
Secretary & Auditor



Aims of the lecture
·discuss the procedure relating to, qualifications , 

and the duties and powers of, a company secretary 

·discuss the procedure relating to appointment , 
removal and the duties and powers of, the company 
auditors 
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Secretary - Qualifications
·Private companies may choose to appoint a secretary, but 

are not obliged to do so.

·The secretary is usually appointed and removed by the 
directors.

·Every public company must have a qualified company 
secretary.
·They must have held the office of company secretary in a public 

limited company (plc) for at least three out of the preceding five 
years.

·They must be a solicitor, barrister or member of ICAEW, ACCA, 
CIMA, ICSA, CIPFA. 

·They must appear to be capable of discharging the functions by 
virtue of another position or qualification.
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Secretary - Duties
·No statutory duties , therefore the duties will be 

whatever the board decides . 

·The company secretary will typically undertake the 
following:

·check that documentation is in order 

·make returns to the Registrar 

·keep registers

·give notice and keep minutes of meetings 

·countersign documents to which the company seal is 
affixed.
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The company secretary has the authority to bind the 
company in contract. 

There are two types of authority:
·actual authority ɀthis is the authority delegated by the board 

·apparent authority ɀregarding contracts of an administrative 
nature. Panorama Developments (Guildford) v Fidelis Furnishing 
Fabrics (1971)

ü 4ÈÅ ÃÏÍÐÁÎÙ ÓÅÃÒÅÔÁÒÙ ÏÒÄÅÒÅÄ ÓÅÒÖÉÃÅÓ ÆÏÒ ÈÉÓ Ï×Îȟ ÎÏÔ ÔÈÅ ÃÏÍÐÁÎÙȭÓȟ 
use. It was held that the contract was binding on the company as the 
contract was of the sort that a company secretary should be able to carry 
out.

ü Ȭ(Å ÉÓ ÎÏ ÌÏÎÇÅÒ Á ÍÅÒÅ ÃÌÅÒËȣ(Å ÉÓ ÅÎÔÉÔÌÅÄ ÔÏ ÓÉÇÎ ÃÏÎÔÒÁÃÔÓ ÃÏÎÎÅÃÔÅÄ 
×ÉÔÈ ÔÈÅ ÁÄÍÉÎÉÓÔÒÁÔÉÖÅ ÓÉÄÅ ÏÆ Á ÃÏÍÐÁÎÙȭÓ ÁÆÆÁÉÒÓȟ ÓÕÃÈ ÁÓ ÅÍÐÌÏÙÉÎÇ 
ÓÔÁÆÆȟ ÁÎÄ ÏÒÄÅÒÉÎÇ ÃÁÒÓȟ ÁÎÄ ÓÏ ÆÏÒÔÈȢȭ
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Secretary - Powers

However, two other cases indicate that there is a limit 
ÔÏ ÔÈÅ ÃÏÍÐÁÎÙ ÓÅÃÒÅÔÁÒÙȭÓ ÁÕÔÈÏÒÉÔÙ:

·It does not extend to making commercial contracts as 
opposed to administrative contracts: Re Maidstone 
Building Provisions (1971) . 

·It does not usually carry the authority to borrow money: 
Re Cleadon Trust Ltd (1938) .
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Auditor - Qualifications
The auditor must be either:

·a member of recognised supervisory body (ICAEW, 
ICAS or ACCA) and eligible under their rules, or 

·qualified by a similar overseas body and authorised 
by the Department for Business, Enterprise and 
Regulatory Reform. 

The auditor must not be :

·an officer or employee of the company 

·the partner of an officer or employee of the company.
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Auditor ςAppointment (private comp)
·Auditing is not required by law if annual turnover does not 

exceed £5.6m 

·The auditors should generally be appointed by the 
shareholders by ordinary resolution . However, the 
ÄÉÒÅÃÔÏÒÓ ÃÁÎ ÁÐÐÏÉÎÔ ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÆÉÒÓÔ ÁÕÄÉÔÏÒ ÁÎÄ ÆÉÌÌ 
casual vacancies.

·!Î ÁÕÄÉÔÏÒȭÓ term of office will usually run from the end of 
the 28-day period following circulation of the accounts 
until the end of the corresponding period the following year.

·A company must inform the Secretary of State if it has failed 
to appoint an auditor within 28 days of circulating its 
accounts. The Secretary of State has power to appoint an 
auditor in those circumstances.
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Auditor ςAppointment (private comp)
An auditor will automatically be deemed to be re-

appointed at the end of his term unless:

·he was appointed by the directors

·ÔÈÅ ÃÏÍÐÁÎÙȭÓ articles require actual re-appointment 

·members with at least 5% of the voting rights have given 
ÎÏÔÉÃÅ ÔÏ ÔÈÅ ÃÏÍÐÁÎÙ ÂÙ ÔÈÅ ÅÎÄ ÏÆ ÔÈÅ ÃÏÍÐÁÎÙȭÓ 
financial year 

·there has been a resolution that the auditor should not 
be reappointed or 

·the directors decide that they do not need auditors for 
the following year.
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Auditor ςAppointment (public comp)
·Every public company must have an auditor

·Auditors are generally appointed by the shareholders by ordinary 
resolution ÉÎ ÔÈÅ ÇÅÎÅÒÁÌ ÍÅÅÔÉÎÇ ÁÔ ×ÈÉÃÈ ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÁÃÃÏÕÎÔÓ ÁÒÅ 
ÌÁÉÄȢ (Ï×ÅÖÅÒȟ ÔÈÅ ÄÉÒÅÃÔÏÒÓ ÃÁÎ ÁÐÐÏÉÎÔ ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÆÉÒÓÔ ÁÕÄÉÔÏÒ ÁÎÄ 
fill casual vacancies.

