THE COMPANIES ACT, 2013
CHAPLER X

AUDIT AND AUDITORS

SECTION 139: APPOINTMENT OF AUDITOR

1.

Appointment of Auditor in AGM

Tenure: Till the conclusion of sixth AGM.

Provided that it should be ratified in every AGM

Written Consent and certificate from Auditor shot
[Refer Rule 4 Companies (Audit and Auditors) @

Abovementioned certificate 51} ) eria provided in sec.
141

ppointment and shall also file
a notice with ROC within 15 ule 3 Companies (Audit and

Auditors) Rules, 2014]

LISTED COMPA ED COMPANIERefer Rule 5 Companies
ot appoint or re- appoint

Provided that
be partne
financial ye

partner of the proposed audit brmthe date of appointment should
audit firm whose tenure has exipin the immediately preceding

Existing companies which are required to complyhwiite provisions of this act shall
comply with the requirements of this act within aripd of 3 years from the
commencement of this act.

The right of the company to remove the auditor eefmlmpletion of tenure and right
of the auditor to resign from the office are abs®hot affected by virtue of this
section.

Subject to the provisions of this act, membershef tcompany may resoh&efer
Rule 6 Companies (Audit and Auditors) Rules, 2014]
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- The time period of rotation of auditing partner and team within the audit
firm appointed by them.

That the audit shall be conducted by more thandit@u

C.G. may make rules to prescribe the manner in hvb@mpanies shall rotate their
auditor in pursuance of above sub section 2.

Explanation: For this chapter, “Firm” shall includ&P incorporated under LLP
Act, 2008.

In case of

Govt. Company

Company owned and controlled, directly and indiyg

C.G. or S.G. or partly by C.G. and S.G.

C&AG shall appoint auditor for the financi
under this act within a period of 180 days fro € f financial year
(Tenure: Till the conclusion of AGM).

APPOINTMENT OF FIRS PANY OTHER HAN
GOVT. COMPANY

AUDITOR IN CASE OF GOVT. COMMY,
CONTROLLED, DIRECTLY AND IDIRECTLY,
TLY BY C.G. AND S.G.

If CRAG t appoint than BOD shall appointhiit next 30 days.
If BOD fails to appoint than inform to members

Members will appoint within 60 days in EGM (Tenui&ll the conclusion of First
AGM).

FILLING OF CASUAL VACANCY IN THE OFFICE OF AUDITORSWHERE
THE AUDITOR IS NOT APPOINTED BY C&AG

By BOD within 30 days where casual vacancy is 13ch aesult of resignation.
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If it is caused by resignation than BOD shall reomend the auditor and it should be
approved in GM within 3 months of recommendatidrenure: Till the conclusion of
Next AGM).

FILLING OF CASUAL VACANCY IN THE OFFICE OF AUDITORSWHERE
THE AUDITOR IS APPOINTED BY C&AG

By C&AG within 30 days.

If C&AG does not fill than BOD shall fill the vacag within next 30 days.

9. Subject to the provisions of sub-section (1), &ingt auditor may be reappointed at

an AGM if-

- he is not disqualified for reappointment

- he has not given his unwillingness to be reapp 0 company
and

10. A SR has not been passed at meeting to app itor ernot to reappoint
the retiring auditor.

Where at any AGM, no au ting auditor
shall continue to be the audit@

11. If company is required to ¢ s 177, than all appointments
including filling of casual vé e the recommendation of audit
committee.

SECTION 110: / S OF AUDITOR AND

GIVING OF SPECIAL

1.

approval of CG in the prescribednmer [Refer Rule 7
Provided ditor should be given a reasonajyertunity of being heard before
taking any

2. In case of resignation, auditor shall fill a staggnin the prescribed forfiiRefer Rule

8 Companies (Audit and Auditors) Rules, 2014] to
- Company and

- ROC

Within 30 days of resignation.

In case of companies referred in section 139(8}testent shall also be filled with
C&AG.
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Statement should indicate the reason and others fasflating with regard to
resignation.

In case of non compliance of sub section (2), audihall be punishable with fine
which may be between Rs.50,000 to Rs.5,00,000.

