THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA
NOTIFICATION
New Delhi, the 28 ™ September, 2007

(Chartered Accountants)

No.1-CA(5)/58/2007  « In pursuance of sub-section(5B) of Section 18 of the Chartered
Accountants Act, 1949 a copy of the Audited Accounts and Report of the Council of the
Institute of Chartered Accountants of India for the year ended 31 * March, 2007 is hereby
published for general information.

5% Annual Repor

The Council of the Institute of Chartered Accountants of India has immense pleasure in
presenting its 58" Annual Report for the year ended 31% March, 2007. The Institute of
Chartered Accountants of India (ICAI), which was set up by an Act of Parliament on 1 % July,
1949, entered into its 58" year of existence during the year. The Council, at the outset,
commends the members and students for the respect which the Chartered Accountancy
Profession commands today in the Society. This has been achieved by excellence,
independence and integrity displayed by the members and students all along.

The Report highlights the important activities of the Council and its various
Committees for the year 2006-2007, and major initiatives up to mid - August, 2007. The
Report also covers important events and statistical profile relating to memb ers and students
for the year. The Report further details seminars and conferences organised, training
programmes conducted, and also include the accounts of the ICAI for the year 2006-2007.

The most significant development that has taken place in relation to the profession
during the year is the much-awaited changes in the Chartered Accountants Act, 1949, by
way of amendments. In this regard, it is pertinent to mention here that the Chartered
Accountants (Amendment) Act, 2006 was notified by the Central Government, after the
assent of the President of India, on 23" March, 2006.

The amendments brought through the said Amendment Act have indeed been very
elaborative and comprehensive. Some of the significant initiatives taken by the Central
Government through the Amendment Act, 2006 include giving autonomy to the Institute in
various matters pertaining to administration of the Institute; bringing in a more vibrant and
effective disciplinary mechanism; constitution of a Quality Review Board; and electoral
reforms.

The Rules required to be framed under the new dispensation have been brought into
force, arising out of the amendments brought through the Amendment Act, 2006. While
certain existing Regulations are required to be amended, fresh Regulations hawe also
become necessary. For the purpose, the Institute has submitted its detailed and
comprehensive proposals to the Central Government, which are under its active
consideration.



It is hoped that the amendments made in the said statute would enable the Council
to discharge its duties and functions in a more effective manner.

The Governments, Industry Associations and Corporates, without any exception, are
of the firm belief that having a strong accountancy profession is the key to having a strong
financial infrastructure in the country and it directly relates to the ability of that country and
of individual companies. It is in these directions that the National Advisory Committee on
Accounting Standards constituted under section 210A of the Companies Act 1956
recommended Accounting Standards 129 (except AS 8 which has been merged with AS 26)
for prescribing under the Companies Act. These Accounting Standards issued by the
Institute were examined in consultation with Ministry of Law and have been prescri bed
under the Companies Act, 1956 through notification number GSR 739(E), dated 7"
December, 2006. This is the result of a five year long exercise and is a major joint
achievement of the Ministry of Corporate Affairs, Government of India, as well as the | CAl,
whereby the Indian Accounting Standards, incorporating the best international practices,
have been developed and notified.

As India surges ahead on the road to being an economic power on the world...s
economic map, it is essential to nourish the surge with an unshakeable confidence of the
investors world over in the capital market of our country. Whereas the Government is doing
its own bit to nourish that confidence by providing greater flexibility and openness in
operations to the corporate sector, t he latter itself has long recognized the benefits of ethics
in business and having sound governance practices. The Indian corporates also recognise
the fact that a fair, transparent and reliable financial reporting is one that cements the
confidence and smoothens the necessarily rough journey of economic growth. In this
regard, the ICAI, as a vital Partner in Nation Building, supports the Government in India
emerging as one of the most sought after and lucrative investment destinations in the world,
not only through the world class financial reporting standards but also the internationally
benchmarked auditing standards formulated by it.

1. THE COUNCIL

The term of the Nineteenth Council, which was constituted for a period of three years
effective from 5™ February, 2004 ended on 4" February, 2007.

The election to the Twentieth Council was successfully held on 16" December, 2006 and
wherever necessary (in metropolitan cities only) on 15" and 16" December, 2006 in
accordance with the Chartered Accountants (Election to the Council) Rules, 2006 specified
by the Central Government under the Chartered Accountants Act, 1949, as amended by the
Chartered Accountants (Amendments) Act, 2006. In terms of the provisions of sub -section
(2) of Section 9 of Chartered Accountants Act, 1949 which has been brought into force from

5" September, 2006, the Twentieth Council composing of 32 elected members and 8
members nominated by the Central Government, in accordance with Chartered Accountants
(Nomination of Members to the Council) Rules, 2006, was constituted on 5" February, 2007
for a period of three years. The composition of the Nineteenth Council, which held the

Office up to 4™ February, 2007 and that of the Twentieth Council constituted on 5™
February, 2007, are shown separately.

The Council records its deep sense of gratitude and appreciation for the valuable
contributions made by the members of the Nineteenth Council, especially of those who have
retired from the Council, in its deliberations and other professio nal development activities.
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2. COMMITTEES OF THE COUNCIL

The Council, in terms of Section 17 (Committees of the Council) of the Chartered
Accountants Act, 1949 and as per transitional provisions of Section 21 D of the Chartered
Accountants (Amendment) Act, 2006 which are in force effective from 17 ™ November, 2006,
constituted on 5" February, 2007 four Standing, and various Non-Standing Committees to
deal with matters concerning the profession. Subsequently, a Special Purpose Committee
has been constituted for the purpose of bringing out a Vision Document 2021. During the
year ended 31° March, 2007, 155 meetings were held of various Committees of the Council
as compared to 182 meetings held during the year ended 31° March, 2006.

3. AUDITORS

CA. Maru Chadha, FCA, and CA. Gurmeet S. Grewal, FCA, were the Joint Auditors of the
ICAI for the financial year 2006-2007. The Council wishes to place on record its appreciation
of the services rendered by them.

4. STANDING COMMITTEES
4.1 Executive Committee

This Committee is responsible for the maintenance of various registers pertaining to
students/members/firms, admission, removal and restoration of members, matters relating
to members including issue of certificate of practice, matters relating to students inc luding
according permission, wherever required, condonation of delay on the part of
students/members/firms, matters connected with Branches including opening of new
Branches, opening of new Chapters and overseas offices and those connected with
employees, maintenance of accounts etc.

Some of the important recommendations made by the Committee during the period under
Report to the Council are on matters relating to:

O Draft Regulations = fresh/amendments in existing ones, arising out of the Chartered
Accountants (Amendment) Act, 2006 and otherwise, prepared by the "Working
Group on review of existing Regulations™.

O Modifications proposed in Form 103 (Form for registration of articles) and Form No.
102 (Deed of Articles) as sequel to the implementation of New Scheme of Education
being brought out by Chartered Accountants (Amendment) Regulation 2006.

O Modalities and implementation Schedules for the new scheme of education and
Examinations.

O Participation of ICAl in XBRL India Limited

O Form for submitting details of Secondment of Articles under Chartered Accountants
Regulations, 1988.

O Restructuring of the Post Qualification Course in International Trade Laws and WTO.

O Revision of Post Qualification Course in Insurance and Risk Management.
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Group Insurance Scheme for Members of the Institute provided by Birla Sun Life
through CABF.

Group Insurance Scheme for Students of the Institute

Issuance of Co-branded credit-card by ICICI Bank to members of the ICAL.

Execution of Agreement of affiliation between the Government Finance Officers
Association of the United States and Canada and the Institute of Chartered
Accountants of India.

Revision of Terms of Reference of the Committee on Ethical Standards.

Setting up of Branches at Nellore in Southern Region and Bilaspur in CentralRegion.
Setting up of Chapter of the Institute in Sydney, Australia.

Increase in Membership fee.

Exploring the feasibilities to make the functioning of Branches of Students...
Associations more effective by making constitution of Study Circles mandatory and

requiring the Study Circles to undertake the task of Continuous Professional Learning
(CPL).

Some of the important decisions taken by the Committee during the period under Report
pertain to :

O

4.2

Formulation and implementation of robust HR Policies/Initiatives including an
Accelerated Promotion Scheme aiming at attracting new talents and retaining the
existing ones.

Increase in the amount of various scholarships to students.

Scholarship Scheme for the Students of Professional Competence Course.

Exemption from payment of tuition and registration fees for children of military and
paramilitary personnel killed in action.

Review of Guidelines on functioning of Chapters of ICAI outside India.
Developing a new Format of Certificates issued by the Institute.

