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PROFESSIONAL PROGRAMME

COMPLIANCE MANAGEMENT, AUDIT  
& DUE DILIGENCE

Compliance management is the method by which corporate manage the entire compliance process with the 
help of check list of compliance calendar. It includes compliance program, compliance audit, compliance 
report etc. In other words it is called compliance solution. Secretarial Audit and Compliance Management are 
the routine tools for effective governance. Compliance Management is into a corporate system to avoid non-
compliances and the Secretarial Audit is carried out on periodical basis by an independent professional.

Secretarial Audit is a process to check compliance under the provisions of various laws and rules/ regulations/ 
procedures applicable to organization. It is conducted by an independent professional to ensure that the 
company has complied with the appealable legal and procedural requirements and has also followed the due 
process. It is essentially a mechanism to monitor compliance with the requirements of stated laws.

Due diligence is a pre-emptive tool to assess a business transaction. Due diligence is an investigative process 
for providing the desired comfort level about the potential investment and to minimize the risks such as hidden 
uncovered liabilities, poor growth prospects, price claimed for proposed investment being on higher side etc., 
In general, due diligence process is based on transaction.

This study material is published to aid the students in preparing for the paper on Compliance Management, 
Audit &  Due Diligence of Professional Programme. It is part of the educational kit and guide the students step 
by step through each phase of preparation while emphasizing on key concepts, principles, comprehending, 
integrating and advising to resolve complex issues case studies and decision making.

Company Secretaryship being a professional course, requires the examination standards to be set very high, 
with emphasis as expert of concepts, applications, procedures and case laws, for which sole reliance on the 
contents of the study material may not be enough. Besides Company Secretaries Regulations, 1982 it requires 
the students to be conversant with the amendments in the laws made upto six months preceding the date of 
examination. This study material may therefore be regarded as basic material and must be read along with 
the respective amendments in the Act, Rules, Regulations, Order, Circulars, Clarification notified by the Central 
Government or issued by the respective Regulators.

The coverage of subject is “Hybrid” in nature which requires integrated application of several Core / Ancillary 
areas or references of the other subjects included in the ICSI Syllabus. This study material has covered such 
topics to a limited context. The students are advised to refer the relevant topics from the Bare Acts, Rules 
&regulations and study material of the respective subjects or from the publications such as ICSI Auditing 
Standards, guidance note on Secretarial Audit, Annual Secretarial Compliance Audit, Peer Review, Quality 
review etc., referencer published by the ICSI.

The Study Material is divided in two parts covers in the details the concepts of Compliance Management  in 
Part – I and Audit & Due Diligence in detail under Part-II.

The legislative changes made upto May 31, 2023 have been incorporated in the study material. In addition to 
study material students are advised to refer to the updations at the Regulator’s website, supplements relevant for 
the subject issued by ICSI and ICSI Journal Chartered Secretary and Other publications. Specifically, students are 
advised to read “Student Company Secretary” e-Journal which covers regulatory and other relevant developments 
relating to the subject, which is available at academic portal https://www.icsi.edu/student-n/academic-portal. In 
the event of any doubt, students may contact the Directorate of Academics at academics@icsi.edu.

The amendments to law made upto 31st May of the Calendar Year for December Examinations and upto 
30th November of the previous Calendar Year for June Examinations shall be applicable.

Although due care has been taken in publishing this study material, the possibility of errors, missions and /
ordiscrepancies cannot be rules out. This publication is released with an understanding that the Institute shall 
not be responsible for any errors, omissions and/or discrepancies or any action taken in that behalf.
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LESSON WISE SUMMARY

COMPLIANCE MANAGEMENT, AUDIT  
& DUE DILIGENCE

PART I : COMPLIANCE MANAGEMENT

Lesson 1 - Compliance Framework

A compliance management system manages the entire compliance process of the company. It includes the 
compliance program, compliance audit, compliance reporting etc. The compliance program consists of the 
policies and procedures which guide in adherence of the applicable laws and regulations on the company. 
Further, the compliance audit is an independent testing of level of compliance with applicable laws and 
regulations on an Organisation.

The core function of the company secretary is to formation of the compliance framework in association with the 
other functional heads of the company. The lesson covers process of formation of the compliance frame work 
and point to be considered while dealing with the corporate compliances.

Lesson 2 - Documentation & Maintenance of Records

The good documentation promotes good corporate governance practices and improves the compliance level of 
the company. Also the documentation provides a detailed knowledge of the historical records of the company. 
The effective documentation provides easy access to the required information on time for the effective and 
timely utilization of the information. The primary responsibly of a company secretary to prepare and maintain 
the secretarial and other records, which are required to be kept by the company under the various regulatory 
requirements.

