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and audit firm Deloitte has
broughttothe forethe frosty
relationships between companies
andauditorsinrecenttimes,
Deloitte, which quit as Adani

Ports’auditor, earlierleft as auditor
highestexitsin recentyearswere
duringthepandernjcyearonOZO-
i 21, whichsaw65suchexits, The
auditorshavebecomeextremely
: cautiousafteraSupreme Court

; orderonMay4 thisyear.

of Byju'safterthe edtech company
+ failedtofileits annual financial
resultsin time forthe financial
year2022. InJune this year, the
National Financial Reporting
Authority hassaid quittingaudit
assignments will not absolve an
auditorofits responsibility ifany
fraudisnoticed duringtheir
tenureatalaterstage.

Interestingly, statistics collated

i bytrackerprimeinfobase.com
. showsthat Deloitte’s exit from
Theriftbetween AdaniPorts&SEZ
inthenumberofauditorse)dting
. beforetheirtenureended.

Adani Ports comesamidadecline

Atotal of 38 auditor cessations

before completion of tenure were
. reportedin2022-23 —adecline

from 46 exitsseen in2021-22. The

Auditorssaid the Supreme

Courtallowed the National

Company Law Tribunal (NCLT) to

- proceed withitsinquiryand any

subsequentaction against Deloitte
andBSRandCo;aKPMGafﬁliate,
auditors of the bankrupt firm

. IL&FSFinancial Services. “Noone
| Wwantstotakeanyrisknow,”saida
: Mumbai-based auditor, asking not

¢ tobequoted. Thegovernmenthad
: movedapetitioninthe NCLTin

i 2019tobarIL&FS Financial

¢ Services’ former auditors—
Deloitte Haskin and Sellsand BSR
¢ andCoforfiveyears, citinglapses

. EXIT MODE

Auditor cessations before
completion of tenure

Source: primeinfobase.com

| resign.

intheiraudit.

Theorder came after the

governmentmoved the top court
. againstalower courtorderin 2020
. thatsaid anyactionagainst
aud,itorsisnotapplicableifthey

Thegovernment’saim wasto

i disqualifyerringentities from
servingasauditorsinany
company for five years. The
Supreme Courtsaid thelegislature
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auditorofanyothercompany, isa
. matterforthelegislature/

i Parliamenttodecide.”

should provide penalties for
auditors’ misconduct. It added,
“The penalty ofautomatic
disqualification of auditors, and
theirfirm, including partners, fora
period of five years frombeingthe

The courtalsoaddressed

. concernsabout therightto

| practice, affirming that fraudulent
conductbyanauditorisagrave
misconduct with consequential

i actions.Regardingargumentsof
. discrimination, the Supreme

- Courtsaid, “Auditors’ roles cannot
. beequated with directorsand/or
{ management.” The court stressed
. onthecrucial role of auditorsin

. publicinterestandthe

¢ significance ofthe “Audit and
Auditors” chapterinthe Act. Thus,
i Section140(5)doesnot violate

| Article14ofthe Constitution of

i India” The Companies Act
mandates auditorstoreport fraud
. tothecentral government under

Section143(12). Howevetr, inthe

: IL&FScase, theauditors had fallen
shortofthis duty — leadingto
i actionbythegovernment.
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