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PRESIDENT MESSAGE 

 

 

Dear Professional Colleagues, 

Doing good to others out of compassion is good, but the Seva (service) of all beings in the 
spirit of the Lord is better.                                            -Swami Vivekanand 

 
There is nothing that makes you feel better than providing the umbrella of Benevolence 
to those who are actually in need. In this context I would congratulate the Managing 
Committee of Companies Secretaries Benevolent Fund (CSBF) for successfully organizing 
a Cultural Evening on 14th March, 2015 on the theme “Selflessly serve the members of 
CSBF”. The idea was to bring the members of CSBF together and to strengthen the Fund 
to extend much enhanced financial assistance to its members and their families. I thank 
all the members who have contributed financial support, articles, time etc that has made 
this cultural evening a grand success. I appeal to all those members of the Institute who 
have yet not become the member of Fund, to join CSBF and contribute towards this 
collective initiative of Benevolence.  

The main attraction of the Cultural Evening was the awe-inspiring performance by 
Padam Shri Shekhar Sen, Chairman of the Sangeet Natak Akademi, India’s National 
academy for dance, music and theatre. Shri Sen, a renowned singer, music composer, 
lyricist and actor, has brought live the legendary of Swami Vivekananda before the 
audience. It has enlightened the minds of audience, with the thoughts and wisdom of 
Swami Vivekanand. 

I am pleased to present yet another issue of e-CS Nitor in our endeavour of disseminating 
knowledge and would like to conclude with the words of Swami Vivekanand, “Take up 
one idea. Make that one idea your life- think of it, dream of it, live on that idea. Let the 
brain, muscles, nerves, every part of your body, be full of that idea, and just leave every 
other idea alone. This is the way of success.”  

Let’s commit to the idea of distinguishing ourselves.  

Regards, 

CS Atul H. Mehta  
President  
president@icsi.edu  
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Glimpses of 
CSBF Cultural Evening

Saturday, 14th March, 2015              
6.00 P.M.

Air Force Auditorium, New Delhi

Lighting of Lamp by Hon’ble Justice Jayant 
Nath, Other Dignitaries and Members of 

Managing Committee, CSBF

Group Photo of Dignitaries 
participated in the event

Invocation by Shri Simran Jeet Singh
Shri Chandra Rastogi ji & others

Cross Section of the Audience

Release of Souvenir on the occassion Mr. Harish K. Vaid, Chairman, Cultural Evening 
Event presenting a bouquet to Padma Shri 

Shekhar Sen who enacted ‘Swami Vivekananda’
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Seminar for Students on “Knowledge – Skills – Visibility”  

on 8th March 2015  at Rajkot  

 

National Seminar on Secretarial Audit  held on  
4th  March, 2015 at Marriott Hotel, Hyderabad 

  

 

 

CS Atul H Mehta, President, ICSI  addressing One Day Seminar on “Challenges ahead in the  
Backdrop of Exalted Role of Company Secretary held on 21st February, 2015 at Vadodara 

  

 

ICSI delegation with Chairman, SEBI on  23
rd

 February, 2015 

Left to Right : Shri P K Nagpal, Executive Director, SEBI, 
CS Rishikesh Vyas, Chairman, ICSI-WIRC, Shri U. K. Sinha, Chairman, 

SEBI, CS Atul H Mehta, President, ICSI, CS Sutanu Sinha, CE & OS, ICSI 
and Shri Amarjeet Singh, Chief General Manager, SEBI 

 

Discussion Meet on Secretarial Audit  
held on 31

st
 January, 2015 at SIRC of ICSI 

 
 



 
 

 
 

FAQs on Secretarial Audit* 

 
1. What is Secretarial Audit? 

Secretarial Audit is an audit to check compliance of various legislations including the Companies Act and 
other corporate and economic laws applicable to the company. 

The Secretarial Auditor expresses an opinion as to whether there exist adequate systems and processes 
in the company commensurate with the size and operations of the company to monitor and ensure 
compliance with applicable laws, rules, regulations and guidelines.  Secretarial Audit helps to detect the 
instances of non-compliance and facilitates taking corrective measures. It audits the adherence of good 
corporate practices by the company. 

It is therefore an independent and objective assurance intended to add value and improve operations of 
the Company. It helps to accomplish the organisation’s objectives by bringing a systematic, disciplined 
approach to evaluate and improve effectiveness of risk management, control, and governance processes. 

Secretarial Audit thus provides necessary comfort to the management, regulators and the stakeholders, 
as to the statutory compliance, good governance and the existence of proper and adequate systems and 
processes.  

2.  What are the benefits of Secretarial Audit? 

Secretarial Audit can be an effective multi-pronged weapon to assure the regulator, generate confidence 
amongst the shareholders, the creditors and other stakeholders in companies, assure 
FIIs/FIs/SFCs/SIDCs/Banks and instill self regulation and professional discipline in companies.  It is a 
tool of risk mitigation and will allow companies to effectively address compliance risk issues. It helps the 
companies to build their corporate image. 

