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MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS

(Department of Company Affairs)

RESOLUTION

New Delhi, the 23rd June 1977
No. 7/6/77-CL V.—The Companies Act 1956 was enacted with a view to

creating conditions necessary for the healthy growth of joint stock enterprises
and for providing safeguards in relation to the interests of the investor and the
public. Soon after the enforcement of this Act, there was criticism about some of
the provisions of this statute and Government, therefore, appointed another Com-
mittee in May 1957 On the basis of the recommendations of the said Committee,
as also the recommendations of the Commission of Enquiry in respect of certain
group of companies and with a view to preventing malpractices, as and when
they were noticed, the Act was amended from time to time There have been, so
far, as many as 12 amendments. As a result of such frequent changes, however,
the structure of the Act has been affected and manv of the provisions have become
cumbersome and not amenable to easy interpretation and understanding. Some of
the provisions such as those relating to. managing agency system have become
obsolete while some others have proved to be ineffective to meet the present
day need of corporate management and administration. Another important part
of Company Law which has not been reviewed in depth, so far, is the Part which,
deals with winding up procedures. The statutory provisions in this respect have
more or less remained unchanged since 1913 These provisions need a fresh look
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so JS to ensure early termination of the winding up proceedings and settlement
of the claims of the creditors and contnbutories of companies in liquidation,

2 With the enactment of the Monopolies, and Restrictive Trade Practices Act
1969, a new dimension was, added to the Government policy in regard to the
regulation of the corporate sector Suggestions have been made bv various quar-
ters including the Monopolies and Restrictive Trade Practices Commission that
several provisions of this Act need to be modified In the implementation of the
Act, also, certain difficulties have been encountered. Several obscurities and
lacunae have been noticed in the provisions of the Act with the result that the
realization of the objectives underlying this enactment has not been effective
to the extent desired For thf> reasons stated above, it has become necessary to
constitute a high-powered Expert Committee to undertake a comprehensive re-
view of the two enactments urgently

3. Government, accordingly, hereby appoints a Committee to consider and
report on what changes are necessary m the Companies Act, 1956 and the Mono-
polies and Restrictive Trade Practices Act 1969, with particular reference to the
modifications which are required to be made in the form and structure of the
Companies Act 1H,r)fi and the Monopolies and Restrictive Trade Practices Act,
1969, so us to simplify them and to make them more eifecti/e, wherever necessary

4, The Committee will also consider the provisions of the Companies Act, 1956,
and report inter alia on

(a) classification and formation of companies and the constitution of board
of directors with special reference to protection of the interests of
the shareholders who arc in a minority,

(b) exercise of managerial poweis, and protection of shareholders and
creditors' interests and their relations, inter se;

(c) measures by which workers' participation m thP share capita] and
management of companies could be brought about;

(d) provisions which are required to be made to prevent mismanagement,
with special reference to safeguarding of company's own interest
and the public interest,

(e) measures necessary to promote professionalisation of management and
regulation ol managerial and executive remuneration commensurate
with their responsibilities, and

(f) measures by which reorientation of manaRenal outlook in the corpo-
rate sector could bo bi ought about so as to ensure the discharge of
social responsibilities by companies

5, The Committee is also requested to consider and report on:

(l) what changes are required to be made in thP Companies Act, 1956 to
streamline the winding up procedures so as to expedite thp realisa-
tion and distribution of assets to the creditors and contributories;

(n) whether it is desirable to enact .special provisions applicable to the
Government companies as a class so as to exclude the provisions of
the Companies Act, 1956, generally in their applicability to such
companies,

(iii) what adaptations and modifications are necessary m the provisions of
the Companies Act, 1956, in their application to enterpreneurs m
medium and small scale sectors carrying on business as -joint stock
companies,

(iv) what further changes are required to be made m the Companies Act,
1956, regarding the establishment of places of business and opera-
tion of foreign companies in India,

(v) what improvements, if any, aro required to be made in the present ad-
ministrative structure and procedures regarding the enforcement of
the provisions of the Companies Act, 1956, and the Monopolies and
Restrictive Trade Practices Act, I960;

(vD what changes are required to be made m the Monopolies and Restric-
tive Trade Practices Act 1969, in the light of the experience gained
in the administration and operation of the said Act; and

(vn) anv other matter incidental or ancillary to the administration of the
Companies Act, 1956, and the Monopolies and Restrictive Trade
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Practices Act, 19fl9 having regard to the growth and development
o£ trade, commerce and industry

6 The Committee will be constituted as iollows,.—

Shn K. S Hegde, Member of Parliament, (foimer Judge Chairman
oi the Supreme Court of India)

1, Shn S Ranganathan, Member ol Pjihament, (former Member
Comptroller and Auditor General of India).

2 Shn R D Gattam, Member of Paihameut (Retucd
Jud^e of Rajasthan High Court)

3 Shn Beddbiuta Baiua Member of Parliament

4 Shn F S Nariman, Senior Advocate, Supreme Couit
oi India dormer Additional Solieitoj General of India)

5 Shn Santanu Dcsai FCA President, Merchants Chamber of „
Commerce, Bombay, (former President oi the Institute
of Chartered Accountants of India)

6 Shu S Srinrvrisa Rao, F1CWA Professional Accountant,
(former President of the Institute of Costs & Works
Accountants of India and also a member of the
Institute of Company Secretaries of India)

7 Shn D C Kothati, Industrialist Madras, (former
President of FICCI and President, As.an Chamber
of Commerce)

8 Shn Keshav Mahindra, Industnalist, Bombay

9 Shn K P Tupathi. Labour Leddei, (former Minister
of Assam).

10 Shri K K Bay, Bsrnster-at-law. Fcc-K.-vy Member-Secretary
Department of Company Affairs

7 The headquarters of the Committee wiT be at New Delhi and it will meet
â  and when necessary The Committee may also visit such othei places as it.
mav consider essential for the puroose oi' it« uwmw The report of the Com-
nnttcc shall be submitted to the Government of Indi.i in the Ministry of Law;
lustirp and Company Affairs Department of Company Affairs, not later than'
31st December, 1»77

ORDER

Ordered that a copy of this resolution be communicated to all the State Gov-
ernments, Union Territories, Ministries and Dep-irtments of ihn Government of
India, Prime Minister's Office, Cabmel Secretariat, Private and Military Secre-
taries to the Vice-President acting as Piesidenl

Ordered also that if be published in the Gazjtie of India Extraordinaiy

K K. RAY, Secy
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