
Chapter 10- Audit Auditors
Section = Sec 139 to 148

Form Series ADT

Rules - Companies (Audit& Auditor) Rules 2014.

Sec : Eligibility & Qualifications of Auditor

141(1)$(2) -

only a CA

of
CCA in practice) can

Firm (nice . <XP) be
↓

where Majority Partners are Auditor

CA - practicing in India
I

=> If Fir/XLP appointed as ac Auditor

their only partners who are CA are

authorized to acts sign on behalf
of firm.

14(3) Disqualifications of Auditor.

@ A Body corporate other than &P.

[XXP can be auditor]

eg Mr. Ranw -> CA in practice [PCA]
↳ incorporatedIs Ram Kaka Pt . Ad.

L
Can this Co . be appointed as

Auditor ? Al
=> No
-
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& Director, Manager etc.

⑬ officer/Employee of company.
M . Karan e Director in KK&.

[CA]
Can Kavan be auditor of KK &d . ?

Als No
,

as he is officer in Co.

② Partner/Employee of offices/Employee of Co.
(Partner of offices of Co .) Pp

(Partner of Employee of Co) PE

(Employee of officer of Co). Eo

(Employee of Employee of Co .) EE

Mr . Gogi [PCA] e Director in KK Ed.

↳ also partner in ABK$ associates
Partners Me .

GogiT M . KK ]Me . Ak

O Me . KK can be auditor in KK Ed ?

du: No
,

KK is partner of officer of Co.

& Mr. Ratan is employee of Mr. Gogi
canhe be appointed as auditor ?

An No
,
he is employee of officer

of company.
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①A person ,
who himself or his Relative orPartner

is folding any security or having any Interest in

company ,

its subsy ,
its Harding Co ,

its associate,

subsy of such flooding Co . [CASH-SH]
Holding Co . [H]

↑ -
Associate& Co [C] Anothersubsy of foldingCo

(A) ↓
subsidiary Co . [S]

# Rule 10 However Relative
may hold

securities

ofFace value upto Ellakhin Company

->

2 Holding of Relative exceeds 100000
Auditor - Corrective Action within 60 Days.

OR

ii) Indebted to CASH - SH
nais

(Pesee ei excess of 25000001-

OR

iii) Has Given Guarantee to CASH-SH

in excess of 10000
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Eg CA Hanya indebted to Co + 25
,
50

,
000

on 10/04/2025
He repaid the Loan on 10/7/2025

On 17th Sep 2025 canhe be appointed
as an Auditor ?

A Yes . [As onDateofappointmea

E Shyam (PCA) -> auditor
es

KK Led

appoint
ou 17 Sep 2025

Recta (wife of thyan) + securities purchase
of KK Ld. On

10 Sep 2015

FX 70000
,

MV&110000

Ranw (Son of Shyam) - Securities Purchase

of kkud . on

10 out 2025

Fl > 80000 MVB 160000

# Discuss the implications of appointment ?

A Om 17th Sep -> Anyam is eligible for appointment2025
as folding of Relative <IL

On 10 oct 2025 - Relatives folding >I
Now shyame corrective action within 60 Days.
i . e Bring the holding of Relative upto EV1L
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By he fails to do so
,
he will be disqualified

and he has to vacate

Company+ KK Ed. Proposed auditore Kavan
Eg.
3

--------
Karan & Rani are partners)

-
·

Karan appointed 'reithin

Ramanand
as an AuditorHoWays

↓en 170000 Took conective action

Fe 100
0

to being holding of
Rani up to /L

& : Whether Karan can continue ?

& Funalid Appointment

suppose in above eg : Ravi was relative

instead of Partner ?

Aus Now, Valid Appointment $ Karan

will not be Disqualified.

Business⑳ A person/ Firm Directlyonly 3 Relation [BR]with

CASH-SHA

Business Relation

Any transaction entered into for a Commercial

Purpose Except-
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a) Commercial transactions in Ordinary
course of Business at Arm Length Price

(ALP)
b) Commercial Transaction in nature of
Professional Service

eg Airtel Led- Internet Services provided to
Kk9 associates.

-Whether KK & associates can be appointed
as an auditor ?

9) If services availed at Discount ?

