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CHAPTER - X - Audit and Auditors - Section 139-148

Section -139- Appointment of Auditors

v .
Firsw\]{ Auditor Subsequent Auditor Casual VGC?fCY Auditor
vo(6) 7w J L ¥(8) BN
©) 5
Non_\fovf‘ Co. Govt, \fo. Non govt co G(ov)ml:. o, Non govt. Co. Govt. co.
L By C and AG. . Vacanc
By 5OD within within 60 days By members in By C and AG caaugedyby BY C.and AG
30 days of of registration. Ist AGM. within 180 days within 30 days.
registration 9 Y
9 Who shall hold Fromthe  Resignation IF c¢ d AG Fai
s
IF BOARD FAILS IF C and AG FAILS " coffice fill the cpmmencement Bv'sharehold o ‘
conclusion of 6th of every F.¥. YTf‘.age © ﬁ:ss By BOD with
By members within By BOD within next AGM and thereafter  who shall hold ‘g;on:n mon Y wirhin
90 days of expiry of 3 Jivs till conclusion of office till next 30 days
30 days at EGM. Y \l' every 6th AGM conclusion of recommendation o o
IF BOD FAILS of BOD. ther Reasons
| BEFORE API;LOINTMENT AGM. Hold Yt fice. il

Who shall hold By members within \l, old office fi By BOD within
office till conclusion 60 days at EGM conclusion of 30 Days.
of 1st AGM. obtain l Next AGM.

written

consent AFTER APPOINTMENT

from Inform

auditor. v

v g
Auditor 30 days€——Roc in ApT]
for IFSC Co. within ays.
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Section 139

)
(\%) Provision
2
v Voo : . . : ,
Apphc\fble Non-ARphcable The Co. in which section 139 (2) is applicable
LY v \z v . .
Listed company Other companies OPC Small Co. Shall not appoint or re-appoint
as pr'fscr‘nbed ; ¥ y
Al u:,lis‘red l IFSC Co. Individual as auditor Firm as auditor
Eaal:\cgf?ousc All Companies ha\\/l'ing Public Borrowing
10 Cr. or more - . From For more than For more than 2 .
:clxlv :Dr:’; Il'r::i%go S \1' \l,\lr o 1 term of Five terms of 5 consecutive
Cr. or. more FI Banks Public consultive years years. T
depopsits
up
Cooling period in the both
of Rs. 50 Cr. more. the cases is 5 years.
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Section 139

e Vo4 (10) |
Members of co. may resolve C.6. May make rules If no auditor is
to provide that regarding rotation. appointed or
(9){Ausitr  re- appointed
A retiring ctreetes
v (a) (b)y, may be rz_a ointed  EXisting will
Auditing partner and  Audit shall be Y h& re-app continue (11)
his team shall conducted by more at AGM if | . v
rotate than one auditor. v Vv If co.is required to
Not /disqualified Notice-of constitute audit
For re-appointment| unwillingness committee U/s 177,
is not given
J in writting .
SR is not passed at meeting _A” apPom‘rmen‘rs
P 2 ) including casual
Appointing other or Providing expressly vacancy shall
auditor 9 that he shall not be be made on
re-appointed. recommendation

of committee.
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Section - 140 (1) + rule 7 and sub sec (5) - removal of auditor

v \4
140 (1) Section 140 (2) +rule 8 140\125)
resignation of auditor
By Share holder B)\/Il NCLT
= V ¥ v v v
3‘1{2 SR within 60 days Reasonable Auditor Suo Motu App\llllca‘rlon
of C.G. approval oppoaunity of J l g v
Application to C.G. being .hear'd File statement in Can direct the C.6. Person .
in FORM No. ADT-2 to auditor ADT-3 within 30 days company to change l concerne
within 30 days of BR of Resignation auditor. or
y within 15 days
\l, \L v of receipt.
Deemed approval for IFSC and . If Auditor
company if no reply receive Company Register  is of Govt. Co. Individual Firm
from C.G. within 60 days ']‘ - A
of submitting ADT-2 and it ¥ “ Also toCand AG
heed to pass SR in GM Default (3) Acted in fradulent
T : manner shall
within 3m from expiry of 60 days " \tl ) not hold affice for a period of
Pef\ilﬂl'fy Continuing default 5 years and liable WS 447.
Amount v

