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Preface
Before diving into the study material, it's crucial to familiarize yourself with

the following guidelines to optimize your learning experience. 

1.Glossary for Abbreviations : The study notes contain numerous abbreviations that may initially
seem confusing. To alleviate this, we've compiled a comprehensive glossary that elucidates each
abbreviation and its corresponding full form. You can download this reference file by clicking here.

2.Conceptual Clarity : Grasping the underlying concepts can sometimes be challenging, affecting
your ability to remember the material. Should you encounter difficulties, our YouTube channel
offers videos designed to simplify and expedite your learning process.

3.One Keyword, One Topic : It may sound unconventional, but our unique methodology enhances
your learning by associating a single keyword with an entire topic. This approach fosters a kind of
photographic memory, enabling you to recall and review the subject matter without constantly
referring to your notes.
To explore our "One Keyword, One Topic" videos, click here.

4.Retention and Reproduction : While understanding a concept is crucial, the ability to retain and
subsequently reproduce that knowledge in the CA exams is what truly counts.
Be warned—poor retention could jeopardize your performance, leaving you adrift in the turbulent
waters of ICAI examinations.

If you require further assistance with your study techniques or any other aspect, 
don't hesitate to contact us.

You can instantly reach out via WhatsApp by clicking this icon, or join our Telegram
group to pose questions that could also benefit your peers.

https://www.youtube.com/playlist?list=PLJb88JMEbEkRhMv-nhkvkVuo4gWBP5jFm
https://acumencrafters.com/wp-content/uploads/2023/10/Glossary-Abbreviations.pdf
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10.0

CHAPTER 10 – Company Audit 

Eligibility, Qualifications and  Disqualifications of an Auditor 

Qualification  as Individual  u/s 141(1) Eligibility as Firm u/s 141(2)

Only if CA Firm – majority partners practising 

Qualified - appointment - firm’s name  

Including LLP Only CA partners – act 
& sign - firm’s behalf  

Disqualification u/s 141(3) + Rule 10 CAAR, 2014

Body corp. – 
other than LLP Person / firm – DI bs. r/s 

Hold sec. of / int. in co. Indebted > 5 L Guarantee / sec. – 3rd person indebtness > 1 L

FV < 1 L If > - corrective action – 60 days 

O/e of co. Partner / emp. Person/ his 
relative/ partner 

Relative Full time emp. elsewhere / holding 
appointment as A’r >20 co. 

Convicted – offence – fr. & 
10 yrs X elapsed

Render service u/s 144 
– DI 

 Sec 139(6)→ ) Other than govt. co.

A’r not to render certain services u/s 144

Allowed services Vacation u/s 141(4)

Only – 
approved by
BOD AC

Disqualification – 
after appointment 

Advisory 
Banking 

A/cting & book 
keeping 

Internal 
audit

Design & 
implement - FI Actuarial   

Inv. Outsourced 
fin. Mgt. Other

Prohibited services 

Appointment  of  A’r

Appointment of 1st  A’r

Failure by 
C&AG

By BOD - 
next 30 days 

Failure by 
BOD

Inform 
members

60 days @ 
EGM

Sec 139(6)→ other than 
govt. co.

Hold office -conc. of 1st AGM

By BOD within 30 days - DoR 

Failure -  inform members
Members -  within 90 days @ EGM 

*

Appointment in case of 
govt. co.

GC / other co. - owned / 
controlled by CG / SG(s) / partly

By C&AG within 60 days

**

Appointment @ 1st AGM Ind./ firm Hold office – conc. of 
6th AGM

Thereafter, conc. of 
every 6th AGM

Cntd. on next page 

Director Emp. of co. →  director / 
key mgt. personnel

Appointment of 1st  A’r

Appointment of subsequent  A’r

Vacate office → 
casual vacancy

Appointment of Subsequent A’rs



10.2

 Sec 139(6)→ Govt. co.

