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TO APPOINT OR RE-APPOINT AN AUDITOR

 

 

A. A.   Appointment of the first auditor :

 

1. 1.                 Convene a Board Meeting after giving notice to all the directors of the company as per section 286 within one month of the incorporation of the company and pass a resolution appointing the first auditor of the company to hold office till the conclusion of the first Annual General Meeting and fixing his remuneration.

 

2. 2.                 If the Board fails to do so within one month after the incorporation of the company hold a General Meeting by issuing notices at least twenty one days before the date of general meeting with relevant explanatory statement after fixing up the date, time, place and agenda by convening a Board Meeting and pass Ordinary Resolution appointing the first auditor.

 

3. 3.                 If a General Meeting is held for this purpose then forward promptly to the Stock Exchange with which the shares of your company are listed, three copies of the notice and a copy of the proceedings of the General Meeting.

 

4. 4.                 Intimate the auditor immediately about his appointment.

 

B. B.   Appointment of the retiring auditor :

 

1. 1.                 In case of any appointment to be made in respect of any financial year, get a written certificate from the auditor to the effect that the appointment, if made, will be in accordance with the limits specified in Section 224(1B).

 

2. 2.                 Convene an Annual General Meeting after issuing notice at least twenty one days before the meeting along with relevant explanatory statement and pass an Ordinary Resolution in the Annual General Meeting appointing the retiring auditor and fixing his remuneration, the notice of the said meeting should contain the said agenda.

 

3. 3.                 Forward three copies of the notice and a copy of the proceedings of the Annual General Meeting to the Stock Exchange with which the shares of your company are listed.

 

4. 4.                 In the case of a company in which not less than twenty five per cent of the subscribed share capital is held whether singly or in combination by (a) a public financial institution or a Government Company or Central Government or any State Government, or (b) any financial or other institution established b an Provincial or State Act in which a State Government holds not less than fifty one per cent of the subscribed capital, or (c) a Nationalized Bank or an Insurance Company carrying on general insurance business, the appointment or reappointment of an auditor at each Annual General Meeting shall be made by a Special Resolution.

 

5. 5.                 Intimate the auditor of his appointment within seven days.

 

6. 6.                 The Auditor has to inform the concerned Registrar of Companies in Form No.23B about his accepting or refusing the appointment within one month of the receipt of intimation of his appointment.

 

7. 7.                 No fee is required for filing this form.

 

8. 8.                 File the Special Resolution with the Explanatory Statement in Form No.23 with the concerned Registrar of Companies within thirty days of its passing after paying the requisite fee as prescribed under Schedule X to the Companies Act, 1956, either in cash, postal order, or treasury challan.

 

 

C. C.   Appointment of a branch auditor other than that of the company’s auditor :

 

1. 1.                 Convene a Board Meeting after giving notice to all the directors of the company as per section 286 to fix up the date, time, place and agenda of a General Meeting to pass an Ordinary resolution to the effect that the accounts of a particular branch of the company be audited by a particular auditor other than the company’s auditor.

 

2. 2.                 Issue notices at least twenty one days before the General Meeting and hold the General Meeting and pass the Ordinary Resolution and appoint the branch auditor or authorize the Board to appoint him in consultation with the company’s auditor.

 

3. 3.                 Forward to the Stock Exchange with which the shares of your company are listed, promptly three copies of the notices and a copy of the proceedings of the General Meeting.

 

4. 4.                 In the case mentioned in item 2 consult the company’s auditor for appointing the branch auditor and then appoint him in a Board Meeting.

 

General Note :

 

1. 1.     In all the above cases, an auditor should be a person who fulfils the qualifications mentioned in Section 226.  However, in case of a foreign branch, its auditor may also be an accountant duly qualified to act as an auditor of the accounts of the branch office in accordance with the law of the foreign country concerned.

 

2.  The auditor has to report on certain additional matters, as contained in the Manufacturing and Other Companies (Auditor’s Report) Order, 1988. 
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TO REVISE THE REMUNERATION OF STATUTORY AUDITOR.

 

 

1. 1.                 Convene a Board Meeting after giving notice to all the directors of the company as per section 286 to take the decision of increasing the remuneration of the statutory auditor and to fix the date, time, place and agenda of the General Meeting.

