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Statutory audit in India: complete workflow, audit

standards, duties, and compliance essentials for

A statutory audit in India is a compulsory audit carried out under the Companies Act, 2013

and other regulatory frameworks to ensure that an organisation’s financial records are

accurate, complete, and compliant with all statutory requirements. Every company—whether

private, public, or regulated by specialized laws—must undergo this audit annually. The

statutory auditor independently verifies the financial statements, internal controls, disclosures,

and compliance procedures. For business owners, CFOs, directors, compliance officers, and

internal teams, understanding this audit process is vital for avoiding penalties, maintaining

financial accuracy, and strengthening corporate governance. This blog explains the entire

workflow, documentation requirements, challenges, reporting obligations, penalties, and best

practices related to statutory audit in India.

Most companies struggle during the statutory audit because of unprepared documents, weak

internal controls, delayed reconciliations, and lack of year-round accounting discipline.

Regulatory focus on accuracy and compliance has increased significantly in recent years.

Audit standards, disclosure norms, filing requirements, and documentation expectations are

stricter than ever. This makes it essential for organisations to fully understand the statutory

audit framework in India and prepare systematically. This blog serves as a comprehensive

guide to help businesses complete their statutory audits without delays or compliance risks.
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What statutory audit in India means for organisations

Statutory audit in India is an audit mandated by law that requires a practicing Chartered

Accountant to independently verify the financial statements, books of account, disclosures,

internal controls, and compliance procedures of a company or entity. The auditor expresses an

opinion stating whether the financial statements give a true and fair view of the organisation’s

financial position and performance. This independent review strengthens transparency,

protects stakeholders, and ensures adherence to accounting standards. The statutory audit

report becomes part of the company’s legal filings, making it a crucial component of annual

compliance.

Entities required to undergo statutory audit in India

Several categories of entities are mandated to undergo statutory audits:

Private limited and public companies under the Companies Act 2013.

LLPs that cross specified contribution or turnover thresholds.

Banks, NBFCs, insurance companies and other entities governed by special laws.

Foreign companies operating through branch offices or project offices in India.

Trusts, NGOs, and societies where audit is mandated under income tax laws, trust deeds, or

government regulations.

Understanding applicability early helps companies prepare for statutory audit in India without

last-minute issues.

Responsibilities of auditors and management

Statutory audits work effectively when both auditors and management fulfil their

responsibilities:

Auditor responsibilities include planning the audit, understanding internal controls,

assessing materiality, verifying financial records, confirming balances, evaluating accounting

estimates, checking legal and regulatory compliance, and issuing an independent audit

opinion.

Management responsibilities include maintaining books of account, preparing financial

statements, designing internal controls, ensuring proper disclosures, producing required

documentation, and responding to auditor queries.

Clear understanding of responsibilities ensures a smooth statutory audit in India.

Complete statutory audit process followed by companies



A statutory audit in India follows a structured multi-stage workflow:

Planning and audit strategy development: Auditor identifies materiality, assesses risks, and

creates audit plans.

Review of internal controls and systems: Auditor evaluates control environment, IT

systems, and compliance processes.

Substantive audit procedures: Verification of records, inspection of invoices, confirmations,

analytical reviews, testing of transactions, and evaluating accounting accuracy.

Review of financial statements: Auditor checks compliance with accounting standards, notes

to accounts, disclosure requirements, related-party reporting, and statutory formats.

Audit report formulation: Auditor issues an audit opinion—unmodified, qualified, adverse, or

disclaimer—based on findings.

Regulatory filing: Audited financial statements and audit reports are filed with ROC and

sector-specific regulators.

This workflow ensures completeness and reliability of statutory audit in India.

Statutory compliance requirements during audit

Companies must fulfil several mandatory compliance obligations during statutory audit in

India:

Finalisation and board approval of financial statements in prescribed formats.

Filing audited financial statements and audit report within statutory deadlines.

Disclosure requirements including related party transactions, contingent liabilities, CSR

details, and director responsibility statements.

Audit committee review for companies where such committee is mandatory.

Sectoral reporting for regulated entities like banks and insurers.

Compliance plays a central role in ensuring a successful statutory audit in India.

Benefits of statutory audit in India

A statutory audit provides both compliance and operational advantages:

Enhanced credibility due to independent verification.

Improved internal controls as weaknesses are identified and corrected.

Better decision-making supported by verified financial data.

Reduced regulatory risk through adherence to statutory requirements.

Greater investor and lender confidence due to transparent reporting.

These benefits demonstrate the long-term value of statutory audit in India.

Major challenges companies face during statutory audits



Companies face several operational and compliance challenges during statutory audits:

Delayed preparation of books and accounts causing audit backlogs.

Outdated or weak internal controls leading to audit qualifications.

Insufficient documentation resulting in repeated audit queries.

Complex revenue and expense structures requiring deep audit analysis.

Inter-departmental coordination problems that slow down the audit process.

Addressing these challenges increases the efficiency of statutory audit in India.

Documentation required for statutory audit in India

Proper documentation is essential for a smooth audit:

Trial balance and general ledgers for all accounts.

Bank statements, reconciliations, and confirmations for financial accuracy.

Sales, purchase, and expense invoices with supporting documentation.

Fixed asset register, depreciation schedules, and valuation reports

Inventory reports and stock verification records

Loan agreements, confirmations, and financial instruments

Minutes of board meetings and statutory registers

Documentation readiness significantly reduces audit delays.

Penalties for non-compliance with statutory audit requirements

Failure to comply with statutory audit obligations can lead to serious consequences:

Financial penalties on the company and officers in charge.

Disqualification of directors for prolonged non-compliance.

Prosecution or criminal liability in severe cases.

Regulatory restrictions or sanctions for entities in sensitive industries.

Damage to organisational reputation affecting investor and stakeholder trust.

These penalties make statutory audit in India a non-negotiable compliance requirement.

Best practices for completing statutory audit efficiently

Companies can improve audit efficiency through strong planning and discipline:

Maintain accounting records year-round and avoid last-minute preparation.

Conduct internal audits or review procedures before statutory audit begins.

Use ERP systems or accounting software to maintain accuracy and audit trails.

Strengthen internal controls and create SOPs for all major processes.

Coordinate with auditors frequently and resolve queries without delay.

These practices make statutory audit in India more efficient and accurate.



Conclusion

A statutory audit in India is a critical compliance requirement that ensures transparency,

accountability, and legal adherence. Companies that maintain strong internal controls, prepare

documentation throughout the year, coordinate regularly with auditors, and follow regulatory

guidelines can complete their statutory audits smoothly and efficiently. A strong statutory audit

not only fulfils legal requirements but also enhances governance, strengthens credibility, and

supports long-term financial stability.

FAQs

Q1 Why is statutory audit mandatory in India?

To ensure financial accuracy, promote transparency, and comply with statutory requirements.

Q2 Which entities must undergo statutory audit?

Companies, LLPs above thresholds, NBFCs, banks, insurers, and regulated bodies.

Q3 What opinions can a statutory auditor issue?

Unmodified, qualified, adverse, or disclaimer depending on audit findings.

Q4 What penalties arise for non-compliance?

Fines, director disqualification, prosecution, and regulatory sanctions.

Q5 What documents are required for statutory audit?

Ledgers, vouchers, bank statements, fixed asset records, inventory data, and statutory

registers.

Q6 Who appoints the statutory auditor?

Shareholders usually appoint the auditor during the AGM.

Q7 How can companies make audits smoother?

Maintain records, strengthen controls, perform internal audits, and stay updated on

regulations.