Draft guidelines for observance by the Regional Councils and their Branches while
organizing Non-education programmes.

Naming the ICAI Buildings with 8 and more floors as "ICAI Tower... and continue to
name all other ICAI buildings as "ICAI Bhawan....

Finance Committe e

This Standing Committee of the Council has come into existence by virtue of amendments
made through The Chartered Accountants (Amendment) Act, 2006. Pending approval of the
amendments in the Chartered Accountants Regulations proposed to the Central
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Gowernment, the Committee would discharge such functions as are earlier assigned to the
Central Budget and Finance Committee and any other functions that may be assigned from
time to time.

4.3 Examination Committee

The Chartered Accountants Final, ProfessionalEducation - 1l and Professional Education ~ |

Examinations were held in November, 2006 in 151, 171 and 150 centres respectively in 102
cities all over the country in addition to those at Dubai and Kathmandu and in May, 2007 in

159, 177 and 133 centres respectively spread over 102 cities in addition to those at Abu
Dhabi, Dubai and Kathmandu. The first Professional Competence examination was held in
May, 2007 in 32 centres. The first Common Proficiency Test (CPT) was held in November,
2006 and subsequently in February and May, 2007 in 146, 164 and 182 centres in 108, 98
and 112 cities respectively.

The total number of candidates who appeared in the Final, Professional Education - Il and
Professional Education- | Examinations held in November 2006 were 24667, 49220 and
16089 and in May 2007 were 23470, 56624 and 6194 respectively.

Besides the aforesaid students... examinations, during the year, Assessment Tests of the Post
Qualification Course in Information Systems Audit were also held in the months of
September and December, 2006 and March and June, 2007. Further, examinations of
Management Accountancy Course (Part 1) were held in November, 2006 and May, 2007,
apart from the Corporate Management Course (Part I) and Tax Management Course (Part 1)
examinations, which were also conducted along with the students... examinations in May,
2007. The Post Qualification Course examination in Insurance and Risk Management was
also successfully held in November, 2006 and May, 2007. The Post Qualification Course in
International Trade Laws and World Trade Organisation (ITL & WTO) was conducted in
November, 2006 and continued in May, 2007.

During the period under report, for the convenience of the candidates, the following facilities
were continued to be provided: -

O New examination centres were set up in Ahmednagar, Erode, Kollam, Kumbakonam
and Pondicherry with effect from the November, 2006 examination

O New examination centres were set up in Anand, Bellary, Karnal, Sonepat, Rourkela,
Tirupur and Tuticorin for Common Proficiency Test, in addition to the examination
centres set up for main examinations.

O The examination centres at Ahmedabad and Bangalore were divided into different
zones covering the various localities of the respective cities for November, 2006 and
May, 2007 examinations also.

O Examination application forms in the OMR format were continued for November,
2006 and May, 2007 examinations also and the admit cards bearing the candidate...s
scanned photograph and specimen signature were issued to the candidates. This
obviated the necessity of issuance of the identity card to the candidates separately.

O Examination application forms were continued to be made available, besides at all
the Regional offices of the Institute and branches of the Regional Councils, at
different locations in the metropolis of Delhi, Kolkata and Mumbai. Candidates were
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extended the facility of downloading the admit card from the website by using the
Personal Identification Number (PIN) indicated by them in the OMR application form.

O The results as well as marks were also made available on the National Informatics
Centre’s (NIC) website. Information pertaining to merit list was also made available
on the website simultaneously with declaration of results.

g Facility of downloading of the results as well as marks by the Regional offices of the
Institute and branches of Regional Councils was made available simultaneously with
the declaration of results.

O Facility of registering requests in advance for ascertaining results on declaration was
continued and candidates registering for the same were provided with their results
by e-mail immediately after declaration of results.

O Issue of admit card to the students through e -mail query was continued for
November, 2006 and May, 2007 examinations.

O Results of November, 2006 and May, 2007 examinations were continued to be made
available on SMS mode.

O Students of Professional Education Examination| were continued to be offered the
facility of online filling of examination application form for November, 20 06 and May,
2007 examinations.

Consultancy continued to be provided to a few of the foreign institutions in the examination
systems and procedures. The Institute of Chartered Accountants of Nepal (ICAN)
successfully conducted its Final examination in Jure, 2006 with the continued technical
expertise and support of the ICAIl The Institute of Chartered Accountants of Sri Lanka
successfully conducted the Information Systems Audit (ISA) Assessment Tests in September,
2006 and March, 2007 with the technical expertise and support of the ICAI.

The In-house Data Management Centre at the office of the ICAI at Noida has become fully
operational.

4.4 Disciplinary Committee

This Committee assists the Council in the maintenance of the status and standards of
professional qualification awarded by the ICAI. In discharging its avowed responsibility of

conducting disciplinary inquiries against members whose cases have been referred to it by
the Council upon prima facie opinion, during the year 1 April, 2006 to 31 > March, 2007

this Committee held sittings on 22 occasions for a period spanning 36 days and at venues
covering the various regions of the country. During the year under review, the Committee

concluded its enquiry in a record number of 95 cases, which included cass, referred to it in

previous years.

5. TECHNICAL AND PROFESSIONAL DEVELOPMENT
5.1 Accounting Standards Board
Existence of a high quality, sound and reliable accounting and financial reporting system is

considered to be the basic requirement for achieving high and sustainable economic
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development in any country. In India, ICAIl is the premier accounting body and is working
relentlessly in this direction. For this purpose, the Accounting Standards Board was
constituted in 1977. Since then it is working to pr ovide a sound and reliable accounting and
financial reporting system in the country by issuing new Accounting Standards as well as
revising the existing Accounting Standards from time to time in order to bring them in line
with the International Accounting Standards (IASs)/ International Financial Reporting
Standards (IFRSs). The Accounting Standards Board also formulates various Accounting
Standards Interpretations and Announcements so as to ensure uniform application of
Accounting Standards and to provide guidance on the issues concerning the implementation
of Accounting Standards.

Accounting Standards issued by the Institute got legal recognition in October 1998 with the
insertion of section 211 (3A), (3B), and (3C) in the Companies Act, 1956. Section 211 (3C)
of the Act provides that the Accounting Standards issued by the ICAI may be prescribed by
the Central Government in consultation with NACAS and proviso to the section provides that
until the notification of the Accounting Standards by the Government, Accounting Standards
issued by the Institute are required to be followed by the companies. Recently, the Ministry
of Company Affairs (now “"Ministry of Corporate Affairs...), Government of India, has
prescribed Accounting Standards 1 to 7 and 9 to 29 vide its notification dated December 7,
2006, in the Gazette of India, to be effective in respect of accounting periods commencing
on or after the publication of these Accounting Standards (i.e., December 7,2006)

With the liberalisation and globalisation of th e economy and expansion of businesses across
the globe, the users of the financial statements of an enterprise are no longer limited to a
single country and they may not be able to appreciate the differences in GAAP requirements
of various countries. Therefore, need for a single set of high quality accounting standards
has been recognised. Considering this, many countriesaround the world are either adopting
or adapting IASs/IFRSs. Moving forward in this direction, the Accounting Standards Board of
the ICAI also formulates Indian Accounting Standards (ASs) on the basis of IFRSs and tries
to integrate with them, to the extent possible, in the light of the conditions and practices
prevailing in India. During the period, the ICAI through its Accounting Standard s Board has
issued the Exposure Drafts of the Accounting Standard (AS) 30 on Financial Instruments:
Recognition and Measurement Re-exposure Draft of proposed Accounting Standard (AS) 31,
Financial Instruments: Presentation, and proposed consequential limited revisions to 8
Accounting Standards, viz., AS 2, AS 11 (revised 2003), AS 21, AS 23, AS 26, AS 27, AS 28
and AS 29. Both the Exposure Drafts are broadly based on the corresponding International
Accounting Standards. Apart from these two Accounting Standards, AS 10, Property, Plant
and Equipment, has been revised to be in line with IAS 16 and the Exposure Draft of AS 12,
Accounting for Government Grants and Disclosure of Government Assistance,has been
issued for public comments, the same is in line with IAS 20. In addition to the above,
Accounting Standards Interpretation (ASI) 14, Disclosure of Revenue from Sales Transaction
(Re. AS 9, Revenue Recognition) has been revised by the Board.

