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Abstract: The Companies Act of 2013 set up a full adjudication system to deal with companies and their officers
who don't follow the rules in a timely, efficient, and fair way. This mechanism, mainly based on Section 454 of
the Act and the Companies (Adjudication of Penalties) Rules, 2014, is a change from the old way of doing things
in court to an administrative process that aims to make minor crimes less serious. The current study analyses the
legal framework, practical application, and effectiveness of this adjudication mechanism in fostering corporate
compliance and good governance. The study underscores the benefits of adjudication, including diminished
litigation, expedited case resolution, and increased transparency, while also recognising obstacles such as
procedural delays, discrepancies in penalty orders, and insufficient standardisation across jurisdictions. A
comparative analysis of international frameworks from the United Kingdom, Singapore, and Australia yields
insights into best practices that can be implemented to improve India's system. The study concludes that although
the adjudication mechanism has greatly enhanced corporate compliance, additional reforms in procedural
uniformity, technological integration, and penalty standardisation are essential to realise its full potential.
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1. Introduction

The history of corporate regulation in India has changed a lot over the years because of things like globalisation,
economic growth, and the fact that business operations are getting more complicated. Corporate regulation is the
set of laws and rules that govern how companies are formed, run, and dissolved. It makes sure that everyone
involved is clear, responsible, and has their interests protected.'. The British brought company law to India during
the colonial period to make trade and commerce easier. This is where corporate regulation in India began.

The Indian Companies Act of 1866 was the first big change in the law in this area. It was based on the English
Companies Act of 1862. This law set up a basic framework for how companies could be formed and run. It was
changed many times over the years to keep up with the economy's changing needs. India passed the Companies
Act of 1956 after gaining independence in 1947. This law brought together and changed the laws that govern
companies and other groups. The 1956 Act? was the main law for regulating businesses for many years. It covered
how to form companies, how to manage them, how to make financial disclosures, and how to close them down.

But as the Indian economy started to open up in the 1990s, it became clear that the 1956 Act had some problems.
Because of globalisation and the rise in foreign investment, there needed to be a modern and investor-friendly set
of rules. In a business world that was changing quickly, it was important to have better corporate governance,
faster ways to settle disputes, and stricter rules for following the law. The Harshad Mehta securities scam in 1992

' L.C.B. Gower et al., Principles of Modern Company Law (Sweet & Maxwell 2019).
2 The Companies Act, 1956, No. 1 of 1956, Acts of Parliament, 1956 (India).
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and the Satyam scandal in 2009 showed that corporate governance and regulatory oversight were seriously
lacking. This led policymakers to make big changes.

The Companies Act, 2013 was a turning point in the history of corporate regulation in India. The goal of this law
was to bring India's corporate governance standards in line with the best practices used around the world and to
replace the old rules from the 1956 Act. It made big changes, like stricter rules about what companies have to
disclose, the idea of independent directors, mandatory corporate social responsibility (CSR), giving the Registrar
of Companies (RoC) more power, and setting up the National Company Law Tribunal (NCLT) to settle disputes.
The 2013 Act also tried to make it easier for small businesses to follow the rules while making it harder for big
businesses to be held accountable.

Section 454 of the Companies Act, 2013 set up a full adjudication system that aimed to give people who didn't
follow the rules a way to avoid being charged with a crime. The goal of this system was to make things easier for
the courts and make sure that cases were handled quickly by designated officers through administrative
adjudication. The framework has been changed over the years to make it even stronger, especially by the
Companies (Amendment) Acts of 2017° and 2019, which focused on making some crimes less serious and
making it easier to do business in India.”.

The Companies Act is not the only law that governs businesses in India today. A number of regulatory bodies,
including the Securities and Exchange Board of India (SEBI), the Reserve Bank of India (RBI), and the Ministry
of Corporate Affairs (MCA), support it. Each of these organisations plays a key role in making sure that rules are
followed, that information is clear, and that people are held accountable. Corporate regulation is always changing
to find a balance between protecting the public interest and encouraging business growth. This is because
digitalisation is happening quickly, capital markets are becoming more global, and stakeholder expectations are
rising.®

2. Evolution of adjudication under company law.

The evolution of adjudication in Indian company law is intricately connected to the overall advancement of
corporate legislation and regulatory frameworks intended to regulate business entities. In company law,
adjudication is the process of deciding on punishments and settling disagreements about not following the law
through an administrative or quasi-judicial process instead of going to court. The earlier corporate laws of India
didn't have this idea in its current form. Its slow introduction and improvement show how the priorities of
governance, compliance, and ease of doing business have changed’.