The lesson covers the various method of documents and the principles to be followed by the professional while 
preparation of records as well as at the time of preserving the records in the record room.

Lesson 3 - Signing and Certification

Pre-certification means certification of correctness of any document by a professional including Company 
Secretary in Practice before the same is filed with the respective authority or with the Registrar in terms of the 
requirements of the Companies Act, 2013 and certification under SEBI Laws. The signing professional should 
check the correctness of the particulars stated in form or supporting documents after due consideration of the 
provisions of the Act and the rules made thereunder. The professional should also ensure that the particulars 
stated in the form/ disclosure/ certificates are in agreement with the books and records of the company. The 
lesson covers the prerequisite for the signing and certification by the professionals and the requirement for 
various forms, annual return, corporate governance certification.

Lesson 4 - Legal Framework Governing Company Secretaries

Professionals are expected to conduct themselves in such a manner so as to uphold the grace, dignity and 
professional standing of their respective Institutes. Any commitment to complete a particular assignment as 
agreed by the person himself should be completed in a professional manner.

The purpose of this Lesson is to explain to the students, expectation as a member with respect to various 
aspects of the ethical conduct. This lesson has been designed to assist in defining appropriate personal and 
professional conduct, to provide guidance in the identification and resolution of ethical issues, and to help the 
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students (the future members) of the Institute to maintain the culture of honesty, integrity, transparency and 
accountability.

Lesson 5 - Values, Ethics and Professional Conduct

India with its inherent spiritual strength, rich traditions and strong value systems- which drive from the core 
of family run businesses to large corporate houses become the role model for other countries in corporate 
governance. The company secretaries being practitioners of corporate governance should play a leading role 
in making India a global leader in their field. 

Further, the company secretary is not only the conscience keeper of an enterprise, but he also has a larger 
social responsibility represent internal and external stakeholders of the company and to play a pivotal role in 
ensuring compliances and implementing principles of good governance.

Accordingly, every professional should inculcate highest standards of professional ethics and moral values and 
adherence to professional code of conduct in its true letter and spirit while working in the various capacities. 
The lesson covers the various ethical principles, issues, practical aspects and the recent case laws in the Indian 
corporate sectors.

Lesson 6 - Non-Compliances, Penalties and Adjudications

Corporate compliance involves adhering to various rules, regulations, laws, and standards which are designed 
to protect business, employees, and all others stake holders involved in the organization. The impact of the 
noncompliance of such rules and regulations on a business could be in the form of monetary fines, disqualification 
of directors, prohibition of doing business, regulatory enforcement, and court cases or even extended to the 
closure of the business entity. 

In the recent years the instances of the non-compliances have been continuously increased and the business 
owners are getting impatient as these consequences would affect their eligibility and affect the business in 
many ways. 

The lesson covers the various non-compliances under the Companies Act, 2013, SEBI Act, 1992 & RBI Act, etc. 
and the manner of adjudication and compounding of such offences.

Lesson 7 - Relief and Remedies

The NCLT consolidates the corporate jurisdiction of: i. Company Law Board, ii. Board of Industrial and Financial 
Reconstruction, iii. Appellate Authority for Industrial and Financial Reconstruction and iv. jurisdiction and powers 
relating to winding up, restructuring and other provisions as vested with the High Courts resulting the Reduction 
of the burden on courts and will help companies facing issues related to winding up, mismanagement and 
insolvency of businesses and to Eliminates the overlap the conflicting rulings and minimize the delays in the 
resolution of disputes. 

The proceedings before the NCLT or NCLAT are deemed to be judicial proceedings within the meaning of 
sections 193 and 228, and for the purposes of section 196 of the Indian Penal Code, and the Tribunal and the 
Appellate Tribunal shall be deemed to be civil court for the purposes of section 195 and Chapter XXVI of the 
Code of Criminal Procedure, 1973. The lesson cover the various aspects under Code of Criminal Procedures 
relevant for dealing with the various judicial authorities.

PART II: AUDIT & DUE DILIGENCE

Lesson 8 - Concepts of Various Audits

Audit is an independent and systematic examination of statutory records, books of accounts, documents and 
vouchers of an organization. This mainly performed or conducted to ascertain how far the financial statements 
as well as non-financial disclosures present a true and fair view of the affairs of the company. Audit provides 
a significant assurance to the management and other stakeholders on the affairs of the company. The Auditor 
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while conducting audit obtains evidence and formulates an opinion on the basis of his judgement which is 
communicated through his audit report.

