
Ch:- 10 Audit and Auditors 

 
 
 
 
 
 
 








































































































 



 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 










































































































 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








































































































commencement










































































































Cues
Statutoryexcitatory Asia

identity














































































































































































































































































































































































































































































































































JointAuditor
542301



















































































































































































































14111










































































































Eec no RemERsir fasiE
sodas 9 1

LEFT
10




























































































































































































































































































































O

O
7

See 2 1 b ofCft Act 1349

Is 61 of CA Act 131
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or firm who has business relationship with
company its Holding subsidiary Associates

Business Relation means Any transaction for
commercial purpose except

professional services
Transactions entered in the ordinary course
of business at arm's length price

f Person whose relative is a director or KMP ofthe
company

g Person who is in full time employment elsewhere or
Partner of a firm if he is auditor of more than
20compainesi

eendud.mg OP C
Small company
Private company

having PSC less than 100 Cr

a Person who is convicted by court for fraud
10 yrs have not elapsed

i Person has directly or indirectly rendered
services mentioned us 144 to the company
its co

Eg.In

so

















































































Section 142 Remuneration

when a disqualification of auditor
is invoked after
appointment it will who will
result incasualvacancy

the remuneration

First auditor SubsequentAuditor

Board which by the co in GM

appointed him or

in such manner as
Components Inclusions determined in the GM

The remuneration includes Enclusions
The fees payable It does not include

anyremunerationExpenses incurred by paid to him for
hein in connection anyother service
with audit of the co rendered byhim

Any facility entended tohim










































































































section 143 Powers Duties of Auditors and
Auditingstandards

sec 143 1 Powersof auditor
i

I access of B0 A 2 cantakenecessary
3 can access

Vouchersoftheco explanation info recordsof the
subsidiary

sec 143 2 make Inquiries

a Loans advances

on
Property Terms

Asdeposits secured Prejudicial to the
Interest ofmembers

b Mere BookEntries

c Personal Expenses

d shares allotted in cash

c company has sold its assets or shares at a price
less than at which they were purchased
co not an Investment Banking co










































































































Sec 143 2 Report to members i e FS true fair or not

See 143 3 Principal Assertions

on
thebasisoffet Thebasisofopinion
All info explanations Proper BOA maintaine
FS in agreement with FS as perafcingStds
Books of Afcs observations
Branch auditor's Report commentsof Auditors
Directions Disq w s 164 2 which have adverseeffect
other matters on company

Any adverse remarks
or qualification
Adequate IFC w.at
FS effective
application Amendment

Sec 143 4 State Reasons w r t Audit Report
i e state the reasons if any matters
answered negatively

section 143 5 far
Gout Company

section 143 6 any other co owned controlled
section 143 7 by CG SG whether directly

indirectly














































































































ly

see 143 5 Directions Directions

by CAG Action

Impact

see14316 supplement within 60daysof
Audit Audit Report

order supplementary Audit

As persec 1 comment or supplement on AuditReport

sec 143 7 Test Audit
CAGmay by an order
cause Test Audit ofAfcs
without prejudice to provisionof Audit Auditors

sec 143 8 Branch Auditor Audit

who can be an ADR Company's Auditor ADR or
such any other personqualified

for appointment

If Branchof India A personqualified in accordance
with the laws of that country

Duties Powers Same as sec 143 1 to 143 4

as well as sec 143 12











































































































Report send to company Auditor

see 143 9 EveryAuditor shall comply with Auditingstandards

sec 143 10 CGmay prescribe standards on AuditingSA
which is recommended by ICAI
NFRA consultation

CG consultation NFRA

In the absence of any notification or approvalby CG
then SA issued and made by ICAI shall be considered
as final

See 143 11 Additional matters to be reported for
specified cos CARO

Companies Audit Report order

sec 143 12 Reporting of fraud by Auditor
Alongwith Rule 137

EIcr.ormorewho.ca
ort Fraudbywhom

Auditor while performing his By its officers Employees
duties has reasons to believe










































































































Fraud

If
amlssthadescr.faut

1a.ee more

AsperRule 13
Not Reg to Report CG
But only to its Board Report to Board AC within
Audit committee 2days from his knowledge

get reply within 45days

situation I situation I

If hegets thereply No Reply in 45days then
then forward toCG Report to CG along with
within 15days evidence that healready

communicated to Board AC

content of the Nature of fraud with detailed
Report description

Approximate Amount
Parties involved

company's i will disclose in its Board'sReport
Action ii All the points facts

Iii Remedial actions taken

























































































manner of Reporting to CG

in
Form ADT 4 own letterhead signed sealed Registered

Post

Send to secretary withPostalAddress By Auditor speed

of MCA Email ContactNo with his Post
Mobile No Email

confirmation

Penalty 11 to 51 ReferNotes

AlsoApplicable to Cost Auditor sec 148
Secretarial Auditor see 204

Auditor is not guilty If he has acted
sec 143 13 in goodfaith







































See 144 Auditor not to Render Certain Services

Auditor shall provide services as approvedby Board AC

However these services shall not include above stated
services






















































See 145 Auditors to sign Audit Reports etc

The personappointed as Auditor of the co
shall sign the auditor's report
shall sign or certifyany other document

