THE VICE-CHAIRMAN (DR. E.M. SUDARSANA NATCHIAPPAN): No, no. It is not there in the

list ...(Interruptions)...
SHRI RUDRA NARAYAN PANY: *

THE VICE-CHAIRMAN (DR. E.M. SUDARSANA NATCHIAPPAN): You have already

associated with that ... (Interruptions)...
SHRI RUDRA NARAYAN PANY: *

THE MINISTER OF CORPORATE AFFAIRS (SHRI M. VEERAPPA MOILY): Sir, shall | move the
Bills? ... (Interruptions)...

Y SgrRTT UIfoy <*

THE VICE-CHAIRMAN  (DR. E.M. SUDARSANA NATCHIAPPAN): Yes, ves

...(Interruptions)...

SHRI RUDRA NARAYAN PANY: Sir, in protest, | am walking out of the House

...(Interruptions)...
(At this stage, the hon. Member left the Chamber)
GOVERNMENT BILLS
The Chartered Accountants (Amendment) Bill, 2010.
and
The Cost and Works Accountants (Amendment) Bill, 2010
and
The Company Secretaries (Amendment) Bill, 2010
THE MINISTER OF CORPORATE AFFAIRS (SHRI M. VEERAPPA MOILY): Sir, | beg to move:

That the Bill further to amend the Chartered Accountants Act, 1949, be taken into

consideration.
Sir, | also move:

That the Bill further to amend the Cost and Works Accountants Act, 1959, be taken into

consideration.

Sir, | also move:

* Not recorded.
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That the Bill further to amend the Company Secretaries Act, 1980, be taken into consideration.

Sir, all the three Bills, | hope, will be taken up together for consideration. Ultimately, it is only

to amend Sub-Section (2) of Section (2) of all the three Acts.

These are all professional institutes. In fact, in the year 2008, the Limited Liability Partnership
Act, was enacted. So, this is an enabling clause for the entities to get the legal status which will

combine the flexibility of a partnership with the benefits of limited liability enjoyed by company.

With the services sector in the country growing in a vibrant way and we are creating niche out
of it for ourselves, particularly in the services sector, there is a need to provide space with an
increasingly significant role in the Indian economy and the high quality of professionals to respond to
the global aspirations. This is how all these ideas had been mooted as far back as 2002 when Naresh
Chandra Committee gave its report. The Bill is very simple. It is only for the incorporation of this
amendment. But, at the same time, this is going to create a magnificent role to be played by all the
professionals under these three professional institutes. | would like the House to appreciate the
significant move by providing a greater and rapid space for professionals of these three professional

institutes.
The questions were proposed.

THE VICE-CHAIRMAN (DR. E.M. SUDARSANA NATCHIAPPAN)! Motions for consideration
of the Chartered Accountants (Amendment) Bill, 2010; The Cost and Works Accountants
(Amendment) Bill, 2010; and the Company Secretaries (Amendment) Bill, 2010, are now open for

discussion.

Now, | request Shri S.S. Ahluwalia to make his observations.

st TH.UH. SEgdiferdl (SIRWES): SUNWRHS WEIGd, H The Chartered Accountants
(Amendment) Bill, 2010; The Cost and Works Accountants (Amendment) Bill, 2010; and the
Company Secretaries (Amendment) Bill, 2010 &1 FHT B & oY WeT gl gl ABIGd, T
PR P Y- I8 AR S 6, (7 Gae § § WRBR Bl A HRAT 18l gl 519 2001 §
TR HICTAl 3T 3R UG AI-AIY FHRBT H JeshiH wIRe AR Tdllddl DI, 39 ToI-a9!

SRl # GicTel §U, T 1S srdEce &l Hral A1 I BIgRdd drdeccd gied 9,
I ¥ g TS, I9 I AR g1 § R &1 SR Y ol 3R IHP! HeToR I §Y HRA
FIBHR 1 AT 21 3T, 2002 BT, FEUTCHE 3 B BT -1 $ TR I=51 & ~IJed A U 8T8 ofael
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FHHCT TOTE | T T HHCT 7 g IR Repwieeia Ryl 37 REHAST & IR IR I 1.9, -
BT, ST HAST - T T HACTT IST AR THART ST 1956 BT HHIST Yae &, SHD] GRAfIT B &
forq e 111 98 fagre a8 uR Sgregst b T, RS Bt | T, TR AT 7 syt Rure
AfeAe H1 5 9901 &9 989 a1 {6 HHisT vae # &s oae &, s fafics &l 8, &
foRes &1 7, o Ut fotffics wwaeil 7, Ua uTgde fafics &roell § ok S9d 918 are =R
BT SR AIORTSSRIRT HH1 21 feheT IIEARRY HH1 BT Vae agd YR 2 3fR 3R faaeh
ISR G BIAT 8 A1 IUh I H 9gd ART dTETY 370 & ORISR HFs] Sffe<r-anfew
AR Yo § $HH BIcH AT i SRI-SIF o o, feqaarord & ik Re=d & R a1y, d9-99
HIIRTSERRIT aTell Rl ot TSR U@ e & $WR TS offfl, TR I8f il Sarse hifelt
PINIE AT, T WH BF o111 99 I S 7T B B, Limited Liability Partnership Company, 39!
2008 ¥ BH U =TT 37T fr1 3iR a8 A8 2008 H 4T 31T ST 2009 H ANfCWHTs garTl fwg &4
97T 3 ST It HFIT Hehe! BT 7, Section 383(A) of Companies Act, 1956... FoT &= &1 Tearq
IR Hiicd 31 BRIS IT ST STET ©, 981 IR RN © fh T Hr=t Ashest 81 a1fev] I% o
JFR - 233(F) 3R 20918 F T&d HRE THISeC BN aA1RY, Hifes w19 79 fefase < &, o9
B Hifthe o & d1d B © dl SHD] Al b, fhaa! {1 uifthe gail, dIRe 3t Hreder
T AT 3R AT SAD! fhat s W At fva, 37 9 Aol R R & & forg oft sike
TS IR UHTSCe B STod Tl 21 ST WY Y et ¥ae ¥ 21 St &t Vae o daer-
224(1) & TEA Uh AICS UdHISce &1 Afcfhdre a1y, fodt t Ret &1 wga o & forg) anft
frea &A1 .91, 7 5281 RBI=I &1 HeToR I §Y TP FaRfeR SIRT fdn, 518t 1= =i+ Hel
5 1CSI, ICWAI or ICAI J1Td TTES TdhTSee, HHT Ahes 3R Bike Us IR ThiNee, I 3R
fordt =S @1 IfEwrs Bed & siiFarsd & v f$ires Red wigdd v+ & forg, @ 9= g
S UH AICS UHTSCE 3T A1 HFT Ashe Bl Saled IR of 3R Th dRe G aad oI WY
$9Icd R o, <l 31T A 98 F¥d el ol fbeg 3Tl I fafics Afsfaferet ureRiR w3 a7+
I, U T 9. B 94 | I8 9RIG 81 Al R wRa & fog 921, facer &1 o1 acs yarsee
T BRI HHACS 3R AN ICSI, ICWAI or ICAI & TEd IVRES &1 Fahdll © dl I AT WY
BAR WY bAACC d9 Ahil| I8 U 378l Ugd © AR AR aFT Al 918% S |bil, Fiifd
T T 5 W R HivE TS g aTel] dI 95 GfAE gF, 59 I S SRISYE i Aforie
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TS, CIMA S& & |1 U1 THHE HR T 32 2, A1 S Bl fh 89 qai Ydhlscec ol
AT TE] 9HST I8 B What is the meaning of Works Accountant?