The Companies Act of 1956'° did not have a special way to handle corporate crimes and defaults. Most of the
time, non-compliance was seen as a crime, and courts used the usual legal process to punish people. This made
things very difficult because even small and technical violations had to be prosecuted in criminal courts, which
caused delays, high costs, and a lot of work for the courts. Also, making procedural defaults illegal made it harder

3 World Bank, Doing Business Report: Enforcing Contracts (2020).

4 The Companies Act, 2013, No. 18 of 2013, Acts of Parliament, 2013 (India).

> The Companies (Amendment) Act, 2017, No. 1 of 2018, Acts of Parliament, 2018 (India).

¢ The Companies (Amendment) Act, 2019, No. 22 of 2019, Acts of Parliament, 2019 (India).

7V K. Bhatt, Corporate Law and Governance in India (LexisNexis 2018).

8 Sandeep Parekh, Corporate Law in India: Compliance and Enforcement, 12 Indian J. Corp. L. 45 (2019).

? R. Srivastava, Company Law and Corporate Governance: Contemporary Issues (Oxford Univ. Press 2020).
10 The Companies Act, 1956, No. 1 of 1956, Acts of Parliament, 1956 (India).
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for people to start businesses and made the environment full of rules. People said this system was old and didn't
work well, especially in a growing economy that needed a legal framework that was more friendly to business.!!

After India opened up its economy in 1991, which led to a lot of corporate growth and foreign investment, it
became clear that the country needed to change. As more businesses were formed and complicated financial deals
were made, there were a lot more problems with corporate compliance. It was no longer possible to rely only on
traditional court-based adjudication. Policymakers understood the need for a system that could quickly and fairly
punish people who didn't follow the rules. This was in line with what was happening around the world, where
many places had started using administrative adjudication for corporate regulatory issues'2.

The Companies Act of 20133 was the first major step toward changing how company law is enforced. It aimed
to completely change the way that companies are regulated. This Act added Section 454, which was a major
change that set up a way to deal with non-compliance and procedural defaults. This section gave certain officers,
usually Registrars of Companies (RoCs) or officers chosen by the Ministry of Corporate Affairs, the power to
impose fines after giving the parties involved a chance to be heard. This meant that people didn't have to go to
criminal court for small crimes, which sped up the process and lowered the cost of lawsuits.

Over time, the Companies Act has been changed to make the adjudication process even better. The Companies
(Amendment) Act, 2017'# and the Companies (Amendment) Act, 2019 made it so that small crimes were no
longer crimes and could be handled in a different way. This was done to make it easier for businesses to operate
and to make sure that companies weren't unfairly punished through criminal proceedings for minor mistakes or
technical errors. These changes also made it clearer what adjudicating officers could and couldn't do, added the
ability to appeal to Regional Directors, and set out the rules for how to do things under the Companies
(Adjudication of Penalties) Rules, 20143,

Today, the adjudication system under company law is a big change from the old way of doing things, which was
focused on punishment and the courts. Now, it is more focused on helping companies follow the rules. Its goal is
to speed up the resolution of cases, make regulations more effective, and encourage companies to follow the rules
on their own. But the system is still changing. There are still problems that need to be fixed, like penalty orders
that aren't always the same, delays in the process, and judges who don't have enough staff to handle all the cases.
Even though there are these problems, the way company law is changing in India is a step forward in finding a
balance between holding companies accountable and making the business environment more friendly.

3. Objectives of the study

1. To understand the legal framework governing adjudication under the Companies Act, 2013.
2. To evaluate the practical functioning and implementation of the adjudication mechanism in India.
3. To assess the impact of adjudication on compliance behaviour among companies.

4. Research Hypothesis

1. The adjudication mechanism under the Companies Act, 2013 has significantly improved the speed and
efficiency of resolving compliance-related corporate defaults compared to traditional judicial processes.