Au [As BR exist]

b) If services availed at ALP ?

a Ye [As BR does not exist]

⑨ Person whose Relative is a Director of Co
OR

Person whose Relative is in Employment
of Company as Director or KMP

&
eq Tushar [Brother of Karan /Practicing [A]]

↳ Director in KKAd.
O

KMP
Can Karan be auditor in KKLd . 7.0

CA K
ar

an
 K

um
ar



⑨ A Person who is in Full time employment
elsewhere

ou

Person who is auditor > 20 Companies
[Kk's Note : EK auditor max . 20 Companies ki Jaudit Kan sakta hai

OPC
,
Small Co

,

Dormant Co
,
PutCoe Pucloos

-
Not counted in Limit of 20

->In case of Firm ,
Limit of zo shall be

taken for every CA partner.

eg KK$ associates 3 parties.
CA CA CA

-> AK, KK
,

SK

How many audits can be taken ?

Au 20x3-60 Audits.

e98 CAAK is also partner in XT2 associates.

In XY2 associates he has 5 audits

How many audits KK$ associates can

take in name of CA AK ?

An : 15 Audits.
I
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es KK$ associates CA fir
Partners & M . KK

,

M . SK
,

M . Ak (M)sing Statutory audit of foll . Companies.

1) SmallCompanies - 20

2) PutCompanies Puc < 100c - 15

3) Put Co
.,

PVC > 1000 - 18

4) Public co - 7

signing by
Mr KI + 10 Small Co

.

5- put co Pucs look
2 Public

M . SK + 5 Small Co
,

10 Put co PUC < 100K v

8 Put Co
,

/ PVC >, 1004

1 Pub . Co

Me. Ak -> 5 small co
.,
5 Put co . Puc< look

5 Put Co . PUC >, loo

4 Public Co.

-> what is the max. No. of audits , firm
can accept

OPC

= 3 partner x20 = 60 Audits (exa. SC

↑
put Puc<,

-Currently Doing 18 +725 Dormant Co.
↓

Put Public (35)So
/

allowed= PVC>,100

↳ 60-25 35 more auditsofunco, novc)
-> what is the max no . Of audit for
each Individual Partner ?
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M . KK -> Small co -> 10 e Exempt
5 - Put Co

,
PUC>

,
1000

3 7 Audits Done
&

2 Pub
. Co

Allowed - 20-7 = 13 AuditAllowed

Me . SK &
5 small Co- Exempt
10 Put Co

,

PUc < 1001 - Exempt

8 Put Co
,
PVC > 1000

1 Pub 3 -9 Audit Done
Co

So
, 20-9 = 11 Audits Allowed

.

Me . Ak -> 5 small Co-Exempt
5 Pr+ Co

,
PVC >, 100 1

t S 9 Audit Done

Y Puble . Co

20-9 - 11 Audits Allowed

⑫ Persons Convicted by Court for any
offence involving Fraud

and 10Yrs has not been lapsed since its

Conviction.

① Person Directly , audirectly services toCo
us Oh

# its subsy
ol

its folding
Sec14 1 (4) where person appointed as an Auditor,
-

attracts any disqualification as per Sec (41(3)
such Person shall vacate the office
such vacancy shall be treated as Casual Vacancy

CA K
ar

an
 K

um
ar



Sen Services Not to be Rendered by an Auditor .
- Auditor so appointed & Services approvedby BOD.
-> Auditor appointed under this Act cannot

render below mentioned Services -
C ·

Directly
- S Oh↓

a) Accounting & Book keeping H Indirectly
b) Internal Audit

2) Design & Implementation of Financial Tugo System
d) Actuarial Services

e) Investment AdvisoryServices
f) Investment Banking Services

g) Rendering of outsourced Financial services.
h) Management Services
i) Any other Service as may be prescribed.

For the purpose of Sec 144
, Directly , Indirectly includes.

:

-

& >

I Auditor
is Individual 7) Auditor is a Firm

- Himself -

Itself
- Through Relative - Through Any Partner

- ThroughConnected Person
- Through Parent , subsy,

Associate

Entity -

- through an Entity - through an Entity&
in which Indiv in which Firm / Partners

Of
have significant

or have Significant
Influence Influence
whose Brand

,

Name, whose Brand
,

Name,
Trade mark Trade mark

is used by is used by
Such Individual Firm/Partners.
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Sec12 : Remuneration of Auditor

-> Remuneration Fixed by
OR

S

a) Members in GM b) Manner Determined
in GM.

