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CARO - COMPANIES (AUDITOR'S REPORT)
ORDER, 2020
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1
ORDER = CARO 2020
COMPANIES (AUDITOR'S REPORT)
ORDER, 2020

I
CG in consultation with NFRA may by
ORDER direct auditor to include a
statement on matters in the ORDER in
Auditor's Report

Parts of CARO

Appticabilityl

Auditor's report to
contain matters

paragraphs 3 and 4

specified in

under CARO,

2020

Matters to be
included in the
auditor's report

Reasons to be
stated for
unfavourable
or qualified
answers,

Every Company
including Foreign

Company
B ing C
I;Applicability r Banking Company
-Insurance company
Exceptions L section 8 Company

(CARO Not
Applicable) [OPC

-Small Company

-Private Company —See Next Chart

subsidiary or =
holding of a 3
public CARO Applicable
company
PUCEZRS ¢ | Balance
crore sheet date
Qtherwise, Borrowing § | " :fnii::nt :
Private - CARD not ot the
Limited H | applicable if ||\ : :
Company financial year
Tot‘al revenue {s- 1) during the
including from financial
discontinued at
operations g 10 crore ¥

A company is covered under the definition of small
company; it will remain exempted from the
applicability of the Order even if it falls under any
of the criteria specified for private company.

Turnover g
240 crores.

A HOLDING company or a]

Paid Up Share
Capital £ 74
crores AND

] Small Company

SUBSIDIARY company.

A company registered
under SECTION &. or

The following 3
categories of Companies
shall NOT be regarded as

SMALL Companies

A company or body
corporate governed by
any SPECIAL ACT.

Provision of CARO, 2020 is not applicable to ABC Pvt. Ltd, a subsidiary of
XYZ Ltd. (a public company) having fully paid up Capital and Reserves &
Surplus of &50 lakhs, Secured loan from bank of & 90 Lakhs and Turnover
of &5 Crore, for the financial year 2023-24. MTP2, Hay 2021, 3 Marks)

PARA 2

Auditor's report to contain matters

specified in paragraphs 3 and 4.

I
If order is applicable auditor's
report shall contain the matters
specified in para 3 and para 4 as

applicable

1
Order shall not apply to the
avditor's report on
consolidated financial

statements except clause (xxi)
of paragraph 3.

]

1
For Unfavorable/Qualified
Answers

Auditors must state
reasons for such answers
in their reports.

When Opinion

Can't be Expressed

!

The report must indicate
this fact and include the

reasons for it.

Para 3- Matters fo be included in the auditor’s report under CARO,
2020

The auditor's report on the accounts of a company to which this
Order appLies shall include a statement on the foll,owing matters,
namely

Para 3(i)- Property, Plant and Equipment

Full Particulars
Whether the PPE {Quantitative details

company is i X
— Proper maintaining Situation
Records v
P °p‘°a' Intangible __ showing Full
Yecords assets particulars
Whether PPE
Physically verified
by the MGT at
reasonable
Para 3(i)- Physical RS
Property, Plant Verification Whether any whether the
and Equipment material same have
Part - | discrepancies __ been properly
were noticed on dealt with in
such verification the books of
and if so, account.
Whether the title
deeds of all the
immovable if not, provide
E- __ properties disclosed __ the details in
Title Deeds in the financial the given
statements are held format
in the name of the
company,
Descripti | Gross Held in Whether Period held Reason for
on of carrying name of | promoter, -indicate not being held
properi’y value director or range, where | in name of
their appropriate company -
relative or also indicate
employee if in dispute

Neeraj Arora | www.edu.org

Audit Short Notes |21



http://www.edu91.org

Audit Short Notes - Chapter 8

Company has
revalued PPE or ITA
during the year

~ Whether Revaluation

was based on
valuation by a
registered

Revaluation valuer
of PPE / ITA .
If change is 0% or

more

Specify the In aggregate of
— amount of the net carrying
change value

For each class of
PPE or |TA

Proceedings For holding

Initiated or __any
pending against benami

the company property

Proceedings
for benami
property

— Whether

compahy has
appropriately disclosed
the details in its FS

Para 3(ii) - Inventory

Physical Verification, Coverage and Procedure.

