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SCANDAL 
 

AUTHORED BY - TISHA CHOPRA 

 

  

1. Abstract 

The research analyses India's worst corporate fraud which occurred at Satyam while exploring 

the complete legal aspects of the scheme. Top Satyam Computer Services' management illicitly 

reported false profit numbers and assets in 2009 thus exposing profound deficiencies affecting 

corporate governance and financial oversight and auditing methods. This paper studies the legal 

consequences of Satyam scandal to analyse violations under the Companies Act 2013 and the 

essential functions of regulatory agencies SFIO, SEBI and ED.  

 

An extensive timeline in the article traces the Satyam scandal from its beginning to its 

discovery until the court system and regulatory organizations became involved. The case 

demonstrates how Indian governmental entities and judicial bodies handled the biggest 

corporate fraud in the nation's history. The company's inadequate management systems and 

insufficient independent auditing let to heavy financial repercussions on investor trust and 

stakeholder losses across the board.  

 

The research explores both direct and indirect effects Satyam produced on India’s regulatory 

structures and legal frameworks. To address the scandal the government added numerous 

changes to the Companies Act of 2013 which enhanced corporate governance protocols as well 

as audit responsibilities and board decision-making methods. Strong enhancements were made 

to provisions that strengthened independent director positions along with internal audits and 

financial reporting precision and whistleblower security systems. SEBI became better equipped 

to spot financial misdoings and prevent additional incidents. 

 

Through its revelation of corporate weakness in India the Satyam case became the trigger that 

drove comprehensive legal changes throughout the country. This article investigates the 

scandal’s complete impact on India's legal framework by exploring the severe breach of 
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corporate trust which initiated enhanced corporate oversight and strengthened national business 

governance systems. Along side the impact, what significance corporate governance holds in 

the economy and business world are laid out.  

 

Keywords: Satyam Scam, Corporate Accountability, Corporate Governance, Companies Act. 

 

2. Introduction 

Satyam Computers was once the giant of the Indian Information Technology sector, but it was 

brought to its knees in 2009 by its founders due to financial fraud. The Satyam controversy 

demonstrated that establishing audit committee directions and board member responsibilities 

in corporate governance systems requires absolute necessity. The Satyam controversy harmed 

India's international market position through a market-shocking event which strongly impacted 

investors who trusted Satyam. Company processes need both transparency and accountability 

so the Satyam scandal revealed major organizational shortcomings in corporate governance 

along with degraded ethical practices and inadequate auditing functions. The case led to new 

laws for better corporate management alongside policies that would prevent related future 

fraudulent activities. Indian history reveals how this essay investigates the largest corporate 

deception which occurred within Satyam while examining the operational structure of the fraud 

and its impact on key stakeholders and the new regulatory frameworks established afterward. 

The Satyam scandal involved several violations of company law provisions in India, 

particularly under the Companies Act 2013 such as: 

 Section 2111 - Form and Content of Balance Sheet and Profit and Loss Account: 

Satyam violated this section by falsifying financial statements, including balance 

sheets and profit and loss accounts. 

 Section 292A 2- Audit Committee: The scandal highlighted the failure of the Audit 

Committee in overseeing the financial reporting and disclosures, which is a violation 

of the responsibilities outlined in this section. 

 Section 217 3- Board's Report: Satyam's management failed to provide an accurate 

Board’s Report, which should include truthful disclosures on financial statements, 

operations, and other relevant aspects of the company. 

                                                      
1 The Companies Act, 2013, Act no.18, Acts of Parliament, 2013 (India). 
2 The Companies Act, 2013, Act no.18, Acts of Parliament, 2013 (India). 
3 The Companies Act, 2013, Act no.18, Acts of Parliament, 2013 (India). 

http://www.ijlra.com/
https://economictimes.indiatimes.com/magazines/panache/7-indian-billionaires-who-went-from-riches-to-rags/the-fall-of-satyam-computers/slideshow/78511274.cms


www.ijlra.com 

Volume II Issue7|April 2025 

 

ISSN: 2582-6433 

 

Page | 7 
 

 Section 235 4– The central government holds the power to assign an inspector who 

needs to investigate the business operations of the company. 

 The SFIO, established under the Companies Act, is responsible for investigating major 

frauds. (S. 211 & 212 ) 5 

 

Limitations  

The scam covered many cases but due to unavailable of documents, the court orders and 

judgments to the final proceedings weren’t available online.  

