International Journal of Enhanced Research in Management & Computer Applications
ISSN: 2319-7471, Volume 6 Issue 9, September-2017, Impact Factor: 3.578

Corporate Laws Structure and Components in India

Naveen Aladia

LLM, MDU, Rohtak, Haryana

ABSTRACT

An organization is only a gathering of people who have met up or who have contributed cash for some regular
individual and who have fused themselves into an unmistakable legitimate element as an organization for that
reason. The act of corporate law includes general corporate issues, for example, the dissolution of organizations,
chiefs' and investors' rights, articles of affiliation, executive gatherings, secretarial issues and people in general
posting or delisting of organizations. Corporate law is a piece of a more extensive organizations law (or law of
business affiliations). It is frequently thought to be a branch of common law and manages issues of both private law
and open law.
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INTRODUCTION

Corporate law (also “company law” or “corporations’ law”) is the study of how shareholders, directors, employees,
creditors, and other stakeholders such as consumers, the community and the environment interact with one another. The
most conspicuous sort of organization, normally alluded to as a "partnership”, is a "juristic individual", i.e. it has isolate
lawful identity, and the individuals who put cash into the business have restricted obligation for any misfortunes the
organization makes, administered by corporate law. The biggest organizations are generally openly recorded on stock trades
the world over. Indeed, even single people, otherwise called sole dealers may fuse themselves and point of confinement
their risk with a specific end goal to bear on a business. Every single distinctive type of organizations rely upon the specific
law of the specific nation in which they dwell. Different kinds of business affiliations can incorporate associations (in the
UK administered by the Partnership Act 1890), or trusts (like a benefits reserve), or organizations constrained by ensure
(like some group associations or philanthropies). Under corporate law, organizations of all sizes have isolate legitimate
identity, with restricted or boundless obligation for its investors. Investors control the organization through a governing
body which, thus, regularly designates control of the enterprise's everyday activities to a full-time official.

Corporate law manages firms that are consolidated or enlisted under the corporate or organization law of a sovereign state
or their sub-national states. The four characterizing attributes of the cutting edge partnership are:

a) Separate lawful identity of the organization (access to tort and contract law in a way like a man)
b) Limited risk of the investors (an investor's close to home obligation is restricted to the estimation of their

offers in the enterprise)

c) Shares (if the partnership is an open organization, the offers are exchanged on a stock trade)
d) Delegated administration; the top managerial staff delegates everyday administration of the organization to
officials.

Page | 102



International Journal of Enhanced Research in Management & Computer Applications
ISSN: 2319-7471, Volume 6 Issue 9, September-2017, Impact Factor: 3.578

In numerous created nations outside the English talking world, organization sheets are named as agents of the two investors
and workers to "codetermine™ organization strategy.[2] Corporate law is frequently separated into corporate administration
(which concerns the different power relations inside a company) and corporate back. Simplicity of working together in
India is getting heaps of consideration of Indian approach producers. Regardless of whether it is the death of the Insolvency
And Bankruptcy Code, 2016 by the Parliament of India or pushing of the Digital India venture by Indian government,
organizations will be profited by these activities. Indian government is likewise reassuring accommodation of online
applications and permit asks for and is working toward propelling a solitary stage for these reasons. This would not just
lessen the quantity of uses an individual or organization would be required to make to Indian government yet would
likewise enable business visionaries in setting up their business in a bad position to free way.

Taking sign from this circumstance, more than 800 organizations have presented an appeal to the Ministry of Labor, asking
for to make all the work law compliances paperless , a move that they accept will help capture the exhaustion of common
assets and enhance simplicity of working together. The request of advances to the legislature to move all businesses and
workers' obligatory recording on the web throughout the following two years as "required paper documenting has neither
enhanced the state of our work nor guaranteed better implementation™.

Consistence with work laws requires corporates to utilize 500 crore sheets of paper or 6 lakh trees each year. Other than the
natural pulverization, the absence of online entries makes a gigantic authoritative load for businesses.

Significance of Corporate Law

There are distinctive sorts of clashing circumstances that may happen inside an organization — and one of these issues
incorporates the way that the organization needs to choose who assumes control over a specific obligation, who deals with
the offers, who is in charge of taking care of the general population et cetera. Just stated, power and specialist are two of the
greatest issues that many individuals are battling about. Without the corporate law, it might be very difficult to characterize
who ought to have greater expert over the other, and which gathering or individual has the privilege to take control over
things. This is the reason organization law is critical in any type of business — in spite of the fact that these laws represented
may even now fluctuate contingent upon the nation. This is on account of various nations have different convictions and
societies, and these distinctions may for the most part influence the kind of law that every last single place needs to take
after. The offers and the stocks that are being put resources into the organization is likewise another factor that foundations
need to think about. The corporate law makes it less demanding for individuals associated with the business to figure out
who takes bigger offers, and the aggregate level of investors, in specific situations. With regards to money related issues or
matters, it might be hard to settle on the correct choice particularly in the event that you don't have a law to take after. In
any case, then again, if there is a settled law, there are no inquiries asked and individuals must choose the option to take
after whatever is composed on the law.