-> Remuneration of First Auditor
- Fixed by BOD

- Remuneration includes - Fees payable to Auditor
- Expenses ricurved

by Auditor in connection

to Audit

-> Any facility extended to him.

But Remuneration does not include

Any Reunieration paid you providing
any other Service to Company at the Request

of company. ↳Ishould not be prohibited us 144]
# Sec145 : Auditor to sign the Audit Report

T

- Auditor shallAigu the Audit Report
-> Qualification ,

Observations Adverse -
shall be

comments
3 Effect Read before

the Coin GM.
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-> Audit Reporte open forInspections Members.

# Sec146 : Auditor's Right to attend GM.
-

- All Notices of GM - sent to Auditor

on the

-> Auditor himself

Qualified
3
must attend

Authorized Representative General Meeting.

(whomusteditor (
-> Right to be heard at the Meeting

Sect : Punishment
= -

147(1) Now Compliance - See 139-146

Min Mich
7Finest 10,

000Company - Fine- 25
,

000 Eiger
ina ↳ Max

I
Max

25L IL

Auditor
- Now Compliance Sec 139 ,

143
,
144

,
145

Min Fine => E25000

Max Fine a 4 Times of Remuneration
OR Gress

E5L
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If it is proved - Auditor e Wilgu Intention
↓

Deceive

L
Co V ↓

> Tauthorities
= An creditors
holders

Auditor shall be punishable with :

-

Min Fine & &50000

Max Fine & E 2500, 000

OR 3 Less

8 times of Rem
AND

Imprisonment up to 1 Year

147(3) Auditor convicted us 147(2)
I

- Company
Pay the Damages > Authorities 3 for

loss

arisingno
- Statutory Body MisleadingReports~
Members

= Refund the Remuneration to Company.

In7(4) Ca specify -> Authority/offices/statutoryF Body
for ensuring Prompt Payment of Namages
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Such officer/Authority/SB e Report to CG.

147(5) If Audit is Done by Firm.
-

and

It is proved that Partner or Partners

acted in a Fraudulent Manner

Civil Liab - Partner/Partners Concerned

and

Fin
-

Jointly & Severally Liab

Criminal Liab Partner/Partners Concerned
wall be Liable

and alsoLiable us 447
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# Sea 139 : Appointment of Auditor

= Appointment of First Auditor

L >
-> Govt . Company. Now Govt . Co.

-> Govt owned/controlled Co. ↓
↓ Sec 139(6)

Sec 139(7) ↓

BOD - 1st Auditos
CAG e 1st Auditor

within 60 Days within 30 Days

of Incorporation. of Incorporation.

If CAG fails If BOD Jails
BOD Next 30 Days BOD unfor to Members

I BOD fails - then then Member
BOD Eufam
↓ appoint within

Members 90 Days
.

fuen Members appoint
Auditor no appointed

within 60 Days
en EGM

shall hold office
fill Conclusion of
1st AGMCA K
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# Appointment of Subsequent Auditor

L >
-> Govt . Company. Now Govt . Co.

-> Govt owned/controlled Co. ↓
↓ Sec139(1)

Sec 139(5)
↓

↓
Appointed at 1st AGMAuditor shall be
and

appointed within folds office from
180 Days of Commence- Conclusion of 1st AGMMent of FY .

till Conclusion of
# Auditor shall hold 6th AGM.

office till conclusion

of AGM.

# Sect : Concept of Audit Committee
Foll - Companies shall Constitute Audit Committee

1) Listed Companies.
2) Public unlistedCo - PUCY, los

OR

T10X look
OR

Agg . Loan
,
Bon

, Deb 7 500
Deposits

If Company do not Julfill above criteria for 3consecutive years -> No Need of Audit Comm.

Their constitute AC when criteria is met again.
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Sec 139 + Rule (3)
Company required to

constitute AC

-
Yes No

t ↓
Audit Committee reconiments BoD shall Consider
the Name of Auditor Qualifications & Experience

J
ROD of Proposed Auditor

↓
L S

Agree Disagree BOD recommends

↓ ↓ Auditor to
Members.