A brief overview of other activities of the Accounting Standards Board during the period
under report is as follows:

5.1.1 Constitution of Task Force for Convergence of Accounting Standards with
IFRSs

Convergence with IFRSs has always been the endeavour of the ICAl and changes made in

ASs are only minimum. Recently, & has been decided that there should be total convergence

with IFRSs and for this purpose a Task Force was constituted under the convenorship of the
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then Chairman, CA. S.C. Vasudeva, toexplore the approach for convergence with IFRSs,
and laying down a road map for achieving convergence with IFRSs so as to make India
IFRScompliant.

A Concept Paper on Convergence with IFRSs in India has been finalised. It has been decided
to adopt the International Financial Reporting Standards (IFRSs) from the accounting
periods commencing on or after 1% April, 2011 in respect of the listed entities and other
public interest entities such as banks, insurance companies and other large-sized entities.

5.1.2 Implementation Guidance/ Guidance Note issued

Considering the difficulties faced by the Industry and the members of the profession in the
implementation of Accounting Standard (AS) 15, Employee Benefits (revised 2005), the
Accounting Standards Board decided to provide additional guidance in the form of FAQs. As
a result, the Board has issued "ASB Guidance on Implementing AS 15,Employee Benefits
(revised 2005)....

Apart from the above, Guidance Note on Recognition of Revenue by Real Estate Developers
was issued by the Board during the period. This Guidance Note provides guidance on
application of the principles of Accounting Standard (AS) 9, Revenue Recognition to real
estate developers.

5.1.3 Limited Revision to Accounting Standards

Considering the recommendations of the Sub-group constituted by the Council, the Board
has decided to carry out limited revision to AS 15, Employee Benefits(revised 2005), so as
to modify the Transitional Provisions of the Standard to provide an option to charge

additional liability arising upon the first application of the Standard as an e xpense over a
period upto 5 years and to provide that an entity may disclose certain amounts determined

for each accounting period prospectively from the transitional date. As a result of limited

revision to the Standard, the differences between the standard and the corresponding IAS
will be reduced further.

5.1.4 Issuance of Announcements

The Board has formulated the following announcements during the period, which were
issued under the authority of the Council:

O Deferment of Applicability of Announcement on “"Accounting for exchange differences
arising on a forward exchange contract entered into to hedge the foreign currency
risk of a firm commitment or a highly probable forecast transaction...

O Deferment of Applicability of Accounting Standard (AS) 15, Employee Benefits
(revised 2005)

Contribution to the International Accounting Standards Board (IASB) Activities and
responding to International Developments

In order to participate in the developments taking place internationally and being IASs/IFRSs
forming a basis for formulation of Accounting Standards, the Board interacts with the IASB
at various levels, such as,

O Sending comments on various draft IFRSs or other draft pronouncements of IASB.
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O Active participation in the meetings of the World Standard -setters and Regional
Standard-setters with the IASB.
O Contribution in the discussion on various on-going projects of the IASB.

With the objective of promoting the process of convergence with IFRSs, a team from |ASB,
consisting of Sir David Tweedie, Chairman, International Accounting Standards Board
(IASB), Mr. Warren McGregor and Ms. Tracia O’Malley, members of IASB, and Ms. Elizabeth
Hickey, Director of Technical Activities, visited India on February 13-15, 2007 for discussing
various issues relating to convergence with IFRSs in India. The IASB team was apprised of
approach of the ICAI towards convergence with IFRSs, major departures in Indian
Accounting Standards from IFRSs and various obstacles in achieving full convergence with
IFRSs, e.g., legal and regulatory issues. A presentation was made to the IASB team
indicating the strategy for convergence with IFRSs in India by categorising the IFRSs on the
basis of their nature. Various conceptual issues regarding the adoption of IFRSs were also
taken-up with the IASB team. The team promised to look into those areas in respect of
which the relevant IAS/IFRS may require a revision. IASB team also apprised the ICAI of
IASB Work Plan projected as at 31 December 2006, so that the ICAI may formulate its
convergence plan accordingly.

Moving forward in this direction, the representatives of the Institute attended meetings with
the IASB and ASB (UK) in London on June 2829, 2007. At the meetings, the IASB and ASB
(UK) were apprised of the recent efforts made by the Institute towards convergence with
IFRSs including acceptance of recommendations of the Task Force by the ASB. At the
meeting with IASB certain conceptual differences between Indian Accounting Standards and
IFRSs were discussed in detail and agreements were reached At the meeting with ASB
(UK), UK experience of convergence with IFRSs was shared, besides discussing issues in
certain individual IFRSs.

Meetings of the World Standard-setters and the National Standard-setters held in September
2006 were attended by the representatives of the Institute at London. At the meeting of
World Standard-setters, discussion took place on various topics, such as, Conceptual
Framework, Fair value, progress on adoption/convergence/implementation of IFRSs, etc. At
the National Standard-setters meeting, the developments focusing on the various projects
undertaken by the concerned standard-setters were discussed.

A round-table discussions on IAS 37, was also attended by the representatives of the
Institute at London in December 2006.

Another meeting of the National Standard-setters held in March 2007 was attended by the
representatives of the Institute at Hong Kong. The progress of the project on "Rate -
Regulated Entities... being carried on by ASB was discussatbng with other projects being
carried on by other national standards-setting bodies. It was decided that ASB of ICAI
should continue its project on Rate-Regulated Entities in collaboration with the Canadian
Institute of Chartered Accountants and present a paper on the subject at the next meeting
of the National Standard-setters to be held in September, 2007 at London.

5.1.5 Interaction with National Advisory Committee on Accounting Standards
(NACAS)

The NACAS considered revised Accounting Standard (AS) 10Property, Plant and Equipment,
formulated by the Institute during the period. Suggestions made by the NACAS were
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considered by the Board and addressed in an appropriate manner to the satisfaction of the
Board.

5.1.6 Interaction with Regulatory Bodies

Being the premier accounting body, the ICAI through ASB interacts with various regulatory
bodies from time to time in order to express its views on various accounting matters.

In addition to the above, during the visit of IASB team to India, meetings were held with the
various legal and regulatory authorities including Ministry of Company Affairs (now “Ministry
of Corporate Affairs...), Ministry of Finance, Reserve Bank of India (RBI) and Securities and
Exchange Board of India (SEBI) for removing various legal and regulatory impediments
regarding the convergence with IFRSs.

5.1.7 Compendium of Accounting Standards

During the period, an updated edition of Compendium of Accounting Standards as on July 1,
2006, alongwith a Compact Disk (CD) has been issued.

5.2 Committee on Accounting St  andards for Local Bodies

Recognising the need to harmonise and improve accounting and financial reporting among
local bodies, the ICAI, constituted an independent Committee on Accounting Standards for
Local Bodies (CASLB) in March, 2005. The compositionof the CASLB is fairly broadbased
and ensures participation of all interest-groups in the standard-setting process. Apart from
the members of the Council of the ICAI, the CASLB comprises the representatives of the
Ministry of Urban Development, Comptroller and Auditor General of India, Controller General
of Accounts, National Institute of Urban Affairs, Ministry of Panchayati Raj, Directorates of
major Local Bodies, Directorates of Local Fund Audit Departments, Academic Institutions
and other eminent prof essionals coopted by the ICAL.

Apart from formulation of Accounting Standards for Local Bodies, the Committee would also
take steps in facilitating improvement in accounting methodology and systems of local

bodies, and would act as a forum to receive feedback from Local Bodies regarding problems
faced by them in the adoption of accrual accounting and in application of the Accounting

Standards as set out in its Preface to the Accounting Standards for local bodies.

While formulating Accounting Standards for Local Bodies, the CASLB gives due consideration
to the International Public Sector Accounting Standards (IPSASs) prepared by the
International Public Sector Accounting Standards Board (IPSASB) of the International
Federation of Accountants (IFAC) and ftries to integrate them, to the extent possible, with a
view to facilitate global harmonization.

During the period under Report, the Preface to the Accounting Standards for Local Bodies...
has been released. The Preface sets out the objectives and operatirg procedures of the
CASLB and explains the scope and authority of the Accounting Standards for Local Bodies.
The draft "Framework for the Preparation and Presentation of Financial Reports by Local
Bodies... is being finalised for its public exposure on theasis of the comments received on its
limited circulation among the specified outside bodies and the Council members of the
Institute. The draft framework sets out the concepts that underlie the preparation and
presentation of financial statements and would assist the Committee in the development of
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future Accounting Standards for Local Bodies. The Committee has also finalised the draft of

the proposed Accounting Standard for Local Bodies on "Borrowing Costs™ and this will be

circulated to specified outside bodies and the Institute...s Council members shortly. The draft
of the proposed Accounting Standard for Local Bodies on “Presentation of Financial
Statements... is being finalized for its limited circulation among specified outside bodies and
the Council members. The CASLB has also undertaken many other projects for preparation

of Accounting Standards for Local Bodies corresponding to International Public Sector

Accounting Standards.

