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Know Your Ethics*

Q. What will be the procedure where a member is guilty 
of charges both under the First Schedule and Second 
Schedule to the Act?

A. The procedure to be followed when a member is accu-
sed of misconduct under both schedules is the same  
as is followed for misconduct under the second  
schedule.

Q. Can a member in practice render Management 
Consultancy and other services?

A. Yes, however, the areas covered under the 
Management Consultancy and other services 
have been summarised by the Council. The 
“Management Consultancy and other services” may 
be referred at pages 103 -105 of the Code of Ethics.

Q. Whether a member in practice is permitted to undertake 
the management of NRI funds?

A. No, the member is not permitted to undertake such 
assignment because the same is not covered under 
“Management Consultancy and Other Services” 
permitted to be rendered by the practicing members of 
the Institute. 

Q. Can a Chartered Accountant provide `Portfolio 
Management Services’ (PMS) as part of CA practice?

A.	No,	 the	 Explanation	 to	 Clause	 (xix)	 of	 the	 definition	
of “Management Consultancy and other Services” 
expressly bars the activities of broking, underwriting 
and Portfolio Management.

Q. Whether a Chartered Accountant in practice is required 
to obtain any trade licence for practising?

A. No, a Chartered Accountant in practice is not 
required to obtain any trade licence for practising as 
a	 professional.	 The	 certificate	 of	 practice	 issued	 by	
the Institute is the only requirement to practice as a 
Chartered Accountant.

Q. Can a Chartered Accountant in practice work as a 
‘Collection Agent/Recovery Agent’?

A. No, a Chartered Accountant in practice cannot work  
as a Collection Agent. However, he can act as a 
Recovery Consultant as provided in clause (xxv) of 
“Management Consultancy and other Services”.

* Contributed by the Ethical Standards Board of the ICAI

Ethical Issues in Question-Answer Form

Q. What is professional or other misconduct?

A.	Section	 22	 of	 the	 Act	 defines	 professional	 or	 other	
misconduct as follows:-

  For the purposes of this Act, the expression “professional 
or other misconduct” shall be deemed to include any 
act	or	omission	specified	in	any	of	the	Schedules,	but	
nothing in this section shall be construed to limit or 
abridge in any way the power conferred or duty cast 
on the Director (Discipline) under sub-section (1) of 
Section 21 to inquire into the conduct of any member 
of the Institute under any other circumstances.

  What constitutes `misconduct under any other 
circumstances’ has to be determined on a case-to-case 
basis, keeping in view the facts of the circumstances of 
each case. Fraud, intention to deceive and committing 
an act, which affects the public or society at large, 
could be in the ambit of such misconduct. Following 
are a few examples of `misconduct under any other 
circumstances’ by a member:

1.  Conviction by a competent Court for an offence 
involving moral turpitude punishable with 
imprisonment or for an offence not of a technical 
nature committed by a member in his professional 
capacity.

2.  Retention of books and documents of the client 
and failure to return these to the client on request 
without a reasonable cause. 

3.  Material misrepresentation, e.g., misrepresenting 
to	 a	 firm,	 while	 seeking	 employment	 as	 an	
accountant, that he has worked for three years as 
a	senior	assistant	with	another	firm.

4.  Publishing an advertisement in a newspaper with 
malafide	intention	to	malign	any	person.

5. Using objectionable, derogatory and abusive 
language or/and making irrelevant, incoherent 
irresponsible and insane statements in his 
correspondence with a person.

Q. What is the distinction between the two schedules?

A. The two schedules are distinguished on the basis of 
gravity of misconduct and quantum of punishment 
for the misconduct, the second schedule pertaining 
to comparably graver misconduct and higher 
punishment.
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Q. Whether a practising Chartered Accountant can agree 
to select and recruit personnel, conduct training 
programmes and work-studies for and on behalf of a 
client?

A. Yes. The expression “Management Consultancy and 
other	Services”	defined	by	 the	Council	 includes	both	
personnel recruitment and selection and conducting 
training programmes and work-studies. Therefore, a 
Chartered Accountant in practice shall not commit any 
professional misconduct by rendering such services 
for and on behalf of the client.

