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Dear Professional Colleagues,

Both personally and professionally, no 
one accomplishes anything of substance alone. 
Even our individual successes are a product of 
the family, friends, and teachers that invest-
ed in and believed in us. And so when others 
reach out in times of need it’s important to re-
member that it’s our responsibility to reach out 
a helping hand however we can, and whenev-
er we can.

It’s not often an opportunity comes along 
for a professional person, such as myself, to 
lead Kozhikode  branch of ICAI. Now, after just 
a six months  of assuming this responsibility, 
what I’ve seen and experienced so far has im-
pressed me and excited about the future of our 
Noble Profession.

Our profession is a child of legislation-”It 
is born from it and die by it”. It is a time when 
members in practice have to look beyond the 
traditional practice and not limit themselves to 
it and move the focus to new client oriented 
services. We cannot depend on just Audit and 
Assurance services. As per various researches 

Accounting is considered in list of profession 
that will be dying in next decade or if not dying 
declining - it may be because of digitalization, 
block chain Technology and other technolo-
gy advancement. Also the Audit Services are 
linked with Accounting Services.

Learn, Unlearn & relearn - That’s the life 
cycle. We are done with the 1st part friends, 
now its time to unlearn and relearn and for 
that our committee shall be trying to help the 
members of our branch in every best possible 
manner.

Last month was eventful.  We have 
planned number of activities on occasion of 
Teachers dayand other matters. In the month 
of September, National Conference has also 
been planned hosted by our Branch. This 
month, Kozhikode Branch has planned indoor 
games and various other events.

In view of this we have taken up chal-
lenge to conduct a National Conference Under 
the Agis of DAAB committee of ICAI on ABCD 
of Technology and also other National Confer-
ences are on Line. We are also planning some 
stress relief activities as part of our planned 
events. This month a National seminar on In-
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direct Tax Committee of ICAI, National Semi-
nar Organised By the Internal Audit Standard 
Board of ICAI were Major highlights. In addi-
tion the branch was also part of NAVARATNA 
,an all Kerala Branch Conference for 9 days was 
conducted variety of Topics. Further Branch 
also celebrated Onam in a grand manner with 
Onam Sadya with staff and faculties, Pookalam 
for Firms of Kozhikode Branch and a Cultural 
program through online mode was also done. 
In addition to the regular academic seminars, 
we have plans for conducting Seminars on 
various new technologies relating to our field, 
helping members with upgrading the tech-
nology used in their offices also upgrading 
our members to use those technologies. Also 
we will try to conduct various events helping 
members to foster networking among them-
selves and trying to give voice and opportuni-
ty to our members and students to be heard at 
various platforms.

We shall be trying to provide the best sup-
port to students, may it be in conducting aca-
demic Seminar, providing space for studying, 
conducting motivational sessions or conduct-
ing mock test. We shall also focus on organizing 
career counseling sessions at various schools, 
colleges and other educational institutions in 
the entire Kozhikode region to aware the stu-
dents to join the noble professional course.

Last But not the least STAY SAFE. CORO-
NA cases are on a steep rise in our state and 
request all to get vaccinated at the earliest.

With all your suggestions and support 
many new initiatives and customized events 
will be planned at our branch seeking the 
benefit of all class of stakeholder of our 
institute. Stay connected with the branch 
to make maximum use of the programmes 
that are being organized. Signing off for now 
with all humility and prayers that I live up to 
the expectation and confidence reposed in 
me. Wishing us all great times ahead!

CA. Arun Subramanian

Chairman, Kozhikode Branch of SIRC of ICAI
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Forensic / Transaction Audit under

 Insolvency & Bankruptcy Code, 2016
CA. Moksh Bandi

 M No: 170394

Relevant Sections for Transactional / Foren-
sic Audit under Insolvency and Bankruptcy 
Code

◉◉ Section 43: Preferential Transactions

Preferential Transaction means if the 
Corporate Debtor enters into a transaction 
with any party who is given preference as 
against the other parties of the Corporate 
Debtors.

►► Illustration:

1.	 Transfer or sale of an asset to creditor un-
der indirect control or ownership, to keep it 
away from the reach of a genuine creditors 
in a would-be insolvency situation.

