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As per records alla–m-\iHt
1 7'5eptember. i6ii)

Date of Hearing

Date of order

CORAM:

I

9

Shri P.K. Pujari. IAS (Rad) Presiding Officer

CM A Avij it Gosu am i Member

PRESENT IN HEARINGS

s c i P I i n e )

Brief of the case

1. The Disciplinal') Directorate is in receipt ol’ a conlptainl in Form 1 dated 2’" April. 2024

along with the prescribed complaint fee ol- Rs 2950, - (inclusive of GSI ) Froln [,suara

Reddy Marthdla (hereinafter referred to as the "complainant”), against M/s. KRJ &

Associates (hereinafter referred to as the -'respondent--) bearing FRN number 00036.

containing certain allegations against the respondent falling under various provisions of

the Cost Accountants Act. 1959.

The complaint. comprising 81 pages including annexure. prinlal'il) contains allegations

relating to the respondent's alleged acceptance of co-option as a member of the Central

Council-s Cost Auditing and Assurance Standards Board while simultaneously acting as

the Auditor of the Ilyderabad Chapter of ’l'hc Institute of Cost Accountants of India.

thereb} allegcdl) colnpronlisilrg Iris incl,'I)endcncc and giving rise to a cuntlict ot’ interest

and professional lniscolrducl. I-Irc particulars L)t' lhc ct)lnplaillt, as set t)UL in l'ol-In i, are

reproduced herein belt)\\ verbatinr
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FORM 1

[See sub-rule ( 1 ) of Rule 3]

Es\\ ara Redd) MdrthalaName of the Complainant:
(With membership number. iI
member of Institute of cost
Accountant of
India)

Proprietor of M/s. M E ReddY & Assoclates
M.No.+7++5

GOalTIR& Associates and its partners
i, I Firm Regjstration Number : 0003 16

Name of the member/
Against \\holm complaints

F:iI:E 1: Tel:bership Nulnber// ;IM)la\'arapu KaIneshwara Rao

registration number of the I VI'No,' 7.?81
Hr'L– -if Susarla Nagendra Kumar
Known) M.No. 1 1824

EnclaveLatest address

complainant
CO ITlnrLl11 1 call on

the I Flat # 110. Surya's yogitha
for ! No. 10C. Bandari Layout. Nizalnpet.

of

! H\derabad - 500090

1 gbl Uppal.
H\derabad- 500039

1 )fessional

address of the member or the

firm against whom the
comDlaints is made
a

Seriall\ numbered together with
corresponding clause/part of thc
relevant schedule(s). oi

panic u lars of allegation is)
seriall> numbered together \\ itIl
clause /part of the relevant
scheduled(s) under which the
alleged acts commissIon 01

omission or both would fall.
Panic u lars of evidence( s)

adduced in support of the
allegation(s) made

Last

Separate Sheet Attached as per Annexure- 1

jotile published in the
Hyderabad circuit b\ the Hyderabad Chapte1
ofl-he Institute ol’C'ost Accountants of India
2. List ol' Committees for 2023-24 available
at institute site (copies attached as annexu[e 2
and 3).

\ ved bY me thrc)ugP
k„o,„ledge of the facts of the i the Hyderabad Chapter published circuit and
case - I i11stituLC website. _
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Quote
Annexure-1
It has come to our notice that the Co-option ot- Sri. Kames\\ ara Rao Myiavarapu in
the council sub-committee called internal Auditing and Assurance Standards Board.

through the Monthly News Magazine called Fl}derabad Circuit from the Hyderabad
Chapter of The Institute of Cost Accountants of India. ’Fhe Hyderabad Chapter of
The Institute of Cost Accountants of India in the monthl) news magazine called
Hyderabad Circuit for month of September 2023 had published the profile of Sri
Kameswara Rao Mylavarapu on occasion of his co-opted in the sub-committee. A
copy of the profile published in the lnagazinc is attached for your reference. Furthel
actually Sri Kameswara Rao Mylavarapu is co-opted in the sub-committee called
Cost Auditing and Assurance Standards Board. but \vhereas the Managjng

Committee of Hyderabad Chapter \\rongl) mentioned the sub-committee name as

Internal Auditing and Assurance Standards Board. A cop) of the detailed list of
committee published by the Institute of Cost Accountants of India for the year 2023-
24 is attached for your reference and request you to go through the S.No.25.

