
 

Audit Committee Effectiveness Checklist India

 

Section 1: Composition and Independence 

1.1 Committee Composition Requirements 

​ Minimum Three Members: Committee comprises at least three directors 

​ Independent Director Majority: At least 2/3rd members are independent directors 

​ Chairperson Independence: Committee chairperson is an independent director 

​ Financial Expertise: At least one member has accounting or related financial management 

expertise 

​ Skills Matrix Documented: Committee maintains a skills matrix covering required 

competencies 

​ No Executive Participation: No executive directors serve as members (except in subsidiary 

companies) 

​ Tenure Management: Appropriate rotation policy for members implemented 

1.2 Qualifications and Experience Assessment 

​ Educational Background: Members possess relevant educational qualifications (CA/CFA/MBA 

Finance/equivalent) 

​ Industry Experience: Adequate industry knowledge and business acumen among members 

​ Audit Experience: At least one member has prior audit committee experience 

​ Technology Understanding: Members demonstrate understanding of digital risks and IT 

controls 

​ ESG Knowledge: Adequate knowledge of Environmental, Social, and Governance matters 

 



​ Regulatory Awareness: Current knowledge of applicable laws and regulations 

​ Continuous Learning: Regular training and development programs attended 

1.3 Independence Verification 

​ Annual Independence Declaration: All independent directors provide annual independence 

certificates 

​ Conflict of Interest Assessment: Regular evaluation of potential conflicts documented 

​ Related Party Relationship Review: Comprehensive review of relationships with 

company/management 

​ Material Interest Disclosure: All material interests disclosed and assessed 

​ Independence Criteria Compliance: Full compliance with Section 149(6) of Companies Act 

2013 

 

Section 2: Charter and Governance Framework 

2.1 Audit Committee Charter 

​ Board Approved Charter: Comprehensive charter approved by the board of directors 

​ Annual Charter Review: Charter reviewed and updated annually 

​ Role and Responsibilities: Clear definition of committee's role, responsibilities, and authority 

​ Reporting Requirements: Detailed reporting obligations to board and stakeholders specified 

​ Meeting Framework: Meeting frequency, quorum, and procedural requirements defined 

​ Resource Access: Authority to access information and engage external experts established 

​ Evaluation Criteria: Performance evaluation framework incorporated 

2.2 Regulatory Compliance Framework 

 



​ Companies Act Compliance: Full adherence to Section 177 requirements 

​ SEBI LODR Compliance: Complete compliance with Regulation 18 provisions 

​ Industry-Specific Requirements: Compliance with sector-specific regulations (Banking, Insurance, etc.) 

​ International Standards: Alignment with global best practices where applicable 

​ Subsidiary Oversight: Framework for subsidiary audit committee oversight established 

 

Section 3: Financial Reporting Oversight 

3.1 Financial Statement Review Process 

​ Quarterly Results Review: Thorough review of quarterly financial results before board 

approval 

​ Annual Financial Statements: Comprehensive review of annual financial statements 

​ Accounting Policy Assessment: Regular evaluation of accounting policies and changes 

​ Significant Estimates Review: Scrutiny of critical accounting estimates and judgments 

​ Revenue Recognition: Detailed review of revenue recognition policies and practices 

​ Related Party Transactions: Comprehensive evaluation of all related party transactions 

​ Going Concern Assessment: Review of management's going concern assumptions 

3.2 Financial Reporting Quality 

​ Audit Adjustments Review: Analysis of all audit adjustments and unadjusted differences 

​ Management Letter Points: Review and follow-up on management letter recommendations 

​ Disclosure Adequacy: Assessment of adequacy and clarity of financial disclosures 

​ Compliance with Ind AS: Verification of compliance with Indian Accounting Standards 

​ Segment Reporting: Review of segment reporting accuracy and completeness 

​ Cash Flow Analysis: Detailed analysis of cash flow statements and variations 

 



3.3 Key Financial Metrics Monitoring 

​ Profitability Ratios: Regular monitoring of margin trends and profitability metrics 

​ Liquidity Assessment: Review of working capital and liquidity position 

​ Leverage Analysis: Monitoring of debt levels and covenant compliance 

​ Asset Quality: Assessment of asset quality and impairment provisions 

​ Capital Allocation: Review of capital allocation decisions and ROI metrics 

 