Rs,.I\5OOOO equal remunc,at\ra‘rion Rs. :rl,'oo /-day  Max \g Lakh

Lé’ss
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' - CORPORATE LAW
Lz

3 V3

e

£

1

Section 140 (4) Special Notice Required At AGM

J

Or

Appointing a person as auditor Providing expressly that
other than retiring auditor retiring director shall not be
T r‘e-appoin’red.T

Except retiring director completed
5 years / 10 years

On receipt of notice of resolution by company

l

and

Forth with send.a copy If he makes.representation
to retiring auditor in-writting and'request its
T notification to m,Fmbers.
Company sl'1c1l l
If time permits Time do not permit  NCLT on application
| by company or aggrieved
State in any notice Representation ~ person is satisfied that
the fact that representation  shall be read out  right is being abused.
made at meeting
+ +
Send a copy of same Auditor's right No need to sent and read
to every member. to be heardorally  out at the meeting.
in meeting.
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Section -141- Qualification and Disqualification of Auditors

) @)V 4) ¥
Qualification Signing authority in firm + LLP Effect of D\lilsqualiﬁca‘rions
i appointed as auditor X7 v
Pevrson Fi\lr:m Vacate office Deemed as
Only the partners who N casual vacancy.
CA If majority of are CA can sign (3)

partners are PCA

 India Disqualifications

[ 7 ]

Body corporate | Partner or employee Person or relative

other thanLLP | of officerior employee or Partner
of company
v v v LV ,
Officer or employee of Person having direct  Indebted fo, in Holding ay security
compan or indirect busniess  excess of Rs. 5 Lakh : -
Pany relationship in A A interest in
\ 4
DiSC’UCl“ﬁCClﬂOHS has given any Provided that
v guarantee or

relative may

v :
Person whose relative security for

is director or KMP

s chovhre || Sl oot P
Person providin . excess of Rs. not exceeding

(v ] P 9 than 20 companies. 1 Lakh to Rs. 1 Lakh
= services under V. s.1la
T : Convicted by court J
g section 144 and 10 years hot v v v v 0
= B i.e. prohibited labsed yfrom Company  Holding Co. Subs Co. Associate 5
= B services by auditor. 4 p‘r ‘ e Co. %
2y - ate of conviction. Sub Co. :
= B >

Person full time

in debtness of

hold security
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)
N 4

' - CORPORATE LAW
{ ,

AN 774
Section - 142 - Remuneration of Auditors
v .
Auditor Remuneration
y
J Voo v v
1st Auditor Subsequent Auditor Includes Excludes
+ /Casual Vacancy

Auditor Fee of auditor Re_munera‘rion
: paid for other
+ Expenses in

) i . .. service rendered
: Remuneration shall Connection with audit
Board may fix be fixed in GM or at request

i : ility extended :
remuneration in such manner :;oF}c\liCrln ity extende of company
determined in GM. '

Appointed by Board

Section -144- following services shall not be renderd
by Auditor to company, its holding or subsidiary

Accounting Design and Inve\ls/‘rmen‘r Management
and implemenotion v v services
Book keeping : : Advisory Bank;
of any financial | anking _
Vofossen TS e s
Internal audit Actuarial services P ‘

v
Out sourced
financial services
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' - CORPORATE LAW
Lz

V3

£4L<
L&,

(£

e\
Scetion - 145 - Audit Reports, etc
Signing Audit Report
7 v
2 v \Z 2 :
Individual ©F Firm Read out in Open for inspection
auditor AGM by members.
Partnert of
firm who is
CA.

Section - 146 - Auditors to Attend General meeting

v or v
Himself Through authorised

representative

v

Qualified to be an Auditor

v

i.,e. CA

)

and shall have right to be heard at such meeting.

148
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Section - 147 - Punishment For Contravention

@

Contravention of
sections 139 to0 146

@]

Auditor contravenes

! section 139, 143,
v v
Company OID ¢ . ] 144, 145 ]
I d with intention without intention
Fine Fine to deceive Il
Min Rs. 25000 Min v ¥ v Fine
Max Rs. 5 Lakh Rs. 10000 ImP\L FI\I;I@ A\;\ M\v
Max : 8 times of \IN ax
Rs.1 Lakh gAO'E remuof 25k D lakh
auditor 4 times
Vv of remu
Max of auditor
2§lakh
v Lower
Max Lower
1 year

Section - 147

i

y3)
Auditor Convic:lr/ed under (2)

l " and

Refund Remuneration
to Company

149
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(ii)l

Pay damages
to concerned

persons.