2.	 Knocking off the debtors or receivables 
against chosen payables or creditors. These 

transactions may be classified under prefer-
ential transactions because, as per the IBC. 
This is because, once the matter is admitted 
by the NCLT, there is a specified manner and 
waterfall in which payments are to be done. 
This get’s bypassed to protect interest of a 
dearer creditors as against all others.

►► Time Frame:

•	 In case of Related Parties: Within 2 years pre-
ceding Insolvency Commencement Date
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•	 In case of any other Person: Within 1 year 
preceding Insolvency Commencement 
Date

◉◉ Section 45: Undervalued Transactions

Transfer of assets done for significantly 
lesser value than its market value would be 
classified as the undervalued transaction. 

Also, the transactions like gifts of assets 
to persons may get classified as a undervalued 
transaction.

►► Time Frame to go back:

•	 In the case of Related Parties : Within 2 
years preceding Insolvency Commence-
ment Date

•	 In the case of any other Person : Within 1 
year preceding Insolvency Commence-
ment Date

◉◉ Section 49: Consequence of entering 
into an Undervalued Transaction.

Section 49 gives the powers to the 
NCLT which is called the adjudicating au-
thority, if satisfied that the same is an un-
dervalued transaction, to restore the old 
position and to protect the persons who 
are the victims of this transaction.

◉◉ Section 50: Extortionate Credit Transac-
tions

Insolvency and Bankruptcy Board of 
India (Insolvency Resolution Process for 
Corporate Persons) Regulations, 2016.

A transaction shall be considered as 

extortionate credit transaction where the 
terms :

a.	 Require the corporate debtor to make ex-
orbitant payments in respect of the credit

provided. OR;

b.	 Are unconscionable under the principles of 
law relating to contracts.

►► Time Frame to go back:

•	 In the case of Related Parties: Within 2 years 
preceding Insolvency Commencement 
Date

•	 In the case of any other Person: Within 
1year preceding Insolvency Commence-
ment Date

◉◉ Section 66: Wrongful and Fraudulent 
Trading

If during the corporate insolvency res-
olution process or a liquidation process, it 
is found that any business of the corporate 
debtor has been carried on with intent to 
defraud creditors of the corporate debtor 
or for any fraudulent purpose, the Adjudi-
cating Authority may on the application 
of the resolution professional pass an or-
der that any persons who were knowingly 
parties to the carrying on of the business in 
such manner shall be liable to make such 
contributions to the assets of the corporate 
debtor as it may deem fit.

This is a typical section wherein the lia-
bility is extended to the directors and even 
to the third party who is involved in that the 
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fraud, without any limitation of liability.

This section carries criminal implica-
tions once the default is established.

►► Time Frame:

There is no time Frame for this kind of 
a transaction being classified as fraudulent 
trading u/s 66 of the Insolvency and Bank-
ruptcy Code.

◉◉ Section 29(a):

When the company is under CIRP the 
insolvency professional has to formally 
float a requirement of Expression of Inter-
est in Public for taking over the Corporate 
Debtor. This process is called as resolution 
application. As per IBC to avoid fraudulent 
Applicants, some conditions have been pre-
scribed under Section 29(A) (a) to 29(A) (i). 
For purpose of this clause, person includes

–– Any Person who is promoter or in the man-
agement or control of the resolution appli-
cant

–– Any Person who shall be the promoter or in 
the management or control of business of 
the corporate debtor during the implemen-
tation of Resolution Plan

–– The Holding Company, Subsidiary Compa-
ny, Associate Company or Related Party of a 
person referred to in above clauses 

–– (except : Scheduled Bank, ARC registered 
with RBI under section 3 of SARFAESI Act, 
2002 and Alternate Investment Fund regis-
tered with SEBI

◉◉ Section 65: Fraudulent Initiation of In-
solvency Process

Section 65 was incorporated in the 
Code so that the provisions of IBC cannot 
be misused by any person, who has initiat-
ed the insolvency resolution process or liq-
uidation proceedings, with a fraudulent or 
malicious intent, and for any purpose oth-
er than for the resolution of insolvency or 
liquidation, as the case may be. The article 
will be particularly focusing on the effect of 
this provision on persons who have fraud-
ulently or maliciously initiated insolvency 
proceedings. We will also be relying on a 
recent case law, wherein NCLT has taken 
broad and sweeping interpretation, in con-
sonance with the spirit of law.