As an independent professional, auditor provide third party assurance on every subject matter for which he has 
been engaged. The lesson covers the areas which are commonly audited by the company secretaries such 
as Corporate Governance Audit, CSR Audit, Takeover Audit, Insider Trading Audit, Industrial and Labour Laws 
Audit, Cyber Audit, Environment Audit, Systems Audit, Forensic Audit, Social Audit etc.

Lesson 9 - Audit Engagement

The Companies Act, 2013 provides that the statutory auditors of the company shall be appointed by the 
members of the company, through a resolution passed at the annual general meeting. However In case of other 
audit the auditors are appointed by the board of the company or by the person authorized by the board of the 
company, by the tribunal/ courts, company liquidators etc.

In any auditing assignment, the engagement letter is the governing documents for whole audit process, as it 
covers the scope of audit, terms & conditions of audit, responsibility of auditor and the management etc.

The lesson covers the various requirements of laws and the points to be considered while taking up the audit 
engagement by any professional.

Lesson 10 - Audit Principles and Techniques

The Auditing principles are the generally accepted rules, which are commonly applicable for the every type 
of Audit, whereas the audit techniques stand for the methods that are adopted by an auditor to obtain audit 
evidence and performance of the audit as per the scope of the audit. An auditor can apply various techniques 
of auditing which may be applied by the auditor under different circumstances of audit.

The purpose of an audit is to enhance the degree of confidence in the secretarial records/non-financial 
statements, of intended users. An auditor expresses his opinion as to whether the significant reporting aspects 
of an enterprise are duly covered within the prescribed framework. The auditor is required to conduct the audit 
and express his opinion based on these principles and techniques for conducting audit.

The lesson covers the various auditing principles and techniques which are useful for undertaking the audit.

Lesson 11 - Audit Process and Documentation

The auditing process is a way to ensure that the affairs of the company were in accordance with the applicable 
laws, rules, regulations and principles and that they are free of material misstatement. The audit process include 
the phase like Pre-Planning, Planning, Fieldwork, Reporting, Corrective Action etc.

The audit documentation is the written record of the basis for the auditor’s conclusions. The audit documentation 
also facilitates the planning, performance, and supervision of the engagement, and is the basis for the review of 
the quality of the work because it provides the reviewer with written documentation of the evidence supporting 
the auditor’s significant conclusions. Among other things, audit documentation includes records of the planning 
and performance of the work, the procedures performed, evidence obtained, and conclusions reached by the 
auditor. Audit documentation also may be referred to as work papers or working papers.

The lesson covers designing the auditing program, procedures and documentation procedures relating to the 
performance of the audit.

Lesson 12 - Forming an Opinion & Reporting

On the completion of each audit assignment, the auditor need to prepare a written report setting out the 
audit observations and conclusions in an appropriate form; the content of the audit report should be easy to 
understand, free from ambiguity and supported by sufficient, competent and relevant audit evidence and be 
independent, objective, fair, complete, accurate, constructive and concise.



(x)

The content of the opinion will need to indicate unambiguously whether it is unqualified or qualified and, if the 
same is qualified, whether it is qualified in certain respects or is adverse or a disclaimer of opinion.

The lesson covers process of forming opinion and the process to the followed by the auditor before submitting 
the final reports to the management.

Lesson 13 - Secretarial Audit

Secretarial Audit is a mechanism which gives necessary comfort to the management, regulators and the 
stakeholders, as to the compliance by the company of applicable laws and the existence of proper and 
adequate systems and processes in the company. Submission of Secretarial Audit Reports for the prescribed 
companies was mandated from financial year 2014-15 under section 204 of the Companies Act, 2013.

Further, Regulation 24A of the SEBI (LODR) Regulations, 2015, every listed entity and its material unlisted 
subsidiaries incorporated in India is required to undertake secretarial audit and shall annex with its annual 
report, a secretarial audit report, given by a company secretary in practice, in From No. MR-3 from the year 
ended March 31, 2019.

The secretarial auditors should detect the instances of non-compliances and in result facilitate taking 
corrective-measures. The professional should perform an effective due diligence exercise before the issuance 
of Secretarial Audit Report.

The lesson covers the various requirements under the scope of secretarial audit and process to be followed by 
the company secretaries while conducting secretarial audit.

Lesson 14 - Internal Audit & Performance Audit

The internal audit is an Independent review and appraisal of financial and operational control systems across 
the organization. The internal audit also includes the ascertainment of the extent of compliance of policies, 
procedures, regulations and legislations and facilitate in risk management.

