COMPANIES AUDITOR’S REPORT ORDER


Applicability

It shall apply to every company including a foreign company as defined in Sec 591 of the Act, except the following :-  
1) Banking Company as defined in clause (c) of section 5 of the Banking Regulation Act, 1949. 
3) Insurance Company as defined in clause (21) of section 2 of the Act. 
4) A Company licensed to operate under section 25 of the Company Act.
5) CARO will not be applicable if all the below conditions are satisfied together:- 
a) Private limited company, and
b) paid up capital & reserves is 50 lacs or less, and
c) Outstanding loan from Banks or Financial Institutions is 25lacs or less, and
d) Turnover is 5 crores or less.

The Companies (Auditor’s Report) Order, 2003 (CARO, 2003) was issued in June 2003 and came into force on the 1st day of July 2003. The Government’s notification notifying the Companies (Auditor’s Report) (Amendment) Order, 2004 clarifies that the Amendment Order would be effective from the date of its publication in the Official Gazette; i.e., November 25, 2004. Therefore, all audit reports issued on or after November 25, 2004 are required to comply with amendments contained herein read with the Companies (Auditor’s Report) Order, 2003 of June 12, 2003.
Further, the Order requires that every report made by the auditor under section 227 of the Act on the accounts of every company examined by him to which the Order applies, for every financial year ending on any day on or after the commencement of this Order, shall contain matters specified in paragraphs 4 and 5 of the said Order. This implies that the auditor’s report, on accounts in respect of financial year ending on or before 30th June 2003, even if issued on or after 1st July 2003 is not required to contain report on matters specified in the CARO, 2003. However, the auditor’s report, in such cases, should include a statement on matters specified are:-

	Sr. No.
	Particulars
	
Details

	i.
	Fixed Assets.
	1. Maintenanceof Fixed Assets Register.
2. Disposalof Substantial part of Assets? Whether affects Going Concern? SA570
3. Proper Records and QuantitativeDetails.
4. Physical Verificationof Fixed Assets.

	ii.
	[bookmark: _GoBack]Inventory.
	1. Maintenance of proper Recordof inventory.
2. Method followed for valuationof inventory.
3. Change in Method of valuationduring the year.
4. Effecton accounts due to such change.
5. Physical verification of inventory.

	iii.
	Loans & Advances.
	1. Nature and Amountof loan granted.
2. Amount of interestcharged and rate of interest.
3. Whether proper steps for Recovery of Principal and interest on Loan taken?

	iv.
	Internal control System.
	1. Whether adequateinternal control system applied?
2. Weaknessesin internal control system should be Reported.

	v.
	Transactions with Parties Referred in Section 301 of Companies Act, 1956.
	1. Particularsof contracts and arrangements.
2. Reasonablenessof transactions.
3. Nature and Amount of transactions.

	vi.
	Deposits with Public.
	1. Followance of application provisional norms.
2. Reportingon Contravention of the same.

	vii.
	Internal Audit System.
	1. Criteria for applicability of Internal Audit System followed?
2. Whether adequate Internal Audit System maintained.

	viii.
	Cost Accounting Record.
	1. Maintenance of Cost recordsas per rules.

	ix.
	Statutory Dues.
	1. Regularityin Depositing undisputed statutory dues and other taxes.
2. Reportingon not deposit of undisputed statutory dues.

	x.
	Loss Accumulated.
	1. Company in existence for more than5 years, if having accumulated lossmorethan50%of its net worth, these should be reported. 
2. And whether it has incurred cash lossesduring immediately preceding financial year.  

	xi.
	Repayment of Dues.
	1. Whether Default in repayment?
2. Periodand Amount of Default in repayment. 

	xii.
	Loans & Advances Against Security of Pledge of Shares, Debentures.
	1. Whether adequate documents and recordsof the same maintained.

	xiii.
	Chit Fund\ Nidhi Funds\Mutual Benefits Funds.
	1. Whether Applicable provisionsduely complied with. 

	xiv.
	Proper Records of trading in shares.
	1. Whether proper recordsof the same maintained.

	xv.
	Guarantee Loans.
	1. Whether company hasprovidedany guarantee?
2. Nature and Amountof said guarantee.
3. Disclosure   of Guarantee. 

	xvi.
	End use of Funds.(own funds)
	1. Whether end use of Money is done for the same purposefor which loan is granted?

	xvii.
	Application of Short term loan for Long terms purpose.
	1. Is there any applicationof short term loan for Long term Purpose?
2. Nature and amount of said application.

	xviii.
	Preferential Allotment.
	1. Whether preferential allotment made?
2. Price and reasonablenessof the said allotment.

	xix.
	Security\ Charge
	1. Whether security or charge has been createdon debentures issued?
2. Nature and amount of charge created.

	xx.
	End use of Money raised from Public.
	1. Disclosure and verificationof the same by the Management.
2. Used for the purpose for which money is taken.

	xxi.
	Fraud.
	1. Whether any fraud notices during the reporting period?
2. Should it be Reported?
3. Nature and Amountinvolved in the fraud should be reported.
4. Whether Company’s Fundamental Assumptionviz. Going Concern would be affected due to said fraud should be reported.