Within 180 days – commencement of FY 

Appointment by C&AG GC / Other co. – owned/ 
controlled by CG/ SG(s)/ partly

Hold office → 
conc. of AGM #

Manner provided – 
sec 139(5) & (7)

Pts to be noted in this regard 

Before Appointment 

Written consent + 
certificate 

Appointment 
acc. conditions 

? satisfy criteria 
– sec 141

Per 
terms
Within 
limit

Ind./ firm – X disqualified 

Proposed  appointment  

List of proceedings pending 
w.r.t prof. matter of conduct 

– true & correct 

Certificate to state

Vacancy  before expiry of term due to 

Death Disability Removal Resignation Disqualification Total reconstruction of firm

Filling  of  a  Casual  Vacancy

BOD → 30 
days 

If result of 
resignation 

Appointment – approved 
by co. @ GM

3 months of 
recommendation of board #

Meaning 

Co. →  A/cts audit by C&AG appointed A’r C&AG → 30 days If fails, BOD → next 30 days 

Casual vacancy by resignation 

Statement in 
form ADT - 3

Statement 
with C&AG Penalty 

File within 30 days 
with co. & 
registrar

GC → reasons  
& other facts - 

relevant to 
resignation

Other imp. prov. regarding 
appointment of A’r

If fail, 50,000/ rem. of A’r

Continuing failure, 500/ 
day, - max. 2L

Retiring A’r re-appointed @ 
AGM if

less
X 

disqualified

X notice 
in writing 

- 
unwilling

X  A’r appointed / re-appointed 

X SR 
passed – 
appointing 
other A’r

Co. →  other than co. - a/cts audit by C&AG appointed A’r

existing – continue 

Inform about appointment 

Co. → A’r

File notice with registrar - 15 
days of meeting – appointed 
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Rotation of A’r – 139 (2)

Pts. merit consideration (proviso)

On date of appointment 

X  firm  - common partner(s) 
→ firm – tenure expired 

Appointed for 5 years

Co. below limit, but public borrowings / deposits ≥50 cr. 

Right 

Co.→ 
remove A’r 

A’r → 
resignX prejudiced

Every co. – comply req.

All unlisted public co.  - PUSC ≥ 10 cr.

All Pvt. ltd. co. - PUSC ≥ 50 cr.

Applicability of sec. 139 (2) 

Audit firm 
> 2 term

Rotation of A’rs – sec 139 (3)
Rotate  - intervals 

resolved by members
Audit conducted by > 1A’r

Power of CG as to rotation 
– sec. 139(4)

Prescribe manner

Manner of rotation of A’rs by co. on expiry of term

Rule 6, CAAR 2014 – prescribed manner 

AC recommendations 
By 

members 
in AGM

To BOD → name – 
replace incumbent A’r

If co. req constitute AC → BOD – 
consider recommendation 

Period of office held prior to 
act commencement

Incoming A’r / audit firm 

Take into A/c – calculate – 
5/10 consecutive yrs.

X eligible if associated – 
outgoing – under same network

If X AC, BOD – consider 
matter & recommend 

Joint A’rs 

Co. appoint ≥ 2 ind./ firms / 
combination thereof

Rotation → both / all → X 
complete term – same yr.

Audit firm → auditing partner & team

After 3 yrs – 
commencement 

of act

Prd. X 
later 

than 1st 
AGM 
date 

Prd. 
specified 

u/s 
96(1)

Ind. > 1 
term 5 

consecutive 
yrs

Restrictions of sec. 139 (2) 

X listed co. / co. 
mentioned  above, 

appoint / re–
appoint as A’r  

No ind./ firm→ eligible – re-appointment 
same co. – 5 yrs – completion of term

https://acumencrafters.com/workshops-and-webinars/
https://acumencrafters.com/workshops-and-webinars/
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Prov. Relating to AC

Applicability of sec 177 → constitution of AC

All appointments + filling 
casual vacancy  

Take A/c – AC 
recommendations 

Functions of AC Consist - co’s directors 

Min. 3 with independent 
- majority 

Recommend 
appointment + 
terms & rem.

Review & 
monitor

Examine 
FSt’s & 

AR

Better std’s 
of corp. 

governance 

Independence & performance Effec. - A. process

PUC ≥ 10 cr.
T/o ≥ 100 cr.

O/s loans / deposits ≥ 50 cr.  

Classes of co. – 
constitute AC 

Listed public co.
All public co.

Manner & proc. of selection & appointment of A’r  

Rule 3, CAAR 2014 – prescribe manner 

AC constituted Call for info.

Yes 

No

AC
Board

Take into consideration 
– qualification & 

experience  
? commensurate 

size & req.
Proposed A’r deem fit 

Recommending A’r name Board agrees

AC
Yes 

No

AC to BOD for consideration 
BOD to members in AGM

Board disagrees

Refer back to AC for reconsideration 

Cite reasons for disagreement

Send own recommendation to 
members in AGM

Record reasons - disagreement

Non – consideration by AC of 
original recommendations

BOD 

If BOD agree AC recommendations 
– place matter - consideration

Duration of office

Conc. of AGM – 
appointed till 

conc. of 6th AGM

Include Exclude

Expense incurred 
by A’r i.c.w. audit 

Rem. paid  - other 
service rendered @ co.’s 

request 

Sec 142 → fixed in GM

BOD fix – 1st A’r appointed 

Rem. in add. to fee payable 

Further 
recommend to 

members in AGM

A’rs rem.

