
Q: The existing Companies Act

has been in existence for nearly

five decades.  How far it continues

to remain relevant in the back-

ground of economic transforma-

tion taking place in India?

A The Companies Act, 1956 was

enacted in a different set of circum-

stances. At that time the country had

just achieved independence. The

corporate sector was relatively

small. In the years following the

enactment of Companies Act, 1956,

a major proportion of organized

sector was in the Public Sector.

From that time onwards: -

■ Corporate Sector has grown

both in terms of number as well

as investment.

■ More and more sectors hitherto

reserved for public sector have

been opened up for private sector. 

■ Foreign investment and Foreign

Institutional Investors (FIIs)

have become important sources

for growth of economy. 

■ Capital and Financial Markets

have grown considerably.

■ International Trade and Inve-

stment are increasingly being

determined by WTO Rules.

■ There is growing domestic and

international competition

■ New forms of enterprises and

new technologies are emerging

■ Service sector is playing an

important role.

In view of all these, there is a

need for a change. However, such

change has to build upon and

improve the basic principles of

good corporate governance, some

of which are already there in the

Companies Act. 

Q: What is your vision for Com-

pany Law and Administration in

India in the times to come?

A The vision for Company Law is: -

■ To have a Common Basic Law

applicable to various types/

classes of companies. 

■ To ensure that company law is

concise, easy to comprehend and

amenable to interpretation with

reasonable application of mind.

■ To lay down the framework for

good corporate governance,

transparency of operations and

accountability in performance.

■ To enable compliance at a rea-

sonable cost.

■ To harness Information and Com-

puter Technology to make admi-

nistration and implementation

of the law effective and efficient.

■ To enable time bound decision mak-

ing (e.g. for Liquidation of compa-

nies) to resolve corporate issues.

■ To balance interests of all stake-

holders in an equitable manner

that facilitates smooth and

proper corporate functioning.

■ To enable development of special

Institutions to deal with specific

areas of corporate law e.g. NCLT.

Q: The good governance is the

main thrust for business world.

What are the postulates that in your

view should form the basis of good

corporate governance in India?

A Law only provides framework

for good governance. The good

Governance cannot be limited to

“letter of the law”.  Rather it should

take into account the “spirit” of the

law. Basic principles for good

Governance to be kept in view by

the legal framework are: -

■ Transparency and proper disclo-

sure;

■ Accountability of action;

■ Self regulation with responsibility;

■ Fair and equitable treatment of

all stakeholders;

■ Proper definition of responsibili-

ties and liabilities of the manage-

ment of the corporate compris-

ing of promoters, directors etc.

Q: Transparency and Disclosure

is the watchword while presenta-
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tion of financial statements. In

this perspective what role you see

that the profession of chartered

accountancy in the general and

for ensuring good corporate gov-

ernance in particular.

A. Under the Concept Paper, a

regime is envisaged in common to

all corporates that function on the

basis of transparency through dis-

closures, exercise of rights of differ-

ent stakeholders in a balanced man-

ner enforceable under law, stringent

requirements in respect of reflection

of the true and fair state of affairs

particularly in respect of finances,

effective enforcement of applica-

tion of various provisions of the law,

etc.  Through the proposed new leg-

islation, the Government is trying to

achieve all these objectives.

Chartered Accountants play

important role in bringing financial

discipline in the regulation of com-

panies.  Though broadly self-gov-

erned by Chartered Accountant Act,

1949, Institute of Chartered

Accountants of India has done a lot

of good work by maintaining high

standards of professional education

and certification.  It has also pro-

vided useful standards of account-

ing to the corporate sector.  The

institutional structure must, how-

ever, discipline misconduct by its

own members effectively.  This is an

area of concern, which needs to be

adequately addressed by the ICAI. 

Q: Administration of Companies

in India presently falls under

more than one regulator and the

issue keeps on cropping now and

then.  In what way the Concept

Paper on Company Law attempts

harmonization in that regard?

A. The Companies Act is a basic

Act, which defines and prescribes a

framework for operation of all cor-

porate entities. Since it is expected

to address core principles, no con-

flict is envisaged with the work of

regulatory agencies that regulate

corporate entities for specific pur-

poses. Such regulators may pre-

scribe framework in their respec-

tive fields that is not in conflict with

the basic law in principle. The prob-

lem of overlapping jurisdiction

sometime arises when there is con-

current jurisdiction. However,

through the exercise of review of

company law, the compilation of

basic principles in the form of

Company Law, with the flexibility

to the sectoral regulators to develop

the appropriate specialised regimes

is expected to address this problem. 

Q:  How does the new company

law is attempting to prevent van-

ishing companies?

A. This is expected to be achieved

by improving registration process

in a manner that fixes the identity

and liability of the Promoters and

Directors of the company in an

enforceable manner.

Q: Since the Indian investors are

not well aware of the capital mar-

ket and their intricacies, what

steps the Government is going to

take to educate the investors and

protect their interest?

A. Investors protection has been

one of the major concern of the

Government for last couple of years.

Measures have already been taken

by making provisions in the legisla-

tion that default in making non-pay-

ment of deposit is a cognizable

offence.  Special arrangements have

been made at the Ministry and field

level to monitor investor grievances.

Separate initiatives are being

taken for investors’ education

through Investors Education and

Protection Fund set up by MCA

under the Companies Act.  Further

work is required to be done in this

direction by ensuring transparency

and accountability in Law, develop-

ment of specialised institutions to

address such concerns and by creat-

ing a strong regulatory framework.

The Ministry has also taken several

initiatives by developing investor

information websites and by encour-

aging investor education by NGOs.

Q: The proposed Companies Bill

as contained in the Concept Paper

on Company Law seeks to retain

rule-making powers with the

Government.  How do you assure

the corporate sector that such a

power would not lead to unneces-

sary control and compliance

through administrative action of

the Department?

A. The idea is to segregate substan-

tive law from the procedures and to

make the law simple. The current

exercise is expected to highlight

areas that need to be addressed in the

substantive law. Efforts are being

made to ensure that such efforts are

properly addressed and are not left to

rules. Government, however, is

open to suggestions in this regard.

Q: Irani Committee is reported

to be considering the proposal to

ask professionals to see compli-

ance of the provisions of the

Companies Act, 1956 in case of

smaller companies.  This would

be a landmark initiative if given

effect to.  What is the view of the

Government on underlying

thrust behind such a move?  

A. Government is concerned at the

cost of compliance. In a competitive

world effective and speedy compli-

ance at a reasonable cost is essential

to enable our corporates to be com-

petitive.  Small and Medium

Enterprises (SMEs) by their very

nature have special requirements and

should not be burdened with unnec-

essary costs. The process of develop-

ment of Companies Bill is expected

to bring out a suitable framework to

address requirements of SMEs. ■
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