SECRETARIAL AUDIT
COMPANIES ACT, 2013
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WHAT IS SECRETARIAL AUDIT

U Process of verification
of records and
documents

U To check compliance

A various laws &
rules/procedures,

A maintenance of books,
records etc.

CS. ANIL MURARKA
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HISTORICAL BACKGROUND

Financial Aspects
Compliance of various Laws
Corporate Irregularities
NFCGo[28/07/2009 ]
CGVoluntary Guidelines-2009 [ D €@06 ]
CompaniesBill, 2009

AParliament Standing Committee [ A (2@l
AEvery Company- "~ 5.00 Crores or more
AMeeting with Members of PSC
U ICSI dVision & Mission

U ICSI - Meeting

AH o n O Miniseer §[02/03/2011] &

ASecretary, MCA [March -July, 2011] \CS_ANIL_
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EVOLUTION

wlisted Companies

Since 2000 0 Securities related Audit (Clause 47C)

February 2000 d Corporate Governance (Clause 49)

Companies (Compliance Certificate) Rules, 2001 (Section 383A)
A Every company with paid -up capital of Rs 10 lakh or more

A Required even if company had a Company Secretary in employment
(applicable from December 31, 2002)

Listing Agreement

A Secretarial Audit Report for reconciliation of total admitted capital with
depositories and total issued and listed capital (CA or CS)

Due Diligence ReportBanks- 2009

Due Diligence certificates / reports for IPO, open offer, bonus issue, GDR issue, etc.

Secretarial Audit and Annual Return certification (Companies Act 2013)

PRACTISING COMPANY SECRE"




SA - AIM TO ACHIEVE?

Compliance with the legal and procedural
requirements

Greater Transparency

Effective  Risk Management tool & Board
Process & Compliance

Corporate Governance

Safety  valve against unintended legal
violations & corrupt practices

Building corporate image/goodwill

CS. ANIL MURARKA;
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BENEFICIARIES

KMP & Board

independent
Directors

Companies

of Directors

Investors /

Shareholders Society

Government
Other

Prospective

Authorities /
Investors

Regulators Stakeholders

CS. ANIL MURARKA ¢
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SA - TRANSFORM CURRENT
SITUATION?

OPr event
better than
cur eo

CS. ANIL MURARKA 7
PRACTISING COMPANY SECRETAF



APPLICABILITY

C Section 204 of the CompaniesAct, 2013

C Companies(Appointment and Remuneration of Managerial
Personnel) Rules, 2014

U Companiescovered.

AEvery Listed Company (includes Companies whose
debentures, warrants are listed)

AOther class of companies:

VEvery Public Company having a paid up share capital of
fifty crore rupees or more

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

U Secretarial Audit Report shall be annexed to Boar d
Report

U Board in their Report to explain in full any gqualification or
observation or other remarks made by PCSin his report

U Format of Secretarial Audit Report shall be in Form MR-3

CS. ANIL MURARKA
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A By an Independent Professional \

-Member of ICSI Am |

-Holding Certificate of Practice eligible>
A Qualification and; ;{Q/‘
A Disqualification of Secretarial Auditor -

-No legal provisions in the Act

A Suggestion :
-Self Code
-Similar requirement -Statutory Auditor & Cost Auditor /

AOnce in a year

CS. ANIL MURARKA ¢
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APPOINTMENT

C Section 117(3) of the Companies Act, 2013
C Companies (Meeting of Board and its Powers) Rules, 2014 [Rule 8(4)]
U By Board of Directors
My means of a Resolution passed at the meeting of Board
ACompany to file the Resolution with ROC [Section 117 (3)]
AGT-14
280 Days
U Obtain Consent
U Period of Office
AThe Act is silent
ASuggested
ANeeds elaborate discussions
V 3 years
U Time of Appointment
A Suggestions
V At the beginning of year

CS. ANIL MURARKA
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Removal & resignation

U Removal of Secretarial
Auditor

A No provisions in the Act

U Resignation of Secretarial
Auditor

A Board to note and file
form  with ROC (not

obligatory)

U Secretarial Auditor also to
file form with ROC (not
obligatory)

U Appointment of Secretarial
Auditor on casual vacancy

CS. ANIL MURARKA
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ALL APPLICABLE LAWS, FORM MR 3
Board Structure

Listing Agreemen$l Notice, Agenda,
Minutes , Notes

Companies Act [} ses! Regulation

Takeover Code

SCRA

Buy Back

Delisting
FEMA RIA
- Minutes
Depositories Ac

U Applicable 6 Laws 6 Specifically
t Compliance with the Provisions of Act, Rules, Regulations, Guidelines
U Adequate 0 Systems & Process 6 Compliance of Applicable Law