The Governmental Level Technical Committee constituted under the aegis d Ministry of
Urban Development (MoUD), Government of India and C & AG, would recommend the
Accounting Standards for Local Bodies, issued by ICAIl, for acceptance by the state
governments. Apart from accounting standards, the ICAI will also support the Tec hnical
Committee in its endeavours towards various other aspects of financial reporting including
preparation of asset registers, performance measurement, budgeting, costing, internal
control and audit.

The Office of the Comptroller and Auditor General of India (C&AG) constituted Government
Accounting Standards Advisory Board (GASAB) in August 2002 “in order to establish and
improve standards of governmental accounting and financial reporting and enhance

accountability mechanisms for Union and the State Government accounts.” The ICAl is a

member of the GASAB and is also represented on its various SubCommittees formulated

from time to time by GASAB. The representatives of the ICAIl participated in the meetings

of GASAB held during the year and contributed to the technical activities of the Board. The

CASLB prepares comments on drafts at various stages prepared by GASAB.

During the period under Report, the Committee constituted by the GASAB under the
convenorship of the President, ICAI, for finalisation of "Operational Framework for
Implementation of Accrual Accounting in Government... had submitted the same to the
GASAB for its consideration after modifications on the basis of the comments received on its
circulation amongst the State Governments. The GASM considered the revised draft and
after modifications has forwarded the same to the Government of India for consideration
and further action.

The ICAI has also undertaken two pilot projects with the Controller General of Accounts
(CGA), Government of India, for bringing in accounting reforms in the Ram Manohar Lohia
(RML) Hospital, New Delhi and the identified divisions of the New Delhi Zone of the Central
Public Works Department (CPWD), funded by the World Bank. The CASLB is also providing
the necessalty support in successful implementation of these two pilot projects.

5.3 Auditing and Assurance Standards Board

In September, 2007, the Auditing and Assurance Standards Board is going to complete its
glorious journey of 25 years, which undoubtedly signals the emergence of a strong,

confident Board ready to take on bigger challenges. During this period the Board has been
working relentlessly towards bringing an overall qualitative improvement in the field of

auditing in the country. This journey of 25 years is marked by a number of significant events
and the prominent among these is converting of Auditing Practices Committee (APC) as
Auditing and Assurance Standards Board (AASB) in the year 2002 which introduced
participation of representatives from regulators and industries on the Board thereby
ensuring greater transparency, efficiency and safeguarding of public interest.
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5.3.1 The Board « Today

As a national standard setter, the foremost objective of the Board is to formulate high
guality standards dealing with auditing, review, other assurance, quality control and related
services. The AASB represents a codification of the best practices in the area of auditing.
The AASB also undertakes preparation of Guidance Notes on issues relating to auditing,
whether generic in nature or industry specific. The AASB also undertakes the task of issuing
clarifications on issues arising from the Auditing and Assurance Standards. Today, this
standard setting body boasts of the following achievements:

35 Auditing and Assurance Standards

2 Statements and 3 General Clarifications

27 Guidance Notes on Auditing issues

4 Industry specific Guidance Notes on~ Audit of Banks, Audit of Accounts of Members of

Stock Exchanges, Audit of Companies carrying on General Insurance Bginess, Audit of

Companies Carrying on Life Insurance Business

A Study on Money Laundering: An Accountant...s Perspective

5.3.2 The Year 2006 -07

During the year, there were five meetings of the Auditing and Assurance Standards Board
totaling 9 days of full Board deliberations. Additionally, a number of study group meetings
were also held. The Board considered a number of important technical documents out of
which some have been issued whereas some others remain under process of finalisation.
The documents issued during the year are:

Guidance Note on Reports in Company Prospectuses (2006)

In October, 2006, the Board issued a thoroughly revised edition of the Guidance Note on
Reports in Company Prospectuses. The original Guidance Note on Reports in Comgny
Prospectuses, issued in 1985, has been revised in the light of latest SEBI (DIP) Guidelines
and subsequent amendments to Schedule Il to the Companies Act, 1956. The requirements
of the Guidance Note on Audit Reports/Certificates on Financial Information in Offer
Documents issued in the year 1996 have also been incorporated.

AAS 35: The Examination of Prospective Financial Information (2007)

The objective of this AAS is to provide guidance in respect of engagements to examine and
report on prospective financial information. This AAS also covers specific aspects such as
examination procedures for best estimates and hypothetical assumption.

Preface to the Standards on Quality Control, Auditing, Review, Other
Assurance and Related Services (2007)

The thoroughly revised Preface, which replaces the existing Preface to the Statements on
Standard Auditing Practices (issued in 1983), paves way for total revamp of the existing
structure of the Auditing and Assurance Standards (AASs) issued by the Institute on the
lines of the International Standards issued by the International Auditing and Assurance
Standards Board (IAASB). The new Standards to be issued by the AASB in the future would
be collectively known as Engagement Standards and would comprise of Standads on
Auditing (SAs), Standards on Review Engagements (SREs), Standards on Assurance
Engagements (SAEs) and Standards on Related Services (SRSSs).
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AASB and Its Due Process (2007)

It contains the detailed procedures whereby the Standards/ Statements/ Guidance Notes
etc., would be issued by the Board. The aim of such formal and detailed due process is to
strengthen transparency, enhance objectivity and fix accountability.

Revised Classification and Numbering Pattern of the Auditing and

Assurance Standards.
The revised Preface necessitated the need to adopt a new numbering pattern for the
Engagement Standards. Whereas hitherto the auditing standards were being allotted
sequential numbers as and when they were issued, as per the revised Classification and
Numbering Pattern of the Auditing and Assurance Standard, these standards would be
categorised on the basis of the specific aspect of audit that they deal with and accordingly
allotted the number.

Framework for Assurance Engagements (2007)

The Revised Framewok lays down concepts for the performance of assurance engagements
by applying Standards on Auditing (SAs), Standards on Review Engagements (SREs) and
Standards on Assurance Engagements (SAEs). The Framework acts as a one stop reference
in case of a doubt.

The revised Preface including Due Process and the revised Framework will be effective from
1 April, 2008.

Handbook of Auditing Pronouncements « (Volumes 1 &Il)  « (ason
February 1, 2007)

Recognising the fact that it is essential for the members to be aware of these
pronouncements of the Institute and are able to access this vast expanse of technical
literature with ease, the AASB has issued fourth revised edition of the Handbook of Auditing
Pronouncements. This updated edition, which is in two volumes, contains the text of all
Auditing and Assurance Standards and Guidance Notes relating to Auditing as on February
1, 2007. The Compendium also contains the text of the various occasional announcements
issued by the AASB from time to time.

Some important Projects under advanced stages of completion and expected to be released
soon are as follows:

The Standard on Quality Control for Firms that Perform Audit and Reviews of
Historical Financial Information, and other Assurance and Related Services
Engagements has been approved by the Council of the Institute and will be issued

soon. This Standard is an all pervasive Standard in respect of quality control. It

contains extensive requirements in relation to establishment and maintenance of a
system of quality control in the audit firms as well as even for sole practitioners.

The AASB has already chalked a timeline by which it plans to achieve full
convergence with the International Standards. Accordingly, it has issued Exposure
Drafts of the following Standard on Auditing (SA), which have been written in line

with the new format adopted by the IAASB pursuant to its Clarity Project, for public

comments :

0 SA 240, The Auditor...s Responsibilities Relating to Fraud in an Audit of
Financial Statements
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0 SA 300, Planning an Audit of Financial Statements
0 SA 315, Identifying And Assessing The Risks Of Material Misstatement
Through Understanding The Entity And Its Environment
0 SA 330, The Auditor...s Responses to Assessed Risks
0 SA 570, Going Concern
In addition to these, the Board is also making significant progress on a number of other
projects under its current work programme.

5.3.3 Other Initiatives and Development
O Compilation of RBI Circulars

The Board uploaded all the circulars issued by the RBI till April 20, 2007 which are relevant
for the audit for the year ending March 31, 2007, on the AASB Knowledge Page on the ICAI
website (http://www.icai.org/icairoot/departments/aasb/dept_aasb_index.jsp?icaideptid=4)
and also e-mailed some relevant circulars to all the members of the Institute.