Secretarial Audit facilitates monitoring compliances with the requirements of law through a formal 
compliance management programme which can produce positive results to the stakeholders of a 
company: 

(a) Promoters 

 Secretarial Audit assures the promoters of a company that those in-charge of its management are 
conducting its affairs in accordance with the requirements of laws and the owners’ stake is not 
being exposed to unintended risk. 

(b) Non-executive/Independent directors 

 Secretarial Audit provides comfort to the Non-executive/Independent Directors that appropriate 
mechanisms and processes are in place to ensure compliance with laws applicable to the company, 
thus mitigating any risk from a regulatory or governance perspective. 

(c) Government authorities/regulators 

 It also facilitates reducing the burden of the regulators in ensuring compliances and they can take 
timely actions against the offenders. 

 
*  The Institute with a view to facilitate the members to conduct Secretarial Audit has compiled Frequently Asked Questions on 

conducting the Audit.   

Due care has been taken in the preparation of these FAQs. The Institute shall not be responsible for any loss or damage resulting from 

any action taken on the basis of these FAQs.  Cross check with original source and Professional Judgement is advised. 



 
 

 
 

(d) Investors 

 Secretarial Audit helps the investors in taking informed investment decision, as it evaluates the 
company in terms of compliance and governance norms being followed by the company. 

(e) Other Stakeholders 

 It is an effective due diligence exercise for the prospective investors or joint venture partners. 
Further Financial Institutions, Banks, Creditors and Consumers can measure the law abiding nature 
of company management. 

(f) Benefits to the company itself 

— Companies that go the extra mile with their compliance programs lay the foundation for good 
governance. 

— Companies with an effective compliance management programme have lesser chance of 
receiving penalties, both monetary and by way of imprisonment. 

— Companies that imbibe business and personal ethics and an effective compliance management 
programme within their work culture often enjoy employee and customer loyalty and public 
respect for their brand, which can translate into better market capitalization and shareholder 
returns. 

— Recognition for the company as a good corporate citizen. 

The Secretarial Audit provides an in-built mechanism for enhancing corporate compliance generally and 
help restore the confidence of investors in the capital market through greater transparency in corporate 
functioning.  

3.  Who can conduct Secretarial Audit? 

Only a member of the Institute of Company Secretaries of India holding certificate of practice (company 
secretary in practice) can conduct Secretarial Audit and furnish the Secretarial Audit Report to the 
company. [Section 204(1) of Companies Act, 2013] 

4.   Which companies are required to undergo Secretarial Audit? 

As per section 204(1) of Companies Act, 2013 read with rule 9 of the Companies (Appointment and 
Remuneration of Managerial Personnel) Rules, 2014, the following companies are required to obtain 
Secretarial Audit Report: 

- Every listed company; 

- Every public company having a paid-up share capital of fifty crore rupees or more; or 

- Every public company having a turnover of two hundred fifty crore rupees or more. 

“Turnover” means the aggregate value of the realisation of amount made from the sale, supply or 
distribution of goods or on account of services rendered, or both, by the company during a financial year. 
[Section 2(91)] 

5.  Whether the Secretarial Audit is voluntary or mandatory as per the provisions of Companies 
Act, 2013? 

Pursuant to the provisions of section 204 of the Companies Act 2013, every listed company and company 
belonging to class of companies as prescribed is required to annex with its Board’s report, a Secretarial 
Audit Report given by a Company Secretary in Practice. 



 
 

 
 

Companies which are not covered under section 204 may obtain Secretarial Audit Report voluntarily as it 
provides an independent assurance of the compliances in the company. 

6.  What is periodicity of Secretarial Audit ? 
Proactive Secretarial Audit on a continuous basis would help the company in initiating corrective 
measures and strengthening its compliance mechanism and processes. It is therefore, advisable that the 
Secretarial Audit is carried out periodically (quarterly / half year / annually) and adverse finding if any, is 
reported on interim basis to the Board immediately. 

The Secretarial Audit Report to be annexed with Board’s report is required to be submitted before the 
preparation of Board’s Report. 

7.  What is the format of Secretarial Audit Report? 

Secretarial Audit Report is required to be provided in the format prescribed in Form MR-3. (Rule 9 of the 
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014). 