Click Icon to Connect with us                       Explore Website                   Join Telegram Group For notes, Videos 

                          Updates and Offers  

Click Icon to Connect with us                       Explore Website                   Join Telegram Group For notes, Videos 

                          Updates and Offers  

Click Icon to Connect with us                       Explore Website                   Join Telegram Group For notes, Videos 

                          Updates and Offers  

http://www.acumencrafters.com
http://www.acumencrafters.com
https://t.me/AuditbyProf
https://t.me/AuditbyProf
https://api.whatsapp.com/send/?phone=919803000444&text=Hi%2C&type=phone_number&app_absent=0
https://api.whatsapp.com/send/?phone=919803000444&text=Hi%2C&type=phone_number&app_absent=0


10.0

Removal of A’rs

Removal before expiry of terms

Application to 
CG 

Special resolution – sec 
140(1) When 

After prev. approval of 
CG

Form ADT–2 
+ Fees 

Opportunity of 
being heard  

App.→ 30 days  -  
board’s resolution 

GM → 60 days  - receipt of 
approval of CG – passing SR

Before removal - 
ROBH

Liability 

Firm →  firm & 
every partner (s)

Act – fraudulent 
manner/ collude – fr.*

Safeguard independence 

Strict conditions – 
prior approval of CG

Direction by tribunal in case A’r acted in fraudulent manner 

Sec 140(5) – tribunal Suo moto
App. → CG/ person concerned 

Satisfied A’r D/1 - *
By order, direct co. – change A’rs

If app. by CG & tribunal 
satisfied - change req. 

15 days – order  - X 
function as A’r & CG 

appoint another

Non - eligibility of A’r Against whom final order passed X for 5 yrs – date of order & liable u/s 447

Proc’s for appointment  of A’r other than retiring – sec 140(4)

Curtailing right of A’r regarding circulation 

Certificate from A’r Full time emp./ 
person / partner 

Firm of A’rs

Before appointment 

X result in excess holding 
over limit in sec. 141(3)(g)

If hold appointment > 20 co.

X eligible 

Specified no. of co.’s – 
for every partner 

X full time emp. elsewhere 

Limit – 20/ 
person 

Ceiling on no. of audits 

Tribunal satisfied rights abused 

Appoint other than retiring   

App. - co. / 
aggrieved person 

Copy WR X sent 
& X read out 

Curtailing right of 
A’r regarding 

circulation 

When

Special notice for 
resolution  WR by retiring A’r Copy of WR not send 

Retiring X re-appointed 

Except  - completed 
consecutive tenure – 5/10 yrs

On receipt of notice Unless rec. too late

Notice of 
resolution to 

members – state 
– WR made

Send copy to every 
member → whether 

before/ after 
receipt of WR 

Rec. too late / co.’s 
default 

Read WR out @ 
meeting

Copy to retiring A’r
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Council gen. guidelines, 2008 ( Ch VIII )

Prof. misconduct Specified no. – firm 
Specified no. – partner 

elsewhere

Deemed guilty if hold > specified no. For every partner For all firms together X exceed  - 
in aggregate

Total ≤ specified no. in 
aggregate Computing specified no. of A. assignments Maintain records 

If partner / firm 
accept ≥ 1 in 

Ind. 
Capacity 

Name of 
proprietary 

firm

Take A/c

No. of 
assignments, 

accepted singly / 
in combination

No. of 
partners on 
acceptance 

date 

X Take A/c

CA – full 
time emp. 
elsewhere

Assignments accepted 
by him / firm of CA’s / 

partner

His 
name

As partner of 
other firm

Ceiling on no. of tax 
assignments u/s 44AB 

Specified no. – accept as ind./ 
partner → 60 

Guilty – prof. misconduct →If 
accept > 60 

Powers/ rights of A’rs 

Right to obtain info. & explanation from officers

A’r det. what necessary @ RO/HO

If branches → extend 
- branch records 

X known from examination of books

Amt. collected 

Benefits in kind 
derived 

By 
directors 

If power X 
– X details

A’r – decide matters – info. req.

If X provided / denied access

Remedy – 
report 

members 
– X 

obtain

#

Right to access books & vouchers

@ all times – books @ RO/ other place 

Entitled – require from officers – info./ 
explanation → necessary – perform duty #

X restricted – BOA 

Right to attend GM, rec. notices & 
be heard Right to report to member of co. on A/cts examined 

Rec. all notices & other comm.