The internal auditor is also involved in structuring programs and activities that safeguard company assets, it 
also provide internal check systems which minimize the possibility of fraud / early warning signals for identifying 
fraud.

The provisions of Companies Act, 2013 provides that an internal auditor appointed under section 138 shall either 
be a chartered accountant or a cost accountant, or such other professional (including company secretaries) 
as may be decided by the board to conduct internal audit of the functions and activities of the company. The 
lesson cover the objective& scope of internal audit, manner of engagement, internal audit techniques and the 
process for reviewing the internal control mechanism in the company.

Lesson 15 - Peer Review and Quality Review

The Professional Codes of Conduct are one of the most important characteristics of a profession. Such Codes 
of Conduct illustrate the high ethical and professional standards to reassure stakeholders of two conditions, 
namely, that any particular set of professional services is being rendered not only by (i) properly qualified or 
technically expert persons but also (ii) by persons whose professional standards merit the high degrees of 
trustworthiness, typically required of professionals.

The Peer Review mechanisms used in working groups for many professional occupations only to strengthen 
systems and infrastructure to enhance the quality of professional services. Whereas the Quality Review Board 
(QRB) has been set up to review and enhance the quality of the services rendered by the members of the ICSI. 
The Board aims to standardize the practices followed by the Company Secretaries and enhance the quality of 
the services rendered by the members of ICSI on continuous basis.

The lesson covers the various aspects relating to the peer review of the company secretaries in practice and the 
highlights relating to the Quality of Audit & Attestation Services by the company secretaries.
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Lesson 16 - Due Diligence

Due diligence is an analysis and risk assessment of an impending business transaction. It is the careful and 
methodological investigation of a business or persons, or the performance of an act with a certain standard 
of care to ensure that information is accurate, and to uncover information that may affect the outcome of the 
transaction.

For any strategic business transactions the detailed analysis of both financial and non-financial information 
requires careful and methodological investigation of business processes and the parties involved. Due diligence 
of business transaction includes methodical investigation of information relating to the financial, human 
resources, tax, environmental, legal matters, intellectual property matters etc. The lesson covers the various 
types of the due diligence, due diligence process and the points need to be considered while performing due 
diligence.



(xii)

CONTENTS

PART I 

COMPLIANCE MANAGEMENT

LESSON 1 

COMPLIANCE FRAMEWORK

Corporate Compliance Framework 4

Components of Corporate Compliance Framework 6

Compliance Chart 7

Process of Corporate Compliance Framework  10

Identification of Applicable Laws and Regulations 11

Compliance Risk Assessment: Basis for Compliance Management 13

Compliance Monitoring and Responsibility Centre Mapping /Allocation 15

Esclation and Compliance Reporting 16

Creation of Compliance Reporting System 17

Compliance Risk - Review and Updation 18

Training and Implementation 20

Compliance Audit 21

Benefits of Corporate Compliance Management 21

Secretarial Audit and Compliance Management System 22

Role of Company Secretaries in Compliance Management 23

Directors Responsiility Statement 23

Certain Important Compliance Requirements under Companies Act, 2013 24

Compliance Management Tool 28

Kinds of Compliance Management Tool 29

Benefits of Complaince Managemetn Tools 30

Lesson Round-Up 31

Glossary 32

Test Yourself 32

List of Further Readings 33

Other References (Including Websites / Video Links) 33



(xiii)

LESSON 2 

DOCUMENTATION AND MAINTENANCE OF RECORDS

Introduction 36

Purpose of Documentation 37

Guiding Principles of Good Documentation 38

Examples of Poor Documentation Practices 39

Examples of Good Documentation Practices 39

Electronic Repository of Documents 41

Advantages of the electronic records 43

Disadvantage of Electronic records 44

Maintenance and Inspection of Documents in Electronic form under Companies Act, 2013 44

Physical Repository 46

Virtual and Physical Data Room - a Comparison 46

Coding and Nomenclature 47

Circulation af Documents 50

Safety and Retrieval of Records 50

Preservation of Records 52

Preservation of Documents 52

Preservation of Litigation Documents 53

Deviation from the Policy 53

Model Policy 54

Setting up of a Record Room 56

Privacy of Record and Its control 56

Suggestive Steps for Protecting Confidential Information 57

Lesson Round-Up 58

Glossary 58

Test Yourself 59

List of Further Readings 59

Other References (Including Websites / Video Links) 59

LESSON 3 

SIGNING AND CERTIFICATION

Introduction 62

Pre-Certification 62

Importance of Pre-Certification 64



(xiv)

