Ch:- 10 Audit and Auditors

First Auditor
—| Appointment* of Auditors (Section 139) —I:
Subsequent Auditor
— Removal, resignation of auditor and giving of special notice (Section 140)
4 ": - Eligibility, Qualification & Disqualification (Section 141)
[
;|
: : = Remuneration of Auditor (Section 142)
1 £1
ol
i % : - Powers & Duties of auditors and auditing standards (Section 143)
I < 1
l .
| B : = Segment of Audit Reports
o
L
: 2 1 M Prohibited Services (Section 144)
;|
I
: : = Signing of Audit Reports (Section 145)
I
\--'
- Auditor to attend AGM (Section 146)
= Punishment Provisions (Section 147)
— Cost Auditor (Section 148)

* Appointment includes re-appointment
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Auditor Appointed/Reappointed Not eligible for re-appointment
for

Individual | One term of five consecutive | For five years from the completion
years (1°* AGM to 6™ AGM) | of his term (till 11" AGM)

Firm Two terms of five consecutive | For five years from the completion
years (15 AGM to 11" AGM) | of its second term (till 16™ AGM)

Note: On the date of appointment, an audit firm shall not have any partner or
partners who are/were also the partner/s to the other audit firm, whose tenure has
been expired in a company immediately preceding the financial year.

It means, the audit firm with common partner/s shall not be appointed as
succeeding auditor of same company after two terms of five consecutive years.
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A Special Notice is | held (To decide about Application to CG
received for removal and then (To be made in ADT-
Removal of authorising the filing of 2), within 30 days of
auditor application to CG through —| Board Resolution
fr < L Board Resolution) L /

Auditor shall be

given a reasonable Special Notice to be sent Approval of CG
opportunity of for AGM (within 60 days received
being heard of receipt of approval) - )
N~ —
" Passing a Special | (
/Resolution on Auditor will be
~ removal of the removed
\ auditor /V

= Reaiguokion by Audion

Particulars In case of Government In other Cases
Co.
Form of statement ADT-3 ADT-3
Time Period for Within 30 days of Within 30 days of
filling resignation resignation
Statement filled with | Company, Registrar & CAG Company and Registrar
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Satisfied that
Auditor has
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fraudulent
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) on application

4 N
If tribunal is satisfied, within

15 days of receipt of
application, it shall order that

by CG

on application

by any person
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concerned

Direct the company to
change its auditors

he shall not function as
Auditor and CG may appoint
another auditor
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Summary of quantum of penalty

Liable In case of Quantum

auditor, cost accountant, or listed company five lakh rupees

company secretary in practice
does not comply with the

provisions of section 143(12)

any other company one lakh rupees
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Auditon. noX e Rundese Cerdbomn  Seynsicos

Snapshot of prohibited services

Accounting and book
keeping services

Investment advisory
services

Investment banking
services

Internal audit

Actuarial services

Management services

Rendering of
outsourced financial
services

Design and
implementation of any
financial information
system

Any other kind of
services as may be
prescribed
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Summary of what shall be included in directly and indirectly

Self

Relatives

In case of
auditor being
INDIVIDUAL

ly includes

Other person connected or associated with such
individual

_| Entity in which such individual has significant influence

or control

Entity whose name or trademark or brand is used by
such individual
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2L = Firm
°
£
= - Partners of firm
=
7 - Parent of firm
= — ;
- Subsidiary of firm
In case of
-1 auditor being Associate entity of firm
FIRM
- Entity in which the firm has significant influence

Entity in which any partner of the firm has significant
influence or control

|_|Entity whose name or trademark or brand is used by the
firm or any of its partners
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Summary of quantum of penalty M MoS QM%
Liable Minimum Maximum
(in 9) (in 9)
Company 25,000 5,00,000
Every officer of the company who is in default 10,000 1,00,000

() Conbawsemtion i auditon ($0e. 139, 144 en 145
(0 Gl o wugtake

Summary of quantum of penalty

Liable Liable for Minimum Maximum
(in 9) (in 9

Auditor Contravenes any of the 25,000 Lower of

provisions of section 139, i. 5,00,000

144 or 145, Company -

ii. 4 times the

remuneration
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Summary of quantum of penalty

Liable Liable for Minimum Maximum
Auditor Knowing or willful Fine of ¢ Fine, Lower of
contravenes any of the 25,000 5,00,000
provisions of section or
139, 144 or 145, )
8 times th
Company .
remunera tion
and
Imprisonment for a term which may
extend to 1 year
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Applicability for maintenance of Cost Records v

Domestic or Foreign Company

Engaged in production of goods or providing services listed
in table A (Regulated) or B (Non-Regulated) of Rule 3

Overall turnover from all of its products and services > l
¥ 35 crore (immediately preceding financial year)




>&awm%mwm
oAt Ruepnda bo ke momboameds wu (RA- 1.
o LA
@%Mmmmmk} a%w{wwhmu M%Aﬂﬁu%&
ﬁonm«% P‘{n M“MM[%MW%MM

© Abe ibwwbummw.bo/e,wmw/ww&
WWWMM\A%{MWW

Wwwm

Summary of Rule 4 i.e. Applicability of Cost Audit

Companies that are covered under rule 3 and engaged in any of

6 Regulatory Sectors (Table A) 33 Non-Regulatory Sectors (Table B)

Overall annual

Overall annual )
turnover from all its

turnover from all

its products and P s ane
[ ‘ ‘ services during the
services during immediately

the immediately
preceding financial
year is rupees fifty

crore or more

preceding financial
year is rupees one
hundred crore or

more
Aggregate
turnover of the Aggregate turnover
individual of the individual
product or product or products
products or or service or

services for which
cost records are
required to be
maintained under
rule 3 is rupees

service or services
for which cost
records are
required to be
maintained under

Revenue from exports, in foreign exchange, exceeds 75%
Operating from a special economic zone
Revenue from exports, in foreign exchange, exceeds 75%
Operating from a special economic zone

Engaged in generation of electricity for captive consumption.
Engaged in generation of electricity for captive consumption.

rule 3 is rupees thirty five crore or
twenty five crore more
or more
Cost Audit is Rule 4 i.e. Cost Audit shall not apply; Cost Audit is

required only Rule 3 i.e. Cost Records will apply required
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