 

2. 2.                 Issue notice at least twenty one days before the date of the General Meeting proposing the Ordinary Resolution with suitable Explanatory Statement for increase of the remuneration of the statutory auditor.

 

3. 3.                 Hold the General Meeting and pass the Ordinary Resolution.

 

4. 4.                 Intimate the statutory auditor regarding such increase of remuneration.

 

5. 5.                 Forward promptly to the Stock Exchange with which the shares of your company are listed, three copies of the notices and a copy of the proceedings of the General Meeting.

TO CHANGE THE AUDITOR OF YOUR COMPANY

 

 

1. 1.                Receive special notice from member of your company, indicating intention to move a resolution for changing the existing auditor of the company and for appointing another auditor in his place in the ensuing Annual General Meeting.

 

2. 2.                See that this special notice is received by the company not less than fourteen days before the Annual General Meeting, exclusive of the day on which the notice is served or deemed to be served and the day of the meeting, and also that this special notice complies with the requirements of section 188 of the Act.

 

3. 3.                Send forthwith a copy of the aforesaid notice to the existing auditor of your company.

 

4. 4.                Get a written certificate from the proposed auditor to the effect that the appointment, if made, will be in accordance with the limits specified in section 224(1B).

 

5. 5.                Issue notices at least twenty one days before the date of the Annual General Meeting stating about the special notice and proposing the Ordinary Resolution for change along with relevant explanatory statement.  State in the notice the fact about representations, if any, made by the auditor concerned and enclose the copy of the representation.  If the representations could not be sent along with the notice for being received late, send the same later on.

 

6. 6.                Incase it is not possible to state about the special notice in the notice of the Annual General Meeting, then inform the members either by advertisement in a newspaper having an appropriate circulation or in any other mode allowed by the Articles of Association of the company not less than seven days before the meeting.

 

7. 7.                Forward three copies of the notice to the Stock Exchange with which the shares of your company are listed.

 

8. 8.                Hold the General Meeting and pass the Ordinary Resolution.  The resolution required is Ordinary resolution except as provided in section 224A.  If the representations were not sent to members earlier for the reason that they were received too late or because of default of the company, read out the same in the meeting if the auditor concerned so requires.  The auditor concerned has also the right to be heard at the meeting.  But in certain circumstances, the Company Law Board can exempt the company from sending or reading out the representations on the application either of the company or of an of the persons who claims to be aggrieved. 

 

9. 9.                Forward a copy of the proceedings of the General Meeting to the Stock Exchange with which the shares of your company are listed.

 

10. 10.           Promptly notify to the Stock Exchange with which the shares of your company are listed of the change of auditors.

 

11. 11.           Send intimations thereof to the newly appointed auditor within seven days.

 

12. 12.           The new auditor has to inform the concerned Registrar of companies in Form No.23B about his accepting or not accepting the appointment within a month from the receipt b him of intimation of his appointment.  No fee is required for filing this form.
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TO REMOVE THE AUDITOR OF YOUR COMPAN BEFORE THE EXPIRY OF HIS TKERM OF OFFICE.

 

 

1. 1.                 Convene a Board Meeting after giving notice to all the directors of the company as per section 286 to approve the draft of the application to be sent to the Central Government for sanctioning the removal of the auditor.

 

2. 2.                 Make an application to the Regional Director of the concerned region seeking approval of the removal of the auditor before the expiry of his term.

 

3. 3.                 The application must be addressed to the concerned Regional Director, Kanpur or Calcutta or Bombay or Madras, as the case may be, depending on its jurisdiction on the particular region in which the company’s registered office is situated, and must state the reasons in detail for the removal of the auditor and it must be accompanied by the following documents:--

 

i) i)                  A certified true copy of your company’s Memorandum and Articles of Association.

 

ii) ii)                A treasury challan or demand draft evidencing the payment of the requisite fee prescribed under the Companies (Fees on Applications) Rules, 1968.

 

iii) iii)             Reasons for removal of the auditor before the expiry of the term.

 

4. 4.                 dIf the application fee is paid by way of treasury challan, then pay the requisite fee of minimum Rs.50/- and maximum Rs.500/-, as the case may be, in cash and as prescribed by the companies (Fees on Applications) Rules, 1968, by way of treasury challan prepared in triplicate and paid into any of the specified branches of the Punjab National Bank for credit under the head of account, “Major Head 104—Other General Economic Services—Regulation of Joint Stock Companies—Fees realized b the Central Government on application made to it under the Companies Act, 1956”.  Two copies of the treasury challan will be given back to the depositor by the said branch of the bank and the original copy should be filed along with the application made to the concerned Regional Director.

