\ Professional and Ethical Duty of a CA

R Itd. has present obligation to dismantle oil rigs at the end of 10th year but R Itd.
decided to record the cost as & when incurred although they are aware of treatment
under Ind AS 37 & they have not disclosed it in the financial statement. Now, In this
case if CFO is aware of the treatment under Ind AS 37 and does not communicate,
there is a breach of fundamental principle professional behaviour and by knowingly
allowing Directors not to apply Ind AS, he breached the fundamental of professional
competence.

In this case he will be guilty of professional misconduct under clause S, 6, 7 of Part-I
of Second Schedule of Chartered Accountants Act, 1949.

Not disclose confidential information  unless

Not use confidential information for the of the accountant or

for the advantage of a third party;

of a professional or employment relationship, > and
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Professional and Ethical Duty of a CA /

= Take reasonable steps to ensure that personnel under the accountant’s control, and

Ca) Disclosure is required by law, for example:

. E ! !. E ! ! !! « E .! . !! E

legal proceedings; or

Iy E‘ ! ! !! . ! !!. !! ¢!¢ E- 5. ! E!!

law that come to light,;

's permitted by law and is authorized by the client -

ing organization; and

. . . N )
.
. . . .

eer review or guality review

" 0 an Inewire or imvestiontion | cocsional

requlatory body,

otect the professional interests ] ngs:

A CA shall continue to comply with the principle of confidentiality even after the

end of the relationship between the accountant and a client or employing organiza-
tion. When changing employment or acquiring a new client, the accountant is enti-

tled to use prior experience but shall not use or disclose any confidential information

Kacquirea’ or received as a result of a professional or employment relationship. )

Professional Behaviour

of, the accountant; or
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\ Professional and Ethical Duty of a CA

(c) Address tne threats by eliminating or reducing them to
| When applying the conceptual framework, the CA shall:

() Exercise professional judgment,;
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Professional and Ethical Duty of a CA /

available information.

[ Reasonable and Informed Third Party )

[ Three step approach to dealing with conflict of Interest]

STEP & cConflict Identification V

[ 4 CA shall take reasonable steps to identify circumstances that might create a

conflict of interest, and therefore a threat to compliance with one or more of the

fundamental principles. Such steps shall include identifying:

310

_!l. The activity and its implication for relevant parties.

I The nature of the relevant interests and relationships between the parties involved; and

y
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\ Professional and Ethical Duty of a CA

STEP ( Threats created by Conflict of Interest Y

In general, the more direct the connection between the professional activity and )
the matter on which the parties interests conflict, the more likely the level of the
threat is not at an acceptable level. -
An example of eliminating conflict is withdrawing from the decision-making pro- |
cess related to the matter giving rise to the conflict of interest.

Examples of safequards to address threats

I.  Restructuring or seqreqgating certain responsibilities and duties.

ii. ~ Obtaining appropriate oversight, for example, acting under the supervision of
\ an executive or non-executive director. )

{ STEP ( Disclosure and Consent

It is generally necessary to:

i. Disclose the nature of the conflict of interest and how any threats created B
were addressed to the relevant parties including to the appropriate levels with- |
in the employing organization affected by a conflict; and

ii. Obtain consent from the relevant parties for the CA to undertake the professional
activity when safequards are applied to address the threat.

\ S

ey

Alaap Ltd. is seeking additional capital to upgrade its equipment and meet inter-

national production standards, as it has potential firm orders contingent on this.

However, the current cash flow projections do not meet the bank’s lending crite-

ria, which require strong cash flow projections and a Debt Service Coverage Ratio

exceeding 10. The directors, in a bid to secure financing, assure the bank that the

financials will meet the criteria and that a report from the newly appointed A will

confirm this. The recently employed accountant, has personal financial obligations

and not hence faces a confiict of interest due to personal financial commitments

that make him reluctant to risk losing his job.

[ Ethical Conflicts and Principles in above example)

! . . )
to provide accurate financial information to the bank.

bank’s lending decision.
v
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Professional and Ethical Duty of a CA /

[ Ethical Principles Guidling the Accuontant )

more positive position.

[ Appropriate action )

negligent in the conduct of his duties.

2  PREPARATION AND PRESENTATION OF INFORMATION

Drepare or presen ne informa

- framework, where applicable;

contractual requirement.

312
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\ Professional and Ethical Duty of a CA

\ Chartered / rant shall take int + follovoing Dointsi—

o Use of Discretion in Preparing or Presenting Information

= | Selecting disclosures.

e Relying on the Work of others

actions to seek to resolve the matter including :

Get the Best of Ind As By cA. 57 | alWA W I | 313

first attempt success tutorials




Professional and Ethical Duty of a CA /

ganization o WGH and requesting such indi

resolve the matter. Such action might include:

i.  Having the information corrected.

informing them of the correct information.

