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REPORTING OF FRAUD BY AUDITORS 

 

Source: 

MCA has substituted Rule 13 of the Companies (Audit and Auditors) Rules, 

2014 by its vide Notification No. G.S.R.972 (E.) dated 14th December, 2015. 

Effectiveness: 

The notification shall come into force on the date of their publication in the 

Official Gazette. 

Amendment: 

I. Rule 13: Reporting of fraud by the Auditor and other matters 

1. Offence involving fraud of amount of Rs. 1 Crore or above:  

If an auditor of a company, in the course of the performance of his duties as statutory 

auditor, has reason to believe that an offence of fraud, which involves or is expected 

to involve individually an amount of rupees one crore or above, is being or has been 

committed against the company by its officers or employees, the auditor shall report 

the matter to the Central Government. 

 

2. Procedure of reporting: 

a. Intimation of fraud to Board or Audit Committee within 2 days: 

The auditor shall report the matter to the Board or the Audit Committee, as the 

case may be, immediately but not later than two days of his knowledge of the 

fraud, seeking their reply or observations within forty-five day. 

 

b. Report to the Central Government within 15 days: 

On receipt of the reply or observations, the auditor shall forward his report and the 

reply or observations of the Board or the Audit Committee along with his 

comments (on such reply or observations of the Board or the Audit Committee) to 

the Central Government within fifteen days from the date of receipt of such reply 

or observations. 

 

c. In case of no reply from Board or Audit Committee: 

In case the auditor fails to get any reply or observations from the Board or the 

Audit Committee within the stipulated period of forty-five days, he shall forward 
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his report to the Central Government along with a note containing the details of his 

report that was earlier forwarded to the Board or the Audit Committee for which he 

has not received any reply or observations. 

 

d. Format of Report: 

The report shall be in the form of a statement as specified in Form ADT-4. 

 

3. Offence involving fraud of amount less than Rs. 1 Crore: 

In case of a fraud involving an amount lesser than rupees one crore, the auditor shall 

report the matter to Audit Committee or to the Board immediately but not later than 

two days of his knowledge of the fraud and he shall report the matter specifying the 

following: 

a. Nature of Fraud with description; 

b. Approximate amount involved; and 

c. Parties involved 

 

4. Details of Fraud 

The following details of each of the fraud reported to the Audit Committee or the 

Board under during the year shall be disclosed in the Board’s Report: 

a. Nature of Fraud with description; 

b. Approximate Amount involved; 

c. Parties involved, if remedial action not taken; and  

d. Remedial actions taken 

 

5. Applicability of the provisions to the Cost Auditor and Secretarial Auditor: 

The provision of this rule shall also apply, mutatis mutandis, to a Cost Auditor 

and a Secretarial Auditor during the performance of his duties under section 
148 and section 204 respectively. 

 

 

* * * * * 

Suggestions may be sent to rupesh@cacsindia.com 
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construed as professional / legal advice. Readers should take specific advice from a qualified professional when dealing 

with specific situations and should not consider this as an invitation for a professional-client relationship.   Without the 
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prior permission of Chandrasekaran Associates, Company Secretaries, the CACS Bulletin or content thereof or reference 

to it should not be made in any documentation or correspondences. We make no warranty of any kind with respect to the 

subject matter included herein or the completeness or accuracy of this issue of CACS Bulletin. The firm and the partners 

are not responsible for any actions (or lack thereof) taken as a result of relying on or in any way using information 

contained in this issue of CACS Bulletin and in no event shall be liable for any damage or loss resulting from reliance on 

or use of this information. Without limiting the above the firm and the partners shall each have no responsibility for any 

act, error or omission, whether such acts, errors or omissions result from negligence, accident or any other cause. 

 


