establish a value

Assistance Get general
L, (IF yes) -.‘ 9
of expert |~ ’-’ I consent from client J

= | Verification | =

Decide whether help
of expert is required

H

If related to serious

It can be 100%

or selective circumstances

100%
-
verification

Depends upon ]

Use statistical

Reporting of

Nature of report

findings ]-{ governed by

|

Findings of investigation

by accountant

’ {[ Instruction given by clients ]

)

matters such as fraud method instead of
test check
Other matters like Selective (Judgement
. - - Based)
profitability of concern approach
[ Opinion should be based on facts & nothing more ]
L opon )
If not able to establish facts with | —| Qualify or give
the help of records & documents disclaimer

related to matters like value |=| on audited = from

DepeVldS on circumstances can re’g Get th/‘s m wnt/ng
of business/goodwill FST client in advance

He cannot assume
things he has to check it

~
Reliance
= on audited
statement \_

Related to books of -
accounts & FST

_>| Useful in drafting ’
report

_’[ Working

Retain all working ]_
papers

papers

Helpful to provide evidence ’
in court of law

»l
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expenses separately & also 6.P. & N.P.

| Manipulating stock records ]

£
CNO—INTG.100 : -
G INVESTIGATION ON BEHALF OF INCOMING PARTNER [Breakup of annual sales product wise with their trends ] L | Concealing theVZI as damaged I e
- goods )
¥ 1 3 - Evaluation . [ Removing goods I ©&
s Stock - . (
[ Purpose ] (veas 1o be covered ) . ’ Analyze P&L of past S year showing income & from premises %
L <D

v v
[ Whether terms offered } [ Capital contribution is }

safe & applied usefully [ Strength of profitability }

to him are reasonable

CNO—INTG.160

¥ ! 3 _» _[:[ Current Assets to current liabilities ]
A Present siuation & Financial stotement numerator | (" quick ssets to Quick liabilities | INVESTIGATION /S 210 & 213 INTO THE AFFAIRS OF THE COMPANY
Reasons Partnership deed Analysis

- — | [ Equity & liability [ Equity to Fixed Assets ] ([ [eNo 640.000 & cNO 641.000] )
[ Ascertain history -.[ Present situation ] -»[ Profitability over the years ] |, | Computation of | A .
@ relevant ratios [Equ/tg to long term loans ] [NOTE — Common answer if question is for investigation into affairs of the company
| L (PR I (" capital employed & rate or there are financial irregularities in the company by interested parties]
employed —|  of return as compared to [ sales to Fa l 3
: — L other business ) : : Sales to inventor Sec 213 & 210 governs investigation into affairs the company
ve al:z;ir;g:nth e Quality | Likelihood of P < ‘ P& L 'te”f v ’ | v [ ¥ }
offer & also leaving org Asset & liabilities position numerator  sales to book debts | Affairs of the company may include everything from source of financing
understand 5 - —( (whether tangible assets are (Return on C.E l investment made, assets acquired, contracts entered, income & expenses etc.
ot [ Quality of clientele ] financed by =
neLner. partner’s investment)
senior partner is

3
[ Positions of orders ] ~ J

et . I . — i ik i : gath
TT FR Appointing authority issues order specifying terms of reference for investigation
L[ Partnership deed | [ Assest related ] [Liabilit/‘es related} WAYS OF COMMITTING FRAUDS Uz 9 g pectiyry 3 g ]

] .' ’ Specialvclause | ( Manner of ) || Terms of loan - [ Cash receipts & customer ledger frauds (we have merged as points were similar) ] [ UBE Gl seould Delinlaritivg ]
Composition of partner, computing finance . , , ,
capital contribution, drawing . oodwill S - . . - - [ He should clearly understand terms of reference if there is any doubt obtain explanation |
viohts. Retirement benefits Allow admissions gooawilt_ | —— _ [Showmg large cash discount & withdrawing difference ] ¥
‘ b y llocation, fi jal ’ of new partner on (Valuation of S 3 , | [hvoice [ If there is ambiguity, ask for exact points & understand limitation ]
Jov allocation, ”‘t”"c’ @ concessional intangible | | impact of related Entering lower amount on counterfoil as compared to actual 9u'ty, &
managemen terms ; incomplete difference & withdrawing difference
6}5;(?;5 hL(;I:oe \_Sontracts ) -Step 2
Defining scope
\_&patent | Valuation of ) . Short debiting customer a/c & later @
contingent withdraw difference Decoding which companies should be covered like subsidiaries,
= liabilities & T W <al —— ™ | associates, IV’s
pending Manipulative ) |,| Showing cash sales as receipt o
assessment > Accounting & |- credit sales & withdrawing such amount

Deciding areas to be covered book of accounts, financial matters, \
then withdrawal production related matters

Accoumtin | Receipt of one customer credited to another
CNO—INT6.120 = elated 9 |- customer & withdrawing the amount -[whether transaction with all the related parties & subsidiaries to be covered ]

INVESTIGATION ON BEHALF OF BANK FOR ADVANCES ,| Showing fictitious sales return & Step - 3
withdrawing amount P

Decide time period ] —’[ It should as per terms of reference ]

!

—

Reason for obtaining loan ] Writing off balance

_,| Misappropriating ‘ as bad debts
Coleciioy Writing off bal. as

allowance & rebate J

Withdrawal &

Source of repayment ] L then Manipulative Step - 4

Accounting

——

Frame programme ]

[
[
{ Availability of security }

[Procedures —| Collection of information ] ; [ Undercasting receipt ] ( Programme is a detailed step by step
; 1 . y Ba’;”’tc’g’éi .|: —| instructions on what investigator team | 4 [ ) onld b
relate : rogramme should be
Overcasting payments ] should do 9
( Past ] Present ) | Future : J [ 9 pay > P e I m T
; C D Assumptions made — ) : 5 i i
[ History of growth | || Authorization of | || ) ard/‘n; profitability [ Paying for fictitious, duplicate bills ] Whether it S?W’d cover non;omphance " QNS00 YIRS
Financial standing & MOA & AOA 1 or company s ac
reputation of com ;fany - . T = c.ash 9 SHSIation *( Inflating Booking purchase at higher rate & making _’> ‘ e
e | (_Availability of cash ] T excess payments Whether it should cover maintained as programme
: | IS GreEs | Schedule of et - - diversion of funds. Is execute
m— l +of | I Excess i)oja/mg ofdb\}a e sheet & N (S
VEPEGAERE O Hoets withdrawing difference r
— 7;‘78Z§,~rngf - J |, Whether it should cover losses incurred |
loan amount [, Cash payment & Falsifying personal expense as L by the company
supplier ledger | business expenses

— -[{Existence, valuation,ownership J P T pr ] -|: Suppliers Step- S
ssets
[ Adequately insured ] L balances Assistance of ’ [ Think about experts whether they are ]
—

experts
Showing fake refund to customer ’

& liability

L Evaluate assets J
-—)

Present & future obligation ] required in investigation

Liabilities -[{

Completeness of liabilities | p - & withdrawing amount
ccountin Step - 6 . . q : 3
- related 9 Collect all evidence which was required, After its analysis he should
. Suppressing credit notes & withdrawing ’ Reporting |— frame conclusions and he should keep record of all the documents
Continue on next page... excess amounts he has used for framing conclusions.
76 Continue on next column...




c
CNO—FA.060 ST . - )
Part 3 — FORENSIC AUDIT -»[ Mindset ] [ Professional Skepticism ] [ Investigative Mentality ] » . ?L:etttr; n}dlczt/onstm:/ch ;reates s;sp/cmn ] g
ags at the fraud must have happene
> period | [ Normal Accounting Period | (N such limitations | ! ©
PROCESS OF FORENSIC ACCOUNTING [ Different types of red flags ] =
o - Process [, Transaction Material & which can Material as b\)e” T 1 T 1 g
[ Purpose of the assignment ] related | - Examined become material as Immaterial havi J <
[ Step | ] [ Initialization ] [ Preliminary investigation ] oints Operational Benavioura
d J p Test of control & o b . Red Flag . . 4 R S Red Flag
[ i i ] o substantive procedures Investlgat/;//e, Substantive - Financial ccounting System Fo B
— -»__Tec nique . Depem/ance on Audit trail I;rocteh ‘2’;5 ‘Z In ,‘ i Performance Red Flag spending,
| Step2 | [ Develop plan |- | Set objectives, Scope Methodology | & Sampling i ecking :I;/e" ory; red flag Ex: Low 6P, Ex: TB don’t match, fighting &
norma ) laints
Obtain Relevant . Low C&B Ledgers don’t match complaints,
S 2 g [ Evidence May Include ] *[ Evidence Persuasive ] [ Conclusive ] B not answering
]
v 2 2 2 v v
Economic Company Related Expert Report Person Asset || pocument/ Verification
Information Information Related Info || tself || Statement of stock, " sometimes M ) CNO—FA.020
: 'y || estimated ometimes _"""963’9" Independent verification FORENSIC AUDIT TECHNIQUES
realizable of Representation used as of selected jtems
[ Sufficient To Prove Identity Of Fraud/Mechanics Of Fraud/Clear Chain Of Custody J va/uet of L Evidence ) [ Chatar is LAST in learning in GbC Technigue ]
assets,
‘ Cleacr Cthcg‘n of ]_" Sequezce ’of ;v;i!t;y{ce c?tl{ect/:on, Cuito;v’gc, Trrctmsfer, provisions, p N [ Ever Increasing Mountainous Data ]
ustody nalysis & Disposition in Front of Cou Others liabity Used to check compliance | ( N
- \ % ; Computer Assisted Auditin ] 3 ;
. Procedure & Arithmetic Regulatory & pZ)Prlety _,‘ ﬁechmques Cean) 9] [ Scarcity of Resources At Auditor Disposal ]
-> [ Summarising a Large Number of Transactions R OFF balance L Accuracy )\ examine ) (CAATs) are computer programs that the auditors
R [ Gy caaie B sheet items use as per of .thef audit procedqres to process ,data
5 Jr— N (O  enal determinati 2 of audit significance contained in a client’s
Brina it to P t Val W ® Lineyy) Uneeliiy) Gauneti. egal getermination information systems, without depending on him.
Step 4 Perforlm the |I* [ ring It to Tresent Value b Adverse Quantify subject to of fraud, perpetrators g penars
Analysis R [ Sensitivity analysis findings L availability of data ) \of fraud, Amount of fmud)

= [ Validation of Physical Evidence ]

> [ Trace the assets ->[ Altered & Fictitious Documents

)
)
)
)
] )
) 5[ Document Dating ( How old ) ]
> [ Sections in -»[ Nature of Assignments ] Laboratory ‘Analgsis -»[ Ink Sampling CAny change) ]
Report " of Physical & - 3 ]
] |
) )
)
)
)
)

b [ Use computer applications, charts, graphics

( Sc:pe Eroader Electronic Evidence +| Forgeries
' Investigation -> = (oIt means it includes all the examination whether to "[ Finger Print Analysis
[ Approach Used & Limitations es;a[;l’/‘shffacz i Ex;q value 02 the )Iana’, cost of production, -»[ As per federal Rules of Evidence (acceptable)
(Steps | [ Reporting M 1 (LG A T S e 2 G b [ Computer Forensics ]

[ Findings
i
[ Facts/opinions

* To evaluate situation whether to go for partnership or to
investment or whether to give loan etc.

-»[ Hard Disk Imaging

)
-»[ Email Analysis ]
)
)

. ‘ Analysis U f Info & Possible Mi
; Forensic When we do examination with intention to generate »[ R s G L]0 P
Discuss Fraud Schemes Audit - -
evidence which is acceptable in front of the court or authorities "[ Search for Erased Files
L [ Facts Should be the Base & Not Mere Opinions I Chor st 6 cnsiasly dhattn o Crstal
v v
; of above evidence
> Report & evidence should be such form that When we focus on accounting record When we examine range of
AR such be presentable in court of law 4 ol d 4 . I
Gaaes I or financial documents to generate ocuments & interrogate people Continue On Next Page...
N [ Team Should Be Able to Explain It ] such acceptable evidence to get such evidence
i i
[It will be forensic accounting } { 1t will be forensic investigation }
DIFFERENC
° When our intention is just to find out whether
Fraud =1 f;0ud has happened & not
( FINANCIAL AUDIT ) FORENSIC AUDIT J Auditing raud has happened & not,

®who has performed it & to what extent it has happened

Generate Evidence

[ Objective ] [ Express True & Fair View ] 4 Financial Investigation to
Prelimi- Acceptable in Court of Law
nary
points [ Mostly used in context of Fraud ]
[ Applicability ] [ Mandatory ] ( Response to an event
(vo,untarg) J CA Vishal Bhattad's CA RaVi Ta o ri
Continue on next column... Xg Alvll)EMY ' @""t @
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For Data Extraction, Querying, manipulation,
Summarisation & Analytical Task

o

b [Easily, Flexibily, Indepently & Interactively

Generalized Audit | |
Software

b [ Formulate Range of Hypotheses &

(s

Test Them Immediately

-> [For Ex- ACL, IDEA & PAN Audit

(D ) WD |

> | Trend Analysis

Careful Review Of historical data to identify
> | expense & event that would be analogous to
a snowyday in muddle of summer(unsual)

Statistical &
Mathematical -

techniques

-> [ To discemn the outlier event (unusal)

G AN

> | Ratio Analysis

Computing Financial Ratios that Gives
L | Indications Of Financial Health & Also Data
Analysis Ratio On Fraud Health

> | Every Transaction Lead To Digital Footprints

(7]~

Technology based/
Digital forensics

E

Phone Logs & Target Hand Drives

techniques > [ Take Legal Advices so that it does not amount

evasion of Privacy

by

[ Close Scripting Of Emails, Accounting Records,
[ Some of forensics tools

- J~— S

[ Shortcut = Chatur Digitally Sells MEALS ]

- [ Cross drive analysis ]
@ - [ Deleted files

- [ Stochastic forensics

- ( Mds

]
]
J
- [ Encase ] -»[ Software to analyse hard disk ]
]
]
]

Analyse normal data usage &
=| abnormal data usage

-»[ Software to verify integrity of file ]

@ - [ Live Analysis
- [ Log related

S | = | Steganography
|

-»[ To analyse active system ]

Free Iog tools

-»[ Finding hidden codes, messages ]

Gy

> [ Put yourself in the shoes & think like you are suspect

General audit ’

. + [Find weakness within organization controls
techniques

L [ Circumvent defences yourself

Automatic running large volume of data hidden &
finding unexpected patterns

> [Categorisea’ in 3 ways

)
)
)
]
)

CNO—FA.100

FORENSIC AUDIT REPORT

/xuditguruin

\

[ Statement of Observation Gathered & Considered While Proving Conclusion Evidence ]
[

[ To Give Clear & Concise Information To Persons ]
[

[ Factors To Be Considered For Various Presentation Of Reports ]

[ Shortcut — BSP is MAD for forensic report ]

->[ Nature of Business

-»[ Nature of Subject or aspect appraised

@»[Purpose for which report is prepared

@»[ Forensic auditor Approach & calibre

)
)
)
»[ Management attitude, directives & needs ]
)
)

@»[ Extent of Detalils required by auditor & management

CNO—FA.120

RETAINERS / USERS OF FORENSIC AUDIT

(In the sequence of Importance)

= Courts
> Government/Requlatory Bodies & Agencies

= Police Forces

= Banks
= Insurance Companies

= Lawyers

| Business Communities

REGULAR WORK / INVOLVEMENT OF FORENSIC AUDITORS

[Verifg Adeguacy, Implementation of 1CS J
[ i alRIEE e J Then Provides Consultation in Development as
per Organization risk Profile

[Investigate & Analyse Evidence Detect Frauds ]

Fraud Detection -[:
[ ] [Trace Unappropriated Funds

[ Assist in Legal Proceedings

[ Providing Expert Testimony ] [Testifg

[Prepare Visual Aids to Support Trial Evidence

)
)
)

Developing Computer Application To Assist in Recovery,

Combputer Forensics
[ puter ]-'l Analysis, & Presentation Of Financial Evidence

@

( Discovery

Data mining ]

technigues [ Predictive modelling & deviation ( forecast )

[ Link analysis

L[t identify patterns without predefined ideas or
knowledge about fraud

=

78

[ Wide range acceptability ]
[ Advantage ] [ Instant availability ]
Common Software [Lower cost ]
Tools(cST)
[ Examples of ¢ST ]-» [Exce/ , RDBMS , MS ]
Access , Report writers

CNO—FA.140

SERVICES RENDERED / PERFORMED BY FORENSIC ACCOUNTANTS

-»[ Identifying Individuals ]

| Drafting )
-»[ Questions ]-E[ For Deposition & Cross Examination |
| Responding to Questions Asked )
( 1dentify )
= Documents [ Check completeness |

]E[ Analysis For Facts )

>

Identifying & Preserving By Evidence ]

[

-»[ Conducting Research
[
[

—| Alternate Means To Obtain Keyfacts & Info ]
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CHAPTER 17 PEER REVIEW & QUALITY REVIEW

MEETINGS What are Technical / Prof / Ethical Stds (TPES)™™
P 1 ) (in the sequence of importance)

Note - Guidance on Peer Review has been issued in 2022 but there are no [ Quorum ] [ If no guorum within half an hrs ] ]

/xuditguruin

substantial changes + ] : + | P L
L L Law Related Erarmessaitt & Accounting related Audit ‘ Internal ’
SIGNIFICANCE/ ADVANTAGE / IMPORTANCE OF PEER REVIEW /3 but vot less than e ol e odfeniaes) s Statu‘tes ” LPreface related p Related S,
! : 1 3 including decided by chairman Rules) ——————— || IND AS as per ] T
(" For Auditor (in the sequence of Imp points) | | For society ) chairman (in absence V.C.) (in absence v.c.) o u‘;ae;‘ons Framework for \ S B "[ Standards ] il
It is first line of defense (tloat work was There is Gap between Society's agph‘cab,e ~ e:;asggf:ec:ts ( AS as per section N R Standards on Internal
— perfomez)z’ as per applicable auditing expectation of what Auditor should “Note: | meeting be held in every Calender Qtr for Specific 22—/ | 133 applicable to of Quality control
ractices, do & what Auditor does Engagements /m (companies J | \eontrol
— (It is stamp of approval about ] [ Socjety comes to know whether ] 1o stds on quality .
, . , : . : Accounting Engagement
[h/s competence audit is done satisfactorily NDAGPP by L rce(\)/‘//')etg’f& Aotgzl:r "l crandards | stondards
His regular audit work doesn't REPORTING requlatory bodies assurance
| get disturbed T related || AS by ICAI for other "[Other Documents ]
_{ Audit work can be easily ] [ Report to Council prior to date of every meeting of Council ] N\ S than companies
subjected to peer review ~(other Documents | Guidance Notes |

“**other Imp Point: ICAl has made Peer Review Mandatory for everyone CNO--PR.020 QNO-647.000 / 647.500 MCQ — PR.4,Incs.0S.] Statements

‘ . : : NDAGPP by council |
(Not many professional bodies have implemented concept effectively) Cuidance Notes

SCOPE OF PEER REVIEW -
(hssi t< which d in PR) NDAGPP by council |
QNO-645.000 MCQ-PR.I, PR.2 ssignments which are covered in
*(NDAGPP) :- Notification / Direction / announcements / Guidelines /

OBJECTIVES OF PEER REVIEW [ Most Imp: fonly assurance engagements (Not all services)? | Pronouncements/ Professional Standards
1 "It also includes Audit Quality Maturity Model
| Evaluate quality of audit performed by Practicing Unit (P.V.) ’ | Assignments of 3 preceding years in which PU is Selected |
(Below are the points in the sequence of importance) ! 3 ENO—PR.190 QN0-649.000
Includes ([ shortcut- ¢T0 ] Excluded
To ensure adherence to various statutory (Assurance 7 T T T ' 1
—»[& regulatory requirements ] engagements) Preparing, e Testifying COLLECTION OF EVIDENCE BY PEER REVIEWER
Chudits Law Compiling, . as an 1
o . S Consultancy lati h & Preparation Other ! ] i
—»[ Whether audit is performed as per technical standards ] Reviews, Coliating otner | | oo ke expert ] 5 : e
Certification) than FST witness [ nspection J __observat/on __qu Y
To ultimately enhance the reliance of users on Audit X T — (Examination of documents ! !
| Report & FST. Whether there is proper system [AS consultancy } [ Compiling FST ] SEOTe [Azng(?lixint [ a’iI/Plgi; ‘ e] — (Working papers & Witnessingprocedure / Seeking appropriate
for Maintaining quality of audit tax authorities g g \recom’s by P.V.) Process performed by information
PU while conducting from partner / Other
(‘Most significant method for . .
CNO—PR.060 MCQ- Incs.0S.S QNO-646.000 MCQ - PR.2 L. Conﬁ,min 5 e onsite Review knowledgeable persons

PEER REVIEW BOARD observance & Control
FOCUS OF PEER REVIEW (What to examine) \ procedures in P.U

> Members ) I 1 . [ Observation & Inquiry may corroborate ]
[ Min 6 Members / Max 12 members | | System Related Points | | Audit Quality related points | the evidence provided by inspection
1
> Not less than S0% from council (Atleast) ) ¥ 1 T I 1
,| Remaining from outside bodies & Prominent Training Systems & | Report |
individuals of high Integrity & Reputation program procedures for i
LR assurance Compliance with
Disciplinary committee i irecti
> Who cannot become member. | '[:[ Al Pl ] Amde services Technical D/V?Ct/?m/ .
( Board of discipline ] assistants Professional & gquidelines Quality of
L[ Casual vacancy |- By Council ] Ethical Standards by council in reporting
: Appointed by ] relation to
j Chairman & [ . (TPES)
> Constitution -{ Edficatuc }»[ Vice-Chairman J-[ Council from board :
of ICAI v.e) ( Rotated every year | ¥

e Tewre ) 3
Article
W[ rembars )  embes | A ]
2 /3rd -

CA Ravi Taori
: @56
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‘ Tenure 3 years or their term ’ Register of assurance [ Attqna’ance ]
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+ +
CNO—PR.160 ~ CNO—PR.170

QNO-650.500, 650.600 MCQ-PR.S, Incs.05.3

Assess control procedure

PEER REVIEW PROCESS #Amendment Compliance which are established to PROCEDURE FOR PEER REVIEW OF NEW UNIT
M aad M conduct assignments
PP as per Technical, professional
and ethical standards ) #Amendment [ PU in existence ’» i.e. firm whose date of establishment
+ for <12 months | | is less than 12M

/xuditguruin

‘ Control procedures regarding

i
PR application cum Questionnaire Form | following areas Preceding date of receipt of PR application

Definition/
> Meaning of |
new unit

PRB Review & evaluation of system gk)h/ch may / May not have rendered
PU desire PR or PR initiated by board, Review of of internal control ssurance service
[CA Firm-Ho/Br] request sent by secretary of PRB records -
4 Y Y (Approaches in —>[ Substantive tests ] PU in existence | (g.+ pot renderi ;
_ — A review process) “leor > 12 Months -»[ ut not rendering any assurance serwces]
Names of 3 reviewers within 3 Days N —>[ Presentation of FST ]
Acknob\?/ef'gi Select | & intimate PRB within | & —| conclusion & reporting ] L[ PROCEDURE ]-»[Peer Review is conducted based on |
receipt o . ) N 1
Declaration Day of receipt of names ° || Maintainace & Administration of A2 : L4
& assurance service records | Antecendents of Partners | | Policy parameters announced by PV |
J