TRIGY, HRC THISCC US I UhTSec Bl Hue BAR Q9 H 9 T, 19 TR I8 ufeetd
IS R & Y a1 F9g &I &, 1 89 ST e fHhi-TeT Hrsde &I AT BT Bl TATATS
PR T 3R Td & D! 159 (e PR A, 1 ART ISl Pl AEToR IGHR (a1 T 271 g
feRaT-anfexar s -gaveic 819 & 915 ST ICWAI ITd] BT B1H W § 81 7371 ST 319 7Y IR
g& B SIRa Al Sl CIMA e 8, S0 A1 3iR GO <21, 37T 77T b BAR TSI Hoeh STl
<%, NI AR #lieidr 7 U fAgae! § Hengd Hdb, 397 Sl § AT PRb ITD]
R <ff 71 fog 89R I81 & T fhY §U 90 T8t SR BT el B Ahd AT SAD! BT b foTg
B & B Fhd | Al AT TE STH 27 fh B9 U U1 HNE 1Y 3iR SATehR Ih! Hl gieaR a1
[ T IAD! AT of AP, STah! HRRRIT of b, I Yhferue &1 e iR & 37T BTy 3T X
P | HEIGT, S8 1ol Bl ALTSR @ 1T, e Sl FaH FS1 H4 2, I8 W 8 AR ABIGY AT
ST AN | S 81 % el oA I dierar e, 3R JH gicrdl | WSy 81849 3iR I8!
1S4 dTeR BISY Tdlad g §d H Al 59 $Ha qIiRg &1 T gafl, IAH I Sl I7d BIs-i R
gsargoR 3, e aféfree 1= 3976 oM. E1.al. # SxdEd BId €, U™ dTex 8689 & aR #, 4

s’qToqs | o5~ T PHICX 3R Price Ernst & Young Maytas Eakea g3l Satyam 3R Maytas Ed
N H, g1 F91 3T &Il € & Satyam B 3T IACT IR F folkd &, A1 T8 Maytas 99 I 7, TR
AR fordt oMR.311. 3. aTet a1 T et o1 o I 3ft ) U A B B, S I8 SN A 9 =l
@%,Wsayam%\*&ﬁ??‘cﬁ Maytas%,ﬁ@ﬁ@ﬁ%@?@ﬁﬁﬂﬁ%lﬁﬁﬁﬁ
Qﬂ?‘l@é‘d thﬂc, TUdh Price Waterhouse AR ﬁ'ﬁ Ernst and Young g—dlcd oftl I8t d& & Price
Waterhouse &1 AedH HHICY #H ICAI Disciplinary Committee T BThT HIFITST B BT BIRTT &Y,
TR 1 ST ST U 3, feT AES TP o, S8 & I FHrfaret 8 wat, HE B

Rac BRIATE! 21 81 [abl| TR I8 SiT LLP 1T ¥&T 8, §9 LLP $ ATEIH 3§ U$H dIe¥, Emst and
Young, McKenzie, KPMG ¥ R UIe=R §9 STRAT| LLP & AW 3 J Hiferd 997 SR, B ieR 99
SR 5 $ﬂ35%l'§’precautionary measures ARBR T 1?2 WWW‘?WWWW@%

o RTad BRY . 3} Tﬁ@{, "The Institute has asked the Ministry of Corporate Affairs, Government of

India to grant additional power so that they may proceed against firms whose partners or employees

are frequent offenders."
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BT A B T, fhwg ST Sl TS 8] IR Ics YIS e VRS & AT Sl HHT AshexT
TgT IR YIRS 8, TP RIaT® df HRIATE! 81 Sl 8, offhd o faeer # IRnes &, S9d Raoms
PIRIATE! el BIcil AT B b Raclh HRIATE! T2 Bl 81 Y HHAIT 9 He F ueR a9 SR,
AR & UG = oM & FrasT 9e fh Ud o-w o 89 3 Ififthe I81 & arce sidreee &,
TEt F AN B T IR T B AR AR, T Godb! 7 ) veA.ve . § e R 9@ &R
fafice drRfafadt IIERRM S |6 iR T8 & oI I8f 3N Fdb| 519 Wl Bl BRA SRNGT
FIECHT 37T & AT THIISIATS 3Tl 8, A1 98 379 1 31 BTSRRI Bdece bl ol gl 8,
R BN I8! $AF fog Traem el 81 I8 g3 omead &l 91 © {5 it &9 Aifefhee ued € f
BH Chartered Accountant Firms of Mauritius @1 3TclTS» fdT §a1T B 31d HIRIT & dR H, Mauritius
overseas corporate bodies?ﬂﬁﬁ,ﬁwﬁﬁmﬂﬂfg’?, Wﬁaﬂgﬁ%aﬁ%mﬁm
2 3R 731 T I B 5 AN H IS TS ITHISCe SIS B, STET A AN U H¥eh e
3R Wel TS AFTSCC 99 W 21 39 ®e A Al 3T 3IRA 39F IR H AR fha daeTehd 2,
eIl SIFTRa 8 3R I IR AT P2 T ST RET 8, TP IR H IR ARPR A& B g, Al
PUTEMN

