
Appendix -11 

Process/ framework - Appointment of Statutory Auditor 

A. Brief: Comprehensive Regulatory Guidelines on appointment of Statutory Auditor of Commercial 

banks are being issued by Reserve Bank of India (RBI) vide Ref. No. DoS. CO. ARG/ SEC.01/ 

08.91.001/ 2021-22 dated 27 April 2021 which supersedes all previous guidelines issued on the 

subject and will be applicable for Financial years from FY 2021-22 onwards. The guidelines are 

being issued under Sec 30(1A) of the Banking regulation Act, 1949. Primary purpose of the 

Statutory Audit is for an independent auditor to review the Bank’s Financial Statements and 

present an opinion whether the Financial Statements give full information required by the Banking 

Regulation Act, 1949 in the manner required for Banking Companies and provide a true & fair view 

in conformity with the generally accepted accounting principles.  

 

B. Background: - The bank perceives that it should have an internal guideline which, among other 

things, describes the procedure to be followed by the bank while appointing the Statutory auditor 

of the bank including but not limited to aspects related to auditor’s eligibility, approvals, broad 

guideline on deciding number of auditors, remuneration, review of the performance etc. Hence it is 

proposed to document the procedure for appointment of Statutory Audit herein below. The 

document will however, in principle, be guided by regulatory guidelines in this regard and as 

amended from time to time. 

 

C. Responsibility:- The Finance & Accounting Department (hereinafter referred to as “FAD”) will be 

responsible for initiating and co-ordinating the process for selection of the Statutory Auditors. 

However, the final decision shall be made in consultation with India Management and other 

relevant departments (as may be required) following due approval process described later in the 

document. 

 

D. Scope of work: - Besides the routine audit requirements prescribed under Guidance note on Bank 

audits, generally broad direction on the scope of audit including certifications required from the 

Statutory Auditors is prescribed by RBI for each year. The degree of examination deemed required 

will be left to the discretion of the appointed Auditor.  

 

E. Tenure of the Statutory Auditor: - The Statutory Auditor will be appointed initially for one year 

which can be extended for further years within the maximum permissible tenure allowed under the 

guidelines in force subject to auditor being eligible as per the prescribed guidelines. As per the 

latest guidelines, no Statutory audit firm shall be allowed to continue with the Bank for a period of 

more than 3 years and shall not be eligible for re-appointment as Statutory Audit until the expiry of 

6 Financial Years from last audit [Cooling off period]. Further, the bank may terminate the contract 

with the Statutory auditor before expiry of the contractual tenure with prior approval from RBI.   

 

  



F. Framework for appointment of Statutory Auditor/ Responsibility of Bank’s Management Committee/ Reporting System etc: 

 



 

 

Note: This Policy is to be published on the Bank’s website 

 

S.No. Requirement Particulars Process/ Policy [Proposed] Note/ remarks

Bank to ensure that non-audit services are not provided by Statutory 

Auditor to Bank one year before or after the statutory Audit

Non-Audit work to include but not limited to services mentioned in Section 

144 of Companies Act, 2013, Internal assignments, special assignments, etc

Bank to ensure that the Firm does not provide services creating conflict of 

Interest during the tenure as Statutory Auditor. 

Bank to decide on any such services in consultation with LMC

Conflict would not normally be created in the case of the following special 

assignments (indicative list):

(i) Tax audit, tax representation and advice on taxation matters, 

(ii) Audit of interim financial statements.

(iii) Certificates required to be issued by the statutory auditor in compliance 

with statutory or regulatory requirements. 

(iv) reporting on financial information or segments thereof

Concurrent auditors should not be appointed as Statutory Auditors of 

the Bank

Tenure

Appointment shall be for continuous period of 3 years, subject to 

Statutory Auditor satisfying eligibility criterion. 

Audit firm would not be eligible for reappointment for six years (two 

tenures) after completion of full or part of one term of the audit tenure

For removal before this term prior permission would be sought from RBI

Others Audit fees and distribution of audit work to be finalised / agreed basis 

mutual consultation before commencement of Audit

5 Review of 

performance

LMC of Entities shall review the performance of Statutory Auditor on 

an annual basis.

Lapses in audit assignments resulting in misstaement of Financial 

statements and violation/ lapses with RBIs directions/ guidelines to be 

dealt with suitably under the relevant statutory/regulatory framework.

Members of Bank's Management (with relevannt DHs, if deemed 

required) to have a meeting with the statutory audit on an annual basis 

post completion of audit to review the performance

Any serious lapses / negligence in audit responsibilities or conduct issues on 

part of the Statutory Auditors or any other matter considered as relevant shall 

be reported to RBI within two months from completion of the annual audit.

3
Other 

considerations

Non-Audit work

Note: Restriction on non-audit work to apply to audit firm under the 

same network of audit firms or any other audit firm having common 

partners.