Copy of Form
I within 2
Days of Appointment

We focus on working papers [ Reviewer shall]"[ Verify the same from application cum Questionnaire ]

of the assurance engagements '
& we check whether they are [ Submitted by PV (Form!) }
as per Technical, Professional
and Ethical Standards

Substantive
-
approach

Reviewer

) (on site review|—( Restricted to | day |

[ Report ]-»[Submit report to Board in prescribed format]

Planning Process

REPORTING

/ \ . - / \ CNO—PR.I7S
Intimate about proposed visit Reporting (Reviewer makes Report has to state whether system of
& proposed sample in Form S [Within 2 working Days] ‘ final Vr Zf’;%”aafrte' gficr;’)SSf”!) —|  quality control e:f‘”e ’;‘,"at assurance Review of report by Peer Review Secretariat under supervision
o0 & give atleast 2 days ceviewer P g rep services are performed as per TPES & directions of Peer review Board (PRB) Secretary
. . L v v
Further/ Additional clarification in form é [ Matters of reporting ] " Preliminary report | [Report is accompanied by all a'ocuments]
‘ __ [} ~PRB (secretary ) |- Ensure]-[ *
Send form 6 info within | Day ) [ Reporting has to be done for following heads [ If system and procedure are } [Completeness of documents ]
> Staff recruitment J deficient / non compliant -»[ Placing of report J-»[AII reports shall be placed before Board/ Sub committee for]
Plan & intimate about - - ! [ 1
Maintenance of professional ’ Coniderabion 7
“on site review” give at least 2 Days to keep records ready skills & standards i Ge Ba;/‘c :Ze\l/iew ) Pllgsge‘;ty'if‘iec;)te
“on site review max 6 days ) - Independence ] Revieb‘oe{' will prepare :
PV Reviewer . ‘ preliminary report -»[ Qualified Report ]-»[ PRB (Secretary) ] »[Shall place report before Board }
Mutually Co-operate > outside consultation J ! i
+ S . N N . 1 1 .
Entire process to complete within 20 Days from Dt +( office administration ) PU shall within 2 days make Bocéra’ftma,g de;'de 501’0"‘)700" Rretv)/ew
\ ) of receipt of Application or Dt of intimating PU \ ) submission [ representation in #Amendment iy U G iean ere2 O 152y
T i+ then 7 b writing to reviewer !
1ts néw unit then 7 2ays ‘If So (I year may be reduced to max
New unit Final Peer Review Report yoo - iy e o 6 months)
-On site review | Day [Form 4] | &7 eI VEAL) e ]

-0nly see antecedents of partners & policy parameters from Form | 1

¥
[ Not satisfied with the systems of PU ]

v
[ Is satisfied with systems of PU |
1

[

Staff recruitment ] ‘ Then they will issue peer review I ‘ Then they will issue peer review ]
A Maintenance of professional ’ report (PRR) to board report (PRR) to board
review of skills & standards L L
general Independence ] Along with his finding,responses Along with his finding,responses by PU
controls by PV (also a copy will be (also a copy will be forwarded to P.U)
Outside consultation ] forwarded to P.U) 1
Office administration ] | Non audit Follow on review after | year
3 work from the date of report
_ @ & Selection of Howw big "[ Size & Nature J : L
Execution Review . e __»{ No. of partners | members ] ‘ If board decides the period of | yr may be ’
(Reviewer of HO / and Services S (A oTP reduced (Not less than 6 months)
% PV Branch engagements *{ No. of locations / branches J
together = 4 fo’(”’ii)‘;ffw |How they I_-» Prevailing standards I [ Time limit — 20 days from the date of intimation ]
j:’::::; not extend sample) work of guality control _ ' CA Ravi Taori
beyond 6 R VSCM"Amﬁ'i' » T
process) S S [ Methodology adopted by PV ] I i @.:.?:%..@
| N Fees charged / received/ ’ ?;;di:t o
nd ; og 7 - .t 3
65T paid Auditguruin B
20 Continue on next column... Telegram




=
ouo - ssaizssors >
2
OBLIGATION OF PV & REVIEWER MANDATORY PEER REVIEW (APPLICABILITY) #Amendment Validity of Peer Review (PR) Certificate o
—
¥ 1 1 4 ! . %
= _ T g #Amendment T . »1 3 years or such other period
[ Obligation of P.U } Obligation of Peer Reviewer } Ve (vecided by Board) <D
Basic responsibility Shall NOT take any EXTRACTS of Files / records - ‘ other Criteria (P T certificate o ;
to furnish details in | [xerox / Printouts] Dt of Applicability Partner criteria @ W,de,ti,’}(er,lrj/’;fo,-ggros'ggia,qu;,-t) > (New Units || As Decided by Board ]
LRSS, IS ot g 0 Lictod in Indi Council may for Extend Validity of
~ statements & give - Eheqt CZ,” TAK.E ABV‘:TR?CT‘_S ts) A NA bebt/ Equity listed in India/ Abroad ¥ prescribed reasons - existing certificates
other particulars as write down Important points. o listed publi _ -
reguired by PRB Complet. i ithi ibed time & submit " April 23 OB Unlisted putlic co PC >= $00 crore L [ PV ]-»[A ly in Form 8 for extention of validit ]
9 Y || Complete review within prescribed time & submi | oan/ Deb/ Deb >= $00 crore pply Yy
— — Rl ) To >= 1000
-»[ Additional responsibilities ] 5 T = T g ghoie
ocument ail nis working paper, 11 caliéa vy I* April 2 4 or more partners Raised Funds from public/ Bank/
R 1.Produce / give access ’ S| With in 18 month of submission of review report, pri 24 P F1 > 50 crore a’urinpg R QNO-653.010 MCQ-PR.6
to any record, document submit copy of working paper under review
] or ELIGIBILITY TO BE A REVIEWER
[ a) Maintained by PV ][ b) Under control/ possessed by P.V. ] N e .
»[Z.Provia’e explanation/ further information for above documents J Interest entities A Peer Reviewer shall _|
-»]:3. Provide all assistance for peer review ] I* April 28 3 or more partners Audit of Br of PSU Banks [ 1)Be in practice as per CA Act 1949 ]
4. If any informational matter is not legible then reproduce it in legible ’ [ 2)Have requisite experience as follows ]
> 1

form & also translate™ it in English / Hindi/ any other language as required

CNO—PR.240 v 1

“PU shall be responsible & accountable for accuracy & truthfulness of translation PEER REVIEW ON INSTRUCTIONS / REQUEST [ Member in Practice J | Movea’. from Mdu#m to Practice
@ ' & is currently in Practice

7 years of experience 4
CNO—PR.220 Special case . [ Secretary of ICAI ] [ ] 10 years of experience
Review - renueset rgjgvg d in industry + 3 years of
QUALIFIED ASSISTANT (QA) if req as per opinion 4 rom Any other committees of Institute experience in practice
5 of PRB including disciplinary
v v .
[ Who can be QA? ) Conditions of working ] Directorate or any other regulator | 3)Undergone reguisite training as prescribed by PRB ]
L only 104 allowed Name of Q4 shall be identified & Practice Unit(PU) - May Suo Moto Board shall act upon same within 20 da 4)Declaration — ( -Declaration at the time of empanelment
AL apply to board for conduct of peer P g . . .
intimated to PRB as well as PU before pp Y P from date to yece[pt of such request -Declaration of conﬁdentlallty at the time of
-*[ He Should be a Chartered accountant } commencement of peer Review review appointment for assignment
Not disqualified u/s 8 or section 2| of [ Sign declaration of confidentiality ] 100 N ) oS — | Board shall act upon same within [ §)Should NOT have ]
" cA act 1949 Board for conduct of peer Review 30 days from date to receipt of such request.
He should be partner | paid assistant of [ No direct interface either with PRB / P.U. ] "NOTE: > Board may ith the approvalof.coundl modify ang Bf. the above criteria. R .Conviclted by compgtent Court eohether w‘ithin or Outsidte Indiq for f)ffence
~ [ y—— involving Moral turpitude & punishable with transportation or imprisonment

| Found guilty by Council / Disciplinary Board at any time ]
CNO—PR.260 — : : :
- Disciplinary action / pending proceedings ]

[
PEER REVIEW CERTIFICATE #Amendment -»[ Conflict of interest in PU/ partner's/ personnel ]
CONFIDENTIALITY 1 [

| Undergone training of articleship, under any partner of PU ]

¥ 1
¥ T . T 1 [ Issue of Peer Review Report ] [ Validity of Peer Review Certificate ] * IMP:-
REQUIREMENTS NON — COMPLIANCE 4 p 2) Should NOT have accepted Professional Assignment for a period of 2 years before
APPLICABILITY OF SECRECY DECLARATION WITH SECRECY On receipt of Peer L,| PU cannot continue with existing the date of appointment
L PROVISIONS. PROVISION ) Review Report L certificate whose validity has expired 1) Should NOT accept any professional assignment from P.U. for period of 2 years
[ . [ board shall 3 Month from date of appointment
Confidentiality shall [ Shall at all times || (" ll Mem"’;’f, of PRB Shall amount to oard sae L\,)/n onens (" All documents signed by PV duing
reserve secrec sha . T 1 . . . .
be maintained by refa todto processy 2 [ also sign declaration Professional || intervening penog’ bo/!l be INVALID
. o Misconduct ufs 22 Issue a peer Inform PU that Peer (Where Peer Review is
conduct of peerreview of confidentiality as ; ! X ,
( Members of PRB | | - ) _ prescribed by PRB. of CA act 1949 ) review Review certificate \ Mandatory for assignments) Y,
([ Reviewers | /" Reviewer shall not certificate to PU cannot be issued i
_ 4 C pedlamtion ot along with reasons (" Hence complete Peer Review before
Any qualified use / disclose content eclaracion o . thereof also inform - ‘ ‘ ‘
of review report / any confidentiality shall be Mentioni date of conducr the expiry of previous certificate
Assistants(@4) ) L, confidential information| | sjoned by reviewer & QA - f ﬁ > on review, L ol 1) Uity olpan s
( Practicing units | unless required by &9 Fled y'th board(PRB) validity period oflow on review at least | month before the date
\_ PRB/council = ) AN ea with boar Kof expiry of previous certificate )

CA Vishal Bhattad's
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c
CNO—PR.300 QNO-653.000 CNO—PR.320 QNO-653.03S 5
=
2
APPROACH OF REVIEWER DIFFERENCE BETWEEN PEER REVIEW & QUALITY REVIEW CONSTITUTION OF QUALITY REVIEW BOARD SEC 23A g
N =
* Number of Assurance Engagements Common point: we evaluate Quality of the Assurance T e g
[ 1)Selection of assurance } to be selected T in both the engagements. . i y <
Sngagements
. - | Chairman [ 10 other members |
depends on replies received for Peer Review Quality Review . .
. : X - : Y |
guestionnaire & size of the practicing unit T T [ ; v b } [ ]
. | Chairperson & S members S members
1) Controlled by Peer Review " 1) controlled by Quality Review ) P ' i
,| Objective is to obtain reasonable Board(PRB) | Board(QrB) ) | Appointment by ¢.6 | | Nominated by council of ICAI |
cross-section of P.U. B 5
2) PRB — Controlled by Council 2) QRB - Controlled by Central . .
D hccept Government (¢6) Members are nominated from amongst the person of eminence
c;ep A€, Evaluate policies & procedures for accepting Audit Engagement ~ ~ experience in field of law, economics, business, finance & accountancy
proceaures 3) In Peer review, intention is to find out Vo X ; X PO
p I " deficiencies & advice P.U's to 3) In Quality Review, the intention is to
policies & 4 B 1 policies & 4 : improve the Quality identify errors inadeguacies committed
‘ 0 I?':S. tszce ure; may 50 ’ ‘ po /C';S P "Ze 4 c;cres arem ’ % in case of serious errors detected
exist in the form of records the recorded form 4) Goverened by Guidance Quality Review leads to disciplinary CNO—QR.030
l | on Peer Revielw kact/'ons against the Member )
In such case — do Enguiry from Examine the policies & p N FUNCTIONS OF QRB
concerned persons P rocea'u(es‘ GG whether 4) Governed by CA act & Rules made r } 1
it is complied thereunder. To review auality of : de CA's to J
N J guality o To make recommendations || To guide CA's to improve
(Engagement letter specifies objective & scope services provided by CA's to council guality of services
( : N | | of the assurance engagements } CNO—QR.020 QNO-653.040
3)Understanding N —
MC#h clarifications
__ Engagement e )| (understanding this would help in planning the review [ > |
Part 2 — QUALITY REVIEW ; ; ;
o encamentaion ¢ e g e | 688 comot st o companiesudy ot |
covered in rule 3 of NFRA rules 20
4 N\
; Combination of Compliance procedures OBJECTIVES OF QUALITY REVIEW Ll
L 4)Review pproach ) | & substantive procedures | [ only if reference is made to QRB by NFRA in this reqard ]
¥ T T 1
] : : 5 —
¥ 1 | To evaluate quality of audit | To identify i owbt_o ?ph/eve (L Not an objective ] [ ( List of companies in rule 3 can be seen in Company Audit Il Chapter) ]
[ Compliance test | | Substantive test | — weakness R /ﬁ ¢
; ; whether qudit e & acheiency Select Statutor ’ Ve(\)/?:b: ’ So Pvt. companies & Unlisted Public companies not covered in
~( Evaluate policies & L,| We review Working Papers of work is audit report | | for Ex- Failure by dit £ ory I audits of th : P comp
procedures of PU particular Assignments performed as is reliable | | AFUR to identify & | Auart Tor revies | ﬁa aulies ; .: NFRA rules, are only companies covered by QRB
per relevant law ’ /;ﬁ rm & to identify
To ensure compliance of Whether working papers properly & regulations & adg’ress mater/gl Select certain every aspects of — - . - -
Technical Standards [~ (_document the whole Audit process & technical m“:’;:;”jzlts L aspects of sdllaeiad) auii: [ QRB can initiate on their own review of these companies }
standards such audit & '
. T T
= Whether they are whei;“he.r theoy, A e ’ SatemichEs \__evaluate it ) (  Such review
communicated to the staff conclusions arawn. as per GAAP et does not mean CNO—QR.100
Review other clients financial
matters of
_ | Whether significant issues are appropriately Considered, AFUR’s quality afef‘:”ignrigin COVERAGE OF SERVICES OF QUALITY REVIEW
Resolved & documented 1

control system deficiency.
& '\ g ‘ Sec 288 gives power to review guality of all the services provided by ’

Significant decisions regarding engagements, Use of Professional CAs including audit services
$) Focus : -
oreas | T Judgment, Resolution of significant matters have been :
properly documented CNO—QR.040 QNO- 653.09S

[ But QRB has issued procedures for quality review of audit J

-{ Adeguate Audit Evidence to support reasonableness of conclusions J FOCUS AREAS FOR IMPLEMENTATION OF SQC-1 AS SIS O el W
PER QUALITY REVIEW REPORT FY 18-19 ¢
[ As per these procedures ]

| Focus AREAS |

\
Leadership |- No point )

¥
Human
Resource

=

—

Education/training program as per knowledge =
competence & capabihgtg of staff ’

== s

, [ Ethical & _.[ Annual independence confirmation from persons
independence

= s

Elements Acceptance & [ Independence confirmation procedure before A & € & ) v 1 v 1
of Q‘Qa”,ty T continuance | confirm changes before issuing audit report ) Quality of Quality control GST Audit Serg;c‘e:;e,%(l)oveiﬁied
contro Statutor JEL,
Engagement | _ [ Involvement of EQCR at planning, evaluating audit & re oyrtin 4 fr:rze;o o'l;koUR : _ of institute
performance significant judgments & expressing audit opinion el Internal Audit in employment
by in conducting statutory

[ Assigning person who will be responsible for monitoring statutory auditors audit Tox Audit I
1

L | Monitoring | =| system of quality control & giving him sufficient &
. appropriate authority )

These th/'nlgs may be
covered by QRB at later stage

32
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CNO—QR.120

SELECTION

i
[ Quality review report is prepared for each financial year ]
[
{ So selection & review is done for each financial year ( Two ways of selection ) J
[

¥
Criteria Based on Entities Audited [ Criteria based on Audit firms (Can be ]

‘ (Can be called as indirect way of selection) also called as Direct Selection)

¥ ¥

First we selected entity which is audited Here Audit firm is selected depending upon
& then its corresponding audit firm is nature of assignment, sector covered,

L covered under review nature of clients

| Basis of selection (Shortcut MR-FAN) ]

-»-»
»@»

»-»[ Reported Fraud or likelihood of fraud

Entities will be selected from the particular sector susceptible
to risk on basis of Market intelligence report

Risk based selection also considering requlatory
concerns for stakeholders risk

Such
selection

]‘- will be done
on random
»-»[ Serious Accounting irreqularities highlighted bymedia & other reports ]4- basis

o(N )

For Joint I |
. =
Audits

Major Non compliances under relevant statutes
highlighted in past reviews

All Joint Audlitors may be required I
as decided by QRB

= Reference |»

References made by regulatory body for Ex. SEBI, IRDA, RBI, MCA, ’
NFRA for selection

On the basis of complaints made by
requlatory body & other media report

. complints
i (" But complaints from individual,

firm, partners of firm, companies,
directors, officers not to be
U considered.

Such complaints may be
- directly send to disciplinary
mechanism set by ICAl

MCQ - Incs.34.5

CNO—QR.120

NUMBER OF ENGAGEMENTS

v v
[ First Time ] [ Subsequent ]
[} 1
Ve 3 N v L 4
Upto 3 audit engagements :
: / f ad find
of AFUR may be considered In the abser{ce ?f ¥ case or adverse nhaing
during a particular aadverse finding in 0 P TEES
q quality review the past review ¢
I . (" More than 3 audit
Depending upon Not more than | audit UGS G 53
eographical spread encacement selected at more frequent
g 999 level than specified in
& regulatory concerns

\_ guality review cycle

CNO—QR.160

CNO—QR.120

QUALITY REVIEW CYCLE

v 1

[ CA firms need to get guality review done depending upon number of partners
+ + 4
([ 200rmore | [ 10 or more but less than 20 | [ Less than 10 |
3 ¥ v

[ onceinzyr | | Once in Gyr | [ onceinsyr |

33

CNO—QR.140

EMPANELMENT OF TECHNICAL REVIEWER

[ Active in practice of accounting and auditing ]

| criteria for
empanelment

[M/'n/'mum IS yrs post qualification experience }

| Signing partner/proprietor of at least three statutory ’
audit assignments

|
¥ T T 1
Central . Audit of Audit of pvt.ltd co having
[ Statutory ] [ 2‘;?’//:60; ] [ Public ] { ATO>S0
auditor of bank ) Ltd Co. crore during last 10 f.y.
1 t Iy

]
[ Atleast one must be in respect of entities other than Pvt.Co ]

-No disciplinary proceedings pending or action under
CA act 1949 during last 3 fy and/or thereafter

-No member of QRB/ central council/
regional council/ branch level committee

( Board has power to change criteria & right to reject
any application without assigning reasons)

(For administrative convenience they use fixed block
> Tenure = 3
| period of 3yrs

¥
Tenure of TR will be from the date of empanelment till
end of block period

¥

Annual declaration from each TR for continuing
empanelment criteria

12
After completion of initial block period tenure may be renewed
keeping in mind his performance & other criterias

¥

Empanelment does not guarantee allotment

( TR should required Ind AS, amendments of companies )
-»-» to undergo -+| act, technical standard, valuation
training in standards, law, requlation etc
A\ A\ )

\
Regularly attend programs by POUs
(Programme organising unit)
4
Shall submit 6 annual declaration along with |
relevant audit evidence for trainings

)

QNO - 653.06S

INDEPENDENCE & QUALIFICATION OF TR

[ shortcut - DRDAS )

/xuditguruin

No pending disciplinary proceedings or action during last 3 FY & thereafter

Not belong to city, region of head office of AFUR

-[Not disqualified under companies act for the audit of concerned company
_LNO association wWith specified AFUR of TR, TR firm or any of the network

firm or partner of any other network firm during last 3 years or thereafter.

firm should not be statutory auditor of the concerned company during last
3 yrs or thereafter or have rendered any other services

(- JCIEEE]

TR or his firm or partner of his firm or any network firm or partner of any network }

CNO—QR.130

ON SITE VISIT AND QUALIFIED ASSISTANT

Ensuring that review gets completed within
specified time frame

| Fixing date as per mutual ’_’
consent

No CA firm can

Composition
> of review
team

Composition
depends -
on size of AFUR

Upto S Fixed

assistants | by board |~ be member of

team

-»[ Independence of Qualified assistant ]

= Qualification | =( should be cA J

+( Not disgualified under CA act )

| No disciplinary proceeding or action pending under C4 act
1949, any other law during last 3 FY and/or thereafter

L (Disqualification __’[ Not associated with AFUR under review & company

selected for last 3 FY or thereafter

( Not a member of current QRB/ICAI central Council/
Regional council/ Branch level /| Management committee

-»[ Not himself empanelled as TR with a quality review

~( Working with CA firm for atleast
| year as member or partner

N i Related 1| Not direct interface either with
Work Retate auditfirm or QRB

Sign statement of confidentiality

[ Note:- Follow chart instead of points in notes for this concept ]

CA Ravi Taori

CA Vishal Bhattad's
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QNO-653.090

CNO—QR.220

+
(D) [ Within next 7 days )
STAGES OF QUALITY REVIEW : ; M BASIC ELEMENTS OF REVIEWERS REPORT
> Summary of finding !
A%

. Selection

+
reply of audit firm along with
their comments

/xuditguruin

~| System of quality control is responsibility of AFUR

@[ Fnalrepar | repot of elated o
(19) @rRG &
decide
Framesork of requirements of quality standards & other professional

audit firm

ethical standards
| Modification in the report

Qi)
QRG course
- ] of action

| quality control |7 t Opinion on whether AFUR system is designed to meet

Il (2 offer letter |

Bl Acceptance + Statement of Confidentiality )
Attachment which gives overview & info on planning

CNO—gR.200 QNO-653.070
I => . .
% performing the review

FACTORS AFFECTING QUALITY OF TECHNICAL REVIEW
Scope of review, period of review,
— limitations of review

(3 Make recommendations

| Reference to preliminary report

El zs
e | Whether system of quality control is implemented of AFUR ]

s £
L L — Elements related to
QRB Aud/t Firm Knowledge & || Composition Time Understanding | Monitoring Direction & [ audit quality of [ Non compliance of relevant law & regulation
experience of objective supervision of compan
devoted & uality review -
Scope Y [ Non compliance of technical standards

L
() Information about quality review + Info Acceptance | S QR Team

QNO-653.050 Mcq - PR | @I TR

REPORTING AND OTHER PROCEDURES CONSIDERATION OF THE REPORTS OF THE QUALITY REVIEW GROUPS
. ¥

Audit firm
]
¥
¥
For Others ]

t
Send quality review program/ call for additional onsite visit ; ; : —
@ [ general questionnaire + information (ot. By mutual consent) First technical reviewer make preliminary report & [ For PSUs ]
subsequently makes final report . i 3
Ol Prlehmmarg Kol v [ On case to ] ( other cases Recommendations of QRG on quality of
! [ Formats are prescribed by QRE ] case basis QRG audit shall be placed before the Board
+
I recommendations ¥
v — QRG may send directly sent to Board B ard after considering recommendations
= [ Clean Report ] [ Qualified report } report on guality of on quahty of audit & C&AG Views, if any & decide whether
: ' ' audit to C&AG ) o take recommendations
. . DY . . ‘
[ Firm giving guality services ] [ These can be the reasons } CERG W.;OS along ) [ This /nfo Later on ] ( Board may take further actions as ]
I T : 1 with his report furnished to C&AG it may deem fit
(7) (__Representation on the preliminary report ) : 1) put bef: f
Non Non Deficiency No adeguate will put berore [ Board against QRG record reasons ]
@[ Within 4S days of acceptance | compliance compliane compliance in quality training of N QRB Y,
I ! with law & of technical of guality control programmes
> [ Submit final report | .2 regulation standards standards system for staff
ey W no-s538
QRB ACTIONS THAT MAY BE RECOMMENDED BY THE QRB
Send the/r @ Fmal report] — 3
subm/ssmn . Make ;
e Inform non compliance to recommendations ||® 1ntimate report Consider
regulatory body to council to to AFUR the
® If Reference received director o [ssue advisory & matter
il from regulatory body (discipline) Guidance to AFUR complete
Audit firm ¢
Within 7 days of receipt of final ) [ Inform requlatory body outcome of review(Send Report) ]
report send their submissions )
Vi CA Ravi Taori
SMART OF; ;n @
ACADEMY F* m,, ,
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CHAPTER 18

CNO—PE.010

QNO-720.000

FUNDAMENTALS OF PROFESSIONAL ETHICS

Are principles which tells us about what things will be considered
. -

as 'good" and what things will be considered as 'bad'.

and what CAs should not do (Bad)

‘ These are principles which tell us what CAs should do (600d) ’
Ethics for CA

N { Professional

— | Sources of Professional Ethics }

~| CA Act issued by Parliament

-»[ Regulations issued by Council of ICAI as per requirement of CA Act.

