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Section 128 – Books of Accounts to be kept by a Company:
· Every Company shall prepare & keep at its registered office; books of accounts and other relevant books & papers & financial statements for every five years which give a true and fair view of the state of affairs of the Company and its branch office (s).

· The books should be kept on accrual basis (mercantile basis)

· The books should be maintained on double entry system.

· The books of accounts & relevant papers may be kept in India by the Board of Directors in such other place in India, outside the registered office, provided that within 7 days of decision taken, the RoC shall be given a notice in writing giving full address of the other place.
· The Company may keep books of accounts and relevant papers in electronic mode as may be prescribed in Rule 3 of Companies (Accounts) Rules 2014 (Please refer).
· Where the company has a branch office either in India / outside India; proper books of accounts of that branch office shall be kept at that office and proper summarized returns periodically are sent to the registered office of the company by the concerned branch office.
· The books of accounts of a company shall be open for inspection at the registered office of the company by any Director during business hours.
· The books of accounts of every company shall be maintained for a period not less than 8 years (in the case of investigation pending, longer period may be prescribed)
· The following persons will be liable for violation of Section 128
1. Managing Director

2. Whole Time Director in charge of Finance

3. Chief Financial Officer or any other person charged by the Board with the duty of complying with the Section.

Section 129 – Financial Statements:
· The Financial Statements shall give a true & fair view of the State of affairs of the company and shall comply with the accounting standards notified u/s 133.

· The format of the Financial Statements shall be as per the former specified in schedule III

· At every AGM the Board of Directors of the Company shall lay before such meeting, the financial statements for that financial year.

· Where the Company has one or more subsidiaries, it shall apart from its own financial statements, prepare a Consolidated Financial Statement (CFS) of the Company and all of its subsidiaries and shall lay the same also at the AGM.

· In the financial statements of the Company, there should be an attachment, showing salient features of the Financial Statements of its subsidiaries.

· Wherever the Company is not able to comply with the accounting standards, then the Company shall disclose in its financial statements, the facts of such deviation from accounting standards & reasons thereof.
Section – 130 – Re-Opening of Accounts (N.A – Not notified by MCA)
Section – 131 – Revision of Financial Statements (N.A – Not notified by MCA)
Section – 132 – NFRA (N.A – Not notified by MCA)
Section – 133 – Central Government to prescribe accounting standards:

The CG may prescribe the standards of accounting as recommended by ICAI, in consultation with National Financial Reporting Authority.
Section – 134 – Financial Statements, Board Reports, Etc.:
The Financial Statement, including consolidated financial Statement, if any shall be approved by the Board of Directors before they are signed on behalf of the Board atleast by the Chairperson of the Company, where is authorized by the Board OR by two Directors, out of which one shall be MD & CEO, if he is a Director in the Company; the CFO & CS of the Company wherever they are appointed OR in the case of OPC, only by one Director, for submission to the auditor for his report thereon.

· The auditor’s report shall be attached to every financial statement.
· These shall be attached to statements laid before a Company in General Meeting, a report by its Board of Directors, which shall include:
(i) The extract of annual return as provided under section 92 (3).

(ii) Number of meetings of the Board

(iii) Director’s  responsibility statement

(iv) A statement on declaration given by Interdependent Director U/s. 149 (6).

(v) In case of a Company covered under sub section 1 of Section 178, Companies policy on Directors appt & remuneration, including criteria for determining qualification, positive attributes, independence of directors & other matters provided under Sub section 3 of Section178.

(vi) Explanation or comment by the Board on every qualification, reservation or adverse remark or disclaimer made

(a) By the auditor in his report

(b) By the CS in Practice in his Secretarial audit report

(vii) Particulars of Loans, Guarantees or investments U/s 186.

(viii) Particulars of contracts or arrangements with related parties, referred to U/s. 188 (1) in the prescribed form

(ix) The state of the Company’s affairs

(x) The amount, if any, which it proposes to carry to any reserves

(xi) The amount, if any, which it recommends should be paid by way of dividends.

(xii) Material changes & commitments if any affecting the financial position of the Company which has occurred between the end of financial year of the Company to which the Financial statements relate and the date of report.

(xiii) The Conservation of energy, technology, absorption, foreign exchange earnings and outgo, in such matter as may be prescribed.

(xiv) A statement indicating development & implementation of a risk management policy for a Company including identification elements of risk if any, which in the opinion of the Board, may transfer the existence of the Company.

(xv) The details about the policy development and implemented by the Company on CSR initiatives taken during the year

(xvi) In the case of a listed Company and every other public company having such paid up share capital as may be prescribed, a statement indicating the manner in which formal annual evaluation has been made by the Board of its own performance and that of its committees and individual director.

