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Abstract

The misuse of Shell Companies has emerged as a serious challenge to corporate governance and the effective protection of 
shareholder rights in India. Although shell entities may serve legitimate commercial purposes, their increasing use for concealing 
beneficial ownership, diverting corporate funds, round tripping, and manipulating securities markets has eroded transparency, 
accountability, and investor confidence. This research article examines the impact of shell companies on shareholder rights within 
the Indian legal framework, with specific reference to the Companies Act, 2013, the regulatory regime of the Securities and Exchange 
Board of India, enforcement initiatives of the Ministry of Corporate Affairs, and the Benami Transactions Prohibition Act, 1988.
Employing a doctrinal and analytical research methodology, the study analyses statutory provisions, regulatory circulars, judicial 
pronouncements, and policy measures addressing shell companies and related governance failures. It highlights how shell 
structures are used to dilute minority shareholder rights, obscure beneficial ownership, facilitate related party transactions, and 
circumvent fiduciary duties of directors, thereby weakening shareholder participation, informed decision making, and access to 
effective remedies. The article further identifies systemic governance gaps, including fragmented regulatory oversight, limited inter 
agency coordination, and persistent enforcement deficiencies.
The study critically evaluates India’s evolving legal response, including enhanced disclosure obligations under the Companies Act, 
SEBI’s surveillance, investigation, and de listing actions, MCA led data analytics and strike off measures, and confiscatory proceedings 
under the Benami law. It argues that while these measures reflect strong regulatory intent, procedural delays and inconsistent 
implementation continue to undermine shareholder protection. The article concludes by proposing targeted legal and policy reforms 
aimed at strengthening beneficial ownership transparency, improving regulatory coordination, and reinforcing shareholder remedies, 
thereby promoting.
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