Date: 

ENGAGEMENT LETTER

To,

The Board of Directors,

ABC Ltd.
Goregaon (East)
Mumbai-400065
You have requested that we audit the balance sheet of ABC Ltd. 31st March 2013 and the related Statement of profit and loss account and the cash flow statement for the year ended on that date. We are pleased to confirm our acceptance and our understanding of this engagement by means of this letter. Our audit will be conducted with the objective of our expressing an opinion on the financial statements.

RESPONSIBILITES OF MANAGEMENT AND AUDITORS
We have a statutory responsibility to report to the members of the company whether in our opinion the financial statements give a true and fair view in accordance with the auditing standards generally accepted in India, of the state of the company’s affairs, the profit or loss and the cash flow for the year and whether they have been properly prepared in accordance with the Companies Act, 1956 of India. Upon completion on these financial statements.
The financial statements are the responsibility of the management. In this regard, management is responsible for properly recording all transactions in the accounting records and for establishing and maintaining internal control sufficient to permit the preparation of financial statements in conformity with generally accepted accounting principles. The audit of the financial statements does not relieve management of this responsibility. The management is also responsible for making available to us, as and when required, all the company’s original accounting records, all other relevant records, including minutes of all directors, management and shareholders’ meetings and related information, and personnel to whom we may direct inquiries and such information and explanations as we consider necessary for the performance of our duties as auditors.

SCOPE OF AUDIT    
Our audit will be conducted in accordance with the requirements of the companies Act,1956 of india and amendments thereto and in accordance with the generally accepted auditing standards in india and applicable  authoritative pronouncements issued by the institute of chartered Accountants of India, and will include such test of the transactions and of the existence, ownership and valuation of assets and liabilities and evidence supporting the amounts and disclosure in the financial statements as we consider necessary. Those standards require that we plan perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.

We shall expect to obtain such appropriate evidence as we consider sufficient to enable us to draw reasonable conclusions therefrom. The nature and extent of our procedures will vary accounting to our assessment of the company’s accounting system and, where aspect of the business operations.
Our work will be planned in advance and incorporated into an audit plan. This may be varied on the basis of our findings during the course of an audit from year to year. Accordingly, we may modify our audit scope, rotate our audit emphasis and propose matters of special audit emphasis, as the circumstances dictate
Our audit includes an assessment of the significant estimates and judgments made by the management in the preparation of the financial statements and whether the accounting policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

The concept of materiality affects or audit planning and our consideration of matters arising from our audit. We take into account both qualitative and quantitative factors when assessing materiality.

In forming or opinion we will also evaluate the overall presentation of information in the financial statements. In developing our audit plan, we may liaise with your internal auditors as appropriate to ensure that our work is properly coordinated with their work.
MANAGEMENT REPRESENTATIONS

The information used by management in preparing the financial statements will invariably include facts or judgments which are not themselves recorded in the accounting records. As part of our normal audit procedures, we shall request senior officials/management or agents of the company to provide written confirmation each year of such facts or judgments and any other oral representations that we have received during the course of the audit on matters having a material effect on the financial statements. We will also ask you to confirm in a letter that all important and relevant information has been brought to our attention. The managements is also responsible for adjusting the financial statements to correct material misstatements, if  any, and for affirming to us in the representation letter that the effects of any uncorrected misstatements brought to its attention by us are immaterial, both individually and in the aggregate, to the financial statements taken as a whole.

The results of our audit test, the responses to our inquiries and the written representations of managements comprise the evidential matter upon which we intend to rely in forming our opinion on the financial statements.