CS. ANIL MURARKA ;
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SECRETARIAL AUDIT
- COMPANIES ACT, 2013

CS. ANIL MURARKA 13
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Documents required for audit

(G- - e - e - -

Memorandum & Articles of Association

Notice, Agenda, Notes on Agenda Minutes of
Meetings, Attendance Registers

Draft Financial Statements, Audi t oRefoH,
Di r e c Rapartd s

Statements for Borrowings and Investments

All Statutory Registers

Disclosures / consents / declarations

Filings with ROC/ Regulatory Authorities / RBI
Filings / submissions to Stock Exchanges
Relevant Approvals / Correspondence

Compliance Certificates of functional heads for
compliance of Applicable Laws

CS. ANIL MURARKA
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Here is a Company Secretary who has
come here with his family to enjoy a

vacation




MOA & AOA

C Section 13 & 14 of the CompaniesAct, 2013
C Companies(Incorporation) Rules, 2014
U Alteration

ASpecial Resolution %
AMGT -14

U Changeof name
AApproval of CG
AFresh Certificate of Incorporation &Form No. INC 25

AConversion of a Company from Private to Public or vice
versa 0 Application in Form No. INC 27

AFiling of Order of Competent Authority with Registrar

AForm No. INC 27 together with printed copy of altered
AOA

V within 15 days from the date of Order
U Noting [Section 15]

AEVGW copy of MOA & AOA CS. ANIL MURARKA
PRACTISING COMPANY SECRETAR
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MOA & A&LQA 3

U Shifting of Registered Office
Arom one State to another State
V application in Form No. INC 23
Vadvertise the Application in Form No. INC 26
Vapproval of CG
Vfiling of Order
-Form No. INC 28
- fee
- within 30 days
- with ROCof Both States
U Raising money from public
Arhrough prospectus
Anutilised Amount of the money so raised
ASpecial Resolution has been passed & change objects
Aublishing of detail
V english language & vernacular language
V website of the Company
Alustification for such change

Missenting Shareholders CS. ANIL MURARKA 1
V opportunity to exit PRACTISING COMPANY SECRETAR




MOA & A& 3

U INDICATIVE LIST OF DOCUMENTS :

1. Notice convening General Meeting with relevant
Explanatory Statement

Minutes of General Meeting

Annual Return

Financial Statement

Return of Deposits

Advertisement for Change in Objects
Memorandum of Association

Articles of Association

INC24, INC25, INC26, INC28 INC27, MGT14 (along
with attachments)

© 00N O A WD
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DISCLOSURE

C Section 12 & 60 of the CompaniesAct, 2013
C Companies(Incorporation) Rules, 2014

U Changeof Registered Office

A From one Registrar to another

special resolution
application to Regional Director (RD)
Form No. INC 23
RD- 30 days
file with Registrar
within 60 days of confirmation
U Address of Registered Office

A Display at Registered Office & all other offices
U Change of name

A During last 2 years

A Affix former Name

A Certificate shall be conclusive evidence

< <K<K <L L

CS. ANIL MURARKA
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DISCLOSURE conTD.

U Display of details U Display at
A Name A Business Letter
A Address of Registered office at A Bill Heads
all offices A A Letter papers
A Corporate Identification Number A All Notices &
A Telephone Number A Other Official Publication

A Fax Number, if any
A E-Mail & Website Address, if any

U Publication of Authorized, Subscribed & Paid-up capital [Section 60]
U INDICATIVE LIST OF DOCUMENTS :

Certificate of Incorporation

Business Letters

Billheads

Letter Papers

All Notices

Director Identification Number

Website of the company

Copy of documents which are uploaded on website

Notice convening General Meeting with relevant

Explanatory Statement

10. Minutes of General Meeting TS AL AR,

11. Form No. INC 23 PRACTISING COMPANY SECF
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ISSUE OF SHARES AND OTHER
SECURITIES

Public;and’Private Company

May allotSecurities:as

d N

Private Bonus

Placement Issue Rightiissue

CS. ANIL MURARKA 21
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PRIVATE PLACEMENT

C Section 42 of the CompaniesAct, 2013

C Companies (Prospectus and Allotment of Securities)
Rules, 2014

U No. not to exceed 200 [Rule &14]
Aln a Financial year
AEach kind of security

U No allotment against previous offer/invitation IS
pending/ withdrawn

U Special Resolution has been passed for each offer
/invitation

(NCD - One resolution in ayear is sufficient)
U Explanatory Statement
AJustification for price & premium
Avaluation Certificate by C.A. with 10 years of

experience ®
U Requirements of Private placement offer letter :
Alssue of offer letter - Form PAS-4

ASerially numbered application form

AAﬁldressed specifically to the person to whom
offer

ASent to only such person in writing/electronically

CS. ANIL MURARKA
PRACTISING COMPANY SECRE"



PRIVATE PLACEMENT cont.