Headquarters:
CMA Bhawan, 3, Institutional Area

Lodhi Road, New Delhi - 110 003
Website: www.icmai.in

INDIA

The acceptance of co-opted menlbel'ship b) Sri Kanres\,\al’a Rao Mylavdrapu
(M.No.7981 ). in the central council sub-conlnlitLcc 'C'ost Auditing and Assurance

Standards Board' is professional misconduct and against professional ethics.

Whereas Mr. Kameswara Rao Mylavarapu. is a partner in the Hrm M/s. KRJ &
Associates. Firm Registration No.0003 1 6, having their office at Hyderabad. who are

acting as the statutory auditor of the Hyderabad Chapter. his actions are violating
the provisions of the institute.

I am producing the sub-section 6 ot- section 1 7 t'ol- \ t)ur I'cl'crcnce:
"(6) Not\\'ithstanding anything contained in this section. an) Committee formed
under sub-section (2). ma). with the sanction ol' the Council. co-opt such other
members of the Institute not exceeding 'jone-third] ot' the total membership of the
Committee as the Committee thinks tit, and any member so co-opted shall be

entitled to exercise all the rights of a member of the Committee."

In vieu' of the above. the section allow,ing the co-opted member is entitled to
exercise all the rjghts of a lnelnber of the committee. I'-urther the rjght is aIn a\s
vested with the management and the co-opted members are nothing but part ol’ the
management. The committees are t-ornred in the interest of the institute and

members and to take care of adnrinistration b) \\ a) of taking appropriate decisions.

The auditor and the committee member both have distinct characters and each and

every law has defined the same. Whereas the auditor is a watch dog and an

independent agenc) and bound to dut\ to give an independent audit report on the
financial SLatelnenls w itIl qualitic:llions Ol- \\ ithout qualilictILions. -['hc pl'inlal'\ duI\
of the auditors is to go through tIle docunrc11Ls. c\ idence \\ itIl Ll’anspal'enc} and to
look into the compliance and accounting policies.

Here in the current situation. Sri Kanresn’'ara Rao occupied both the positions i.e.
auditor and council sub-committee member b\ concealing the facts with a mal-

Com /21-CA( 1 37)/2024
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intention. which is against the professional ethics and faith & belief of the institute
and members.

Sri Kames\\,ara Rao’s actions are violating the purpose of the la\\ and natural justice
by holding two positions as auditor and committee member.

In the interests of the institute and nlenlbel-s. I hunrbl\ request )ou to initiate
disciplinary action against the firm M/s. KRJ & Associates and its partners.
1. Mylavarapu Kames\\'ara Rao – M.No.7981
2. Susarla Nagendra Kumar – M.No. 11 824

Unquote
The above complaint was scrutinized and \\;as registered in terms of Rule 5 of the Cost

and Works Accountants (Procedure of Investigation of Professional and Othel

Misconduct and Conduct of Cases) Rules. 2007 and the same was proceeded with in the

manner as prescribed in Chapter III of the Rules and was registered by the Disciplinary

Directorate b) giving a unique number. C’onlplaint No. Com/2 1 -CA( 137)/2024.

The complaint dated 2"d April. 202+ bvas duI) forwarded to the respondent vide

communication No. G/DD/Com-CA( 137)/(FRN0003 16) 1 /05/2024 dated 24111 Ma) . 2024

in terms of sub-rule (3) of Rule 8 ol' the C'osI and Works Accountants (Procedure of

Investigations of- Prot-essional and Other Misconduct and C'onduct of Cases) Rules. 2007

with a request to submit his written defense statement within 21 da) s fl'oln the date of

service of this letter.

The Respondent. thereafter vide communication dated 20LI' June. 2024 submitted 4 pages

defense written submission which is reproduced here below :

Quote
The Director (Discipline)
The Institute of Cost Accountants of llrdia.
CMA Bhavan. 12 Sudder Street
KOLKATrA-7000 1 6

Dear Sir

Sub: Complaint No.Com/2 1 -CA( 1 37)/2024 dated 2.4.24
Ref: Your letter b)’ Regd.Post No.G/DD/Com-CA( 1 37)/(tRN0003 1 6)/ 1/5/2024
dated 24.5.2024
The above letter under reference is received h\ me toda\ 10.6.24 \\'ith enclosures

We hereby submit our response to the above C'olnplaint.

FACTS OF THE CASE:
1. We are a firm of Cost Accountants b\' name KRJ & ASSOCIATES with

Regn.No.0003 1 6.

4

5.