ABIGY, I8 95 ffics f9d §1 9 71 SR &l 75 oY f& Cost and Works Accountant T
19 Cost and Management Accountant ®X feam NINENENEES] EEll §'§ 3R B9 o A sﬂ%ﬁ IR F
JR-IR S B IR BT &4 G AT H B AT ACS dISec bl Sith-e af el Sireht
T, T BRI drece Bl SheM iR M o1 fd S 7, oifes Forie s &t
Sfher el 721 et 21 T g A o Frioric srpece @) Sfer e § st e @t
T I8 el 8 FHT| TIRT, BH AsheX] dTel aTed & fb ITdT 9M e Whe! I Y| a8 i
Jg 21 B AhI, ITDT BRI & fb dics Ashes] S U fafesr sfsar vei w) off, 59 I8t w®
ffeer &1 =TT o1, A1 ATER F-T ST 1, TR ISP d1S S1d SART HHIST ae U 3Tl o1 <l IaH
aRec far T o1, SAfY 59 STy 31 e J9sT 71l § I8! bed gY, 39 [9d b1 q9eT
PRAT G 1Y Bl A1 T8 W BBl g (b AR DBl H 9 8 A TS BRI &, fbe] AR T8T
BT Wehex] R 21836 21 5T Registered Company Secretary 21,836 2 o1 319 HS Ao & b &9
fopa o @ fopat =il &1 B HxaT I} &l TR country H Chartered Accountants Tt
1,61,516 &, STdfdh 8 ARG H¥IIAT 81 As per law B4 Section 224(1) of The Companies Act & d&d

Chartered Accountants Certificate &1 STRd Ted] &; S =141 § 89 T Chartered Accountant I

fepeTIT 19 PRAK] &1 IET PIRVT & ST date of return BT T BT &, I AT S5 HUR 98 SATET
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Tq19 BT § 3R I B B A A T8d § A1 BT SRSl $T A1 PR Bl T8 SR §
SEBI # 9T ST Karbi company ¥ Herel gl %\', 3P internal auditor, Haribhakti & Company, P
I punish AT &7 9 FISil &1 I8 BRU § 6 76 FIR IR 984 SA1&T 81 84 Indian
Chartered Accountants Institute ® STRICIT &= dTell BT Fw=AT Errﬂ;ﬁ ﬂTPETQ, Company Secretaries LA
AT g1 ARyl ey f$H-3Ive B Sff X8 §, HTgde Jaed 3T X8 &, $9iey S99 Cost and
Works Accountants T ST &1 &1 Y&l &l ENERSAEUN = 3y Td National Manufacturing Policy

f$FIaR @1 2 National Manufacturing Policy TR B9 & AIA-WY cost benefit AT cost
calculation & foTT Cost and Works Accountants @1 ST U9l SRfIT STa! wveaT WY gg+1 A1f2y,
(P B9 et TP 3 37T s@?f("r BT Tl ?ﬁ?, disclosure g & W, transparency WE B P iR
Y AR ) 3T BT BT =TI < | 21 Teal &b A1 § 39 el F1 9l F g, 71 a1 AT
HRAT G

DR. BHALCHANDRA MUNGEKAR (Nominated): Sir, | support all the three Bills, which are
integrated, inter-related and consistent with each other, as far as their content is concerned. This is
a most timely measure that the Government is undertaking. Since 1991 the Indian economy has been
globalizing and getting more and more integrated into the world economy. The structure of the
economy, the dimensions of the economy and the relationships among different financial and
industrial entities are also undergoing a change. That is why, legislations in a country prevailing upon
at a particular point of time also needs to undergo change in order to accommodate the requirements
of changing circumstances. That is why, | fully support all the three Bills - The Chartered Accountant
(Amendment) Bill, 2010, The Cost and Works Accountants (Amendment) Bill, 2010, and The

Company Secretaries (Amendment) Bill, 2010.

Now, there is nothing substantial here which needs to deal with extensively. In the beginning, |
must congratulate Shri Ahluwalia for most of the points that he has mentioned. | fully support them
and | am inclined to agree with what he has said. Since beginning, the Chartered Accountants
service has been a highly professional service and, that is why, the results of the Chartered
Accountants examinations never exceeded six per cent. He has just now mentioned the statistics.

Taking into account the number of legal, industrial concerns and companies, the number of
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Chartered accountants and the number of Secretaries is not only inadequate but grossly inadequate.
Now, under these circumstances, there is always a tendency on the part of the players in the market
to enjoy the 'scarcity rete'? Now, this whole body fully understands what is meant by 'scarcity rete’.
In a particular locality, if 15 years ago there were ten MBBS Doctors and one Dental Surgeon, now
there are ten Dental Surgeons and one MBBS Doctor. After liberalization and privatization of
education, practically every medical college, whether required or not, has been giving admissions to
Dental Surgeons, and that is why 50 per cent of the Dental Surgeons are on the footpath, just like
Notaries go to the High Court and get affidavits. That is why, when the economy is growing at the
rate of 8 to 8.5 per cent, the structure of the economy is undergoing a change. The share of the
services sector is increasing alarmingly even much higher than the contribution of the manufacturing
sector or industry to the GDP. We must sufficiently increase the number of both Company
Secretaries and the Chartered Accountants. But this is the quantity dimension of Chartered
Accountants. The most important thing is the professional ethics of these professionals. We have
been discussing, time and again, black money in the economy. We are talking about bringing back
black money to the country. Estimates are very much different. But we scarcely discuss -- and
sometimes it is painful to me -- how the black money is generated and that generation of black
money is substantially related to the professional management of the companies and the company
entities. For example, the owners of the company do not know how to manipulate the transactions. It
is depending upon the acumen and the intelligence of the professional bodies to guide the firms and
the concerns as to how to transfer money from one account to another account undertaking all the
anomalies. And it is in this context, when | see the Economic Survey of India, | find that the maximum
Foreign Institutional Investment in India is coming from Mauritius. What is the size of Mauritius? That
is why it is quite possible that money is illegally taken by some entities to foreign countries with the
advice and superb consultancy with the Chartered Accountants and Company Secretaries and that
money is legally brought in the form of Financial Institutional Investment on which today more than 50
per cent of the Stock Exchange functioning in this country is depending. That is why along with the
quantity of Chartered Accountants and Company Secretaries, the professional ethics in this country,
unfortunately, is declining very fast and, sometimes, | feel that it is going to the point beyond repairs.
The second point is regarding precautionary measures, changing the name of the Act and applying
the provisions of the Limited Liability Partnership Act provisions to this Acts. In a country where
professional ethics declines or is lacking, in that country it is not only possible to get higher

rate of growth, but it is impossible to make growth 'inclusive'. It is from this point of view when we
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1.00 P.M.