Guidelines, Directions, Clarifications issued by council of ICAI apart

-»[ Rules made by Central govt. as per requirement of CA Act. ]
= .
from requirement of CA Act. ’

->[rlnternat/‘onal Code of Ethics ]

L It is an important document / booklet prepared by ICAI to explain CAs about
which activities they can do (600d) and which activities they cannot do (Bad)

= Volume — |

p
It is adoption of international code of ethics for professional
= | accountants which is issued by International ethical standard
board of accountants. (IESBA)

AN

(itisa conceptual framework which explains S fundamental
principles for ethical conduct. How to identify threats against
these principles and how to apply safequards to protect

\these principles.

\ AN

-»[ Applicable from o July 2020.

| Volume — ii

It explains important sections of CA Act and clauses of both the )
| schedules along with guidelines issued by council of ICAI which
helps in interpretations and implementation. )

— | Volume — iii

L It is a collection of judgements passed by courts, appellate )
authority, council and its committee and board.

PROFESSIONAL ETHICS

MOTTO OF ICAI

i
[ It is based on ethical principles ]
i
[ It says "Ya Esha Supteshu Jagrati" which means eternal vigilance. ]

/xuditguruin

L Guosswey

L ‘ It defines and explains important terms, abbreviations used in ’

the code.

eg.. - Term audit engagements includes both audit and review
engagement.

: CNO—PE.050

[ 'Awakening when the world is asleep' ]

[Be alert even if world is not. ]

[Be ethical even if others are not. ]

[ Act in public interest even if others are not. ]

CNO—PE.020

S FUNDAMENTAL PRINCIPLES OF PROFESSIONAL ETHICS

¥ ¥ T ¥ 1
Elntegritg} Eobject/'vity} E Professional competence } E Professional } EConﬁdentiality}

and due care behavior

23S

CNO—PE.040

OVERVIEW OF CODE OF ETHICS — VOLUME |

[ Code of Ethics (Volume 1) ]

— | PART

—| Applicable to all professional accountants.(CA)

STRUCTURE OF SECTION/SUBSECTION CODE

Each part of the code is divided into sections and sections are
further divided into sub-sections.

[ Contains following information ]

[ Introduction ]—»[ It addresses the subject matter. }
: It establishes general and specific obligations
reguiement || !} .
with respect to subject matter.
FEETe It egplc?/n‘s, give suggestions /llus.trat/ons to
assist in implementing the requirements.

>

-»[ Mandatory to comply with the code.
[ It Consists fundamental principles of code of ethics (FIVE)

Conceptual framework for understanding and implementation
of each principle.

i

— PART 11
-»[ Applicable to professional accountants in service. ]
-»[ Such professionals includes professional accountants ]

1
Engaged or Contracted ]

¥
[ Employed ] [

CNO—PE.060

PART | OF cODE OF ETHICS (VOLUME 1)

SEC 100 - APPLICABILITY OF CODE OF ETHICS

[ It is applicable to all the professional accountants (PA). }
4

If any law precludes (excludes) applicability of any part to professional accountant
then those part will not be applicable, but rest of the parts shall be applicable.

3
[ Executiv; position ] [ Non-executive position ]

t 1

-»[ Regulatory or professional bodies ]

In ->[ Public Sector ]

-»[ Commerce, Industry or Service ]

->[ Education ]

-»[ Not for profit sector. ]

professional activities as an employee in CA firm.

)

“Also applicable to professional accountants in practice when performing ]

Applicable to professional accountant in public practice
PART 111 - 5 q 3
when performing professional services.

CNO—PE.070

SEC 110 — FUNDAMENTAL PRINCIPLES

«I

[ These are basic principles on which code of ethics are based. ]

-»[ Integrity ]

[ Objectivity

-»[ Professional competence & Due care

)
)
[ Confidentiality )
)

-*[ Professional Behavior

Independence standards applicable to professional
accountants in public practice when they are providing
assurance services.

— PART IV -

1
¥ L4

PART IV — A PART IV - B
] i

Provide independence Provide independence requirements
requirements for audit for assurance engagement other than
and review engagements. audit & review engagement.
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CNO—PE.080 CNO—PE.IN0 p— N =
SECTION 110- REQUIREMENTS Don't use confidential information for <
->[ call from broker ] - d o)
personal advantage or advantage of 3“ party
-»[ I. Responsibility of the PA ] p (@
: P v SUB-SECTION ’,3 - PROFESSIONALS COMPETENCE & DVE CARE d ’ /Mal'y'taiy) Conﬁdentia’itg w.r.t. ass[gnment or %
Last t client
L‘ Responsibility to comply with ] ‘ These principles will establish standard ’ »[ ast dag at chen ] ~ L. Job which has ended. ) S
all fundamental principles appropriate behaviour of PA [ I. WHAT TO DO ]-»[ Maintain professional's competence and work with due care ] : (Take reasonable steps to ensure that team h <
1 -»[ Team meeting ] - . T -
‘ \members, aavisors maintain confidentiality

‘ So that work is done as per by relevant legislation, ’

[ Code of Ethics provides the conceptual framework to comply with these principles } technical and professional standards

-»[ 3. Exception }—»[ Confidential information should not be disclosed unless

If PA faces situation, where complying with one fundamental Com
b petence Due Care j
| 2. Conflict | = | principle, conflicts with complying other fundamental principle [ v ] [ N ] [Reqwred Sylian: ]
ing:- Authorized by client
then PA should consult following: (" #ttain and maintain professional ) Ve ™ [ uthorized by clien ]
[ 1. Others within the firm or employing organization ] [ 2. Meaning ] N knowledge & skills required to Implement & act diligently [Professmnal duty or right to disclose. ]
[ 1. Legal counsel ] 9’;’: :;’V;zese :‘;nﬂ';i 2’:‘;’2 t,h‘:: k (as required by above) [ Further elaboration of exceptions }
L. Tew6 ] (aspreyu/‘red b gabove) ; S L[ A. Required by law ]
~ ‘ g - It means performing work - - - ;
[ V. ICAI ] 2 9 -»[ For example: Law may require PA to disclose information ]
" For maintaining professional ) carefully, thoroughly and _
- : : ; 0 : ; . [In course of legal proceedings ]
Note: - Consultation does not relieve the PA's responsibility to exercise the competence there should be on timely basis ]»{ No such law in India as on today ]
professional judgement to resolve the conflict or if necessary, PA may : continuing awareness with N i [l«)hen there is infringement of law.
decide to disassociate from the matter. 2 ]_’ respect to legal requirements, e o should ] p -»[ B. Authorize by client & not prohibited by law (No further explanation ) ]
b Rl f technical, professional standards . snod ex?rCIse S({un - : Sor
Substance of the issue oo b Jovel Jjudgement in applying -»[ C.Right to disclose & not prohibited by law ]
% also business developments.
[Details of discussion ] \ it these requirements. = | During peer Review or guality Review
-{ 3. Document the following ] i 4 J 9 P qualiity
[ Decision made ) (" For this PA should undergo continuous "[ During Inguiry or Investigation of PA ]
[Rationale for the decision ] professional development (seminars, -»[ During Legal proceedings against PA ]
CAlR SRS G2 -»[ As required by technical & professional Standards ]

\
{
SUB-SEC |l — INTEGRITY Ve »[ q Points To Be Considered while making disclosure }
Also take reasonable steps to ensure that

Professional Accountant (PA) shall comply with principle of people working under PA's authority IS itHarmful to the client or employing organization or 3” party ]
[ What to do ]_' integrity which means to be honest and straight forward. L having appropriate training & supervision. Addressed to appropriate recipients & further ensure that
v appropriate recipient is selected.
{ In all professional and business relationships. J [ 4. Inherent limitations ]_" Shall make clients and employing organization or other ’ Realk [ Type of communication (medium) should be proper.

users aware of inherent limitations in services or activities.

[ What not to do ]

BH

L

— S

Information should be known and Substantiated to the extent
-
possible.

L‘ PA should not knowingly be associated with reports, returns, communications ’ CNO—PE.120

or any other information where PA believes that the information N han .
: : : : SUB-SECTION 114 — CONFIDENTIALITY 9
Contains materially false or misleading statement, ]

Whenever we are moving from one client to another or one employing

Omits or obscures (not easy to read) required information othenvise it will 1 -»[ I. Basic principle } organization to another, we are entitled to use our prior experience but
become misleading Comply with principle of confidentiality. That means keep information should not disclose any confidential information even when professional
Contains statements or information provided negligently or ] obtained as a result of professional /femployment relationship confidential relationship has ended.
t t
I | 2. Obligation of P.A. (Follow below given day wise story)
r 1 9 9 Y Y
It will not be. CO”S/der?d as brealch of Or else PA shall take steps to prospective ( Maintain confidentiality w.r.t. prospective client )
above requirements if PA provides . ) ) ; > i - . o
modified report respect to these matters disassociate from that information. client _or employing organization )

J

[ Maintain confidentiality within firm or
| Office party |- ) o
_employing organization
SUB-SECTION 112 — OBJECTIVITY (" Be alert to the possibility of inadvertent h
-»-» disclosure in social environment in particularly
_close associate and family members. )

i:‘ While accepting _{ PA shall not undertake assignment if there are circumstances ] Continue on next column...

A

CNO—PE.l00

assignment or relationship which unduely influences PA's JUDGEMENT.

CA Vishal Bhattad's
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[ While working ]-»[ Comply with the principle of objectivity ]
1
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[ Which means not to compromise with professional and business judgement }
1
[ Because of bias, conflict of interest or undue influence of others. ]
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c
CNO—PE.130 :
P ~ -»[ 4. Circumstances that may create Intimidation threat J e
SUB-SECTION - IIS — PROFESSIONAL BEHAVIOUR Circumstances in which P.4 s supposed to p N &>
Advocacy promote (advertise) clients or employing Threatened with dismissal or replacement if P.A disagrees on o]
. o > . o=
-»[ I. WHAT TO DO J-»[ Comply with the principle of professional behavior ] - | O Gl [PPSR G CE 0 S a professional matter ©
time in other assignment PA is to report =
L \olqjectively. ) Informed that planned promotion will not occur till P.A agree's <
-~
; : : with inappropriate accounting treatment
Comply with the law & Regulation applicable ’ Circamstances in which P.4. is directly or N L 9 )
;| / Im| [ 4 0\
to the particular assignment or emplogment @ - Int/ty:/da;/on —| indirectly pressurised or influenced because Pressurized to agree with Judgement of client because client
L
Avoid any conduct that might discredit the red Gf which P.A. is not able to act objectively. ) has more expertise on matter in question
profession. oy : : : ; RN . j
1 Circumstances in which P.A. during his P.A accepted a significant gift from client and now client is
N . nd
/ E.g.: - PA Sha" not ky)ow[y)g,g engage m any N current aSS/gV’VV’eV't IS suppose to evaluate L threatening that he l«)l” make this information pub/l'c )
employment or professional activity which impairs @ _| SelfReview | results of previous judgements or activities
integrity, objectivity & good reputation of the threat which are performed by him or another -»[ S. Circumstances that may create self Review threat ]
\_Pprofession Y, md/w(liual.w/thm the firm or emploging P.A implemented financial systems and now he is supposed to evaluate
B~ i et o g i e & | N | UL Y, & issue assurance report on the operations of same financial systems
arty would likely to conclude adversely w.r.t. to il ich i
| . / . v -»[ I. Circumstances that may create self interest threat (BP* LTD) ] PA prep a red original data which * used to prepare statements and
\_reputation of the profession. ) now he is supposed to check and issue report on the same
-»[ 2. Clarification w.r.t. to promoting himself & his work J ~ | Financial interest ]"[ Direct financial interest (equity, debt, loans etc) } Note:- Unique threats |
L \
\J L [ Undue dependence on Total fees }
ittt i & [ What not to do ] i Specific circumstances may give rise to unigue threats which cannot be
[} (Exaggerated claims for services ) Personal gain may arise because of access to categorized in this S types of threat. So P.A should always be alert for such
[ Be truthful & honest ] | or regarding qualification or confidential information of client circumstance and threats Eg. blackmailing (Personal info) Religion / Political /
3 kidnaping parties to give wrong reports
_experience PA has. ) : AR - -
) < > | Other interest ]-»[ Possibility of Losing client ]
Disparaging (insulting) references i CNO—PE. ’ <0
=| or unsubstantiated comparisons [ Close Business relationship with client ]
to the work of others.
= < [ Potential employment with client ] AL G
Going against the guidelines of N
=\ advertisement issued by council. [ “Note: Above bifurcation is only for ease to memorize examples ] When ever P.A identifies circumstances which lead to threat. P.A
= —
1 what to do shall determine whether such threat is at acceptable level

\

L Whenever PA is in doubt w.r.t. advertisement,

- [ 2. Circumstances that may create familiarity threat ] N
PA should consult Ethical Standard Board. ’

[ 4. Member of engagement having close or immediate ’ (Threat will be considered of acceptable level when P.A applies

family relationship with

Acceptable "Reasonable & Informed Third Party Test" and after applying these
level test P.A conclude that it is likely that PA will comply with fundamental

incipl
rinciples )

CNO—PE.140 QNO - 780.00S / 780.0010 MCQ — PE.I3

[Ofﬁcer of the client
THREATS EVALUVATION & SAFEGUARDS L,
With an employee who is in position to exert direct
— | What to do

Code specify that professional accountant (P.A) should ‘[ B. Former partner of the firm ]
identify threats w.r.t. fundamental principles

\
Reasonable & Informed third party test (RITPT) ]

)

(In this concept P.A has to evaluate its own conclusion PA has to

and significant influence over subject matter [,
| think carefully whether his conclusions are appropriate

A

/P.A has to think that if all the relevant information which he has is

. shared with a reasonable ( Fair , practical & rational ) third party
L,

-[Evaluate threats which are identified. ] whether such third party would have same conclusion which PA
Address the threats by reducing them to an acceptable is having

| level or eliminating them Is an employee who is in position to exert direct ’ )
and significant influence over subject matter (P.A can apply this test either by himself by careful thinking or P.A
—|  Threats J [ There are five types of threats } ] ] im, di i

L - yp _’[ A i e () 0 G ] - ;?n 90 ;o so;(chhr‘easofoc?ble third party inform him, discuss with
(Shorteat 1 am FAR ) im and take his opinion )
= [3. Circumstances that may create Advocacy threat } (T N

- Civeumstances in which there are some Third party need not be an accountant, he can be a lawyer,

@ | se ﬁ:nte;est — | Fnancial or other interest which will [ P.A is providing assurance services to the client and at the same time ] | company secretary etc who understand the circumstances and

rea influence professional judgment or behaviour \have relevant knowledge to draw conclusions )

[ Promoting shares of the client in market (1PO, FPO etc) ]

CA Ravi Taori

- There exists close or long relationship with | Acting as advocate on behalf of clients in litigation or N A B"‘"’“
. Familiarity client or employing organization which will ‘ dis ufes woith 3rd parties g ] VSM @)-‘-t @
—_ —_
F threat make P.A sympathetic towards them while P i ACADEMY ?-; :(;. b
\accepting or doing their work. ) | Lobbying in favour of legislation on behalf of client I AUdithfU in :::
27 Continue on next column... Continue on next column... Telegram
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CNO—PE.160

ADDRESSING THREATS

L If P.A identify threat which are not at acceptable level then P.A have to address
threat in following manner

- Eliminate the circumstances, including interest or
(. option ] _{ relationship that are creating threat J
: Applying safequards,to reduce the threat to an
Option 2 ’
- _{ acceptable level.

—»[ Option 3 ]—»[ Declining or ending specific professional activity ]

—

How to apply above options ]

depending upon the circumstances and facts P.A should try to eliminate the
threat , if that is not possible then P.A should apply safequards to reduce
threats to an acceptable level and even if that is not possible then P.A

should think about declining or ending the specific professional activity

MCQ - PE.s | PE.2

CNO—PE.I70

SAFEGUARDS

~
. Safeguards are actions which are taken by P.A to reduce threat to
Meaning |— . . .
acceptable level. It varies depending upon facts and circumstances.

J

[ Example ]—»[ shortcut:- Safegaurd PARDe ]

p
Separating teams when dealing with confidential nature matters, this
-

might address self interest threat
A

P
Perform or re-perform part of the engagement by involving another firm,

@_.

\Int/‘midat/‘on threat, and self review threat

this might address self interest threat, familiarity threat, advocacy threat,

%

( Assigning additional time and qualified personnel for the engagement,

)

having appropriate Reviewer, who was not member of the team to review

this might address self-interest threat
8
@_’ the work or advise an necessary this might address \self-review threat

P

Different partner and engagement team with separate reporting lines
can be used for giving assurance and non-assurance services, this
\might address self review, advocacy or familianity threat

@_.

QNO - 780.050

-»[ MEANING OF NON-COMPLIANCE ]

L[ Act which is contrary to prevailing Laws/Regulations }

It can be in the form of omission (not doing / covering)
or Commission (Against law)

[Intent/‘onal/Unintentional ]

(Emploger o its TCWG / MGT / EMPLOYEES of Employer ]

)l
[C/ient or its TCWG / MGT / Employees of client

-»[ Non compliances (NOC) Not covered ]

Which is unrelated to business activity of employer /

NOC in nature of
client (Eg: Drink & drive, Forging will of Relative)

personal misconduct

[ NOC By other Parties ]_" Parties other than those covered in definition of ’

NOCLAR (Eg : Suppliers, Customers etc)

_’[ Examples of NOC ]_’t While doing Job/Practice he may come J

across NOC in following areas

¥ T 1
Involving Financial Crimes Involving Financial Matters Other Relevant
(In Sequence of Sever/tg) Laws

\ 1 A

-Terrorist Financing [—F/‘nancial Products/Services ] -Environmental
protection

-Money Laundering [—Data Protection

-Public Health
& safely

-Insider Dealing

-Fraud (Including
falsification of Acc/FST)

[ )
[ )
[—Bribery & Corruption ]
[ )
|
)

[—Tax Evasion

NOCLAR

-{ OBJECTIVE OF }-»[ CA's should not turn blind eye to Potential NOCLAR }
1

[ They should respond appropriately ]
i

[ They should understand Legal & Regulatory responsibilities when they face NOCLAR ]
1
Further it should be noted that prevention & Detection of
NOC is responsibility of TCWG & Management

L[ No need to always disclose NOC ]

L If NOCLAR is applicable that doesn't mean all NOC's should
be communicated to appropriate authority.

)
#Amendment NOCLAR
all points
GO NON COMPLIANCE WITH LAWS & REGULATIONS
_" MEANING OF ’»‘ In Code of Ethics (COE) specific Guidance is given ’
NOCLAR regarding what to do if CA's come across Non-Compliance
¥ ' 1

SECTION 260 SECTION 360
of Part Il of COE ) L of Part Ill of COE
4 1
//t explains how to respona’\ / It explains how to respond \
when CA in Service comes when CA in Practice
across Non-Compliance comes across Non-Compliance
by employer or TCWG / by CLIENT or TCWG /
MGT / EMPLOYEES MGT / EMPLOYEES

L of employer VAN of client )

22 Continue on next column...

CNO—PE.190

SOME IMPORTANT FACTS ABOUT NOCLAR (Classification)

-»[ No need to have higher Level of Legal Knowledge ]

L If NOCLAR is applicable, that doesn't mean CA's have
to increase Level of Knowledge of Law/Regulations

He is expected to have knowledge & expertise & exercise Professional
Judgement which is generally required to provide professional Services.