Whether physical verification of inventory has been conducted at
reasonable infervals by the management and whether, in the gpinion
of the auditor, the coverage and procedure of such verification by the
management is gppropriate;

Discrepancies of 10% or more

Whether any discrepancies of 70% or morein the aggreqate for each
class of inventory were noticed and if so, whether they have been
properly dealtwith in the books of account;

Working capital Limits

Whether

e during anypoint of time of the year,

e the company has been sanctionedworking capital Limitsin
excess of &5 crore
in aggregate, from banks or financial institutions
on the basis of securify of current gssefs,

e whether the quarterly refurnsor statements filedby the
company with such banks or financial institutions are in
agreementwith the books of account of the Company, if nof,
give details;

SKN Ltd. a biopharma company and global manufacturers of select critical
care medical products has been sanctioned working capital limits of &5.99
crores from a nationalized bank on the basis of security of current assefs.
During the year under audit, the statutory auditor of SKN Ltd. considers
that inventory is material to the financial statements and performs audit
procedures over the company s final inventory records to defermine
whether they accurately reflect actual inventory count and without any
major discrepancies for each class of inventory. What are the reporting
requirements regarding physical verification of inventory under CARO 2020
in this case?

Para 3(jii) - Investment / Guarantee / Security / Loans and
Advances

not applicable to

companies whose
principal business is to
give loans)
loans or
provided
Whether adymnces . the During the
nature of loans,
Company — 3 year to any
Provided or furnished it
guarantee, or entity
provided
security Yes
r 1
Aggregate Agaregate
amt. during amt. during
the year the year
| |
Balance Balance
Outstanding at Outstanding at BS
BS date date
| |
of LAGS to of LAGS to
—, Parties other
Subsidiaries JVs Associates than
—
Subsidiaries JVs Associates
Whether Terms &

LAGS [ Investments made Conditions, Prejudicial

to company's interest?

Whether schedule of repayment of
principal and payment of interest
stipulated?

In respect of loans and
advances in the nature
of loans

Whether Repayments —Regular?

total amount overdue
for more than 90 days

2
i-Amaunt averdue? ﬂ—Yes Whether reasonable

steps Taken for recovery
taken?

loan or advance in the nature of loan

1
Fresh loan given to settle the

I
Fallen Due, Renewed or

extended? overdues of existing LAs to same
parties
S e e —
I 1
Amount Percentage
| |
Renewed, extended or of Agaregate
settled by fresh loan |
To total Loan and
Advances in the nature
of loan
Mo —

—_—

Not applicable -
Principal business -
Giving Loans
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whether the company has granted any loans or
advances in the nature of loans

f 1 1
Repayable Or  Without

on demand specifying
|
terms or
period of
|
Repayment
— — —
Yes
1 | 1
Aggregate Percentage Aggregate
Amount to total amount to
loans

Promoters Related
parties

Para 3(iv) - Sections 185 and 186

In respect of loans, investments, gquarantees, and security, whether
provisions of sections 185 and 186 of the Companies Act have been
compliedwith, if nof provide the defails thereof;

Para 3(v) - Deposit Accepted

In respect of deposits accepted by the company or amounts which are

deemed to be deposits,

o whether the directivesissued by the Reserve Bank of jhdia and

e the provisions of sections 73 fo 76 or

e any other relevant provisions of the Companies Act and the
rules made thereunder, where applicable,

o have been compliedwith,
o if not
m the nature of such confraventionsbe stated;

e if an orderhas been passed by Company Law Board or Aational
Company Law Tribunal or Reserve Bank of hdia or any courtor
any other fribunal

o whether the same has been compliedwith or not;

Para 3(vi) Cost Records

e Whether maintenance of cost records has been specifiedby the
Central Government under sub-section (1) of section 748 of the
Companies Act and

e whether such accounts and records have been so made and
maintained
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