BOD recommends BOD-> AC

Auditor to communicate ↓
Members. for Reconsideration

↓ + Members appoint
Reason for or 12appoint

Members appoint Disagreement auditor
or 12appoint d by passing OR.
auditor

by passing OR. Now AC

[ >

Acmay Recommendatina
AC may

NotChange
Recommendation.

↓
↓ BOD

-> ↑

BoD agree
with - BOD

Recommendation give OWN

recommendation
to to Members.

BOD recommends

Auditor to ↓
Members.

Members appoint↓ or 12appoint
Members appoint ↑ auditor

or 12appoint by passing OR
auditor

by passing OR
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# Rule H : Auditor appointed as per
Rule 3 shall

-

give a certificate

41a) Individual/Firm - Eligible for appointment
* Not

DisqualifiedCoAc

b) Proposed appointment is as per term

c) Proposed appointment is within Limit
us 141(3) (g)

a) List of Proceedingse against Auditos
against Firm 3 Disclaaagainst Partner

unrelation to
profmatters Tuest

4(2) Auditor appointa aujo e ROC in ADT-1
~

Remaining Peor. written

139(1) Before appointment - Obtain consent

Obtain Certificate

I Within 15 Days of appointment
uigoons to ROC in ADT = 1

In case of other BC appointing Auditor
NERA1 to NFRA
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*

(2) Rotation of Auditoa

Rule5 companies on which Rotation is applicable-

a) Listed companies
b) Unlisted Public to - pus), loc

2) All Private Co - PUSCY 50

d) All companies - below threshold stated aboveL Put+ Public)

famBorrowing
Deposits nas

139(2) 2) Auditor
is Individual

. (PCA)
F

5 Years---------------- rais-..Auditor # Term of 3 ↓
appoint consecutive Reappoint ?

5 Years = coolinga
- auditor is Firm.

syecus sus
5 Years

---------AuditorI 2 Terms of ↓
appoint consecutive

5 Years N coolinga
-Us

eq
Je

ma
Puy Auditor -> For 1 Term 3

appointed of 548 - Aftermonths
Resign F

came Back

An:o
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Cooling Period:

After Completing 54rs/10Yrs as the case

may be
- Auditor Not eligible for

Reappointment for 5 urs in Same Co.

#As on the Date of appointment, Auditor firm
having common partner with the Audit

firm whose Terre has expired.
then Such Other Firm shall also be

Jueligible for 5 Yrs to be appointed as

an Auditor . in Same Co.

ef Ask & associates & Partner A
,

S
,
K

done the audit of Reliance Led . (2Ters)

AXY & associatese Partners A
,

X
,
Y

proposed as auditor of Reliance Ad.

& I Whether AXY $ associates can become auditor

of Reliance ?
A No

,
because Common Partner (M .A]

02 Whether BKC & associates [Partner B ,

Z
, C]

I

can become auditor of Reliance ?

du
.

Yes.
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O BKCI associates appointed as an auditor

of Reliance , after appointment A became

partner of BKC$ associates.

whether BKC9 assoc . need to vacate ?

a Xe No.

Sec132) shallNot Prejudice the right of
company e to remove auditor begon Tenure
Auditor + To resign from the Co.

See39(3) Members oCompany
↓

May Resolve [MayPass Resolution]

L 3
Rotation of Auditing Audit may be

Partner & hisTeam carried out by
at prescribedInterals More than 1 Auditor

139(4) CG
may prescribe - Manner for Rotation.=

# Rusb : Manner for Rotation.

AC exist - then AC Name Recommed - Who

I
If Not -> then BOD 3 willReplace earlier Auditor

their Recommendation-> Member
fo

LACwali,ali) Member appoint auditor
in AGM by OR

CA K
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# For Rotation, Foll provisions shall apply :

-

① For calculating periodsS Period served

prior to commencement of this Act , shall

also be considered.

eq Individual -
(At least

3 yuse transition)