Heard – any part – concern A’r 

Report after taking a/c State in report, FSt’s – T&F view 

Prov. AS & 
SAs

Matters req. 
in AR 

State - co’s 
affairs 

P/L & 
cash flow 

Other 
matters 

Right to lien 

On books & doc’s in possession 
for non – payment of fees 

ICAEW – similar view 
on conditions 

Doc. X rec. – irregular / 
illegal means  

Sec. 128, BOA kept @ RO

Impracticable – possess  

Legally, A’r 
exercise right 

Belong to 
client 

In possession on 
client’s auth.

Co. client – 
BOD auth.

Only if 
work done 

Fees X 
paid 

Impracticable – legal & practical constraints 

Co. – reasonable 
facility – inspection 

Retain 

Cntd. on next page 
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X ques. of lien 
Unless specified by L/R → A. Doc. - A’rs 

property  

@ discretion – portions to clients X undermine validity – work / 
independence 

SA 230 & SQC - 1

WP – property of A’r

Duties  of   A’r

Duty to inquire on certain matters Opinion of research committee  

Properly secured Terms – prejudicial – 
co. int. 

Trans. repr. by book ent. – prejudicial 

Co. – X inv. / banking co. – assets (shares 
deb. & other sec.) sold < price purch.

Loans & adv. – shown as deposits

Personal exp. – charged to revenue a/ct  

Sh. allotted for cash – rec.  If X, ? position in books & B/sheet correct, regular & X misleading  

A’r X report matters 143(1) → unless 
special comments 

If satisfied inquiry – X duty to report 
satisfied  

Report to members – answer adverse 

Loans & adv. made on basis of sec. 

Inquire & apply 
mind – decide 
– reference 
needed or X 

Content AR - remain same 

Duty to sign AR – sec. 145 Duty to comply SAs - sec. 143 (9)

Sign AR / certify other doc. – acc. 141 (2)

141 (2) → firm + LLP - A’r 

Only CA partners auth. to sign 

Qualifications / comments → adverse effect – read out in GM 

143 (10) – CG pres. SA’s 

Recommended by ICAI in consultation & 
after exam. NFRA recommendations 

Duty to report – 143 (3)

Report to members Report on T & F view & matters pres.

A/cts examined & FSt’s – laid in GM 

Take A/c – prov. of act, AS & SA’s & 
matters in AR

Disclosed impact – 
pending litigations 

Prov. for mat. 
foreseeable losses 

Delay – transfer 
amt. - IEPF

https://acumencrafters.com/ekalavya-inter-audit-fast-track-batch-hinglish/
https://acumencrafters.com/ekalavya-inter-audit-fast-track-batch-hinglish/
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AR also state 

Sought & obtained info. BOA Reported branch a/cts B/sheet + P & L A/ct.

AS’s Observations / comments 

Necessary – purpose 
of audit 

If X, details & effect

Proper 

Rec. – branches X visited 

Returns adq. for 
purpose of audit 

Audited – other than 
co. A’r – sent & 
manner – dealt

Agree BOA & returns 

FSt’s comply ? Fin. trans. / matters → 
adverse effect - 

functioning
Appointment - u/s 164 (2) Reservation / adverse 

remarks – maintenance 
of a/cts & other matters 

BOA kept

Director disqualified Qualification 

Adequacy of IFC’s 

W.r.t. FSt’s & opr. effec. of IFC’s  

Non – applicability →  Pvt. Co.

Small Co. OPC Co. – T/o < 50 cr & aggregate borrowings < 25 cr

Other matters prescribed Rule 11, CAAR 2014 – prescribe → include in AR 

AR also include views & comments on 

Pending litigations Provision Delay 

Mgt. representation 

Disclose impact – 
fin position 

Made for mat. foreseeable losses on 
long term + derivative contracts Transfer amt. – IEPF 

Adv’d / loaned / invested by co. to / in 
other person (s) + intermediaries 

Intermediary – # D / I lend / invest / provide 
guarantee, sec. – on behalf ultimate beneficiaries 

Based on AP’s – nothing – notice – cause believe – sub–clause (i) & (ii) – MMSt

With understanding *With understanding *

Rec. by co. from any person (s) + 
funding parties  

**
Co. - #

No funds

Compliance w.rt 
dividend 

Declared / paid during 
yr – comply sec. 123

Feature – record audit trail 

X tampered & preserved  

Opr. Throughout yr. 

