NON APPLICABILITY OF CARO 2003 TO PRIVATE COMPANIES

Private Limited companies, conditions for non-applicability (ALL TO BE SATISFIED):

1. Paid up capital and reserves not more than Rs. 50 Lacks and

2. Which doesn’t have loan outstanding exceeding Rs. 25 from any bank or Financial Institution (other than NBFC s) and

3. Having turnover of Rs. 5 Cr or less

At any point of time during the financial year
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VERY IMPORTANT DOUBT
Question

[image: image1.png]15. (a) M/s Anand Pvt. Ltd. is incorporated on 1st July, 2010. During the year ended 31st
March, 2011, it had issued shares (fully paid up) of ¥ 40 lakhs, had borrowed ¥ 7.5
lakhs each from 2 financial institutions and its turnover (Net of excise ¥ 50 lakhs
which is credited to a separate account) is ¥ 475 lakhs. Will Companies Auditors
Report Order, 2003 (CARO) be applicable to M/s Anand Pvt. Ltd.?




Solution

[image: image2.png]15 (a) Applicability of CARO, 2003

The Companies (Auditor's Report) Order (CARO), 2003, exempts private limited
companies from its application which fulfils all the following conditions:

(i) the paid up capital and reserves are ¥ 50 lakhs or less;
(ii) it has not accepted any public deposits;

(iii) it has no outstanding loan of ¥ 10 lakhs or more from any bank or financial
institution; and

(iv) its turnover does not exceed ¥ 5 crores.

In the case of M/s Anand Pvt. Ltd., its paid-up capital is less than ¥ 50 lakhs,
turnover is less than ¥ 5 crores since excise duty is not taken into account if it is
credited separately to excise duty account; and, it is also implied from the facts that
it has not accepted any public deposits. However, it fails to fulfill the condition
relating to outstanding loan because as per the statement on CARO, 2003, issued
by the Institute, requires that the amount of outstanding loan taken from
bank/financial institution have to be considered on a cumulative basis. M/s Anand




[image: image3.png]Pvt. Ltd. has total borrowings of ¥ 15 lakhs and thus fails to satisfy all conditions
and accordingly CARO, 2003 will be applicable.
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