are discussing the issues of inclusive growth, all these things are related to 'inclusive growth'. And |
just mentioned about scarcity rete. There is a tendency on the part of people -~ we call it 'oligopoly’
in Economics; we call it sometimes 'monopoly’ - - to form cartel. Just now Shri Ahluwaliaji mentioned
that number of Chartered Accountants and Chartered Accountant firms are overburdened with the
jobs which they are undertaking from different firms. But in the process what is happening is that
these are not independent jobs that they are doing. When ten firms are taking 100 companies jobs, in
the process they are forming the cartel, and, in that cartel, it is possible to exploit the profit beyond
range; that is called the scarcity rete. | appreciate all these amendments. It is also necessary to
change the nomenclature. As it was earlier mentioned, these three Bills will try to remove the
anomalies and the ambiguities of terms 'firm', 'partner’, 'partnership, and 'sole proprietorship'. Most
of the time when | was teaching -- let me share with you very, very briefly and in a lighter vein --
Labour Economics in the University of Mumbai, | found that there were several Acts but there was no
one standard definition of 'workman'. We are discussing bonus; we are discussing minimum wages;
we are discussing standard wages, but we don't have a, standard definition even today of

'workman'.

Now, these kinds of anomalies are creating confusion and this confusion is utilised by the
vested interests in order to seek the scarcity rete. That is why, | support these Bills and, at the same
time, | suggest that we should try to bring the legislation which will be consistent with the
modernisation of the economy and also will be dealing with the professional ethics and transparency.

Thank you, Sir.
(MR. DEPUTY CHAIRMAN in the Chair)
MR. DEPUTY CHAIRMAN: Now, Shri Narendra Kumar Kashyap.
37t oIl 9IS (STR IS ¥): WY, Id! SIS H dle1 arsd gl
it Sy S B

7} FoT91 UTo: IaTE AR | AT i 98 81 AecdqUl a1 uR qier 1 AiepT e

MR. DEPUTY CHAIRMAN: Hon. Members, it is now one o'clock. We will complete this Bill
before 1.30 p.m. At 1.30 p.m., we will adjourn for lunch, and after lunch, we will take up the

Appropriation (No.4) Bill, 2011.
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it §oTeT 9I8d: WX, The Chartered Accountants (Amendment) Bill, 2010; The Cost and
Works Accountants (Amendment) Bill, 2010 and The Company Secretaries (Amendment) Bill, 2010,
A T e e 81 hd €, Aifeh ruet YR sreferawen & fog agd & we@yu fad 21 ol g
[T 7 31 fraR <geh {6yl S o R &k a7 & SR I 99 W f6 AR
3efeaell # AICS UHTSCTH, HU AsheIol iR Bive US g UHTSCd (hd v I fHHT 1
T2 21 3l g UREST H §H AT & GHET AR el & AT iy A1 Bl g Al 51 Plel &
DI AHS g7 B TR S 3R HUFAT BT & T BRI H 89 7 dIes YhlSced b e aad
%IQqﬁmﬁﬁmw,Wﬁﬁﬁfgﬁ%ﬁ?ﬁﬁﬂ%qﬁﬂ?ﬁﬁ,ﬁﬂ:ﬁﬁtwhaven%
T ST ST 2, {6 IR sreferawen &1 dive -+ 4 {6y 31 9 39 |versil &1 Ire I ¢
S A & 91 gART I8 A gea © P g9 sl fhdt €0 9 fafafia o) wed €, R
AT H S FER BT TP &9 7, FaR TS Bl A1 2, I BT ITANT &1 UTY 3R el 85 B ITANT
et & IRY garen & SIRT 7 8 9191 W%, 37 AeNeEl & SIRT 89 310 <97 &) %Hf 31 fager §
BT B DI ATART <1 dTel & TAT FA=T BT AT BT 37T < H BIH PR BI JFANT < dTel &1 519
farceft sEirmafr R <er 9 foredt SevT 9 S1UAT & oM &1 &M &R 8, O SHal Aen et 2 fv
S QT P 3IER YU B b A1 YU AR FATEDR SIS BT B B | U Bl AR a1 & fog
3 e &1 A &Y SR U<T B AT QIR AEIGY, 89 @ 39 faed o1 9wl A & forg
TS TR Y ©, ol R I Aecaqul JeITd &, I IR Al &1 < B Saegha ¢ b 57 S|
P ARIT A T BT AhedIol, BIRE ThTSced 3R I YhSeed, Sl =id FHl Bl regularize
Y DT B BRI IT ©, TH 9 W b B JITIH] &l T=IaTe|

SHRI T.K. RANGARAJAN (Tamil Nadu): Sir, the Government is bringing in these three Bills,
namely, the Chartered Accountants (Amendment) Bill, 2010, the Cost and Works Accountants
(Amendment) Bill, 2010, and the Company Secretaries (Amendment) Bill, 2010. The idea behind

these amendment Bills is to enable them to form Limited Liability Partnership firms.

In the case of ICWAI, the name has been changed to the Institute of Cost and Management
Accountants, which may enable the Institute to go for Mutual Recognition Agreement. My only

apprehension is that bringing them under the Limited Liability Partnership will help the black sheep in
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the profession. The amendments will be fodder for the honest professionals of these Institutes. A few

words have been spoken by the hon. Member from the Congress Party about ethics of this job.

These institutes, all along these years, have been functioning under the regime of unlimited
partnership only, and, in my opinion, the unlimited liability partnership is not a stumbling block for the

development of these institutes. They are also functioning very effectively.