Q.	Can	 a	 member	 in	 practice	 have	 a	 branch	 office/
additional	office/temporary	office?

A.	Yes,	a	member	can	have	a	branch	office.	 In	 terms	of	
Section 27 of the Act, if a Chartered Accountant in 
practice	or	a	firm	of	Chartered	Accountants	has	more	
than	one	office	in	India,	each	one	of	such	offices	should	
be in the separate charge of a member of the Institute. 
Failure	 on	 the	 part	 of	 a	member	 or	 a	 firm	 to	 have	 a	
member in charge of its branch and a separate member 
in case of each of the branches, where there is more 
than one, would constitute professional misconduct. 
However, exemption has been given to members 
practising in hilly areas subject to certain conditions. 
The conditions are:
1.		 Such	members/firm	be	allowed	to	open	temporary	

offices	in	a	city	in	the	plains	for	a	limited	period	not	
exceeding three months in a year.

2.		 The	 regular	office	need	not	be	closed	during	 this	
period, and all correspondence can continue to be 
made	at	the	regular	office.

3.		 The	 name	 board	 of	 the	 firm	 in	 the	 temporary	

office	should	not	be	displayed	at	times	other	than	
the	period	 such	office	 is	 permitted	 to	 function	 as	
above.

4.		 The	 temporary	office	should	not	be	mentioned	 in	 
the letterheads, visiting cards or any other 
documents as a place of business of the member/
firm.

5.  Before commencement of every winter it shall be 
obligatory	on	the	member/firm	to	inform	the	Institute	
that	 he/it	 is	 opening	 the	 temporary	 office	 from	 a	
particular	date	and	after	the	office	is	closed	at	the	
expiry of the period of permission, an intimation to 
that	effect	should	also	be	sent	 to	the	office	of	 the	
Institute by registered post. 

The	 above	 conditions	 apply	 to	 any	 additional	 office	
situated at a place beyond 50 km from the municipal limits 
in	which	any	office	is	situated.	

It is to be noted that the requirement of Section 27 
with	 regard	 to	 a	 member	 being	 in	 charge	 of	 an	 office	
of	 a	Chartered	Accountant	 in	practice	or	 a	 firm	of	 such	
Chartered	 Accountants	 shall	 be	 satisfied	 only	 if	 the	
member	 is	 actively	 associated	 with	 such	 office.	 Such	
association shall be deemed to exist if the member resides 
in	the	place	where	the	office	is	situated	for	a	period	of	not	
less	than	182	days	in	a	year,	or	if	he	attends	the	said	office	
for a period of not less than 182 days in a year, or in such 
other circumstances as, in the opinion of the Executive 
Committee, establish such active association. 

It is necessary to mention that the Chartered 
Accountant	in	charge	of	the	branch	of	another	firm	should	
be	associated	with	him	or	with	the	firm	either	as	a	partner	
or as a paid assistant. If he is a paid assistant, he must be 
in whole-time employment with him. 
However,	a	member	can	be	in	charge	of	two	offices	if	

they are located in one and the same accommodation. n
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4914 FCA with 34 years industry experience wishes to 
enter	profession	with	office	at	Dehradun.	Firms	based	
in Delhi-Dehradun desirous to engage may contact: 
aksg2012@gmail.com.

4915 Required Articles for Deepak Rai & Associates, 
Chartered Accountants, at New Delhi. Audit work 
related to ERP implementation/Business Intelligence/ 
Internal Audit/ Income Tax and Finalization of accounts. 
Contact: 1 Mohammadpur, New Delhi - Letikka Gupta 
95553 77776; Deepak Rai, 98100 13975.

4916 Hyderabad-based FCA, wishes to undertake statutory/
tax/internal audits, project reports on an assignment/
sub-contract/partnership/retainership basis. Contact: 
9391048018, email: cagldoffice@gmail.com.

4917 A Bangalore-based CA with 12 years of managerial 
experience in manufacturing industry in accounts, 
taxation	and	finance	intends	to	work	on	an	assignment/

sub-contract basis. Contact: 9945421632, vpk23@
yahoo.co.in. 

4918 A Chartered Accountant, with 20 years of experience 
in the industry, is looking for a suitable opening, 
preferably at Bangalore. Have experience in Financial 
Accounting/Funds Management/Taxation/MIS  and 
Budgeting. Also open to work with CA Firms. Please 
contact: anil.balakrishnan9@gmail.com. Mobile -91-
9446061108.

4919	 A	 CA	 Firm	 invites	 networking	 proposals	 from	 firms	
practising VAT (Mainly Works Contract) across the 
country.	 Interested	may	please	send	 their	profiles	at	
statutory@smaca.in.

4920 A Rajasthan-based CA Firm having good experience  
and exposure of SAP/ERP seeks professional 
assignments/sub-contract/retainership/audit work. 
Please contact: camvandco@gmail.com. 
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