in Acc with Sec 141 2

Thequalifications observations or comments

which have an adverse effect on functioningof the co

shall be read before the co in GM be openforinspection




































































sec 146 Auditors to attend General meeting

Sec 147 Punishment for contravention

i contravention by the co its officers
of sec 139 to 146 both inclusive

www.mayentendupto

ii contravention by auditor sec 139 144 or 1453

a Galli se mistake


















b knowing willful contravention

Refundof Remuneration Payment of damages

If the auditor has been convicted under abovespecified
claims thenhe shall be liable to

refundtheremuneration Pay for damages to theco
recd from the company creditors etc caused due

to incorrect misleadingthrough
notification statements

CGmayspecify any
statutory body authority an officer forensuring

promptpayment of the damages to the co

Further afterpaymentof such damages the saidauthority
or officer shall file a report to CG



Ciii contravention by Audit Firm

criminal civil liability
Partners the Audit firm shall be liable

jointly severally

However in case of criminal liability
in respect of liability other than five

the concernedpartners who acted fraudulently shall

only be liable for suchpenalty
Jail jana hua at firm def UTI sirf fraud ATaid partners jayenge

Liability as w S 447 shall also apply referCh 3

Central Government to specify Audit of Items of
cost in respectof certain companies
section 148 cost Audit

who shall maintain cost records



Form manner of cost records
cost records to be maintained in CRA 1
on a regular basis
manner to facilitate calculation of per unit cost
ofproduction or cost ofoperations cost of sales
margin for each of the products activities
for every F Yr on monthly quarterlyhalf yearly
annual basis
Also it must enable the co to exercise control
over various operations costs to achieve
optimum economies

Applicability of cost Audit



who can be appointed as cost auditor

only a cost Accountant individual firm
one who holds a valid COP under cost works
Accountants Act 1959 is in whole time

practice

Note company Auditor shall not be appointed for
conducting audit of cost records

Qualifications Disqualifications
same as those applicable on Company Auditor

Provisions w s 143 12 shall applymutates mutandis
to a cost Auditor appointed w s 148

who shall appoint cost Auditor

Audit committee Audit committee

appointed by Board on Board shall appoint
recommendationof AC the cost auditor
Remuneration recommended Remuneration

by AC considered decidedby Board
byBoard RatifiedbySHs Ratified by SHS



Manner Procedure Appointment Removal
Resignation

Cost auditor shall be appointed within 180days of
commencement of every F Yr

written consent certificate its content

The individual firm is eligible for appointment
is not disqualified under this Act
cost works Accountants Act 1959 their rules

satisfies the criteria providedus 141 ofthis Act
eligibility qualification disqualification

The proposedappointment is within the limits
laid under the Act

List of proceedings as disposed in the certificate
are true correct

Noticeof Appointment

co shall inform the cost auditor through
Form
CRA 2

inform about the appointment to Cor within
30daysof appointment or 180daysofcommencementofFin Year



Tenureyhe auditory
Till theexpiryof till he submits the
commencementof 180days OR cost audit report for
from the closure of the FY the said F Y

Removal of Cost Auditor

cost auditor may be removed before the
completionof his tenure

through a Board Resolution after providing
a reasonable opportunity of beingheard

Form CRA 2 is to befiled with CG for intimating
appointment of another cost auditor

Filling of casual vacancy in the officeof a
cost auditor

whether caused due to death resignation or removal

to be filled within 30daysof occurrenceof such vacancy

and inform to CG within 30daysof appointment



Cost auditor to comply with cost accounting
standards

in form CRA 3
Cost Audit Report to Board

cost auditor shall submit his report to Board
within 180 days from closure of F Yer

Report to central Grout

CRA 4 company shall within 30days off receipt of reportin XBRL
Taxonomy

furnish a copyof report to CG

Remuneration of Auditor

same as per sec 142 as decided in case of
statutory auditor

Contravention Punishment thereof

Default in complying with provisionsof sec 148

same punisment as under sec 147



National FinancialReportingAuthority INFRA auditor

1 NFRA may
Review workingpapers communications

relating to audit
Evaluate Quality control system manner of
documentation of auditor
Perform other testing of audit

2 NFRA may require

Auditor to report on its governancepolicies
internal processes

Seek additional info mayrequire personal
presenceof the auditor

separate report containing proprietary or
confidential info
Further course of investigation if NFRA feelsthat any law or professional or other standard

may be violated



3 NFRA shall

Perform monitoring enforcement activities

Publish its findings relating to non compliance
unless against public interest

4 NFRA shall not publish any proprietary or
confidential info unless it is in public interest

overseeing the

quality of services Auditorof such Co Body
suggesting corporategoverned bymeasures for improvement NFRA shall file a return

FRA

before30ᵗʰ Nov in NFRAI
Refer modulePg 10.62