(xvii) Such other matters as may be prescribed.
DIRECTORS RESPONSIBILITY STATEMENT (Sec 134(5)): 

1. In the preparation of the annual accounts, the applicable accounting standards have been followed along with proper explanation relating to material departure.
2. The directors had selected such accounting policies and applied them consistently and made judgments and estimates that are reasonable and estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the company at the end of the financial year and of the Profit and Loss of the company for that period.
3. The directors had taken proper and sufficient care for the maintenance of adequate accounting records in accordance with the provisions of this Act for safeguarding the assets of the Company and for presenting and detecting fraud and other irregularities.
4. The Directors had prepared the annual accounts on a going concern basis, and
5. The Directors, in case of a listed Company had laid down internal financial controls to be followed by the Company and that such Internal financial controls are adequate and were operating effectively.
Explanation:

For the purpose of this clause, the term “Internal Financial Control” means the policies and procedures adopted by the Company to ensure the orderly and efficient conduct of its business, including adherence to companies policies, the safeguarding of its assets, the prevention and detection of frauds and errors, the accuracy and completeness of the accounting records & the timely presentation of reliable financial information.

6. The Directors had devised proper systems to ensure proper compliance with the provisions of all applicable laws & that such systems were operating effectively.

The Board’s Report and any annexure thereto shall be signed by its Chairperson of the Company,, if he is authorized by the Board and where he is not so authorized, shall be signed by atleast 2 directors, one of whom shall be a Managing Director or by the Director where there is one Director.

Section – 135 – Corporate Social Responsibility (Placed as Separate Reference Note)

Section – 136 – Right of members to copies of audited financial statements:
1. A copy of the financial statements, including consolidated financial statements, if any, auditor’s report and every other document required by law to be annexed or attached to the financial statements, which are to be laid before a company in its general meeting, shall be sent to every member of the company, to every trustee for the debenture-holder of any debentures issued by the company, and to all persons other than such member or trustee, being the person so entitled, not less than twenty-one days before the date of the meeting. 

2. In the case of a listed company, this provision shall be deemed to be complied with, if the copies of the documents are made available for inspection at its registered office during working hours for a period of twenty-one days before the date of the meeting and a statement containing the salient features (in Form AOC 3 vide Rule 10) of such documents in the prescribed form or copies of the documents, as the company may deem fit, is sent to every member of the company and to every trustee for the holders of any debentures issued by the company not less than twenty-one days before the date of the meeting unless the shareholders ask for full financial statements. 

3. Every company having a subsidiary or subsidiaries shall,—

(a) place separate audited accounts in respect of each of its subsidiary on its website, if any;

(b) provide a copy of separate audited financial statements in respect of each of its subsidiary, to any shareholder of the company who asks for it.
4. A company shall allow every member or trustee of the holder of any debentures issued by the company to inspect the financial statements, including consolidated financial statements, if any, auditor’s report and every other document required by law to be annexed or attached to the financial statements at its registered office during business hours.

Section – 137 – Copy of financial statements to be filed with RoC:
1. A copy of the financial statements, including consolidated financial statement, if any, along with all the documents which are required to be or attached to such financial statements under this Act, duly adopted at the annual general meeting of the company, shall be filed with the Registrar within thirty days of the date of annual general meeting.

2. When the financial statements are not adopted at annual general meeting or adjourned annual general meeting, such unadopted financial statements along with the required documents under sub-section (1) shall be filed with the Registrar within thirty days of the date of annual general meeting and the Registrar shall take them in his records as provisional till the financial statements are filed with him after their adoption in the adjourned annual general meeting.

3. The financial statements adopted in the adjourned annual general meeting shall be filed with  the Registrar within thirty days of the date of such adjourned annual general meeting.

4. A company shall, along with its financial statements to be filed with the Registrar, attach the accounts of its subsidiary or subsidiaries which have been incorporated outside India and which have not established their place of business in India.

5. Penalty: The company shall be punishable with fine of one thousand rupees for every day during which the failure continues but which shall not be more than ten lakh rupees, and the managing director and the Chief Financial Officer of the company, if any, and, in the absence of the managing director and the Chief Financial Officer, any other director who is charged by the Board with the responsibility of complying with the provisions of this section, and, in the absence of any such director, all the directors of the company, shall be punishable with imprisonment for a term which may extend to six months or with fine which shall not be less than one lakh rupees but which may extend to five lakh rupees, or with both.

Section 138 – Internal Audit:
The term “Internal Audit” refers to the audit of the transactions of the Company on a regular interval to check the strength and weakness of internal control system.

· Certain classes of companies specified in Rule 13 of the Companies (Accounts) Rules 2014 shall be required to appoint an internal auditor, who shall either:-
(1) A Chartered Accountant

(2) A Cost Accountant

(3) Such other professional as may be decided by the Board.
· The Internal Auditor shall submit his reports to the Board of Directors.

Rule 13 of Companies (Accounts) Rules 2014 – Categories of Companies required appointing Internal Auditor:
(i) All Listed Companies

(ii) Unlisted Public Company having :

(a) Paid up Capital INR 50 Crore or above

(b) Turnover more than INR 200 Crore 

(c) Borrowings from Bank or loans more than INR 100 Crore 
(d) Outstanding deposit INR 25 crore or more
(iii) Private Company

(a) Turn over 200 Cr INR or more

(b) 100 Cr INR loan or borrowings from Banks

The Internal Auditor may be or may not be an employee of the Company; the CA may be engaged in practice or not.
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