COMPONENTS OF CORPORATE STRUCTURE
There are three key components of a corporate structure:

a) The corporation itself. An organization is made by documenting printed material with a corporate registry (either
governmentally or commonly). Since the company isn't alive like an individual, and can't physically sign an
agreement or go down the road and open a financial balance, all demonstrations of the enterprise must be
performed for the partnership by people.

b) The chiefs. The executives are in charge of settling on choices about the tasks of the company. In spite of the fact
that the executives regulate the running of the organization the chiefs don't have to play out the everyday activities
of the company themselves, yet can enlist workers to perform everyday undertakings. The chiefs keep up a
supervisory part and the representatives who work for the company answer to the executives.
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Shareholders. The investors are the proprietors of the business and their possession rights are controlled by the
offers they hold in the business. Where there are different investors, they may have changing rights, (for example,
the privilege to vote in favor of chiefs, the privilege to get profits, and so on.) contingent upon the sort and number
of offers they hold.

The most imperative Indian corporate laws are as per the following: —

Vi.

vii.

viii.

Xi.

Xii.

The Companies Act, 1956:- An act to consolidate and amend the law relating to companies and certain other
associations. The act was introduced on 18" January, 1956.

Companies (Foreign Interests) Act, 1918:- An act to take power to prohibit the alteration of articles of
association, which restrict foreign interests in certain companies, but with the sanction of the Government. The act
was introduced on 26th September 1918.

Company Law Board Regulations, 1991:- In this act all the powers conferred by sub-section (6) of section 10 E
of the Companies Act, 1956, the Company Law Board are included. The act was introduced in the year 1991.

The Companies (Amendment) Act, 2006:- An act for the further amendments in the Companies Act, 1956. The
changes included that no company shall appoint or re-appoint any individual as director of the company unless he
has been allotted a director Identification number under section 266B. The act was introduced on 29" May, 2006.

The Depositories Act, 1996:- An act for regulation of depositories in securities. The act was introduced on
12" August, 1992.

The Foreign Trade (Development and Regulation) Act, 1992:- An act for the development and regulation of
foreign trade by facilitating imports into, and augmenting exports from India. The act was introduced on
7™ August, 1992.

The Hire-Purchase Act, 1972:- An act to regulate the hire-purchase transactions, for the protection to buyer of
the goods on hire-purchase, to control certain abuses in the hire-purchase trading. The act was introduced on
8" June, 1972.

Indian Contract Act, 1872:- The act defines the term “contract” as an agreement legally enforceable by law, for
the formation of a contract there must be an agreement, the agreement should be enforceable by law. The act was
introduced on 25 April 1872,

The National Securities And Depositories Limited — Byelaws, 1996:- An act for the implementation of the
powers conferred under the Depository Act, 1996, with the approval of Securities Exchange Board of India
(SEBI). The act was introduced on 15" October, 1996.

The Prevention of Money-Laundering Bill, 1999:- A Bill to prevent money-laundering and for appropriation of
property derived from, or involved in, money-laundering. The act was introduced on 23" February, 1999.

Prevention of Money Laundering Act, 2002:- An act to form the core of the legal framework put in place by
India to combat money laundering. The act was introduced on 1* July, 2005.

The Partnership Act, 1932: — An act to define and amend the law related to Partnership and define partnership as
“An agreement between two or more persons who have agreed to share profits of the business carried on by all or
any one of them acting upon all”. The act was introduced on 8th April, 1932.
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Xiv.

XV.

XVi.

XVil.

XViii.
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The Securities Contract (Regulation) Act, 1956: — An act to prevent undesirable transactions in securities by
regulating the business of dealing therein. The act came into force with effect from 20th February 1957.

The Sick Industrial Companies Act, 1985: — An act to make, in the public interest, special provisions with a
view to securing the timely detection of sick and potentially sick companies owning industrial undertakings, the
speedy determination by a Board of experts of the preventive, ameliorative, remedial and other measures which
need to be taken with respect to such companies and the expeditious enforcement of the measures so determined.
The act was introduced on 8th January 1986.

The Sale of Goods Act, 1930: — An act to define and amend the law relating to the sale of goods and it defines
and amends the law relating to the sale of goods. The act was introduced on 15th March 1930.

The Swadeshi Cotton Mills Company Limited (Acquisition and Transfer of Undertakings) Act, 1986: — An
act to provide for the acquisition and transfer of certain textile undertakings of the Swadeshi Cotton Mills
Company Limited, with a view to securing the proper management of such undertakings so as to sub serve the
interests of the general public by ensuring the continued manufacture, production and distribution of different
varieties of cloth and yarn. The act was introduced on 30th May 1986.

The Tea Act, 1953: — An act to provide for the control by the Union of the tea industry, including the control, in
pursuance of the International Agreement now in force, of the cultivation of tea in, and of the export of tea from,
India and for that purpose to establish a Tea Board and Levy a duty of excise on tea produced in India. The act was
introduced on 28th May 1953.

The State Financial Corporation Act, 1951: — An act to provide for the establishment of State Financial
Corporations. The act was introduced on 31st October, 1951.

CONCLUSION

The previous studies affirm that companies, executives, and investors are distinctive people with various obligations. It is
essential for chiefs and investors to dependably remember the specific part they are acting in when managing corporate
issues. Chiefs ought to for the most part have protection to shield them from risk as for the running of the business, and
executives and investors should look for legitimate exhortation as important to guarantee they don't rupture their
commitments or violate their rights. Individuals from general society should remember which specific corporate substance
they are managing, and in the event that they have worries about the unwavering quality of the organization they are
managing they should look for individual assurances from the people who are the chiefs or investors of the organization.
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