-»[ No Duty to prevent NOC or Investigate to detect NOC ]

L‘ Applicability of NOCLAR doesn't means that CA's are ’
having these responsibilities

1
Ll«)hi!e providing professional services if CA comes across or is informed aboutJ

NOC or suspected NOC only then he is supposed to respond as per NOCLAR
{

If there is confusion over NOC it is not his duty to determine whether
Non-Compliance has occurred, it is duty of court or
appropriate adjudicative body

-{ Certain NOC's not covered } [ If it's personal misconduct ]

L[ No need to apply NOCLAR ] [ NOC by other parties ] Continue on

1
[ Only in certain situations communication is required ]
\
If law or regulation prohibits disclosure, no need to
communicate [National Security Act, POTA]
CNO—PE. 200
CNO-PE-200 NOCLAR V/S Sh 250
POINTS NOCLAR SA250
Assignments -Applicable to all the CA's in It is applicable to CA
covered service as well as practice. in practice providing
) o Audit Services
~Further in practice it is
applicable to Audits as well
as other assignments.
-But degree of responsibility
(Response) differs as
per role of CA.
-1t focuses on two
Law NOCLAR goes beyond SA2S50 types of laws
Coverage It covers NOC of all the types of
laws which may cause substantial | Having direct effect
harm in financial harm in on material amounts
financial or Non-Financial terms. & Disclosure in FST
(g :tax & Labour Laws)
2 Other laws which are
fundamental to operations
of entity ,Hence NOC
may lead to material
effect.(Eg: CAR by RBI,
solvency by IRDA)
NOCLAR asks to evaluate -SA 250 asks to consider effect
Effect of effect of NOC on investors/ on financial statement & its
'jocc ° creditors/Employees/Also fundamental assumption
General public going concern
(stake Holders considered) (stakeholders not considered)
Disclosure -As per NOCLAR in exceptional -As per SA 250 we should
to circumstances, if there is disclose to authority only if
Authorities imminent breach of Law/ it is required by Law
Regulations plus substantial or Regulation.
harm to Investors/Creditors/
Employees/Also General Public
-Then apply judgement & decide
whether to discuss with MGT/
TCWG or directly go to
appropriate authority to prevent
or mitigate conseguences
of imminent breach

[ Matter is inconsequential

] next _column...
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CNO—PE.2]0

APPLICABILITY OF NOCLAR IN INDIA #Amendment
1
¥ 1
[ As per IESBA Code of Ethics ] [ As per ICAI Code of Ethics ]

A !
NOCLAR is applicable to CA in NOCLAR is applicable to CA in service who
service under all Employers and are SPA under Listed Entities and CA
Ch in practice for all assignments in practice for audit of listed Entities
and CA in practice for Audit of
Listed Entities + having
networth 250 crore or more

-(spr-so)

4
[ Applicable from | Oct 2022 ]
4
[ CA in service -Sec 260 ]
( CA in practice- Sec 360 )

CNO—PE.220

RESPONDING TO NOC UNDER NOCLAR

-»[ Separate Responsibilities ]

¥ 1
[ For CA in service } [ CA in Practice }
\ 12
Section 260 of Part Il of COE | | Section 360 of Part Ill of COE |
{
It is further divided in 2 parts ]

I. Responsibility of senior Professional
Accountant in Service.

SN —

2. Responsibilities of Professional Accountants I
other than senior Professional Accountant

-»[ Broads steps for Responding to NOCLAR ]

L[ In case of CA in Service ]

l. Obta/n/ng understanding of the matter (Nature/ Consequences etc)
12

2. Addressing the matter (Discuss with immediate superior/ communicate
to TCWG / Ensure Compliance etc)

{
[ 3. Determine whether further action is needed (Informing Management }

of Parent Entity / Resigning etc)

4
4. Seeking Advice (Consulting Internally or Law Firms or ICAI)
4

S. Determining whether to disclose the matter to appropriate Authority
(RBI/SEBI etc)

12
6. Imminent Breach (Causing Substantial harm) immediate
communication to Appropriate Authority

{
7. Documentation (matter/Discussion/Action etc)

DOCUMENTATION REQUIREMENTS

-»[ As per Revised Code of Ethics (NOCLAR) ]

[How TCWG/MGT responded }
[Hovo CA made judgements, took decisions % decided course of Action }
[How CA ensured that responsibility of Public Interest is fulfilled }

-»[ As per Standards on Auditing ]
R o | NOC is a significant matter & following
should be documented
4

Prepare documentation for understanding significant matters (SM)
significant professional judgements w.rt SM & conclusions reached

Document discussions of SM with TCWG / MGT Including with
whom, when, and nature.

(A< per SA 250 || Document Identified / Suspected NOC, Discussions with
P TCWG, MGT & Other parties & conclusions reached

->[ Section 2(2) (iv) }

29

QNO-654.000/ 655.000/655.050

CA ACT — SECTION 2(2) DEEMED TO BE IN PRACTICE
S

( Majority of the provision of CA Act, are for Charted Accountants in practice
some CAs may do practice related work without taking COP so as to avoid
— | provision of CA Act To ensure that all the CAs who are doing practice related
work are governed by provision of CA Act concept of members deemed to be
q in practice is created.

CNO—PE. 400

%

It simply given list of activities, if CAs are involved in these activities they are

deemed to be in practice

-»[ Important Condition J
2N

("ch whether individually or in partnership with CA/other prescribed professionals
will be deemed to be in practice for performing these activities for remuneration
(received or receivable) Further if CA is performing these activities as employee
to any organization than this deeming fiction will not be applicable, that means
it should be given in his professional capacity and not employee capacity or

\personal capacity nature help to friends and relatives, Social worker.

/

— [Section 202) (i)/(ii)/(ii/‘)]

We have combined all the activities given in these individual clauses
and arranged them logically for ease of understanding & memorization

[ Practice related activities ]

[ Describes himself as public accountant ]

[ Sets up office for practice ]

Offers to perform or performs any work related
to accounting (including advisory) or avditing
(including any verification or certification).

Continue on next column...

L*[ Services related activities ]

Working an a employee with CA /firm in practice (this is for limited
purpose of giving right to train articles and not to put any other
obligations under CA Act)

/xuditguruin

[ CA in service with armed forces ]

L[ This clause gives power to council of I1CAI to increase list of activities ]

-»[ Regulation 191 ]

->[ Individual related ]—>[ Executor ]
-*[ Trust related ]—>[ Trustee ]
-»[ Company related ]—»[ Receiver ]—»[ Liguidator ]
"[ Dispute related ]—>[ Administrator ]—*[ Arbitrator ]

Advisor or representative for costing,

|

-*[ Advisor related ] ,
tax and financial matter.

-»[ Special appointment related ]

-Appointments made by Central, State governments
or courts or-to act as secretary in various ministries
of the government

-If any of above activity is on salary cum full time
basis then deeming fiction will not be applicable.

-»[ Management consultancy services

|
[ Importance of MCS list ]

-

[ CA’s who are providing these services will be considered in practice

[ It also defines range of services which can be given by ChAs in practice

-

CA Ravi Taori
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CNO—PE.400

90

MANAGEMENT CONSULTANCY SERVICES

-»[ Origin ]—»[ ICAl issued list of MCS as per power given in section 2(2)(iv) ]

Corporate
= —
form

-»[ Exclusions ] —| |. Statutory/ Corporate form Periodic aua’its]

MCS can be provided in traditional form of practice
(proprietorship / partnership) or it can be giving by
forming management consultancy company (Mcc)

->[ 2. Tax advisory or representation (direct on indirect tax) ]

| 3. List of activities given in requlation 191 above ]

[ That means these services connot be provided by MCC ]

4. Also MCC cannot provide accounting services as it
=
is prohibited u/s 2S of CA Act.

We have arranged all the services in sequence of life cycle of
=\ List of MCS |~ ) N
company for ease of understanding and memorization

-»[ Prior to incorporation }—»[ Project reports & feasibility studies # }

= Capital structure planning & raising finance #

fund raising | Acting as advisor to public issue ™

[ Post incorporation J | Valuation of shares ( Registered Valuer) ]

| Acting as Registrar to issue and share transfer

| Business policy ]

-»[ Planning

—
1

| Organization development ]

13

Budgets (capital & revenue) ]

L| Cash budgets ]

-»[ Money management & investment & valuation ]

[ Financial management & policy # ]

[ investment counselling @ ]

[ Amalgamation & merger ]

~(  special audits |

[ Management & operational audit ]
[ Quality audit ]
[ Energy audit ]

[ Environment audit. ]

[ System analysis' ]

—»[ System & insurance ]-[: - -
[ Insurance financial advisory ]

-»[ Liguidation, etc. ]—»[ Insolvency Professional ]

# | Tax advise will be covered in MCS, for 4 things marked with ]

—

* [ Prospectus / publicity / selection of agency / post issue matters

@| Not covered in MCS broking / underwriting / portfolio management ]

CNO—PE.400

SECTION 4 § WHO CAN BECOME MEMBER

[ Regular route }—»[ As per section 4(1)(ii) pass such examination & pass such training

As per section 4(1)(v) pass such examination & pass such training

—» without India Coutside India) as recognized by €6 or council as

equivalent (concept of direct membership & MOU based membership)

[ Fees ]—»[ Should not exceed 3000 if approved by €6 it may go up to 6000

™| Personnel recruitment, Training

CNO—PE . 400

= Staffing ]--» Organizational structure & development of human Resource

SECTION § ASSOCIATE V/S FELLOW

[
[
[
[
[
-»[ Corporate planning ]
[
[
[
[
[
[

S| Incentive plan

As soon as name of person is included in membership

J/

a
- Assisting clients with their routine or mechanical tasks

and such services includes

— - - Word processing services,
Administration i 7 ) )
~ - Preparing administrative or statutory forms for client

service

approval

- Monitoring statutory filing dates and advising client

- Submitting such forms as instructed by client. (Example
functions of ST practitioner under rule 23(3) of CGST
\Rules 2017

-»[ Working capital management #

-»[ Inventory management (Handling / storage)

|| Working capital |
% cost

-’[ Cost control & methods & MIS

L[ Value analysis

)
)
-»[ Management accounting (cost accounts) and MIS ]
)
)

= -*[ Market research & demand studies }
-»[ Pricing }-
-’[ Price fixations & other decisions }
-»[ Recovery ]—»[ Acting as recovery consultant in banking sector. ]

Profitability

] [ Fund flow

—

~ [ Statements

Continue on next column...

Cash flow

member

[:[ Associate member ] — | register maintained by ICAI, person become associate

[ Fellow member }

[ Associate member has to apply to become fellow member ]

[ Fees should not exceed $000 if prior approved by €6 it may go upto 10000 ]

[ Who can apply: ]

practice will not be counted)

Associate member (+) continuous practice In India for S years (foreign \

Associate member for at least S years plus qualification as prescribed by
council to ensure that experience and knowledge is equivalent to CA's in
practice for S year

|

[ ICAI requirement W.R.T. qualification required to become FCA;

CA should be in job in government entities for S years contiguous, commercial )
| entities, statutory authority, local bodies in areas of accounts, tax, cost,
Company law, Info-Tech secretarial position etc.

CNO—PE.420

QNO-655.100/ 655.200/655.300

SECTION 6 SIGNIFICANCE OF COP

-»[ I. Mandatory }—»[ It is mandatory to take COP to practice in India or elsewhere ]

COP is mandatory even if you are practicing outside India.

2. Practicing In this case CA will be governed by ICAI professional ethics
= —_
outside India as well as law applicable in foreign countries, if there is

conflict then CA should get clarity from 1CAI

—»[ 3. Temporary suspension of COP or Membership ]

if there is temporary suspension of COP or membership

(That means even during suspension period he cannot perform CA related )
activities (as discussed in Member deemed to be in Practice) in any other
capacity such as Lawyer, CS, GST practitioner. It is mandatory to have COP

\to provide CA related activities. Y.

—| 4. Working as employee ]

If CA is doing CA related work for employer such as appearing as
representative before tax authorities then CA will not need cop
because CA is working as employee

|: Once person become member of ICAl, he is bound by provision of CA Act even

[Services given to other ]

capacity & CA will need COP before giving services to others.

—| S. Dual cCOP

(To have dual COP of professional bodies, permission is required from both the

L{ If CA employee is giving services to others then CA is working in professional J

| professional bodies

(ICAI has given permission to have dual COP with BAR council of India but BAR
council has not given such permission so practically it is not possible Further if
dual COP is allowed by both the professional bodies then in such case

| we should not use both the designations together

- | 6. Cancellation of COP for following reasons under Regulation 10 }

-»[ Nawme of the holder removed from register

-»[ Certificate issued on the basis of incorrect, mis leading or false information

)
)
| Annual fees not paid till 30" sept of financial year
Y
)

-*[ Member surrendered COP or COP is cancelled

— | 7. Restoration of COP ]

-»[ If application is made in prescribed form along with fess, COP will be restored ]

‘ If fees is paid before end of the financial year then COP will be restored from ’
the same date on which COP got cancelled.

J
Pursuing job under practicing CA or CA Firm (Break of one year can be )

5 | condoned/ experience can be partly in practice and partly in job as
specified above.) )

CA Ravi Taori

CA Vishal Bhattad's
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SECTION 7 L Further, person can request court to take control of assets and sell them and

[ G ]_> [ 1CAl has not vet alloved to use desionation CPA in deseri t/'on] pay creditors and discharge him from any unpaid liabilities when court completes

RELATED TO PREFIX, DESIGNATION AND OTHER DESCRIPTION ‘ o : 2 2 this proceeding then person is called discharged insolvent. At the time of getting
LER S al.?o consdgred as accoun ) b ody by court af/)d no discharge court may give him certificate that insolvency happened because of

_. —» membership or qualification can be mentioned because it

is not allowed by I1CAI.

misforture and not misconduct.

/xuditguruin

Person who has acquired membership of ICAI can use prefix 'CA', ’
irrespective of whether he is in practice or not

e [ Directorship/Position ]
- ‘ He can also use prefix 'Dr' as per his discretion, he may use 'Dr, ’ L Members in practice should not mention their directorship in companies ’ SECTION 20 REMOVAL OF NAME FROM REGISTER

'CA' First or use only 'Dr'. So writing prefix is not an obligation or position in political parties or position in any club or other organization

->[ Following are the reasons for removal [ F D* R* ] J

Not Allowed -»[ Qualification/Membership other than from accountancy bodies ]
(Student who are yet to complete final exam, articleship or ) L Allowed -»—»[Annua/ membership fees not paid _|
(" Ch student |- | Other training as requin ed or has not received mem b,e'j ship Qualification such as LLB, B.com, MBA and such other qualifications
number from the Institute should not use prefix 'CA" in any =N - . - -
Co . . are allowed Disqualified under section 8 to be member whether at the time of
\_.communication or social media handles ) o bershi . frer th
p _>[ Insolvency Professional receiving membership or any time after tnat
If members dont fulfill requirements such as paying -
Reguirements i i - - - - [ Removal of name from register as per order passed under CA act ]
N —| membership fees on regular basis then they should also R Member in practice who are empanelled as Insolvency professional _.@.l: ‘ . .
not fulfilled WoL dse prefix 'CA. _ can write Insolvency professional in other descriptions. [ Reguest received to remove name from membership register ]
\ J
_’@ (" He should not use any other nomenclature or designation and he Person can apply for restoration of membership if eligible, he will
L, : Co .
| should not mention other Insolvency professional agencies like €S, CMA "" have to send application in prescribed form and pay arrears of
| Allowed EEEETEE annual fees and additional fees as decided by 1CAI
e
CA in practice shall (mandatorily) use designation H !
N .. o f
Rz srrrrrral 'charted Accountant' R Mer.nber wh(? is registered with insolvency ana‘l Io‘ankruptcg‘ board of [ Effective date for restoration
_P India as registered valuer can use other description as registered valuer
-»[No addition, deletion, substitution, modification,allowed ] -»[ Same Financial Year ]

If application for restoration and fees as described above is paid
during the same FY then restoration will take place from the date
on which it was removed (So there is no break in continuity)

-»[ Designation of CA firm }
CA has option whether to use 'Chartered Accountant' as L

> . .
designation

CA firm can use designations Chartered Accountant below their name if all the
PARTNERS OF FIRM are Chartered Accountants in practice

Option | — If he use designation as ‘Chartered Accountant’ no
T [ Removal of name under the order of High court, appellate J
fp

changes allowed as explained above
) CNO—PE.420 outrority, Disciplinary committee or board of discipline

SECTION 2 | DISQUALIFICATION FOR ICAI MEMBERSHIP L[ Restoration will take place as per respective orders ]

‘ CA not in
md .
practice

p
,| Option Il — If he doesn't use designation ‘Chartered Accountant’
| then he is free to use any other designation or description.

J

=| Not allowed ~| Not attained age of 2] years ) — | Different Financial Year
Modification 1= Industrial accountant cost accountant, CACI* attempt) Income _,[ Adjudged (decided) by court as person of unsound mind ] L Restoration will take place date on which application ’
odification .
Tax consultant, Management consultant - - - and fees are received
-»[ Undischarged Insolvent (declared insolvent but not discharged) ]
('ch or cA firm can get themself registered as merchant banker N L5 : : : : : :
Nerchant with SEBI in such case, in prospectes they can write advisor/ [ Discharged insolvent but not having certificate stating misfortune not misconduct ]
banker | Consultant to issue' below their name but on letter head, visiting Convicted by court in or outside India for moral turpitude punishable with AUTHORITIES INVOLVED IN DISCIPLINARY PROCEEDING
cards they should use Chartered Accountant as designation ™ transportation or imprisonment

-»[ In ascending order }

L[ Exception (This disqualification will not be applicable) ]

-»[ Other descriptions or letters, Qualification & Membership } — -
— - [ Disciplinary Directorate ]—»[ Section 2| ]
Indicating membership / gualifications of “Other Accountancy Bodies” whether If conviction is for technical procedure not followed,
I pla I non-compliance committed in professional capacit [ Board of discipline ]—’[ Section 21 A ]
in India or outside India allowed only if recognized by council on this behalf P P pacity
allowed | Granted pardon by victim ] | Disciplinary committee |—( section 21 B ]
ST Appellate authority —| Section 22 A to 22 6
CA member cannot designated themself as Cost accountant [ €6 removes disability ] [ ] [ ]
| cMA |- they can use letter ACMA (associate) or FCMA (fellow) after -»[ Removed from membership for specified period } All of them will have same powers as are vested in a
their name to indicate qualification. civil court under the code of civil procedure, 1903.
CA's can mention membership or qualification of foreign . . . — .
L (MoUTMRA -] aceountancy bodies with ihom ICAI has signed memorandam [when person applies for CA membership he has to specify whether he is disqualified ]
of understanding (MOV) [Mutual recognition agreement (MRA) If person gets disqualified then he is suppose to himself inform ICAI about the
- N disqualification
If CA is allowed to keep dual COP by both respective
o 4 J o g . [l«)hen person get disqualified his/her name get removed from register of member ]
institutes as the case may be. Other institutes like 1CSI, Bar
Council, Cost Institute then such members can use -*{ For knowledge } C A RaVi Taori
~(Dual COP_ | designations such as Co.mp any G, G ccountan? or When person is not able to pay his/her liabilities (Negative net assets), person can go VSMART ; R E
Advocate but these designation should not be use along with to court and prove that his/her liabilities are more than assets then court will declare ACADEMY ,::;L;$~ g
designation Chartered Accountant. Either that designation him insolvent ?’;,;:F
] HE : PR 0
\should be used or Chartered accountant should be use at a time ) Contime on mext colamm. A(UdllgUfU-ln R, 0
9 Continue on next column... Telegram
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=)
DISCIPLINARY PROCEEDING-PROCEDURE - SECTION 24 | Exemptions S
= 2" office | =2
Complaint [ Information : — , - =
| * Anofymous not accepted "[ Director (Head) Disciplinary Directorate (0ffice) ] Claims be CA or uses L CA in practice can have 2" office without separate incharge provided ’ 2
' [ Non-CA } - Designation CA such office is located in =)
Prime Facie opinion regarding alleged [ Same premises ] <
misconduct after investigation ( cA ) Claims to have COP or First time P
— o o
¥ 1 1 . BUT NO-COP | Does Ch practice fine of Rs 1000 [ Located in same city ]
| THERE IS MISCONDUCT | (" NoMisconpueT ) Claims to give CA  eemd e Located within sokms from municipal ’
L /ﬁ . . . . . . st .
A L4 Matters should be placed Any institute Eguivalent Degree etc . Sec:” time limits of city in which I office is located
[ First Schedule ] [ Second Schedule or Both ] before _— (Boar d of other than — A Iy -»[ Ch practicing in hilly areas subject to certain condition:- ]
T i Discipline) [ Uses similar seal / name ] imprisonment of
o T 5 ) : ICAI Temporary office can be opened in plain areas near hilly region for period
[ Board of Discipline ] [ Disciplinary committee ] BOD will decide whether \ J [ Claims to requlate profession ] 6 months = Ji )
matters should be closed or \ or both ) U FEERNG 2 TS
further investigation should - Before commencement of every winter CA in practice should inform of
\_ be performed Y, | opening temporary office from a particular date and also inform ICAI after

SECTION 25 office is closed. Such communication should be sent by registered post to ICAI

BOD V/s DISCIPLINARY COMMITTEE "It means office can be opened in winter season but ICAI in one of the answer

(" CA Incorporates For Accountancy [ ., Ty ] assumed that office can be opend in any season only communication should be
Company is prohibited ‘[:[ <ocond time e of Re 5000 before winter. We think view taken by BOS is not correct but if guestion comes in
sob 44 exam present both the views.
Misconduct First Schedule 3 Second schedule First time fine Regular office need not be closed, name board of the firm need not be
irst Schedule ;
covered or Both S LLP where one of the ’_,‘ Cannot practice as CA and to of Rs 1000 L, | displayed at temporary office, name of temporary office should not come
PRI 2 @ S PR provide accountancy related series Second time fine in visiting cards or any other documents(when original office is not functional)
Members Members l of Rs. 5000
Number Same member can be incharge of two offices if they are located in
of l That means only those LLP were none — )
Members chai of the partner is company can practice as CA's S e
) . airman
Council Chairman 6 2-council (President or ~ 27€6 ->[ Clarification w.r.t name board }
Member Nominee | ‘member \jce president) Nominee
CNO—PE.S20 L CA can put name board at his residence with name I
SECTION 26 and designation but CA cannot put name of CA firm.
Multiple No ves Note:- Sometimes in question distance is given from the main office and not
NON CA - - oo 3 8 o .
J / 4 . from the municipal limits of city in which main office is situated in such case

Summary disposal procedure ; ; . . ] [P

Process g disposal p Specified Disposal procedure A : students should assume that this distance is from municipal limits not from
Signs any professional documents on [ First Time Fine $,000 to 1,00,000 ] . 73R g
o - main office as if, is of no use
Reprimand Reprimand behalf of practicing 4 or Firm (forgery) [ Second Time Fine 10,000 to 2,00,000 ]
Punishment | Membership (removal) ->3M Membership (removal) -> Permanent
Fine upto 1,00,000 Fine upto $,00,000

SECTION 284 TO 28D QUALITY REVIEW BOARD
SECTION 27 || MAINTENANCE OF BRANCH OFFICE
APPELLATE AUTHORITY . .
_ -»[ Requirements }—»[ CA/CA firm can open any number of branches in India | Chair person [[ Neminates § members ]‘-