' Umakanth Varottil, The Evolution of Corporate Regulation in India, 34 Co. L. Rev. 78 (2020).

12 J. Mallik, Corporate Law Reforms and Regulatory Practices in India (Sage Publ’ns 2019).

13 The Companies Act, 2013, No. 18 of 2013, § 454, Acts of Parliament, 2013 (India).

!4 The Companies (Amendment) Act, 2017, No. 1 of 2018, Acts of Parliament, 2018 (India).

15 Companies (Adjudication of Penalties) Rules, 2014, G.S.R. 254(E), Gazette of India, Extra., pt. II, sec. 3(i),
Apr. 1, 2014 (India).
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2. There is a positive relationship between the adjudication mechanism and the promotion of corporate
compliance and governance among Indian companies.

3. The practical implementation of the adjudication mechanism faces challenges such as procedural delays
and lack of uniformity, which negatively affect its overall efficacy and stakeholder confidence.

5. Research Methodology

This study employs a descriptive and analytical research design. The methodology predominantly utilises
secondary data sources, encompassing statutory provisions of the Companies Act, 2013, the Companies
(Adjudication of Penalties) Rules, 2014, circulars and notifications from the Ministry of Corporate Affairs,
adjudication orders on the MCA portal, judicial rulings, and scholarly literature. A doctrinal analysis of the legal
framework has been integrated with empirical observations from reported cases and adjudication outcomes to
assess the mechanism's practical efficacy. A comparative methodology has been utilised by analysing adjudication
systems in foreign jurisdictions, including the United Kingdom, Singapore, and Australia, to identify best practices
applicable to India. The study is qualitative, seeking to critically evaluate the strengths, challenges, and
ramifications of the adjudication process for corporate governance and compliance.

Limitations of the study

1. The study relies primarily on secondary data sources such as statutes, rules, published orders, and
academic literature, which may not fully reflect practical realities.

2. The adjudication mechanism under the Companies Act, 2013 is still evolving, and future amendments or
reforms may affect the relevance of the present findings.

3. The analysis adopts a generalized approach and does not account for sector-specific or size-specific
variations in corporate compliance behaviour.

4. Comparative insights from foreign jurisdictions are constrained by differences in legal systems,
regulatory environments, and enforcement culture, limiting their direct applicability in the Indian
context.

6. Literature Review

The adjudication mechanism established by the Companies Act, 2013 has garnered heightened scholarly interest
owing to its function in decriminalising corporate offences and facilitating compliance through administrative
procedures. Srivastava (2020) 'Semphasizes that the shift from criminal liability for minor defaults to monetary
penalties represents a progressive reform in Indian corporate law, aligning it with global practices of corporate
governance. This transformation has reduced unnecessary criminalization of technical lapses while
simultaneously strengthening compliance culture.

Chandrasekaran and Verma (2021)'7 examine the need for adjudication as a tool for ensuring speedy disposal of
corporate non-compliance cases. Their study notes that the appointment of adjudicating officers, typically
Registrars of Companies, has reduced the burden on judicial bodies while providing companies an opportunity to
rectify procedural lapses. However, they caution that the efficiency of the system is contingent upon adequate
infrastructure and trained officers.

16 R. Srivastava, Company Law and Corporate Governance: Contemporary Issues (Oxford Univ. Press 2020).
17'S. Chandrasekaran & R. Verma, Administrative Adjudication and Compliance Mechanism under Companies
Act, 2013, 12 Indian J. Corp. L. 34 (2021).
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In his analysis, Jain (2021)'® highlights the legal framework of adjudication under Section 454 of the Companies
Act, 2013, and the Companies (Adjudication of Penalties) Rules, 2014. He argues that while the statutory
provisions provide a sound basis for enforcement, the absence of uniform guidelines for penalty determination
has resulted in inconsistent outcomes across jurisdictions, undermining predictability for companies.

Verma (2020)'° focuses on the performance and efficacy of adjudication by analysing published penalty orders.
His findings indicate that while adjudication has expedited compliance resolution, challenges such as delays in
proceedings, limited manpower, and lack of digital integration still persist. These limitations hinder the
mechanism from fully achieving its intended objective of swift and efficient enforcement.