O Interaction with Regulatory Bodies

The Board responds to various regulatory bodies like, Reserve Bank of India (RBI),
Securities and Exchange Board of India (SEBI), Comptroller and Auditor General of India
(C&AQG), etc., on auditing matters raised by them. The Board also represented the Institute
at the 10" State Level Coordination Committee Meeting with State Governments and Other
Authorities on the Regulation of Non-Banking Financial Companies (NBFCs) and
unincorporated bodies accepting deposits from public.

O Contribution to the IAASB Activities and Responding to International
Developments

In India, since Auditing and Assurance Standards are formulated on the basis of IAASB
documents as aforementioned, the AASB interacts with the IAASB at various levels. During
the year, the AASB represented the ICAI at the meeting of International Auditing and
Assurance Standards Board of IFAC with the National Standard Setters and presented its
views. The AASB also sends comments on various Exposte Drafts issued by the IAASB for
comments.

O IAASB s interaction with the AASB

Mr. John Kellas, Chairman, IAASB, and Mr. Jim Sylph, Executive Director, IAASB visited India
to discuss convergence related issues at one of the AASB meetings. At the meeting,Mr. Jim
Sylph was apprised about the steps being taken by the Board for convergence with the
International Standards and also various other issues related to the process. Mr. Jim Sylph
appreciated the efforts being made by the Board and emphasized the need of convergence
in India.

O Future Strategy and Work Program

The AASB is the founder member of International Federation of Accountants (IFAC) and it
always recognized the fact that as the world grows smaller, the benefits of using common
high quality standards would evidently smooth the flow of capital and enhance the quality
and reliability of financial reporting. The AASs issued till date have been based to the extent
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possible on the corresponding international standards. This process of tryst with
convergence and clarity would be carried with full force in the next year and the same is
also reflected in the future strategy and work program of the Board. The AASB has already
chalked out a detailed Timeline of Convergence with International Standards. The Board
looks forward to new milestones and challenges of greater magnitude, and remains firmly
committed to pursuing goals with renewed integrity.

5.4 Research

Research is the critical function for the very existence as well as continued development of
any profession. Recognising the importance of research activities in ensuring high quality of
services rendered by the profession of Chartered Accountancy, the Council of the ICAI
constituted Research Committee as a NorStanding Committee in 1955. Since its inception,
the Research Committee of the ICAI has been actively involved in providing guidance to the
members of the Institute in various areas of professional interest particularly, accounting
and auditing, so that their professional and technical competence might be maintained in
the services rendered by them. The Committee has also been proactive in responding to the
need for accounting guidance on contemporary issues, which arise due to amendments in
laws and other developments related to economic reforms in the country.

5.4.1 Mission and Objectives

The primary mission of the Research Committee is to conduct research in various fields
which have a direct and indirect bearing on accountancy and to render research services
expected of professional research institutions. The Committee formulates Guidance Notes on
accounting aspects which are issued under the authority of the Council of the ICAI. It also
brings out Technical Guides, Studies, Monographs, etc., on generally accepted accounting
and/or auditing principles and practices designed to enhance the value of the services
rendered by the profession. The Committee also conducts a competition for the "ICAI
Awards for Excellence in Financial Reporting... annually, with a view to encourage
improvement in the presentation of financial statements in the country.

5.4.2 Guidance Notes and other Research Publications

During this period, the Committee formulated a Guidance Note on Measurement of Income

Tax Expense for Interim Financial Reporting in the Context of AS 25. The Guidance Note has
been issued under the authority of the Council of the Institute. This Guidance Note provides

guidance on certain issues relating to measurement of current and deferred income-tax for

interim financial reporting.

During the period under Report, the Committee has also issued revised “Technical Guide on
Accounting and Auditing in Not-for-Profit Organisations (NPOs)/ NonGovernmental
Organisations (NGOs) (Revised, Second Edition).... This publication incorporates the
accounting standards issued/revised by the institute among other things that occurred after
the issuance of the previous edition.

Revised Guidelines for releasing publications by the Regional Councils and Branches have
also been issued during the period under the authority of the Council of the ICAL.

In addition to the above, the Committee has issued "Study on Unconventional Methods in
Special Audits and Investigations... and “Checklist for Disclosures Under Accounting
Standards....
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The Study on Unconventional Methads in Special Audits and Investigations discusses some
unique methods that may be considered by the auditor for application when confronted with
situations where detection of frauds and errors may be extremely difficult. The Disclosure
Checklist is intended to be a ready referencer for disclosure requirements of various
accounting standards and also covers the disclosure requirements of interpretations,
announcements and guidance notes on accounting issued by the Institute, insofar as they
are related to a matter covered by an accounting standard.

The Committee has also taken up the task of preparation of "Formats of Financial
Statements for Members of Stock Exchanges... upon the request of Securities and Exchange
Board of India. These formats would prescribe the information which should be given in the
balance sheet, profit and loss account, schedules and the notes annexed thereto, inter alia,
bringing about the applicability of accounting standards to members of stock exchanges.

5.4.3 Important Projectsi  n Progress

Apart from the projects completed during the year, the Research Committee has also
undertaken a number of projects on certain new topics of relevance identified by it for the
purpose. The objective is to provide guidance to the members on various emerging issues in
the area of accounting and allied areas. The Committee has also commenced the process for
revision of a number of Guidance Notes issued in the past and updation of its publications.

5.4.4 Compendium of Guidance Notes « Accounting (As on July 1, 2006)

An updated edition of "Compendium of Guidance Notes” Accounting... as on July 1, 2006,
was issued along with a Compact Disk (CD) to be distributed free with the book.

5.4.5 ICAIl Awards for Excellence in Financial Reporting

In order to r ecognise and encourage excellence in presentation of the financial information,
the ICAI, through its Research Committee, has been holding an annual competition for the
“ICAI Awards for Excellence in Financial Reporting’. This prestigious Competition propgates
that financial reporting should be committed to the canons of accountability, transparency,

integrity, reliability, timeliness and social responsibility. Earlier the Competition was held
under three categories. From 2004-05 onwards, the Competition is being held under seven
categories based on functional classification of various industries. Category | covered
Manufacturing and Trading enterprises (including processing, mining, plantations, oil and
gas enterprises). Category Il covered Finance sector (including NBFCs, mutual funds,
investment bankers, HFCs, etc.) and Category Ill covered Service sector (including hotels,
consultancy, transport, stock exchanges, R&D, private hospitals). Category IV and Category
V covered Banking, Insurance and Financial Institutions, and Information Technology,

Communication and Entertainment enterprises, respectively. Category VI covered
Infrastructure & Construction sector (including power generation and supply, port trusts,

roads) and Category VIl is the residuary category which covered enterprises which are not
covered by the other six categories like, Section 25 companies, educational institutions,
NGOs, charitable hospitals, etc. For the Competition for the year 2005-2006, ninety-seven
enterprises in different categories participated. The awardees were selected by a panel of
judges, appointed by the Research Committee, on review of accounting practices adopted
by the participating enterprises for the period ending on any day between 1st April, 2005

and 31st March, 2006 (both days inclusive), without regard to their financial condition and

operating performance. Accordingly, the awards signify that the accounting practices
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followed by the concerned enterprise during the year are the best amongst the enterprises
that participated in the Competition. This year there are five Gold Shield winners out of the
seven categories. They are Shopper...s Stop Limited, Bombay Stock Exchange Limited, ICICI
Lombard General Insurance Company Limited, Infosys Technologies Limited and The hta
Power Company Limited. There are two Silver Shield winners out of the seven categories.
They are Blue Dart Express Limited and MphasiS BFL Limited. For two categories Gold Shield
could not be given and for five categories Silver Shields could not be given since the entries
did not meet the benchmark. A special function for presenting the “ICAlI Awards for
Excellence in Financial Reporting... for the year 20086 was held on January 19, 2007, at
Hotel Le Meridien, New Delhi. His Excellency Dr.S.S.Sidhu Holble Governor of Manipur, was
the Chief Guest for the function. The Hon...ble Governor also gave away the awards to the
awardees.

55 Corporate Laws
5.5.1 Tasks Undertaken:

The Committee has constituted 6 Study Groups to formulate the views/suggestions on (i)
Simplification of Corporate Laws, (ii) Simplification of Schedule VI of Companies Act, 1956,
(iif) Changes in the Chartered Accountants Act, 1949 due to provisions of Limited Liability
Partnership Bill, 2006, (iv) Further Comments on Foreign Contribution (Regulation) Bill 2006,
(v) Scope of professional opportunities for Chartered Accountants under the FEMA, 1999 (vi)
To start a certificate course on Arbitration (including negotiation, mediation and conciliation)
and to prepare a panel of Arbitrators. The Further Comments on Foreign Contribution
(Regulation) Bill 2006 have been submitted to Rajya Sabha Secretariat. The other views/
suggestions are under finalization and will be forwarded to the Ministry shortly.

