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I. INTRODUCTION 
 

The Reserve Bank of India (“RBI”) vide its circular no. RBI/2021-22/25 
Ref.No.DoS.CO.ARG/SEC.01/08.91.001/2021-22 dated April 27, 2021, prescribed “Guidelines for 
Appointment of Statutory Central Auditors (SCAs)/Statutory Auditors (SAs) of Commercial Banks 
(excluding RRBs), UCBs and NBFCs (including HFCs)” (“Guidelines”). 

In terms of the Guidelines, TFSLis required to formulate a Board approved Policy (Policy) covering 
necessary procedures for appointment / re-appointment of Statutory Auditors (“SAs”) and the same 
also needs to be hosted on the Company’s official website. 

 
The main objective of this Policy is to act as a guideline for deciding on the number of SAs to be 
appointed for the Company and for determining their qualifications, eligibility, and procedure for 
appointment / re-appointment. 

II. SCOPEOFTHEPOLICY 
 

This Policy shall form the basis for appointment of SAs. The Company shall comply with the relevant 
provisionsoftheCompaniesAct,2013,rulesmadethereunder,andtheguidelines/circularsissuedby RBI 
from time to time. 

 
All queries / clarifications on this Policy should be obtained from the Finance team. Clarifications on 
any regulatory issue shall be obtained from the respective Compliance Officers. 

 
III. NUMBEROFSAs 

IntermsoftheGuidelines,sincetheassetsize oftheCompanyismorethanRs.15,000croreandless than Rs. 
5,00,000 crore as at last reporting period, (i.e. March 31, 2023), the Company shall appoint minimum 
two joint SAs and may appoint maximum four joint SAs. 

 
Consideringrelevantfactorssuchasthesizeandspreadofassets,accountingandadministrativeunits, 
complexity of transactions, level of computerization, availability of other independent audit inputs, 
identified risks in financial reporting, etc., the Company shall restrict the appointment of SAs to only 
two auditfirms asJointSAs,aslongastheassetsizeofthe Companycontinuestobeinexcess of Rs. 15,000 
crore and below Rs. 5,00,000 crore. 

 
TheCompanyshallensurethatthe jointauditorsdonothaveanycommon partnersandthey arenot under 
the same network of audit firms. 
[Network:AsdefinedinRule6(3)oftheCompanies(Audit&Auditors)Rules,2014] 

 

The work allocation between joint auditors shall be finalized, before the commencement of the 
statutory audit, in consultation with the SAs. 

 
The Company shall ensure that adherence to the provisions of Section 143 (8)of the Companies Act, 
2013 regarding audit of accounts of all branches. 

 
IV. TENUREOFSAs 

 
The appointment of SAs shall be for a continuous period of three years, subject to the SAs satisfying 
the eligibility norms each year. If the Company removes SAs before completion of 3 years, it shall 
informtheconcernedRegionalOffice/SeniorSupervisoryManagerofRBIaboutthesame,alongwith 
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thereasons/justificationwithinamonthofsuchdecisionbeingtaken.TheCompany willnot 
reappointanauditfirmforsixyearsafterthecompletionoffullorpartofonetermoftheaudittenure. 

 
Incaseanaudit firmhasconductedauditoftheCompanyforpart-tenure(1yearor2years)andthen 
notappointedforremaindertenure,theyalsowouldnotbeeligibleforreappointmentintheCompany for 
six years from completion of part-tenure. 

TheCompanyshallinformRBIabouttheappointment/re-appointmentofSAsforeachyearbywayof 
certificate prescribed under the Guidelines within one month of such appointment. 

 
V. ELIGIBILITYCRITERIAFORAPPOINTMENTOFSAs 

 
TheCompany’sassetsize,beingmorethanRs.15,000crore,theSAsshallfulfilthefollowingminimum criteria 
for being eligible to be considered for appointment as SA of the Company: 

a. Minimum number of Full-Time Partners (FTPs) associated with the firm for a period of at least 
three years shall be five. At least two partners of the firm shall have continuous association with 
the firm for at least 10 years. 

 
b. Out of total FTPs, minimum number of Fellow Chartered Accountant (FCA) partners associated 

with the firm for a period of at least three years shall be four. 
 

c.  MinimumnumberofFTPs/paidChartered Accountants(CAs)withCertified InformationSystem 
Auditor (CISA) / Information System Audit qualification shall be two. 