6.

of 16Com /2 1-CA( 137)/2024
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2. We have two partners viz. KAMESWARA RAO MYLAVARAPU (M 7981 )
AND NA(,ENDRA KUMAR SUSARLA (M 1 1824).

3. KRJ & Associates have been the statutor} auditors of Hyderabad Chapter of
Cost Accountants from the tinancial 2021-22 for a period of 5 )ears. The
appointment is being contil-Inca at ever\ AGM (latest appointment is in the
59th AGM held on 3 1 .5.2024)

4. KANIESWARA RAO MYLAVARAPU one ol- the partners of KRJ &
Associates was co-opted as Member in Cost Auditing and Assurance Standard
Board during August. 2023.

SUBMISSIONS:

1. As per byla\\'s of the Chapter under b), la\\ no.26 The Accounts of the Chapter
shall be audited ever\ year b\ the auditor who shall be a Cost Accountant in
practice appointed for the purpose. The auditor should not be a member of
the Managing Committee. It may be noted KAMESWARA RAO
MYLAVARAPU, partner of KRJ & Associates is not a member of
Managing Committee.

2. The Functions of the Cost Auditing and Assurance Standard Board (CAASB)
constituted b)' the Central Council has following objectives and functions:
a) Identify areas in which Standards on Qualit\ Control. Assignment Standards.

Standards on Cost Auditin= and Standards on Related Services need to be

developed.
b) Develop Standards on Quality Control. Assignment Standards. Standards on

Cost Auditing and Standards on Related Services so that they may be issued
under the authorit\ of the Council of'the Institute

c) Develop Guidance Notes on issues arising out of any Standard or on cost
auditing issues pertaining to an) specific industl') or on generic issues so that
the) may be issued under the authol'it) of the Council of the Institute

d) Formulate and issue Technical Guides. Practice Manuals and other Papers
under its own authority for guidance of Cost Accountants in the cases felt
appropriate by the Board.

e) Review the existing Standards. Guidance Notes. -Fechnical Guides, Practice

Manuals and other Papers to assess their relevance in the changed conditions
and to undertake their revision. if necessar\

f) Provide Interpretations or formulate General Clarifications. where necessary.
on issues arising from the Standards

3. Thus the Cost Auditing Standard Board functions have no relevance to
Financial Audit of Hyderabad Chapter of Cost Accounts

4. Further as pointed in the Complainant, the Committees are not formed for
taking care of administration by way of taking appropriate decision.

5. As indicated in above para 2 in respect of functions of the CAASB. it is a Board
and not committee at the outset and the objectives and functions have in no way
affect the audit of Hyderabad Chapter of Cost Accountants (HCC A) Financial
statements or member of CA ASB can in any influence the audit work of
HCCA

Com /21-CA( 137)/2024
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6. Out of Standing Committees constituted b\ Central Council of the Institute. the

foIIo\\ ing are committees (2 1 ). 13,)ards ( 1 1 ). 1-ask I'-orcc (2)

7. Committees are:

a) Executive Committee
b) Examination Committee
c) Finance Committee
d) Disciplinary Committee under Section 2 1 B( 1 )

e) Disciplinar) Committee under Section 2 ID
t) Training & Education Facilities Committee
g) Journal & Publication Committee
h) Professional Development & CLP C'ommittee
i) Regional Council & Chapter Coordination C'olnlnitLee
j) International Affairs Committee
k) Indirect Taxation Committee
1) Direct Taxation Colnnrittee
in) Comm ittee for Accounting -l'echnicians
n) Members' Facilities ('onllnittee
o) Inti'astructure C'omnr iLtec

p) Corporate Law,s Committee
q) Infornlation Technolog) Committee
r) Members in Industry Committee
s) Public Relations Committee
t) Management Accounting Committee

u) Career Counseling & Placement Committee

BOARDS

v) Board of Discipline
w) Public Sector Undertaking Coordination Board
x) Cost Accounting Standard Board
y) Cost Auditing and Assurance Slandards Board
z) Internal Auditing and Asbura11ce Standards Board

aa) Banking Financial Services & Insurance Board
bb) Board for Advanced Studies & Research

cc) MSME & Start-up Pronrotion Board
dd) Agricultural Cost Managenrent Board
ee) Cooperative Development Board
ff) Sustainability Standards Board