ASent within 30 days of recording namesin the list

ANo person other than the addressee was allowed to apply
A/alue of offer/invitation per person

-not less than Rs. 20,000 of face value of the security

1 Offered to such persons whose names are recorded prior to
the invitation to subscribe

Maintain record of Pvt. Placement in Form PAS -5

Filing of offer letter with ROC along with record of offer
within 30 days of circulation of offer letter

If Companyis listed
Avith SEBI
Awithin 30 days d circulation & O/L

Payment only by cheque/demand draft/other banking
channels but not by cash & only from the bank account of
the subscriber

1 To maintain record of the Bank Account from which

payments received

In case of joint holders, payment was received from first

applicant only CS. ANIL MURARKA
PRACTISING COMPANY SECRETAF



PRIVATE PLACEMENY contd.

U Completion of Allotment within 60days from date of receipt
of Application Form

Alf not, Application Money repaid within 15 days of completion
of 60 days

Alf not repaid, the Application Money along with interest at
12 % p.a. from expiry of 60" day was paid

| Board resolution to specifically contain authority for
Issuance of share certificates by 2 directors and CS/one
authorized person

AOne of the two directors should be director other than
MD/WTD .

I Share Application Money to be kept in separate bank
account and utilized only for (a) adjustment against or (b)
repayment.

I Return of Allotment in form PAS-3 within 30 days.

| Share certificates issued within 2 months of allotment of
shares/ 6 months of allotment of debentures .

CS. ANIL MURARKA
PRACTISING COMPANY SECRE"



PRIVATE PLACEMENY cont.

U In case of contravention, money was refunded
within 30 days of order imposing the penalty.

U Company made entry in Register of Members

U INDICATIVE LIST OF DOCUMENTS:
1. Minutes of Board Meeting

2. Notice convening general meeting with
relevant explanatory statement

3. Register of m
4. Members

5. Board Resolution authorising person to sign
Certificate

6. PAS-3, PAS-4, PAS-5 MGT-14
CS. ANIL MURARKA
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BONUS ISSUE

C Section 63 of the CompaniesAct, 2013

C Companies (Share Capital and
Debentures) Rules, 2014

U Authorized by its Articles ;
U Recommendation of Board

U Authorized in the general meeting of
the Company

U No default

APayment of interest or principal in
respect of fixed deposits or debt
securities issued by it;

APayment of statutory dues of the
employees such as contribution to
provident fund, gratuity and bonus;

u Partly paid-up  shares, If any
outstanding on the date of allotment,
are made fully paid-up;

U Return of Allotment o6 30 days -
Registrar - Form PAS-3.

-

CS. ANIL MURARKA 26
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RIGHTS ISSUE

C Section 62 of the Companies Act, 2013
C Companies ( Share Capital and Debentures) Rules, 2014

A Private Company
A Public Company

Kinds of Securities covered :

A Equity shares
A Fully convertible debentures
A Partly convertible debentures

A Any other security which would be convertible
Into equity shares at a later date CS. ANIL MURARKA

PRACTISING COMPANY SECRETA
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RIGHTS ISSUE conto.

U To increase subscribed capital, allot further shares to :

AExisting equity shareholders in proportion to the paid up
share capital held.

V procedure :

-letter of offer to existing equity shareholders as
notice

-by registered post/speed post/electronic mode
-at least 3 days before opening of the issue

V contents of letter of offer :
-specify number of shares offered

-time Iimit of minimum 15 and maximum 30 days from
date of offer, if not accepted, would be deemed to
have been declined

-offer to include aright to renounce
Von expiry of period/renunciation
-board to dispose of the shares

-not disadvantageous to the company and shareholders
CS. ANIL MURARKA
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RI GHT S lcdob UE3 .

U Not Applicable, increase in subscribed capital by exercise of option
ATo convert debentures/loan into shares of the company provided
ATerms of issue by special resolution before issue of debentures/raising of loan.
U Employees under ESOP Scheme
Aprior special resolution .
A Any persons;
V subject to prior special resolution ;
V either for cash or for consideration other than cash,
V if price is determined by valuation report of registered valuer.