Sir, when it comes to amending the Bill pertaining to the Institute of Chartered Accountants of
India, | would like to bring to the knowledge of the august House, the serious implications, the limited
liability Bill will bring. The serious implications arise because of the policy of the present Government
to open the doors for foreign firms performing accounting services. These companies sneaked into
India under the garb of Management Consulting Firms and took over surrogate C.A. firms for their
nefarious games. The Enron collapsed. The Global Trust Bank failed. The Satyam Computers fudged

the accounts, and, recently, a mining company belonging to *was found doing illegal mining.
MR. DEPUTY CHAIRMAN: Don't take the name. ... (Interruptions)...

SHRI T.K. RANGARAJAN: All these are audited by the surrogate C.A. firms and are witness to
the nefarious games of the foreign management consulting firms. If you lift the veil, you find the
names of Price Waterhouse, Arthur Andersen, DH & Sells, and, others. The dominant management
consulting firms in the United States are (1) Price Waterhouse, (2) Ernst and Young, (3) KPMG,

and, (4) Deloitte Haskins and Sells. We have Tri-murti. We are bringing Char-murti.

They are controlling almost the entire management consulting in the United States, and,
nobody knows as to who are the real owners of these companies even in the United States. Further,
these companies have their controlling offices in tax havens. This shows the standard of their audit.
Because these companies cannot do the audit in India directly, they lure a local C.A. firm to be their
surrogate and carry on their nefarious activities. And, when the ICAI pointed out to these firms that
they could not do the auditing by these surrogate firms, these foreign companies never cared for the
objection raised by the ICAI. These are the professional ethics, which these companies or firms are

having.

*Expunged as ordered by the Chair.
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Sir, in India, the ICAl is a body created by an Act of Parliament. So, it is under the direct
supervision of the Union Government but in the United States, It is a State subject. Each State has its
own laws. They do not allow our C.A. firms to enter into their country but they are entering into our

country wearing a different garb and we simply wink over it.

Sir, in the context of these foreign consulting firms luring Indian audit firms to be the surrogate,
don't you think that the limited liability Bill will be handy for these foreign firms to lure the Indian audit
firms further easily as their liability is limited now. Sir, in the entire world, India stands second in the
number of Chartered Accountants, next only to the United States. Even UK does not have this much
of Chartered Accountants. When this is our strength, why should we kneel before the foreign firms ?
Where is the necessity for allowing the foreign management consulting firms? These firms do not
respect the laws of our land. Numerous letters were written by the ICAI to these foreign firms seeking
the information of audit companies in India, but they never cared to reply. This is the respect that
they give to our Institute, which is constituted under a statute passed by our Parliament. The remedy
you are trying to give by the Limited Liability Bill is like giving 'crocin' for cancer. Before introducing
Limited Liability Partnership Firms for the ICAl, | demand that the Government must call the ICAI to

immediately take action on all surrogate firms operating in India.

Two, pending final action, these firms must be instantly blacklisted and the Government must

ask SEBI to direct listed companies from changing such tainted auditors.

Three, the Ministry of Corporate Affairs needs to take action on all multinational accounting

firms operating in India as consulting firms.

Four, the ICAlI must be asked to explain why despite the JPC's directions it failed to act
against Pricewaterhouse Coopers in the Global Trust Bank case which ultimately led to the Satyam

scandal.

Five, the Reserve Bank must explain why Pricewaterhouse is allowed to continue as auditors

for the Global Trust Bank despite the reservation expressed by the JPC.

Above all, the Government should review the alternative route of entry of foreign accounting
firms in India in the name of management consulting firms and the circumvention of the law of the

land taking place directly and indirectly by performing accounting services by them.
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With these words, | conclude and request the Minister to consider all these issues.
MR. DEPUTY CHAIRMAN: Lunch-break will be there after the Bill is passed.

SHRI PYARIMOHAN MOHAPATRA (Odisha): Sir, | will take only two minutes. A number of
issues have already been raised. | agree with my colleagues on the issue of activities of foreign

accounting firms in India. There is a need to consolidate our accounting firms.

| rise to support these three amending legislations. It would help in their consolidation.
Consolidation is already taking place. Because of non-application of Limited Liability Partnership Act,
2008 to these professions, consolidation was taking place slowly. Now this will move faster and, in
the process, hopefully, Indian firms wilL not be the tail-ender of foreign firms or their agents. They

would be competing with those firms on their own.

Having said this, | have some reservations like one of my previous speakers who mentioned
the kind of things our chartered accountants have been doing. He mentioned Mauritius which is a
very familiar example. Plenty of examples are there in stock exchange manipulations. Plenty of
examples are available to see what these professions, particularly of chartered accountants, have
done to our national exchequer. Every time you go to file your income tax, your chartered accountant
will tell you how to avoid paying tax by making a very thin line between tax avoidance and tax
evasion. You pay your taxes. But once you afford a chartered accountant, he saves your tax in a
legal manner. How much the country loses on this account, unfortunately, has not been calculated
by the Finance Ministry. They ought to have done so. They ought to do so now and see the dangers
which these combinations possess or these professions possess and how these professions can be

reined in so that the national interest is not affected.

One small issue that | have with the Cost and Works Accountants is about the amendment to
the 'cost accountancy' calling them Cost and Management Accountancy. Management accountancy
as a subject as such is not the preserve of the syllabi of the cost accountancy. When somebody
passes cost accountancy, it is nobody's case that that person alone learns management

accountancy. Management accountancy is a much more generic issue which is taught in MBA
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(Finance) which also other Chartered Accountants learn, which also to some extent Company
Secretaries learn if you look at the syllabi of that also. So, | wish that the recommendations of the
Standing Committee to cut out that management from Indian Cost and Management should have
been accepted. | wish that should have been accepted and also in case of Company Secretaries the
amendment suggested regarding calling them Chartered Secretaries should have been accepted. |

hope the Government will think about it in future.