Consulting with:

/. The Institute

Iy L! . ! ! ! ! {.! e !! ! . . !«

jii. — Legal counsel.

s . . .
.

. I!. ! !. . ! Y. E!! . a !¢

fi. Regulatory and oversight authorities.

Sunshine Ltd., a listed cosmetics company, is considering a new leasing arrange-
ment, but is concerned about how it might affect existing debt covenants. The direc-

tors and CFO propose that the lease agreement be drafted in such a way that it is a

series of six ten-month leases rather than a single five-year lease in order to utilize

the short-term lease exemption available under Ind AS 116, Leases. This approach

may allow them to meet debt covenant requirements, but could be contrary to ac-

counting standards, potentially misrepresenting the company’s true financial posi-
tion. This action raises ethical concerns, as it may breach principles of objectivity

and integrity outlined in the Code of Ethics. The CFO must prioritize compliance with

accounting standards and ethical responsibilities, as failure to do so could lead to

professional misconduct charges (Chapter 2 of Council General Guidelines.

314

Misconduct under clause I; Part Il to Schedule Il to CA Act, 1949).
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\ Professional and Ethical Duty of a CA

3 ACTING WITH SUFFICIENT EXPERTISE

expertise or experience possessed.

. . . . . .
-

and due care might be created if a CA has:
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Professional and Ethical Duty of a CA /

= | Preferential treatment, rights or privileges

9 [ Immediate or Close Family Members]

RESPONDING TO NON-COMPLIANCE WITH LAWS AND REGULATIONS IN CASE OF
EMPLOYMENT WITH LISTED ENTITIES
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\ Professional and Ethical Duty of a CA

i.  Enable them to rectify, remediate or mitigate the consequences of the

identified or suspected non-compliance; or

. .
-

iii.  To take such further action as appropriate in the public interest.

.

= Fraud, corruption and =» Money laudering, terrorist financial and
bribery. proceeds of crime.

= Securities markets and = Banking and other financial products and
trading. services.

= Data protection. = Tax and pension liabilities and payments.

= Environmental protection. | = Public health and safety.

o Responsibilities of All Chartered Accountants

determining how to respond to such non-compliance.
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Professional and Ethical Duty of a CA /

9 Responsibilities of Senior Chartered Accountants in Service

; s . :a . ! !-g !. ! Eﬁ . ! ! ! ! !‘ !- E!
. . . . . . .

Responsibilities of Senior CAs in Service in case of Non-Compliance (& Other CAs)
Addressing ' etermining Seeking ' e thDeertfoWg//'Zlc;;)ogse the N Responsibilities
the Matter Whether Further Advice . of CA Other than
5 Matter to an Appropriate -
Action Is Needed . Senior CA
Authority

Q) [ Addressing the Matter )

(a) Have the matter communicated to those |(e) Seek to deter the commission of the non-
charged with governance; compliance if it has not yet occurred.

(b) comply with applicable laws and regula- In addition the senior CA shall determine
tions, governing the reporting of non-com- whether disclosure of the matter to the em-
pliance or suspected non-compliance to an ploying organization’s external auditor, if any,
appropriate authority; is needed.

(c) Have the consequences of the non-compli- Such disclosure would be pursuant to the sen-
ance or suspected non-compliance recti- jor CA’s duty or legal obligation to
fied, remediated or mitigated; provide all information necessary to enable

(d) Reduce the risk of re-occurrence; and the auditor to perform the audit.

§:> £ Determining Whether Further Action is Needed j
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\ Professional and Ethical Duty of a CA

! has evid ¢ their invol rended

involvement in any non-compliance.

senior CA might consider:

= Consulting internally.

action to be taken in the public interest.

é [ Responsibilities of CAs Other than Senior CAs ]

| disclosure, the accountant shall act in good faith and exercise caution when

making statements and assertions.
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Professional and Ethical Duty of a CA /

7 PRESSURE TO BREACH THE FUNDAMENTAL PRINCIPLES

A CA shall not:

fundamental principles include:

[ Pressure related to conflicts of interestj

principle of confidentiality, might include:

Discussing th h the individual who i o 1) !

resolve it.

L‘ . !! !! ‘!! !! ! !) . .6!! . . ! !!

individual exerting the pressure.

®  Higher levels of management.

® Internal or external auditors.

®  Those charged with governance.

Consulting with:

| e 4 colleague, superior, human resources personnel, or anothercA;

®  |nstitute or industry associations; or

320

® legal counsel.
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\ Accounting & Technology

ACCOUNTING AND TECHNOLOGY

invest in them.