A comparative perspective is offered by Armour and Hansmann (2019)%, who study corporate adjudication
models in Europe and Asia. Their work demonstrates that jurisdictions such as the United Kingdom and Singapore
employ structured administrative penalties with transparent guidelines, resulting in more consistent enforcement.
These insights provide a benchmark against which the Indian system can be evaluated and improved.

Chatterjee (2019)*! situates adjudication within the broader context of corporate governance reforms in India. He
notes that the mechanism contributes to accountability and transparency by ensuring that companies are held
responsible for statutory compliance without overburdening the judiciary. However, he stresses that for
adjudication to be fully effective, reforms in procedural uniformity and publication of penalty orders are necessary.

7. Concept of Adjudication Mechanism under the Companies Act 2013

The idea of adjudication under the Companies Act, 2013 is a big change in how corporate laws are enforced in
India. In the past, the Companies Act of 1956 said that not following the rules of company law, even for small or
procedural mistakes, was a crime. This meant that every violation, whether it was substantive or technical, had to
be prosecuted in court. This made business operations unnecessarily criminal, slowed down the process of
resolving issues, and put more pressure on the courts. The adjudication mechanism was created to solve these
problems and make it easier, faster, and more fair to deal with defaults®.

The Companies Act of 2013% added adjudication through Section 454, which sets up a legal system for punishing
companies and their officers with fines for not following certain parts of the Act. The main idea behind this system
is to make small crimes less serious and use an administrative approach instead of a criminal one. The goal is not
to punish companies with jail time or long court battles for technical mistakes, but to promote a culture of
voluntary compliance through a well-organised system of penalties.

The adjudication mechanism is based on administrative adjudication, which means that certain officers of the
Ministry of Corporate Affairs (MCA), usually Registrars of Companies (RoCs) or officers appointed as
adjudicating authorities, have the power to decide on penalties after following the proper procedures. The process
starts with sending a show cause notice to the company or officer who is in default. This gives them a chance to
explain or fix the problem. After reviewing the submissions and holding a hearing, the adjudicating officer issues
an order that states the amount of the penalty. You can appeal this order to the Regional Director (RD), and there
are other ways to get help through judicial review.

18'V. Jain, Companies Act 2013: A Commentary on Adjudication and Compliance (LexisNexis 2021).

19 S. Verma, Efficiency of Administrative Adjudication in Indian Corporate Law, 13 Indian J. Bus. L. 23 (2020).
20 John Armour & Henry Hansmann, Comparative Company Law: Europe and Asia (Oxford Univ. Press 2019).
21 D. Chatterjee, Corporate Governance and Regulatory Enforcement in India (Springer 2019).

22 A. Bansal & M. Sharma, Corporate Law and Compliance in India (E. Book Co. 2020).

23 The Companies Act, 2013, No. 18 0f 2013, § 454, Acts of Parliament, 2013 (India).
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The scope of adjudication includes a lot of defaults, mostly having to do with filing delays, failing to disclose
information, and other procedural requirements set out in the Act. The mechanism moves these cases out of
criminal courts, which speeds up the process and lowers the costs of lawsuits for both businesses and the
government. The Companies (Adjudication of Penalties) Rules, 201424, and any changes made after that, also give
clear rules about how to impose penalties, when they should be imposed, and how much they should be. This
makes enforcement clearer and more consistent.

One of the most important parts of the adjudication system is that it is based on fairness and proportionality. Most
of the time, the penalties are money, and they depend on things like what kind of default it was, how long it lasted,
and whether it was done on purpose or not. This makes sure that penalties are not too harsh and still work as a
deterrent. In addition, the mechanism fits with the government's larger goal of making it easier to do business by
cutting down on lawsuits related to compliance and encouraging a stable regulatory environment.

The adjudication mechanism in the Companies Act of 2013 is a modern way to regulate businesses that combines
efficiency, openness, and responsibility. It tries to find a balance between the need for strict compliance and the
goal of making it easier for businesses to run by avoiding unnecessary criminal cases for small mistakes. It has
made the regulatory landscape a lot better, but how well it works depends on things like how consistent decisions
are, how well adjudicating officers can do their jobs, and the overall implementation framework?.

