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Introduction

The Companies Act, 2013 ('2013 Act’), enacted
on 29 August, 2013 on accord of Hon'ble
President’s assent, has the potential to be a
historic milestone, as it aims at improving
transparency and accountability in the India’s
corporate sector.

The Ministry of Corporate Affairs (MCA") in
India has issued few sets of draft rules in six
phases that are to be read together with the 2013
Act.

The 2013 Act

To address the growth needs of dynamic Indian
businesses which are part of the third largest
economy in the emerging markets, this change
was imperative in the corporate regime. The
historical Companies Act of 1956 has finally
taken a infinite halt and the 2013 Act has
switched the corporate world towards more
stronger governance which shall safeguard the
interest of minority investors and legislate the
role of whistle-blowers. These changes in the
legislation shall provide greater transparency
and assurance to the existing and potential
investors in India as they will now see much
stricter  environment on the corporate
management side.

These rules were open for public comments and
thus the Act is being implemented in a phased
manner by the MCA, before it is finally
approved by the Central Government.

Besides the standpoint of corporate members,
stakeholders and the investors, the 2013 Act is
expected to have strong and longer impact that
will contribute a lot to the growth strategy of
India economy and shall develop prospects for
corporate and social community in India.
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The 2013 Act inter alia includes provisions for
social welfare activities, encourages
appointment of women directors, casts
significant obligations on independent directors
and auditors and empowers investors against
any frauds committed by promoters. It is clear
that the new Act will change the way business is
undertaken in India, be it for stakeholders or
regulators.

Some salient features of the Act and rules
include requirement for independent board of
director for public companies (other than those
listed) in India and directors will now be
responsible  for design and  operating
effectiveness of internal financial controls.

Others include enhanced penalties for
committing offences by the directors and
specific provisions relating to fraud.

Given the need to put more governance controls,
the 2013 Act has also induced mandatory
rotation of audit firm in listed companies
whereby the term cannot be more than ten years
and internal audit required for certain prescribed
class of companies. Furthermore, the auditors
shall now be whistle blowers to Central
Government if they become aware of fraud.

For companies who are looking to India entry
and keen to do doing business in India, the new
Act provides for key amendments allowing
merger of Indian companies into foreign
companies. Some of the changed prohibit
foreign company to make investment through
more than two layers of investment companies,
with certain exemptions to foreign acquisitions.



Given the economic scenario and seeing the
western countries growth ambitions, this step
provides an additional avenue and should
certainly help Indian investor too as foreign
companies would be able to do deal through
issue of its shares.

Amongst other provisions, companies are
required to set up the Corporate Social
Responsibility Committee and class actions
suits are introduced as remedy for small
investors against wrongful acts, subject to
certain number of members participating in that
suit.

While these provisions introduces more stricter
and complex regulatory environment in the
country, these shall foster much needed investor
confidence and bringing India upto the global
platform
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About Grant Thornton International

Grant Thornton International Ltd. is one of the
world’s leading organisations of independent
assurance, tax and advisory firms. These firms help
dynamic organisations unlock their potential for
growth by providing meaningful, forward looking
advice. Proactive teams, led by approachable
partners in these firms, use insights, experience and
instinct to understand complex issues for privately
owned, publicly listed and public sector clients and
help them to find solutions. Our global network of
more than 38,500 people, across over 120 countries,
are focused on making a difference to clients,
colleagues and the communities in which we live
and work.

About Grant Thornton in India

Grant Thornton India LLP is a member firm within
Grant Thornton International Ltd. In India, the firm
specialises in providing assurance, tax and advisory
services to dynamic businesses. Over 1500 people
across our 11 offices are committed to helping
dynamic organisations unlock their potential for
growth by fulfilling our simple promise to clients
one, Robust Compliance services where we mirror
the agility of our dynamic clients, and two, Growth
Navigation solutions where we give actionable
tailored advice to help our clients reach the next
stage in their business plan. This service focus has
today made us the chosen Growth Advisors to
dynamic companies seeking to navigate the
complexities facing their businesses.

Grant Thornton India LLP (formerly Grant Thornton
India) is registered with limited liability with
identity number AAA-7677 and has its registered
office at L-41 Connaught Circus, New Delhi,
110001.
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About Grant Thornton in Japan

Grant Thornton Japan is a member firm within Grant
Thornton International Ltd. and one of Japan’s
leading audit, accounting, tax and business advisory
firms dedicated to serving the needs of public
interest entities and privately held businesses.
Around 500 people and 8 offices across the country
provide high quality services while maintaining
independence and integrity. Grant Thornton Japan
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consists 7 professional firms of each domain; Grant
Thornton Taiyo ASG LLC, Grant Thornton Taiyo
ASG Tax Corporation, Grant Thornton Taiyo ASG
Inc., Taiyo ASG Advisory Services Co., Ltd., Grant
Thornton Masters Trust Inc., Grant Thornton Taiyo
ASG Human Capital Corporation and Grant
Thornton Taiyo Advisors Co., Ltd.
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