THE BOARD OF DISClPLINE
THE INSTITUTE OF COMPANY SECRETARIES OF INDIA
ICSIIDC: 23312014

In tbe complaint of professional or otber misconduct filed by Dr. K. V. Sreenivasan against
Mr. K. Viswanatb, ACs-8742.
Date of decision: 12'h August, 20 I 5

Quorum:

CS Ahalada Rao V, Presiding Officer
CS Vineet Chaudhary, Member
CS Sutanu Sinha, Member

ORDER
I.

A complaint dated 21" April, 2014 in Form 'I' was filed under Section 21 of the Company
Secretaries Act, 1980 (the Act) read with sub-rule (I) of Rule J of the Company Secretaries
(Procedure of Investigations of Professional and other Misconduct and Conduct of Cases)
Rules, 2007 (the Rules) by Dr. K.V. Sreenivasan (hereinafter referred to as the
'Complainant') against Mr. K. Viswanath, ACS-8742 (hereinafter referred to as the
'Respondent'). A letter dated I" May, 2014 was sent to the Complainant asking him to
provide the membership details of the Respondent and also the particulars of the aIIegation(s)
serially numbered along with the corresponding clauses I part of the relevant Schedule(s) of
the Company Secretaries Act, 1980 under which he has filed the complaint.

2.

The Complainant has inler-alia alleged that the affairs of Mis. Neyveli Lignite Corporation
Ltd.,(NLC) are conducted in a manner prejudice to the public interest. He has further stated
that he has filed several complaints regarding the oppression and mismanagement, corruption
by way of falsified accounting, misstatement, concealment of facts, misappropriation of
government money and corruption. The allegations of the Complainant are primarily against
Mis. NeyveJi Lignite Corporation Ltd., in the manner in which the Annual Reports, Balance
Sheet etc., are being prepared. The Complainant further stated that as against the above basic
principle, the NLC has classified the Rajasthan Barsingsar project of Mines and Thermal unit
as a branch which is not correct as per accounting principles, because Barsingsar project is
separate unique and independent unit and no way connected with the units of Neyveli, Tamil
Nadu. Barsingsar Project has a separate mining license and separate thermal license. The only
common things are the same management personnel for both of the units. The geographic
location, the quality of lignite, the methods of mining and the nature of the thermal units are
entirely different. The audited balance sheet and profit loss accounts are separately prepared
and audited separately by the different auditors. The Barsingsar project balance sheet shows
the separate share capital and all other balance sheet items are also separately maintained in
that project. The Government of India had sectioned a separate capital cost to that project.
Hence, the project should be treated as separate production unit as a unique subsidiary
company not as branch account.

3.

A letter dated I" May, 2014 was sent to the Complainant asking him to provide the
membership details of the Respondent and also the particulars of the a\legation(s) serially
numbered along with the corresponding clauses! parts of the relevant Schedule(s) of the
Company Secretaries Act, 1980 under which he has filed the complaint.
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4.

Pursuant to sub-rule (3) of Rule 8 of the Rules, a copy of the complaint was sent to the
Respondent vide letter dated 20'" May, 2014 calling upon him to submit the written statement.
The Respondent submitted written statement dated 15'''June, 2014 wherein the Respondent
denied the allegations levied against him and has inter-alia stated that he had joined Mis.
Neyveli Lignite Corporation Ltd. (NLC) as a full time employee in the year 1999 and has
been performing his duties sincerely in the capacity of Company Secretary as per the
professional ethics. The Respondent further stated that the Complainant while making the
allegations about the Annual Reports, Balance Sheet etc., of the company has simply included
his name in the complaint just because he happened to be one of the signatories to the annual
accounts which were done in compl iance of Section 215 of the Companies Act, 1956. The
Respondent further stated that in his capacity of the Company Secretary, he is required to
authenticate the statement of annual accounts of the company on behalf of the Board of
Directors along with other signatories and such authentication is not in his personal capacity.
In this connection, he has clarified that he has not been charged with the responsibility of
maintaining the accounts or preparation of annual financial statements. The Respondent
further stated that the Complainant was in the employment of NLC and was terminated on
disciplinary grounds after detailed enquiry as per the rules of the company. The Complainant
with an ulterior motive has been sending all false and frivolous complaints to various
agencies and statutory bodies making lame allegations against the company, its financial
statements and also against the top Management i.e. Board level executives of the company.
The Respondent further stated that in earlier instances also, he had forwarded this sort of
baseless allegations and complaints to all the statutory bodies, including Ministry of
Corporate Affairs, Ministry of Coal etc. NLC has been giving detailed replies to all the
bodies, whoever has sought the clarification on the baseless allegations made by the
Complainant by putting forth the correct facts. The Respondent further stated that in this
connection, it is pertinent to mention that NLC being a government company, all the financial
statements of the company are subject to audit by the CAG in addition to statutory audit. It is
also pertinent to mention that CAG had conducted supplementary audit under Section 6 I 9(3)
of the Companies Act, 1956 on the financial statements of NLC for all the years which are
being referred to by the Complainant and it is informed that CAG in their report for the
respective years has stated that nothing significant has come to their knowledge which would
give rise to any comment upon or supplement to statutory auditors' report under Section
619(4) of the Companies Act, 1956. The MCA in its circular No.7 of 1972. dated 12 May,
1972, mention that the authentication by the Secretary is "on behalf of the board of directors"
and not in his personal capacity, the Secretary can be held responsible regarding errors etc.,
only as an "officer" of the company within the meaning of section 628 and not because of
authentication by him under section 215 as such . Further sub-section (3) expressly provides
that the financial statements shall be approved by the Board before they are signed on its
behalf. This makes it clear that if any Iiability arises Ollt of the financial statements. it should
attach to all the directors (besides the Secretary) who approv~ them . Sections 209, 211, 2 I 2,
etc. which relates to financial statements of the company and 'true and fair view' contain
specific penal provisions in regard to any default in complying with the requirements of those
sections. A Company Secretary in his capacity as Secretary cannot approve the accounts
under the extant Act.

5.

Pursuant to sub-rule (4) of Rule 8 of the Rules, a copy of written statement was sent to the
Complainant vide letter dated 17'''June, 2014 asking him to submit rejoinder. The
Complainant submitted rejoinder dated I I'" July, 2014 wherein he reiterated his earlier
submissions and made certain other submissions. Further, an email dated 23'" September,
2014 was received from the Complainant.

6.
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7.

Onl2th August, 2015, the Director (Discipline) placed his prima-facie opinion dated 26 th
June, 2015 before the Board of Discipline. The Board of Discipline, after considering the
material on record and in totality of the circumstances of this case, agreed with the prima
facie opinion of the Director (Discipline) and held that the Respondent is not guilty of
professional misconduct under the Company Secretaries Act, 1980. The Board observed that
CAG had conducted supplementary audit under Section 619(3) of the Companies Act, 1956
on the financial statements of NLC for all the years which are being referred to by the
Complainant and it is infonned that CAG in their report for the respective years has stated
that nothing significant has come to their knowledge which would give rise to any comment
upon or supplement to the statutory auditors' report under Section 619 (4) of the Companies
Act, 1956. By signing the annual accounts, a Company Secretary does not incur liability for
wrong entries in the books of account or falsification of accounts. Therefore, Board of
Discipline closes the matter.
Ac:

~tanu

nr rmPlaint stands disposed-off.

Sinha)
Member

Date: 0

(V~aUdhary)
Member
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(Ahalada Rao V)
Presiding Officer