·An auditor of a public company holds office until the end of the 
meeting at which the accounts are laid , unless re-appointed. Where 
there is a change of auditor, the term of office of the incoming auditor 
ÄÏÅÓ ÎÏÔ ÂÅÇÉÎ ÂÅÆÏÒÅ ÔÈÅ ÅÎÄ ÏÆ ÔÈÅ ÐÒÅÖÉÏÕÓ ÁÕÄÉÔÏÒȭÓ ÔÅÒÍȢ 4ÈÉÓ 
ÍÅÁÎÓ ÔÈÁÔ Á ÎÅ× ÁÕÄÉÔÏÒȭÓ ÔÅÒÍ ×ÉÌÌ ÕÓÕÁÌÌÙ ÂÅÇÉÎ ÉÍÍÅÄÉÁÔÅÌÙ ÁÆÔÅÒ 
the end of the meeting at which the accounts are laid.

·A company must inform the Secretary of State if it fails to appoint an 
auditor at the general meeting considering the accounts. The 
Secretary of State has power to appoint an auditor in those 
circumstances.
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Auditors - Resignation
·An auditor can resign at any time by giving written notice to the 

company: s516 CA06.

·The resignation is effective from the date it is delivered to the 
ÃÏÍÐÁÎÙȭÓ ÒÅÇÉÓÔÅÒÅÄ ÏÆÆÉÃÅ, or from a specified later date. To be 
effective it must be accompanied by the statement required by s519 
CA06 (see section 2.6 below).

·A company whose auditor resigns is required to inform the Registrar : 
s517 CA06. Failure to do so is an offence.

·Under s518 CA06, an auditor who resigns can require the directors to 
convene a general meeting to consider his explanation of the 
circumstances that led to his resignation . The directors have 21 
days to send out a notice convening a meeting and it must be held 
within 28 days of the notice.
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Removal (NB Removal of Directors)
·An auditor can be removed by ordinary resolution : s510 

CA06. The resolution must be passed at a general meeting; 
a written resolution cannot be used to remove an 
auditor.

·Special notice of the resolution is needed (i.e. 28 days). 
The company must send a copy of the resolution to the 
auditor and he has the right to make a statement of his 
case. The company then has to circulate his statement to 
the shareholders. However, if time does not allow for 
circulation, the statement can be read out at the meeting.

·Notice of the resolution removing the auditor must be 
sent to the Registrar within 14 days .
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Statement by departing auditor
Under s519 CA06, a departing auditor is required to 

make a statement and to deposit it with the company:

·For quoted companies , this statement must explain 
the circumstances surrounding his departure. 

·For other public companies and all private 
companies , it should explain the circumstances 
surrounding his departure, unless the auditor thinks 
that there is no need for them to be brought to the 
attention of the shareholders or creditors. In that case, 
the statement should state that there are no such 
circumstances.
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Statement by departing auditor
The deadline for depositing the statement with the company depends 
ÏÎ ÔÈÅ ÃÉÒÃÕÍÓÔÁÎÃÅÓ ÓÕÒÒÏÕÎÄÉÎÇ ÔÈÅ ÁÕÄÉÔÏÒȭÓ ÄÅÐÁÒÔÕÒÅȡ

· If the auditor is resigning, the statement should accompany the resignation 
letter. 

· If the auditor is deciding not to seek re-appointment, the statement should 
be deposited at least 14 days before the end of the time allowed for 
appointing the next auditor.

· In any other case, the statement should be deposited no more than 14 
days after the date on which he stops being the auditor . 

Unless there are no circumstances to be brought to the attention of 
shareholders and creditors, the company is obliged to circulate the 
statement to everyone to whom it needs to send the annual 
accounts . It must do this within 14 days of receiving it.

If the company does not want to circulate the statement, it can apply to 
the court for an order that it need not circulate the statement.
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Auditor - Duties
·The auditor has a statutory duty to report to the 

members on whether the accounts:
· give a true and fair view , and 

· have been properly prepared in accordance with the Companies 
Act and the relevant financial reporting framework. 

·The auditor must investigate and form an opinion as to 
whether:

· proper books of accounting records have been kept 

· proper returns adequate for their audit have been received from 
branches not visited by them 

· the accounts are in agreement with the books of account and returns 

· ÔÈÅ ÉÎÆÏÒÍÁÔÉÏÎ ÇÉÖÅÎ ÉÎ ÔÈÅ ÄÉÒÅÃÔÏÒÓȭ ÒÅÐÏÒÔ ÉÓ ÃÏÎÓÉÓÔÅÎÔ ×ÉÔÈ ÔÈÅ 
accounts.
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Auditor - Duties
·If the auditor is dissatisfied with the findings of his 

investigation he must qualify the audit report.

·The report (whether qualified or unqualified) must state 
the name of the audit firm, or if an individual has been 
appointed as auditor, his name. Where the auditor is a 
firm, the senior statutory auditor must sign the report in 
his own name on behalf of the firm.

·Under s507 CA06 it is a criminal offence to knowingly or 
recklessly cause an audit report to include anything that is 
misleading, false or deceptive, or to omit a required 
statement of a problem with the accounts or audit. The 
offence carries an unlimited fine .
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Auditor - Powers
The auditor has the right to:

·receive notice of, attend and speak at general meetings

·access the books at all times

·require such information and explanations from the 
ÃÏÍÐÁÎÙȭÓ ÏÆÆÉÃÅÒÓ ÁÎÄ ÅÍÐÌÏÙÅÅÓ ÁÓ ÔÈÅ ÁÕÄÉÔÏÒ ÔÈÉÎËÓ 
fit for the performance of his duties (it is a criminal 
offence to fail to provide the information requested, 
unless it was not reasonably practicable to do so).
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