TASK FORCES
gg) Task Force on Election Refornrs

hh) Technical Cell (Cost Audit & Statutol-) C'olnpliances) a

7. The C*ooption of KAMESW ARA RAO IVIYLAVARAPU is done by Central
Council and is after the appointment of the Auditor for the year 2023. The
Hyderabad Chapter has the knowledge of this cooption aDd:11aU3ubIished in

their monthly house magazine ol’ Sept.. 2023. X'PQ)
Com /21-CA(137)/2024 Af Fo:rd of \%be 6 of 16

„„___...._..„,..:.„„.„„,) :=q:_„:„,-



ICMAI
VTrM©Rra8rgTVTV
THE INSTITUTE OF
COST ACCOUNTANTS OF INDIA

rEg@
Headquarters:

CMA Bhawan, 3, Institutional Area

Lodhi Road, New Delhi - 110 003
Website: www.icmai.in

As regards misconduct. accepting appointment as Auditop Of accepting the
cooptLn of the (_- A ASB is no \\'herc mentioned as lrrisconduct under the TIle
Institute ol- cost Accountants Act. As both these appointment/C-ooption \\ere
made by the Institute and its Chapter. there is nothing fot the Audltor to
additionaljy disclose. Hence this does not fall under Code of Ethics or
Misconduct. As stated by the Complainant there is nothing to conceal or
any malintention in accepting the Cooption of CAASB or the appointment
as Auditor.

9. Cooption of a member to an) committee or Board is to get the experience of the
Member to the Institute for furtherance of the Institute's obJectlves.

10. The Membership in the CA ASB is a \oluntal'} service position and is not a

remunerative occupation. It therefore does not attract any discjpllnaD actlon'
11. Even as per the latest bye-laws of the Chapter notitied on 10th June 2024 unclet

bye-law 26.2 it is stated as:

’'The accounts of the Chapter shall be audited every year b) the auditor who shall be

a cost Accountant in practice appoilrLed ill the Annual General Meeting for the

purpose. 'l'he auditor should nut be a nlcnlbcl- ot- the Managing C’olnnlittce. l;urtlrcr.
the auditor shall not be a partner ot- the llralluging colnmittec Inclnber ot that

Chapter or of Regional Council Member or Council Member

Thus there is no bar for the KRJ & Associates to hold the appointment of Auditor of
HCC-A and be a member of the CAASB.
M\ above submissions may be taken on record and drop the complaint as it does not

call for an> disciplinary action against the KRJ & ASSOCIATES (FRN 000316) or
its partner viz. KAMESW' ARA RAO MYL AV AR APL; (7981 ) AND NAGENDRA
KUMAR SUSARLA tII 824)

For KRJ & ASSOCIATES,
Cost Accountants (FRN 0003 1 6)
M KAMESWARA RAO
Partner M 7981

Unquote
The written statement dated 201l' June. 202+ =ubmitLcd b) the Resp011dent was t’L)I'\\aEded

to the Complainant vide letter No. G/DD/Com-CA( 137 J/'(M-47445)/07/2024 dated 5' I'

July, 2024 calling upon him to submit a rejoinder in terms of Rule 8(4) of the Cost and

Works Accountants (Procedure ol' Investigations of Professional and OtheF Misconduct

and Conduct of Cases) Rules. 2007. 1-he complainant. vide his letter dated 12th August.

2024 forwarded his three (3 ) pages rejoinder \\ hit:h is reproduced below in vefbatln1 :

7.

Quote
12th August 2024
From
Es\\,ara Reddy TVIarthala

Com /21-CA(137)/2024
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Flat No. 11U. Sul'ya's vogjtha Enclave
Road No. 1 0C. Bandari Layout

Nizampet. Hyderabad - 500 090

To
The Director Discipline
The Institute of Cost Accountants Of India
CMA Bhau'an. 12. Sudder street
Kolkata - 700 016

Sir,
Sub: submissions - request to take disciplinary action on M/s. KRJ &
Associates and its partners – Reg.
Ref: 1. Your letter Ref.No.G/DD/Com-CA(137)/(M-47445)//07/2024 dated
05.07.2024

1. The learned respondent culnpletcl) igllol-cd Scction 17 ut- the ICM Al Act.. \\ here
this section opposes his co-option b) granting the right to vote in the sub-
committees. Further as stated by thc respondent. there \\'as no such provision in
the Institute Act separatel) to constitute Boards. The Act through Section 17

speaks about the committees and sub-committees only and whatever the Boards
and Task force formed or constituted all are part of the council sub-committees
The same information is available on the institute website and also published in
the annual accounts of the institute.
The respondent stated that his partner Mr. M. Kanres\vara Rao cc)opted into Cost9

