ee discord stokes company- auditor divorces

HIGH AND DRY

Disagreementover
fees hasemerged asa
key reason for auditor
cessation this year
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Compensation has become a conten-
tious issue between companies and
auditors amid the coronavirus pan-
demic. So far this year, nearly 12 firms
have reported resignations by their
auditors due to disagreement over fees.

While in some cases, companies asked
the auditors to lower the fees they
charge to inspect the financial state-
ments, in other cases, the latter
demanded a raise, leading to disasso-

ciation between the two.

Allinall, ‘fees’ hasemerged as one
ofthebiggestreasons for the
reslgnanonofauditorsmis year.In
quite a few cases, companieshaveeven
seen mid-term cessation by auditors
over fees.

Accordingto primeinfobase.com, a
firm that tracks corporateaction at
listed companies, 96 companies have
seenachangeinauditorsthis year.In
the caseof 24, thiswason account of
the expiration of theterm — typicallya
company appointsanauditor fora
period of three or five years. Inanother
11 cases, companiesappointed anew

auditorwithoutcitingareasonasto
what happenedto the previous one. A
few auditorsresigned, citing non-
cooperation by companiesordueto
disqualification by the Institute of
Chartered Accountants of India (ICAI).

Thisis the first calendaryear when
theSecurities and Exchange Board of
India’s (Sebi’s) new guidelineson
auditor resignation have comeinto
effect. Amid aspate of abruptauditor
resignations, the market regulator had
issued acircular in October 2019,
tightening the rules around such
resignations from listed companies.

Experts say the cessation because
of compensationisagenuine excuse
onlyinsome cases. Many, they
add, maybe usingittojumpthe
troubled ship.

“Insome companies, itcould be
justified, particularly in cases where
companies have seenareductionin
business activity. Butin many
instances, companiesare tryingto get
rid of the auditors, eitherto save
moneyor forotherintention, wedon't
know. A company asking theauditorto
reduce fee, eventhoughitisan
insignificantamount compared to

Fee discord stokes
company-auditor

divorces

“There is merit in the argument that :
auditors now, given the heightened reg- :
ulatory oversight, have to spend more
time and resources to conduct the audit
work and thus want a higher fee. We :

have been tracking the audit fees, Even ;
for many large companies, the audit fee :
is miniscule compared to their turn- .
over. As such, t}u,re is surely scope for
upward revision,” Haldea added.

their prohts, isakintoforcingthemto
resign,”said JN Gupta, founderand
managingdirector, SES, avoting
advisory firm.

Some believethat citing reasons
suchasdisagreement over feesor
heavy workload helpsauditorsside-
step controversial aspects.

“When it comes toauditoror
independent director's resignations,
onecan never besure oftheactual
reason. Often, reasons such as pre-
occupation are given justto meetthe
regulatory requirements. Ultimately,
the problem with auditors as well as
independent directors remainsthe
same. Wheneversomethingisamiss,
in most cases they would preferto
resign without washingdirtylinenin
public,” said PranavHaldea, managing
director, Prime Database.

Market players say the regulatory
turf for auditors has become
challenging following Sebi’s orderin
the Satyam matter. Also, lastyear’s
circular directing auditors to
providedetailed reasons for their
resignation has altered the nature
of engagement between compani
and auditors. Turn to Pa
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