8.  What are the laws specifically mentioned in MR-3 which need to be examined while conducting 
the Secretarial Audit? 

In terms of Form MR-3, the Secretarial Auditor needs to examine and report on the compliance of the 
following five specific laws:  

(i) The Companies Act, 2013 (the Act) and the rules made thereunder;  

(ii) The Securities Contracts (Regulation) Act, 1956 (‘SCRA’) and the rules made thereunder;  

(iii) The Depositories Act, 1996 and the Regulations and Bye-laws framed thereunder;  

(iv) Foreign Exchange Management Act, 1999 and the rules and regulations made thereunder to the 
extent of Foreign Direct Investment, Overseas Direct Investment and External Commercial 
Borrowings;  

(v) The following Regulations and Guidelines prescribed under the Securities and Exchange Board of 
India Act, 1992 (‘SEBI Act’):-  

(a)  The Securities and Exchange Board of India (Substantial Acquisition of Shares and 
Takeovers) Regulations, 2011;  

(b)  The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 
1992;  

(c)  The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) 
Regulations, 2009;   

(d)  The Securities and Exchange Board of India (Employee Stock Option Scheme and Employee 
Stock Purchase Scheme) Guidelines, 1999;  

(e)  The Securities and Exchange Board of India (Issue and Listing of Debt Securities) 
Regulations, 2008;   

(f)  The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer 
Agents) Regulations, 1993 regarding the Companies Act and dealing with client;  

(g)  The Securities and Exchange Board of India (Delisting of Equity Shares) Regulations, 2009; 
and  

(h)  The Securities and Exchange Board of India (Buyback of Securities) Regulations, 1998;  

In addition, the form MR-3, point (vi) also refers to ‘Other laws as may be applicable specifically to the 
company.’ 



 
 

 
 

 

9.  What is the coverage of ‘Point (vi) ............. (other laws as may be applicable specifically to the 
company)’ in Form MR-3 ? 

The Council of the ICSI at its 226th meeting held on November 21, 2014 decided on the Scope of 
Secretarial Audit as regards “point (vi) …….( other laws as may be applicable specifically to the 
company)”, which is placed as under: 

 Reporting on compliance of ‘Other laws as may be applicable specifically to the company’ which 
shall include all the laws which are applicable to specific industry for example for Banks-all laws 
applicable to Banking Industry; for insurance company-all laws applicable to insurance industry; 
likewise for a company in petroleum sector- all laws applicable to petroleum industry; similarly 
for companies in pharmaceutical sector, cement industry etc.  

 Examining and reporting whether the adequate systems and processes are in place to monitor and 
ensure compliance with general laws like labour laws, competition law, environmental laws etc.  

10.  Whether financial laws need to be examined while conducting secretarial audit? 

In case of financial laws like tax laws and Customs Act etc., Secretarial Auditor may rely on the Reports 
given by Statutory Auditors or other designated professionals. 

11.  What are the ‘other areas’ which need to be checked? 

Secretarial Auditor needs to examine and report on the compliance with the applicable clauses of the 
following: 

(i)  Secretarial Standards issued by The Institute of Company Secretaries of India and approved by 
the Central Government. 

(ii)  The Listing Agreements entered into by the Company with ….. Stock Exchange(s), if applicable. 

Format of Secretarial Audit Report also requires reporting on whether- 

- The Board of Directors of the Company is duly constituted with proper balance of Executive 
Directors, Non-Executive Directors and Independent Directors. 

- The changes in the composition of the Board of Directors that took place during the period 
under review were carried out in compliance with the provisions of the Act. 

- Adequate notice is given to all directors to schedule the Board Meetings, agenda and detailed 
notes on agenda were sent at least seven days in advance, and a system exists for seeking and 
obtaining further information and clarifications on the agenda items before the meeting and for 
meaningful participation at the meeting. 

- Majority decision is carried through while the dissenting members’ views are captured and 
recorded as part of the minutes. 

- There are adequate systems and processes in the company commensurate with the size and 
operations of the company to monitor and ensure compliance with applicable laws, rules, 
regulations and guidelines. 



 
 

 
 

12.  What are events & actions required to be reported by the Secretarial Auditor in the audit 
report? 

Secretarial Auditor is required to report and provide details of specific events and actions occurred 
during the reporting period having major bearing on the affairs of the Company in pursuant to above 
referred laws/ rules & regulations. Few events were also given as example in the format of audit report.  

13.  What is the minimum fees to be charged with respect to conducting of secretarial audit? 

There is no minimum fees prescribed by ICSI for conducting Secretarial Audit by Company Secretary in 
practice. 

However, it would be in the fitness of things that Company Secretary in practice takes proper call about 
fees considering the nature & size of the company, type of company and the efforts required to be put in 
while carrying out Secretarial Audit. 

It is expected that member should maintain high standard and quality in audit process.  

14.  Is there any restriction on number of Secretarial Audits? 

As of now, ICSI has not placed any restrictions on number of audits that can be conducted by a Company 
Secretary in Practice in one financial year. 

15.  Is there a requirement of peer review of Secretarial Auditors? 

As of now, there is no requirement of peer review of Secretarial Auditors.  

