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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 2% 10 crore
» Turnover 2100 crore

» Qutstanding loans/borrowings = 50 crore
(B) Composition
=»  Minimum 3 directors
= Majority must be Independent Directors
» Members should be financially literate
= Afleast 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 Commitiee

(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 subbmission 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
= Fvaluate internal financial controls
®» Review risk management systems

» Detect frauds and irregularities

(D) Internal Audit Oversight

» Review infernal audit function

» Approve internal audit plans

» Fvaluate internal auditor performance



(E) Vigil Mechanism / Whistleblower

= QOversee 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 forrecords
» Seek external professional advice
(H) Monitoring End Use of Funds
= Monitor utilization of:

» Public issue proceeds

®» | oans and investments



(1) Compliance & Ethics

» Ensure compliance with:
» | egal 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

®» |mproves 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. lIts effective functioning ensures transparency, accountability,
and protection of stakeholder interests, making it indispensable in modern
corporate structures.




oI@T e "fATa

1. IR=T

Audit Committee sl # HIGRE ITAT I Teh HGcdqol 37 %‘I Jg HYal &
e #rf # oRefiar, samed 3R Regwshaar gPRaa & ¥ 78 @@l
Board of Directors, Auditors 3iiT Management & & THeaT HT P Pl o

2. Flefll HTaertet

AT A Audit Committee faFa & 3aera AafRd gdr &
» Companies Act, 2013 &1 a1 177

= SEBI (LODR) Regulations, 2015 (Fflscyr #uafadr & fow)




Audit Committee &l TS

(A) ameraT (Applicability)
Audit Committee 1T 3fa T &
» T Listed Companies
= FS Public Companies, fS=Ta:
= Paid-up capital > %10 #Ug
» Turnover =%100 #S
» [oans/Borrowings =250 #1S
(B) WI=AT (Composition)
» &H O &HA 3 AgasF (Directors)
» 31T (Majority) Independent Directors gl @1igw
» HeEal F fadir A (Financial Literacy) g1 a1fgT
» FH Y FH T &g Qa/dar Qv g oo




(C) 31987 (Chairperson)

» TUs Independent Director 1T dTfgq

» AGM (Annual General Meeting) # 39i¥ad @1 fEard

(D) ¥fRAT (Secretary)

» FUd &7 Company Secretary Ifafa &1 @fRg gar g

(E) 3% (Meetings)

» JHAI-TAT W §&h IAfad gidar &

= Infernal 3R Statutory Auditors Sl el T ST Hbl &

= Quorum: 2 {&¥d IT el T 1/3, 598 &7 & 7 1 Independent Director




Audit Committee & FTT

(A) facitr fagwont & w#ien
» Financial Statements & Board & ATH (@ & Ugel T T
= JARTT FIT:
» FEr 3R suer R (True & Fair View)
» Accounting Standards @T YTelsT
» ST T
» Accounting policies & sgard

» Audit qualifications

(B) Auditors & Waflra &1

1. fAgfFa va aaa

= Auditors T fgfFd, TafegiFa 3R gerer Hr AmiRer
»  Audif fees dI il

2. Tadadl GiARET T

Auditors dT Tadadr $r HeRT=T
Non-audit services @I approve &I




(C) 3aRe fag=or vg @A yau=
» |nternal Financial Controls shr g

= Risk Management System T HedTehed

» Fraud 3R 393 T 9ga
(D) Internal Audit # IR

» |nfernal Audit System 1 T
» Audit Plan &' approve &

= |nternal Auditor & &Rl &l Hedlehe]



(E) Vigil Mechanism (Whistleblower)

= Whistleblower mechanism & [FIRT=T

= RIGRIARAN P GI&T JeTeT Il

= Chairperson @& HHl 9gd ARG e
(F) Related Party Transactions

» Related Party Transactions @I approve &ar
= Jg AT =T & ofd-cA Arm’'s Length WX g1




(G) I fr afFaar

» [RAT o AT T ST A TRl §

» CEAdS HAET Hehcll ©

= Il VAT & T o TRl §

(H) 538 & 39T & AR

» Public issue & 9T ¢l &1 39T SWAT
» |oans 3R Investments $I IR

(1) 3te19TelsT (Compliance)

» il AR FTAT HT drered GiAREd e
» Fraud Reports & &t




Audit Committee &1 erfeadr, -

Audit Committee #Y erfFaar

» FAAMNRIT T SATIhRT AT

= Professional advice of=lT

= SEd SIfFadr A Jelre

Agcd (Importance)

» Corporate Governance &l Holdd gATdT ©

» 3T FT QAT Jerdr g
» SETEr & Jhal &

= Internal Control T dgg el g

ocd



cs, sy

&g (Penalties)

» Ifg YRT 177 T 9Teled oJel [T I-AT:
» HTA T I oG & X5 AW doh S[HT
» SFAeR fRwiar «w ot &3

sy

Audit Committee %usll # IRERId, S 3 AT FqeEsT a0 Wa |
m A AT 81 T§ e HUARC T d i ¥ (backbone) F
|
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