 

3. Time line 

3.1 Background and buildup  

June 24, 1987: Satyam Computer Services was an IT firm established at Hyderabad in 1987 

by Mr. Ramalinga Raju. The organization entered the market as a petite information technology 

services organization which mainly offered software development together with consulting 

solutions for United States-based organizations. The company experienced rapid growth during 

its first two decades by leveraging the rising market demand for IT outsourcing services and 

global technology requirements. The business rose to prominence in the Indian IT sector by 

standing out for its creative thinking and client-first philosophy .Satyam had made a name for 

itself in the Indian IT industry by the early 1990s.  

 

1991: Satyam went public by listing its shares on the Indian National Stock Exchange (NSE) 

and the Bombay Stock Exchange (BSE).The company expanded across multiple business 

sectors during the 1990s. The company added Satyam Renaissance as a new operational 

division together with Satyam Info way and Satyam Spark Solutions and Satyam Enterprise 

Solutions.6 

 

2001 – 2008: Satyam became one of the few Indian companies to be traded on a major foreign 

market when it listed on the New York Stock market (NYSE) in 2001, marking a key step 

towards international recognition. With TCS and Infosys ahead of it, HP dominated as the 

fourth biggest software exporter from India. The NASDAQ started trading Satyam Info Way 

                                                      
4 The Companies Act, 2013, Act no.18, Acts of Parliament, 2013 (India). 
5 The Companies Act, 2013, § 211 and § 212.  
6 Oishika Banerji, Case study of the Satyam fraud case, IPLEADER, (Mar. 16, 2022), 

https://blog.ipleaders.in/case-study-satyam-fraud-case/.  
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(Sify) when the company became the initial Indian internet business to achieve this milestone. 

The Indian society started to view Satyam as a prime case of national economic triumph .The 

company reached maximum success point when Satyam operated with more than 50,000 

employees across 60+ international markets. Satyam achieved the $2 billion milestone in 2008 

after its initial worth of $1 billion in 2003. The year 2008 brought multiple awards to Mr. Raju 

which included the “Golden Peacock Award” for corporate accountability . The company 

boosted sales and earnings figures and margins through artificial means so that their financial 

reports could remain accurate. During this period the difference between what was reported as 

profit on financial statements and true operational profits increased steadily. 

 

3.2First Signs of Trouble  

The ideas of Satyam Raju proved futile when the global recession of 2008 struck, affecting 

India as well. Mr. Raju suffered a significant loss as a result of the real estate properties rapidly 

drowning. By launching the Maytas Company, he attempted to control the issue. He suffered a 

strategic setback with this tactic. However, this brought his fraudulent conduct to light more. 

16th December, 2008: It was revealed that Satyam intended to pay $1.6 billion to purchase the 

businesses controlled by Raju's sons, Maytas Properties and Maytas Infra. But He was unable 

to sell the properties and infrastructure of the Maytas. Then there is a significant conflict of 

interest for the Satyam board members and stockholders and this decision of acquisition was 

overturned within 12hrs.  In the end, Satyam's shares in New York Stock Exchange fell by 

55%. 

23rd December, 2008: For eight years, the World Bank barred Satyam from doing business 

with any direct contacts of the banks. This was one of the harshest sanctions the World Bank 

had ever placed on an outsourcing company based in India.7 The international organisation 

accused it of pilfering data and corrupting its staff. 

December 28th, 2008: Three independent directors and one of the company's directors 

announced their resignations. Resignations of board members and the uncertainty about 

Satyam’s corporate governance practices raised concerns among investors and stakeholders. 

January 2009: Following the withdrawal of the shares by the institutions that had pledged 

them, the promoters' holding dropped from 8.64 percent to 5.13 percent. The promoters' share 

then later dropped to 3.6%. 

 

                                                      
7 Aron Almeida, Satyam Scam – Case Study of India’s Biggest Corporate Fraud! , TRADE BRAINS (July 11, 

2024), https://tradebrains.in/satyam-scam/ .  
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3.3The Scandal Unfolds  

7th January, 2008: B. Ramalinga Raju resigned as Satyam's chairman following his admission 

of involvement in a financial scandal totalling over Rs. 7800 crore via a letter. Furthermore, he 

admitted that Satyam had inflated its earnings by Rs. 5,040 crores, or around 75% of total 

earnings. Raju said that he worked alone and that neither his auditors nor the board were aware 

of his illegal activity. 