0 ON OF ACCO ‘ oline
(" Ancient civilizations | f Accounting primarily involved record-keeping )
such as the Egyptians, for tax purposes and for the management of

overnment resources.
_ Greeks, and Romans. | L g )
By the time of the Government had access to detailed financial
Roman Empire information.
& J \ J

/-[ n India Chanakya authored a manuscript

s ([ His book ‘Arthashastra’ contains few detailed
Mauryan Empire. aspects of maintaining books of accounts for a
- g ! sovereign state. )
" 1talian Luca Paciolis | ([ First person to publish a work on double-entry
Father of accounting bookkeeping. Subsequently, accounting practices
and bookkeeping evolved to include double-entry bookkeeping.
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Accounting & Technology /

( )

4 N\
Due to the advent of machines and mass produc-

' Wndustrial revolution tion, accounting became more complex, requiring

more detailed records of financial transactions.

\ /

- > ) f
World’s pla’est and first The Institute of Chartered Accountants of
professional cb,)arter ed Scotland is the established by the Royal Charter
accountants’ body, in 1856,
established ) \ g

Institute of Chartered Accountants in England
and Wales, Certified Practising Accountant
Australia, American Institute of Certified Public
Accountants and Chartered Accountants
Ireland were established.

19th Century

Association of Chartered Certified Accountants

( A was established, followed by organizations such
20th Century as the Institute of Chartered Accountants of
L ) India, Institute of Singapore Chartered
Accountants.

computers enabled accountants to automate many

' Post-industrial period of the manual processes
& J \ J

(Upsurge of technology in the accounting field in-
volving cloud computing and artificial intelligence,
Currently are transforming the accounting profession,
making it more efficient and accurate.

3 THE CURRENT STATE OF TECHNOLOGY IN ACCOUNTING

artificial intelligence.

9 Automation Process )
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\ Accounting & Technology

STEP 3 STEP S

The scanning The customer

automatically

The customer makes the

reads the data

picks his/her gro-
and inputs the item

payment, and

ceries and reach the
billing counter.

the bill is printed

procured and the cor- and handed over to

By scanning the
barcode of each

person at the

counter merely

erely item, the bills are
scans the item’s

generated within
a couple of min-

barcode.

utes.

As and when the barcode of an item is scanned at the billing counter, the

inventory of the said item at the departmental store is simultaneously updated

inventory data.

1 recording the issue/sale of the same. This ensures accuracy in maintenance of

A periodical physical check of inventory will give conclusive evidence of the
correctness of data generated by the system, thereby giving comfort on the

management assertions of accuracy, valuation and existence of the inventory.

In certain cases, the software is so programmed that the indirect taxes (6ST)

levied on the sale value as per the invoice is updated simultaneously, which
can get uploaded on the GST portal at the end of the day by the accounting

team in the backend.

This ensures accuracy in returns uploaded, thereby minimizing the need for

manual reconciliation and data maintenance.

Software are also programmed to ensure that the bill amount is automatically

displayed on the Point of Sale Machine, through which the customer makes the

payment either through debit/credit card or through UPI. In case the customer

cash drawer in which the cash paid is deposited.

3 opts to make payment in cash, entering the amount on the Screen will open the

Since the cash drawer is opened through the system only after logging in by the

concerned person, in case of mismatch in cash balances, the concerned person
can be identified, thereby reducing the chances of misappropriation of cash.
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Accounting & Technology /

Benefits of Automation ProcessH

o & 6 6 : :

Streng/n/ng Accelerating | Enhancing ’;’Zlf ;’;’O/Z? Trsa ving ) Facilitating
ata Data Accuracy \ me ana - compliance
_ Entry Processing Making Money

minimizing the potential for human error.

(8)

Accelerating Data Processing:

(¢c)

)

(e)

324

higher-level tasks such as analysis and planning.
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\ Accounting & Technology

[ GIITA=  XY2 Company, a conglomerate following Ind AS 110 for consolidated financial state-
ments, employs Robotic Process Automation (RPA) to enhance their reporting efficiency. RPA bots are

a'ep/oyea' to extract and consolidate financial data from various subsidiaries, streamlining the process.

These bots handle tasks like currency conversion, intercompany transaction reconciliation, and identifying

intercompany transactions as per Ind AS 110. They automatically eliminate these transactions, reducing
errors. The bots then retrieve and adjust data from the parent company's financial system, performing

calculations for non-controlling interests, equity, and comprehensive income. Finally, they generate

accurate and consistent consolidated financial statements, including the balance sheet, income state-
ment, equity changes, and cash flow statement.
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4 CLOUD COMPUTING

-
=
Common Applications [ Cases of Cloud Computing)
|
v v v v
G) Giii) v) (vii)
Cloud | Infrastructure as | . CIouo{—bz;ea’ J | BigData
Storage Y. a Sewvice (laas) ¥ _ Communication ana ¥  Apalytics
€ G» (iv) Collaboration (vi)
Software as a Platform as a Cloud-based
Service (SaaS) — sewice (Paas) — E-commerce
() | Cloud Storage:
ervices ik
Gi)
counting and financial management.
Giii) | Infrastructure as a Service (laas):
(iv) | Platform as a Service (Paas):
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