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Audit Committee

An Audit Committee is a key component of corporate governance. It ensures

financial transparency, accountability, and integrity in a company’s
operations. It acts as a bridge between the Board of Directors, auditors, and

management.

Legal Framework

The Audit Committee in India is governed by:

 Section 177 of the Companies Act, 2013 

 SEBI (LODR) Regulations, 2015 (for listed companies)



Constitution of Audit Committee

(A) Applicability

Audit Committee is mandatory for:

 All listed companies

 Certain classes of public companies: 

 Paid-up share capital ≥ ₹10 crore 

 Turnover ≥ ₹100 crore 

 Outstanding loans/borrowings ≥ ₹50 crore 

(B) Composition

 Minimum 3 directors

 Majority must be Independent Directors

 Members should be financially literate

 At least one member must have expertise in finance/accounting



(C) Chairperson

 Must be an Independent Director

 Should be present at the Annual General Meeting (AGM) to answer shareholder
queries

(D) Company Secretary

 Acts as the Secretary of the Committee

(E) Meetings

 Held periodically 

 Auditors (internal & statutory) may be invited 

 Quorum: typically 2 members or 1/3rd, with at least one independent director



Functions of Audit Committee

(A) Financial Reporting Oversight

Review financial statements before submission to the Board 

Ensure: 

 True and fair view 

 Compliance with accounting standards 

Scrutinize: 

 Changes in accounting policies 

 Significant adjustments 

 Qualifications in audit reports 



(B) Auditor-Related Functions

1. Appointment & Remuneration

 Recommend appointment, reappointment, and removal of auditors 

 Approve audit fees 

2. Independence of Auditors

 Ensure auditors are independent 

 Approve non-audit services



(C) Internal Control & Risk Management

 Evaluate internal financial controls

 Review risk management systems 

 Detect frauds and irregularities 

(D) Internal Audit Oversight

 Review internal audit function 

 Approve internal audit plans 

 Evaluate internal auditor performance



(E) Vigil Mechanism / Whistleblower

 Oversee whistleblower mechanism

 Ensure protection against victimization 

 Provide direct access to the Chairperson 

(F) Related Party Transactions

 Approve or modify related party transactions

 Ensure transactions are at arm’s length



(G) Investigation Powers

Can investigate any matter

 Authority to: 

 Call for records 

 Seek external professional advice 

(H) Monitoring End Use of Funds

 Monitor utilization of: 

 Public issue proceeds 

 Loans and investments



(I) Compliance & Ethics

 Ensure compliance with: 

 Legal requirements 

 Regulatory guidelines 

 Review fraud reports



Powers, Importance of Audit 

Committee

Powers of Audit Committee

 Seek information from employees 

 Obtain professional advice 

 Call for attendance of outsiders (experts) 

Importance of Audit Committee

 Enhances corporate governance

 Improves investor confidence

 Prevents financial misstatements and fraud

 Strengthens internal control systems



Penalties for Non-Compliance, 

Conclusion

Failure to comply with Section 177 may lead to:

 Penalty on company: ₹1 lakh to ₹5 lakh 

 Penalty on officers in default 

Conclusion: The Audit Committee plays a crucial watchdog role in corporate

governance. Its effective functioning ensures transparency, accountability,

and protection of stakeholder interests, making it indispensable in modern

corporate structures.



लेखा परी¢ा समिति

1. परिचय
Audit Committee कंपनी िɅ कॉपोिेट गव�ɏस का एक िह×वपू�ण अगं है। यह कंपनी के
ववƣीय कायɟ मɅ पािदͧशिता, जवाबदेही औि ववæवस�ीयता सुतनǔचिि करिी है। यह समिति
Board of Directors, Auditors औि Management के बीि सिÛवय का कायण करिी है।
2. का�ू�ी Ĥावधा�
भारि िɅ Audit Committee तनàन के अिंगणि तनयंǒिि होिी है:
 Companies Act, 2013 की धारा 177
 SEBI (LODR) Regulations, 2015 (सूिीबɮध कंपतनयɉ के मलए)



Audit Committee का गठन 

(A) लागूता (Applicability)

Audit Committee बनाना अतनवायण है:
 सभी Listed Companies

 कुछ Public Companies, ǔिनिɅ: 
 Paid-up capital ≥ ₹10 करो° 
 Turnover ≥ ₹100 करो° 
 Loans/Borrowings ≥ ₹50 करो° 