(Doing audit) 2014 Total Period

8 Yas 3 Yrs 11 YUS

15 Yrs 3 Yas 18 Yus

6 Yus 3 Yrs a 40S

4 Y0S 3 YUS 7 Urs

3 Yus 3 Yes 64rs

2 YUS 3 Yrs 5 Yes

1 Yo 4. YUS 5 Yus

Firm . 2014
10 YUS 3 45S 13 Yes
12 YoS 3 YeS 15 Yes
8 YrS 3 YVs 11 YrS

7 YrS 3 Ya
S

10 YUS

6 YUS Y Ys 10 Y0S

5 Yus 5 Yrs 10 YUS

2 Yus 8 Yes 10 YuS
.

② Individual Auditor/Audit Firm e Not Eligible
to be appointed as Auditor for 5 Yrs if
it belongs to SAME NETWORK to which

the retiring first belongs to

# Same Network= Firms operating under

-> same Brand Name
UR

-> same Trade Name

OR

-> CommonControl
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ef Ask & associates & Partner A
,

S
,
K

done the audit of Reliance Led . (2Ters)

BKC & associatesa Partners B
,
Z

,
C belongs to

same network
, proposed as auditor of Reliance Ad.

11 Whether BKC$ associates can become auditor

of Reliance ?

Al No
,
because BKCI assoc belongs to

same network.

O Ask I assoc belongs to Network 22Z

BKC & assoc. belongs to Network BBB

Can now BKC9 assos be appointed ?

An Yes, as they are not under same Network.

O BKC$ assoc appointed as an auditor

$ after appointment , BKCI assoc left
network BBB & Joins Network 222

whether BKC$ associates need to vacate ?

same Network wall

aa of appointment wiE point sing as on Date

Sdekhna, pee 5 yes
dekue h
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③ Break should be for Continuous 5 yrs.
# PIC

④ Audit Firm -> Partners In charge who

certifies the FS of the company.
-> the Resign from Retiring firm $ Joins

otherFirm.

Then such other Firm shall also be Jueligible
to be appointed as an Auditor for 5 Yus.

%Me cert Resis
I
Join XT2 s associates

dociates ↓

Retire from Now this XYZ$assol

Reliance is also vieligible to be
Ed appointed as AuditorYou

5yrs in Reliance

92MI Ress I
Xy29 associates Me . K Joins

dociates appointed as

F
XT2 s associates.

Retire from
Auditor

Reliance of Reliance & Whether XY2$
Ed assoc need to

vacate ?

d : Yes
Casual Vacancy arises.
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# 139(8) Casual Vacancy . [CV]
=

Appointment of New auditor in Case of Casual Vacancy
↓ ↓

Now Govt Co . Govt Co

↓
& Y

Reason of CV is Reason of CV CAG appoints
other than is Due to

ed Resignation Resignation New auditor

Death to d withich 30 DaysSec(4)
BOD appoints BOD appoints

New auditor New auditor If CAG fails,
BOD appoints

within 30 Days within 30 Days within Next
↓

Shareholders 30 Days
approve within

3 months of
Recommendation by BOD

Holds officeTill Conclusion of Next AGM!

139(9) Reappointment of Retiring Auditor & Exceptions : -

=

Retiring auditor MAY be reappointed in AGM if
-> He is Not Disqualified.

and

- Has not shown his unwillingness
to be Reappointed

CA K
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and
-> SR has not been passed

L 2

For Not Reappointing him
OR For appointing otherAudito

139(10) If at an AGM - No auditor is
=

appointed or Reappointed

Existing auditor shall Continue.

1311) If Co · is required to constitute AC 17
their All appointments ricluding CV

shall be done after Recommendations of AC

↑
140(1)

T 140(2)

# Sec 140 Removal
, Resignation of Auditor

-

I Giving of special Notice
↳ Sec 10(4)

140(1) Removal of Auditor
-

Auditor may be removed before expiry of Team
=> BR pass for Removalt
within 30 Days - Apply to CG (RD)
ii Form ADT-2

= Obtain CG(RD) approval
t

=> within 60 Days Pass SR . forRemoval
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1402) Resignation of Auditor
Auditore Resign

L &

Govt . Co Now Govt - Co
.

to to
Auditor Statement Auditor Statement

Reasons
L + 6 Reasons

L ↓ ↓
of

ADT-3
within of

ADT-3
within

Resignation 30 Days of Resignation 30 Days ofDate of Date of
Resignation. Resignation.