DETECTION OF FRAUD, ERROR AND NON COMPLIANCE WITH LAWS AND REGULATIONS
The responsibility for safeguarding the assets of the company and for the prevention and detection of fraud, error and non-compliance with law or regulations rests with the management. However, we shall endeavour to plan our audit so that we have a reasonable expectation of detection material misstatements in the financial statements or accounting records (including any material misstatements in the financial resulting from fraud, error or non-compliance with law or regulations) although our examination should not be relied upon to disclose all such material misstatements or frauds, errors on instances of non-compliance as may exist.  Because of the test nature of the auditing process, audits are subject to the limitation that material fraud or other illegal acts having a direct and material financial statement impact, if they exist, may not be detected.  Because of the characteristics of fraud, particularly those involving concealment through collusion and falsified documentation, an audit designed and executed in accordance with generally accepted auditing standards might not detect a material fraud.  Further, while effective internal control reduces the likelihood that errors, fraud or other illegal acts will occur and remain undetected, it does not eliminate that possibility.  For these reasons we cannot ensure that errors, fraud or other illegal acts, if present, will be detected.  However, we will communicate to you any illegal act, material errors, or evidence that fraud may exist which is identified during our audit.

REPORTS TO THOSE CHARGED WITH GOVERNANCE

We shall obtain an understanding of the accounting and internal financial control systems to the extent necessary in order to assess their adequacy as a basis for the preparation of the financial statements and to establish whether proper accounting records have been maintained by the Company.  Our audit is not designed to identify all weaknesses in The ABC Ltd’s accounting and internal control systems.  Our review of the internal financial control systems is only performed to the extent required to express an opinion on The ABC Limited’s. Financial statements and therefore our comments on these systems will not necessarily address all possible improvements which might be suggested as a result of a more extensive special examination.  This consideration will not be sufficient to enable us to provide assurance on the effectiveness of the accounting and internal control over financial reporting.  However, we shall report to Management in writing any material weaknesses in the Company’s systems or other business matters which come to our notice during the course of our normal audit work and which we consider should be brought to your attention.  No such report may be provided to a third party without our prior written consent.  Such consent will be granted only on the basis that such reports are not prepared with the interests of any one other than the Company in mind and that we accept no duty or responsibility to any other party. 
At the conclusion of our audit, we shall also prepare a report to those charged with governance which will include comments on matters such as the scope of our audit for the year in question; the results of our examination and any accounting issues raised including qualitative aspects of accounting practices and financial reporting; accounting procedures and internal financial controls; our fees and a summary of services provided in the year; and proposals for the following year’s audit.
ACCESS TO WORKING PAPERS

Our working papers, files and other internal documentation including electronic documents and files, created for the purpose of carrying out our duties as auditors are the sole property of R.K. Jangid & Associates and will not be provided to you.

We may, be required to give access to our audit working papers for regulatory purposes or because of other statutory obligations.

We also wish to draw your attention to the fact that our audit process is subject to ‘peer review’ under the Chartered Accountants Act, 1949.  The reviewer may examine our working papers during the course of the peer review.
PREPARATION OF FINANCIAL STATEMENTS

Assistance with the preparation of financial statements does not form a part of the audit function, but we shall discuss the Company’s accounting policies with you, particularly in any problem areas, and we may propose adjusting entries for your consideration.

ELECTRONIC AND OTHER PUBLICATION OF AUDITORS’ REPORT
Our audit report on the financial statements should not be published or distributed other than accompanied by the full financial statements to which it relates. We acknowledge that as Management of the Company you may wish to publish the Company’s financial statements and the auditor’s report on the Company’s website or distribute them to shareholders by means such as e-mail.  Your responsibilities concerning the preparation, dissemination and signing of the financial statements do not change simply because the financial statements are reproduced or distributed electronically; it is your responsibility to ensure that any such publication property presents the financial information and any auditors’ report.