16.  What are the ICSI initiatives in this regard? 

 The Institute has brought out ‘Guidance note on Secretarial Audit’ to familiarize its members 
about the complexities and nuances of Secretarial Audit and the manner of preparing a 
Secretarial Audit Report and also to prepare them to accomplish the task to the utmost 
satisfaction of all stakeholders. 

 Special issue of Chartered Secretary on Secretarial Audit- January, 2015. 

 Capacity building workshops are proposed to be conducted on Secretarial Audit across the 
country by the Institute and its Regional Councils and Chapters. 

 Industry meet proposed with chambers of commerce, CII, FICCI, ASSOCHAM and other local 
bodies to explain the significance of Secretarial Audit to the Corporate Sector. 

17. Who can sign the Secretarial Audit Report? 

The Secretarial Audit Report should be signed by the Secretarial Auditor who has been engaged by the 
company to conduct the Secretarial Audit and in case of a firm of Company Secretaries, by the partner 
under whose supervision the Secretarial Audit was conducted.   

While conducting and signing Secretarial Audit Report, Company Secretary in Practice should ensure that 
he holds the valid certificate of practice number. 

18. How is the Secretarial Auditor appointed? 

As per Rule 8 of the Companies (Meetings of Board and its powers) Rules, 2014, Secretarial Auditor is 
required to be appointed by means of resolution passed at a duly convened Board meeting. 

It is advisable for Secretarial Auditor to get the letter of engagement from the company. Secretarial 
Auditor should formally accept the letter of engagement. 

Further, as a prudent corporate practice, it is advisable that change in the Secretarial Auditor during the 
year are reported to the members in the Board’s Report. 



 
 

 
 

19. Whether communication to earlier incumbent is required ?  

Yes, whenever a Practicing Company Secretary is appointed as Secretarial Auditor in place of the existing 
Secretarial Auditor, he/she should communicate the appointment to the earlier incumbent in writing, in 
view of the provisions of clause (8) of Part I of the First Schedule to the Company Secretaries Act, 1980 
and the relevant pronounced judgments. 

20.  Is Secretarial Auditor required to get the notice of Annual General Meeting in which his 
report is to be laid before the members? 

Para 1.2.1 of Secretarial Standard on General Meetings requires that the notice in writing of every 
Meeting shall be given to every Member of the company. Such Notice shall also be given to the Directors 
and Auditors of the company, to the Secretarial Auditor, to Debenture Trustees, if any, and, wherever 
applicable or so required, to other specified persons.  

21. What are the rights and duties of Secretarial Auditor under the Companies Act, 2013? 

Section 143 of the Companies Act, 2013 deals with powers and duties of Auditors. Sub-section (14) of the 
section provides that the provisions of this section shall mutatis mutandis apply to the Company 
Secretary in Practice conducting Secretarial Audit under section 204. 

22. What is the professional responsibility and penalty for incorrect audit report? 

Section 448 of Companies Act, 2013 deals with penalty for false statements. The section provides that if 
in any return, report, certificate, financial statement, prospectus, statement or other document required 
by, or for the purposes of any of the provisions of this Act or the rules made thereunder, any person 
makes a statement,— 

(a) which is false in any material particulars, knowing it to be false; or 

(b) which omits any material fact, knowing it to be material, 

he shall be liable under section 447. 

Section 447 deals with punishment for fraud which provides that any person who is found to be guilty of 
fraud, shall be punishable with imprisonment for a term which shall not be less than six months but 
which may extend to ten years and shall also be liable to fine which shall not be less than the amount 
involved in the fraud, but which may extend to three times the amount involved in the fraud. In case, the 
fraud in question involves public interest, the term of imprisonment shall not be less than three years. 

In terms of Section 448, a Company Secretary in Practice is liable to attract penal provision if, he makes 
statement in the Secretarial Audit Report which is false is any material particulars, knowing it be false or 
omits any material fact knowing it to be material. 

Section 204(4) further provides that if Company Secretary in Practice contravenes the provisions of 
Section 204, he shall be punishable with fine which shall not be less than one lakh rupees but which may 
extend to five lakh rupees. 

Besides, the Company Secretary in Practice shall be liable for professional or other misconduct 
mentioned in First or Second Schedule or in both the Schedules to the Company Secretaries Act, 1980 and 
where held guilty, be liable for the following actions: 

(i) where found guilty of professional or other misconduct mentioned in the First Schedule: 

(a) reprimand; 

(b) removal of name from the register of members upto a period of three months;  

(c) fine which may extend to one lakh rupees. 



 
 

 
 

(ii) where found guilty of professional or other misconduct mentioned in the Second Schedule: 

(a) reprimand; 

(b) removal of name from the register of members permanently or such period as may be 
thought fit by the Disciplinary Committee;  

(c) fine which may extend to five lakh rupees. 