Lv & L &

Comp . CAG ROC Comp ROC

140(3) 2) Auditor violates 140(2)
Z

He/ It - diable for Penalty
250000 or Aut equal to Remuneration

whichever is
Less

.

with Further Penalty - 500 per Day fill Default
continues - Max 200 , 000-

144) Special Notice required to pass SP.

L Y
Case-1 Case - z

For Not Reappointing For appointing other
the Retiring Auditor Auditor in place of

Retiring auditor.
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-> Special Notice - At least 14 Clear Days
before AGM.

d
-> Company Forwards it to Auditor for

Representations.
to

2) Auditor has the Right of Representation.

↓

- Representation of Auditor 3 - Forwardoeest

Special Notice & Copy

-> 2 Representations need too late

then Auditor may request to read it out

in AGM.

Copy of Repres. -> Filed to ROC

&
If Auditor abused his Position

Form NCCT-1

company apply
~ NCLT

If Tribunal satisfied ,

then pass
order

-> Representations should Not be sent
AND

-> Representations should Not be Read

at AGM .

CA K
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14015) Power of Tribunal - Removal of AuditorT (NCLT)

Tribunal

2 >

Suo-Moto On apper made

by CG .

NCLT -> Company CG -> NCLT
suo apply
moto Som -withinNCLT-1
↓ (Rule 78 15

Direct to change o,, waythe auditor who

was acting in a e
Fraudulent Mannes order

- ExistingAuditor will Notfunction
anymore New Auditor maybe appointed by 24

Giving order, NCLT

Soegy itself that , Auditryacting wi a

Fraudulent Manner

-
aiust whom order has beenAuditor (and/ Firagl be Disqualified toe apassed by NCLappointed as Auditor of Any Company you

a period of 5 Yrs .

and
Liable ups 447

Fu case of Firm :-Liab es Firm + Every Partner who
acted in Fraudulent

Mannel .
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# SecH3 : Powers & Duties of Auditors.F

14(1) Powers of Auditor.

① Auditor shall have access at allTimes

B A V C

-I -
↓ ↓

Books ofAt a Vouchers of Co.

whether kept at Regd· Office
- a

Any other Place

② Right to Get anyaufo/Explanation
from offices of company to perform
his Duties.

③ Auditor of -> Access -> Records of
Holding Co.

Subsy/Assoc . Co.

(so faritrelatem)

# Duties of Auditor. Sa .
b

,
c

,

d
,
e

,fl

Auditor mustinquire into the foll matters :

-

a) Loans - Properly - Terms Cond -> Prejudicial
& Advances secured or Not to Interest of

Co-or Members.
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sonly
b) Whether transactions are merely represented

by Book Entries.

c) shares are sold less than price (cost)
at which they were acquired.

d) Loans & Advances made byCo- shown

as Deposits.

e) Personal Expenses charged to Revenue Ala

1) Anythares alloted FOR Cashs Whether

case has been actuallyseed.
AND if Not read.

- them BOA

t
Position show

- is correct ?
- Misleading or not

13(2) Auditor shall Report - To Members of the Co.
-

on accounts examined by him. ~

and

Is which are laid before Co. viGM.

-> Auditor while preparing Report & Consider

L
L SA A A M

Act Auditing MattersAleigeds Std. to be

included
ein AR
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Auditor shall Express his opinion on FS examined

by him that to best of his knowledge
sugo ..

Is gives True s Fair View of
affairs of Company.

13(3) Auditor report shall stateF

a) Auditor need - All Jugo Expen so sought
& if Not Read.

Mention the Details& Impact on FS.

b) Books of Ace Kept by Co.

↳
as per

Law

[Sec 128]
and

Proper Returns must be received by auditor

from Branches Not visited by him.

c) Report on Branch which are audited

by other Auditor has been read.

AND

Mannes in which Branch Auditor's Report
in Dealt by Company's Auditor
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d) BIs $P/L agree with Books of Ala

e) Whether in the opinion of Auditor

FS-comply with Accounting And.

H Observations
,
Comments of Auditor on

Financial Transaction / Matters which

have adverse effect on Functioning of Co.

g) zf Director - Disqualified up 164(2).

↓) Qualifications ,
Adverse Remarks & Maintenance ofA

i) Company has adequate Internal Financial
controls & Its operating effectiveness.

j) Other Matters as may
be prescribed.