By giving our consent to the issue of our opinion with the financial statements on the website we do not accept any duty of care and deny any liability beyond our statutory duties as auditors.
You are responsible for the controls over and the security of the website and, where applicable, for establishing and controlling the process for electronically distributing annual reports and other financial information to shareholders and to the Registrar of Companies.  We remind you that the examination of controls over the maintenance and integrity of the Company’s website is beyond the scope of the audit of the financial statements.  Accordingly, we accept no responsibility for any changes that may have occurred to the financial statements since they were initially presented on the website.
REPORTING TO THE THIRD PARTIES

Our audit report is intended for the benefit of those to whom it is addressed.  In those circumstances, we will not, in giving our audit opinion, accept or assume responsibility (legal or otherwise) or accept liability for or in connection with any other purpose for which our audit report may be used, or to any other person to whom our report is shown or into whose hands it may come, and no other persons shall be entitled to rely on our audit report.

RELEASE AND INDEMNIFICATION

The ABC LTD. by executing this letter, agrees to indemnify and hold harmless R.K. Jangid & Associates from all third party claims, damages, liabilities and costs other than those resulting from our willful misconduct or negligence. The contract formed by this engagement letter when accepted by the Management shall be governed by and construed in accordance with the Indian law and it is hereby irrevocably agreed and accepted that the courts of Mumbai, India shall have exclusive jurisdiction to settle any claim, difference or dispute resulting from our willful misconduct or negligence.
In no event shall R.K. Jangid & Associates be liable for any loss, damage, cost or expense arising in any way from fraudulent acts, miss-representations or willful default on the part of ABC LTD., their directors, employees or agents.
SAFEGUARDING SERVICE

It is our desire to provide you at all times with a high quality service to meet your needs.  If at any time you would like to discuss with us how our service to you could be improved or if you are dissatisfied with any aspect of our services, please raise the matter immediately with the engagement leader responsible for that aspect of our services to you.  If, for any reason, you would prefer to discuss these matters with someone other than the engagement leader,  In this way we are able to ensure that your concerns are dealt with carefully and promptly.  We undertake to look into any complaint carefully and promptly and to do all we can to explain the position to you.
We will not be prevented or restricted by virtue of our relationship with you, including anything in this engagement letter, from providing services to other clients.  Our standard internal procedures are designed to ensure that confidential information communicated to us during the course of this assignment will be maintained confidentially.

DATA PROTECTION

In connection with this engagement letter, each party will comply with and warrants that it has complied with all applicable data protection and privacy legislation and regulations in any relevant jurisdiction.

You agree that we may share your confidential information and personal data with any firm within the PricewaterhouseCoopers global network of member firms (or more generally to support our office administration and management) on the understanding that we shall ensure that all appropriate confidentially obligations and technical and organizational security measures are in place to prevent any unauthorized or unlawful disclosure or processing of such information and data and the accidental loss or destruction of or damage to such information and data.
INDEPENDENCE REQUIREMENTS

Independence rules impose restrictions on our audit engagement team members subsequently being employed by an audit client.  You should be aware that if, within a period of two years from the date of our audit report, you or any of the entities whose audits form the subject of this letter employ any R.K. Jangid & Associates audit team member in a position which could influence the Company’s accounting policies or the content of its financial statements, then this may represent a threat to our independence so significant that we may be required to resign our audit appointment.

ACKNOWLEDGEMENT AND ACCEPTANCE

Once it has been agreed, this letter will remain effective, from one audit appointment to another, until it is replaced. We should be obliged if you would confirm in writing your agreement to the terms of this letter by signing and returning the enclosed copy.  If you wish to discuss the terms of our appointment further before replying, please let us know.
Yours faithfully,

R. K. Jangid & Associates

Chartered Accountants

Firm Registration Number 111110W
__________________________________________________________________________

The terms of this engagement are accepted on behalf The ABC LTD. who represents that he is authorized to accept these terms on behalf of The ABC Ltd.

Signed …………………………………………….
Name ……………………………………….

Date ……………………………………………

Designation ……………………………….
_____________________________________________________________________________   
FOR R.K. JANGID & ASSOCIATES

CHARTERED ACCOUNTANTS

PARTNER
Place :  Mumbai

Date  :  