10 Members ;
e N hi Yonm _ ™\ | + Nominates S member CENTRAL
Om'erbp assed Ag;)ri‘?\'/leyc’i z:’()e;izgjc - Chairman (Past High Court But one important condition:- That there Eco/Fin/Business/Acc/Law + - CVEET
Boar%’ . APPELLATE Judge) should be separate incharge for each office ] Chairperson
Discipline «| 2 Past Council Member | [ Functions of Quality Review Board ]
or AUTHORITY . ;
or 2 Government Nominee [ Separate incharge should be ] 1
Disciplinary Director (Discipline) “All are part time members A be i ” tbei r” — 3 - —
Ccommittee if permitted by ICAI Term of Chairman -’[ may be in practice or may not ve in practice ] Review of Services Guide CAs to ’ ‘ Recommendations to ’
3 years (Max age 65 years) —»[ Associated as partner or full time employee of the firm ] provided by CA improve Quality Council to improve Quality
Term of Member - : -
3 years (Max age 62 years) (- ctively associated with such office ) [ “For detailed discussion on quality review see quality review chapter ]
o % - Active association is deemed
Confirm / penalty / Modify / Set Aside order Or Remit the - If member resides in same place where office is situated
case to BOD / DC Or Pass such order as deems fit | | for a period not less than 182 days in a year or
| - CA should attend such office for not less than 182 days
- Authority should give opportunity of being heard to concerned parties. a year or c c
- Chairman or Member can resign, it will be effective from 3 months or new - active association can be proved in other manner also eqg. A visha Bhatads CA RaV| Tao ri
appointment or expiry of term whichever earlier. Giving regular instructions discussions, review and exchange VSMART ; Ofee¥0)
- Chairman or Member can be removed - Proven misbehavior or incapacity + Inguiry of documents etc but in this case executive committee of ICAI ACADEMY E?;E‘;*V?
by ¢6 + opportunity of being heard. \should accept it as active association Y, A(U dil@u fUin 7{‘:}:’ :
e BT Y
92 Continue on next column... Telegram
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<
TYPES OF UNETHICAL ACTIVITY . [ Fraud ] [ Misappropriation of ICAI funds for personal purpose ] e
; - Chegues given by NBFC bounced because of lack of fund, where (8’
st n 0 GO o N 5 3
[In I* and 2 (schedule of CA Act, hsi;of activities is given which are considered Frau CA was managing director, negotiable instrument act 133 =
misconduct (wrang doing/unethical o
" . o o
Irrespective of what was the intention and whether or not any person is harmed, % Z::t % % g::::(’j:jdto:;:i:::e:f(i);p;:mt::):f:z % RANCHI FIROZABAD BOMBAY SHIRDI <D
if CA has done any of these activities then CA will be deemed to have 4 : REQUIREMEN FEES BUSINESS SlaN
conducted mis-conduct [ 6 J [ Govt } [ Authored book on tax for secret income (black money) } T 0//’— Co ACT Clause 10 Clause 1) Clause 12
: Clause 9
_.[ e ] [ Govt } { Ch filed 2 return of income to evade tax } FIRST SCHEDULE
[ Acts which will be deemed as professional misconduct are given in ] Fabricated challan of advance tax of client, encashed it PART 11
[; 1 1 o by opening fake account of client
I" Schedule 2" Schedule & B TIC
L L A S :
Part 2 — FIRST SCHEDULE - - m
T = | Por 2 FIRSTSCHEDULE ex Tan Taner SHIQUE
Part Il EMOLUMENTS ACCEPTS
STRUCTURAL OVERVIEW OF FIRST & SECOND SCHEDULE Clause | Clause 2
->[ Other misconduct ]
[ List of activities considered other misconduct are given in ] [ Ak SCIHED o2 }
v 1 1 [ T T 1 FIRST SCHEDULE
I* Schedule 2" schedule ‘ PART | ’ ‘ PART |1 ’ ‘ PART 11l ’ ‘ PART IV ’ PART Il
! ' 12 CLAUSES 2 CLAUSES 3 CLAUSES 2 CLAUSES
Part IV Part Il 2 Seq
-»[ other misconduct (as per past cases) ] [ SECOND S|CHEDULE } w
Section 22 explains that list of professional and other misconduct ’ PA;TI PAI:T M PAI:T i — ~
is given in schedules. FAFDA RASGULLA
9 — _ — ( 10 CLAUSES H 4 CLAUSES H | CLAUSE ’ FELLOW REPLY TENDER
It further says that disciplinary directorate can exercise his power to
collect information and do investigation as given in section 21(1) | TOTAL 34 CLAUSES | Clause | Clause 2 Clause 3
In any other circumstances and if appropriate proceed ahead with FIRST SCHEDULE
the case for other misconduct PART IV
|Earlier this power was exercised by court and council of ICAI ) IMAGE RECOGNITION MEMORY TECHNIQUE OF FIRST SCHEDULE (other Misconduct)

-»[ List of instances which were declared other misconduct is given below ] FIRST SCHEDULE PART - |

[ (other Misconduct as per past decided cases) ]

| Anger | [  objectionable/Derogatory/Abusive/Insane Comments |

( Publishing advertisements with malafied intention to Imprisonment Disrepute
Ange
L ma’/‘gy’ any person ) Clause | Clause 2
artic] [ Used service of article for running other occupation or NARGIS FAKHRI PARESH RAWAL ALIA BHATT PRABHUDEWA
business (£g griculturel Election work) NAME Ch in PAYING ACCEPTING PARTNERSHIP

[ Submission of bogus bills & receipts & claim expenses | practice Share SHARE oL ¢ e
9o . 4 Clause | Clause 2 Clause 3 FIRST SCHEDULE
L during bank audit

J
[ Client ] [ Coercion for payment of fees ]
u Where a chartered accountant had adopted coercive g g
methods on a bank for having a loan sanctioned to him.
Retained books & failed to return without reasonable ) SCORPIO AUDI DUSTER TOYOTA CAMRY FIRST SCHEDULE ’_»‘ APPLICABLE ’_" PRACTICING CHARTERED ACCOUNTANT
: cause. Further as per ESB announcement:- A Chartered SECURE ADVERTISES DESIGNATION COMMUNICATION PART | ONLY TO (individual / Proprietor / Firm)
accountant cannot exercise lien over the client WORK Clause 6 Clause 7 WITH PREVIEOUS
documents/records for non-payment of his fees ) Clause s AUDITOR

[ Deceive ] [ Manipulating minute book of Company ] Clause 8

- Giving fake documents to client, claiming that they
Deceive q
[ > ] are issued by ROC

Deceive ] [ Issue of fake experience certificate to other person

CA Ravi Taori

Deceive ] [Forgea’ will of relative

CA Vishal Bhattad's

— L JL _JL

[
[
[
[

Emploger | | Gross negligent as emplogee XCSAlvll)AEmY @E-igég

Employer] [ Fake experience certificate while applying for job ?7"’1', .

Auditguru: RS

03 Continue on next column... 9 -In S
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CNO—PE.S30

CLAVUSE |
WHO CAN PRACTICE IN NAME OF CA IN PRACTICE

-»[ Practicing CA }—»[ o e ]—»[ CAin practice]
—
[ Partner ] [ Employee ]

[ To practice in name of CA/CA firm ]

A CA in practice will be deemed to be guilty of professional
misconduct if he allows any person to practice in his name who
is not CA in practice or not in partnership or employment with him

How to write
= N —
clause in exam

- Cases Cases Remarks

(1 Non cA (B com/M com/MBA/CFP)
[2 Relatives (Spouse/Brother/Sister etc)

[ 4 CA in practice but not employee or partner

XXX (>

] |
] |
[3 CA not in practice ] [
| |
J

)
)
)
)
)

[S Foreign Professional (CPA/CFA/FRM)

CNO—PE.600

CLAUSE 2
PAYING SHARE OF THE FEES/PROFITS

—»[ Allowed ]—» { Practicing CA ]—»[ Can ]

T )
| Agr ee.; to pay or] allows to deduct
ays

T
In the form of

[Share ] [Brokerage ][Commission ]
]

—/

3 1
[ Member Related ] [ Partner Related ]
Mey; ber Membe:s ‘having e [Pan?ner
1 of ICAI \ 5 ;e,f;;fgjn prescribed professional (Retired partner
(Rzgulation s34) | | bodies (Regulation $3A) Legal heir of
deceased partner
[ Note:- This is for all the service] (should be specified
-» rendered in or outside India in partnership deed)

—( (1) Members of prescribed bodies (indian Prof) |

[ 1Cs1 ]

= 1cw a1/ 1cAl (cost) J

*[BAR council of India ]

->[ Indian Institute of Actuaries ]
[

>| Indian Institute of Architect ]

->[ (2) Foreign prof. bodies - membership / qualiﬁcation]

4

[ as recognised under sec29 }
4

( MOU & MRA )

Continue on next Page...

94

-»[ (3) Member having prescribed qualification ]

| CWA/CMA Establishlied or Recoginzed
| LLB by law in India(for e.g:- All

India council for Technical
Education (AICTE)

| Architect / BE/B.Tech (Engineer)

(cs 5

v

MBA

[ )

[ .
-»[ Actuary ]

[ )

[ )

— Cases

I.CA pays S0% of audit fees to employee under name of office
allowance. (Nomenclature not important)

2.0btained loan from finance company and agreed to pay 6% pa

interest & 10% of Gross Fees till the loan in repaid.

A\

g HE

3.Percentage of professional fees from audit of co-operative society

deposited to state government treasury to cover administrative cost

(‘4.cralcFa ] (X
[ S.Qualifications from foreign universities ] [ X ]
6.In partnership firm, partner dies, widow is paid share of profits,
such provision is present in partnership deed

. Specil case_
L Goodwill

->[ Transtfer of Goodwill ]
[}
CA in practice

(individual or proprietor)

All partner of CA
partnership firm

¥

Die
]

[ Legal heir can handover practice to another CA in practice ]

¥ 1
CA can not share fees or CA can pay lumpsum amount
profits with legal heir as for purchase of goodwill from
deceased was not his partner legal heir of deceased partner.

Installments should not be
linked with future earnings.

—>[ Procedure of Transfer of Goodwill ]
i
[ CA in practice purchasing Goodwill ]

I:[ Application to purchase goodwill should be sent within | year ]
[Following should be sent along with application ]

—| | Death certificate

2 Succession certificate/will/legal heir certificate/Affidavit
sworn by all legal heirs.

i

—| 3 Draft sale deed not signed agreement.

| S No objection certificate of legal heir

6 Newspaper advertisement to purchase goodwill (+) copy to
regional office

!

N G N G | GRS S

E
E

—»[ 4 Clear payment terms for amount & time.
[

14

CNO——PE.S 20

CNO-PE.570

REGULATION S3A

[Ina’ian Prof. Bodies

[Foreign Prof. Bodies

}}

lification +
GO

CNO-PE.570 REGULATION s4B

[

{Ina’ian Prof. Bodies

[Foreign Prof. Bodlies

Foaw
1

[

Entry of Engineers Prof. Bodies ]

Eile form 13 within Death on or after 10" Aug 1998 within | year from death till that time

30 days of approval

with ICAI which is submitted within | year, time available is | year from date of

ending dispute

ICAI will keep name in abeyance or in case of dispute within legal heir

CA Vishal Bhattad's

VSMART
ACADEMY

Auditguruin

CA Ravi Taori
: Ok 0]
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CNO—PE.620

CLAUSE 3

ACCEPTING SHARE OF FEES

- Allowed ]-»[ CA in Practice ]—»[ Can accept or agree to accept ]
4
[ Share of Fees / Brokerage / Commission from following }
\
[ Members related points ]

Members of prescribed
Professional
bodies Regulation
s34(1%2)

Members having prescribed

Member of ICAI Qualifications Regulation S3A(3)

| Regulation 34 |~ same as Clause 2 |

It means Fees obtained by CA in practice from another

> | Referral Fees |=| CA in practice for referring Client .It is allowed to pay %
accept such fees.
. e

CA in practice & lawyer paying 12 % of the Fees to each other

]-’[ Allowed ]
Allowed ]

[
[ Accepting Share of Fees from Chemical Engineer ]—»[
[

Accepting share of Fees from travel agent /Broker/Doctor ]—»[ Not Allowed ]

CNO—PE.660

CNO—PE.640

CLAUSE 4
PARTNERSHIP

->[ Allowed ]-»[ CA in practice can enter into partnership with following

[ CA in practice )

| Member of other professional bodies as may be prescribed
Regulation $3B(1)

- o
Foreign resident who became member of ICAI Section 4(i)(v)
> (under section 29) into MOU's/MRA's so that foreign professionals
\can become member of ICAl & vice versa )

R Who's qualifications are recognized by Central Government or
Council for purpose of partnership [Regulation $3 A Point (3)]

. (Regulation 53 B(1) ] _’l Member of following professional bodies \

are allowed to enter into partnership.

= Member of ICSI

= Member of ICWAI

= Member of Institute of Actuaries of India

[
[
*[ Member of BAR Council of India
[
[

= Member of Indian Institute of Architects

— /JC_ _JL L _Ju _JL

> Member of institute of Engineers Or Engineering from
a University established or recognized by law.
> CS
-»[ Regulation $3 A(B)] [ ]
V b cwa ]
People having following b Bachelor of Law ]
gualifications o Ry
are eligible for partnership "[ y ]
( BE / BTech ]
*[ Bachelor in Architecture ]
L[ MBA ]
9s Continue on next column...

Certain Foreign professionals who are covered under MOU/MRA
can become members of ICAI by appearing for few exams and

- IR~ then are eligible for partnership e.g:- CPA Australia , CPA
Canada , ICAEW etc

-»[ Partnership with Foreign professional in India or outside India ]

L [ It is not possible till they become member of ICAI under MOU/MRA. ]

-»[ Multi Disciplinary partnership ]

L Though law has allowed it, requlators of other professionals are yet to permit it and
ICAl has not issued guidelines yet. So practically it is not possible right now.

As per section 464 of Co. Act 2013, as on today limit for maximum
No. of number of partners is S0. But this limit is not applicable for
| partners |~ | professionals governed by Special Act. As CA’s are governed
by special act limit is not applicable to them.
»{ Case }-»[ Entered into partnership with uncle for doing textile business }
!l
[ Guilty under Clause (4) & (1) ]

L'[ Clarifications of clause No 6 ]

[ Shortcut :- REGISTRAR Bans Violent Movies and Promote Public Counselling ]

-»[ I. Responding to tenders, advertisement, circulars:- }

/xuditguruin

CA can respond to tenders and request made ’

- (alsed )

by users of professional work. (Repetition)

Conditions based on
areas exclusively reserved
for cA's (audit and

N { attestation services)

Minimum fees should be prescribed ’
in tender documents

Minimum fees should be as per nature,
volume of work and manpower requirements.

Condlition based on areas opened to other _| Nominimum
professional also (accounting & internal audit) fees required

| Security

CLAUSE S
SECURING WORK

[ Partner

—  Allowed |—| professional | Not allowed to use means Which are not

opened to CA's (Ethical means are allowed)

work through

)
CA can secure [ Employee ]

Not prohibiting any agreement
covered under clause 2,3 & 4

—| Agents on commission basis ]—»[ Not allowed

=| Coercion

)
—>[ Not allowed ]
)

[
[
->[ Bribe —>[ Not allowed
[
{

]

]
-’_-» Identifying mistake and blackmailing ]—»[ Not allowed ]

]

| Hacking government sites —>[ Not allowed ]

Taking loan and instead of repaying,
-" offering services in return ’_' Not allowed

—| Cost sheet

It should be maintained by CA's when they respond to tenders this cost J

sheet should include details of number of persons required, hours to be
spent so as to compute overall cost

[ This information may be called by ICAI ]

-»[ 2. Application for Empanelment ]

(el -

and maintain panel (list) of CA's for allotment of audit and

Court / govt entities / banks / co-operative Society prepare ’
other professional work

[ 1Al Will not interfere with prevailing EMD / Deposit requirements } |
{ If complaints are received for exorbitant EMD / Deposit, Ethical
standard board may look into the matter on case to case basis

| Who can apply CA's having knowledge about existence of panel,
for Empanelment can apply to get his name included in the panel.

It means randomly applying to any of above
-»[ Roving Enguiries ]-» organizations without prior knowledge whether
they maintain panel

[ Such things are not allowed ]

; CA's are permitted to quote fees, when enguiry is received from
L Quoting fees |-

such organisations. Don’t guote on your own. No menu card for fees

CNO—PE.630

CLAUSE 6

SOLICITING CLIENT THROUGH ADVERTISEMENT

-»[ Not Allowed ]—»[ Soliciting Casking) clients for work either directly or indirectly by ]
1

¥ E 3
[Interview} [Advertisement} [ Perso;_oa/ . } [Circular} [Ang other}
communication means

‘ Apply, request, invite, or secure any ’
professional work from another CA in practice

‘ Can respond to tenders or Inguires by ’
users of professional services or orgnisation

Areas exclusively reserved for CA's, apply J

,I} only if minimum fees is prescribed.

Areas which are open to other professionals J

also, can apply irrespective of minimum fees

Continue on next column...

-»[ 3. Greeting cards or invitations ]

Professional designation and qualifications are
Not allowed |- . . T
not allowed in greeting cards or invitations
Designation “Chartered Accountant” along with the name
Allowed - . . . T
of firm is allowed if greeting card or invitations are sent to
¥ ¥ 1
[ Relatives ] [ Friends ] [ Clients ]

L
[ Of the concerned member ]

{

¥ 1
Greeting Card] [ Invitations

[ For religious ceremony

[ For opening of office

)
[ For Vnarriage (Not other) ]
)

‘ For change in office
premises [ telephone number

Continue on next Page...
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->[ 4. Introduction to client of another CA:- ]
Another CA started giving professional services
to a particular client such assignment will be called original

-
professional work. Now such CA introduced his client to us.

[ original professional work cannot be accepted by us. ]
Not
If any other professional works is directly offered by client
atloroe to us then we should ask client to come through other CA

who introduced us. ( CA should be informed and kept in loop)

-»[ S. Sponsoring activities ]

> [ Not allowed ] [CA's are not permitted to sponsor an event ]

[ Can sponsor events if 2 condition are satisfied }

Event conducted by programme organizing
| Allowed unit (POV) of ICAI

Such event has proper approval by CPE

Directororate of ICAl

Sponsoring such activities are allowed provided only

> | CSR Activities |=| individual name with prefix CA should be given and

no mention of CA firm name or CA logo is permitted

-»{ 6. Silver, golden, platinum or Centenary celebrations advertisement]

[Not allowed ]-»[In general Cannot advertise event organized by CA/ CA ﬁrms]

If event is in nature of silver, golden/ diamond, platinum

Allowed || or centenary celebration of CA firm then advertisement

can be published in newspaper or news letter

- [ 7. Teaching / coaching / activities by CA ]

Such ber should tak jat ssi
_’_{ uch member should take appropriate permissions }

as required by clause 11 and requlation 190 A

Member in practice should not put advertisement of
coaching / teaching activities it will lead to indirect
solicitation or solicitation by other means under clause 6.

(ot lwed |

Abstain from advertising their association with coaching
/ teaching activities through hoardings banners, poster
and any other means

-»[ Allowed ]-»[ Can put sign board giving following details. ]

-»[ Name of coaching / teaching institute

| Subject taught

| It should be outside their coaching / teaching premises

)

[ )
->[ Contact details ]
[ )
[ )

L| Size should be as applicable to their name board

= [ 8. Roving Enguires }
[Not permissible to address letter, emails or circular to

L Not allowed || people without any request or requirement from their

side, it would tantamount to advertisement

-»[ 9. Advertisement & Note in press ]

To advertise for soliciting work or any advertisement I
which can be interpreted as solicilation

Not Allowed Circulating letters to even to small I

field of possible clients

[Personal canvassing (Door to Door) ]

Continue on next column...

May advertise changes in partnership dissolution /
change of address or telephone number

L Allowed L Give mere status of facts in newspaper or magazine

and ensure appropriateness of area of distribution
and number of insertions

Classified advertisement in Journal /
newsletter of Institute (ICAI)

-»[ For sharing professional work on assignment basis

-.[ For seeking partnership

-»[ For seeking salaried employee

-»[ Only accountant name is allowed, not firm name

_" Address, telephone number. Email, social
networking site of member can be given

Can specify experience and area of specialization
expected from the candidates who are applying

E Auditor can send his representation when CA is

-

replaced as auditor

CA can explain in dignified manner that CA acted
> Allowed 4, independently and conscientiously

Ccarefully) throughout the term

-»[ CA may indicate his willingness to continue as auditor J

L | Needless publicity, any thing which tantamount ’

L (" Not allowed 14 directly or indirectly to soliciting.

-»[ Boosting your work on interal control etc. ]

->[ 1. Books / Box Number, articles or presentation]

~ioned
[Can write name of the firm ]
_" Highlighting any professional attainment

(s) whether of member or firm

Can write designation chartered Accountant J

->[ 12. Educational Video ]

[ Allowed ] -»[ Can upload educational nature videos on internet ]

Reference to name of the firm should not contain
any contact details or website address

ot alowed )|

— [ 13. Movies or television credits ]

[ Sharing firm profile with prospective clients ]

— / __JL_ _JL _JL _JL _J

-»[ 10. Representation by auditor under section 140(4) of companies act 2013 ]

I:[ Allowed ]-»[ Name of the member or firm can be included in credits
_»l Exh/{o/t/on of name d/fferent.Ig as compared to other I
entries (names) in the credits

- [ 14. Share firm profile with Prospective client ]

[ Not allowed ]-»[ To share firm profile with prospective client ]

It can be shared, if it is in response to specific
gueries by prospective client

Sharing can be done with existing client
without any prohibition

Continue on next column...

-»[ 1S. Giving Public interviews ]

[ Giving public interviews to press or all any forum, ]

L Allowed [ Name of member or firm }

[Ang detalil given in response to specific questions }
and they should be of factual nature only

/xuditguruin

>| Not allowed |-

Detail should not be given in such a way which result \
in publicity or highlighting professional attainments

-»[ 16. Seeking work from professional colleague ]

N [You can seck work by professional colleagues (personal }

communication such as meeting, calls, email)

Issue advertisment or circular for seeking
Not allowed |- :
work from professional colleagues

->[ Cases of clause 6 ]

| Advertisement published in newspaper congratulating ’ i
R
opening of new office
In T.V interview, bio-data of firm containing information Not
=

> | like international standing,achievements, expert in field allowed
of taxation etc. was handed over to chair person

S | Printing vision, values behind visiting cards ]

CA Vishal Bhattad's

CA Ravi Taori
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CLAUSE 7
DESIGNATION AND ACHIEVEMENT

Can advertise services provided through write up,
provided it is as per quidelines issued by ICAI.

—  Allowed - [
[ Advertising professional attainments or services provided ]
—|_Not Allowed { Use of any designation other than chartered Accountant

on professional documents, visiting card, letter head or
sign board. (refer chart given for section 7 for details)

->[ Clarifications under clause No.7 ]

 shortcut - Friend SLAPS DR NeNe |

- [ Mention of Firm name except on professional documents ]

‘ Can use firm name along with designation
chartered Accountant on professional documents

¥ T X !

Under other circumstances

as clarified by ICAI under
clause (6)/(7)

. Caooed )

Visiting || Letter Sign
cards heads || boards

-»[Indivia’ual member can use prefix C.A with name everywhere. ]
L (Vot alloved Don't put designation chartered Accountant at any
Y
ot allowe other place such as pen, bags, key chains etc.

