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APFENDIX - V/

a—

The auditor of companies, to which Order of lst Jahuary,

1975 is applicable, besides giving his report urder

sdction 227(2) is also required to include in his report

a statement  about each of the following matters :-

(A)

(i)

(ii)

(iii)

"In the case. of manufacturing, mining or

processing company &=

Y

Whethef,the company is maintain-ing proper records to
show full particulars, including quantatative detaisks
and situation of fixed assets, whether these fixed.

assets have been physically verified by the management

. ard if any serious discrepencies were noticed on such

verification; whether the same have been properly -

dealt with in the bobks'of accounts;

In case any of the fixed assets have been revalued,

the basis~of‘revaluatién‘should be indicated; .’

has physical verificafion beén conducted~by the
manégemént af;reasonable periods in respect of
finished goods, stores, spare parts and raw materlals
and if any serious discrepencies have been notlced on
such verlflcat%on as companred to book records, whether
thg séme have been properly déalt with in the books of
accéunts; whether the auditor is satisfied that the

valuation of these stock is fair and proper in

.accordance with the né:maily accepted accountancy



(xiii) is the company egular in depositing provident furd
dues with the appropriate authority and if not, the
extent of arears of provident fund dues, shall be

indicated by the auditor.
(B) . In the case of a service company :=

(1) ©  all the matters specified in cliuse(A) to the extent

to which they are applicable;

(ii) whetﬁer the company has a reasonable system of
recording receipt: issues and consumptior, of
materials and stoies commensurable with the size

: and nature of its bﬁéiness and whether such system
provides fo; a reasnorahle allocation of the materiils

and manhours consumed to the relative jobs;

(iii) whether there is a reasonable system of authorisation
at prbper levels with nécessary control on the issue
of stores and allocation of stores and labour to jobs
and whether there is any system of internal control

comfidnsurate with the size and vsture of its businecss.

<) In the case of a t-3ding company :-
P

§i)  all the matters sp :iified in clsuse(A) to the extent t:
which they are app.icable;
{i1) have damaged goo”'s been determined and if the value of

such goods is significart; has provision been made for

the loss;



prices paid for such items are reasonable 'as comp.ared
to the prices of si-ilar items supplied by other

parties;

(viii) whether any urdesirable or damaged stores ard raw
materiagls are determined ard whether provisions for

the loss, if any has been mgde in the accourt;
Pt '

(ix) in case the company-ﬁas acéepted deposits from public,
whether<the-directiv£x;issued by the Reserve Bank of
Irdia ard the provisions of section 538(A) of the Act
and the rules framed therennder, wherever, applicable,

have been complied with;:

(x) is the company maintaining reasonable records of the

sale and disposal of realisable by-products and

scraps where applicable and significant;

(xi) in relation to companies the paid up capitel qf which
at the commencement of the financial year concesned
exceéds Rs, 25‘Lakhs, whether the c¢ompany has an
internal audit system cuamensurate with it size ard

nature of its busine:r.;

9xii) . where the mgintenance of cost records have been prescribod
by the Central Goverrmmernt urder sec.209(1){d) of the

Act ywhether such accounts and records have been maintained;



(iv)

{(v)

(vii)

principles and is on th2 same basis as in the earlier
vears; if there is any deviation in the basis of
tion, the effect of such deviation, if material,

is to be reported;

! i
If the company has ta.er any loans, se rared or un -
¥y

.securad, form comparﬁﬁs, firms or other parties listed

Joi o

n the register maintained under section 30l and 379
(L-G) of the Compa.aies Act, 199%6; whether the rate of
interest and terms and conditions of such loans are

orima facts preijudicial to the interest of the companry;

“dhether the parfies o whom the loans or advances irn the
nature of loans have been given by the company are

re 1aying the princiga% amount as stipulated ard are also
reqular in paym@nt_of:interests‘and if not, whether
reagsonabhle steps have;been taken by the companv for

racovery of the prir@ipnl and interest;
' LT84 i
L4

winternal control procedure

e
.

is there an adequate

s

~commensuarate with the size of the company ard the

nature of its business, for the purchasc of stores

raw materials including comporents, plant and

machinery, equipment and other assets;

Jhere any stores,, faw materials or componznts
exeeding Rs. 10,000 in value of each type thore

of are purchased during the year from *thc sub-
sidiaries, firms or companies or other parties
in which the difectgrs are interested; whethor Lhe
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(D) In the case of a finance, investment, chit fund, nidni

or mutual berefit society :-

(1) all tt matters specified in clause fA) to the

extent to wi: ch the sre applicable;

(ii) Whethexladquaii document and records are
maintained in a case where the company 'has qgranted
loansxand advances on the pasis of security by way
of pledqge of shares, debentures and other similar

| i
securities;

"(iii)  whether the pfovisions of ary special st=t e
aoplicable to chit furnd, nidai or mutusl benefit
scciety have been duly complied with;

{iv) if thd company is dealing or tradirg in shates
debentures, securities and other investrents whether
proper records hav- been maintained of the transaction:
and contracts and w. ther the shares, securites,
deﬁontures arnd investments have been beld by the coroan,
in its own name exc~nt *+~ the extent of the éxemption,

if any, granted ander section 49 of the comoanies Act,ld

QEASJIS TO BE STATED OB UNFAQCOURABLE 1 JJALIFIRD

NS IERS :-

in case the auditor's answer to anv of the questiosns in
clamses A.B.Ce¢ and (as applicable to the compary) is ~qualifin~ed
or unfavourable, the auditor shall state in wis ronort the
veLs5ors for such answer, In case the auditor is unable to

express any opginion ir an<w er to a particulsr gquestion, he wi

-have Lo state the reason 7or it,



