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ANSWER -1
ANSWER -A

(a) As per Section 143 (2) of Companies Act , 2013 Right to report to the members of the
company on the accounts examined by him - The auditor shall make a report to the
members of the company on the accounts examined by him and on every financial statements
which are required by or under this Act to be laid before the company in general meeting and
the report shall after taking into account the provisions of this Act, the accounting and
auditing standards and matters which are required to be included in the audit report under
the provisions of this Act or any rules made there under or under any order made under this
section and to the best of his information and knowledge, the said accounts, financial
statements give a true and fair view of the state of the company’s affairs as at the end of its
financial year and profit or loss and cash flow for the year and such other matters as may be
prescribed.

(b) Right to obtain information and explanation from officers - This right of the auditor to
obtain from the officers of the company such information and explanations as he may think
necessary for the performance of his duties as auditor is a wide and important power. In the
absence of such power, the auditor would not be able to obtain details of amount collected
by the directors, etc. from any other company, firm or person as well as of any benefits in kind
derived by the directors from the company, which may not be known from an examination of
the books. It is for the auditor to decide the matters in respect of which information and
explanations are required by him. When the auditor is not provided the information required
by him or is denied access to books, etc., his only remedy would be to report to the members
that he could not obtain all the information and explanations he had required or considered
necessary for the performance of his duties as auditors.

(2*2 = 4 MARKS)
ANSWER -B

Permission of Central Government for Removal of Auditor Under Section 140(1) of the
Companies Act, 2013: Removal of auditor before expiry of his term i.e. before he has
submitted his report is a serious matter and may adversely affect his independence.

Further, in case of conflict of interest the shareholders may remove the auditors in their own
interest.

Therefore, law has provided this safeguard so that central government may know the reasons
for such an action and if not satisfied, may not accord approval.

On the other hand if auditor has completed his term i.e. has submitted his report and
thereafter he is not re-appointed then the matter is not serious enough for central government
to call for its intervention.

In view of the above, the permission of the Central Government is required when auditors are
removed before expiry of their term and the same is not needed when they are not re-
appointed after expiry of their term.

(4 MARKS)
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ANSWER -A

Applicability of Section 139(2) Rotation of Auditor: As per rules prescribed in Companies
(Audit and Auditors) Rules, 2014, for applicability of section 139(2) the class of companies
shall mean the following classes of companies excluding one person companies and small
companies-

Class of Companies for Rotation of Auditor

Including Listed Companies
+
Excluding OPC (One Person Company) and
Small Companies

All unlisted public All private limited All companies having paid up
companies having companies having share capital of below
Paid up share capital paid up share capital threshold limit mentioned, but

> Rs. 10 crore > Rs. 50 crore having public borrowings from
financial institutions, banks or

public deposits > Rs. 50 crore

(1) all unlisted public companies having paid up share capital of rupees ten
crore or more;

(I all private limited companies having paid up share capital of rupees fifty
crore or more;

(1) all companies having paid up share capital of below threshold limit
mentioned above, but having public borrowings from financial institutions,
banks or public deposits of rupees fifty crores or more.

(3.5 MARKS)
From the above, it can be concluded that rotational provisions would not be applicable.

(0.5 MARK)
ANSWER -B

Duty to Sign the Audit Report: As per section 145 of the Companies Act, 2013, the person
appointed as an auditor of the company shall sign the auditor's report or sign or certify any
other document of the company, in accordance with the provisions of section 141(2).

Section 141(2) of the Companies Act, 2013 states that where a firm including a limited liability
partnership is appointed as an auditor of a company, only the partners who are chartered
accountants shall be authorized to act and sign on behalf of the firm.

The qualifications, observations or comments on financial transactions or matters, which have
any adverse effect on the functioning of the company mentioned in the auditor's report shall be
read before the company in general meeting.

(3 MARKS)

ANSWER -3
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