- [ Size of sign board ]

»[ Allowed ] - [ Size of board should be such that it ensure ]

¥ 1
Appropriate visibility and illumination || Exercise own discretion
(Lighting)for proper visibility (ensure good taste)

-»[ Glow signs ]

->[ Not allowed ]--»[ Lights on large sign board ]

-»[ As used by traders or shopkeepers ]

Nawme board of individual member with
designation chartered Account is allowed

=
>| Residence |-

->[ Name board of firm is not allowed ]
-
Designing own logo of any kind or
form on any document or material

| Not allowed |4+ Monogram Gwriting name in designer style) |

Printing member/ firm name in any manner
tantamounting to logo/ monogram

Common CA logo }

Allowed -[E
-> [ All members may use whether in practice or not ]

L{ Elements of CA logo |

[ Rounded rectangle with white color background (enhances look of logo) ]

[ CA in blue color for creativity, knowledge, integrity ]
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|:[ Tick Mark in green color for prosperity and harmony ]

—

[ Tick mark Cupside down) symbolizes wisdom and value of profession

@- [ Appearance of CA on electronic media (including internet) ]

->[ Allowed ] [Internet J
[Films J

-»[ Appear on ] [Television ]
[Rad/'o }

[ Lectures at forum J

-»[ May give names and describe themselves as Charted Accountants

->[ Firm name is also allowed

»[ Specialized knowledge or guestions related to subject matter allowed

— L JL _JC J

-»[ Objective professional view on topic under discussion

[ Any exaggerated claim ]

~| Not allowed ‘E [ Comparison not permissible ]

[ Promotion of him or his firm ]

@ - [ Important appointments or views of Public importance ]

L| CA is appointed or is in position of local or national
importance e.g MP, MLA, Chairman of committee

- [ stuation )

CA ask to give views on matter of local
or national important

[ Mention membership of ICAI )

= Allowed |1 “4im to active suitable Publicity for ’

-’\ ICAI and its members generally

nd [ Not allowed ]—»[ Reference to professional firm. ]

- [ Seminars, training courses for staff

- [ Holding seminars, training courses ]

[ For his staff ]
[ For staff of other CA'c ]
[ For clients and his staff ]

- (alled

Name of CA is allowed in booklet or document but
undue prominence should not be given

»[ Not allowed J - [Name of firm (not specifically mentioned but it is implied) ]

@- [ Public announcement with details of Director

-»[ Situation ]-»[ CA is appointed as director in a company ]

@- [ Date of setting up of practice / year of estabh‘shment]

[ Date of setting up of practice or establishment ]

|"[ Not allowed ]

[ On letterhead ]
[ On other professional documents ]

@- [ Reports & certificate ]

Report and certificates should be issued
on the letter head of the firm

] [ It will bring notice of public in a greater or lesser degree ]

[ Allowed

Extent and manner of publication of certificates should
be limited to what is necessary to serve its proper purpose

@- [ Notice in the press related for success in examination ]

| Notice can be published in press for success
in examination

Local newspaper can publish details of

J
*Eexaminat/‘on success. }
[ }
[ ]
[ ]

. Caiomed )]
| Name [ Address [ School / local background

| Details of examination passed / prize, place gained.

> Name of the firm [/ Name of Principal / Town

-»[ Not Allowed ]-»[ Undesirable publicity of firm / Principal / article. ]

@- [ Network firm, network guidelines ]

L As clause 6 & 7 are applicable to CA and CA firms in same
manner it is applicable to network of CA firms also

[ CA should specifically inform

Important [ company regarding clause 6 & 7 of I schedule to CA Act
>
step Ch should request company that prospectus or public
announcement or communication mentioning his name

& material concerned to him, should be first issued to
him so that CA can approve it and then it can be published

[Designation Chartered Accountant ]

- lowed 1
e [D/‘rectorship held in other companies ]

Expertise, specialization and knowledge in any
particular fields or other appellations or any

L[ Not allowed ,I: other professional attainments.(Title)
Firm name

RECENT CLARIFICATION / CASES W.RT CLAUSE 7

/xuditguruin

[

(We have aligned our content strictly as per ICAl module and questions. Question asked in exam,
MTP, RTP. We have left out unimportant things which were not emphasized over long period of time)

1

[ Shortcut- KIA Firms @R ]
- [ Knowledge partner [ Thank you advertisement ]

Name of individual member as prefix or suffix
K ” [C A, as knowledge partner I
»[ Not allowed ]-»[Name of CA firm as knowledge partner ]

[D- IS0 certification

*[ Allowed J-'[ To obtain 1S0 certification ]

> | Not allowed |-

@- [ Associates of CA firm ]

To write associates of / correspondence of other firms ]

- (ot aled |~
iiidaliomed _on letter head, visiting card, professional documents

Can enter in association or firm network but in such ]

~ | Allowed | case you have to use words “affiliate of network”
- [ Firms ]

(" If CA is in partner in multiple firms, name of all the
> Allowed |~
K

firms can be given in letter heads, visiting card,
- [ Quick Response code ]

professional documents.
L [ Yes it can be printed. ]
aioned

Use expression like '150 certificate' in professional
documents like letter head visiting cards, sign board

But it should contain only that information
which is allowed in visiting card




VISITING CARD

| Allowed | [ Not allowed l
-Name N -Year of Establishment (cL 7) A
-Designation “Chartered Accountant” -Photograph (cL 7)

/Qualification -Any Other Logo (cL 7)

-Associates of “Some Other Firm”

(e 7)
-150 certification (CL 7)
-Celebrating 75 years

-Firm Name (All firms where CA is
associated, no restrictions) ( CL 7)
-CA LOGO

-Address / Email ID

(cLée&cL7)
-Website Address (Only Name Don't ~Vision / Mission of the
Use Please Visit / Click etc.) (cL 6) Firm (CL 6)

-Quick Response Code (It should

give only that info which
is allowed) (cL 7)

o DA )
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CASES WHERE BOTH CLAUSE 6 & 7
APPLICABLE (COMMON CASES)

| Shortcut: FB & cHROMA |

Firms issue circular to non-clients that partner in
charge of one of the largest accounting Firms has | —
Joined them now, they can take firms services

Not
allowed

_

-[ Banner ]—»[ Banner with name of CA firm ]—>[ Not allowed ]
-[ Centenary ]—»[ Centenary celebration etc. are allowed (as discussed earlier) ]

a Publishing book containing history, to be distributed

to clients, associates, well-wishers and printing Not
of words 'celebrating 7Syears in the profession on allowed
9 letter head and envelopes

(i)- (o)~

Providing data to other entities so that they can rate
and compare CA firms, determine their ranking

| Not ’
allowed

(%) (Rorking)—

@-[ Offer document ]—>[ Professional attainments etc. ]

L[ Not allowed (see points discussed earlier) ]

-[ Managing director ]
’_’ Not
allowed
CA was introduced to audience in conference as

L Letter sent of M.D. offering services and giving impression
that such letter are sent to more organization to get work
5 management expert and at the end to the conference
A |- - : . .
CA reguested audience to come for services to him
and also distributed his business cards

CNO—PE.720

CLAUSE 8
COMMUNICATION WITH PREVIOUS AUDITOR

Communication with previous auditor }

—

)

cost, concurrent, branch, government,

> { Applicability of clause 3 ]_. All the audits voluntary audit, statutory audit,
environment audit, quality audit etc.

Book keeping, consultancy, certification, special
audit under co-operative society & income tax act,
also where outqoing auditor is not a chartered
accountant e.g:- where auditor in CWA etc.

— | Not applicable | —
st |

Step | —»[ Offer/ proposal for appointment received by CA

Step 3 —»[ Reply received by previous auditor

[ ) )
[ Step 2 ]—»[ Communicate to previous auditor before accepting ]
[ ) )

)

[ Step 4 ]—»[ After studying all important item Convey acceptance to the client

-»[ Step | ]-»[ Whether entity has informed previous auditor ]
! ' 1
1 1

[ ok

] [ Inguire the reason for change of auditor ]

it will be fine

4 3 3 3
[ It will be healthy practice not to accept audit }
reason [That means even if audit is accepted J

-»[ Step 2 ]—»[ Communication with previous auditor ]

[ Communication will be prior to accepting the audit ]

[ It should be in writing ]

[ Mode of communication ]

It should be such that CA should have positive,
evidence of delivery of communication

_,[ I. Delivered by hand against written acknowledgment

[ 2. Sent through RPAD

auditor received From email address registered
=
with ICAl or his last know email-id

4. Evidence received form UDIN portal, quidelines

3. Acknowledgment of communication from retired }
not yet issued. I

Premises I
L -

locked

On acknowledgment due it is specified that
“office found locked” it will be deemed as delivered

= No address found |

[Communication received with remark, “no such }
-~

office exists”, and address used is same as given on
ICAI website, it will be deemed as delivered

properly served & he is not responsible for such

Unless retiring auditor proves that letter was not
L
non-service

[ 1f no, tax audit is conducted in last year |

Communicate with last auditor, who ever
was the last auditor in any previous year

In case of special audit under IT act, it is not mandatory
but healthy practice to communicate with stat auditor

[ Death of previous auditor |

Ll No communication is required just get a letter
confirming the death of last auditor from entity

Continue on next column...

L Co. act 2013

after appointment is removed and instead concept
of consent before appointment is introduced so
communication should happen before sending
consent,

\‘ As per companies Act, 2013 concept of acceptance

/xuditguruin

~[ step3 |—| Reply form previous auditor |

| Responsibility of previous auditor to reply in writing |

If CA doesn’t reply wait for reasonable time and ’
then go ahead with the acceptance

| Reasons for non-acceptance of assignment ]

[ Non- compliance of section 139 and 140
of companies act 2013

(Non- payment of undisputed audit fees (exception sick
| unit, means unit registered for not less than S years and
accumulated losses equal to or

\exceeding entire net worth)

(Issuance of qualified report, CA may accept if he thinks
| that attitude of retiring auditor wasn't proper & justified.
However, if retiring auditor gualified it for good & valid

\reason, incoming auditor should refuse.

( . . .

Before 2006 amendment incoming auditor could not
accept assignment on lower fees (under cutting) without
\valia’ reason because of cl 13, but now it is allowed

v

| Step G |— [ Acceptance letter sent to client |

It is sent after analyzing reply or waiting for
reasonable time period

In case of t/‘ght time schedule, CA may accept the audit on
_ conditional basis subject to reply of previous auditor.

1

It is clarified for government audits (including government
_ companies, banks & branches)

4

| Silent about other audits |
1

[ lets not take risk, lets assume its not available for others ]

CA Vishal Bhattad's

CA Ravi Taori
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CLAUSE 9

REQUIREMENTS OF COMPANIES ACT

-»[ Duty of incoming Auditor J

Auditor should first ascertain whether requirements of section 139 & 140 of
companies act 2013 have been complied with and then only accept appointment

CA was appointed as a auditor of company but CA declined
»-’[to accept the appointment so BOD appointed other CA.

> [ Appointment is not complete because auditor has not accepted it

-»[ This is case of no appointment

reappointment will be applicable (if not possible ask ROC)

, t So it is not a casual vacancy, in this case automatic J

-»[ Action of BOD is not as per companies act' 2013

-»[ Unjustified removal of auditor J

-»[ Procedure to be followed while dealing with unjustified removal of auditor ]

Auditor shall send
communication in writing to
BOD of the company giving

reasons there of

Y [ Auditor resign ]
| Situation
Cowon will) -[[ Auditor does not offer himself

for re-appointment

IF professional -[[ BOD should be informed about professional reasons
reasons [ Copy should be sent to ICAI

oObligation of Obligation to obtain copy of such communication
incoming auditor from BOD before accepting appointment

(jgz;::;itlgg, ) [ Auditor was willing to get reappointed but not reappointed ]

C# shall file copy of letter of representation which
was sent to management for circulation to I1CAI

[ Obligation of incoming auditor ]

L To obtain copy of such communication before
accepting appointment

-»[ Responsibility of Ethical standard Board ]

[ESB should review communication in situation | & 2 as discussed above ]
ESB may ask for more information from incoming auditor /
outqoing auditor / company

[ And then make a report for council Of ICAI as necessary ]

-»[ Removal of auditor by govt & other statutory authorities ]

L[ Same procedure as discussed above (2nd situation) will be applied. ]

*[ Allowed J*[

Exceptions are giving under Regulation 192 ]

[ Shorteut in the form of story ]

i
[ Alkshay Kumar took certain management consultancy service ]

i

[ Then he registers co-operate society ]
1

[ Then he raised money through certain financial services ]
i

[ After starting production, took cost optimization services ]
i

[ After sales he took debt recovery services ]
I

( After earning profits, for taxes he got asset valued ]
under direct tax and duties

i

After some years, he suffered huge losses, took service of
liguidation and receiver for realization of assets.

4
[ Alkshay is ready to take any other services as prescribed by council ]

Recently council prescribed following service ]

~> {[ Acting as insolvency professional ]

Non assurance service to non-audit client
(other than services as specified above)

-»[ cases J -»[ Fees in % basis in case of recovery in banking sector ]-»[ Allowed

Not allowed because ICAl is yet to
->[ Fees in % of loan sanctioned || explain which services will come under
certain fund raising services

]-’[ Not allowed ]

|- ot e

]-’[ Allowed ]

| Charging fees in % of value accounting bills supplied to the
clients for saving taxes

->[ Fees in % of value of Goodwill

., Engaging assignment on success fee basis
(only if assignment gives results)

-»[ % of valuation under gift tax act

L Misconduct under clause 10 parts | of I* schedule
and clause 2 of part IV, first schedule

CNO—PE.760

CLAUSE 10
CHARGING FEES

[ Not allowed J - [ Charging or offer to charge, accepting or offer to accept ]
i
[ Fees of professional employment ]

¥ 1
Contingent upon finding of
result of such assignment

I | Based on % of profit \

99 Continue on next column...

CNO—PE.730

CAUSE Nl
ENGAGING IN BUSINESS OR OCCUPATIONS

»[ Allowed J—»[ CA can engage only In CA profession ]

Which generally covers accounting / auditing / tax consultancy /
cost finance / consultancy / management consultancy etc

-»[ Permitted by Council ]

H

A part from above, CA can perform other
activities as permitted by council

¥ 1
[ Regulation 1904 ][ Regulation|9) ]

[ Can become director in a company ]

-»[ Directorship ] [ Not managing or whole time director J

[ Provided CA or his partner should not be auditor of company]

Continue on next column...

L[ Regulation 1904

-»[ Permission granted generally ]

L CA can engage into following activities
without any specific permission from council

[ Shortcut — SERVE CAMEL in PAIN |

-[ Acting as Surveyor / Loss assessor under insurance act.
( € )-(_Employment under cA / cA firm (in practice)

@-[ Recovery consultant in banking sector

Valuation of paper, Paper setter, head examiner
or moderator for any exam

-[ Editorship of professional journal.
-[ Attending Class and appearing in any exams, (articleship of €S)
@-[ Authorship of books / articles

-[ Holding public elective office (MP, MLA)
-[ Honorary office of charitable Educational Institute

_ Holding Life insurance agency license Conly for limited
purpose of getting renewal commission)

@-[ Private tutorship

-[ owing Agricultural land and carrying agricultural activity

@-[ Part time tutorship under coaching organization of Institute

L L J\ __J_LJLJuLJLJL I\ __J_JL_JLJ

@-[ Notary public, Justice peace, special executive magistrate

CA Ravi Taori
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-»[ Specific permission prior approval from council required ]

[ shortcut - LEMON FEE® |

Institute examination conducted, under the auspices of the institute or the
regional councils or their branches

Apart from those discussed here, Any Other business or occupation for which
the Executive Committee considers that permission may be granted.

Full-time or part-time employment in Non-business concern.

[ Part time or full time Lectureship for courses other than those relating to the /
p

Full-time or part-time Employment in business concern provided that the
member and/or his relatives do not hold "substantial interest" in such concern”.

Part-time or full-time tutorship under any Educational institution other than
the coaching organization of the Institute.

Interest in Family business concern or concern in which interests has been
=| acquired as a result of relationships and in the management of which no
active part is taken.

-[ Interest in an Educational institution.

Office of Managing director or a whole-time director or body corporate within
—| the meaning of the Companies Act, 2013 provided that the member andfor
any of his relatives do not hold substantial interest in such concern

-[ Editorship of journals other than professional journals.

Note:— Specific Permission ]

Council may refuse to give permission in individual cases,
even if it is covered in list of specific permission.

-»[ Regulation 191 ] -»[ Part time employment a CA in practice may accept ]

> [ Administrator ]
> ( Liguidator ]
Company _->[ Receiver ]
related [ Py ]
=3
On the rbitrator
sequence |, Advisor or representative for costing.
of power) Financial, taxation matter
Other -|:
Executor

A ointment by €6 / SG / Court
o el | PPOniment by Ca 156 [ Court

Act as secretary ]

[ Note:- Provided all above arrangements should not be on salary cum full time basis

)

loo

PART TIME PRACTICE

[ CA's doing following activities will be considered in part time practice ]

[ shortcut - SET )

P
_ CA's who have taken specific permission for any activity as

discussed above will be considered in part time practice
- J

_ CA's who are in Employment in CA or CA firm under general
permission will be in part time practice.
-

-

(cA's who are involved in Teaching in the form of private tutorship,

_ part time tutorship under CA institute part time or fulltime tutorship
under coaching organization or lectureship will be considered in
\part time practice if teaching hours exceed 25 hours a week

J

Note:- CA's in part time practice will not be allowed to perform attest function
(sign reports, certificates) and they will not be allowed to train articles.

EXPLANATION
X Means husband, wife, brother, sister any lineal ascendant ’
»-’ or descendant of CA

*[ Substantial Interest ]

[ In case of company ]

20% or more of voting power at any point of time is held by CA or
relatives or any concern in which they are having substantial interest.

[ In case of other concern ]

20% or more of the profits are entitled to CA or relatives or ’
any concern in which they are having substantial interest
|, Deemedtobe |
M.D / W.T.D substantially the whole of the management of affairs
of the company.
CLARIFICATIONS ISSUED UNDER CLAUSE 1]

~| Director / simplicitor |

Where a person is not designated as MD / WTD, he can be
deemed MD / WTD, If he is interested in whole or

-»{ ordinary / Simple director who is not WTD / MD }

Who attends only board meetings and not paid any
remuneration except fees for attending such meeting

No specific permission is required from ICAI as this
thing is allowed in clause itself. Provided CA or his
partners are not Auditors in the Company and its
fine if relatives hold substantial interest in that
company

Director
| related
points

- = | Permission |-

-»[ Can auditors of subsidiary company become director of holding company ]

EsB (Ethical standard board) has clarified that auditor of subsidiary
company cannot become auditor of holding company as it will affect
independence of auditors

->[ Promoter / Promoter Director ]

I:[ CA can become Promoter [ Promoter Director of company ]

[ ChA can be signatory to MOA / AOA of any company ]

CA can hold interest in HUF provided that CA is not
actively engaged in managing the particular business

a result of inheritance / succession / partition of family business

Member in
practice

) 2 > | Show that CA was not actively engaged in carrying on the business
in HUF doing

business

| Prove that this business was not created by himself

Furnish in prescribed format, documents acting as
evidence to concermed de-centralized office of ICAI

=

, {Provide evidence that interest in family business, devolved on CA as J

L | CA can acquire interest in the family business in following form

[ As a proprietary firm ]

[ As a partnership firm ]

[ Karta or member of HUF ]

Personal Capacity _
‘ (individual level) "’ —Allowed

[Equitg / Derivative ]

Professional Capacity ’_’
‘ (on behalf of clients) Not Allowed

Tradmg Activity
| by cA in practice

[Commoa’ity Derivatives ]*[ Not allowed in any Capacity ]

CASES UNDER CLAUSE 11

[ Guilty of professional misconduct ]

-»[ Doing business without permission.

]

Becoming executive chairman without permission

1

Becoming employee without permission

]

Becoming LIC agent

Becoming partner of Brother in business without permission

1

Doing trading in commodities derivatives which is not

— . .
allowed in general permission

- / J o JC Ju Ju JC

[ Becoming fulltime lecture in college without permission

CA Ravi Taori
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CNO—PE. 260 CNO—PE. 280 CNO—PE. 900

CNO—PE. 200

FIRST SCHEDULE Part 3 — SECOND SCHEDULE

CLAUSE 12 Port 3 SECOND SCHEDULE 4
SIGNING FINANCIAL STATEMENTS PART — Il

[ Professional misconduct in relation to CA's in GENERAL ] Second Schedule Part - |

£
>
5
@
2
£

(either in practice or service)

Who can sign balance sheet, P&L, Financial statements
or report on behalf of CA in practice or firm

L Person should be CA in practice and he should be partner of the firm ‘ CA who is not a Fellow Chartered Accountant (ACA)
{ } i ~GEery- should not represent or act as a Fellow CA
- Non CA's should not sign on behalf of CA in practice
As per section 26 ) 3 ;
-’[ P ]-’ or firm of CA's in practice (No forgery) i "[ Professmnal‘ymsconduct ]
-»[ Meaning of term financial statements ] [ If CA does not supply information or does not comply with requirements of ] Chris Gayle Rohit Sharma  Flintoff Future  Sachin Tendulkar M S Dhoni
All reports and certificates which are issued after ¥ ' 1 ConZden t ‘;’ ity i?p ort or’; isltl matge Sulbita”té al Material Fact
examining FST or books of accounts [ICAI ] [ Appellate authority ] ause Ihancia ause neres Clause S
Statements Clause 4
[It will also include any document attested ] [Council of ICAI ] [Discipl/‘nary committee ] Clause 2
(signed / conformed) as per statutory requirement [Qualitg waias laa ] [Board of discipline ]
-»[ Power to sign routine documents can be delegated ] [ Commitiess ] [ DREIPlary A ecEorate ]

[ £9. Issuing audit queries (" Even after various letters From ICAl, CA does not )
supply information about his Non CA proprietor firm

. (business) and his directorship in a company

-»[ Issuing guestionnaire are

_’[ Makina observation on draft Fnancial statement Motor Car Racing 6olf Grossly Soccer Sufficient  Archery Audit Basket Ball
9 _’ [ Even after request from ICAI, CA fails to explain | Material Negligent Information Procedure Bank Account
-»[ Routine correspondence with client how he is training article without having COP ) Misstatement Clause 7 Clause 3 Clause 9 Clause 10
Clause 6

(" Even after instruction of ICAL, CA did not fill columns )
in COP form which ask for information in respect

L to other business or communication Y, Second Schedule Part 11

ad Clause 3
- While responding to tenders or enguiries or asking work from
another CA in practice as allowed in clause 6, cannot give

L false information

-»[ Initiating and stamping vouchers

-»[ Issuing acknowledgment for records received

| Raising bills

— JL_ JuL JoL L JL JL _JUL _J

-»[ Attending tax matters on behalf of principal

CNO—PE. 220 CNO—PE. 840

| While advertising through write up as allowed under ncall Ml e ¢ <
AT clause 7 should not give information knowing to be false Comedy Nights Candy Frqsh Facebook F‘alse Mobile Money
Y o o Contravene Act/ Confidentiality by Information Defalcation
CNO—PE.420 Clause | CNO—PE.940 Clause 2 . Y
Regulations/Guidelines Employee Clause 3 Clause 4
PART - Il PART - IV Clause | Clause 2

[ Professional misconduct in relation to CA's in SERVICE ]

[ Other Misconduct ]

e 1= g =1

-»[ Not allowed } - [ To pay or allows to pay, or to deduct or allows to deduct ] i i Over Other Misconduct Clause |
i [ Convicted by court ] [ bringing disrepute to ICAI ]
[ Any share in emoluments of the employment ] i i \
l 2 t t Decided C f|' ¥
Sharing of emoluments among relatives, friends, dependents it will [ fmprisonmen ] [ past Deciaed cases ] ¢ ‘
S

-> - be considered as application of income provided such sharing '

is not related to procuring or securing the job | less than 6 months |

Making Advocates / Agent / Broker /
*-’{NOt allowed = (Company ]-{ payment ]-’[ c (other)/ customers (A’BC’)

CA employee should not accept or agrees to accept any share of
such payment which is made to specified person

| Part time / Full time Employment |

L This clause is applicable to CA's irrespective of part time or Full time
employment and irrespective of whether they are having COP

_’_{ Accepting referral fees from lawyer appointed by this company ]

by a CA who is employee of the company is not allowed

CA Vishal Bhattad's

CA Ravi Taori
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CNO—PE.960

102

[ Contradiction with ]
i -

SECOND SCHEDULE
PART - |

[ Professional misconduct in relation to CA's in PRACTICE ]

CLAUSE |
CONFIDENTIALITY

R _, | Not to disclose confidential information acquired
Not allowe in course of professional engagement.
We can share with client or on client consent with 3 party
>| Allowed -[% — : }

If it is required by any law }

*[ Disclosure of Information ]

[ If it if covered as a part of professional duty ( covered in engagement letter) ]
{

Then it is not a misconduct (e.g. If EL specify sending info
to RBI, exchange control authorities then it is fine)

In other cases

If it is not specified in EL, then consent of client
is required by competent person

| For proprietor firm || proprietor himself |

Competent [ For partnership firm }-»[ Any partner }
person

w{| |

If power is a’e/egatea’ ’
then MD

Each auditor is owner of its own
working papers. Whether Principal /
Subsidiary / Branch / Internal auditor.