(4)1

C.6. Shall by NIOG specity
the authority for ensuring
prompt payment of damages

+
File a report of same to C.G.
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Section - 148 - Cost Audit

v
Rs. b0 cr%,«e or more Rs. 100 Crore or More

immediately P.F.Y.
+
4=
Rule -3 Aggregate T/0 of Aggregate T/O of
v v .
A.Regulated  B. Non regulated Individual Individual
sector Sector v \

v v

Or v 22 V.
1) Tele communication Pr%duc‘rs Ser'\ifu\ces PerucTs or Ser'\ﬁces
2) Electricity
3) Petroleum and Natural Gas.
4) Drugs and Pharma.
5) Fertilisers

6) sugar and Industrial Alcohol.

v
Rs. 25 Crore Or More Rs. 35 Cr'\gr'e Or More
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v v ¥
(1) + Rule 3 (2) + Rule 4 - Applicability of Rule (3)
l cost audit. l
Cost Record - Applicability of ~ Companies covered under (1) Non- appgﬁgaili*y of cost
cost record
v v |
_ Company Company Company
Compc\llilles -T/0 under  item (A) under ‘iljrem ®)
v v T/0 T/0 Revenue fro OPQ'”\lC'”“in
Products Services N\ m 9
v - Ny v v foreign exchange | from
7 Products Or  Services Pr%\ducts Or Services exceeds 75% SEZ
Rs. 35 Crore or More ) of total Revenue.

v
Engaged in generation
of electricity

for captive consumption.

Q
[®)
X
)
[®)
b
>
_|
m
—
>
=



' - CORPORATE LAW
Lz

V3

£4L<
L&,

A

- Exarpies
148 ) 148(2)
Cost Records Cost Audit

1

A. Regulc.\ll:red sector

N\ ¥
Petrol Diesel
A
Rs. 35 Crores Rs. 22 Crores

I |
v
Aggr'ega’re\l(: Rs. 57 Crore

2 \
Co. needs to maintain Cost audit U/s 148 (2) as individual
cost record u/s 148 (1) product i.e. petrol's T/0

exceed Rs. 25 Crore

A. Regulajed Sector

v \
I |
Aggregate = Rs. 45 Crore
v Voo
only cost record u/s 148 (1) No cost Audit as aggregate T/o
is less than Rs. 50 Crore even
though individual Product i.e.
petrol T/O exceed Rs. 25 Crore.
B. Unregulated sector
v v
X-75 Crore Y-25 Crore

|

Aggregate = Rs. 100 (0 7€"
151 Individual = Product exceed Rs. 35 Crore.
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Section - 148

v Y

Audit - Cost Accountant Cost Audit is

in addition to
statutory Audit
u/s 143.

Co. having
.

v 2
No Audit committee Audit committee

Cost Accountant Cos}ry Accountant + Rem\tner‘a‘rion
appointed by Board \l,
+ .
Remuneration Ratified Recommendid by committee
by shareholders Approved / Appointed by Board
subsequently. +
Remuneration ratified
subsequently by members

Statutory auditor u/s 139 shall not
be appointed as cost auditor

Y (5) (8),

Qualification, disqualifications, Default
rights, duties and obligations
. . . . b 4
applicable to Auditors is applicable Co
to cost Audjtor as well. and
\L OID
A
Proviso
Punishable
U/s 147

Cost Auditor will

submit a reportito
BOD'in CRA—-'3

|

(6)
Company within 30
days of receipt of
report.

i (7)
Furnish such report to . .
C.6. with full infoand — > C.6.if considers

explanation necessary may
call for further
info and explanation.