23. What are the skills required for conducting Secretarial Audit? 

The object of the Secretarial Auditor’s Report is to undertake evaluation and form an opinion and to 
report to the shareholders as to whether, and if so, to what extent, the company has complied with the 
laws comprising various statutes, rules, regulations, about the board process, existence of compliance 
management system. This requires knowledge of the corporate laws and economic laws applicable to the 
company.  

Thus, for conducting Secretarial Audit, a Company Secretary in Practice is expected to have expert 
knowledge of all corporate laws. To be able to give an effective report, a Company Secretary in Practice is 
expected to have the following: 

1) Knowledge : While conducting the Audit, the secretarial auditor should have the knowledge of 
exact nature and activities of the Company, about the laws which are applicable to the Company. 
He should have understanding of existence of compliance system, Board process & procedures, 
selection and evaluation process for the Board. 

2) Team : He is required to ensure that he has a team of appropriately trained staff, who can support 
the preparation of the report. Most importantly they should be informed of the basic audit 
requirements and ethics. Related legislative and administrative updates should be shared and 
communicated with the team to build and maintain the expertise.   

3) Documentation & backup : He is expected to develop a manual & checklists which will help in 
evaluation process. He is required to keep proper records of documents and checklists filed during 
the course of audit.  

4) Reliance upon management representations and declaration : He may rely upon the management 
representation letter or declaration upto a certain extent. 

5) Third party supporting and evidences : It would always be helpful to check filing made by the 
company at MCA & other authorities independently. Verification and enquiries can also be made 
with the other statutory and internal auditors and consultants and Independent Directors of the 
Company. 

6) Adhering to the timelines : Schedule set to conduct the audit process should be strictly adhered to 
in order to gain the confidence of the client and boost the expertise level of the team. 

7) Honesty and impartiality : A Company Secretary in Practice has the professional duty to provide an 
unbiased and objective view. Company Secretary in Practice should be independent from the 
company being audited.   

 The Secretarial Auditor is expected to ensure that activities of the client company are in 
accordance with the applicable procedure and that supporting evidence maintained by the 
company is genuine. 

8) Maintaining Audit Diary : The Audit exercise needs to be planned and executed professionally and 
verifications done by the team members should be recorded daily. Such maintenance of diary 
would help in keeping audit trail that would come in handy to ensure the quality of audit. 



 
 

 
 

24.  What is the duty of Secretarial Auditor with respect to reporting on fraud under section 
143(12) of the Companies Act, 2013? 

A very significant duty has been cast on the Company Secretary in Practice under section 143 (12) of the 
Companies Act, 2013. It provides that if the Company Secretary in Practice, in the course of the 
performance of his duties as auditor, has reason to believe that an offence involving fraud is being or has 
been committed against the company by officers or employees of the company, he shall immediately 
report the matter to the Central Government. 
 
The Companies (Amendment) Bill, 2014 passed by Lok Sabha proposes to substitute section 143(12) as 
under: 
 
“(12) Notwithstanding anything contained in this section, if an auditor of a company in the course of the 
performance of his duties as auditor, has reason to believe that an offence of fraud involving such amount 
or amounts as may be prescribed, is being or has been committed in the company by its officers or 
employees, the auditor shall report the matter to the Central Government within such time and in such 
manner as may be prescribed: 
 
Provided that in case of a fraud involving lesser than the specified amount, the auditor shall report the 
matter to the audit committee constituted under section 177 or to the Board in other cases within such 
time and in such manner as may be prescribed: 
 
Provided further that the companies, whose auditors have reported frauds under this sub-section to the 
audit committee or the Board but not reported to the Central Government, shall disclose the details about 
such frauds in the Board's report in such manner as may be prescribed.” 
 

Further, as per the Companies (Audit and Auditors) Rules, 2014, in case the auditor has sufficient reason 
to believe that an offence involving fraud, is being or has been committed against the company by officers 
or employees of the company, he shall report the matter to the Central Government immediately but not 
later than sixty days of his knowledge.  

In case, Company Secretary in Practice does not comply with the provisions of section 143(12), he shall 
be punishable with fine which shall not be less than one lakh rupees but which may extend to twenty-five 
lakh rupees. 
 
Sub-section (13) of Section 143 provides that no duty shall be regarded as having been contravened by 
reason of his reporting the matter (fraud) if it is done in good faith. 

25.  What is the manner of reporting Qualification in the Secretarial Audit Report?  

A qualification, reservation or adverse remarks, if any, should be stated by the Secretarial Auditor at the 
relevant places in his report in bold type or in italics.  

If the Secretarial Auditor is unable to express an opinion on any matter, he should mention that he is 
unable to express an opinion on that matter and the reasons therefor. If the scope of work required to be 
performed is restricted on account of restrictions imposed by the company or on account of 
circumstantial limitations (like certain books or papers being in the custody of another person who is not 
available or a Government Authority), the Report should indicate such limitations. If such limitations are 
so material that the Secretarial Auditor is unable to express any opinion, the Secretarial Auditor should 
state that in the absence of necessary information and records, he is unable to report on compliance(s) 
relating to such areas by the Company. 