U INDICATIVE LIST OF DOCUMENTS :
1. Minutes of Board Meeting
Copy of notice of offer of shares
Articles of Association
Intimation to accept /decline the shares offered

Special Resolution to offer of shares to employees under ESOP and minutes
thereof
Scheme of employee stock option

Special Resolution for offering the shares to any other persons and minutes
thereof. CS. ANIL MURARKA 29

8. PAS-3, MGT-14 PRACTISING COMPANY SECRETAF
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ISSUE OF SWEAT EQUITY SHARES

U Listed Company
A Compliance with the SEBI (Issue of Sweat Equity)
Regulations, 2002 .
U Unlisted Company
A Authorized by special resolution .
A Lapse of one year after Companycommenced business.

A Not more than 15% of the existing paid up equity share
capital in a year or shares of the issue value of Rs.5 crores,
whichever is higher .

Alssuance of sweat equity shares in the company has not
exceeded 25% of the paid equity capital of the company at
any time.

A Register of Sweat Equity Shares in Form No. SH.3

A Register to be maintained at the registered office of the
companyor such other place asthe Board may decide.

A Entries in the Register are authenticated by the Company

Secretary of the company or by any other person
authorized by the Board for the purpose.

CS. ANIL MURARKA
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| SSUE OF SWEAT EGWI T

U INDICATIVE LIST OF DOCUMENTS :

1. Minutes of Board Meeting
Special Resolution with Explanatory Statement
Minutes of General meeting

Approvals of registration from  sectoral
regulators such as RBI, SEBI etc.

Valuation Report
Boardos Report
INC -21, SH-3

PAS-3, MGT-14

> oNs

SO

CS. ANIL MURARKA 5,
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CALLS ON SHARES/DEBENTURES

U By the Board of Directors by means of resolutions
passed at the Board Meeting

U As per the Articles of Association
U The Board of Directors approved

AThe Rate of Interest payable on delayed payment
of calls

Aln conformity with the provisions in the Articles
of Association

U INDICATIVE LIST OF DOCUMENTS :

1.Minutes of Board meeting
2.Articles of Association
3.Copies of Call letter

4.Proof of dispatch of call letters
CS. ANIL MURARKA
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DEBENTURES

¢ Section 71 of the CompaniesAct, 2013
C Companies(Share Capital and Debentures) Rules,
2014
U May issue with an option of conversion o wholly/partly
A Approval by Special Resolution
ANo Voting Right

U Date of Redemption not exceed 10 years from the date of
Issue

A[Except : in case of infrastructure projects may issue
secured debentures for a period exceeding 10 years but
not exceeding 30 years]

U Appointment of Debenture Trustee
A Before the issue of prospectus or letter of offer

ANot later than 60 days after the allotment of the

Debentures CS. ANIL MURARKA
PRACTISING COMPANY SECRET,




DEBENTURES. CONTD.

A Execute a Debenture Trust deed to protect the interest of the
Debenture Holders

A Trust Deed in Form No. SH. 12 or as near thereto

A Favour of the Debenture Trustees within 60 days of allotment of
Debentures

U Creation of Debenture Redemption Reserve
A Out of profits of Company

U INDICATIVE LIST OF DOCUMENTS :

Minutes of Board Meeting

Notice alongwith Explanatory Statement

Minutes of General meeting

Charge documents

Prospectus or Letter of Offer for Subscription of Debentures
Written Consent from Debenture Trustee

Requisition signed by Debenture Holders for Meeting

Trust Deed (SH -12)

Financial Statement

©COoNOoOTkwWNE
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ISSUE AND REDEMPTION OF
PREFERENCE SHARES

C Section 55 of the CompaniesAct, 2013
U Authorized by its Articles to issue preference shares
U Special resolution
U No subsisting default
Aln the redemption of preference shares
Aln payment of dividend due on any preference shares

U The resolution for issue of preference shares has set out the
following matters :

APriority with respect to payment of dividend or
ARepayment of capital vis-a-vis equity shares
AParticipation in surplus dividend

AParticipation in surplus assets and profits, on winding-up
which may remain after the entire capital has been repaid

APayment of dividend on cumulative or non-cumulative basis
AConversion of preference shares into equity shares
AVoting rights

ARedemption of preference shares CS. ANIL MURARKA 3=
PRACTISING COMPANY SECRETAF




| SSUE AND REDEMPTI ON OF ®&WEF

U INDICATIVE LIST OF DOCUMENTS :
1. Articles of Association
2. Financial statement
3. Notice with explanatory statement
4. Minutes of General Meeting
5. Register of Members