(@]
(@]
by}
T
o
Py
>
_|
m
—
>
z
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Section - 143 - Powers and Duties of Auditors and Auditing standards

W @
Rights of Auditor—> To Access records of all Auditor shall make a report fto members
Subs and Associates relating On examination
to consoljdation of F.S. v 2 v
Access to books of Ask From officer Financial statements  Or Accounts
. . A
accounts at all times info and explanation \g A
i Considerin
v v as he deems fit. ng .
R.O. Other place v Accot};\ﬁng and Ma‘r*er' tobe Order under
(1) (a) o (F auditing standard included in 143 (1) CARO
Right to enquire 1‘ report
v
N v To the best of his
Wh(\al;rher Where knowledge
\Z v v i
Loans and advance Loans and advances Not bei\r‘l,g investment Shares allotted ?gldgiszczu::j . 02: d
made by co. are §ecur§d shown as deposit or banking Co. for cash \L fair view of Co's
and not prejudicial to int 04 V  affairs.
M Whether If not
of Co. Personal exp charged Company sold the v
) cash Recd ? Noth -
to revenue expense. investment below whether position
M cost stated in accounts

Transaction represented
by book entry are not
prejudicial to the int

of co.

\4 v \4
Correct Regular Not misleading
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Section-143 (3)

\
Auditor's Report shall also state
Wh;l:rher' ‘l’
v 2 OT\II;\er'
Obtained all the info's Audit report of ot .
and explanation necessary branch not audited F.S. comply servation or | any qualification,
for audit by him has sent to with Accounting comments of reservation or
him. standards. /’:l:ISdITOI"S on adverse remark
‘l' Co's B/sand P/L A/C Any director L on maintenance
If not, details and are in agreement with ;ilsA:qughﬁed u/s | on matter having of A/cs.
impact of same on v BOA. pafe) adverse effect
F.S. Proper v A
Ny v gp. has cltdequaTT internal Other matters
Books of accounts and ?roperd\(l/efurrclis nancial control. as prescribed
kept by co. or audit rec
from branches W\I/heThQP
not visited by him.
Company disclosed the Co. made provision Any delay
impact, of pending For material in transferring
litigations on its Foreseeable losses, Amt to
FS. if any. IEPF

v
Cash deposited by co during 8th
Nov, 2016 to 30 th Dec, 2016 was in
accordance with Books of accounts.
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Section 143

I ®

Government company

|

Auditor shall submit
copy of audit report
to C and AG. along
with

—> Directions issued
by C and AG

+

—> Action taken

+
—> Impact on F.S.

JeLoIn] eJgeyyg unly - 19y (€I

pIgPYYO UNliy SO ®

1®
Right of C and AG

|

Within 60 days of receipt
of report

),
Every auditor
shall comply

with auditing standard.

and
Conduct supplementary
Audit of F.S. of
co. by such person

as he may deemfit.
+

May require additional
information of the same.

| |
v

information
for the same

Comment or
supplement
such audit
report.

If any comments

Given\l,

Audit report shall
be sent by co. to
each person entitted

+
Placed before AGM.

Audit of Branch accounts

(8)

v

By company's
auditor

or

other qualified

Branch auditor
send report

|

auditor Auditor of
v
Foreigrlll Branch company.
Or
Auditor of Company's
such country Auditor

MVT3LVHOdd0O
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l- CORPORATE LAW
,

3 V3

e

dl.((

Section - 143 (12) + Rule 13 - Reporting of Fraud by officers or employee

!

Individual Fraud Amount

y

Less than 1 Crore 1 Crore or more
Auditor shall within 2 days - ‘l'
of knowledge of fraud report > Same

+

(a) Nature of fraud
(b) Approximate Amt involved
(c) Parties involved

Auditor will seek their reply
within 45 days

(d) Remedial action taken
Or ¥ Reply RECD NOT RECD
Audit committee BOD v ¥
| | within 15 days of receipt within 15 days of expiry
A \l’ of 45 days
+
Board shall discl Report to C.6. FORM ADT-4
oard snalt disclose addressed\ to_secretary~MCA Report to C.G.
the details of fraud in
, A FORM |, ADT-4
its BOD report along v 1 v v
with details of Details of Reply Auditor's  Details of ~ No reply
remedial action taken. Fraud Received  Observation  fraud Recd
on reply
Section - 143
¥(13) aey (15))
No contravention of The provisions of this section Non-compliance of sub-Sec
section 143 (2) if.fr'aud shall mutatis apply. (12) by CA, CMA, or CS in
not reported auditor .
in good faith. Ry Practice.
Cost accountant Company secretary Penalty
in practice N ¥ v
Listed O‘rhei Co.
Conducting cost Conducting secretarial e Rs. 1 Lakh
audit u/s 148 audit u/s 204. \l' S.ttd
Rs. 5 Lakh
156
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