Various Certifications by Company Secretary in Practice 66

Pre-Certification under SEBI Regulations  68

Preparations  before Pre Certification 69

Common Errors Noticed in E-Filing 70

Considerations in Filling E-Forms 70

Register of Certification  71

Certification of Annual Return 71

Signing of the Annual Return - Section 92 (1) 73

Time limit for filing Annual Return 76

Consequences of not filing Annual Return 76

Consequences of Wrong Certification of Annual Return 77

Filing Annual Return when Annual General Meeting is not held 78

Detailed Scrutiny of Annual Return 78

Corporate Governance Certification by Practicing Company Secretary 79

Mode of Issuing Corporate Governance Compliance Certificate (CGCC) 81

Types of Certification  81

Penalty for False CGCC  82

Corporate Governance and SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 82

Corporate Governance Principles under Listing Regulations  83

Signing of Financial Statements 86

Obligation & Penal Provisions 87

Lesson Round-Up 91

Glossary 92

Test Yourself 92

List of Further Readings 92

Other References (Including Websites/Video Links) 92

LESSON 4 

LEGAL FRAMEWORK GOVERNING COMPANY SECRETARIES

Introduction 94

Functions and Duties of Company Secretaries 95

Company Secretary as a part of Senior Management 97

Some Legal Terminologies and Interpretation 97

Associates and Fellows 98



(xv)

Certificate of practice 99

Deemed “to be in Practice” 99

Register of Members 100

Removal from the` Register of Members 100

Disciplinary Mechanism 101

Disciplinary Directorate 101

Board of Discipline 101

Disciplinary Committee 102

Authority, Disciplinary Committee, Board of Discipline and Director (Discipline)  
to have Powers of Civil Court 102

Appeal to Authority 102

Certain Provisions Relating to Misconduct under the Company Secretaries Act, 1980 103

ICSI (Guidelines for Advertisement by Company Secretaries), 2020 128

Professional Liabilities 130

Lesson Round-Up 131

Glossary 132

Test Yourself 132

List of Further Readings 133

Other References (Including Websites/Video Links) 133

LESSON 5 

VALUES, ETHICS AND PROFESSIONAL CONDUCT

Introduction 136

Types/Branches of Ethics 136

Key differences between Ethics and Values 137

Ethical Practices 138

Professional Ethics 139

Model Ethical Principles for Company Secretaries 140

ICSI Code of Conduct 145

Fundamental duties of Professional 146

Ethical Dilemma 149

Common causes of Loss of Ethics and Values 150

How to Resolve Ethical Dilemma 151

Strategy for Overcoming From the Evils  152

Lesson Round-Up 158



(xvi)

Glossary 158

Test Yourself 159

List of Further Readings 159

Other References (Including Websites/Video Links 159

LESSON 6 

NON-COMPLIANCES, PENALTIES AND ADJUDICATIONS

Introduction 162

Non-Compliances under Companies Act, 2013 162

Offences to be Non-cognizable 163

Offences to be Cognizable and Non-Bailable under Section 212(6) 164

Decriminalisation of Offences under the Companies Act, 2013- Reduction in Penalties 165

Punishment for Fraud 166

Punishment for False Statement 168

Punishment for False Evidence 169

Punishment where no Specific Penalty or Punishment is Provided 169

Punishment in Case of Repeated Default. 169

Punishment for wrongful withholding of Property. 170

Punishment for Improper use of “Limited” or “Private Limited” 170

Comprehensive list of Penalties under the Companies Act, 2013 170

Establishment of Special Courts 181

Offences Triable by Special Courts 181

Adjudication of Offences 183

Genesis of Adjudication 183

Adjudication Process under the Companies Act, 2013 183

Appeal Against the Order of Adjudicating Officer 186

Registration of Appeal 187

Disposal of Appeal by Regional Director 187

Some recent Orders of Adjudicating Authority 188

Penalties and Adjudication under SEBI Act, 1992 191

Power to Adjudicate 196

Order of the Board or the Adjudicating Officer 198

Factors to be taken into Account while Adjudging Quantum of Penalty 198

Penalties under Securities Contracts (Regulation) Act, 1956 200



(xvii)

Power to Adjudicate 202

Penalty for Repeated Default 218

Differences between Section 441 and Section 454 under the Companies Act, 2013 218