 

5. 5.                 If the application fee is paid b way of demand draft, then draw the demand draft in favour of the Pay and Accounts Officer, Department of company Affairs, payable at city where the concerned Regional Director is situated and the said demand draft should be attached to the application made to the concerned Regional Director.

 

6. 6.                 Deliver a copy of the application to the concerned Registrar of companies, for information.

 

7. 7.                 On receipt of approval, convene a Board Meeting after giving notice to all the directors of the company as per section 286 to fix the date, time, place and agenda of the General Meeting where the auditor will be removed, and also another auditor will be appointed in his place.

 

8. 8.                 Issue notices at least twenty one days before the date of the General Meeting along with the relevant explanatory statement and hold the General Meeting and remove the auditor b passing an Ordinary Resolution, and appoint new auditor in his place.

 

9. 9.                 If the shares of your company are listed on a recognized Stock Exchange, then do the following:--

 

i) i)                  Forward to the Stock Exchange three copies of the notice of the meeting issued to the shareholders.

 

ii) ii)                Forward to the Stock Exchange a copy of the proceedings of the General Meeting.

 

iii) iii)             Notify promptly to the Stock Exchange the removal of the auditor.

 

10. 10.            Deliver to the concerned Registrar of Companies a copy of the order of approval.  

 

TO APPOINT OR REAPPOINT A COST AUDITOR (SECTION 233B)

 

 

1. 1.                 Upon receipt of the order of the Central Government under section 233b(1) DETERMINE THE NAME OF THE cost Auditor at a Board Meting convened after giving notice to all the directors of the company as per section 286 and pass a resolution sanctioning the proposal for making the application to the Central Government to appoint a cost auditor.

 

2. 2.                 Obtain a written certificate from the cost auditor to the effect that the appointment, if made, will be in accordance with the provisions of section 224(1B).

 

3. 3.                 Obtain the approval of the Central Government for appointing the cost Auditor as determined in item 1 above, by making an application to it in Form No.23C.

 

4. 4.                 Get the application signed by any director, managing or whole time director, manager or the secretary of your company.

 

5. 5.                 Send along with the application a receipted treasury challan or demand draft evidencing the payment of requisite fees, prescribed under the companies (Fees on Applications) Rules, 1968.

 

6. 6.                 If the application fee is paid b way of treasury challan, then pay the requisite fee of minimum Rs.50/- and maximum Rs.500/- as the case may be, in cash and as prescribed by the Companies (Fees on Applications) Rules, 1968, by way of treasury challan prepared in triplicate and paid into any of the specified branches of the Punjab Bank for credit under the head of account, “Major Head 104—Other General Economic Services—Regulation of Joint Stock Companies—Fees realized by the Central Government on application made to it under the Companies Act, 1956”.  Two copies of the treasury challan will be given back to the depositor and the original copy of the treasury challan should be attached to the application made to the Central Government mentioned in item 3.

 

7. 7.                 If the application fee is paid by way of demand draft, then draw the demand draft in favour of the Pay and Accounts Officer, Department of Company Affairs, New Delhi, and payable at any bank located in New Delhi, and the said demand draft should be attached to the application made to the Central government mentioned in item 3.

 

8. 8.                 Deliver to the concerned Registrar of Companies a copy of the application together with a copy of all the documents attached to it.

 

9. 9.                 Hold another Board Meeting after giving notice to all the directors of the company as per section 286 to pass Resolution and appoint the Cost Auditor.

 

10. 10.            Give intimation to the Auditor about the appointment.

 

11. 11.            Deliver a certified true copy of the Central Government’s approval to the concerned Registrar of Companies.

 

12. 12.            See the cost auditor so appointed / reappointed is not the statutory auditor of the company as appointed under section 224(3) and he should also not be a person falling under sub-sections (3) and (4) of section 226.

 

13. 13.            This appointment of Cost Auditor applied only where the Central Government has prescribed maintenance of cost records under section 209(1)(d) and direct under section 233-B that the audit of the cost accounts be conducted.

