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Dear Colleagues,

The accounting profession is changing worldwide; and the
change is, I think, all for the better. For the first time in many
decades, the profession all over the world is thinking in the same
way.  A fresh wind is blowing and we should be ready to catch that wind in our sails.  

The most important aspect for all of us concerned with the designing, maintenance and super-
vision of the financial system is to see that the information which that system provides is more timely

and more useful, both to the sophisticated experts and to ordinary investors. Other matters are mere
corollaries to this. The need to prevent future Enrons is great and transparency and timely account-
ability are seen as the two most crucial factors that can help to ensure that. I believe all of us agree.
And if that is so, than where lies the problem? To me, the problem is a matter of the mindset that
says that all these things can happen without any changes anywhere. 

That mindset, my colleagues is precisely what is clouding the way forward. And getting anx-
ious about it is of course, of no use. Clear and hard decisions are needed, and that is what we are
trying to provide. Random reports being published everywhere are not helping matters any and we
should be wise enough to see them as what they are – random reports only.

Let me take just two examples to illustrate this. The first is a matter of revision of the criteria
for joint auditors of banks and Part C auditors’ empanelment.  I have received many queries from
members on this issue.  I would like to clarify that there is a Committee formed by the Reserve Bank
of India which is looking into these matters. The Committee was formed about a year ago, and is
still to draft its first report and consider it. Once the Committee considers it and finalizes it, it will
then go to the RBI authorities for final consideration. The Institute has representation on that
Committee and therefore, whatever the final decisions are, you may be sure that those will be for
the greatest good of the greatest number.

Let me come to the second example. There have been a number of reports published in the news-
papers regarding Rotation of Auditors and the stand taken (or not taken) by the Institute for (and
against) the suggestion. In fact, SEBI has also expressed its viewpoint in the matter.  The subject had
been discussed in the past on more than one occasion by the Council and the Council had not been
in favour of rotation at those points of time.  Now the matter is again before the Council for its con-
sideration for the ensuing Council meeting in October, 2002. While this has been and perhaps will
continue to be a subject of heated debates, nevertheless, to be fair and objective, it needs to be said
that there is no positive evidence that rotation of auditors improves audit quality.  Likewise, there is
also no positive evidence that continuation of an auditor impairs independence and effectiveness.
This is what academic research in accounting from all over the world suggests.  This conclusion is
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especially supported by evidence from Italy, the country which has the longest experience of manda-
tory rotation. The Council will, of course, take all factors and viewpoints into consideration. 

What I am really saying is that fortunately or unfortunately, we are bombarded by information
whose veracity we cannot always check. It is therefore more prudent to see what the reality is before
we as a fraternity react to it.

This issue of the journal carries the Annual Report of the Institute as approved by the Council.
Also included are Auditing and Assurance Standards (the new name for SAPs) that have been
approved. These are SAP 10 (Revised) Using the Work of Another Auditor and SAP 12 (Revised)
Responsibilities of Joint Auditor.

I reported to you last month about the terms of reference of the Naresh Chandra Committee.
The Committee continues to hold its meetings and we have been participating regularly. The
Institute has also made presentations to the Committee which are being seriously considered. I shall
report to you at the appropriate time when matters become reportable.

There is some good news on the professional development front for members from some of
the States. In Andhra Pradesh, the Government has decided to appoint Chartered Accountants at
the district level to conduct internal audits of the Government Treasury. They wanted a panel using
the same criteria as for bank audits. We have sent the panel of Andhra Pradesh Chartered
Accountants to the Government already.

In Kerala and Madhya Pradesh also, the State Governments have started responding very pos-
itively to our regular follow-ups, and we should shortly be able to announce the appointment of
chartered accountants by the Kerala government for local self-government audits. 

As many of you are aware, the Multi State Cooperative Societies Act which has come into force
from 19th August, 2002 has considerably widened the scope for chartered accountants as far as this
sector is concerned.  The Government has specifically decided to have not only audits but also spe-
cial audits of any nature conducted exclusively by chartered accountants in the cooperative sector.
This certainly represents the continued confidence of the Government in the profession.

Opportunities are also opening up for members of our profession in the insurance sector as well
as in WTO related matters.  The Institute is very conscious that new skills and knowledge will be
required by our members to discharge their responsibilities in these regards effectively.  For that rea-
son, the Institute had devised and structured two Post Qualification Courses on Insurance and Trade
Laws.  This issue of the journal carries the Draft Notification for these courses.  After the responses
are received to the Draft Notification, the matter will go to the Government for its final approval.

An existing area which is increasingly gaining importance is Internal Audit.  All corporates as
well as regulators are conscious of the fact that accounting skills of a very high order are necessary
in order to provide value addition to internal auditing. And chartered accountants are eminently
qualified to take on the responsibilities of internal audit.  To highlight these facts, the Institute pro-
poses to organise a number of seminars on Internal Audit, not only at the Central level but also
through the Regions and the Branches.  The first central seminar on the subject, titled ‘Internal
Audit and Fraud Detection – the Helping Hand of the Chartered Accountant’ was held in Delhi on
the 20th September, 2002.  The seminar was well attended and received very favourable reviews in
the media.  Mr. C. Ramchandariah, Member of Parliament and a Chartered Accountant himself, was
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the Chief Guest.
We at the Institute are particularly gratified by the members’ response to our appeal for contri-

butions to the Chartered Accountants’ Benevolent Fund.  I would like to thank all the members who
have shown their solidarity with this cause, so that the membership of the fund has now increased by
almost 11,500 and we have received approximately Rs.2.5 Crores during the last four months.  The
response from members abroad has also been extremely encouraging and while thanking all the con-
tributors, I would like to repeat my appeal to all members of the Institute, wherever they are in the
world, to continue to actively support this worthy cause.

While on the subject, let me also make an appeal to the membership on behalf of financially
underprivileged articled clerks. The Institute administers the Thakur Vaidyanath Memorial Fund
which addresses the needs of economically underprivileged articled clerks.  

As of date, the membership of this Fund is only 334.  Inspite of that, you would be happy to know
that last year, this Fund gave scholarships to 200 articled clerks.  I think that it is our bounded duty to
support the cause of young people who aspire to join our profession and therefore, I am sure that all
of you will collectively lend your helping hand to this cause also.  

Dear colleagues, in every letter that I write to you I try to emphasize that we in India must keep
up with the rest of the world, at least in the ways that we think. In our country things do not happen
very fast. That is bad in some ways, but it is also good in many ways. We do not accept things that oth-
ers have accepted just because of that fact; and in many instances we are right. You will remember that
I had mentioned in these pages that we in India follow principle-based accounting and not rule-based
accounting and therefore we are better off than our American counterparts in many ways. Our stand
is vindicated through a recent statement of Mr Harvey Pitt, Chairman of the SEC in which he himself
has admitted that rule-based accounting has got them nowhere. That of course does not mean that we
are allowed to be complacent. In one of his speeches, Mr Pitt admitted that  the ‘ current reporting and
financial disclosure system has needed improvement and modernization for quite some time.’ That is
also valid for us. 

In a crisis, some seek easy answers to difficult problems by pointing fingers. But long term and
long lasting change  requires also rigorous analysis and application of mind, respect for competing
views, and compromise and statesmanship by all concerned. We as an Institute and as a fraternity are
up to the task, but only if we are able to tap our best minds , and only if we are able to discuss these
issues openly and honestly.
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Ashok Chandak
President

New Delhi,
30th September, 2002

“The essence of truth is method”
—Mahabharata


