



Auditing …
8. COMPANY AUDIT - II

Indian Companies Act, 1956
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Maintenance of Books of Accounts by the company
Every company must maintenance proper Books of Accounts at its registered office.
Proper books of accounts of branch offices should also be maintained by the company & returns of those branch offices should be forwarded to the head offices after suitable intervals which should not exceed three months.
For the purpose of sub-sec.(1) & (2), proper books of accounts shall not be deemed to be kept if:
(a) the books doesn’t exhibits true and fair view of the state of affairs of the company; 
(b) If such books are not maintained on Accrual Basis and Double Entry Accounting system.
Books of Accounts and other papers shall be kept open for inspection by any director at business hours.
Books of Accounts & all the relevant vouchers for preceding eight years from the current year should be kept safely by the company in good condition.
If the person as mentioned in section 209(6) fails to comply with the aforementioned sub sections, then he shall be punishable for each offence with imprisonment for six months and fine which may extend to Rs.10,000/- or with both.
(He may be relieved from such liability, if on reasonable grounds he proves that any competent person was appointed for such compliances).
Responsibility of the aforementioned compliances vests with:
· All the officers & other employees of the company along with Managing Director or Manager, if the company has a Managing Director or Manager.
· Every director of the company, if no Managing Director or manager.
If the responsibility for compliance of legal requirements with regards to the books of accounts vests with any other person other than as mentioned in section 209(6) and if he fails to comply all legal requirements, then he shall be penalised with the fine which may extend to Rs.10,000/- for each such offence.
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Inspection of the Company’s Books of Accounts
· Company’s books of accounts, other books and papers shall be kept open for inspection by:
(a) Registrar; 
(b) an officer authorised by Central Government; and
(c) Any officer authorised by SEBI.
(No prior notice or intimation is required to be given by such authorities for such an inspection)
· It shall be the duty of every director, other officer or an employee of the company to furnish any statement, explanations, information and assistance to such an authority while inspection, as required by them.
· The person making inspection is also empowered to make copies of books of accounts and other papers and put any mark of identification on the books or papers.
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Duty of Board to present the Annual Accounts & Balance Sheet at an Annual General Meeting
The board should present before AGM, the Balance Sheet and Profit & Loss Account for the period of:
· In case of first AGM, period beginning with incorporation and ending with the preceding day of an AGM.
· In case of subsequent AGM, period from the beginning of the financial year and ending with the preceding day of an AGM.
(An AGM should be held within six months of the completion of financial year, extension of three months can be taken with the permission of the registrar of companies. Difference between to successive AGM should not exceed fifteen months (Eighteen months in case of an extension).
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Constitution of ‘National Advisory Committee on Accounting Standards’
The Companies (Amendment) Act 1999, provides central government that it may constitute a ‘National Advisory Committee on Accounting Standards’ by issuing a notification in an official gazette to advise the central government on formulation and laying down of accounting standards for adoption of companies or class of companies under the Companies Act, 1956
(A notification for constitution of ‘National Advisory Committee on Accounting Standards’ was issued by the Central Government in July 2001).
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