CS. ANIL MURARKA
PRACTISING COMPANY SECRET



ISSUE OF CERTIFICATE

SHARES/SECURITIES

C Section 46 of the CompaniesAct, 2013

C Companies (Share Capital and Debentures)
Rules, 2014

U As per Articles of Association
U Certificate under the CommonSeal
U Specifying Shares held
U Duplicate may be issued, if
AProved to be lost or destroyed or;
ADefaced, mutilated, torn & surrendered
U Held in Depository Form
ARecord of Depository
V interest of Beneficial owner

CS. ANIL MURARKA -
PRACTISING COMPANY SECRETAF




TRANSFER & TRANSMISSION OF
SECURITIES

C Section 56 - 58 of the CompaniesAct, 2013
C Companies(Share Capital and Debentures) Rules, 2014 [Rule 11
U Transfer of Shares
A As per Articles of Association ;
A Securities or other Interest
-Public CompanyFreely Transferable
A Within 60 days of Execution
A Instrument of Transfer
V form SH-4,
V physical form of Securities/Letter of Securities
U Partly Paid Shares
A Notice of Application
A Form SH-5
A To the Transferee

A Received no objection to transfer CS. ANIL MURARKA
PRACTISING COMPANY SECRETARY




TRANSFER & TRANSMI SSI| @GomOF

U Records
AAIl transfers have been properly included in the Annual Return .
Alndemnity in respect lost or not delivered .
AEntries in the Register of Transfers

U Delivery of Certificate

AWwithin 2 months of date of Incorporation - Subscribers to
Memorandum

AWwithin 2 months from the date of Allotment & Shares
AWithin 1 month from the date of Receipt of Transfer/Transmission
AWithin 6 month from the date of Allotment & Debentures
U Dealt in Depository
A Allotment of Securities
V immediately to Depository
U Refusal
AWithin 30 days
V reasons
U Transmission of Shares

AlLegal Representative of the deceased shareholder - death of sole
shareholder and

Aln case of joint holdings only to the survivor(s)

U Production of succession certificate  or probate or letter of
administration or indemnify duly signed by the legal heirs of the
deceased or as per procedure stipulated by the Board of Directors

and/or Articles of Association. CS. ANIL MURARKA
PRACTISING COMPANY SECRETA




TRANSFER & TRANSMISSION OF
SECURI Tedne S . 3

U INDICATIVE LIST OF DOCUMENTS :
1.Instrument of transfer (S.H. 4)
2.Notice to transferee (S.H. 5)
3.Share certificates
4.Letter of Allotment of Securities

5.0rder of Court/ Tribunal/ other
authority, If any

6.Records being maintained by RTA

CS. ANIL MURARKA 49
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DEPOSITS

C Section 73 of the CompaniesAct, 2013
C Companies(Acceptance of Deposits) Rules, 2014
U Acceptance of Deposits [Rule 3]
ANot repayable on demand or;

AUpon receiving a notice within a period of less than 6
months or more than 36 months (from the date of
acceptance or renewal of deposit) .

ACompliance of conditions prescribed in Rule 3.
ATo meet those term requirement of Funds
Vaccept or renew

Vshall not exceed 10%-Aggregate of Paid-up Share
Capital & Free Reserves

U Issued Circular to all its Members b
ARegistered post acknowledgemen;
ASpeed post or ; : ﬂ {
AElectronic mode i

e CS. ANIL MURARKA
Aln Form DPT 9 1. | PRACTISING COMPANY SECRE"

| uIeLﬁ4]‘



DEPOS|lcdvh. 3

A May publish in Newspaper
Venglish (Lang: English) and
Vvernacular (Lang: Local) %
Return of Deposits [Rule 16] (;:_
AWith Registrar (MCA) X \
AOn or before 30t June of every year 2
Alnformation as on 31t March of that year v 7oy
AFiling Fee £
ADPT & 3
1 Deposit Insurance [Rule 5]
A Contract
V 30 days before issue of circular or advertisement or;
V 30 days before the date of renewal

Vboth principal & interest (subject to aggregating
monitory ceiling as specified in the contract) o T
PRACTISING COMPANY SECRE"




DEPOSITS. cont.

Alnsurance premium
V by the Company
Vnot to be recovered from
Deposit holders
U Creation of Security [Rule 6]
AAssets of Companyexcluding Intang
Assets
AValue of assets shall not exceed the
Market Value as assessed by a Reg
Aln favour of Trustee on-
V specific Movable Property or;
V specific Immovable Property
U Appointment of Trustee [Rule 7]
A One or more trustee
A Written consent shall be obtained
A Execution of Deposit Trust Deed
VDPT-2

. - CS. ANIL MURARKA
V7 days before issue of circular PRACTISING COMPANY SECRE