5.5.2 Formulation of Corporate Affairs Standards

The Committee has initiated steps to formulate Corporate Affairs Standards on (i)
Governance of NGOs, (ii) Merger, Demerger” Corporate Restructuring, (iii) Valuation of
Shares, (iv) Labour Laws and Accountancy profession, (v) Arbitration of Comporate Disputes

the role of Accountancy Profession, (vi) Accountancy Profession and Managing the
Business Affairs in the Globalized era, (vii) Valuation of Assets and (viii) Compliance of
Company and allied Laws” the role of accountancy profession (ix) Auditor...s Appointment,
retirement and removal.

5.5.3 MCA -21 The Flagship E -governance Project

The Committee associated intensively with the MCA 21 project initiated by the Ministry of
Corporate Affairs, which enabled an easy and secure access to MCA seliges in a manner
that best suits the corporate entities and professionals besides the public. To popularize the
MCA 21 project, members participated in the projects with overwhelming enthusiasm in
MCA21 Programmes. The Institute has organized workshops/seminars/conferences on
MCA21 across the country.

5.5.4 Scheme for Certified Filing Centers under MCA 21 e -governance Programme

The Ministry of Corporate Affairs had introduced the scheme for Certified Filing Centers

(CFCs) being operated by professionaly qualified persons/firms/body corporates to facilitate

e filing of documents under MCA 21 e-governance programme of the Ministry of Corporate

Affairs. The Ministry had accepted applications for registration of Certified Filing Centre till
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31 December 2006. In pursuance of the scheme, the Ministry had approved 1258
applications, out of which 917 applications belong to the members and firms of ICAI.

5.5.5 Revision of e -forms under rules made under the Companies Act, 1956

The Ministry of Corporate Affairs had constituted a Technical Group on Revision of Eforms
under the Rules made under the Companies Act, 1956. The Institute had contributed in the
deliberations of the Working Group and helped in finalizing the various e-forms.

5.5.6 Limited Liabilit y Partnership Bill 2006

The Limited Liability Partnership Bill 2006 was introduced in the Rajya Sabha on 15"
December 2006. The Parliamentary Standing Committee on Finance is examining the Bill
and the Lok Sabha Secretariat had requested the Institute for its views/suggestions. The
views/suggestions of the Institute had been sent to the Lok Sabha Secretariat.

5.5.7 Suggestions/comments on various issues relating to Corporate Laws

The Committee has submitted its suggestions on the various matters referred to the
Institute by the Ministry of Corporate Affairs and other Government departments such as on
MCA21 Project, Concept Paper on regulation of Valuation Professionals, Banking Companies
(Acquisition and Transfer of Undertakings) and Financial Institutions Laws (Amendment) Bill,
2005, Concept Paper on Limited Liability Partnership Law, Revision of eforms under Rules
made under the Companies Act, 1956, Competition (Amendment) Bill, 2006, Foreign
Contribution (Management & Control) Bill 2005, Foreign Contribution (Regulation) Bill 2006,
Nidhi Companies, Working Group constituted by the Ministry of Corporate Affairs to examine
issue relating to instrument evidencing the charge to be submitted along with Form 8 under
Rules made under the Companies Act, 956, Working Group to examine and suggest a
Model Curriculum for Corporate Valuers, Working Group constituted by MCA to examine the
requirement for an institutional framework for corporate valuers, Draft Guidelines on
Corporate Governance for CPSE, Draft otification for amending the Schedule VI to the
Companies Act, 1956 in view of requirements of section 22 of the Micro, Small and Medium
Enterprises Development (MSMED) Act, 2006 and on various cases referred by the Ministry
to the Institute for its opinio n.

Views/suggestions on Conversion of Loans into equity by ARCs under Section 81(3)(a) of the
Companies Act, 1956 have been forwarded to the Ministry.

5.5.8 Working Group on Corporate Valuers

The Ministry of Corporate Affairs had constituted two working groups to examine the
requirement and make suggestions for an Institutional framework for Corporate Valuers and
to suggest a Model Curriculum for the Corporate Valuers. Both the Groups have completed
their deliberations. Institute had its nominee on both the Groups. The Groups had
submitted their recommendations to the Ministry.

5.5.9 Post Qualification Courses
The Council approved in principle two post qualification courses on "Corporate Valuation™
and “Protection of Creditor...s Rights and Insolvency dw™.  The details are under

consideration of the Committee.
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5.6 Fiscal Laws
5.6.1 Training courses for CBEC Officers

The Fiscal Laws Committee organized seven training programmes in coordination with the
National Academy of Customs, Excise and Narcotics, Fadabad and the Regional Training
Centres for the senior Central Excise and Servicetax Officers of the Central Board of Excise
and Customs. The Committee received a positive feedback from the participants regarding
the value addition made by such training courses. For this purpose, the Committee brought
out a Training Manual. Shri P. Chidambaram, the Hon...ble Union Minister for Finance, Shri S.
S. Palanimanickam, Minister of State for Finance and Shri Pawan Kumar Bansal, Minister for
State for Finance (Expenditure, Banking & Insurance) acknowledged the useful work done
by the ICAI in spreading accounting knowledge to the officials of the Revenue Department.

5.6.2 ICAIl s suggestions accepted

During the year, the Government accepted many of the suggestions made by the Committee
in respect of various issues. The suggestions of the ICAI regarding amendment of Form
No0.3CD including the insertion of Annexure Il for certifying the value of fringe benefits were

accepted at the time of issue of notification NO.208/2006 dated 10™ August, 2006 amending
Form No.3CD. At the time of notification of new income -tax return forms, the Government
accepted many of the suggestions made by ICAI. In regard to service-tax on works
contract, the CBEC accepted the suggestionsof the ICAI at the time of issuing rules and
regulations in this regard.

5.6.3 Service -tax exemption partly restored

The Government withdrew the exemption given to practising chartered accountants in

respect of services other than accounting and auditing services. Vigorous follow up action
was taken up with the Finance Minister and the Department. As a result, the representation

services rendered by practicing chartered accountants, practising cost accountants and
practising company secretaries have been made exempt from the levy of service -tax.

5.6.4 Memoranda

During the year the Committee submitted Pre-Budget Memorandum =~ 2007 and Post Budget
Memorandum ~ 2007. Some of the suggestions were accepted and incorporated in the
respective Finance Bills. A special issue of the Journal containing articles by eminent
members on the clauses of Finance Bill, 2007 was published.

5.6.5 Publication

The Committee brought out the Guidance Note on Audit of Fringe Benefits under the
Income-tax Act, 1961 (with Supplementary Guidance Note on Tax Audit). The Guidance
Note was dedicated to the nation by Shri K. M. Chandrasekhar, the then Revenue Secretary
on 3" October, 2006 at New Delhi. The Revenue Secretary appreciated the efforts of the
Institute in bringing the Guidance Note.

5.6.6 Representations
A detailed representation was submitted to the Hon...ble Finance Minister on the issue of

electronic filing of income-tax returns by corporates. The administrative difficulties being
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faced by members and assessees inthe mandatory electronic filing of income -tax returns by
the corporates were explained. Further, the dis-advantages that would accrue to the
revenue due to dispensing of filing of tax audit report along with the return of income were
also highlighted. Apart from that, there was a representation on section 40(a)(i), a detailed
communication on tax return preparers and also a representation to the Governments of
Madhya Pradesh and Jharkhand as to why only chartered accountants are the fittest for
performing the State-Level VAT audit.

5.6.7 Certificate course on International Taxation and e -filing help centres

The Committee finalized the course contents for a certificate course in international taxation
for members. It was also decided to constitute help c entres in the regional and leading
branch offices all over the country to help the members in understanding procedures in e -
filing of income-tax returns.

5.6.8 Seminars and conferences

A large number of seminars, symposium, workshops were held throughout the country by
the various branches with the coordination of the Committee.

5.7 Financial Markets and Investors Protection

The sustained efforts to build a brand image of the Indian Capital Market in the global
market reaped substantial benefits to the Indian economy and the momentum is poised for
further growth. The market this year despite certain hiccups continued to draw major chunk

of funds from Foreign Institutional Investor...s (Fll...s) and it is looked upon as a major
investment heaven. Commodity markets became another major emerging market in the
country. Keeping in view of the vast expansion and scope of professionals in the field of
financial markets, the Committee in its wisdom revisited the scope of its activities and drew

a comprehensive Roadmap for the current year.