SHRI M. VEERAPPA MOILY: Mr Deputy Chairman, | must commend the excellent suggestions
given by all the distinguished Members from this side and also from the other side of the House. |
think, this is a great step which has been taken, particularly, to respond to the vibrant service sector.
Many, many concerns have also been expressed. But you also appreciate that all those concerns
cannot be addressed only through these Bills. We have a comprehensive Companies' Bill, 2011
which we already propose to move in the Lok Sabha. | feel that that Bill will address many of these
problems which have been raised here. Hon. Members have also referred to certain issues which
have to be tackled by the Reserve Bank of India; and some of the issues have to be tackled by the
SEBI also. There are so many agencies which have to address those problems. | would like to
answer a few queries which are germane to the question before us. In fact, the limited liability
partnership is always viewed as an alternate corporate business vehicle that provides the benefits of
limited liability. But also allows its members the flexibility of organizing their internal structure as a
partnership of a mutually arrived agreement. It will enable the entrepreneurs, professionals,
enterprises, corporate bodies, to get the kind of services they require. In fact, these are the days
where there is no place for mediocrity. Now, we require excellent services, world class services. That
does not mean that world class services will come only from abroad. We need to nurture
indigenously. We must enable our professional institutes to develop these. We need to provide them
that kind of legal environment so that they can build themselves up. We have an excellent ladder by
which we can climb. The hon. Deputy Chairman himself is a Chartered Accountant of the highest
repute. You will appreciate that we need to have a lot of capacity building within those professional
institutes or professional bodies. This is only one such vehicle by which we will allow them to grow
and build themselves into legal entities and to organise themselves. Wherever a deficit is there that

will be definitely and adequately provided for by this kind of a legal environment. That doesn't mean
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that it is the end of the journey. There are a lot of things which need to be done to build capacity.
Why don't we have the biggest institutions of the world? On one occasion, where the hon. Deputy
Chairman was also present, | said that we wanted 100 such legal entities to come up within five years
or ten years. Let us prepare the roadmap which | have already discussed with all the three Institutes.
| said, "Whatever you require that you must get but | want not less than 100 such magnificent
institutes or giants in the world to be produced by India". We are taking many other steps to create
such entities in the country. We need to have them. We can't be only pigmies and we can't subserve
only the foreign companies. | think that kind of a personality needs to be built and it is only a step in
that direction. In fact, the proposed amendments will enable professionals of all the three Institutes to
provide the other members of the Institute and also to form partnership with all the members of either
of these recognised Institutes. That flexibility is now provided. The LLPs are given encouragement in
the country, particularly, after the LLP Act was enacted in 2008. As on 30th September, 2011, 6,439
LLPs have registered in the country mainly in the business service, trading, real estate, rentals,
construction and so on. That is the trend of the world and we can't disable these Institutes from
building that kind of a legal world entity. Now these amendments will make the services of these

three Institutes to grow like that and join the big market, particularly, in the LLP sector.

In fact, a number of things have been stated here by the distinguished Members. You all know
that our senior Member, Shri Ahluwalia, has given a number of suggestions. He has expressed a
number of concerns. Some of them, as | have already told you, will be definitely addressed by the
Companies Bill. We have seen to it and the present amendments, in fact, have provided for that.
One overarching approach which | would like to say is with regard to the change of name in the case
of Institute of Cost and Works Accountants. They want that management should be added. We have
dealt with that and deliberated on that. We can't agree with that. As rightly pointed out by a
distinguished senior Member that the term "management" is generic in nature. Suppose we add
management to the Cost and Works Accountants, then it should not be assumed that the
management component is excluded from the other Institutes. These are the legal problems. We
tried to examine it and even the Standing Committee tried to examine it thoroughly, and, ultimately,
they came to the conclusion that the term "management" can't be added. But, in fact, we have

deleted some words and the rest of it remained there.
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Coming to some of the matters which have been referred to by the distinguished Members, |
would like to say that about the Satyam case, the Institute of Chartered Accountants has already
instituted action through the disciplinary mechanism. You all know that disciplinary mechanism has to
be exercised by the respective Institutes, and on both, the Satyam and the Global Trust Bank, and
also, the Chartered Accountants and others involved in these banks and in the companies, the
actions were delayed. That is because of many of the court proceedings. We have been pursuing
that. Recently, the process has, again, started after having the necessary clearance from the court
proceedings. In fact, in Satyam case, maximum punishment has been awarded to the Chartered
Accountants who are involved in that. So, we are pursuing that matter. In fact, it is right that
multinational companies have come as management consultants and have started functioning
through surrogate firms. They have been doing it. ICAl has examined the violations by these
multinational firms. They were examined by the Ministry, and the matter has been taken up with the
regulatory authorities like RBI, SEBI etcetera. They are under serious consideration, and we will try to

expedite those proceedings.

Hon. Member T.K. Rangarajan, as you know, has mentioned about the foreign firms entering
into India through surrogate firms. That | have already answered. He said that real owners are not
known; they do not care about the objections raised by the ICAI. Why not allow foreign firms when,
you know, they fail to reply properly, to account for it? In fact, ICAIl has advised to take action against
violations of these. And they have seriously taken it up. | think, we will definitely address them

seriously and take a proper action.
Our distinguished Member Mohapatra has already asked...
SHRI RUDRA NARAYAN PANY (Odisha): Mr. Mohapatra !
SHRI M. VEERAPPA MOILY : Mohapatra.
SHRI RUDRA NARAYAN PANY : Mr. Mohapatra.

SHRI M. VEERAPPA MOILY: Mr. Mohapatra. Distinguished Member Mr. Mohapatra! Am |

correct?
MS. MABEL REBELLO (Jharkhand): Happy ?
SHRI RUDRA NARAYAN PANY: Yes.

SHRI M. VEERAPPA MOILY: ...in fact, after independence, why a colonial name like
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Chartered should be there. You know, this is a matter which is left to the Chartered Accountants of
India to consider; | do not want to make further comment on that. Particularly after the Enron and
other global financial scams, the Government of India has made substantial changes in the Chartered
Accountants Act. The amendments, after getting passed, have permitted even award of a monetary
penalty up to Rs.5 lakhs. Besides the maximum punishment to the personnel involved in the scam,
the action has been taken. Fortunately, very prompt action taken, particularly on Satyam, has saved

a number of stakeholders.
SHRI S.S. AHLUWALIA: What about the Price Waterhouse ?

SHRI M. VEERAPPA MOILY: About the Price Waterhouse also, the action has been taken.
And we can take action. It is not that we cannot take action. As | have already told you, since there
are a number of court cases, we could not do it. But, anyway, we will seriously look into it and try to
see that wherever it is possible to take action, we will not hesitate. Moreover, you all know that the
Companies Bill, which is coming up, has provided many things on this, particularly to provide for the
appropriate ethics and standards to be maintained by the various corporate bodies, and this will

definitely provide, you know, enough punishment.