Auditing Standard Board and the functions have no relevance to financial audit

and mentioned CASB is board onI) not committee. Here the respondent
colnpletel)’ failed to understand the provisions ol’ the Institute Act. whereas there
is no such provision for Boards in the institute as stated above.
The cooption comes with right to vote along with council members equall) and
the right of vote always vested with the management. That means the cooption is
nothing but part of management i.e. council. al\\’a) s vested with right and the
auditor vested \with duI) and the rcsponLlent tItiled tu understand the Law. The
nlanagenlent and auditor are t\\ t) dislincl char:lcLcrb. and both ne\ cr mingjed in
lay\

As stated by the respondent according to chapter byla\vs a cost accountant is4

eligible to act as statutory auditor for the chapter, that's true but the supremacy
held with the Institute Act and all the actions of the committees. and the members

must be within the range of the same. Hence the cooption is against the Institute
Act. and the respondent failed to understand the pro\ isions of the Act.

5. The respondent themselves agreed in their rcpl) and stated that the cooption of
Mylaval'apu Kameswara Rao is done b) Central Council and is atter the
appointnrent of the Auditor for the ) ear 2023. that inc tins the cooption was done
after the appointment of the auditor and the same moment the respondent
disqualified as auditor. The cooption falls under management services and
auditors cannot act and give both services at the same time. which is against the
la\\'. The actions of Mr. M. Kalneswal'a Rao are conlpletel) in 3rktHptefessional
and unethical way. /WH;}

\

g( EQard..:b,kgb .f 16
\ 0\-a\ /?q /\-#\

\

Who: CMABhawanF c_421 s: ];ida _201309 \-
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6. Further the respondent stated that the Hyderabad Chapter has the knowledge of
this cooption and had published in their lnonthl> house magazine of Sept 2023
In fact. there was no official Management C'onlnrittee at the Hyderabad Chapter
for the period from 01 .06.2023 to 09.11.2023. due to cancellation of elections on
31.05.2023. The existing committee (2019-2023) captured the chapter
unofficially without proper sanction of authority from the council. During this
unofficial period the cooption of Mr. M. Kames\\ara Rao took place and he
himself considered that the\ \\ere the committee. l"urther being an auditor. the

respondent failed to disclose these facts about the unofficial committee in their
Independent Audit Report. This is very clear that Mr. M. Kameswara Rao had
been promoted under Quid Quo Pro \vith sc)luc understanding between the
unofficial committee and CCM and Council and siRe Ex-officio.

7. Further the respondent stated in Point No.7. as
"Cooption ofa member to any committee or Board is to get the experience of the
Member to the Institute for furtherance ol' Lhc ittbLituLc's C)bjectives.

I would like to produce the nlca11ing ot' Objccti\ c: St)Incthing that )ou are tr) ing
to achieve

The achievement always lying \villa the nlanagement and it is their duty to
perform and the respondent himself cleal-1) agreeing he is part of the
management.
The respondent. being auditor failed to disclose the facts in the audit report and
was neither qualified nor discussed. The auditor is a member of the Hyderabad
chapter and very well know s about the things happening in the chapter since the
cancellation of elections of the chapter. He has a clear idea about the cancellation
of elections and unauthorized conlnrittec. According to the provisions of the
Chapter By laws the council ma) extend the tel'nr of the existing committee in an

unexpected situation. but council had not granted an) such permission to the
existing committee, and the same was confirmed b) the present Management
Committee of Hyderabad Chapter orally in the AGM and the auditor was also
very much available in the said eve11t. Further the adoption of accounts needs to
be condclnned despite dissellt li'L)ni lnclnbcl-5 ill ;\G\1
The ofticc bearers I. Mrs. llilna vid}a Sa11agaval'apu – Chairperson 2. Mrs
Lavan}a Kanduri – Vice C'hail'person 3. Vll'. Khaja Jalal Uddin – Sccretar}. \\ as
also part of the management of the unauthorized operations which was led b) Mr.
Somesu'ara Babu. The auditor failed in verifyjng certain information and
obtaining the evidence during the audit

10. The Management Committee concealed the information from the auditor and
further the auditor failed in appl) ing audit techniques for getting evidence and

ntentionall} avoided disclosing the facts in the audit report.
11. The auditor is not independent and its all seenls thc ex-officio. the Management

Committee ,Ind the auditor colludcd. alld Lhc auditor had been promoted to
council committee under co-option.