Complaint by Registrar and Serious Fraud Investigation Office 220

Tribunals 224

Qualification of President and Members of Tribunal 225

Selection of Members of Tribunal and Appellate Tribunal 225

Term of Office of President, Chairperson and Other Members 226

Powers of the Tribunal under the Act 226

Some of the Powers of the Tribunal under the Act 227

Procedure before Tribunal and Appellate Tribunal 229

Few Forms w.r.t. NCLT Rules, 2016 230

Orders of Tribunal 230

Appeal from Orders of Tribunal 230

Appeal to Supreme Court 231

Securities Appellate Tribunals (SAT) 231

Lesson Round-Up 231

Glossary 231

Test Yourself 232

List of Further Readings 232

Other References (Including Websites / Video Links) 232

LESSON 7 

RELIEF AND REMEDIES

Introduction 234

What is Compounding? 234

What is an Offence? 235

Compounding of Offences Provisions under the Companies Act, 2013 235

Persons eligible to make a compounding application 235

Benefits of Compounding of Offences 236

Which Offences can be Compounded? 236

Which offences cannot be compounded? 237

When compounding can be done? 237

Who are the Compounding Authorities/who can Compound the Offence? 238

List of Offences Compoundable in Nature (Powers Vested with Regional Director) 239



(xviii)

List of offences compoundable in nature (Powers Vested with the Tribunal) 242

List of offences non-compoundable in nature 243

Compounding of repeated offences 247

Application to Registrar of Companies 247

Procedure for Compounding of Offence under the Companies Act, 2013 250

Other provisions of compounding of offences under Section 441 of the Companies Act, 2013 252

Penalty for Non – Compliance of Order of Compounding Authorities  253

Compounding Provisions under the Securities and Exchange Board of India Act, 1992 (“SEBI Act”),  
Securities Contracts (Regulation) Act, 1956 (SCRA) & Depositories Act, 1996 253

Composition of certain offences 253

Settlement Proceedings / Consent Orders under SEBI Laws-Applicable for Composition of Offence  255

Settlement of Administrative and Civil Proceedings 256

Securities and Exchange Board of India (Settlement Proceedings) Regulations, 2018  256

Proceedings before the Internal Committee  261

Proceedings before the High Powered Advisory Committee  262

Action on the recommendation of High Powered Advisory Committee 262

Summary Settlement Procedure   262

Summary settlement procedure 263

Settlement with confidentiality  264

Procedure  265

Confidentiality and Assurance  265

Confidentiality  265

Settlement Orders  265

Settlement of the proceedings pending before the Tribunal or any court  265

Service and publication of settlement order  265

Settlement Schemes  266

Effect of Settlement Order on Third Party Rights or Other Proceedings 266

Revocation of the settlement order 266

Confidentiality of information  266

Introduction of Compounding Provisions under Competition Act, 2002 267

Compounding Provisions under the Foreign Exchange Management Act, 1999 (FEMA) 268

Penal Provisions under FEMA  268

Power to Compound Contravention 268

Foreign Exchange (Compounding Proceedings) Rules 2000 268



(xix)

Who are the Compounding Authorities/Who can Compound the Offence?  268

Power of Reserve Bank to Compound Contravention  268

Power of Enforcement Directorate to Compound Contraventions  269

Limit for Compounding  269

Procedure for Compounding 270

Factors considered while considering Compounding Application 270

Payment of amount Compounded and Certificate of Compounding 270

Contents of the Order of the Compounding Authority 271

Mediation & Conciliation  274

Difference between Mediation and Conciliation 275

Advantages of Mediation and Conciliation 275

Mediation & Conciliation under the Companies Act, 2013 276

Lesson Round-Up 284

Glossary 285

Test Yourself 285

List of Further Readings 286

Other References (Including Websites /Video Links) 286

PART II 

AUDIT & DUE DILIGENCE

LESSON 8 

CONCEPTS OF VARIOUS AUDITS

Introduction 290

Corporate Governance Audit 291

Corporate Governance Due Diligence – Coverage 295

Secretarial Audit 298

Internal Audit 300

Corporate Social Responsibility (CSR) Audit 302

Objective of CSR Audit 302

Purpose of CSR Audit 302

Methodology for CSR Audit 303

Conducting CSR Audit 303

Coverage of CSR Audit 303

Takeover Audit 305



(xx)