SHRI S.S. AHLUWALIA: Sir, please yield for a minute. Let me tell you why we are concerned.
We have seen the Harshad Mehta scam. There we found that auditors were involved. We saw
another stock market scam where also auditors were involved. Now in the recent 2G scam, you will
be surprised to know that in all the cases of all these companies, whatever certificates were given by
the auditors that their authorized capital is this much and paid up capital is this much, were false.
They got the license on the basis of false certificates issued by the auditors. It is a very serious issue,

Sir.

DR. ASHOK S. GANGULY (Nominated): Sir, it is a very serious issue. | want to make a point.
Hon. Minister, | think the issue is very serious and it will come up in the Companies Bill. But the point
is, the global chartered and accountancy firms have a monopoly and this has to be broken. The
Indian Institute of Chartered Accountants must be empowered and it must be insisted upon that
auditors of professional integrity, who come under the law, must be promoted and those who give

such certificates that Ahluwaligji is talking about, the hon. Minister is talking about, must be banned
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from this profession. It is a much larger issue. We will take it up at the future date when the
Companies Bill comes up. But this is a global menace. It is not a national menace alone. This is not
to condemn the profession of chartered accountancy, but those who slip into the profession under
the garb of becoming Chartered Accountants, that has to be taken into account. | compliment the
hon. Member and the hon. Minister because | have been interacting with the Department of

Corporate Affairs. But this is an issue of a much larger dimension. Thank you.

SHRI S.S. AHLUWALIA: Sir, | started my speech by saying about the wrong doings of

America. It has started from America.

SHRI T.K. RANGARAJAN: | would again like to draw the attention of the Minister and request
the Government to review the alternative route of entry of foreign accounting firm in India in the name

of management consulting firms. Let him reply to that.
MR. DEPUTY CHAIRMAN: He has said that.

SHRI M. VEERAPPA MOILY: Mr. Deputy Chairman, Sir, in fact, our hon. Member is having a
very vast experience in the company affairs and also corporate governance. The distinguished
Member has already given suggestions. In fact, we have held discussions with him. Many a time, |
have also discussed with him. In fact, you all know that the Serious Fraud Investigation Office, SFIO
has emerged from an Executive Order. There was no legislative backup for that. Now in the new
Companies Bill, we have given it a legislative status. A number of things have been included so that if
any serious fraud happens, they cannot just escape. We have also provided many things to prevent
such frauds happening from time to time; for providing the most transparent administration in the
corporate bodies. We have also taken initiatives to come out with a national corporate governance
policy. We never had that kind of a policy. We are also coming out with a National Competition
Policy. We never had that kind of a policy. We need to fit in many of the mechanisms which we are
lacking. That is what we are trying to do. In fact, many of the questions and concerns which have
been raised by the distinguished Members today, we have directly addressed them in the Companies
Bill. The Companies Bill has provided remedies for many of these things. When it comes to that, we

will discuss it in more details. | do not want to deal with that now. As far as the inclusive part of the
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corporate bodies is concerned, as raised by the distinguished Member, Dr. Mungekar, we have
provided that. For the first time in the world, we have provided a legal status for the corporate social
responsibility in our Companies Bill. We have provided for that. That is why | do not want to prolong
the reply. It would be suffice to say that a number of inputs which have been given by all of you, will
be considered not only in the Companies Bill, but also in many of the regulations which we are going

to pass in future.
| commend the Bill for the consideration of the House.

MR. DEPUTY CHAIRMAN: | shall first put the Chartered Accountants (Amendment) Bill to

vote.
The question is:

That the Bill further to amend the Chartered Accountants Act, 1949, be taken into

consideration.
The motion was adopted.
MR. DEPUTY CHAIRMAN: We shall now take up clause-by-clause consideration of the Bill.
Clauses 2 and 3 were added to the Bill.
MR. DEPUTY CHAIRMAN: Now, clause 1. There is one amendment (No.2) by the Minister.
Clause 1: Short title and commencement
SHRI M. VEERAPPA MOILY: | move:
(No.2) That at page 1, line 2, forthe figure "2010" the figure "2011" be substituted.
The question was put and the motion was adopted.
Clause 1, as amended, was added to the Bill.
Enacting Formula
SHRI M. VEERAPPA MOILY': Sir, | move:
That at page 1, line 1, forthe word "Sixty-first" word "Sixty-second" be substituted.
The question was put and the motion was adopted.
The Enacting Formula, as amended, was added to the Bill.

The Title was added to the Bill.
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SHRI M. VEERAPPA MOILY: Sir, | move: That the Bill, as amended, be passed.

The question was put and the motion was adopted.

MR. DEPUTY CHAIRMAN: | shall now put the Cost and Works Accountants (Amendment)

Bill, 2010, to vote. The question is:

That the Cost and Works Accountants (Amendment) Bill, 2010, be taken into consideration.

The motion was adopted.

MR. DEPUTY CHAIRMAN: We shall now take up clause-by-clause consideration of the Bill. In

clause 2, there is one amendment (No.3) by the Minister.

Clause 2: Substitution of references to certain expressions by certain other expressions.

SHRI M. VEERAPPA MOILY: Sir, | move:

(No.3) That at page 1, lines 7 to 12, be deleted.

The question was put and the motion was adopted.
Clause 2, as amended, was added to the Bill.

Clause 3 -- Amendment of section 2.

SHRI M. VEERAPPA MOILY': Sir, | move:

(No.4).

(No. 5).

(No.6).

(No.7).

(No.8).

That at page 2, line 1, for the words "principal Act", the words, figure and
brackets "Cost and Works Accountants Act, 1959 hereinafter referred to as the

principal Act)" be substituted.

That at page 2, line 12, for the words "Institute of Cost and Management
Accountants of India", the words "Institute of Cost Accountants of India" be

substituted.

That at page 2, line 25, for the words "cost and management accountancy", the

words "cost accountancy" be substituted.

That at page 2, line 33, for the words "cost and management accountancy", the

words "cost accountancy" be substituted.