 
 

 
 

Further, the Board of Directors, in its Board’s report, shall explain in full any qualification or observation 
or other remarks made by the Company Secretary in Practice in the Secretarial Audit Report.  
 
26.  Is Secretarial Audit applicable to companies closing their financial year on March 31, 2014? 
 
The requirement of Rule 9 of the Companies (Appointment and Remuneration of Managerial Personnel) 
Rules, 2014 relating to Secretarial Audit Report has come into effect from April 1, 2014. 
 
Section 204(1) of the Companies Act, 2013 provides that the Secretarial Audit Report shall be annexed to 
the Board’s Report made under sub-section(3) of section 134. 
 
As per MCA Circular No.08/2014 dated 4th April, 2014, the financial statement (and documents required 
to be attached thereto), Auditor’s Report and Board’s Report in respect of financial years that 
commenced earlier than 1st April, 2014 shall be governed by the relevant provisions/ Schedules/ Rules 
of the Companies Act, 1956 and that in respect of financial years commencing on or after 1st April, 2014, 
the provisions of the new Act shall apply.  
 
Combined reading of Act, The rules and the circular shows that in case of prescribed companies, the 
financial year of which closed on 31st March, 2014, Secretarial Audit is not applicable for that year. 
 
All the companies to whom the Secretarial Audit becomes mandatory under Companies Act 2013, need to 
undertake the Secretarial audit for the financial year 2014-2015. 
 
27.  Is the Secretarial Auditor required to obtain a Letter of Representation from the Auditee 

company? 

It is strongly advised that the Company Secretary in Practice obtain a management representation letter 
from the auditee company. The letter may be signed by senior management (Company 
Secretary/Managing Director/ Senior Management) who would normally have authority to issue the 
same. Suggested format of the management representation letter is included in the publication” Guidance 
Note on Secretarial Audit.” The format may be changed, depending on the circumstances and facts 
governing each audit. 

The Secretarial Auditor can use this letter of representation as part of his audit evidence.  

 28.  Is Secretarial Audit applicable to a private company which is a subsidiary of a public 
company? 

Section 2(71) of the Companies Act, 2013 defines a “Public Company as one  
(a) Which is not a private company; 
(b) Has a minimum paid-up share capital of five lakh rupees or such higher paid-up capital as may 

be prescribed. 

The proviso to the definition states that “Provided that a company which is a subsidiary of a company, not 
being a private company, shall be deemed to be public company for the purposes of this Act even where 
such subsidiary company continues to be a private company in its articles. 

By this definition, it can be inferred that Secretarial Audit would be applicable to a private company 
which is a subsidiary of a public company, and which falls under the prescribed class of companies.   

 

*** 

  



 
 

 
 

 Why Undertake Baseline Assessment Study  
in CSR Interventions 

 

Anil Dhaneshwar* 

CSR Expert & Researcher, Genesis 

Introduction  

Baseline assessment means trying to assess the existing state of affairs of the project, people, 
environment, business and demographic information of the select village, town or district covering the 
affected project area and should generally be carried out before start of the Corporate Social 
Responsibility (CSR) intervention project. Instead of implementing CSR projects which may not be need 
based, baseline assessment or need assessment must be carried out before starting any CSR intervention 
to gauge precisely the needs of the Society. After implementing the CSR project on the basis of baseline or 
need assessment, impact assessment becomes more concrete to track improvements.  

Background  

As per the Companies Act, 2013 (the Act) the CSR spending is mandatory on all the private, public and 
Public Sector Undertakings operating in India, subject to thresholds mentioned in the Act read with 
Companies (CSR) Rules, 2014, amendment/clarification thereon, issued by Ministry of Corporate affairs 
and Department of Public Enterprises (DPE) Guidelines as the case may be . It is estimated that over 8500 
companies will come under the purview of CSR spending amounting to Rs. 18,000 crores annually. This 
amount is estimated to grow each year with the rise in the profits of the companies with the favourable 
industrial environment and with the expected growth of GDP by 5.88% over the next 5 years. India is the 
most favoured destination at the moment for investment in the international market. The Indian stock 
market is also vibrant and reaching heights at the moment showing favourable industrial and investment 
climate in the country. All these favourable factors are going to help the companies earn more profits in 
public and private sector and will eventually contribute to increase CSR spending of the companies over 
the period of time.  