*A [Rule 11]
#Proviso Reporting on Internal Financial Contexts-

us 143(3) (i) ShallNot apply.

to a put Coe OPC

[92 + 137]
-> small Co.

Not Default - PutCo whose To < 500
and

AggregateBon froma
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# Rule 11 : Other Matters to be included in AR
-

Auditor Report must include Viewss Comments

on foll. Matters :-

① Whether Coe Disclosed - Impact of Pending
Litigations on FS

② whether co-made provisions for Forseeable
Losses on anyLong term Contracts

including DerivativeContracts.

③ Whether there is any Delay in Transfe-
- ring the aut to IEPF.

④ Dividend paid or Declared = Compliance
of See 123.

eg : 17 Sep
: 10 am : Entry Passed

③
17 Sep : 12 pm - Entry Modified.

⑤ For Fy Commencing on or after 01/04/2022
Whether company has used AccountingSoftware
-which has a Feature of Audit Trail Facility
- Audit Trail must be operated throughout the
year for all transactions.

-> Audit Trail Feature has Not been Tempered
-> Audit Trail must be preserved as per
statutoryRequirements.
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⑥ If Mgt
. Was Represented that, Agai megt represent[ kata haikihoneaI
⑩ Funds as

- und

Loans Intermediary)
Case

: $ Any Funds ultimate

Fundsen Compan Advances Person on Behalf Beneficiary
of Co.

by
Co

↳Provides Guarantee) to
security

- und

Caranai
any Funds as

Person Loans
company⑭$ Funds ultimate

Advances on Behalf Beneficiary
J of Aug

Agai megt represent
I Yo

Person

[Kanta neikihanea Provides Guarantee) to
security

Nothing came to notice of
Auditor that

caused him to believe that above representation
contains any

Material Misstatement

143(4) If Auditor- Mattere Negative RemarksF

If Auditore Gives - Qualifications.

then State the Reasons.

15) Gort co
.,

Gory- Controlled Companies.
-> CAG appoint auditor us 139(5)/(7)
and CAG Directs Manner in which audit

is to be done.
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Auditor Y CAG
Submit Report

which vicludes

a) Directions issued by CAC

b) Action taken

2)Impact of it on ES$ Alc

113(6) CAG shall have a right to conduct⑪

supplementary Audit of FS
within 60 Days of Receipt of Audit Report
by a person authorized by CAG -

=> For conducting supplementary Audit , such

Authorized Person
may require any Jugo.

=> CAG have right to comment upon supplementary
Audit Report

14(7) If CAG
,
considers Necessary,

- Pass order for Test Audit of Accounts.

Kk's Note : Justfor Knowledge
Comparison byw Supplementary Audit& Test Audit

Suppl . Ardit Test Audit

-> Audit of Fe - Audit of Als.
-> within 60 Days of AR -> Whenever CAS

Consider Necessary
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Sec143(8)+ Rule
F

Branch office -> means any establishment
described as such by the Company.

=> who can Do the Branch Audit ?

[ >
Branch-in India Branch-outside India

Company's Auditor Company's Auditor
Of of

Person Qualified to be Accountant

appointed as Auditor of

us 139 Person e Auditor

as per law of
thatCountry.

# Duties of Branch Auditor.

) Branch auditor prepares report I send it to

Company's Auditor.

2) Powers & Duties ofCompany's Auditor w .r.+

Branch Audit Branch Auditor. - shall

be contained in Sec143(1) to 143(4)

3) Provisions regarding Reporting of Fraud by
Auditor also extends to Branch Auditor

to the extent Fraud relates to Branch.
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143(9) Auditor must comply with Auditing
-

standards.

143(10) CG may prescribe Auditing standards
-
as recommended by ICAI in consultation

with$ after considering recommendations of
NFRA

143(11) CG
may order specifiedclass of Co

requiring their Auditor to report on

matters specified in that order

[For this - CARO 2020 Applicable]to

Companies (Audit Report) Order 202
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it
Reporting of Fraud.

Sec143(12)
-

-2 Auditor - Reasons to Believe

that offence involving Fraud is being committed

or has been committed

by offices or Employee of Company

ag
ainst theCompany

then Auditor shall report about
such Fraud to CG*

* Note >

I fraud is of an ant below

stipulated limite Auditorshall report
the Fraud to BOD/ Audit Committee

# Manner of Reporting of Fraud - Rule 13. (Next Page]

(3) & Reporting is done in Good Faith - It

shall be deemed that auditor has not contra-

vened any of his Duty by reporting to CG.

