
 

Chapter 10 Audit and Auditors
Sec 139 148

Section 139 Appointment of auditors
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Before appointment auditor has to provide
a written consent Eligiblefor appt
b certificate stating Appt is as per teams

provided in Act

Appt is within Limit

ustof proceeding dis
closed is true and
complete

On appointment of auditor
co ROC

ADT 1 15day of
meeting in
which auditor is appt

Extraknowledge INFRA rules sec 132

BC NFRA 1 It days

Intimating appt of
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2 Tenure reappointment cooling period
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Individual I term of 5 consecutive years
From Items of 5 11 11 ie loyears

cooling of period

Individual After completion of tenureFirm I
Not be eligible for re appointment
in same co for 5 years

In such auditor be appt as internal auditor of
co duringcooling period Ts

2 Can such auditor be appt as statutory auditor of
holding subsy co Yes

Note Following person are also ineligible during
cooling off period
1 Audit firm having common partners to the

audit firm whose tenure just expired
2 Audit firm associated with outgoing auditor
under the same network of audit firms

same brand name E 4
same trade name
common control

3 If a partner who is incharge of audit from
AND Certifies FS
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TanntifIfiming name of inanition who
may replace existing auditor on expiry of tenure
If no Ac then Bob itself to consider

2 BOD to consider Ac's recommendation

3 Transition period
In case itan auditor office held prior to
commencement of this Act shall be taken into
account for calculating 5 10 years

Example on transition it was provided that
auditor may continue for

3 years

Remaining tenure
whichever ishigher
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4 In case of joint auditors co may follow
rotation in manner such that an joint
auditors do not retire in the same year

3 Rotation of partners of auditor internally
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g his team shall conductedby
rotate within
audit from

More than I auditor

A retiring auditor may be reappointed if
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section 140 Removal and Resignation of auditor
1 Resignation of auditor

Audito gn

Tgggqqgfffgaacaort.usmandatory ADP
I

stating reason for resignation

If auditor fails to file ADT 3 liable to

Peay lower of 50.000
I Amt equal to remuneration

Continuing failure 500 day up to 2 lakhs

2 Removal by shareholders

SR
BR 30994 ca approval 60days SHapproval

ADT 2
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Oral
representation written representation Wr
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Auditor may request co
to forward such WR to Stl

Co fails to forward co forwards WR
WR to member for to member
any reason I

EndI
Auditor may request
that such WR be read
out loud at Aam
without prejudice to right
of oral representation

3 Removal by tribunal
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suo motu of Application by ca or
any person
a

satisfied that auditor
Acted in fraudulen
manner

I colludedwith
directors officers
in any fraud

Tribunal man by order
direct co to change auditor



If application is made by ca and not
is satisfied that change is required

It
within 18 days of such application Tribunalto order

Auditor shall
not function

ca to appoint
new auditor

anymore

Where Not make such order Auditor shall

Not beeligible
s

for 5 years
AND Fraud als 447

Section 141 Eligibility Qualification Auditor

1 Eligibility
Individual

from Majority CA in Practice

In case of firm t only CAs in practice to sign

2 Disqualification t wingardisacafied
a Body corporate tother than LLP

b officer or employee co

c Partner or employee of above
OE

PEOfOE
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the limit of 20 will be Exude OPC

for each CA partner
small co

Doomantco

put co 11 80



h person convicted offence involving fraud

Disqualified for 10years from dateof
conviction

i Person renders service ups 144
W
Associate X
SubsyI
Holding

Éklbere auditor incurs disqualification after
appt Deemed vacate casual vacancy

Sec 142 Remuneration of an auditor

Remuneration to be decided by shareholders
at GI subsequent auditor

Firstauditor Board to decide

120 appoint Kanga won remuneration decide large

Remuneration Fees payable to auditor

on Exahde
Expenses incurred remuneration paid for
for such audit an other services
facilities extended provided by him



Section 163 Power and duties of Auditors
Refer charts uploaded separately

Section 144 Auditor not to render certain services

Auditor shall Notintude following services
directly or indirectly to CASI namely

KIS A BF on

K Accounting 9 book keeping service
I Internal audit

S Financial info system
Design

ImplementationA Actuarial service

B Investment advisory banking services
F Rendering of outsourced financial services
M Management services
0 others as may be prescribed

Eggygtion
For this section directly or indirectly

dude rendering of services by

I 1

Individual firm

Himself Itself
Relative Through

in he



Entity which has partners
significant influence other entity

in which
firm partner
has significant
influence

9 can stat auditors be appointed as Gst
auditors or tax auditor YEI

Q can stat auditor be appointed as cost auditor
NO Specifically restricted Us 148

Section 145 Auditor to sign audit reports

I l p

Auditor shall IGN
auditor's report

AND Qualification financial
Observation transacts

comment I
Having adverse
effect on

functioningofco

Read out.be re'open to
the co in am inspection

by any
member



Section 146 Auditor to attend am

Notices to be forwarded to auditor Himself
Auditor shall attend such GM

Through
Auditor shall have right to be heard AR who

is qualified
on such business which concerns himtough
as an auditor

Section 147 Punishment for contravention

p p
contravention 415 139 to 146 Auditor contravenes

I 139 164 8145
Co Fine 25k to 5 Lakh N

OID Fine Iok to 1 lakh
t.co Ii Ina

Contravention knowingly

y willingly
to deceive co ISH or ers

or tax authorities

ÉanIesok to
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O
lower I

25 lakh or
8X Rem

Where auditor is contravention

Refundinpanamaged to companies
stat bodies or members ers

for loss arising out of
incorrect misleading statement

In case of fin it is proved Acted in framuadint
I Abetted colluded in

f any traced

ability civil criminal Shall be of partners

AND concerned

Firm Jointly severally

section 148 CG to specify cost audit

i Ca may by order companies engaged in

prescribed goods or providing prescribed
service

I

Detect that particulars relating to
utilisation of
material
labour

1 other items ofcost



provided that prior to passing such orders for
co regulated under special Act ca shall consult
the concerned regulatory body

121 If ca is of the opinion that it is necessary
H

By order Direct audit of such records

I

of co having
NW

turnover
as may be
prescribed

Appointment of cost auditor

Ac is constituted
on recommendation of Ac BOD to

appoint individual from cost accountan
in practice

aeration
Recommendedby

considered and approved byBOD and

rafted by SH

In case of other companies
Cal Bob Appoint Individual cost Ale in

1 From practice



bl Remuneration thereof
I

considered and approved by BOD

AND
ratified by SH subsequently

Important note Auditor 4151309 of co cannot
be appointed as auditor of
costrecord

Cost auditor Qualification disqualification
H

Applicable to auditors

costauditord Report Bop
Iwithdity

Info sexplanath
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