Meaning & Scope of Baseline Assessment 

Baseline assessment means trying to assess the existing state of affairs of the project, people, 
environment, business and demographic information of the select village, town or district covering the 
affected project area. The need assessment is also done as an additional feature in the baseline 
assessment to know where they stand at the moment and what are their requirements or needs to 
improve it further. Usually such a baseline assessment should be done before starting any project, 
initiative, concept in the catchment area. There are several ways in which this baseline survey can be 
carried out. They include information gathering from Government records on population, employment, 
agriculture, business, industry etc. and various relevant websites of the Chamber of Commerce, Industry 
Association, published information through articles etc., which is easily available. However, this is not 
adequate. One needs to collect factual and need based assessment by way of personal interviews of the 
beneficiaries or families through various methods. 

Research Design  

This is a very critical component in the baseline assessment study. The sample of respondents to be 
covered must be representative of all types of stake holders under the proposed CSR intervention 
residing or affected in the catchment area of the project. For example, a cement or power plant will cover  

*   The views expressed are personal views of the author and do not necessarily reflect those of the Institute. 



 
 

 
 

 

all types of stakeholders around the location of the plant and nearby villages or towns where they come 
from. Both these plants add to air pollution and as such people staying around the plant are affected. 
Thus while carrying out a baseline or need assessment study it is absolutely essential to interview 
adequate representative samples. While deciding the research design it is very essential to have complete 
demographic information on number of households, population, occupation, income levels etc. and 
accordingly decide the sample size which will depict a realistic picture of the existing status and assist in 
knowing their needs and priorities. An ideal sample size would be 1 to 3 % of the households affected in 
the project catchment area. Further, the questionnaire should have most of the questions with close 
ended options. Typically the research design will guide us on number of interviews to be conducted for 
households, business, trade, commerce, society, professionals, industry associations, opinion leaders etc. 
The success of the baseline assessment primary depends on proper research design and the format of 
questionnaire containing various relevant questions which would throw light on their needs and 
priorities under CSR intervention. 
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Points to be considered during baseline assessment in the town/village  

 Creating awareness through social media on commencement of the survey  
 Giving proper authority letter to the field investigators for data collection  
 Clarity on the research design 
 Sampling techniques and methodologies to be used 
 Complete demographic information 
 Data validation and back checking mechanism 
 Monitoring and evaluation of the assignment 
 Frequent interactions with the field teams by researcher for first hand assessment of the needs and 

priorities of the villages 
 Data analysis, interpretation and logical conclusions 
 Needs and priorities in various areas like water, sanitation, education, health, transport, 

environment, women empowerment, child care, etc.  
 Suggestions projects of short term and long term nature 
 Ensure sustainability; and 
 Tangible and actionable recommendations for implementation.  

Tools for insight into baseline assessment  

There are various tools available in qualitative and quantitative field methodologies. The qualitative 
methodologies include Focus groups, In-depth interviews, Observations surveys etc. The quantitative 
methodologies include Questionnaire based survey with large number of household respondents. The 
qualitative methodologies are short, cost effective and have a quick turn out while quantitative 
methodologies takes comparatively longer time and cost implications are higher. A suitable combination 
is recommended while carrying out baseline assessment project. Wherever possible, photographs, audio 
& video recording and case studies may be used for a clearer understanding of the issues involved and 
giving possible remedies to compensate damage to the people and planet.  

Instead of implementing projects which may not be need based, baseline assessment or need assessment 
must be carried out before starting any CSR intervention to gauge precisely the needs of the Society. After 
implementing the CSR project on the basis of baseline or need assessment, impact assessment becomes 
to track improvements in the standard of living of the affected households in the villages. Usually baseline 
assessment takes 3 months to complete. Ideal time for impact assessment should be after 12 months of 
implementing CSR intervention to draw meaningful conclusions and track improvements, if any. This will 
ensure sustainability of the CSR intervention which is critical for any CSR project. 
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[TO BE PUBLISHED IN PART-I SECTION 2 OF THE GAZETTE OF INDIA] 

Government of India 
Ministry of Corporate Affairs 

‘A’ Wing, 5th Floor, Shastri Bhawan 
New Delhi-110001, 02nd March 2015 

 
NOTIFICATION 

 
No. PFG (1073)/ 14-Ad. I................................. The President is pleased to appoints Ms. Anjuly Chib Duggal, IAS 
(PB:81) as Secretary in the Ministry of Corporate Affairs, with effect from the forenoon of 01st March, 2015. 
 