In view of the above
a) The respondent disqualified as auditor on the nronlent Mr. M. Kameswara Rao

accepted the cooption and further the present management committee of

8

9

si2n theHyderabad and the council ignored the same and let the respo=

of 16Com /21-CA( 137)/202+

4®m



ICM
fFiE'rN-iTIlcjFfd}
COST ACCOUNTANTS OF INDIA
Statutory Body undl Act of ParIIament
(Under the j idlctlon of MInIstry of Corporate AffaIrs)

Headquarters:
CMA Bhawan, 3, Institutional Area

Lodhi Road, New Delhi - 110 003
Website: www.icmai.in

financials, which are become invalid and further reappointed for the FY 2024-

b) The respondent completely ignored the facts and did not disclosed/ qualified the
same in their Independent Audit Report. which giving room that the auditor
colluded.

2025

Hence I strongly urge to take disciplinary action against the respondent and the
partners 1. Mr. M. Kalneswara Rao 2. Nagendra Kumar Sus&ira.

Thanking you
Yours faithfull\'
ESWARA REDDY MARTHALA
M.NO.47445

Unquote
8. Investjgation and Anajysjs

a) At the outset. it is pertinent to examine the relevant provisions of the Cost Accountants

Act, 1959 and the applicable Cost Accountants' Chapters Bye-Law’s governing the

eligibility and independence of the auditor of a Chapter during the period under

consideration.

b) it is observed that Section 17(6) of the Cost Accountants Act. 1959 provides that any

Committee constituted under sub-section (2) thereof ina\'. u'ith the sanction of the

Council. co-opt other members of the InstituLe. subject to the prescribed limit. and that

a member so co-opted shall be entitled to exercise all the rights of a member of such

Committee. Thus. a co-opted lnenrber en.jo) s, for the purposes and functioning of the

Committee to \\ hich he has been co-opted. the sanrc rights as other members of that

Committee. However. such status is confined to the concerned Committee and cannot.

in the absence of any specific statutor) provision. be construed as conferring upon the

co-opted member the status of a Council Member or participation in the management

or governance of all affairs of the Institute

c) it is fuITher observed that the matter pertains to the Council Year 2023–24. during

which the Cost Accountants' Chapters 13\c-L.a\\ s, 2019 \\erc applicable. The Cost

Accountants’ Chapters Bye-Laws. 2024, though stated to be effective from 10't' June.

2024. were notified on 5th August. 2024. \\ hereas the tenure of the Respondent as a co-

opted member for the Council Year 2023–24 had already concluded on 21 st July.

2024. Accordingly. the revised Bye-L,a\\s cannot be applied retrospectively to

determine the Respondent's eligibilit\ or alleged in ibConLIUct t In questIon
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The matter is, therefore. required to be examined under the B)e-Laws. 2019

Nevertheless. for clarity and comparative understanding. the relevant provisions

relating to the meaning of "Managing Comlnittee" and eligibility of the auditor both

the 2019 and 2024 Bye-Laws are reproduced hereunder.

Cost Accountants' Chapters

Bye-Law-s, 2019

I 11

Particulars

amnl FG iiiall
Meaning of“ jithe governing bod) of the C-hapLcrjigovel'ning body of the C'haptel

“Man:;'ging ,,.,tit„t,d in ,cc„rdance withconstituted in accordance with
ICommittee”

Clause 2(b) of these Bye-Laws. Clause 2(b) of these Bye-Laws.

The accounts of the Chapter shall

IThe accounts ol' the Chapter shall

be audited ever\ \ear b\ an

auditor who shall be a Cost

Accountant in practice appointed

in the Annual General Meeting for

tthe purpose.

The auditor should not be a

member of the Managing

Committee.

Clause 26.2

Accounts

and Audit

d) A plain reading of the definition of "iVlanaging Committee-' under the aforesaid Bye-

Laws shows that it means the governing bod) ot' the concerned Chapter constituted in

accordance \\ ith the Bye-La\\ s. The expression is. th

li
L

Com /21-CA(137)/2024

Headquarters:
CMA Bhawan, 3, Institutional Area

Lodhi Road, New Delhi - 110 003
Website: www.icmai.in

Cost Accountants' Chapters

Bye-Laws, 2024

year b) thebe audited ever)