Minimum number of years of relevant audit experience of the firm shall be fifteen. The relevant 
audit experience would be experience of the firm as Statutory Central/Branch Auditor of 
Commercial Banks (excluding RRBs)/ UCBs/NBFCs/ All India Financial Institutions (AIFIs). 

 
d. Minimumnumberofprofessionalstaffshallbeeighteen. 

 
e. Thetimegapbetweenanynon-auditworks(servicesmentionedatSection144ofCompaniesAct, 2013, 

Internal assignments, special assignments, etc.) by the SAs for the Company or any audit/non-
audit works for its group entities1 should be at least one year, before or after its appointment as 
SAs (applicable to an audit firm under the same network of audit firms or any other audit firm 
having common partners). 

f. ConcurrentauditorsoftheCompanyshallnotbeconsideredforappointmentasSAs.Theauditof the 
Company and any entity with large exposure to the Company for the same reference year 
shouldalsobeexplicitlyfactoredinwhileassessingindependenceoftheSA(applicabletoanaudit firm 
under the same network of audit firms or any other audit firm having common partners). 

 
g. The SAs shall be duly qualified for appointment as such in terms of criteria specified under 

Section 141 of the Companies Act, 2013. 
 
 

 

1 Group entities shall mean two or more entities related to each other through any of the following relationships, viz. 
Subsidiary – parent (defined in terms of AS21), Joint venture(defined in terms of AS 27), Associate (defined in terms of 
AS 23), Promoter-Promoter [as provided in the SEBI (Acquisition of Shares and Takeover) Regulations, 1997] for listed 
companies, a related party (defined in terms of AS 18), Common brand name, and investment in equity shares of 20% 
and above. 
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h. The audit firm shall not be under debarment by any Government Agency, National Financial 
Reporting Authority (NFRA), the Institute of Chartered Accountants of India (ICAI), RBI or Other 
Financial Regulator 

 
i. TheappointmentofSAsshouldbe inline withtheICAIsCodeofEthics/anyothersuchstandards 

adopted and does not give rise to any conflict of interest. 

 
j. Ifany partnerofaCharteredAccountant firmisadirectorinthe Company,the saidfirmshallnot be 

appointed as SA of any of the group entitiesof the Company. 
 

k. The auditors for the Company should preferably have capability and experience in deploying 
Computer Assisted Audit Tools and Techniques (CAATTs) and Generalized Audit Software (GAS), 
commensuratewiththedegree/complexityofcomputerenvironmentoftheCompanywherethe 
accounting and business data reside in order to achieve audit objectives. 

 
VI. PROCEDUREFORAPPOINTMENTOFSAs 

ThefollowingprocedurewillbeadoptedforappointmentofSAs: 

a. TheCompanyshallshortlistminimumoftwoauditfirmsforeveryvacancyofSA. 
 

b. The Company shall obtain a certificate, along with relevant information, as per the prescribed 
format, from each of the audit firms proposed to be appointed as SAs to the effect that they 
comply with all the eligibility norms prescribed by RBI for the purpose and under the Companies 
Act, 2013. Such certificate shall be duly signed by the managing partner/s of the audit firm 
proposed for appointment under the seal of the said audit firm. 

 
c. The proposal for appointment of SAs shall be placed before the Audit Committee. The Audit 

Committee shall recommend the appointment to the Board and thereafter the appointment will 
beplacedbeforetheBoardforapprovalsubjecttotheapprovaloftheshareholders.Theapproval 
oftheshareholders willbesought inaccordance withthe provisionsof theCompaniesAct, 2013. 

 
VII. AUDITFEEANDEXPENSES 

 
The audit fees for SAs shall be reasonable and commensurate with the scope and coverage of audit, 
size and spread of assets, accounting and administrative units, complexity of transactions, level of 
computerisation, identified risk in financial reporting, etc. The Audit Committee shall approve and 
recommendtheremunerationpayabletotheSAs,foreachfinancialyear,totheBoardforitsapproval. 

VIII. INDEPENDENCEOFSAs 
 

The Audit Committee shall monitor and assess the independence of the SA and conflict of interest 
positionintermsofrelevantregulatoryprovisions,standards,andbestpractices.Anyconcernsinthis regard 
may be flagged by the Audit Committee to the Board of Directors and the Senior Supervisory 
Manager (SSM)/Regional Office (RO) of RBI. 
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IX. REVIEWOFTHEPERFORMANCEOFSAs 
 

The Audit Committee shall review the performance of the SAs on an annual basis. Any serious 
lapses/negligence while carrying out their audit responsibilities or any conduct issues on the part of 
theSAsorany othermatterconsideredasrelevant shallbe reportedtothe RBIwithintwomonthsof 
completionofannualauditafterapprovalfromtheAuditCommitteeandshouldincludethefulldetails of the 
audit firm. 

X. CONFLICTINPOLICY 

In the event of a conflict between the Policy and the extant applicable regulations, the applicable 
regulations shall prevail. 

 
XI. AMENDMENTS 

In case any amendment(s), clarification(s), circular(s), etc. issued by the relevant authorities, are not 
consistent with the provisions laid down under the Policy, such amendment(s), clarification(s), 
circular(s), etc. shall prevail upon the provisions hereunder and the Policy shall stand amended 
accordinglyfromtheeffectivedateaslaiddownundersuchamendment(s),clarification(s),circular(s), etc. 

XII. REVIEWOFPOLICY 

TheBoardofDirectorsshallreviewthePolicyannually. 