Section 4: Internal Audit Oversight 

4.1 Internal Audit Function Management 

​ Internal Audit Charter: Approved internal audit charter with defined scope and authority 

​ Reporting Relationship: Direct reporting relationship between internal audit and audit 

committee 

​ Resource Adequacy: Assessment of internal audit resources and capabilities 

​ Annual Audit Plan: Review and approval of risk-based annual internal audit plan 

​ Audit Execution Monitoring: Regular monitoring of audit plan execution and completion 

​ Quality Assurance Program: Internal audit quality assurance and improvement program 

 

4.2 Internal Audit Effectiveness 

​ Finding Significance: Review of significant internal audit findings and recommendations 

​ Management Response: Evaluation of management responses to audit recommendations 

​ Implementation Tracking: Monitoring of audit recommendation implementation status 

 



​ Follow-up Audits: Ensuring appropriate follow-up on significant findings 

​ Audit Methodology: Review of audit methodology and techniques employed 

​ Technology Usage: Assessment of audit technology and data analytics capabilities 

4.3 Internal Auditor Performance 

​ Performance Evaluation: Annual performance evaluation of chief internal auditor 

​ Professional Development: Support for internal audit team's professional development 

​ Independence Assessment: Regular assessment of internal audit independence 

​ External Assessment: Periodic external quality assessment of internal audit function 

​ Benchmarking: Comparison with industry best practices and standards 

 

Section 5: External Audit Management 

5.1 Auditor Selection and Appointment 

​ Auditor Selection Process: Transparent and objective external auditor selection process 

​ Independence Assessment: Comprehensive evaluation of auditor independence 

​ Rotation Compliance: Compliance with mandatory audit firm rotation requirements 

​ Fee Negotiation: Appropriate audit fee negotiation and approval process 

​ Engagement Letter Review: Review and approval of audit engagement letter 

​ Conflict Assessment: Assessment of potential conflicts with audit firm 

5.2 Audit Planning and Execution 

​ Audit Strategy Review: Review of overall audit strategy and approach 

​ Risk Assessment: Evaluation of auditor's risk assessment and response 

 



​ Audit Plan Approval: Review and approval of detailed audit plan 

​ Key Audit Matters: Discussion of key audit matters and audit responses 

​ Materiality Levels: Review of materiality thresholds and benchmarks 

​ Specialist Involvement: Assessment of need for audit specialists 

5.3 Audit Quality and Communication 

​ Audit Progress Monitoring: Regular monitoring of audit progress and issues 

​ Management Letter Review: Comprehensive review of management letter and responses 

​ Audit Committee Meetings: Private sessions with external auditors without management 

​ Audit Quality Indicators: Monitoring of audit quality indicators and metrics 

​ Auditor Communication: Assessment of auditor communication effectiveness 

​ Post-Audit Review: Post-audit review and lessons learned discussion 

 

Section 6: Risk Management Oversight 

6.1 Enterprise Risk Management 

​ Risk Management Framework: Review of enterprise risk management framework 

​ Risk Appetite Statement: Evaluation of risk appetite and tolerance levels 

​ Risk Register Review: Regular review of corporate risk register and assessments 

​ Risk Mitigation Plans: Assessment of risk mitigation strategies and plans 

​ Emerging Risks: Identification and assessment of emerging risks 

​ Risk Reporting: Review of risk reporting mechanisms and dashboards 

6.2 Specific Risk Categories 

​ Financial Risks: Monitoring of credit, market, and liquidity risks 

 



​ Operational Risks: Assessment of operational risk exposures and controls 

​ Compliance Risks: Review of regulatory and compliance risk factors 

​ Technology Risks: Evaluation of cybersecurity and IT risks 

​ Reputational Risks: Assessment of reputational risk factors and management 

​ ESG Risks: Review of environmental, social, and governance risks 

6.3 Crisis Management 

​ Business Continuity Plans: Review of business continuity and disaster recovery plans 

​ Crisis Communication: Assessment of crisis communication strategies 

​ Stress Testing: Review of stress testing results and scenarios 

​ Recovery Plans: Evaluation of business recovery and resilience plans 

 

Section 7: Internal Controls and Compliance 

7.1 Internal Control Framework 

​ ICFR Assessment: Evaluation of Internal Control over Financial Reporting (ICFR) 