Auditors who shall be a Cos

Accounting Firm appointed in the

Annual General Meeting for th

purpose

The auditor should not be

member Managingt h ( q&ot

(-ommittee or Facult\ of that

RegionalChapter Councilor

MemberCouncilMember or

Further. the auditor shall not be

P a r t n e r of Managingthe

ofCommittee Members tha

CouncilRegionalC'lrdpter Dr

Member or Council Member

inc to the
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governance structure of a Chapter and cannot. without an express provision to that

effect. be extended to include a Committee or Board constituted at the Central Council

e) Under the Cost Accountants' Chapters Bye-La\\'s. 2019. the restriction under Clause

26.2 was specific and limited: the auditor of the Chapter should not be a member of

the Managing Committee. Since '’Mtlnagillg C'ollrl11ittce'- \\ as expressl) defined as the

governing body of the Chapter. the restriction then prevailing did not expressl) extend

to a member of a Regional Council. Council Member, or a member co-opted to a

Committee/Board constituted at the Central Council level.

f) The scope of the restriction was subsequentl) enlarged under the Cost Accountants'

Chapters Bye-Laws. 2024. - \\ heI=b) Clause 26.2 expressly extended the

disqualification. inter alia. to a Regional Council Member and Council Member. in

addition to a member of the Managing Comnrittee or Faculty of the concerned

Chapter. The revised provision further introduced a restriction where the auditor is a

partner of a Managing Conlnriuee Member ol’ that Chapter, a Regional Counci

Member or a Council Member. Signiticantl\. e\en the enlarged provision does not

expressl) prescribe an) disqualitication iII respect ol’ a nlenrber co-opted to a

Committee/Board of the Central C-oulrci I

g) Even assuming arguendo that a co-opted member by virtue of Section 17(6) of the

Cost Accountants Act. 1959. enjo) s rights. including voting rights. equivalent to those

of other members of the Committee. such equivalence is confined to the concerned

Committee and does not confer upon the co-opted melnber the status of a Counci

Member for all purposes. In any event, the enlarged restrictions under the 2024 Bye-

Laws cannot be invoked in respect of the period preceding their notification on 5tl'

August. 2024.

h) Accordingly. the eligibility and independence of the Respondent during the period

under consideration are required to be deternrined \\’ith reference to the Cost

Accountants' Chapters Bye-La\\'s. 2019. \\'hich governed the relevant period. A

restriction subsequently introduced or enlarged under the 2024 Bye-Law’s cannot be

applied retrospectively so as to create a disqualitication or constitute misconduct in

respect of conduct which was not expressly prohibited under the/by bLaws applicable
fn f :J bf 1 bnAct>a
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9. Comments and Findings of the Disciplinary Directorate

a) Upon examination of the Complaint, written statement. rejoinder and material

available on record. it is observed that M/s KRJ & Associates was the Statutory

Auditor of the H)derabad C-llaptcr and that CN’I'\ M}lavarapu KaIne\\\ara Rao. a

partner of the Respondent Firm. \\ as co-opted as a Inclnbcr of the Cost Auditing and

Assurance Standards Board (C'AASB) during August 2023. These facts are not in

dispute.

b) The principal allegation of the Complainant is that. by virtue of such co-option and the

rights conferred upon a co-opted nlember under Section 1 7(6) of the Cost Accountants

Act. 1959. CMA Mylavarapu Kanres\\ ara Rao became part of the management of the

Institute and. consequently. the Respondent Firm ceased to be independent and

became disqualified from continuing as Statutor> Auditor of the Hyderabad Chapter.

c) The eligibility of the Respondent Firm as auditor is required to be tested against the

regulator) provisions applicable at the material time. 'l'Ire ('ost Accountants’ Chapters

Bye-La\\;s. 2019. then applicable. dctincd "Mallaging C'olnnriltee'- as the go\erning

body of the Chapter and. under C'lause 26.2, prohibited the auditor I'roln being a

member of such Managing Committee. ’Fhe restriction was thus specific to

membership of the Managing Comnlittee of the concerned Chapter and did not extend

to a member co-opted to a Conllnittee/Board constituted at the Central Council level.

d) The record does not establish that ('M A M\'tavarapu Kanles\\ara Rao \\as a member

of the Managing Committee of the Hyderabad Chapter. His position was that of a co-

opted member of CAASB. Accordingl). his co-option did not attract the

disqualification prescribed under Clause 26.2 of the Cost Accountants' Chapters Bye-

Laws. 20 ] 9

e) it is further observed that the scope of Clause 26.2 was subsequently enlarged under

the Cost Accountants' Chapters B)e-1_a\\ -. 2024. b\ e\pressl\ c\tending the

restriction. inter alia. to a Regional Council Member and Council Member.