Step by step sequential record 

Ev. – doc. History of fin. 
trans. to source 
Help trace trans.

A’r – St. ? rem. to directors 

Acc. Prov. 143 In excess - limit 

“Report on other L/R req.” in AR

A/cting software Audit trail Co. (amendment) Act, 2017 → sec. 197 (6)
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X duty - A’r subject to – contravened → 
reason – reporting matter – if good faith 

Duty to report on frauds 

Reporting to CG – sec. 143 
(12) & rule 13 (CAAR, 2014)

Reporting to AC / 
board 

Disclosure in boards 
reports -  143 (12)

Safeguards fr. reporting done in good faith – 
sec 143 (12)

Mutatis mutandis app.

If A’r – reason to believe fr. – 
ind. amt. ≥ 1 cr committed by 

o/e’s 

Report CG – time & manner 
pres.

Fr. < specified amt. 

Report – time & 
manner pres. 

Co., A’r – report fr. to 
AC / board but X CG 

Cost & secretarial A’r 

Perform duty u/s 148 & 
204 

Fine 

Also report – 
matters – fr. 
pt. (xi) para3, 
CARO 2020 

Failure 

Listed co. → 5L

Other co. → 1L 

Reporting under CARO, 2016

Duty to report on any other matter specified by CG Duty to state reason for qualification / -ve 

CG, in consultation – NFRA direct 

For class / desc. of co’s specified AR – includes st. on matters specified 

Sec 143(4) – matters in AR 

Reporting under CARO, 2020

Issued by Requirements Sec 143 (11) → Powers & CARO 
2016 supersession Applicability 

Non – applicability 

Commencement Obligation of A’r  

CG, after 
consultation – 

committee 
constituted – 
sec 143 (11)

Supplemental – 
existing prov. CG, after consultation – NFRA – 

constitute u/s 132 
Every co. + foreign co. 

u/s 2 (42)
X limit duties & 

resp. of A’r Only st. included in AR 

Banking co. Ins. co. OPC u/s 62 & small 
co. u/s 2 (85)

PUC & reserves 
upto 1 cr

Pvt. Ltd. Co. – X subsidiary / 
holding of public co. 

O/s borrowing 
upto 1 cr T/o upto 10 cr

Date – publication – official gazette Every report u/s 143 contain 
matters specified Order X apply – CFS 

Nature + desc.
Amt.

Parties 

Remedial action

Details – rule 13(4)
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Matters to be included in AR 

Records of FA, PPE / intangible assets, title deeds & 
proceedings – clause (i)

Records of inventory & working cap.

Proper records – full particulars 

+ quantitative details 
& situation – PPE Intangible assets 

# If yes, - properly dealt?

Title deeds – immovable property - co’s name 

Revalued PPE / intangible assets, if so

Holding benami property If so, app’tly disclosed details ?

Proceeding – initiated / pending 

Sanctioned WC > 5 cr, in 
aggregate, from banks / fin. ins. – 
on basis – sec. of current assets

Quarterly returns / st. filed – banks 

Agree BOA, if X → details 

PPE -   physically verified by mgt. & ? discrepancies *

Valuation – registered valuer  

Specify change, if ≥ 10%

If X, details 

Records of loans 

Inv., guarantee / sec., loans / adv. to co’s, firms, 
LLP’s / other parties 

Loans / adv. – nature of loans / guarantee / sec. – 
provided 

If yes → aggregate amt. & o/s bal 

To subs., JV & associates To other parties 

Inv., guarantees, sec. T&C – X prejudicial 

Compliance – sec. 185 & 
186 

Cost records 

If X, details 
Specified u/s 148 by 

CG - ? made & 
maintained 

Deposits 

Loans & adv. In nature of loans 

Sch. of repayment – stipulated ? 

Regular or X 

If amt. overdue > 90 days – state 
& ? reasonable steps taken 

Fallen due → renewed / extended 
or fresh loans – settle overdue 

$ if so, specify 
aggregate amt. & 
% age to total 

loans 

Repayable on demand / X specify 
terms / period – repayment $

Accepted / amt’s deemed – deposits 

If X, nature of contravention – state 

If order – CLB / NCLT / RBI → complied?
Cntd. On next page 

? directives issued by RBI & prov. sec 73 – 
76 / other – complied ?

→ #*→ #*
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Trans. X in BoA

Default in repayment 

Co. – regular in depositing undisputed stat. dues 

Loans / other borrowings / int.→  if yes, period & amt. 