11th January, 2024: The Central Government took over Satyam when its owners, B Ramalinga 

Raju and his brother B Rama Raju, were arrested by Andhra Pradesh state police. The Indian 

government appointed three persons to a newly formed Board of Directors in an attempt to 

save the company.  

Through regulatory agencies including the Ministry of Corporate Affairs and the Securities and 

Exchange Board of India (SEBI), the Indian government launched an investigation right away. 

13th January, 2008: The government has requested that the Corporate Affairs Ministry's 

investigative division, SFIO, look into the embezzlement of money by the dishonest Satyam 

Computer Services 8under Section 235 of the Companies Act after getting a report from the 

Registrar of Companies, Andhra Pradesh.  

Raju's two sons promoted Maytas Properties and Maytas Infra, which were both under the 

SFIO's jurisdiction, in addition to Satyam.It examined the financial records and paperwork of 

eight additional Satyam-affiliated businesses .Both business law violations and infractions of 

the Indian Penal Code are the subject of the investigations.9 

 

 

                                                      
8 HT Correspondent , Govt asks SFIO to inspect money-siphoning angle in Satyam case, HINDUSTAN TIMES, 

(Aug 17 ,2009, 10:48 PM ) , https://www.hindustantimes.com/business/govt-asks-sfio-to-inspect-money-

siphoning-angle-in-satyam-case/story-od6m89yFeJcmblxFOfwnBO.html . 
9 Sapna Dogra Singh, SFIO concludes Satyam probe, BUSINESS STANDARD, (April 15, 2009, 12:33 AM), 

https://www.business-standard.com/article/companies/sfio-concludes-satyam-probe-109041500042_1.html . 
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a) Fabricated Balance Sheet and Income Statement of Satyam: As of September 30, 

200810 

 

 

b) Satyam's stock chart between December 2008 and January 200911 

April 2009 (SFIO REPORT): The report runs into 12,000 pages in 30 volumes. The 

Enforcement Directorate has been tasked with handling fund transfers outside of India, despite 

the SFIO's investigation into the money trail and other domestic matters. 

 

Contents of the Report submitted by SFIO –In order to meet analyst expectations, Satyam 

exaggerated income almost every quarter for a number of years To bolster the deception, Mr. 

Raju produced a large number of fictitious bank statements.To add false funds to the balance 

sheet, Mr. Raju created fake bank accounts. He made up bank accounts to claim interest 

income, inflating his income statement .Mr. Raju went on to say that he opened 6,000 fictitious 

pay accounts over the course of the previous three years (2006–2008) and stole the money 

when the company deposited it. In addition, the company's worldwide head of internal audit 

falsified board decisions and unlawfully collected monies.The company's global head of 

internal audit also obtained funds illegally and forged board decisions. Additionally, it seemed 

as though the money acquired in the US through American Depository Receipts, or "ADRs," 

had never ended up on the balance sheets of the business. 12 

 

The Satyam Computer Services auditors were involved in the controversy mainly because they 

were not able to identify the significant financial irregularities that were occurring over a 

                                                      
10 Dr. Madan Lal Bhasin , Revisiting the Satyam Accounting Scam: A Case Study , 6 IJMSSR 36 , 2016.  
11 Dr. Madan Lal Bhasin , Revisiting the Satyam Accounting Scam: A Case Study , 6 IJMSSR 43 , 2016. 
12 Oishika Banerji, Case study of the Satyam fraud case, IPLEADER, (Mar. 16, 2022), 

https://blog.ipleaders.in/case-study-satyam-fraud-case/.  
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number of years. Satyam's financial accounts were examined and certified by 

PricewaterhouseCoopers (PwC), one of the Big Four accounting companies, which was in 

charge of the audit. The company failed to appropriately confirm Satyam's stated earnings, cash 

balances, and revenues. Rather, the auditors' over-reliance on management assertions and lack 

of sufficient examination permitted the fraudulent actions to continue unnoticed.  

 

PwC failed to independently verify these balances with the banks and instead accepted falsified 

documentation. Since the company's real cash holdings were significantly less than what was 

declared, proper verification would have readily revealed the disparities. Allegations surfaced 

suggesting that PwC's auditors were deliberately oblivious to the scam or were participating in 

it. Accepting significant fees from Satyam was one example of an ethical transgression that 

might have jeopardised their objectivity and independence. 