​ Control Environment: Assessment of overall control environment and culture 

​ Control Activities: Review of key control activities and their effectiveness 

​ Information Systems: Evaluation of information systems and controls 

​ Monitoring Activities: Assessment of ongoing monitoring and supervision 

​ Control Deficiencies: Review of identified control deficiencies and remediation 

7.2 Compliance Management 

​ Compliance Framework: Review of overall compliance management framework 

​ Legal and Regulatory Updates: Monitoring of relevant legal and regulatory changes 

 



​ Compliance Testing: Review of compliance testing and monitoring activities 

​ Violation Reporting: Assessment of compliance violation reporting and resolution 

​ Training Programs: Evaluation of compliance training and awareness programs 

​ Third-Party Compliance: Review of third-party and vendor compliance management 

7.3 Fraud Risk Management 

​ Fraud Risk Assessment: Regular fraud risk assessment and prevention measures 

​ Whistleblower Mechanism: Effective whistleblower policy and reporting mechanism 

​ Investigation Procedures: Proper investigation procedures for fraud allegations 

​ Anti-Fraud Controls: Implementation of appropriate anti-fraud controls 

​ Employee Awareness: Fraud awareness training and communication programs 

 

 

Section 8: Related Party Transactions 

8.1 RPT Governance Framework 

​ RPT Policy: Comprehensive related party transaction policy in place 

​ Identification Process: Robust process for identifying related parties and transactions 

​ Approval Matrix: Clear approval matrix based on transaction materiality 

​ Independent Director Approval: Appropriate independent director involvement in approvals 

​ Shareholder Approval: Compliance with shareholder approval requirements 

​ Market Terms Verification: Verification of transactions at arm's length terms 

8.2 RPT Monitoring and Disclosure 

 



​ Quarterly Review: Regular quarterly review of all related party transactions 

​ Pricing Validation: Independent validation of transaction pricing and terms 

​ Disclosure Compliance: Comprehensive disclosure in financial statements and reports 

​ Annual Review: Annual omnibus approval and periodic review process 

​ Conflict Management: Proper management of director conflicts in RPT decisions 

​ Documentation Standards: Adequate documentation of RPT rationale and approvals 

 

Section 9: Information Technology & Cybersecurity 

9.1 IT Governance 

​ IT Strategy Alignment: Review of IT strategy alignment with business objectives 

​ IT Risk Assessment: Regular assessment of IT and cybersecurity risks 

​ Data Governance: Review of data governance and data quality frameworks 

​ System Controls: Assessment of general IT controls and application controls 

​ Change Management: Review of IT change management processes 

​ Vendor Management: Evaluation of IT vendor management and contracts 

9.2 Cybersecurity Oversight 

​ Cybersecurity Framework: Review of cybersecurity governance framework 

​ Threat Assessment: Regular cybersecurity threat assessment and response planning 

​ Security Incident Management: Review of security incident response and management 

​ Data Privacy Compliance: Assessment of data privacy and protection compliance 

​ Security Awareness: Evaluation of cybersecurity training and awareness programs 

​ Penetration Testing: Review of penetration testing and vulnerability assessments 

 



 

Section 10: ESG and Sustainability Oversight 

10.1 ESG Framework 

​ ESG Strategy: Review of Environmental, Social, and Governance strategy 

​ Sustainability Reporting: Assessment of sustainability reporting and disclosures 

​ ESG Risk Integration: Integration of ESG risks into risk management framework 

​ Stakeholder Engagement: Review of stakeholder engagement on ESG matters 

​ ESG Performance Metrics: Monitoring of ESG performance indicators and targets 

​ Climate Risk Assessment: Assessment of climate-related risks and opportunities 

10.2 Social and Governance Aspects 

​ Corporate Social Responsibility: Review of CSR strategy and spend compliance 

​ Diversity and Inclusion: Assessment of diversity and inclusion initiatives 

​ Employee Welfare: Review of employee welfare and safety programs 

​ Supply Chain Ethics: Evaluation of supply chain ethical practices 

​ Community Impact: Assessment of community impact and engagement programs 

 

Section 11: Meeting Effectiveness & Documentation 

11.1 Meeting Management 

​ Meeting Frequency: Minimum quarterly meetings with additional meetings as required 