- oershp |-

\
-»[ Stttz of(lg;;kmg ] They are not under obligation to
paper share WP with principal auditor etc

At his discretion, CA can make portions
or extract of WP available to client
or with client's consent make it
available to requlatory body.

. )
|, | Client's |
consent

Evidence Act, 1872/ Unlawful
acts by clients/ Tax Evasion

| These topics are covered in detailed in
chapter 'Liability of auditor" at the end.

As per this clause, no disclosure can be done unless
covered in two exceptions as discussed earlier.
But NOCLAR says in exceptional circumstances as
discussed in NOCLAR disclosure to authorities
can be done even if not required by law.

{

NOCLAR

= Cases

There is no clarification over it yet so answer as
per respective requirements till then.

-»[Reporting non compliance of Companies Act to ROC ]-»[ Not allowed ]

Bank manager is asking for Audit working paper

Files to approve loan "" Not allowed ’

(Sharing clients secrets in program of chamber

’-’[ Not allowed ’
|of commerce

L. Authorities like ROC / SEBI / IRDA / RBI
interrogating auditor

’ -»[ giving information ]-»[ not allowed ]

5| Disclosure to Shareholders/ Incoming Aua'/‘tor] -»[ Not allowed ]

CNO—PE 980

CLAUSE 2
REVIEW/ EXAMINATION

To certifies or submit report on FST, Unless examination / Review
of such FST and It records is done by

| Not Allowed *‘

[ CA himself

[ Partner

]jI» Within the ﬁrm]

] - Outsm'e the ﬁrm]

[ Employee in Supervision of CA

[ Another CA in practice

»[ Case }-»[ If there is situation that audit is not done properly ]-» For Particular
1 area/ Item

[ It will attract 3 clauses ]

[ Clause 7 ]-»[ For gross negligence ]

[ Clause 8 ]-»[ For not obtaining SAAE ]

(G 2|

That means audit work was not done by responsible
people as discussed in clause

CNO—PE.1020

CLAUSE 4
SUBSTANTIAL INTEREST

Where he/ his partner/ his firm
has substantial interest

/xuditguruin

->[ Not allowed ]-»[ Express opinion on FST ]-»l

-»[ Assignments covered under the heading expressing opinion on FST }
[}

Coverage | ———

[ services given by Firm ]
]

L ]
‘ assurance sevices (Eg. FST/Report | ’ [ Consultancy services }
certificates all types of audits) i

i Involves giving
‘ Involving authentication professional opinion
(expression an on reliability of info) 1l
¥ (" Documents where
final consultancy

[As per financial or non financial /‘nformation]

[l services are given
‘ As per statutory reguirement or other ’ \_on behalf of firm )
wise as per requirement of client 1

Not covered
under clause (4)

‘ s
[ covered under cl(4) ]

-*[ Substantial interest ]

CNO—PE.l000

CLAUSE 3

FORECAST / PROJECTIONS

_, Cannot vouch accuracy of . | camot give guarantee / surety about
B e forecast / projections (F&P) financial performance or position

Note- Forecast are based on realistic assumptions & projections are
based on hypothetical assumption

Can certify/give We should comment whether

L aloned = report on It should be as assumptions are reasonable
forecqst {)f the per SAE 3400 (realistic) but not on final
projections financial outcome
‘ As per old guidance ’»
note (N) report on F&P

financial forecast

_{ Preparing final }

‘ CA can prepare and ’

[ As per SAE 3400 ]_’ Both the things cannot be done \

simultaneously by CA
i
[ Mgt. should prepare & CA should report ]

]_’[ Always look for wordings used in ]_’[ If question is silent then ]

report & answer accordingly give conditional answer

Answering
d .
guestions

While reporting CA should
ensure compliance of
this clause & GN on reports
in prospectus (2019)

This will ensure
compliance with
-> .
companies act
& SEBI (ICDR)

-»[ Prospectus }-»[ May contain F&P |-

Ch issued report on 97 projected
FST of individual

=| Case »‘

’»[ Without verifying basic document ]
A\
[ Guilty under cl 3/7/8 of P-1,5-2 ]

Term substantial interest (S1) will have same meaning as discussed under
el , P-1, s-1 (it broadly covers 20% or more)

[Clar/‘ﬁcation issued by council w.r.t. substantial interest ]

Client is not a

[ CA himself is proprietor or Partner ]-»[ Not allowed ]

company
™ (proprietor/ Partner or relative of CA are
partnership, ) proprietors Or have

= (Lot allowed |

ICAI has clarified in following disqualification
there is issue of substantial interest

Sl in partnership

Client is a
= -
company

Disqualification of officer
or employee

Not Allowed
(Refer, co. Audit
charts for
detailed discussion)

Disqualification of partner or
employee of officer or employee

1]

[ Disgualification of holding security ]

| Disqualification of relative
being KMP/Director

[ old simple Clarification |

> [ Ch part time [/ full time lecturer ] - [Aua’itor of college not allowed

= [CA employee

|, (Partner of CA is trustee /
Employee of trust

} - [Aua’it of employer not allowed

»’ CA Is Liguidator l - ’ CA cannot do audit of company

Cannot do audit of same

o [ CA writing books of a/c ] ~ (E—

]
)
I I | CA cannot do audit of trust ]
|

CA Vishal Bhattad's
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Stat audit reset related _" Property is mortgaged but details of

charge are not disclosed
*[ CA Internal auditor ]->[ Cannot do ] [ GST audit ]

.. Non creation of sinking fund as per debenture | CealsEs

| trust deed

Cost audit
[ oy : : He canmot become aaditor for Liability related Qompang took loan from employee provident N OBTAIN SUFFICIENT INFORMATION
> eaves directorship ]-» ’

2 yrs from date of leaving fund trust but it was not disclosed. Auditor
disclosed this info to BOD and trustees but

/xuditguruin

-»[ Disqualifications to become tax auditor is given ufs 288 of IT Act ] not in audit report, Guilty of professional -»[ Guilty/ Professional Misconduct ]
-»[ Recent interesting clarification ] \V”iSCO”dUCt~ ) [ Fail to obtain sufficient information for expressing opinion. J
Stat‘Auditor can accept system Audit pr ovided it does >|  Notes to accounts related ]->[ Contingent liability not disclosed. Fails to negate expression of opinion (Disclaimer), where exceptions are
Statutory not involve scrutiny / Review of financial data or sufficiently material. (Exception means inability to obtain evidence)
auditor financial info system

related points ( Stat auditor & tax auditor cannot be valuer of ] "[ Assignment coverage ]"[ Same as Clause 4 ]

. CLAUSE 6
unguoted equity shares ->

[Intemal Qi e ol Gaail o G } MATERIAL MISSTATEMENT IN FST [ Blind reliance on internal audit in some area ]

3 Internal auditor of co. can become stat auditor of
= I:r:,ear;o:; :‘;ﬁ:zr [ employee PF trust } Issued certificate of circulation without seeing elementary detalils. ]

[Mtemal auditor of employee PF trust cannot become J "'l:[

stat auditor in government co. ( sensitive position)

Material misstatement is present in FST ]

This matter is known to CA who is going to report on such FST }

[ Didn't check investment because opening and closing balance were same.]

Issued wrong consumption certificate without examining stock register. ]

-»[ Misconduct / Guilty ] -»[ If CA fails to disclose this matter in his Report. ]

L Bank Auditor related points |

_’[ Maltiple Clagses ]_’[ Whenever CA fails to obtain adequate evidence about ]

| Materialit S ] S rticular fi jal it th ly cL (7 8), (2
-'[ Stat auditor cannot do concurrent audit ] [ J ]-'[ ame as clause ] particular financial items then apply cL (2), (3), (2)
-»[ Stat auditor of RRB cannot do concurrent audit of sponsor bank ] »[ Assignment coverage ]»[ S 6 aase ]
Under stat: t of liabilit jsi tingent liability.

*[ Stat auditor cannot do stock audit of same bank or sister concern ] [ 6 SRS O R ARSIy GO A ]

Stat auditor credit card outstanding amount after due date R SHLLADE ‘?”d certiﬁcates submitted to tax authorities

Ll ez LV are misleading and incorrect
-»[ Stat auditor cannot take loan against FD ] [ Issuing wrong certificate for end use of Funds to bank ]

-»[ Compliances & Verifications before accepting audit ] CNO—PE.1040

L[ Check compliances before acceptance | CLAUSE 7
I:[ Statue governing entity ] GROSS NEGLIGENCE

[ Partnership deed/ trust deed/instrument under which entity is constituted ]

-»[ Guilty / Professional Misconduct ]-»[ Grossly negligent and not exercising due diligence ]

> Cases

-»[ Verify before acceptance ]

‘ Approval of requlatory authorities as required under certain cases ’

(like co-operative society, etc) -»[ Repeated failure to represent client before tax authorities. ]
[ Resolution passed by Managing committee / Board of Governance / Trustees ] | Auditors fails to detect Fraud, which were apparent, obvious or
( Letter of Appointment signed by proprietor / Partners ] there were indications w.r.t. Fraud
_’[ —— ]_’[ Here definition of Relative will be as per ASIZ } | Not gble to complete audit as per given time schedule and statutory
I requirements.
[ Father / Mother, Brother / Sister, son /Daughter, Spouse ] ..[ Signing B/S and P&L A/c before approval from BoD ]

Signing two B/S by applying different judgments for same company
CLAUSE S same period.

v

CNO—PE.1040

> | Giving opinion subjected to separate notes but such notes did not exist. ]

MATERIAL FACT IS NOT DISCLOSED -»[Send/‘ng Audit report through value paid post. (cOD) ]
(o cases |
Material fact is not disclosed in FST. Which is necessary in m
— _|: making such FST ->
. (st

[This matter is known to CA who is going to report on such FST ] Fail to report that some entries in pass book has not
been passed through cash book.

-»{ Misconduct / Guilty ]-»{ If CA fails to disclose this matter in his Report ]

CA gave clean report but report on special audit
|1t should be as per sk 320 ] revealed irreqularities in cash balance ] N CA Ravi Taori
"[ Materiality ] [See amount as well as nature of fact ] [ Arbitrary valuation of closing stock and no verification was done ] VSMART X @3*;5@
[See from point of view of BS as well as P&L ] _’ ACADEMY F?;‘;‘q‘-?
3 N og 7 SNy
-~ Assignment Coverage |-+( will be same as per clause 4 above | LL Certificate issued in respect of turover of betel nuts even when ] /X Udlthf U.in YTAN
103 Continue on next column... client is not dealing in betel nuts without checking BOA Telegram




CNO—PE.1040

CLAUSE 9

AUDIT PROCEDURE

_»_’ Material depaf'ture (not following) from generally
accepted audit procedure

| Misconduct/Guilty || If CA fails to disclose these matters in his report

-»[ Generally accepted audit procedure ]

-»[ Engagement & quality control standard

»[ Statements

->[ Guidance notes

->[ General clarification

-»[ Practice manuals, studies & other papers ]

| Inclusion in audit report is not |_ Auditor is supposed to perform his
solution for failure to do audit duties properly as per SA's etc
1

If he fails to do so then merely giving reservation
and qualification in AR is not the solution
{

He will express to reasons and if he justifies that it is because
of circumstances or mgt. etc only then he will not be guilty

|

> | Assignment coverage ]-»[ Same as clause § ]

-»[ Did not conduct sample checking of bank accounts

N ’ Did not carry out vouching of transactions

»m_» ’ Did not verify actual payments for purchases just relied on bills

> l Did not check bank column totals and contra entry transactions

Resorted to test check (sampling) even when there are no internal
control and risk is high

'{Mu,ﬁple}’l Whenever CA fails to perform particular audit procedure I

clauses apply clause. (7) (3) (3)
{
[ Particular financial item- (7) (8) (2) ]
{
[ Particular audit procedure- (7) (8) (4) )
{

Both the things are pretty close and two sides of same
coin, cases may contain both the issues
1
[ Apply combinations of clauses which you feel the best ]

CNO—PE.l060

QNO-760.000/761.000/762.000/763.000/764.000

CLAUSE 10

SEPARATE BANK ACCOUNT

[ Money Received }
1

4 1
Fees or Remunerations [ For expenses ] [ Other ]
(ncluding Advance) s 1 1 ) ] .
[ (" Intended to other ] separate bank
] t
[ No Restrictions ] be spent in ] ‘ a“g‘f” ’
7 \__ short time ) ( separate bank immediately
S S account ]
( € Legp ] No immediately 4 Eg. If received in )
common A/C Restrictions 1 capacity of
V([ Shouldbe ™\ | )iguidator, trustee etc.
Use it as per Can keep it in used With in for buying / selling
requirement common A/C reas?nable property /
\ time \__ Investment etc )
AT
Should be used for proper [l
With in . purpose separate bank
reasonable time . accm‘mt
for proper purpose immediately
"
i

(" Should be used With )
in reasonable time
L for proper purpose )

Cases

f Money received for investment, deposited in CA’s saving
| A/C and no investment made with in 3 months

= Guilty cl-10 |

Money received to pay advance tax over the year,
deposited in CA,s saving A/C and used for birthday -»[ Guilty cl-10 ]
_party and re-deposited before year end

12

Ve

J

Various amount gives by clients not accounted properly

"\ & not deposited in separate bank A/C -’[ Guilty cL-7, 10 ]
o

log

CNO—PE.1030

QNO-655.100/724.000/731.000/765.000/766.000 / 766.500/762.000/769.000
MCQ - PE.4 [ Incs.44.5

SECOND SCHEDULE
PART - Il

[ Applicable to CA's in GENERAL (PRACTICE/SERVICE/OTHERS) ]

CONTRAVENTION

= | Not allowed ]-»[ Contravene provisions of ]

[ CA Act 1949 )

[Regulations issued under CA Act by 1CAI ]

[Gu/‘a'elines issued by 1CAI ]

Don't apply If contravention is not covered under any other clause then
> - . \
everywhere it will be covered here (Specific overrides general)

Continue on next column...

-»[ Regulations Related to Articles }

= [Articleship registration Related (Regulation 47)]

-»[ Don't ask for premium

-»[ Don't ask for Security Deposit from article or his Father

/xuditguruin

-»[ Don't ask for Loan from article or his family business

)
)
)
)

-»[ Don't register without COP or beyond vacancy

-»[ Working hours related ]

*[ Flexible hours withdrawn

= | Office hours shall not start after 11:00 A.M or end before 5:00 PM

> | Working hours shall be 3S hours in a week excluding lunch break

— J L _JL J

*[ Office hours not before 4:00 AM or after 7:00 PM

P

If there is exigencies (Need | demand),working hours can increase
| but not beyond §S hours per week. Further compensatory leave
\shall be granted for hours exceeding 3S

| Other working Related l

Without prior permission from ICAl cannot pursue
other Course/training/business/Occupation

working hours (Take into account travel time)

Not attend College/other institution during normal ’

-»[ Stipend Related (Regulation 47) ]

-»[ Stipend should be paid Monthly in bank account ]

-»[ Either through account payee Chegue or depositing cash ]

-»[ Regulations related to CA’s ]

[ Complete CPE hrs. ( Continuing Prof. Education ) ]
[ Advised not to take Coaching classes Between 9:30 AM to $:30 PM ]
[ Obtain peer review Certificate for audit of listed companies ]
[ Put FRN / MRN / UDIN on all reports and certificate ]

If there is misconduct under Council Guidelines 2008, or Council
aadvertisement Guidelines 2008, if it is not covered under any
clause always apply this clause along with Guidelines

> | Guidelines |=

»[ Cases ]-»[ Almost all Cases Covered above, Certain cases apart from above ]

| Articleship Registration form not forwarded to ICAI as per
regulations

is Contravention of sec.6

| Accepting audit even when undisputed fees is unpaid

_’[ Signinglissuing reports or Certificates without COP ]

| Signing 463 Tax audit reports not as per council guidelines

CA Vishal Bhattad's
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CLAUSE 2

CONFIDENTIALITY

-»[ Applicable ]-»[ only to CA's in Services of }

¥ L 1
[ Company ][ firm ][Person]

Not to disclose confidential information acquired
in course of professional employment

| Not Allowed =

We can share with employer or on
employer consent with 3° party

> Allowed
-|: [ If it is required by any law ]

— All the points are same as studied in €l 1,P-1, S-2
""l except that cl | is applicable to CA in practice I

CNO—PE.)I60

QNO-656.000/737.000/274.000/774.010/776.000

SECOND SCHEDULE
PART - 1l

[ Applicable to CA's in GENERAL (PRACTICE/SERVICE/OTHERS) ]

CLAUSE |
OTHER MISCONDUCT

[ Misconduct / Guilty ]-»[ ChA in practice or otherwise }

[ Convicted by Civil / Criminal court ]
i
[ Punishable with imprisonment exceeding 6 Months ]

CNO—PE.)I20

= Cases

CLAUSE 3
FALSE INFORMATION

*[ Not Allowed ]»[ Submit / Give ]

¥ 1] 13 14
[ Info ][ Statement ][ Form ][ Return ]

T
[ Knowing To be False to ]

3 ' 1
-Appellate Authority

) { )
-Council ] [—D/‘sciplinary Committee ]
) )

-

[

[ -Quality Review Bord [—Boara’ of Discipline
[

-Committees ] [—Disciplinarg Directorate ]

To become FCA. CA Stated that he was partner in
a firm though he was manager

Submitted bank Empanelment form to ICAI specifying
that he is in full time practice and not giving time to
any other occupation etc but he was in full time
employment and holding COP without permission
Guilty under CL 11, P-1, S-1 and CL3, P-2, S-2

QNO0-762.000/769.000/270.000

CNO—PE.)80

CNO—PE.lI40

CLAUSE 4

MONEY EMBE22LEMENT

[

Defalcate or Embezzles money received in his professional capacity

)

los

QNO-712.500/771.000/272.000/773.000/779.000

Part 4 — GUIDELINES & OTHERS
COUNCIL GENERAL GUIDELINE 2002

( Shortcut- NUU TUB of CLIENTS

(N )= No. of company Audit Assignment |

| Specified No of Audits (sN4) |

->[ CA in practice should not hold more than SNA

-»[ In case of Individual / Proprietary firm SNA is 30

We have to see No. of partner at the time of
accepting assignment.

)
)
-»[ In case of firm, SNA is No. of partner X 30 ]
)
)

>

-»[ In case part time /[ full time Employment

- ]-' Limit = 2ero
> In case part time COP

v

Limit of one partner can not be used by another
partner in Co. Audit, but can be used in tax Audit

- couting

| Two types of Co. OPC / Dormant will be excluded

=

Joint audit will be counted as ONE

¥

— L L _JL J

[
[
[ H0 & Branch of same Co. counted as One
[

> | One or more branches of same Co's will be counted as ONE

To ensure compliance, record of audit assignments need to be
maintained. It should contain assignments taken on individual
name [ on his name in partnership firm [ on his name in other
partnership firm.

-»[ Combined interpretation with Co. act ]

[ U/s 14] limit is 20 ]

»[ It excludes ¢ types' of Co's ]

[ opc/ small/ dormant / Put having PC < 100 cr (in case of pvt co.
~| exemption will be available only when there is no default
U/s 92 and 137)

N

In practical life first check limit of 20 excluding 4 types of co. then
checl limit of 30 excluding 2 types of company

It means we can do unlimited audit of OPC & dormant. extra
L limit of 10 can be used for small & Pvt co. with PC < 100 cr

J

Continue on next column...

