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Preface and acknowledgement

“Always do right - this will gratify some and astonish the rest.” Mark Twain

While Mark Twain has uttered the quote on a lighter note, the present day scenario
of regulatory enforcement requires the businesses to adopt this as their motto. This
Third edition of the book comes out in a time which is marked by the use of Artificial
Intelligence in regulating the entities. The use of Al in enabling the in-house adjudi-
cation mechanisms is sure to be the watershed moment in the corporate governance
and compliances.

The history of audits is sure to lead us to the right approach in conducting these
audits. To ensure the compliance of laws in view of the sheer impossibility of con-
stant regulatory oversight over all regulated entities, the concept of Audits was
evolved in modern corporate legislations across the world. These auditors are the
impartial quasi-regulators who facilitate ensuring compliance with the provisions
of the law.

Indian Companies Act, 2013 contains two such provisions with reference to the
legal audits:

Firstly, in the form of certification of annual return of a listed company or a com-
pany which includes all unlisted public companies as well as the private companies,
having paid-up share capital of Rs. 10 crore or more or turnover of Rs. 50 crore or
more, by a Company Secretary in practice.

Secondly, Secretarial Audit of a listed company and a public company having a paid-
up share capital of Rs. 50 crores or more or a public company having a turnover of
Rs. 250 crores or more and all Companies having outstanding loans or borrowings
from banks or public financial institutions of Rs. 100 crore or more as at the end of
Financial year. The Audit is required to be performed by a Company Secretary in
practice.

Another important audit which has been introduced in the year 2019, is an audit
under Reg. 24A of SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015. The same has evolved into a secretarial compliance report both
for the listed entity as well as its material subsidiaries.

This book aims to provide complete support for conducting these audits. Further,
the Audit checklists are flexible enough to be tailored to suit the need of any specific
voluntary audit for all types of companies.

The primary aim of the book is to serve the need of a Company Secretary in prac-
tice conducting all these audits. However, the book is also useful for the auditee
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companies to ensure that they are in full compliance with the law and ready to face
any audit or regulatory action.

A Company Secretary employed in any company may use this book as a guide to
effectively discharge his duties under the section 205 of the Companies Act, 2013 or
implement systems in his organisation.

Apart from this any stakeholder including the entrepreneurs and non-residents
who are doing business in India or intend to do business in India aiming to under-
stand the law in an easy transaction-wise manner is sure to benefit from a perusal
of this book.

We are grateful to our publisher, Bloomsbury India Professional, for giving us this
one more opportunity to contribute another book in our fruitful association spread
over six books.

Milind Kasodekar Shilpa Dixit Amogh Diwan
Founder Partner Founder Partner Partner
KMDS & Associates KMDS & Associates Efficax Consultants LLP

Company Secretaries ~ Company Secretaries
milind.kasodekar@ shilpa.dixit@kmdscs.com amogh@
kmdscs.com efficaxconsultants.com
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How to use this hook?

This book endeavours to be a guide for conducting effective secretarial audit, includ-
ing audit under clause 24A of the Listing agreement and annual return certification
audits. While this book may also be used for proactively ensuring compliance of
various provisions, more help in the form of checkpoints, action points, procedures,
and forms, can be obtained from ‘Company Law Procedures with Compliances and
Checklists’ 6th Edition by Bloomsbury India Professional.

For the required drafts of resolutions and minutes, reference may be made to the
third editon of ‘Meetings- Notices, Resolutions, and Minutes under the Companies
Act, 2013’ by Bloomsbury India Professional.

As the audit checklists are prepared to be applicable to the broadest types of com-
panies, including private companies, it demands a certain level of generalisation and
does not account for the specifics. To make sure that all such factors are covered by
the audit, following steps or points are required to be noted:

+ Check for any changes in law (Act, rules, notifications, circulars, standards, var-
ious returns/formats of the forms etc.) after the publication of the book if the
audit exercise pertains to a date later than the date of the book.

o If the law has changed during the year under Audit, check the compliance
accordingly.

« The checklists under other legislations are not relevant for the purpose of certi-
fication of Annual Return.

« For Secretarial Audit, both the points for certification of Annual Return as well
as checklist under other laws is relevant.

+ Check the Articles of Association of the Company and whether they mandate
any specific procedure for approvals of certain matters/any different way of
approval (unanimous resolutions etc.)/prohibit use of a specific procedure etc.

« As the book is written with running companies in mind, no separate checklists
are provided for companies that are in corporate insolvency resolution process
or liquidation. In case of such companies, check all existing compliances with
appropriate changes as well as any specific applicable compliances.

o On asimilar line, this book covers the checklists of certification of annual return
and secretarial audit, both of which have statutory mandate. If any voluntary
audit is undertaken by the user, the checklists may require modification in the
light of scope of the work.

« All the checklists are exclusively based on the compliances applicable for the
company and not for other parties to the transaction.
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Xiv

As this book essentially deals with the minimum legal requirements, the discre-
tion of the user in framing of the audit opinion may go beyond the requirements
and indeed, in a few cases, such extra layer of checking is warranted.

There are other points to be considered by the professional in discharge of his
duties. Attention is drawn to the provisions of the Regulation 3 of the ICSI Unique
Document Identification Number (UDIN) Guidelines, 2019 which requires gen-
eration of UDIN at the time of or 7 days before the signing of these certifications
and audits. Further, the ICSI Auditing Standards CSAS-1 to CSAS-4 are manda-
tory from 1st of April, 2021 which are required to be followed.
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