​ Quorum Compliance: Consistent achievement of required quorum 

​ Agenda Preparation: Comprehensive and timely preparation of meeting agendas 

 



​ Pre-Meeting Materials: Distribution of relevant materials well in advance 

​ Executive Sessions: Regular executive sessions without management present 

​ Meeting Duration: Appropriate meeting duration allowing thorough discussions 

11.2 Documentation and Follow-up 

​ Meeting Minutes: Comprehensive and accurate meeting minutes maintained 

​ Action Item Tracking: Systematic tracking of action items and follow-up 

​ Decision Documentation: Proper documentation of key decisions and rationale 

​ Records Retention: Appropriate retention of audit committee records 

​ Confidentiality Management: Proper management of confidential information 

​ Communication Protocol: Clear communication protocols with board and management 

 

Section 12: Performance Evaluation and Continuous 

Improvement 

12.1 Self-Assessment Process 

​ Annual Self-Assessment: Comprehensive annual self-assessment of committee effectiveness 

​ Individual Member Assessment: Individual member contribution and performance evaluation 

​ Peer Review Process: Peer review among committee members 

​ Stakeholder Feedback: Feedback from internal and external stakeholders 

​ Board Evaluation Input: Input to overall board evaluation process 

​ Benchmarking Studies: Regular benchmarking against industry best practices 

12.2 Continuous Improvement 

 



​ Improvement Action Plans: Development of specific improvement action plans 

​ Training and Development: Regular training and professional development programs 

​ Best Practice Adoption: Adoption of emerging best practices and innovations 

​ Charter Updates: Regular updates to committee charter and processes 

​ Technology Enhancement: Leveraging technology for improved effectiveness 

​ Knowledge Management: Systematic knowledge management and sharing 

 

Section 13: Reporting and Communication 

13.1 Board Reporting 

​ Regular Reports: Comprehensive regular reports to the board of directors 

​ Significant Issues Escalation: Timely escalation of significant issues and concerns 

​ Annual Activity Report: Detailed annual report of committee activities 

​ Recommendation Implementation: Follow-up on board implementation of committee 

recommendations 

​ Executive Summary Preparation: Concise executive summaries for board consumption 

13.2 Stakeholder Communication 

​ Annual Report Disclosure: Appropriate disclosure in annual report 

​ Regulatory Reporting: Compliance with all regulatory reporting requirements 

​ Investor Communication: Support for investor relations on audit committee matters 

​ External Auditor Communication: Regular communication with external auditors 

​ Internal Stakeholder Updates: Regular updates to internal stakeholders 

 

 



Section 14: Regulatory Updates and Compliance 

Monitoring 

14.1 Regulatory Monitoring 

​ Regulatory Change Tracking: Systematic tracking of regulatory changes and updates 

​ Impact Assessment: Assessment of regulatory change impact on company operations 

​ Compliance Gap Analysis: Regular compliance gap analysis and remediation 

​ Professional Updates: Regular updates from professional bodies and advisors 

​ Peer Learning: Learning from peer companies and industry practices 

14.2 Implementation and Monitoring 

​ Compliance Calendar: Maintenance of comprehensive compliance calendar 

​ Deadline Management: Systematic management of regulatory deadlines 

​ Documentation Updates: Regular updates to policies and procedures 

​ Training Programs: Regular training on regulatory updates and changes 

​ External Advisory: Engagement with external advisors for complex matters 

 

Section 15: Committee Effectiveness Metrics 

15.1 Quantitative Metrics 

​ Meeting Attendance Rate: >95% attendance rate by committee members 

​ Action Item Completion: >90% timely completion of action items 

​ Audit Recommendation Implementation: >95% implementation of audit recommendations 

 



​ Financial Reporting Timeliness: 100% timely financial reporting compliance 

​ Control Deficiency Resolution: <6 months average time for control deficiency resolution 

​ Training Hours: Minimum 20 hours annual training per member 

15.2 Qualitative Assessment 

​ Stakeholder Satisfaction: High satisfaction ratings from key stakeholders 

​ Audit Quality Perception: Positive external auditor feedback on committee effectiveness 

​ Risk Management Maturity: Continuous improvement in risk management maturity 

​ Governance Ratings: Positive external governance ratings and assessments 

​ Innovation and Adaptation: Successful adaptation to emerging challenges and changes 
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