Significantly. even the enlarged provision does not expressly include a member merely

co-opted to a C’omlnittee/Board ot' the Central ('ouncil. In any event. the subsequent

enlargement of the restriction cannot be applied retrospectivJe Aas to create a
(;it A::>
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disqualification or misconduct in respect of conduct governed by the earlier Bye-

Laws.

f) The further allegations raised in the rejoinder regarding an allegedly unauthorised

Managing ConIIuittee of the Hyderabad Chapter. quid pro quo. collusion and failure to

make appropriate disclosure,,'qualiticaLiolr in the audit report are not supported b)

cogent material establishing an) nexus bct\ been the Respondent's audit engagement

and the co-option of CMA Mylavarapu Kameswara Rao to CA ASB. Mere assertion.

suspicion or inference. without supporting material. is insufficient to establish a prima

facie case ol' professional or other misconduct.

g) Insofar as CM A Susarla Nagendl-a Kunlal-. the other partner of the Respondent Firm. is

concerned. no specific act or onlission constituting professional or other misconduct

has been established against him independently in the material placed on record.

h) in view of the foregoing, the allegation that the Respondent Firm became disqualified

or compromised its independence merely on account of the co-option of CMA

Mylavarapu Kames\vara Rao to C'AASI! is not established. Accordingl). no prima

facie case of professional or other nlisconctuct ib madc out against M/s KRJ &

Associates or its partners under the Cost Accountants Act. 1959 and the Rules framed

there under.

10. Findings and Order of the Board of Discipline

a) The Board. upon consideration ol-the C'onlplainl. \\'ritten statement of the Respondent.

rejoinder of the C'onrplainant. prilna facie opinion ol- the Director (Discipline) and the

material available on record. notes that the principal issue is whether the co-option of

CMA Mylavarapu Kameswara Rao. partner of the Respondent Firm. to the Cost

Auditing and Assurance Standards Board (CA ASB) during the Council Year 2023–24

rendered the Respondent Firm ineligible to continue as Statutor} Auditor of the

Hyderabad Chapter or other\\ isc inrpail’cd its indcpclldcncc

b) The Board observes that the C'ost AccounLanLs' Chapters B)e-Law's. 2019. applicable

during the relevant period. prohibited an auditor of a Chapter from being a member of

the Managing Committee of that Chapter. The material on record does not establish

that CMA Mylavarapu Kalnesu ara Rao \\as a lnelnber ol' the Managing Columittee ot

the Hyderabad Chapter; rather. he \\as a co-opted lnembQr of Cj\ AW. Further. the

(W#:\
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rights available to a co-opted member under Section 17C6) of the Cost Accountants

Act. 1959 are contined to the Committee concerned and do not bY themselves. confet

upon such member the status of a Council Member or a member of the Managlng

Committee of the Chapter.

c) The Board further notes that no cogent material has been t)fought on record to

establish that the aforesaid co-option resulted in participation b> the Respondent in the

management of the Hyderabad Chapter. impaired the independence of the Respondent

Firm as itS auditor. or resulted in any prohibited conflict of interest. The allegatlons ot

collusion. quid pro quo and fdilure to make disclosure/qualitication in the audit report

are also not substantiated b\ supporting nratel'ial.

d) Insofar as CMA Susarla Nagendra Kumar. the other partner of the Respondent Firm- is

concerned. no specific act or omission constituting professional or other misconduct

has been established against him independentl} .

e) in vie\\, ol’ the abc)\e facts. the Board upholds \\ itIl the prima facie opinion of the

Director (Discipline) that the allegation of distlualilication or ilnpail'nlent ot

independence of the Respondent Firm on account of the co-option of CMA

Mylavarapu Kameswara Rao to C'AASB is not established. Accordingly, no prima

facie case of professional or other misconduct is made out against M/s KRJ &

Associates or its partners under the Cost Accountants Act. 1959 and the Rules named

there under

f) Accordingly. in exercise of po\\'ers conferred under section 2 IA(4) ol- the Cost

Accountants Act, 1959. read with Rule 9(3)(a) of the Cost and Works Accountants

(Procedure of Investigations of Professional and Other Misconduct and Conduct of

Cases) Rules. 2007. the Board heI'cb} orders that the proceedings against M/s. KRJ &

Associates (FRN/0003 16) be dropped, and the case stalrdb closed

g) The complaint is. therefore. disposed ot-accordingl} .

( Presiding Officer)d/ \';_".

et Board d YI'
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CMA Avijit (;oswami Shri P.K. Puj. &td)
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