(v )= Non-Payment of Undisputed Audit fees ]

Prohibition |=
l . If unpaid audit fees is of sick unit then prohibition
Exception |=| . .
will not be applicable

e N
We will consider audit

fees of company audit or
audit under other laws

CA in practice Should not accept Audit if undisputed
audit fees of predecessor auditor is unpaid

-’[ Audit Covered ]-’

)
C It means outstanding audit h
__" Undisputed ’_’ fees appearing in FST which
Points Audit fees are signed by auditor
_ and client both Y,

4 It means unit Registered for not N
less than S years (S years or more)
and at the end of financial year
accumulated losses equal to or
\_ exceed its entire net worth v

ad Sick unit ]->

(v )= unigue Document Identification number CUDIN) ]

Non CA's where forging signatures of CA's & issuing
fake reports & certificates

Such mal-practices was affecting CA's & other
stakeholders in society

(Professional development committee developed

= | innovative solution in the name of UDIN i.e

| Unigue Document Identification Number

»[CA'S with full time COP has to get registered at UDIN Portal

(Now every time CA sign report or certificate, he needs to fill
up key details of report / certificate on UDIN portal, get
\them registered & generate UDIN for each report / certificate

¥

Process

,|UDIN number should be specified on report certificate along
with FRN/ MRN

3" party like Banks and Government authority etc. can
verify number from UDIN portal

[ I* Feb 2019 }-'[For all certificates }

[ I" Apr 2019 ]-»[For GST & Tax audit reports ]

=200 )~ For all other Audit, Attest &
7]
Assurance Functions

Implemented In
phased manner
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c
(7 )= Maximum Tax audit Assignments ] (¢ J-(corporate form of Practice | —[ Indebtedness limit ]-»[ For ] e
L 2
9 8 5 A2 12 14 @
L[ Specified no. of Audit (SNA) | (1Al allowed corpor ?te form of practice | | ¢4 in practice (CAIP) || Firm/ Partners | | Relative of CAIP or Partner | f—_’
¥ 1 . ; o)
3 ; oy - e ™
-»[ CA in practice should not hold more than SNA ] Traditional work of Accounting / Work covered in Mgt. consultancy [ O e o e T e ] =
-»fn case of Individual / Proprietor firm SNA is 60 ] Auditing / Taxation services (MCS) as discussed in <
: : : [l L section 2(2) (iv) earlier ) Limit is for indebtedness + gquarantee
-»[ We have to see No. of partners at the time of accepting assignment ] Should be done as Individual / v or security given on behalf of TP
[ In case of firm SNA is No. of partners X 60 ] Proprietor / Firm et caty bz i 0 el | Follow limit given by respective laws |
e N form or in the form of Mgt.
Limit per Partner will be considered as 2ERO, in case, of non-CA consultancy Co. (McC) -»[Eg. Co. Audit ,00,000/- ]
| partner [ Partner is part time or full time employment / Partner practice "[ Formation of MCC ] 7 [T ik o (G000 < o e ]
o . . | Tax Audit 2ero (1,00,000 + for relative
/s in part time practice ) -»[ Forms & procedure ]-» Issued by ICAI and come into force
P ~ on 01/10/2006 [ If law is silent limit will be 1,00,000/- ]
If CA is practicing as Individual / Proprietary firm and also one or
| more partnership firm then, aggregate No. of assignments on his "[ Name Approval ]"[ Name should be approved by ICAI ] "[ Eg. Internal audiit 1,00,000/- ]
name should not exceed 60 ) Ca’s [ Relatives can hold equity *[ GST Audit 1,00,000/- (Now NA) ]
p < |, Register Co. shares in any guantum " 7
Limit of one partner can be used by another partner in tax audit. Wwith ROC { CA's can be MD/ WTD | Manager J -»[ Concurrent Audit 1,00,000/- ]
| E.g. If there are 10 partners, firm limit is 600, all 600 reports can be ' _[ Conduct of CA in emplogment (services) ]
\smnea’ by | partner Y, If CA takes this position in any Co. then he will L ; o ;
Y dered as CA in part £ i [ Exercise due diligence and no gross negligence ]
Countin e considered as CA in part time practice
L i In past, ICAI covered such cases in other
-»[ We will count corporate as well as non-corporate tax audit assignment. ] But if it is a MCC he will still be in full time practice so misconduct, So specify this also
‘ If we are doing audit of more than IFY of same client then each year ’ he can attest / Report / certificate and train articles [ If CAIP, then apply CL-7 of P-I, S-2 ]
will be counted as separate audit assignment -»[ Get Co. registered with ICAl J @_[ cuidelines for network ]_> [ See separate charts given latter J
44 AD |~  Small business -
i — [ J [ T rofoce J [ Functioning of McC | Guidelines (Already covered under clause 6 of Part |, First schedule |
-’[ Al Gl AR ] [ 494 #DA ]-’[ S0 proression ] R McCC has to give una’ertaking that they will onlg provide T on tender -[ If Ques. is on tena’ey) refer CL-6, and council
494 AE -»E Small Transport } Management Consultancy services guidelines, 2008
business ]
: _— Accounting, Statutory or periodical audits, taxation are not _[ Statutory Auditor |
»[ Joint Audit will be counted as ONE ] covered in MCS, So these things can not be done by MCC
_,[ HO & Branch of same co. counted as ONE ] CA in practice shall not accept the appointment as
: | Compliance of section 144 of companies Act 2013 | [ Applicability statutory auditor of listed Co. / Govt. Co / Public sector
~N ! . . .
[ One or more branches of same co's will be counted as ONE ] L IF traditional firm of CA in practice is a statutory auditor of undertaking / Pub . Co. having turnover of S0 crore or more
/To ensure compliance record of audit assignments need to be A a company than his MCC can not provide prohibited _’
maintained. It should contain assignments taken on Individual Name / services as given under section 144 of companies Act 2013
R
On his Name in Partnership Firm [ On his Name in other Compli o MCC has to o dertaki Jth ; Ch in practice / Firm cam do statutory audit provided statutory audit
Partnership Firm , | compliance Wi - as to give undertakings ana then comply fees is not less than other works services and assignment (0-WSA)
A J clause 6 & 7 with Clause 6 & 7 of Part | of First Schedule eared by CA is practice / firm / Associate concern
Distribution of assignment can be done in any manner as the firm Where traditional firm is giving audit services and MCC is ai sice/ Firm / - Fe— —
. . . o in practice / Firm [ Associate concern can render O- rovide
| decided. But Quality of the assignment shall be maintained Non- Audit giving consultancy services. Ensure that overall non-audit . P 0 P
L - ) ) i in aggregate fees should not be more then statutory audit fees
| as per SQC I. ) Fees fees should not exceed audit fees as discussed in these
council guidelines 2008 =
(v )~ njustified Removal of Auditor ] g [~ [ j ]
Management consultancy
P . 5 < Rounded rectangle ] : ¥
If there is unjustified removal of earlier / predecessor auditor L |=| Logo [ 9 Inclusion |7
[ i ’p ] [—] 5 -»[AII other Prof. service permitted by the concern ]
i [ White colored background ]
[He will intimate / comzlzin’ 7cto 7Ccolt:’u/)cil or appropriate committee of } [ ] N [ Audit under any other statute ]
ICAI or any person on behalf of them CA letters in blue
il i - ' [ Exclusion ]--» [Certiﬁcation work done by statutory auditors ]
[ They may send direction to incoming auditor to not accept the audit } [ Blue stands out, corporate colour denotes ] N [ Any Representation before an authority ]
i 3 3 -
integrity, knowledge, creativity and depth
[ It is obligation of Incoming auditor to follow direction ] 9y, Chid I P They are firms [ Body corporates whose partner or
_ - Upside dovon tick mark in areen Associate Directorship position his held by individual Auditors /
(_Maintenance of Book of hccounts | [ & ' - ] »-’ Partner of audit firms / their Relatives or these people
L [Mano/atorg for all CA’s in practice | CA firm ] [ Skl ot vafastm ) welnie ] holds substantial interest (20% or more
i
[ To maintain proper books of A/c's including Cash book & Ledger ] . 4 _ ' CA Ravi Taori
I [ Green is for growth and freshness ] \Vj SWI'A'B"R“.i. - —
[ Irrespective of G4AA or 4AB of Income Tax Act 1961 ] @f"i-,@
P : [ To change design } ACADEMY ?’i‘;&}’#‘fﬁ
[ This is over & above record of audit assignment as discussed earlier ] Not allowed [ To change colour } A(Udit’g*uru in 7':;:':’ .;
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COUNCIL GUIDELINES FOR ADVERTISEMENT, 2008
(AMENDED TIME TO TIME)

[ Shortcut - WOW corona is DEAD ]

@ —[ Write up (WV) ]

. eaning
|, | 1t is written piece of information like article giving info about him and
his services
RiK: should contain details strictly as specified in guidelines and also
comply with condition
-»[ ICAI will never approve WU or own any responsibility about info in WU ]
-»[ Permission of WU is orignally provided under €I-7, P-1, s-1 ]

*[ Info allowed in WU ]

]
Particulars Firm Cproprietor / o
Partnership) Individual
1.LoGo % only CA Logo Allowed Y i
Name-
2.Firm Detall FRN-
i petars Year of Establishment- NA

Affiliation with Network-

Partners-

CA's-

Other Professionals-
Articles-

Other employees-

3.No. of Partners /

R Same except number
Employees /[ Articles

of partners

Name-
4.Personal Details MRN-
Age-
Date of ACA-
Date of FCA-
Date of COP-
Other gualification-
Languages-

Same

Passport style photo-
Group position held as
Director or MD in MCC-

. . Nature of services without
S.Services Provided . Same
client name and fees

Telephone / Mobile No-

Professional Address- Same
Website-

e-mail-

6.Address & Contact Details

Signature-

Place & Date- Same

7.Authentication

[ Further conditions (Fair Value METHOD) }

-»[ Font size not exceeding 14

Not violation of any provision of CA Act, 1949 or any Guidelines
of the Council

i |

B [ Membership No / FRN is mandatory to be mentioned

No exaggerated claims for the services offered or qualifications
or experience

-»[ Not contain testimonials or endorsements or the fees charged

*[ Honest and truthful

R (Nat make any disparaging (downgrade) ref. or unsubstantiated
comparisons to the work of others

) — L J _J L J_J L J

N [ Not to bring the profession into disrepute

@ - [ Online 3° Party platform ]

| Non-cA | Entities like Newspapers, Banks, Fl are providing advisory
Entities services like taxation etc. which are generally provided by cA's

-*[ Allowed & Not Allowed ]

"[ CA firms CA's can collaborate with them

-»[ They can provide consultancy service through these websites

*[ Name of firm can come without suffix-Chartered Accountants

-»[ Name of individual CA can also be specified

*[ Professional achievements or status should of not be advertised

(S ) U ) W ) W ) W ) G

-»[ Contact details should not be specified

(@],

[Earlier ICAI covered website related guidelines under Cl 6 J

{So, whenever there is website related clarification refer cl é also J

@ - [Free to create their own website ] Any
[ | Preliminary matters ] [No need to intimate any one about website ] - | design/
format/

[Ang standard or actual format for design of ]

website is not given / suggested by ICAI allowed

{ 2 Name & main content of website (Information to be allowed) J

->[ Members name [ Trade name / Firm name ]

colour is

L Name of the website can be different from firm name but it should be as near
as possible to the name of individual name / Trade name [/ Firm name

]

*[ Year of establishment ]

->[ Address of Firm /| Members ]

(s ]

*[ Contact detail ]-*[ Fax No. ]
- Comatin |
"[ Partner’s name ]
»[ Year of Qualification ]
-'[ Partners detail ]--'[ Other Qualification ]
-»[ Area of experience (pull basis) ]
-*[ Contact details ]
->[ Profession / Other ]
e
detail o Designation ]
»[ Area of experience (pull basis) ]

| No. of Article Assistant Cpull basis)

>| Nature of Service rendered (pull basis)

[

-»[ Display of passport style photograph
[
[

— L JL JC

| Nature of Assignment handled (pull basis)

L[ Name of client & fee charged can not be given ]
4
(if required by Law / Regulation in India or outside.
Fees charged can also be displayed

It should be mentioned on website (In Italics) below such
disclosure that it is required under the requlation

_»r Online Advices the firm provides whether free of charge
or on payment basis

-'[ Other Information ]

> | Job Vacancy

other matters of professional interest

> | Educational video on topic of professional relevance

»[ Articles, professional Info. bulletin boards, professional updation,

) J «—__J CJ

> | Chats rooms, confidentiality protocol to be observe

Can provide link of its page on social networking site, not solicit
people to visit on their respective page

[ Link of ICAI regional Council, Branches & website of government /
| govt. department / regulatory authority / other professional bodies.

Link to CA association Rotary / lions. Club / Chamber of
| commerce is not allowed.

[ Unmwanted info (like live cricket score / horoscope etc) should not
| be Displayed

-»[ Mandatory Info about last update to be mentioned. ]

> After Making website. |

-»[ Run on a "Pull "model not a push model ]

p
Info. In the website cannot be circulated there on through email
or any other mode or technigue except on specific pull request

p
Not to issue any circular or advertisement of any other material

which solicit people to visit there website

Permitted to mention there website on there professional

-> . .
Stationery and email

Secrecy & compliance ]

»[ Adeguate secrecy of the matters of the client

-»[ It should not contain material variance as per ICAl record

)

-»[ Does not amount to soliciting client or professional work

conduct and ethics or any restriction in the CA Act, direction

given by ICAI, then appropriate action by ICAl in terms of its
disciplinary mechanism, suo-moto or on complain under CA

Any content [ technical feature violates professional code of
L
act 1949

CA Ravi Taori

CA Vishal Bhattad's
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@ — | Directories

Name of CA's [ CA firm can be included in telephone directories
or other directories like Trade / Social directories (Chamber of
commerce | Community) (Printed or electronic form)

[ Can make special request or make payment for inclusion for name

If directories belong to particular city or town, it should be open
for all CA's / CA firm. Further name should be include only when

CA firm belongs to that particular town / city
[Name should appear only in section category of Chartered Accountants ]

[ It should be in alphabetical order.
[ It should not be different or prominent giving Publicity / Advertisement ]
-
( Name and address of CA [/ CA firm can be included ]
in advertisement

| Allowed [ Ad should not be prominent than others
[ Name should not be bolder than content of ad ]

-»[ Ad only for following purpose }

*[ For own office staff recuritment }
For recuriting staff }

- on behalf of clents |
[ 1 Denalt o clien S] [For buying or selling business or property}

For professional capacity as :
'{ liguidator/ receiver/ trustee -'[ O G TS O A }

Don't use expression such as (well known firm) or include ’

any other promotional element

[Don't claim that services offered are superior than others ]

| Prohibition ~|:

@ - [Servfce Provider Aggregators]
L( Online application which aggregates the service providers under | roof ]

like businessmen, technicians, maintenance workers, event organizers

12
[ Not permissible for members to list themselves ]

@ - [ Special Directories ]

L IF cA [ firm is member of any particular body and if they are issuing
specialised directories for limited circulation among member of the
firm than name can be induced keeping in mind above condition

4
[ Refer cl 6 as ICAl earlier use to cover it under this clause

CNO-PE.1320

1
14

¥
A larger structure aimed at cooperation
and the firms share profits, costs or
significant professional resources or
common ownership or common strategy
or a common brand name,
or a common system of quality control

A larger structure may be aimed only
at facilitating the referral of work or
association between a firm and an

othenwise unrelated entity to jointly

JOINING | ASSOCIATING WITH
NETWORK BY CA IN PRACTICE

Network is registered with the institute.
(it can comprise only ca’s or ca firms)

v
¥

/xuditguruin

P

CNO-PE.|1300

DEEMED NETWORK

Large Structure

[ a) Aimed at cooperation }

[ b) Aimed at sharing of }

[ However, the sharing does not in it self create a network, if ]
‘
limited only to those costs related to the development of
Cost ‘ audit methodologies, manuals, or training course ’

[ Sharing is of immaterial costs
= [ A significant part of professional resources ]

t Common ownership, control

J-»[ Achieved by contract or othermeans ]
or management

Common business N
Strateqy

It involves an agreement by the entities to
achieve common strategic objectives

12
Mere cooperation With another entity solely to respond jointly to a
request for a proposal for the provision would not constitute network

|

Designed, implemented and monitored

CNO-PE.1300

NETWORK GUIDELINES

1
To enhance ability to provide professional services, firms
forms larger structures with other firms and entities.

¥

C lit trol
¥ [ ommon qaaity contro ]-" across the larger structure

It includes common initials or a common name.A firm is
deemed to be using a common brand name if it includes

the common brand name as part of, or along with, its
firm name, when a partner of the firm signs an audit report.

The use of a

common
brand name

provide a service or develop a product
1 1
o {
It does not meet the criteria of network. ] [ Deemed to be a network ] Association with “Networks” Association rith “Networks”
-~ e o by Mzmbersfin :mct’ici & by Members in Practice
whether a reasonable an o Medium of referral o ]
Judgment Lohethfer T —— That the entities Professional Work (" Non-compliance of
larger structure is be likelu t ud .| are associated in f he ab J
a network shall be el': =L ”"t;o”c i e;; such a way that a - the above state
made in light of ;‘73’9 (IRt S pecilc s e Permissible ] provisions of the Act
acts and circumstances 1
. . ( Resulting in )
1 ).
disciplinary
This judgement shall be applied consistently throughout the network } L proceedings )

CNO-PE.1340

MEANING OF NETWORK

Large Structure

L
\J L4

[ a) Aimed at Co-operation | [ b) Aimed at Sharing of
|  Profit

or

— Cost

)
=

Significant part of ’
Professional Resources

Common Ownership, ’
Control or Management

|
Common Business Strategy ]

!

‘ Common Quality Control ’

— ‘

p—

Policies and Procedures
!

[ Common Brand Name ]

CA Ravi Taori

Whether this creates a network depends on the particular facts and circumstances and
does not depend on whether the firms and entities are legally separate and distinct.
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=
Approval or rejection ofname within a time frame e
2
FORMS OF NETWORK ¢ CONSENT OF CLIENT ©
The Institute shall approve or reject the name of the Network and intimate the %
X same to the Network at its address mentioned in Form ‘A’ within a period which : - T - ...
[ Network can loeI constituted as ] shall not be later than 30 days from the date of receipt of the sfw’i A Form. [ Once network is registered it will Iz)e‘> deemed that Public notice is given ] S
¥ ¥ ¥ 1
[ A Mutual A Partnership (" alimited ) Company | Therefore no need to inform or take consent form clients | <
Entity -acting Firm Liabilit ) S
s a facilitator R E— Partn ersgip ' Approval v/s Entitlementto practice in its own name
for the O condition: ) ¥ sulzy‘ggtﬁo the '
\_ Constituents ) Ve ; a\ uidelines 5
ons /‘uen S TO;(J’ nrtzmber P‘i‘;?{;f’tntzf prgescn.bea, bg [ Mere ZPPVOVGI OZ the name of the Network shall not entitle ] FRAMEWORK FOR SETTING BYE- LAWS OF NETWORK
W odf:s nnoetrs the Chartered Institute for the Network to carry on practice in its own name
will not carry exceed 20 Accountant c;rporatte fo"”;/ [ Following clause can be incorporated in Bye-Laws J
N of practice an
out any Act and Rules [Prexi .
professional tzndlsuch Z’;‘;}V’:gt;%)e;i CNO-PE.1400 [ Shorteut : €CPL Bye Laws by D°RAFTSMEN ]
tiae. other laws as
NG \_ applicable ) CO::;’Jf:eV;Cy LISTING OF NETWORK WITH ENTITIES OUTSIDE INDIA c |- [ How Compensation will be paid to firms for use of their resources
- [ Whether Peer Review is required for Member firms

\  company )

Indian firms can form network along with foreign firms
(entities outside India) and get it listed with ICAI.

Allowed - [ How Library will be maintained

Conditions
I. Network Firms shall consist of sole Practitioner/proprietor, partnership
or any such entity of professional accountants as may be permitted by

- [ Disputes settlement procedures

(" Representatives of Indian firms & foreign firms forming network |

¥ 1
{

the Act > Foom D |=  will have to file Declaration with ICAI in form D’ within 30 days D |- Database for different types of assignments
2. A firm is allowed to join only one network. _ of date of entering network, arrangement Y, = [ How Resources will handle Administration of Network
Firms having common partners shall join only one Network T Indian firms/Foreign firms and firms having common partner with 5 [ How will handle Administration of Network
these fimms shall join only one Netiaork = [Fees to meet cost of administration of administration
SRl es 220 - [ How Training Material will be developed
APPROVAL OF NAME OF NETWORK AMONGST " - [ How Technical Director will be appointed
CHANGE IN CONSTITUTION OF NETWORK
FIRMS REGISTEREDWITH INSTITUTE - [ How Software will be developed for different types of assignments
' : : : :
[ Entry or exit form network shall be communicated in form C to ICAI within 30 days | - (How Managing committee will be appointed

A L4

Distinguish a “Network” from a CNO-PE.1420
« »

firm” of CharteredAccountants

. 4 . ETHICAL COMPLIANCE
' “% Affiliates” and not the words

[
[
[ B‘/t “% €o.” | “& Associates”

received by network

tHom to identify Engagement Partner who will handle assignment

May have
{
Distinct Name

- [ How News letters for staff & client will be issued

= ) GEHEEEREEEEER

shall be used after the name

of the network -»[ Restrictions on network firm and Compliances ] —
1
1

I Reguirements prescribed by thelnstitute in particular
Should be approved \ [ eq Z . p ] #Amendment PROFESSIONAL EHTICS
by institute

DISCLOSURE OF FEES FACT TO ICAI

If one firm of the network is the statutory auditor of an entity then the associate

|, | Lincluding the networked firm (s)] or the said firm directly/ indirectly shall not ¥
APPROVAL OF NAME OF NETWORK accept the interal audit or book-keeping or such other professional assignments | For public Interest Entities | (For Non public Interest entities |

which are prohibited for the statutory auditor firm.

[— 2 consecutive years ] [ -2 Consecutive years ]
format of application for approval of Name ‘A’
[ PP PP ]-’ [F orm A } -»[ The guidelines of ceiling on Non-audit fees is applicable to a Network ] [— Gross Annual Fees ] [ - Gross annual Fees ]
| Netwo;:( :; a MIZ .tui_’. iy -»[ AB & Affliates ] M I N v N [— From Audit client & related ent/‘ties] [ - From Audit clients & related entities ]
or Partnership Firm )
T p——— For a Network firm who is For other firms of the same [— Exceed 20% of Total fees of firm ] [ - Exceed 40% of total fees of firm ]
; - j doing statutory audit
‘ names of Network [ Netioork is 7 LLP ] [ AE Affiliates LLP ] (Gin clugdin g its aZSo ciate Netrroork c;ll;ctl;/el!/, it sll;)lallfbe
Network is a L[ AB Affliates concern and/or firm(s) having & WAES O3F 2 52 [Pyl it [ Exemption | ] [Total fees of firm is not exceeding 20 lakhs ]
Limited Company P. Ltd / Limited common partnership), carrying out the statutory audit
it shall be the same as of the same [ Exemption 2 | | Above disclosure not applicable in case of |
undertaking/company.

mentioned in the said notification [ Govt co | ( Nationalized Banks |
APPLICABILITY OF REGULATION 190 - J J
[ PSUs ] [ Public Fin Institutions ]

no member firm of the network can -
I _’[ Where rotation of firm is prescribed ]_» accept appointment as an auditor in [ Appointment by Govt ]

by any regulatory authority place of any member firm of the

Regulation 190 of the chartered Accountants requlations,
1983 shall be Applicable to the name of network

¥ L4 network which is retiring

| if a name is approved and ’ ‘ if a name s rejected as I i :
subsequently found undesirable it is undesirable 5 Network may advertise to the extent permitted by the T CA Ravi Taori
L T T 1 ""‘ Advertisement Guidelines issued by Institute ; VSMART X OF; )-o-t @
name may be withdrawn at any Companies Act, 2013 shall I ACADEMY Y .n. R
time by the Institute be applicable in spirit. Firm in the network are permitted to use the words . ? frgay
[ “Network Firms” on their professional stationery ’ A( Udlthf U.in :pr,- v

IOQ Telegram




CNO-PE.12230

SELF-REGULATORY MEASURES

[ “DuMB JR” Measures ]

1t will help in growing the profession and having equitable workflow for everyone

F[ Policies framed by the council to be implemented while doing practice.

[ It is not mandatory and recommendatory in nature

@ - [ Disclosure of Interest ]
i
Auditor should make a disclosure of money received for other services
through the medium of other firm in which auditor is Partner/Proprietor

- [ Minimum Scale of Fees ]

[ It is recommendatory and not mandatory ]

[Min/'mum fees should be charged whenever CA provides his services ]

[Recommended for class A/B/C cities. ]

= [anch Audit ]

Lt Statutory auditor should not have team of 10 or moreJ

member for Branch Audit
4
[ Above restriction may not be applicable where ]

|:[ Accounting record are maintained at HO & ]

[ Significant operation are carried out at BO ]

- [Joint Audit (34) ]

-»[ Applicable to larger Co's

->[ It is advisable to associate with a firm with less than S members as JA

-»[ It is the option with the client to appoint such a firm as JA

/xuditguruin

-»[ Senior firm should not object the decision of client

)
)
)
)

()~ (e ]

CA/ CA firm engaged in audit work should have | member for every S
non-qualified member of the staff

12

Exclusion from non-qualified member Article & Audit assistant / Typist /
Peons [ Other persons not engaged in professional work

-

no
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VSMART
ACADEMY

Auditguruin

CA Ravi Taori
o Welein 8
?é‘!:r :




	CA Final FADU Front Page
	Page 8

	12X18 CA FINAL Final 3.0 Vol 02