Sd/- 
(Kshitish Kumar) 

Under Secretary to the Govt. of India 
The Manager, 
Government of India Press, 
FARIDABAD (Haryana) – along with Hindi version 
 
Endt. No. PFG (1073)/14-Ad.I                         02nd March 2015  

1. Ms. Anjuly Chib Duggal, Secretary, MCA 
2. PS to Corporate Affairs Minister 
3. PSO to Secretary/PS to JS(M)/JS(B)/JS(SP)/JS(AM) 
4. Department of Personnel and Training, Office of the Establishment Officer w.r.t their communication 

No. 1/3/2014-EO(SM.I) dated 24.11.2014 
5. The Chief Secretary, Govt of Punjab, Chandigarh 
6. Accountant General, Punjab, Chandigarh 
7. All Secretaries of Ministers/ Departments, Govt. Of India 
8. All Chief Secretaries to the State Governments/ Union Territories 
9. President’s Secretariat, New Delhi 
10. Vice President’s Secretariat, New Delhi 
11. Prime Minister’s Office, South Block, New Delhi 
12. Cabinet Secretariat, New Delhi 
13. Rajya Sabha Secretariat, New Delhi 
14. Lok Sabha Secretariat, New Delhi 
15. CAT/CCI/CLB/SFIO/IICA 
16. All RDs/RoCs/OLs 
17. The Pay and Accounts Officer, Ministry of Corporate Affairs, New Delhi 
18. All officers/ Sections in the Ministry of Corporate Affairs 
19. Service Book/ Personal File of the Officer 
20. Hindi Section for translation 
21. Guard File-2015 
22. e-Governance Cell for uploading on website of the Ministry 

 
Sd/- 

(Kshitish Kumar) 
Under Secretary to the Govt. of India 

 
 



 
 

 
 

General Circular No. 03/2015 
F.No. MCA21/272/2014 
GOVERNMENT OF INDIA 

MINISTRY OF CORPORATE AFFAIRS 

5th Floor, ‘A’ Wing, Shastri Bhawan 
Dr. R.P. Road, New Delhi 
Dated: 03rd March 2015 

To, 
 
All Regional Directors, 
All Registrars of Companies, 
All Stakeholders. 
 

Subject :  Clarification relating to filing of e-form DIR-11 & DIR-12 under the Companies Act, 2013- 
regarding. 

 
Sir, 
 

This Ministry has received several representations about the difficulties faced by stakeholders due to 
deactivation of Digital Signature certificates (DSC) following en masse resignation of all the directors of a 
company before appointment of new directors in their places. The difficulty arises because of automatic 
deactivation of DSC on filing of DIR-11 (Notice of resignation of a director to the Registrar) by the 
resigned/ resigning Director (s), and none of the new Director’s details having been filed. As a result, form 
DIR-12 (Particulars of appointment of directors and the key managerial personnel and the changes among 
them) cannot be filled by a company due to lack of an authorized signatory Director. 

2.  In order to enable the filing of such e-forms and till an alternative mechanism is put in place in MCA 21 
system, it is clarified that the Registrar of Companies within their respective jurisdiction are 
authorized, on request from the stakeholders, and after due examination, to allow any one of the 
resigned director who was an authorized signatory Director for the purpose of filing DIR-12 only along 
with additional fees, as applicable and subject to compliance of other provisions of Companies Act, 
2013. 

3. This issues with the approval of secretary, MCA. 

Yours faithfully, 
 

Sd/- 
(KMS Narayanan) 

Assistant Director (Policy) 
Phone : 23387263 

Copy to :- 

1. E-Governance Section and web contents officer to place this circular on the Ministry website. 
2. Guard File. 

 
 
 
 
 
 



 
 

 
 

General Circular No. 04/2015 
 

No. 1/32/2013-CL.V 
Government of India 

Ministry of Corporate Affairs 
 

5th floor, 'A' Wing, Shastri Bhavan 
New Delhi - 110001 
Dated; 10/03/2015 

To 
All Regional Directors, 
All Registrar of Companies, 
All Stakeholders. 
 
Subject : Clarification with regard b section 185 and 186 of the Companies Act 2013 - loans and 

advances to employees - reg. 
 

Sir, 
 

This Ministry has received a number of references seeking clarification on the applicability of 
provisions of section 186 of the Companies Act, 2013 relating to grant of loans and advances by 
Companies to their employees. 
 
2.  The issue has been examined and it is hereby clarified that loans and/or advances made by the 
companies to their employees, other than the managing or whole time directors (which is governed by 
section 185) are not governed by the requirements of section 186 of the Companies Act, 2013. This 
clarification will, however, be applicable if such loans/advances to employees are in accordance with the 
conditions of service applicable to employees and are also in accordance with the remuneration policy, in 
cases where such policy is required to be formulated. 
 
3.  This issues with the approval of the Secretary. 
 

Yours faithfully, 
 

Sd/- 
Assistant Director 

Phone: 011-23387263 
 

Copy to: 
 

1.  PSO to Secretary 

2.  PS to JS(M)/JS(B)/JS(A)/JS(SP)/DII(NS)/DII(P) 

3.  E-Gov Cell for uploading on the MCA website 

4.  Guard File. 
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Disclaimer : 

Although due care and diligence have been taken in preparation and uploading this e-journal, the 
Institute shall not be responsible for any loss or damage, resulting from any action taken on the 
basis of the contents  of  this  e-journal.  Any  one  wishing to act on the basis of the material 
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Articles / Reviews invited for e-CS Nitor 
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