(B) सिंच�ा (Composition)

 कि से कि 3 न�देशक (Directors)

 अधधकांश (Majority) Independent Directors होने िाहहए 
 सदèयɉ को ववƣीय £ा� (Financial Literacy) होना िाहहए 
 कि से कि एक सदèय ववƣ/लेखा ववशषे£ होना िाहहए



(C) अÚय¢ (Chairperson)

 एक Independent Director होना िाहहए 
 AGM (Annual General Meeting) िɅ उपǔèिि रहना अतनवायण 
(D) सधचव (Secretary)

 कंपनी का Company Secretary समिति का सचिव होिा है 
(E) बैठकɅ  (Meetings)

 सिय-सिय पर बैठकɅ  आयोǔिि होिी हɇ 
 Internal और Statutory Auditors को बुलाया िा सकिा है 
 Quorum: 2 सदèय या कुल का 1/3, ǔिसिɅ कि से कि 1 Independent Director 



Audit Committee के कायण 
(A) ववƣीय ववविणɉ की समी¢ा
 Financial Statements को Board के सािने रखने से पहले सिी¢ा करना 
 सतुनǔचिि करना: 

 सही और तनçप¢ चिि (True & Fair View) 

 Accounting Standards का पालन 
 िांि करना: 

 Accounting policies िɅ बदलाव 
 Audit qualifications 

(B) Auditors से संबंधधत कायि
1. न�यǔुतत एवं वेत�
 Auditors की तनयǔुति, पनुतनणयǔुति और हटाने की मसफाररश 
 Audit fees िय करना 
2. èवतंğता सनु�ǔæचत कि�ा
 Auditors की èविंििा की तनगरानी 
 Non-audit services को approve करना



(C) आतंरिक न�यंğण एवं जोखखम Ĥबंध�
 Internal Financial Controls की सिी¢ा 
 Risk Management System का िूलयांकन 
 Fraud और ग°बड°यɉ की पहिान 
(D) Internal Audit की न�गिा�ी
 Internal Audit System की सिी¢ा 
 Audit Plan को approve करना 
 Internal Auditor के Ĥदशणन का िूलयांकन 



(E) Vigil Mechanism (Whistleblower)

 Whistleblower mechanism की तनगरानी 
 मशकायिकिाणओ ंको सुर¢ा Ĥदान करना 
 Chairperson िक सीधी पहुȱि सुतनǔचिि करना 
(F) Related Party Transactions

 Related Party Transactions को approve करना 
 यह सुतनǔचिि करना कक लेन-देन Arm’s Length पर हो 



(G) जांच की शǔततयाȱ
 ककसी भी िािले की िांि कर सकिी है 
 दèिावे« िांग सकिी है 
 बाहरी ववशेष£ɉ से सलाह ले सकिी है 
(H) फंɬस के उपयोग की न�गिा�ी
 Public issue से ĤाÜि धन का उपयोग देखना 
 Loans और Investments की तनगरानी 
(I) अ�ुपाल� (Compliance)

 कानूनɉ और तनयिɉ का पालन सुतनǔचिि करना 
 Fraud Reports की सिी¢ा



Audit Committee की शǔततयाȱ, िह×व

Audit Committee की शǔततयाȱ
 किणिाररयɉ से िानकारी िांगना 
 Professional advice लेना 
 बाहरी åयǔतियɉ को बुलाना 
मह×व (Importance)

 Corporate Governance को ििबूि बनािी है 
 तनवेशकɉ का ववचवास बढािी है 
 धोखाध°ी को रोकिी है 
 Internal Control को सु͸ढ करिी है



दंड, तनçकषण

दंड (Penalties)

 यहद धारा 177 का पालन नहीं ककया गया:
 कंपनी पर ₹1 लाख से ₹5 लाख िक ििुाणना 
 ǔिàिेदार अचधकाररयɉ पर भी दंड 
न�çकषि
Audit Committee कंपनी िɅ पािदͧशिता, जवाबदेही औि ववƣीय अ�ुशास� बनाए रखने िɅ
िह×वपू�ण भूमिका तनभािी है। यह आधुतनक कॉपोरेट गवनɏस की रीढ (backbone) िानी
िािी है।
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