Consequences of Violation of Obligations SEBI (SAST) Regulations, 2011  306

Insider Trading Audit 307

Industrial and Labour Law Audit 309

Cyber Audit 317

Environmental Audit 319

Process of Environment Audit 321

Checklist on Environment Audit 322

Information Systems Audit 323

Checklist on Systems Audit 325

Few Mandatory Audits under SEBI 326

Forensic Audit 326

Purpose of Forensic Audit 327

Illustrative Checklist on Forensic Audit 329

Forensic Audit Report 330

Social Audit 331

Objectives of Social audit 332

Rights of Social Auditor to be effective 332

Social Audit- Coverage 333

Steps for Social Audit 333

Checklist on Social Audit 334

ICSI Auditing Standards – An Overview 337

Lesson Round-Up 338

Glossary 339

Test Yourself 339

List of Further Readings 340

Other References (Including Websites/Video Links) 340

LESSON 9 

AUDIT ENGAGEMENT

Meaning of Audit Engagement 342

Offer and Acceptance of the Audit Engagement 342

Preconditions of Accepting/Continuing any Professional Engagement 344

Limitation on scope prior to Engagement Acceptance 345

Criteria for Declining and Withdrawing from an Engagement 345

Appointing Authority 345



(xxi)

Terms and Conditions of Audit engagement 347

Audit Fee & Expenses 347

Auditing Standard On Audit Engagement (CSAS-1) 348

Audit Engagement Process  351

Audit Engagement Letter 351

Audit Engagement Letter 351

Communication to Previous Auditor 354

Limits on Audit Engagements 356

Conflict of Interest 357

Confidentiality 362

Changes in terms of engagement 364

Lesson Round-Up 366

Glossary  367

Test Yourself 368

List of Further Readings  368

Other References (Websites/ Video Links) 368

LESSON 10 

AUDIT PRINCIPLES AND TECHNIQUES

Meaning of Auditing 370

Fundamental Principles Governing an Audit 370

Audit Techniques 372

Preliminary Preparation 374

Questionnaire 375

Interaction through Interviews 376

Audit Programme 377

Identification of Applicable Laws 378

Creation of Master Checklist 380

Working Papers and Maintenance Of Work Sheet 382

Scanned Documents as Working Papers 383

Cross Referencing 383

Standard Working papers 384

Types of Working Papers 384



(xxii)

Working Paper Review 386

Filing and Protection of Working Papers 386

Retention Policy 386

Identification of the Event And Corporate Actions 386

Testing Methods used during Audit Procedures  388

Inquiry  389

Observation  389

Examination or Inspection of Evidence  389

Re-Performance  389

Computer-Assisted Audit Technique (CAAT)  389

Audit Sampling 390

Purpose of Audit Sampling 390

Tests of Internal Controls 391

Types of Audit Tests of Internal Controls 392

Substantive Testing 393

Audit Trails 395

Analysis of Audit Findings 397

Determine Plan of Action 397

Lesson Round-Up 398

Glossary  399

Test Yourself 399

List of Further Readings  399

Other References (Websites/ Video Links) 399

LESSON 11 

AUDIT PROCESS AND DOCUMENTATION

Introduction 402

Overview of the Audit Process 403

Audit Planning 405

Essentials of Audit Planning 407

Developing the Audit Plan 409

Risk Assessment 410

Information about the Auditee 414

Audit Check-lists 415

Collection and Verification of Audit Evidence 416



(xxiii)

Third Party Confirmation  417

Analysis of Audit Evidence 418

Documentation 419

Record Keeping and Retention 422

Lesson Round-Up  422

Glossary 423

Test Yourself 423

List of Further Readings 424

Other References (Including Websites / Video Links) 424

LESSON 12 

FORMING AN OPINION & REPORTING

Introduction to Process of forming an Opinion 426

Forms of Opinion 427

Unqualified / Unmodified Opinion 427

Modified Opinion 429

Emphasis of Matter 431

Materiality 432

Process for Forming of Opinion 433

Threats to Objectivity 434

Judgement, Clarification and Conflicting Interpretation 436

Role of Precedence and Practices 437

Limitation 437

Third Party Report or Opinion 438

Management Representation Letter 439

Specimen Management Representation Letter for Secretarial Audit 439

Opinion obtained by Management 441

Exit Conference 441

Evaluation of Audit Evidence and Forming Opinion 441

Sharing draft report with management with category of risk involved with each  
remark and qualification 443

Auditor’s Responsibility 444

Format of Report 444

Pre requisite for the Reporting: 445

Submission of Audit Report 446



(xxiv)