Special notice shall be required for a resolutivparasAGM for
- Appointing a person other than retiring auditor

- Providing expressly that a retiring auditor shalt he reappointed

Except as provided in section 139(2).

On receipt of notice of such a resolution, compstmgl| f
to the retiring auditor.

d a copy thereof

Where retiring auditor makes a representati aeedi nable length)
with regard to notice received with the requesidat [ ompany shall,
unless the representation is received by.i @t it

- send a copy of the r ti : memb#reocompany to whom
notice of the meeting .i hether before derathe receipt of the
representatio

e to his right to beahd orally) require that the
read out at the meeting.
filed with the Registrar

Pro
abused by the
aggrieved
need not t

al is satisfied that rightenferred in this sub section are

ditor, on an application madedher by the company or any other

, than the copy of representated mot to be sent to members and
ead out in the Meeting.

Without prejudice to any action under the provisiai this Act or any other law for
the time being in force, if tribunal is satisfiedat auditor has acted, directly or
indirectly, in a fraudulent manner or abetted dtuzted in any fraud than it can direct
company by order to change its auditor.

Tribunal can do so either suo motu or an applicatiade to it by CG or any
concerned person.

If application is made by CG and the tribunal isfied that change in auditor is

required than it shall order within 15 days thaitstrg auditor shall not function as
auditor and CG may appoint another auditor in lase
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If any final order is passed under this sectiortriipunal against auditor then he shall
not be eligible to be appointed as an auditor gf @mpany for a period of 5 years
from the date of passing of order and the audhatl lso be liable for action u/s 447.

In case of a firm, the liability shall be of thenfi and that of every partner or partners
who acted in a fraudulent manner or abetted oudelll in any fraud by, or in relation
to, the company or its director or officers.

SECTION 141: ELEGIBILITY. QUALIFICATION AND
DISQUALIFICATION OF AUDITOR

1.

Only a CA is eligible to be appointed as a audifocompany.
Further a firm whereof majority of partners praictegc in India are qualified for
appointment as an auditor by its firm name.

In case a firm is appointed as an auditor of thapa gartners who are

CA can act and sign on behalf of the firm.

Persons not eligible to be appointed as an au
- Body Corporate other than LLP
- Officer and employee

- a person who is a
employee of the com

e empknnof an officer or
rity of or interest in the compar its subsidiary,
sociate company or a subsydof such holding

Relative ma d security or interest in the compaf face value not
ding

debted to the company, or its subsidiaryt®holding or associate
pany or a subsidiary of such holding companyexoess of such
ount as may be prescribed

. has given a guarantee or provided any securitypimection with the
indebtedness of any third person to the companyts@ubsidiary, or
its holding or associate company or a subsidiaryswéh holding
company, for such amount as may be prescrifRefer Rule 10
Companies (Audit and Auditors) Rules, 2014].

- A person or firm who, whether directly or indirgGtlhas business relationship
with the company, or its subsidiary, or its holdiogassociate company or
subsidiary of such holding company or associatepamy of such nature as
may be prescribed
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- a person whose relative is a director or is inghwloyment of the company
as a director or key managerial personnel;

- a person who is in full time employment elsewhera person or a partner of
a firm holding appointment as its auditor, if sysrsons or partner is at the
date of such appointment or reappointment holdpgpatment as auditor of
more than twenty companies;

- a person who has been convicted by a court of famaé involving fraud and
a period of ten years has not elapsed from theafatech conviction;

- any person whose subsidiary or associate compaagyoother form of entity,
is engaged as on the date of appointment in congdhd specialized services
as provided in section 144.

4. If after appointment auditor incurs any of the disltfic ntioned in this

2. Above remuneration will be 4
of expenses but shall not i

made are prejudicial to the interests of the commanits members;

I transactions of the company which are sgmted merely by book
entries are prejudicial to the interests of the gany;

- where the company not being an investment compamylk@anking company,
whether so much of the assets of the company asstai shares, debentures
and other securities have been sold at a priceghessthat at which they were
purchased by the company;

- whether loans and advances made by the company bese shown as
deposits;

- whether personal expenses have been charged twesaecount;
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- where it is stated in the books and documentsetttimpany that any shares
have been allotted for cash, whether cash haslchesen received in respect
of such allotment, and if no cash has actually beemeceived, whether the
position as stated in the account books and trenbalsheet is correct, regular
and not misleading.