►► Time Frame to go back:

Not Applicable

►► Who is liable to report Transactions to 
the Adjudicating Authority?

Under Section 18, the Insolvency pro-
fessional is required to review the Assets 
and Liabilities of the Corporate Debtors. 
The transaction auditor is appointed by the 
Insolvency professional is just for an expert 
opinion on the matter. Hence, the ultimate 
responsibility to report to the Adjudication 
Authority remains on the Resolution Profes-
sional.

►► Can’t the auditor go beyond the given 
time frame as “relevant time frame”?

The sections for the preferential, un-
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dervalued and the extortionate transac-
tions limit the resolution professional to the 
extent of 2 years before the inception of the 
CIRP process.

Section 66 doesn’t have any restriction 
of the time limit for the described transac-
tions. This means that technically the trans-
action auditor may be required to go be-
yond the time limits for finding out cases 
described in the Sec 66.

Basis our experience in these audits, 
many of the accounts have been classified 
as Non-Performing Assets or NPA 4 to 5 
years before the IBC proceedings. There is 
a Restructuring, SARFASI, BIFR, etc has al-
ready been done long before in many cases.

There is hardly any transaction in such 
cases in last two years. This may make the 
entire exercise just a formality.

Having said that, the transaction au-
ditors can always make their scope clearer 
by saying that they will not go beyond the 
specified financial year. This will help the 
auditor safeguard his position.

►► What is the reporting hierarchy for the 
Transaction Auditor?

Transaction Auditor has to Report to 
the Resolution Professional. Then the same 
is left on the Resolution Applicant to take 
it further or use it in his report to the NCLT. 
There is no way of escalation if there is any 
issue nexus of the Resolution Professional 
with the KMPs. This makes the transaction 

audit less effective. In our view, this may call 
for a review while drafting a provision for 
such escalation in the law.

►► Is the Transaction Auditor Required to 
Classify the Transactions into various 
Sections of the I & B Code?

Law is silent on this, as IBC says IP can 
appoint any Professional Expert as and 
when he feels like doing so. But, since IP is 
appointing a Transaction Auditor for mak-
ing a view as to whether there are any such 
transactions, he may include this obligation 
in

the Scope of Work, to get the classifi-
cation of the transactions in under various 
sections.

The transaction auditor is not expect-
ed to be a legal expert, he cannot be relied 
upon by the RP for the classification side. 
Transaction auditor should mention this as-
pect in his disclaimer while submitting the 
report.
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The digital data has ingrained itself as an 
integral part of modern business. It has trans-
formed the way business is conducted and 
opened grand vistas.  With opportunity howev-
er, comes responsibility.   The cyber world has 
unfortunately plenty of potential for someone 
with malicious intent. With remote working 
and increasing cyber attacks it is critical that 
we have measures to safeguard digital data.

Give below are a few regular and simple 
practices that can be followed to safeguard 
from Cyber Attacks and Risks. 

I.	 Best Practices for Cyber Security

1.	 Password Management:

Passwords are the first line of defence 
for any program.  Having good passwords 
greatly enhances security whereas bad pass-
words may even negate the effects of other 
controls measures that are implemented.  

Best practices:

•	 Ensure your passwords are strong and se-
cure and use multi factor authentication 
where possible.

•	 Regularly change passwords, and do not 
share them. 

•	 Consider using password Vaults for re-
membering multiple passwords for cli-
ents or self.

•	 This can be also used for sharing the pass-

CA. Narasimhan Elangovan

B.Com, FCA, CS, DISA, DIPIFR(UK), 
CISA(USA), LLB, CDPSE (USA),
ISO 27001 Lead Auditor

Email: narasimhan@ken-co.in

Safeguarding Digital Data
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words with a designated set of individu-
al, say the employees or teams who are 
working with Income tax, GST credentials.

