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New bureau to dissolve state-run 
banks' power to choose auditors

READ MORE ON » ICAI | Finance Ministry | BBB | Banks | Bank Board Bureau | Auditors

NEW DELHI: The government is likely to 

empower the proposed Bank Board Bureau

to select audit firms for public sector banks

as part of its larger initiative to strengthen 

their corporate governance practices. 

At present, individual public sector banks 

(PSBs) choose their auditors themselves 

from a list of approved firms by the Reserve 

Bank of India (RBI). "We have received 

representations from various stakeholders 

and they have also suggested that there 

should be more transparency. This is something Bank Board Bureau (BBB) can definitely 

look at," said an official aware of the deliberations. 

The government had earlier announced that BBB will start functioning from April 1, 2016 

and take over the selection process for state-run banks. 

The idea of BBB is to create independent, high performing boards that help PSBs to work 

out a differentiated strategy in both business and human resources areas, the official said. 

In 2014, the government had delegated the power of selection and appointment of 

statutory central auditors (SCAs) to individual state-run banks in order to give them more 

autonomy. The Comptroller & Auditor General (C&AG) provides a list of auditors available 

with them and PSBs can make selection out of the list with approval of RBI. 

09:59 AM | 18 NOV

MARKET STATS
LIVE

Search for News, Stock Quotes & NAV's

Indiatimes The Times of India The Economic Times More

Banking Finance

Home Industry Auto Banking/Finance Cons. Products Energy Ind'l Goods/Svs Healthcare/Biotech Services More



Most
Read

Most
Shared

Most
Commented

Demonitisation: Regulations changing faster than 
notes; banks stumped

Demonetisation: Massive deposit bonanza for 
banks pulls down interest rates

Demonetising: Parts from China on the way to help 
banks get ATMs running

Demonetisation: As currency dries up, business 
withers at kirana stores

Rajdhani, Shatabdi fares may fall in lean seasons

More »

A senior official said the apex accountants body Institute of Chartered Accountants of 

India (ICAI) has also favoured moving selection of auditors to the new bureau in view of 

rising cases of non-performing assets, or NPAs, in public sector banks. 

"If the bank is given the power to choose an audit firm, it may exert pressure on it. It is a 

better proposition if the audit firms are appointed by the regulator or any independent 

body," the official said, adding that this may also help to curb frauds as have happened in 

the recent past. As per data from the finance ministry, gross NPAs of state-run banks rose 

25.19 per cent year-on-year to Rs 3.14 lakh crore in September 2015, constituting 5.64 

per cent of total advances. 

The actual number of audit firms to be appointed during a fiscal is decided by the bank 

board. As per RBI guidelines, an A category bank cannot have more than six SCAs. 

In case of the country's largest bank, State Bank of India, the number of SCAs cannot not 

be more than 14. 

The RBI guidelines state that only those audit firms that have minimum seven full time 

chartered accountants, of which at least five should be full time partners exclusively 

associated with the firm, can be employed by a bank for audit work. 
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