5.7.1. Interactions with the SEBI and the Ministry of Corporate Affairs
With the SEBI

(a) Emerging issues in compliance of Clause 49 of the listing agreement: The
Committee brought to the notice of the SEBI certain issues to the SEBI on
Disclosures such related party transactions, risk management, proceeds from
public/rights/bonus issues and the strong view taken by the Institute and
requested that the regulator to consider them from the view of point of corporate
governance.

(b) Meeting with the Executive Director, SEBI and discussion on various issues
relating to markets and investors and role of the Institute

(c) Suggestions on the Concept Paper on Integrated Disclosures were submitted

(d) Suggestions on the Concept Paper on Delisting of Secuities) Regulations, 2006
were submitted

(e) The Chairman of the Committee attended the 32nd Annual Conference of
International Organisation of Securities Commission (I0SCO) at Mumbai from 9th
to 12th April, 2007 and interacted with various international regul ators.

(f) The chairman of the Committee also attended the meetings of SEBI Committee
on Disclosures and Accounting Standards (SCODA) at Mumbai on 28 July, 2007.
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With the Ministry of Corporate Affairs

(a) On the Efficacy of Investor Protection: The Committee made a presentation
before the Investor Education & Protection Fund Committee of the Ministry of
Corporate Affairs on 16" March, 2007. The presentation was made on the
subject “Single Window Investor Grievances Redressal Mechanism™  The
Secretary, Mnistry of Corporate Affairs specially complimented the presentation
made by the Institute.

(b) ICAI led as Convener of Group of Experts on Investor Protection: Tthe
Ministry of Corporate (MCA) constituted an expert group for the purpose of
making a report to the Ministry on the above subject. The Ministry has
nominated the Chairman of the Committee, CA. C.S. Nanda as the Convener of
the group of experts and the report was submitted on 3 ™ July, 2007.

(c) Suggestions on Indian Depository Receipts: The Committee submitted its
detailed suggestions and recommendations to the Ministry in its response to the
review of the Rules relating to the Indian Depository Receipts (IDR...s)

5.7.2. ICAl Investor Awareness Programmes: Programmes were conducted at the
following places:

Agra (7" May, 2006)
Ghaziabad (12" August, 2006)
Ambala (19" August, 2006)
Hissar (25" August, 2006)
Bhatinda (26" August, 2006)
Patiala (26" August, 2006)
Callicut ( 30™ August, 2006)
Mathura (2" September, 2006)
Kota (3" September, 2006)
Gwalior (18™ November, 2006)

The Committee proposed to conduct 25 programme during the course of this current
year.

5.7.3 MCA « ICAI Investor Awareness Programme:

Under the aegis of the Investor Education and Protection Fund of the Ministry of Corporate
Affairs of the Government of India, the month of September, 2007 is being observed as the
Investor Awareness Month. The Ministry has assigned the Institute to embark upon many
ambitious programmes for the protection and education of investors. This follows after the
submission of a Report of the Expert Group on “Approach towards issue of Investor
Protection & Grievance and Redressal Mechanism and Financial Integrity of the System™ of
which the Chairman of the Committee on Financial Markets and Investors... Protecih was
the Convenor. As a part of the series of action plan towards protection and educating the
investors, the Institute of Chartered Accountants of India is organizing the following
programmes at various places of the regions of the country.

Sl. No. Date Day Place Region
1. 1% September Saturday Ghaziabad CIRC
2. 2"! September Sunday Shimla NIRC
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3 6" September Thursday Pune WIRC

4 7" September Friday Faridabad NIRC

5. 8" September Saturday Agra CIRC

6. 8" September Saturday Goa WIRC

7 8" September Saturday Ludhiana NIRC

8 9" September Sunday Amritsar NIRC

9. 11" September Tuesday Tiruchirapalli SIRC

10. 13" September Thursday Hyderabad SIRC

11. 14" September Friday Bhubaneswar EIRC

12. | 14" September Friday Vijayawada SIRC

13. | 14" September Friday Guntur SIRC

14, 15" September Saturday Gorakhpur CIRC

15. 15" September Saturday Jaipur CIRC

16. 16" September Sunday Allahabad CIRC

17. | 20" September Thursday Kolkata EIRC

18. | 22" September Saturday Bhilai CIRC

19. 22" September Saturday Chennai SIRC

20. | 22" September Saturday Tirupur SIRC

21. | 22" September Saturday Ambala NIRC

22. 22" September Saturday Ahmedabad WIRC

23. 22" September Saturday Guwabhati EIRC

24, 22" September Saturday Aurangabad WIRC

25. 22" September Saturday Kakinada SIRC

26. 23" September Sunday Jalagaon WIRC

27. | 23" September Sunday Nagpur WIRC

28. 23" September Sunday Bangalore SIRC

29. 23" September Sunday Surat WIRC

30. | 27" September Thursday Karnal NIRC

31. 28" September Friday Udaipur CIRC

32. 29" September Saturday Coimbatore SIRC

33. 29" September Saurday Siliguri EIRC

34. 29" September Saturday Nashik WIRC

35. 29" September Saturday Rajkot WIRC

36. | 29" September Saturday Chandigarh NIRC

5.7.4 All India Conference on Capital Market: The Committee in association with
Bharat Chamber of Commerce & Industry & Association of NSE Members of India,
Eastern Region organized an all India Conference on Capital Market on the theme ~
Indian Capital Market ~ Vision = 2010. The Conference was hosed by the EIRC of
ICAI. The Conference was a grand success with a participation of 700 members. The
conference was addressed by eminent experts in the field of capital markets and the
progamme was held on 14™ July, 2007 at Kolkata..
5.7.5 Handbook on Capital Market Regulations: Keeping in view of the vastness of

the subject matter and market being regulated by various statues, and related rules,
regulations and guidelines being amended from time to time, the Committee brought
out a new publication "Handbook on Capital market Regulations™ in September,
2006. The publication also included a chapter on various services rendered by CA in
the field of capital market. The publication is presently under revision.
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5.7.6 Futuristic Initiatives:

(a) Introduction of Certification Course on Financial Markets and Services
in association with the National Stock Exchange of India. The discussions are
presently in progress.

(b) Handbook on Global Practices on Investor Protection
(c) Regional Conferences at Delhi, Bangalore and Mumbai

(d) Global Study Tours to foreign stock exchanges.

5.8 Expert Opinions

In these days of far reaching changes taking place globally, the Institute of Chartered
Accountants of India, taking note of the vast changing developments in the environment in
which the profession of chartered accountancy functions and in its endeavour to act in a
proactive manner has issued/revised time and again new/existing accounting and auditing
standards and guidance notes to ensure that our professional standards are in line with the
international practices. However, these standards being relatively new and complex, pose
practical difficulties in implementing them while dealing with certain tricky situations. With a
view to guide the members in these situations, the Institute established the Expert Advisory
Committee to answer the queries of the members of the Institute on accounting, auditing
and allied issues. The Committee does not deal with hypothetical cases and the issues that
involve only legal interpretation of various enactments and matters involving professional
misconduct. It also does not answer queries which concern a matter which is pending
before the Disciplinary Committee of the Institute, any court of law, the Income -tax
authorities or any other appropriate department of the government. The Council of the
Institute has framed the Advisory Service Rules, in accordance with which the Committee
answers the queries received from the members. These Rules can be accessed from the
website of the Institute or can be obtained from the Institute...s Head Office at New Delhi.

It should be understood that although, the Expert Advisory Committee has been appointed
by the Council and the Committee takes every effort to provide an objective and expert
opinion, after taking into consideration the national and international literature available on
the matter referred to it, an opinion given or view expressed by the Committee represents
only an opinion or view of the Committee and not the opinion of the Council of the Institute.

During the period from 01.04.2006 to 18.8.2007 , the Committee finalised 42 opinions on
wide ranging issues, like segment reporting, overhead allocation for the purpose of
inventory valuation at quarter/year end, deferred tax liability, accounting treatment of lease
premium received on lease of industrial plots as industrial estates, disclosure of partly
secured bonds, accounting treatment in respect of side -tracking costs of wells, treatment of
deferred tax asset in respect of excess provision for doubtful advances and doubtful claims,
etc.