 

3.4Aftermath  

These days, there was chaos on the Indian stock markets. When the Indian government realised 

how this would affect future FDIs and the stock markets, it moved quickly to take action. They 

promptly nominated a new board to Satyam after starting their investigation. Within the next 

100 days, the board wanted to sell the company. 

 

13th April 2008 (Merger): As part of its diversification plan, Tech Mahindra, a firm owned by 

Mahindra & Mahindra, acquired a 31% share in Satyam through a formal public auction 

process. 

 

Under the new management of Mahindra Satyam began operating its services as "Mahindra 

Satyam" starting from July 2009. On June 25 2013 the two companies became legally 

combined under one entity. 

 

4. Legal Proceedings (2010-2015) 

Three chargesheets were submitted by the Central Bureau of Investigation (CBI) against the 

defendants, which included Ramalinga Raju and other significant individuals. The scope of the 

inquiry and the allegations against the defendants were expanded in a supplemental chargesheet 

issued by the CBI.  

 

4th November 2011: Ramalinga Raju and two other accused parties in the scam were granted 
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bail by the Supreme Court , because the CBI, the investigating agency, had been given 33 

months to produce a charge sheet. 

 

9th April: B. Ramalinga Raju & Ors. v. The State Through CBI, Special CBI Court (2015). 

 The Special Court for Economic Offenses, Hyderabad on  April 9, 2015  found Ramalinga 

Raju and nine others guilty of various offenses, including criminal conspiracy, cheating, breach 

of trust, and falsification of accounts under the Indian Penal Code (IPC) and other related laws 

Justice BVLN Chakravarthi then sentenced  Ramalinga Raju and the others to seven years in 

prison and were fined for their roles in the fraud.13 It also imposed a fine of Rs.5.5 crore each 

on Ramalinga Raju and one of his brothers, Rama Raju. The authorities fined Ramalinga Raju 

and his brother Rama Raju Rs.5.5 crore each. All imprisoned convicts received housing at 

Cherlapally Central Prison. On 15th April B. Ramalinga Raju and his fellow accused 

challenged the CBI Court verdict before the Metropolitan Sessions Court about its 

maintainability but their appeal was rejected. The court established that it lacks authority to 

control the functions of special courts. The defendants filed an appeal against the special CBI 

court's judgment due to its legal inadequacy along with requesting bail while defense arguments 

were overlooked.14 

 

SEBI vs. B. Ramalinga Raju & Others15:  case was a landmark in Indian securities law, 

showcasing SEBI’s role in maintaining market discipline and penalizing fraudulent practices 

in the capital markets. This case was filed by the Securities and Exchange Board of India 

(SEBI) against Ramalinga Raju and other Satyam executives for violating securities laws, 

including insider trading and fraudulent financial practices. The case was filed under the SEBI 

Act, 1992, and the Securities Contracts (Regulation) Act, 1956. 

The subsequent appeal in the Securities Appellate Tribunal (SAT) can be referenced as the 

SAT Order dated May 12, 2017, in the case of B. Ramalinga Raju & Others vs. SEBI.16 

 

Enforcement Directorate vs. B. Ramalinga Raju & Others: The Enforcement Directorate 

                                                      
13 Supdi Nandi, Satyam Scam Case Study: India’s Biggest Corporate Fraud, THE BUSINESS RULE, (July 18 

2023), https://thebusinessrule.com/satyam-scam-case-study-indias-biggest-corporate-fraud/.  
14 no name , Court dismisses Satyam case convicts appeal , THE HINDU , ( April 20 2015) , 

https://www.thehindu.com/news/national/Hyderabad-city-Court-dismisses-Satyam-case-convicts-

appeal/article60328610.ece/amp/ .  
15 SEBI vs. B. Ramalinga Raju & Others SEBI Order No. WTM/RKA/IVD/99/2014, dated July 15, 2014. 
16 B. Ramalinga Raju & Others vs. SEBI 2017 SCC OnLine SAT 183 (India) 
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(ED) filed a case under the Prevention of Money Laundering Act (PMLA), alleging money 

laundering by Ramalinga Raju and other executives. The case was registered under the PMLA 

in relation to the Satyam fraud, and it involved attachment of properties and prosecution of the 

accused under various provisions of the PMLA. 

 

Cases against Satyam Computers in the U.S: Although not named as a specific case in India, 

Satyam faced class-action lawsuits in the U.S. Federal Court, led by investors who sued the 

company for securities fraud due to the misleading financial statements. 

