To: All audit professionals

Cess under section 441A – Reporting under CARO

Clause 4(ix)(a) of Companies (Auditor’s Report) Order, 2003 (“CARO”) requires us to report upon the regularity of the company in depositing undisputed statutory dues including provident fund, investor education and protection fund, employees’ state insurance, income-tax, sales-tax wealth-tax, custom duty excise duty, cess and any other statutory dues with appropriate authorities. 

An issue which arises in this regard pertains to our reporting responsibility under this clause in respect of the cess payable by a company under section 441A of the Act.  Section 441A has been introduced by the Companies (second Amendment) Act, 2002.  Cess payable under this section meets the definition of statutory dues. However, though the Act received the assent of the President on 13 January 2003, the effective date of section 441A has not yet been notified. Further, no Rules relating to the amount of cess payable by a company under section 441A have been prescribed by the Central Government. Thus, one can argue that there is no need for us to comment on the deposit of the cess till the time this provision becomes effective. However, the ICAI in its Statement on Companies (Auditor’s Report) Order, 2003 (revised) requires an auditor to state in this report that “the Government has not notified any Rules under section 441A of the Companies Act, 1956 and therefore he is unable to comment on this particular issue”. The illustrative audit report included in Annexure XIII of the Statement has also been revised to include auditor’s inability to comment on the cess payable under section 441A as under:

“Further, since the Central Government has till date not prescribed the amount of cess payable under section 441A of the Companies Act, 1956, we are not in a position to comment upon the regularity or otherwise of the company in depositing the same”.

Since the Statement requires a specific comment on the cess payable under Section 441A, we should do so. However the suggestion in the illustrative audit report can mislead a reader to interpret our comment under this clause as an irregularity. To reflect the factual position, the comment under Clause 4(ix)(a) may include the following regarding the cess payable under section 441A:

There were no dues on account of cess under section 441A of the Companies Act, 1956 since the aforesaid section has not yet been made effective by the Central Government. 
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