Declared wilful defaulter by bank

If dues of income tax / GST – X deposited → 
dispute 

If X, extent – arrears – last day of FY for prd. > 
6m – date payable 

Amts. & forum – due pending – mention 

Surrendered / disclosed as income – tax ass. 

If so, ? prev. unrecorded – recorded 

Funds – short term – used – long term purpose 

If yes, nature & amt.

Raised loans during yr on pledge of sec. held S, JA 

If so, details & report – default repayment 

Statutory dues 

Fraud by co. / officers 

Preferential allotment / pvt. placement 

If so, req. sec 42 & 62 complied ?

If not, details – amt. & nature – N-C

Noticed / reported 

If yes, nature & amt. 

Report u/s 143(12) – filed – 
form ADT 4

Considered whistle – blower 
complaints 

Nidhi Co. 

Complied – net owned funds 
to deposits ratio – 1:20

Maintain 10% unencumbered 
term deposits 

Default – if so, details 

Money raised applied to purpose raised for 

Cntd. On next page 

Related party trans. Non – cash trans.Internal audit sys.

Comply sec. 177 & 188 & 
req. details disclosed 

With directors / 
persons connected  

If so, sec 192 prov. – 
complied 

Commensurate size & 
nature – bs. 
Reports of IA 

considered by S. A’rs 

Registration u/s 45 IA of 
RBI 

Req. & obtained 

? co. conduct NBF / HF act. 
without valid CoR

Co. - CIC

If so, continue fulfill criteria 

Exempted / unregistered 

Group > 1 CIC → indicate no.

Term loans – applied – purpose raised 

If X, amt. diverted & purpose 

Term loans – applied – purpose raised 

If X, amt. diverted & purpose 

Taken funds – entity / person → meet obligations S, JA 

If so, details + nature & amt.

IPO / FPO / terms loans 

If X, details + delays / default & subsequent 
rectification 

IPO / FPO / terms loans 

If X, details + delays / default & subsequent 
rectification 

Cash losses

Incurred FY & 
immediately 
preceding FY

State amt.

Resignation of 
stat. A’r 

Taken into 
consideration – 

issues, 
objections / 

concerned raised  

No mat. Uncertainty 

On basis → fin. ratios, ageing & 
expected dates of realisation / 

payment / A’rs knd. / mgt. plans 

Co. – capable – meet liab. – as & 
when fall due within prd. of 1 yr 
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In CARO reports – included in CFS 

If yes, details of co. & para no. – contain 

Qualification / adverse remarks

Reasons to be stated for 

unfavourable / qualified ans.
No Opinion

AR state reasons 

Indicate fact + reasons 

Unfavorable / qualified 
ans. to above

Disclosure in AR  

AS – 1 → disclosure of A/c P. Specific exemption 

N-C by enterprises X 
governed by Co. Act 

Disclosure, X SM of A. Qualification 

Proper disclosure – change A/c P. 
– X made 

Given but fact X disclosed 

Member – mention in AR

A’r consider different 
circumstances – AR qualified/ 

only disclosure given 

A/cts – X accrual basis 

GC assumption – X followed & 
fact X disclosed 

X subject matter of 
qualifications * X subject matter of 
qualifications *

Make in AR – manner – clear - X 
constitute qualification

A’rs op. para – X reference → para- 
aforesaid dosc.Member- disclose in AR →   *Member- disclose in AR →   *

Consider - ? qualification necessary 

Examine 

In case of enterprises X governed by co. act 

Statute & qualify - 
disc. A/c P. X made 

Fundamental a/cting 
assumptions – followed  

Meaning 

Expert job. - difficult – accomplish ind. 

Pooling resources & expertise > 1 firm  Share – total work 

Joint Audit 

Members qualify AR

A/c P. req. disclosure – X disclosure 

Members qualify AR

A/c P. req. disclosure – X disclosure 

Transfer of amt.

Other than ongoing projects → transfer unspent amt. to 
fund – sch. VII – within 6m in compliance – 135 (5)

Remaining unspent – ongoing project → special a/ct in 
compliance – 135(6) 

Staff dev.

Carry work

Advantages 

Share – 
expertise 

Mutual 
consultation  $ Workload Quality – 

performance 
Improved 
services 

MNC’s → local 
firms expertise  

$ Cost Sense of healthy competition 

Disadvantage 

Displacement 
of A’r

Share 
fees 

Psychological 
problem 

Superiority 
complex 

Co - ord 
problem 

Common concern 
- neglected 

Uncertainity - 
liab. of work done 

Statute - X disc.