All the opinions finalised by the Committee during a year, along with the date when it was
issued are published in the Compendium of Opinions. Till now, twenty-four volumes of the
Compendium, containing opinions finalised by the Committee upto January 2005 have been
released for sale. Volume XXV and Volume XXVI of the Compendium, containing opinions
finalised by the Committee during February 2005 to January 2006, and February 2006 to
January 2007, respectively are under compilation. The Committee is also striving towards
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releasing a CD containing all the opinions issued by the Committee till date with an easy
search engine for the use of the members of the Institute.

Some of the opinions finalised by the Committee are being published in every issue of the
Institute.s Journal "The Chartered Accountant..Recent opinions of the Committee are also
available on the website of the Institute.

5.9 Continuing Professional Education
5.9.1 Overview

The reporting period is a landmark in the Institute...s endeavor to continueto maintain the
status of Indian Chartered Accountants as a well-rounded professional comparable only with
the best in the World. The Institute of Chartered Accountants of India (ICAI) has always

striven for excellence in the standard of professional services rendered by its members.
Every possible initiative has been taken and implemented by the CPE Committee of the
Institute to assist the members to maintain superior standards of professional services.

In line with the international best practices, the C PE Requirements for the Calendar year
2007 has been revised so that:

All the members in practice, unless exempted, are required to obtain to their credit a
minimum of 20 hours during a calendar year. Unstructured CPE Learning hours are
not applicable. Members shall have to make up any shortfalls in their CPE Credit in
the year 2006 by obtaining twice the amount of the shortfall before the 31 *
December 2007. Such ‘make-up hours... shall be in addition to the regular CPE Credit
hour requirements for 2007.

The requirements of CPE Credit hours arerecommendatory  for members engaged
otherwise than in practice. Such members are recommended to earn a minimum of
10 (Ten) hours of CPE Credit in a calendar year.

The requirements of CPE Credit hours arerecommend atory for members residing
abroad

5.9.2 Documents revised and issued

The Council considered the recommendations of the CPE Committee and revised and issued
the following documents:

Statement on Continuing Professional Education, 2003 (as amended in Augst 2006)
Norms for CPE Study Circles (as amended in August 2006)

Norms for CPE Chapters (as amended in August 2006)

Norms for CPE Study Groups (as amended in August 2006)

Council Directions for Professionalisation of Conduct of CPE Programmes

5.9.3 CPE Portal

The Committee has developed an Online CPE Portal ffttp://www.cpeicai.org ) for recording
and maintaining the records of CPE hours earned by the members of the Institute, which
was made operational w.e.f. 17™ October 2005.

The system facilitates the members in keeping themselves updated with the CPE credit
hours earned by them. The members can view the status of CPE hours by logging into the
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CPE Portal using their User ID and password. The portal also providesthe information on
upcoming events across India and abroad organized by various POUs such as Central
Committees, Regional Councils, Foreign Chapters, CPE Chapters, CPE Study Circles and CPE
Study Groups.

The said CPE Portal is functioning satisfactorily d over the country.
5.9.4 Empowering the Programme organizing Units

With a dual objective of maintaining uniformity in the subjects to be covered by the CPE
POUs and to enable them to determine the CPE Credit hours, without approaching the CPE
Directorate of the Institute, CPE Calendar has been released after due consultation process
covering topics of practical relevance not only for the members in practice but also to the
members in service. Due care was taken to address the CPE requirements of membes at
metros, big and small cities, moffussil and remote places. As in the early years the CPE
Calendar was divided into two parts viz., Obligatory Topics and Optional Topics. The
obligatory topics for the year 2007 -08 includes the following:

ACCOUNTING AND AUDITING

Accounting Standards issued by ICAI

Audit, Assurance and Quality Standards issued by ICAI

Pronouncements and other documents of ICAI on Accounting and Auditing
Accounting Standards with sector wise / industry wise practical presentations
Accounting Standards & International Financial Reporting Standards (IFRS)
US & UK GAAPs

Internal Audit Standards

Peer Review” Systems, Procedure and Documentation for Practice Units
Technical Standards under Quality Review

10. Sarbanes Oxley Act

11. Accounting of the Urban Local Bodies

12. Forensic Accounting and Audit

13. Internal Audit and Internal Control

14. Service Tax Audit

15. VAT Audit

16. Risk Based Internal Audit

17. Issues related to non-corporate enterprises and their auditors

CoNoO~®DNE

INFORMATION TECHNOLOGY

18. Practical Workshop on:

a. IS Audit of Banks/ Banking Application

b Using CAAT...s/ General Audit Software

c IS Audit of Stock Broker CTCL Facility

d. MS-Excel- Tool for Audit

e. Network Security Audit/ Review

f. Windows XP Security Review

g Windows 2000/ 2003 Security Review

h MS-Excel” Tool for Financial Analysis/ Reporting

i. MS-Excel for Financial Management

J- Advanced Features & Facilities of MSExcel

k. Data Extraction/ Analysis for Accounting/ Financial Requirements
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19.
20.
. Accounting Software Security Audit/ Review & Advanced Facilities/ Features
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l. Reporting/ Documentation Using MSWord

m. IS Audit/ Review of Core Banking Applications (CBA)

n. Information System Audit

XBRL Financial Reporting Language

Certification of Internal Controls ~ Clause 49/ Sarbanes Oxley Act

22. Digital Signatures & E-Filing (Income Tax/ MCA21)
23. Understanding ERP (2 Day)
24. ERP Implementation/ Testing/ Maintenance (8/21 Days)
25. Information Technology Act
26. Emerging IT Challenges & Opportunities
27. Emerging Opportunities in BPO/ KPO Sunrise Sectors
28. IT Best Practices” A Review
TAXATION
29. Audit under Income Tax Act © Preparation, Presentation and Documentation

30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.

Depreciation: Accounting, Taxation and Company Law issues
Emerging Issues in Indirect Taxation

Issues in Business Taxation

Issues in International Taxation

Tax Tribunals including National Tax Tribunal~ Role of Chartered Accountants
Recent Judgements on Direct Tax Laws

Service Tax” Law and Practice

Taxation of Non-Resident Indians~ Recent Develgoments

Stay, Tax Recovery and other Related Provisions under the Tax Laws
Transfer Pricing

Corporate Taxation

Fringe Benefit Tax (FBT)

Value Added Tax (VAT)

Survey, Search and Seizure” Current Developments

Desk Review

CORPORATE LAWS

45,
46.
. Arbitration Act, 1996
48.
49.
50.
51.
52.
53.

a7

Schedule VI
E-forms under MCA 21

Valuation Techniques

Mergers and Amalgamations

Companies(Auditors’ Report) Order (CARO)

NCLT Law and Practice

MCA 21" Challenges & Opportunities for the Profession
Limited Liability Partnership

CODE OF CONDUCT

54.

Code o Ethics of ICAI and relevant emerging issues

FINANCE AND CAPITAL MARKET

55.

Derivatives: Futures and Options
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56. Sources of Raising Funds

57. Recent trends in finance and capital market
58. International Finance

59. FDI Rules

60. Project Report and Appraisal

CORPORATE GOVERNANCE

61. Listing Agreement

62. Audit Committee Charter

63. Audit Committee and Independent Directors

64. Recent Developments in Corporate Governance
65. COSO, COBIT & ERP

INSURANCE AND RISK MANAGEMENT

66. Insurance Survey and Loss Assessment
67. Developments in Pension Fund

68. Anti Money Laundering in Insurance Sector
69. Risk Management

OTHERS

70. Consultancy and Advisory Services

71. Business Advisory Services

72. Right to Information Act

73. Six Sigma

74. Intellectual Property Rights

75. Business Process Outsourcing Opportunities for Chartered Accountants

76. Knowledge Process Outsourcing’ Opportunities for Chartered Accountants

77. Fraud Investigation and Reporting

78. Jurisprudence, Interpretation of Law and Evidences Act

79. Money Laundering

80. CA Amendment Act, 2006

81. Merger, Demerger & Networking of CA Firms and Capaciy Building
The optional topics include 144 topics of relevance to the members of the Institute in
practice and in industry. The Calendar in addition also includes 8 broad heads of topics,
which are of relevance to the members in industry specifically.

In order to enable the members to meet the increased quantum of CPE Credit hours, the

CPE Programme Organising Units (POUSs) of the Institute particularly the Regional Councils,
Branches of Regional Councils, CPE Study Circles and CPE Chapters have been aduist

conduct certain minimum number of CPE programmes commensurate with the members
being served by such POUs.

Regional Councils and Branches were also advised that in addition to other programmes
they should mandatorily conduct at least 2 Workshops every quarter one should be on
Compliance with Technical Standards under Quality Review and other should be an
Intensive Training Workshop on Implementation of Recently Issued Accounting Standards.
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