Satyam Computer Services Ltd. Securities Litigation, which led to Satyam agreeing to pay 

$125 million to settle claims made by investors in the U.S. The case was consolidated under 

the multidistrict litigation docket number 09-MD-2027 (United States District Court for the 

Southern District of New York). 

 

5. Significant Legal Changes After the Satyam Scandal 

 Enactment of the Companies Act, 2013: The new Act established enhanced 

compliance requirements and stricter legal accountability for corporations in addition 

to their directors because of failed corporate governance practices. 

 Mandatory Appointment of Independent Directors: Separate oversight became vital 

so the law enacted rules which mandate the appointment of independent directors 

because they safeguard minority shareholders and stop managerial misuse of funds.  

 Mandatory Auditor Rotation (Section 139 of Companies Act, 2013): The 

establishment of auditor rotation rules works to maintain auditor independence and 

prevent enduring collusions between auditors and company executives. 

 Enhanced Auditor Responsibility and Liability: The detection of fraud by auditors 

now requires legal disclosure with severe consequences for non-compliance thus both 

raising their professional and ethical performance guidance.  

 Establishment of the National Financial Reporting Authority (NFRA): The 

establishment of NFRA marked a historic step to oversee auditor activities 

independently and raise auditing practice standards as part of building higher corporate 

financial disclosure trust.  

 Strengthening Whistleblower Protection Mechanisms: To enhance internal 

transparency organizations received legislation that supported people who detect 

corporate misdeeds while offering them legal protection. 

http://www.ijlra.com/


www.ijlra.com 

Volume II Issue7|April 2025 

 

ISSN: 2582-6433 

 

Page | 14 
 

 Expansion of SEBI’s Regulatory Powers: Through expanded authority SEBI has the 

power to investigate and regulate securities market frauds better which achieves 

improved investor protection. 

 Mandatory Risk Management Policies: Business entities need to implement set risk 

management protocols as this shift represents their commitment to active legal 

compliance and internal governance systems.  

 Stricter Financial Disclosure Norms: The new legal disclosure requirements demand 

companies to present detailed information rapidly and correctly thus making them 

legally accountable to preserve financial integrity. 

 Increased Board Accountability: Directors face enhanced fiduciary responsibility 

under law because non-compliance exposes them to personal legal consequences and 

compensation claims for showcasing both bad faith and neglect of stakeholder and 

organizational interests. 

 

6. Conclusion 

The Satyam scandal is referred described as the "Enron Scandal of Indian History." The biggest 

accounting and corporate fraud in US history, Enron played a role in the collapse of Wall Street. 

As a law student, I strongly believe that Satyam stands as a powerful example of how corporate 

fraud and governance lapses can cause widespread damage. The fraudulent actions of B. 

Ramalinga Raju, who manipulated the financial records of Satyam Computer Services, not only 

led to the downfall of a major IT company but also shattered trust in India’s corporate 

governance standards. This scandal revealed serious weaknesses in the checks and balances 

within companies, auditing practices, and the oversight by regulatory bodies, underscoring the 

critical need for stronger transparency, accountability, and ethical practices in business 

operations. 

 

The Indian government’s response, including the interventions by the Serious Fraud 

Investigation Office (SFIO) and the Central Bureau of Investigation (CBI), played a crucial 

role in bringing the perpetrators to justice. The resulting convictions of Ramalinga Raju and 

other involved executives highlighted the importance of holding corporate leaders accountable 

for their actions. the SFIO's conclusion painted a picture of a massive, deliberate, and systemic 

fraud that exposed significant weaknesses in corporate governance, financial oversight, and 

regulatory compliance within Satyam. The case underscored the need for stronger regulatory 
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frameworks and more vigilant oversight mechanisms to prevent such occurrences in the future. 

 

In addition, the Satyam controversy served as a spur for significant changes to the corporate 

governance system in India. It led to the implementation of stricter auditing regulations, 

improved corporate disclosure requirements, and enhanced oversight mechanisms to protect 

investors and maintain the integrity of financial markets. These reforms aim to prevent similar 

incidents in the future, ensuring a higher standard of ethical conduct and corporate 

responsibility. 

 

To sum up, the Satyam controversy serves as a reminder of the significance of moral leadership 

and strong governance structures. It emphasizes that the integrity of financial reporting is not 

just crucial for individual companies but also essential for the health and stability of the broader 

economy. Going forward, companies must prioritize transparency, accountability, and ethical 

practices to foster investor confidence and ensure sustainable grow.  
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