TO APPOINT AN INTERNAL AUDITOR UNDER SECTION 227(4A)

 

 

1. 1.                 Verify the following before taking the decision of appointing an internal auditor:--

 

i) i)                  Whether your company is engaged in one or more of the following activities mentioned in clause 1(2) of the Manufacturing and Other Companies (Auditor’s Report) Order, 1988, namely:--

 

a) a)    manufacturing, mining or processing;

 

b) b)    supplying and rendering services;

 

c) c)     trading; and

 

d) d)    the business of financing, investment, chit fund, nidhi or mutual benefit societies.

 

ii) ii)                Whether your company being engaged in any of the above mentioned activities comes within the scope of the definitions given in clause (2)(a) to (h) of the same order.

 

2. 2.                 Convene a Board Meeting after giving notice to all the directors of the company as per section 286 and appoint the internal auditor and fix his remuneration by passing a resolution.

 

3.     Intimate the internal auditor so appointed.
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TO APPOINT AN AUDITOR IN CASUAL VACANCY UNDER SECTION 224(6)(a)

 

 

1. 1.                 Verify whether the vacancy in the office of the auditor is caused by the resignation of the auditor.

 

2. 2.                 If not, then hold a Board Meeting after giving notice to all the directors of the company as per section 286 and pass a resolution appointing an auditor to fill the casual vacancy and fix his remuneration.

 

3. 3.                 Obtain a written certificate from the auditor to the effect that the appointment, if made, will be in accordance with the limits specified in section 224(1B)

 

4. 4.                 See that the auditor so appointed in casual vacancy holds office until the conclusion of the company’s next Annual General Meeting.

 

5. 5.                 Intimate the auditor appointed in casual vacancy immediately.

 

6. 6.                 See that till the Board fills up the casual vacancy, the remaining auditor or auditors of the company, if any, act.
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TO APPOINT AN AUDITOR IN A VACANCY CAUSED BY THE RESIGNATION OF AN EXISTING AUDITOR.

 

1. 1.                 Convene a Board Meeting after giving notice to all the directors of the company as per section 286 and fix the date, time, place and agenda for holding a General Meeting to pass an Ordinary Resolution to appoint an auditor in a vacancy caused by resignation of the existing auditor.

 

2. 2.                 Obtain a written certificate from the auditor to the effect that the appointment, if made, will be in accordance with the limits specified in section 224(1B).

 

3. 3.                 I) Issue notices at least twenty one days before the date of the General Meeting with suitable Explanatory Statement.

 

4. 4.                 See that the auditor so appointed holds office until the conclusion of the next Annual General Meeting of the Company.

 

5. 5.                 Intimate the auditor so appointed.

 

6. 6.                 See that till the auditor is so appointed in the General Meeting remaining auditor or auditors of the company, if any, act during the continuation of such vacancy.

 

7. 7.                 Promptly forward to the Stock Exchange with which the shares of your company are listed, three copies of the notices and a copy of the proceedings of the General Meeting.
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DO YOU HAVE A CASE WHERE A SPECIAL AUDITOR IS APPOINTKED UNDER SERCTION 233A

 

 

1. 1.                 See whether you have received an order of the Central Government directing a special audit of the company’s accounts for such period or periods as may be specified in the order.

 

2. 2.                 The Central Government may also by a separate or the same order appoint a Chartered Accountant or the company’s Statutory Auditor as the Special Auditor.

 

3. 3.                 See that the special auditor holds office for such period or periods as may be specified in the Central Government’s order and has same powers and duties in relation to the special audit as an auditor of the company under section 227.

 

4. 4.                 Convene a Board Meeting after giving notice to all the directors of the company as per section 286 and pass a resolution to pay as determined by the Central Government the expenses of and incidental to any such special audit conducted by the special auditor appointed under the order of the Central Government.

 

5. 5.                 Intimate the statutory auditor regarding his appointment as a special auditor if the Central Government by order under section 233A(1) appoints him as the special auditor.

 

6. 6.                 On receipt of the report from the special auditor, the Central Government shall send to the company after four months of such receipt either a copy of or relevant extracts from the report with its comments thereon and require the company either to circulate it to the members or have it read at the General Meeting.

 

7. 7.                 On receipt of such comments, circulate it among all the members of the company after getting it printed.

 

8. 8.                 See that such comments are also read at the next General Meeting.  