•	 Tools such as Zoho Vault, LastPass are 
quite useful

2.	System Access:

Controlling who has access to the sys-
tem is perhaps the most obvious way to en-
sure security.  Every person who has access 
to the system must.be a legitimate user.  A 
legitimate user is one who has a valid rea-
son for requiring access, whose identity can 
be verified and does not have malicious in-
tent.

Best Practices:

•	 Remove system access from people who 
no longer need it, and limit access to only 
those needed to do their role.

•	 Administrator privileges are provided on 
an “need to have” basis.

•	 Regularly review the access privileges 
granted

•	 Tools such as Manage Engine help in 
monitoring end point access

3.	Secure Wi-Fi & Devices

	 Wi-Fi, though greatly convenient, 
can pose a security threat for that very same 
reason.  Extra care must be taken while us-
ing Wifi to ensure security. 

Best Practices

•	 Secure your wireless network and be care-
ful when using public wireless networks 

with mobile devices.

•	 Avoid transacting online where you are 
using public or complimentary Wi-Fi.

•	 Never leave your information physically 
unattended – secure your electronic de-
vices.

•	 Ensure employees have secured their 
home Wi-Fi devices. This includes chang-
ing default security credentials

•	 Restrict guest access to only internet and 
not to the entire IT infrastructure of your 
office. A separate Wi-Fi profile may be cre-
ated for the same.

4.	Legitimate Software:

Developing software is a complex pro-
cess.  Good software can have great func-
tionality and ensure protection but faulty 
software could make an otherwise secure 
system vulnerable.  

Best Practices:

•	 Only download/install programs from a 
trusted source.

•	 Consider using application whitelisting so 
only authorised software applications run 
on your computer.

•	 Disable untrusted Microsoft Office mac-
ros and block or uninstall Flash and Java.

•	 Use only licensed software, as free soft-
ware may open pandora’s box.

5.	Patches and Anti-Virus:
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Patches are updates to software.  
Patches are deployed by the software man-
ufactures to not only enhance the software 
but to also increase security.  Software 
patches must be updated at the earliest but 
care must also be taken that the patch does 
not lead to a disruption is business.  

Anti-Viruses are designed to prevent 
malicious software from entering the sys-
tem and causing harm.  An up to date An-
ti-Virus ensures the safety of the entire sys-
tem.

Best Practices:

•	 Ensure all mobile devices/operating sys-
tems/software have the latest software 
updated.

•	 Only legitimate and genuine licenses 
should be in place, and auto update fea-
tures must be enabled.

•	 Certain Anti-virus software or End point 
management software have facilities to 
track application updates and inform the 
administrator. 

6.	 Clean devices:

Though great for carrying legitimate 
information, USBs could also be a carrier 
of viruses or other forms of malware.  Care 
must be taken to ensure that the system is 
not compromised by unfamiliar informa-
tion portability devices. 

Best Practices:

•	 Do not use USB or external hard drives 
from an unfamiliar source.

•	 Preferably block USB usage and use only 
in restricted machines for the purposes of 
digital signature and encrypted USBs.

•	 Prefer sharing data over encrypted chan-
nels such as Secured file transfer proto-
cols, or secure Cloud applications.

7.	 Social Media:

Social media is one of the most literal 
manifestations of the saying “the world at 
our fingertips”.  Sensitive content once re-
leased onto social media is almost impossi-
ble to erase.

Best Practices:

•	 Be vigilant about what you share on social 
media – try to keep personal information 
private and know with whom you interact 
online.

•	 Disable locations sharing, third party ac-
cess to your profile and regularly verify 
your Privacy controls.

8.	 Email:

Emails has allowed communication to 
occur at the speed of thought.  But it has 
also created the information explosion.

Best Practices: 

•	 Use a spam filter for your email and use 
email carefully - be wary of downloading 
attachments or opening links in emails 
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you have received in case it is a ‘phishing’ 
attempt.

•	 Using paid and encrypted email accounts 
can be more beneficial.