Qualification / disclosure in 
AR

Consider materiality 

AJ – X mat. – X qualifications
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SA 299- special considerations- audit by JA’rs 

In dev. Joint A. plan, J A’rs should 

Identify division 
– A. Areas Reporting obj. Comm. sig. factors- 

direct ET’s efforts 
Result of preliminary 

eng. act. 
NTE of resources 

necessary 

EP/ other key ETM – 
involve in planning 

Jointly est. 
overall A.St. 

Discuss of dev. 
Joint A. plan  

Each consider & assess 
RoMM & comm.

Obtain common eng. 
letter & MRL

Work allocation doc. signed by all & 
comm. TCWG

Discuss & doc. NTE of AP’s → common 
& specific alloted areas 

Jointly & severally resp. Comm. matters prior 
A. completion 

FSt’s  A. report comply 
stature req., SA’s 
& pronouncements 

Relevant – areas of 
resp.- other JA’rs & 

deserve attention/ req. 
disc./ discussion / app. 

– judgement 

Comm. in writing 

Issue 
Common AR Separate A. Report 

Disagreement – 
op./ other matters

Each others AR’s 

Decision – 
by all under 
A. Planning 

Matter brought 
to notice by 

one & 
agreement

Each JA – resp. only for work allocated + proper execution of AP

Make reference 

Comply 
statute req. 

P & D - 
FRF

Work X 
divided 

Audit of Branch Office A/cts Sec 128(1),Co. Act, 2013

Place of keeping BOA Deemed compliance Duties & power Audit of branch office A/cts 

Pres. - 143(8) w.ref.t. 
branch & branch A’rs 

Co. A’r/ A/ctant / other 
person qualified 

Branch office o/sd India 

By appointed A’r / other 
person qualified 

Duties & power – as pres.On accrual basis & acc. 
double entry sys. 

@ RO - BOA & other books 
& papers & FSt’s

Including BO(s) & explain 
trans. effected @ both 

Proper BOA - kept 
@ that office 

Summarized returns 
periodically sent by 
BO to co. @ RO

Report submission & reporting Fr.Rule 12, CAAR, 2014

Co. A’r Extend to branch A’r 
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SA 600→ makes clear – certain situations 

Rely upon work

   Examine BOA & other records *   Examine BOA & other records * Unless special circumstances 
→ visit component /  *

Unless special circumstances 
→ visit component /  *

Other’s work – adq.  

Discussions Specific assignment 

AP’s applied / review 
written summary   Pr. A’r - Proc’s 

Advise other A’r of use 
made - work & report & 

suff. arrangements - 
co-ord. of efforts 

Inform

Matters - special 
consideration 

Proc’s – identification – 
inter - component trans.

Timetable – 
completion 

Advise – sig. A/cting, 
auditing & reports req. & 
obtain repr. – compliance 

Visit 

Other A’r

NTE of Proc’s 

Knd.→ Enhance – 
review – prev. work 

Depend – 
circumstances - eng. 
& Pr. A’rs – knd. – 
prof. competence – 

other A’r

Right to visit components Proc’s to obtain SAAE 

Understanding & rapport 

Understanding – role of 
other A’r & Co’s A’r i.r.t. audit – branch A/cts & co. as whole 

Rapport – b/w A’rs 
→ effec. audit 

Using work of another A’r 

Cost Audit 

Meaning 

A. process- verify cost- 
man./  production – 

any article

On basis – a/cts – 
utilisation – mat, 
labour/ other items 

Audit u/s 148 Applicability for maintenance 
of cost records → Rule 3

Sectors 

Particulars – utilisation 
– include in books 

Engaged in production/ 
providing services 

T/o ≥ 35 cr - immediately 
preceding FY

Include foreign co. u/s 42

Divide co.

CG by order specify 
audit of items of cost

In add. audit u/s 143

Overall annual T/o – 
all G&S ≥ 50 cr.

Regulated Non-
Regulated 

Applicability 
of Cost Audit 
→  Rule 4

Regulated sectors Aggregate T/o ind. G&S ≥ 25 cr.

Overall annual T/o – 
all G&S ≥ 100 cr.

Non- regulated sectors Aggregate T/o ind. G&S ≥ 35 cr.

Exclude – micro & small ent.

CRAR – pres. Co. – 
include records, app. – 

cost audit & maintenance 
of records, etc. 

CG to pres. classes of co. 
under CRAR, 2014
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Form CRA - 1

Maintenance of cost records → Rule 5

Regular basis CARO, 2020 → Clause (vi), para 3 Appointment 

Every co. + all 
units & branches – 

each FY

Facilitate calculation per 
unit cost of production/ 
opr., sales & margin → 
each product & act. 