143(14) Reporting of Fraud also apply Mutat's mutandis
I

to i) Company Secretary (Cs) -> Secretarial Audit
(Sec 204)

ii) Cost Accountant . (CMA) - Cost Audit

(Sec 149]

143(15) by Sea 143(12) is violated,
T

Penalty e Listed Cos ESL

"Auditor ,
Costaudit

~,

other- /L

Secretariald
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Rule 13 - Manner of Reporting. ByOfficer/Auditor -> Reason to believe - Fraud on Company - employee

Fraud

2 S

Amount of Fraud<crore Amount of Fraud ;
I core

to b
Auditor shall report the Fraud

Report the Fraud-A to AC/BOD as the case maybe
ouI BOD within 2 Days of his knowledge

↓within I Days
. seeking the Reply within 45 Days

Along with ReplyReceived ReplyNot received
-> Nature of Fraud

↓ ↓
within is Days on expiry of

-> Approx Ant of Reply.
- Parties Involved. ↓

45 Days
↓

Submit Report Forwarda

↓ in Form ADT-0Y Report in

alongwith ADT-o4
-> original ReportBoard shall include in - Reply of AC/BOD alongwith

the Board Report -> Auditor's comments

on Reply.
-> original

-> Nature of Fraud ↓ Report
-> Statement

-> Approx Ant To CG that Reply NOT

(Secretary , MCA) received.

-> Remedial Action taken
↓ ↓

- Parties Involved.
To CG

Through RegaPota (Secretary , MCA)(if Remedial Action
speed ↓not taken)

in a sealed Through RegaPota
Envelope speed

to in a sealed

Followed by an Envelope
Email . For to

confirmation Followed by an

Email . For
on Letterhead confirmation
withContact
Details on Letterhead

withContact
Details
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Seclys : Cost Audit

148(1) Ca + by ordere specified Co
↓

Production of
-

Prescribed Prescribed
Goods Services

~

Direct these companies
To Maintain Cost Records.

"Rules Co . including Foreign Co . engaged
in Prod of Goods/Providing services as

prescribed shallinclude Cost Records in

their BOA .

If Overall +/0 from y 35 croves
/

all Products or Services
DuringPreceding FY

specified companies

RegulatedSector UnregulatedSector

Telecom
, Electricity, zou, steel,

Sugar , Drugss Pharma ,
Rubber

,
Cement

etc .

Petroleum etc.
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Company -> Haviya Led.

Mo of Regulated Sector -> E204

+0 of Unregulated Sector -I oh
other 70 ->10U

Whether Haiya Nd is required to maintain
Cost Records ?

An Yes
,

overall +10 >, 35 c.

Cost Records are to be maintained for
Regulated $ Now Regulated Sector.

su
Company & Micro Enterprise 3.ExemptedaRecords- crisesmall Enter/
as per MSME Act

# Once provisions are applicable to Co . then

Maintain Cost Records Forever.

148(2) Cost Audit
F
C may by order direct that cost records

of co · having prescribed Net Worth o 7/0
must be audited in a prescribed manner.
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# Cost Auditor = Cost ~ End .

Accountant Firm

#Stat. Auditor as per sea 139 cannot be

a Cost Auditor.

#Cost Accountant - ComplyCost Auditing
standards issued by

Fustitute of Cost Acc. ofIndia
with approval of CG

1484) Cost Audit is in addition to Audit us 143.

Ins(5) Qualifications , Disqualifications , Rights,
T
Duties

, Obligations applicable to Auditors

are also applicable to Cost Auditor

# Audit Report
within 1So Days

Cost Auditor > Board

of Closure of FY of Director

-> within 30 Days of Receipt of Audit Report

company planation on the
Y CG

Enfo/ Ery
Negative Remarks
in CRA-4

,
XBRL Format
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-> b a calls for Additional Info ,
Co.

should Furnish the same to CG within

time specified by CG.

inst) Now Compliance
Company officer in Default

Punishmenta Sec 147(1)

Cost Auditor

Punishment & Sec 147(2) to (5)
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