9.	 Regular Backups:

Data can be volatile.  It’s easier than 
you would expect to lose data.  Maintaining 
at least one detailed copy of all important 
data is maintained at a secure location en-
sures robustness. 

Best Practices

•	 Use off-line, incorruptible, and discon-
nected backups.

•	 Prefer the usage of automated back-up 
in addition to external hard disks backing 
up the data.

10.	Bring Your Own Devices:

The use of personal devices for work 
has been a trend that has picked up greater 
momentum is recent years with the advent 
of smartphones, tablets and other such de-
vices with high computational capabilities.  
It has also brought about an increase in the 
number of devices that must be taken into 
consideration for the purpose of security.

Best Practices:

•	 In case of employees bringing their own 
device, it is highly recommended that 
a thorough checks are performed on 
those systems prior to giving access. Such 
checks include checking if the laptop is 

genuine, the operating system, anti-virus 
software is in place and unsolicited soft-
ware are not downloaded.

•	 Declaration may be taken from employ-
ees regarding the careful usage of the 
data and adherence to office policies.

•	 Separate user account may also be used, 
and data loss prevention tools may be de-
ployed.

Conclusion

The above mentioned practices are 
just the beginning.  Due to the inherent 
complexity of the cyber environment, new 
threats are created just as fast as security 
measures can be developed.  The perpetual 
race between threats and security controls 
is bound to continue.  It is ever important 
that we maintain vigilance and keep our-
selves updated of the new possibilities and 
dangers.
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Activities - August, 2021

VCM on  Finalisation of Accounts Under GST Perspective organsied by GST and Indirect Taxes 
Committee of ICAI  and hosted by Kozhikode Branch of SIRC

 Speaker – CA. Ramesh S. , Chennai 04.08.2021

Joint VCM with Kottayam Branch of SIRC
Topic - TDS Concepts, Speaker - Radhesh I Bhat - 06.08.2021

Virtual CPE Meeting  on  Company Audits 2021 - A Detailed Exposition
Speaker  - CA. Sripriya K - 07.08.2021
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“Navaratana “ all Kerala Virtual CPE Conference, hosted by 9 branches of Kerala - Day 1
 Chief Guest - Sri. K.N. Balagopal -11.08.2021 to 19.08.2021 

“Navaratana “ all Kerala Virtual CPE Conference, hosted by 9 branches of Kerala - Day 5
 Chief Guest - Sri. K.N. Balagopal -11.08.2021 to 19.08.2021
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Independence Day 2021 - CA. Arun Subramanian,  Chairman, Kozhikode Branch of ICAI hoisted 
the flag. Cycling as a part of the GoGreen Initiative of ICAI -15.08.2021

Onam Celebration 2021 
Chief Guest - Divya Prabha, Cine Actress -18.08.2021

Virtual CPE Meeting  on Emerging Technologies for CA’s  - 30.08.2021
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Contributions to e-newsletter 

Contributions in the form of articles, poems, jokes, travelogues etc. are invited from members for consideration in the 
monthly e-Newsletter. Interested members may email their contribution to icaikoznewsletter@gmail.com  along with 

name, membership number and mobile number.

Upcoming Programmes - September, 2021

September

National Conference 
Organsied by Direct Taxes Committee of ICAI

6
7
8

22
23
24

Joint VCM with  Kannur and Palghat Branches of SIRC
Three Days Virtual National Conference 
Topic “ABCD of Technology”
Organised by Digital Accounting and  Assurance Board of ICAI

17

18

22

28

Seminar 
Topic - Common Errors  found In Tax Audit
Speaker - CA. Ramnath, Coimbatore 

Seminar 
Topic - GST-Upcoming Litigations
Speaker - CA. Rishab

VCM  in association with Calicut Chamber of Commerce
Topic - SME Benifits and Government Grants for MSME
Speaker - CA. Tarun Jagdish, Calicut

Seminar
Topic - Managing through Crisis - Advice Pandemic Strategies to your 	
	 Clients
Speaker - CA. Danish

7:00 pm
to

8:00 pm

3:00 pm
to

4:30 pm

4:00 pm
to

6:00 pm
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