Report 

Maintenance 
specified by 
u/s 148(1)

A/cts & 
records - made 
& maintained 

Monthly / quarterly / half 
- yr / annual

Within 180 days – FY 
commencement

Eligible & X disqualified 

Satisfy criteria - sec 141 

Appointment within limits 

Ind. / firm 

Duration 

Till expiry 
– 180 
days – 

FY 
closure

Removal of cost A’r 

Before expiry of 
term

Board resolution – 
ROBH & record 

reasons – writing 

Form CRA-2 → file 
– CG – intimate 

appointment 
Prov. X 

prejudice – 
right to resign

Enclose - Board’s 
resolution

Due to resignation / death / 
removal

Fill – BOD → 30 days & 
inform CG – Form CRA-2 → 

30 days - appointment

Casual Vacancy in office of  
Cost A’r

Cost A/ctant- appointed by board 

Rem.- det. by members 

X person – appoint u/s 139 → 
appoint – conduct cost audit 

Comply – cost SA’s 

List of proceedings pending w.r.t prof. 
misconduct – disclosed – true & correct 

Cost A’rs certificate Inform of appointment 

Electronic 
mode – 
form 

CRA-2 + 
fee 

Notice 
with CG 

Before appointment

Who can be cost A’r

Rem. of Cost A’r

Req. to constitute AC Not required 

Board appoint – ind, cost 
a/ctant / firm - on 

recommendations of AC  

Also recommend rem.

Board appoint & rem. *Board appoint & rem. * Applicable to A’r → apply cost A’r 

Qualification, disqualification, 
rights, duties & obligations 

Considered & approved by 
BOD 

Ratified by sh. holders * Ratified by sh. holders *

Co. duty → give all assistance & 
facilities 

Audit cost records

Written 
consent

Certificate

earlier
180 days-  FY 
commencement 

30 days of 
board meeting

submit 
– 

report

If you will like us to create a  video on Any Topic that you may find complex – Submit Query on           or If you will like us to create a  video on Any Topic that you may find complex – Submit Query on           or If you will like us to create a  video on Any Topic that you may find complex – Submit Query on           or 
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Punishment For Contravention  - Sec 147

To Co. → 147(1)

If 139 - 146 
contravened # 

Min. 25 K Max. 5 L

 # 

Imprisonment → Max. 1 yr       

Fine 

Min. 10 K Max. 1 L

Both 

Min. 25 K

Max. 5 L
Less

4 times 
rem.

To A’r – Monetary penalty → 147(2)

Contravene – 134, 143, 144, 145

Fine Fine

Contravened knowing / willfully – intention 
to deceive 

Punishment to A’r - Monetary penalty 
→ 147(2) 

Imprisonment 
– extent 1 yr 

Fine 50k – 
extend – 25 L 

8 times 
rem. 

Lower

A’r to refund rem. etc .→ 
147(3)

Pay for damages to co. / 
auth. / etc.

Loss →  incorrect / 
misleading st.

CG to ensure prompt payment 
of damages →  147 (4)

By notification, specify 
stat. body / auth / etc.

Body, – after payment → 
file report with CG

To BOD To CG 

Submission of Cost Audit Report 

Particularly reservations / 
qualification 

30 days – date of receipt 

Furnish report + full info. 
& explanation on every 

reservations / qualification

Form CRA-4 → XBRL format 
→ manner specified + fees 

Extension - AGM 

File Form CRA-4 
– resultant 

extended prd. 

Further info.

If CG op. → 
necessary → call 
for & co. furnish 

within time 

Along with reservations / 
qualifications → Form CRA-3

BOD – consider & examine 

Forward report → 180 
days- FY closure 

Duty to report on fraud 

Prov. - 143(12) – apply 
mutatis mutandis

Cost audit rules X apply in 
certain cases 

Co. cover – Rule 3 & 

Rev. from exports > 
75 % total rev.

Opr. - 
SEZ

Generate elec. for 
captive consumption

Cost A’r – punishable 
– sec 147 (2)-(4)

Penal prov. in case of default 

Co. & every officer – 
punishable – sec 

147(1) 

Liab. in case of 
audit firm →  147(5)

Of Partner(s) & Firm

Criminal Liab.

Whether civil / criminal Of partner(s) concerned & firm 
jointly & severally 

i.r.o liab. other than 
fine Only concerned partner(s) - liable 

To officer →147(1)
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