Provided that the auditor of the holding compamgiishiso have right to access books
of account to the records of all its subsidiarieso far as it relates to the consolidation
of its financial statements with that of its sulbmitks.

Auditor shall make a report to members on the atisoexamined by him and on
every financial statements which are required tdaime down before the company in
GM, that the said accounts, financial statements gitrue ang falr view of the state
of the company’s affairs as at the end of its fmahyear
flow for the year and such other matters as mayrescribe

The above report shall be made after consie is Act, the
accounting and auditing standards and mat A included in
the audit report under the provisions of this ereunder or under
any order made under sub- sectlon [ 3 i rmation and
knowledge|[Refer Rule 11 Co i

elief weeeessary for the purpose

which to the best of f
[ eof angl d¢ffect of such information on

of his audit a
the financi

er books of accounteapiired by law have been

as appears from his ievadion of those books
guate for the purposes adudg have been received

der'sub-section (8) by a person otherttiacompany’s auditor has
to him under the proviso to that subeseand the manner in which

- whether the company’s balance sheet and profit@slaccount dealt with in
the report are in agreement with the books of agtand returns;

- whether, in his opinion, the financial statemerdamply with the accounting
standards;

- the observations or comments of the auditors oanfiral transactions or
matters which have any adverse effect on the fanictg of the company;

- whether any director is disqualified from being ainped as a director under
sub-section (2) of section 164,

Page 7 of 12



10.

- any qualification, reservation or adverse remal&tireg to the maintenance of
accounts and other matters connected therewith;

- whether the company has adequate internal finaooiatrols system in place
and the operating effectiveness of such controls;

- such other matters as may be prescribed.

Where any matter under this section is answerategative or with a qualification
that report shall also include the reasons therefor

In case auditor is appointed by C&AG and directhsaaditor the manner in which
the accounts of the Govt. company are requirecetadwlited then such auditor shall
submit a copy of audit report to C&AG which shaitlud directions issued by
C&AG (In addition to the above matters), the actiake and its impact on
the accounts and financial statement of the compan

- Conduct supplementary audit of the uch person or

Provided that the comments ' G on audit report shall be
sent to every person entitle cial statements u/s 136(1) and
shall also be placed before t

e Comptrolad Auditor-General’s (Duties,
Act, 1971, shpply to the report of such test

e of foreign branch, auditan be Company’s auditor or any
nder this act or any oftemnson duly qualified to act as an
auditor of th ccounts of the branch office inoadance with the laws of that

country.

The duties and powers of the company’s auditor watierence to the audit of the
branch and the branch auditor, if any, shall bdérsascmay be prescribed.

Provided that branch auditor shall prepare a reporthe accounts of the branch
examined by him and send it to the auditor of thegany who shall deal with it in
his report in such manner as he considers neced&efier Rule 12 Companies
(Audit and Auditors) Rules, 2014]

Every auditor shall comply with the auditing startta

The Central Government may prescribe the standafr@siditing recommended by
the ICAI, in consultation with and after examinatiof the recommendations made by
the National Financial Reporting Authority.
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11.

12.

13.

14.

15.

Provided that until any auditing standards arefieoti any standard or standards of
auditing specified by the Institute of Charteredcéuntants of India shall be deemed
to be the auditing standards.

Audit report shall include statement on such matéer may be specified in general or
special order issued by the Central Governmentoimsgltation with the National
Financial Reporting Authority.

If auditor during the conduct of audit has reasmiélieve that an offence involving
fraud is being or has been committed against thgpeny by officers or employees of
the company then he shall immediately report thiéen#éo the Central Government
within such time and in such manner as may be pbest[Refer Rule 13

Companies (Audit and Auditors) Rules, 2014].

Auditor of a company shall not be regarded as fat
duties by reason of his reporting the matter reféto in st
in good faith.

ened any of his
) if it is done

The provisions of this section shall mutatis m
, ice C i section'148; or
' taudit under section

204.