Signing of Audit Report 446

Reporting with Qualification 446

Lesson Round-Up  447

Glossary 448

Test Yourself 448

List of Further Readings 449

Other References (Including Websites / Video links) 449

LESSON 13 

SECRETARIAL AUDIT

Introduction 452

Secretarial Audit & Company Secretary in Practice (PCS) 452

Secretarial Audit-Legal Provisions 453

Auditing Standard On Secretarial Audit (CSAS-4) 456

Concept & Advantages  457

Risk of Secretarial Auditor 460

Code of Conduct 461

Scope of Secretarial Audit  463

Secretarial Audit – The Process 465

Identification and Segregation of Applicable Laws  466

Verification of Corporate Conduct and Compliance of Laws 468

Board Compositions  469

Board Processes 473

System and Process 475

Detection of Fraud  476

Reporting of Fraud  478

Duty of Report Fraud to Central Government 478

Duty of Report Fraud to Audit Committee/ Board 478

Disclosures in the Board’s Report 479

Consequence on failure in Reporting of fraud 479

Procedure for Reporting of Fraud 480

Fraud v/s Non-Compliance 482

Impact of Audit Report 484

Lesson Round-Up  491

Glossary 492

Test Yourself 492



(xxv)

List of Further Readings 493

Other References (Including Websites/Video Links) 493

LESSON 14 

INTERNAL AUDIT & PERFORMANCE AUDIT

Introduction 496

Definition of Internal Audit 496

Internal Audit under the Companies Act, 2013 497

Appointment of Internal Auditor 501

Terms of Reference 502

Internal Auditor’s Skills 502

Objectives of Internal Audit 504

Scope of Internal Audit 506

Internal Audit Core Principles 509

Independence of Internal Auditor 511

Internal Audit Techniques 513

Internal Audit Process: Step Wise Approach 514

Evaluation of Internal Audit Function by an Auditor 515

Role of Internal Audit in Organization Control Mechanism 516

Appraisal of Management Decisions 524

Performance Assessment 525

Lesson Round-Up  526

Glossary 527

Test Yourself 527

List of Further Readings 528

Other References (Including Websites/Video Links) 528

LESSON 15 

PEER REVIEW AND QUALITY REVIEW

Introduction 530

Peer Review 530

Peer Review for Company Secretaries 531

Objectives of Peer Review 531



(xxvi)

Authority to Administrate Peer Review 533

Scope of Peer Review  534

Powers of the Peer Review Board 535

Qualifications for a Peer Reviewer 537

Empanelment of Peer Reviewers 538

Pre-Requisites for Reviewer 539

Peer Review Process 539

Training and Development of Reviewers  539

Validity of Reviewers Empanelment 540

Statement of Confidentiality 540

Methodology to be Followed by Reviewer 540

Compliance with Peer Review Guidelines 541

Obligations of the Practice Unit 541

Validity of Peer Review Certificate  542

Review Framework 542

Reporting  542

Questionnaire for Practice Unit 543

Cost of Peer Review  543

Review Process 543

Office System and Process 548

Referral of Disputes and Appeal 549

Quality Review Board 549

Establishment of Quality Review Board 550

Functions of Board 550

Procedure of Board 550

Terms and Conditions of Service of Chairperson and Members of Board and Its Expenditure 550

Quality Control- Detection and Improvement 551

Quality Control in Quality Review 552

Reporting 557

Cost of the Quality Review 558

Lesson Round-Up 559

Glossary 559

Test Yourself 560

List of Further Readings 560

Other References (Including Websites/Video Links) 560



(xxvii)

LESSON 16 

DUE DILIGENCE

Overview and Introduction: Due Diligence 562

Key Points Describing Due Diligence 563

Objectives of Due Diligence 564

Scope of Due Diligence  566

Factors to be kept in Mind while Conducting Due Diligence 569

Process and Stages of Due Diligence 571

Techniques of Due Diligence and Risk Assessment 574

Types of Due Diligence 576

Legal Due Diligence 576

Due Diligence for Merger & Amalgamation 578

Due Diligence for Takeovers 579

Due Diligence for Issue of Securities 580

Intellectual Property Law 580

Environment Law 581

Labour Laws 582

Competition Law 582

FEMA Due Diligence  583

FCRA Due Diligence 584

Other Business Laws 584

Financial Due Diligence 585

Bank Due Diligence 587

Certain other types of Due Diligence 591

Ethical Due Diligence 591

Strategic Due Diligence 591

Operational Due Diligence 592

Human Resource Due Diligence 592

Information Technology Due Diligence 594

Non Disclosure Agreement 595

Content of the Non-Disclosure Agreements 595

Sample Non-Disclosure agreement is placed below 595



(xxviii)

Lesson Round-Up 599

Glossary 599

Test Yourself 599

List of Further Readings 600

Other References (Including Websites/Video Links) 600

Test Paper 602



PART I

COMPLIANCE  
MANAGEMENT


	Cover 1.pdf (p.1)