That at page 2, line 36, for the words "cost and management accounting”’, the

words "cost accounting” be substituted
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(No.9).  That at page 2, lines 37 and 38, for the words "cost and management

accountant”, the words "cost accountant™ be substituted.
(No.10).  That at page 2, lines 39 and 40, be deleted.
The questions were put and the motions were adopted.
Clause 3, as amended, was added to the Bill.
Clause 4 - Amendment of section 3.
SHRI M. VEERAPPA MOILY: Sir, | move:

(No.11). That at page 2, lines 42 and 43, forthe words "Institute of Cost and Management
Accountants of India", the words "Institute of Cost Accountants of India" be

substituted.
The question was put and the motion was adopted.
Clause 4, as amended, was added to the Bill.
Clause 5 -- Amendment of section 5.
SHRI M. VEERAPPA MOILY: Sir, | move:

(No.12).  That at page 3, line 5, for the words "Institute of Cost and Management
Accountants of India", the words "Institute of Cost Accountants of India" be

substituted.

(No.13).  That at page 3, line 9, for the words "Institute of Cost and Management
Accountants of India", the words "Institute of Cost Accountants of India" be

substituted.
The questions were put and the motions were adopted.
Clause 5, as amended, was added to the Bill.
Clause 6 -- Amendment of section 22A
SHRI M. VEERAPPA MOILY: Sir, | move:

(No.14)  That at page 3, line 11, for the words "Institute of Cost and Management
Accountants of India", the words "Institute of Cost Accountants of India" be

substituted.
The question was put and the motion was adopted.

Clause 6, as amended, was added to the Bill.
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Clause 7 - Amendment of Section 25.
SHRI M. VEERAPPA MOILY: Sir, | move:

(No.15). That at page 3, line 14, for the words "cost and management accountants", the

words "cost accountant” be substituted.
The question was put and the motion was adopted.
Clause 7, as amended, was added to the Bill.
Clause 8 was added to the Bill.

MR. DEPUTY CHAIRMAN: Now, we shall take up clause 9. There is one amendment (No. 16)
by the Minister.

Clause 9 - Amendment of first schedule
SHRI M. VEERAPPA MOILY: Sir, | move:

(No. 16) That at page 3, lines 22 and 23, for the words "institute of Cost and Management

Accountants of India", the words "institute of Cost Accountants of India" be substituted.
The question was put and the motion was adopted.
Clause 9, as amended, was added to the Bill.
Claue 10 - Amendment of Second Schedule
SHRI M. VEERAPPA MOILY': Sir, | move:
(No.17).  That at page 3, lines 24 and 25, be deleted.
The question was put and the motion was adopted.
Clause 10, as amended, was added to the Bill.

MR. DEPUTY CHAIRMAN: Now, we shall take up clause 1. There is one amendment (No. 2)
by the Minister.

Clause 1 - Short Title and Commencement
SHRI M. VEERAPPA MOILY: Sir, | move:
(No.2) That at page 1, line 4, forthe figure "2010", the figure "2011" be substituted.
The question was put and the motion was adopted.
Clause 1, as amended, was added to the Bill.

MR. DEPUTY CHAIRMAN: Now, we shall take up the Enacting Formula. There is one
amendment (No. 1) by the Minister.
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Enacting Formula
SHRI M. VEERAPPA MOILY: Sir, | move:

(No. 1) That at page 1, line 1, for the word '"Sixty-first", the word "Sixty-

second" be substituted.
The question was put and the motion was adopted.
The Enacting Formula, as amended, was added to the Bill.
The Title was added to the Bill.
SHRI M. VEERAPPA MOILY: Sir, | move:
That the Bill, as amended, be passed.
The question was put and the motion was adopted.

MR. DEPUTY CHAIRMAN: Now, | shall put the Company Secretaries (Amendment) Bill, 2010

moved by Shri Veerappa Moily to vote. The question is:

That the Bill further to amend the Company Secretaries

Act, 1980, be taken into consideration.
The motion was adopted.
MR. DEPUTY CHAIRMAN: We shall now take up Clause-by-Clause consideration of the Bill.
Clauses 2 and 3 were added to the Bill.

MR. DEPUTY CHAIRMAN: Now, we shall take up Clause 1. There is one amendment (No. 2)
by the Minister.

Clause 1 -- Short title, extent and commencement
SHRI M. VEERAPPA MOILY': Sir, | move:
(No.2) That at page 1, line 4, forthe figure "2010", the figure "2011" be substituted.
The question was put and the motion was adopted.
Clause 1, as amended, was added to the Bill.

MR. DEPUTY CHAIRMAN: Now, we shall take up the Enacting Formula. There is one
amendment (No. 1) by the Minister.
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Enacting Formula
SHRI M. VEERAPPA MOILY: Sir, | move:

(No. 1) That at page 1, line 1, for the word "Sixty-first", the word "Sixty-second" be

substituted.
The question was put and the motion was adopted.
The Enacting Formula, as amended, was added to the Bill.
The Title was added to the Bill.
SHRI M. VEERAPPA MOILY: Sir, | move:
That the Bill, as amended, be passed.

The question was put and the motion was adopted.
MR. DEPUTY CHAIRMAN: Now, the House is adjourned for lunch for one hour.
The House then adjourned for lunch at forty-five minutes past one of the Clock.

The House re-assembled, after lunch, at forty-four minutes past two of the clock, MR.
DEPUTY CHAIRMAN in the Chair.

THE APPROPRIATION (NO.4) BILL, 2011
THE MINISTER OF FINANCE (SHRI PRANAB MUKHERJEE): Sir, | move:

That the Bill to authorize payment and Appropriation of certain further sums from
and out of the Consolidated Fund of India for the services of the financial year

2011-12, as passed by Lok Sabha, be taken into consideration.

Sir, | would not like to make any long observation at the introductory stage. As all the hon.
Members of the House are aware, this is a Money Bill as per description under article 110 of the
Constitution. And, therefore, Rajya Sabha does not discuss the Demands for Grants, but Rajya
Sabha discusses in the form of Appropriation Bill. They can discuss these issues, and
Supplementary Demand also provides us an opportunity to take a look back at the state of economy.
| would just like to mention a couple of issues which are important for the consideration of the hon.
Members. This is the second batch of the Supplementary Demand. The proposals for the cash

additionality is Rs.56,848.46 crores, and if we take into account the technical Supplementary, then,
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