IF any auditor, Cost accou
the provisions of sub i

egretapractice do not comply with
hajpir@shable with fine which may be

implementation of any financial inforimiatsystem;
- actuarial services;

- investment advisory services;

- investment banking services;

- rendering of outsourced financial services;

- management services; and

- any other kind of services as may be prescribed.
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Auditor cannot provide the above mentioned seryida®ctly or indirectly, to the
company or its holding company or subsidiary conypan

Auditor or audit firms providing non-audit servicea or before commencement of
this act shall comply with the provisions of thexgon before the closure of the first
financial year after the date of such commencement.

Explanation.—"directly or indirectly” shall includeendering of services by the
auditor,—

0] in case of auditor being an individual,
either himself or through his relative or

any other person connected or associated with isultvidual or through any
other entity, whatsoever, in which such individh ificant influence or
control, or whose name or trade mark or brandé individual;

(i) in case of auditor being a firm,
either itself or through any of its partne
through its parent, subsidiary or asso other entity,
whatsoever, in which the firm o )G five s significant
influence or controlgor whose and | by the firm

Only auditor of the company shal 3(0] or sign or certify the any other
document.

Auditor of the compa
by authorized represe¢
shall have right to.h
as the auditor.

be entitled to geticmbf any GM and attend it by himself or
ative who shall also qealito be the auditor of the company and
eard at such meeting onpantyof the business which concerns him

SECTION 117: PUNISHMENT FOR CONTRAVENTION

1. Contravention of Sections 139 to 146
Company: Fine Rs. 25,000 t03380,000.
Officers in default: Imprisonment 1 Year
Fine Rs. 10,000 to Rs. 1,00,000.
Or both.

2. Contravention of Sections 139, 143, 144 or145 [iitau
- If acted in a good faith then punishable with fiRe 25,000 to Rs. 5,00,000.
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- If contravened knowingly or willfully with the intgion to deceive the
company or its shareholders or creditors or tahaities then punishable
with imprisonment for 1 year and with fine which ynae in between Rs.
1,00,000 to Rs. 25,00,000.

3. If auditor has been convicted under sub sectionh@}hall be liable to—
0] refund the remuneration received by him to the camypand
(i) pay for damages to the company, statutory bodiesitbrorities or to any other
persons for loss arising out of incorrect or midleg statements of particulars

made in his audit report.

4, The Central Government shall, by notification, sfyeany s
or an officer

ory body or authority

- for ensuring prompt payment of damages to the ersons under

clause (ii) of sub-section (3) and

- after payment of damages to such co
CG.

eport with the

thedit fi as or have acted in a
gy, or in relation to or by, the
2r civil or criminal as provided

5. If it is proved that the partne
fraudulent manner or abetted

SECTION 1418:
ITEMS OF COSE

MENT TO SPECIFY AUDIT OF
ERTAIN COMPANIES

1. f such class of canegeengaged in the production of
services as may becpbed, direct that particulars
of material or labour to other items of cost as may be
pe included in the books afoant kept by that class of
companies.
CG shall, issuing such order, consult vitnh¢oncerned regulatory authority.
2. If the Central Government is of the opinion thatisinecessary to do so, it may, by
order, direct to get audit of cost records , whach covered under
- Sub section (1)
- have a net worth of such amount as may be prescribe
- turnover of such amount as may be prescribed.
3. Cost audit shall be conducted by Cost Accountaptractice who shall be appointed

by BOD and remuneration shall be determined by nezmb
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Statutory auditor cannot be appointed as cost @udit

Cost Auditor shall comply with the cost auditingrstiards.

[Refer Rule 14 Companies (Audit and Auditors) Rules, 2014]

Cost audit shall be in addition to Statutory audit.

The qualifications, disqualifications, rights, digi and obligations applicable to
Statutory auditors under this Chapter shall, saamay be applicable, apply to a cost

auditor.

It shall be the duty of the company to give allistssice and facilities to the cost
auditor.

Report on the audit of cost records shall be subhib t

Company shall within 30 days from the date
furnish the Central Government with such
explanation on every reservation or qualificati

audit report
ation and

If after considering informati | i the opinion that any
further information or exp : all for such further
information and explanation.

Company shall furnish the s [ menamsy be specified by the
Government.

If any default is i e prawiss of this section,—

(@) m ficer of the company w# in default shall be

er ed in sub-sections (2) to (4) ofice 147.
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SANDEED CHATURIDEDD
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