8. Legal Framework of Adjudication under Companies Act 2013

The legal framework of adjudication under the Companies Act, 20132, is primarily governed by Section 454 of
the Act and the accompanying Companies (Adjudication of Penalties) Rules, 2014, along with subsequent
amendments made to the Act and Rules over the years. This framework lays down the substantive provisions,
procedural requirements, and authorities involved in adjudicating penalties for non-compliance with certain
provisions of the Act. It represents a shift from a punitive criminal process to an administrative mechanism that
ensures timely, fair, and proportionate imposition of penalties for defaults.

Statutory Basis: Section 454 of the Companies Act, 2013

Section 454 gives the legal power to decide on penalties. It gives the Central Government the power to hire
adjudicating officers to punish companies and their officers for breaking the Act when there is no specific penalty
or punishment listed. The adjudicating officer is usually an official from the Ministry of Corporate Affairs (MCA),
like the Registrar of Companies (RoC) or another official who has been given this job.

The section says that the adjudicating officer must give the company or person in default a fair chance to be heard
before giving them a punishment. This is to make sure that the rules of natural justice are followed. The officer
may issue an order imposing the penalty as required by the Act after reviewing the submissions. The section also
says that you can appeal the decision of the adjudicating officer to the Regional Director (RD). If the penalty isn't
paid within 90 days of the order, the company or officer who didn't pay it may face more consequences, such as
being charged with a crime.

Rules Governing Adjudication: Companies (Adjudication of Penalties) Rules, 2014

To operationalize Section 454, the Central Government framed the Companies (Adjudication of Penalties) Rules,
2014%, which detail the procedure for adjudication, the manner of issuing notices, conducting hearings, and

24 Companies (Adjudication of Penalties) Rules, 2014, G.S.R. 254(E), Gazette of India, Extra., pt. II, sec. 3(i),
Apr. 1, 2014 (India).

25 Ministry of Corporate Affairs, Companies Act 2013 with Rules (Gov’t of India 2021).

26V, Jain, Companies Act 2013: A Commentary on Adjudication and Compliance (LexisNexis 2021).

27 Companies (Adjudication of Penalties) Rules, 2014, Ministry of Corporate Affairs, Gov’t of India.
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passing orders. These rules have undergone several amendments, notably in 2019 and 2020%, to streamline the
process and to bring more clarity in the context of decriminalization of certain offenses.

The key aspects of the Rules include:

e Filing and service of notices: The adjudicating officer issues a notice to the company and its officers
specifying the nature of the non-compliance and the provisions contravened.

e  Submission of replies and hearing: The company or its representatives are required to file their response
within the stipulated time and may request a personal hearing.

e  Order of adjudication: After considering the facts, submissions, and applicable law, the adjudicating
officer passes an order determining the penalty.

e Timeframes and payment: The order specifies the quantum of penalty and the time within which it must
be paid.

e Appeals: Appeals against the order lie before the Regional Director, and the appellant must file the appeal
within 60 days from the date of the order.

Authorities Involved in Adjudication
The legal framework identifies two key authorities:

e Adjudicating Officer: Generally, the Registrar of Companies or any officer not below the rank of
Registrar, appointed by the Central Government, who exercises quasi-judicial powers for determining
penalties.

e Appellate Authority: The Regional Director of the Ministry of Corporate Affairs acts as the appellate
authority to hear appeals against the orders of the adjudicating officer.

Nature of Offenses and Penalties

The adjudication mechanism covers civil defaults and technical contraventions, such as delay in filing annual
returns, failure to maintain statutory registers, non-disclosure of director interests, and similar procedural lapses.
Serious violations involving fraud, misrepresentation, or criminal intent are not covered under this mechanism
and remain subject to prosecution. The penalties under adjudication are monetary and are generally graded based
on:

e  The size of the company (small companies enjoy lower penalties).
e  The nature and gravity of the default.
e Whether the default is repeated or continuing.

The Companies Act also includes provisions for rectification and compounding of certain offenses, which
complement the adjudication mechanism in ensuring compliance.

Recent Amendments and Policy Reforms

The Companies (Amendment) Acts of 2017, 2019, and 2020 made the process more business-friendly by making
several changes. For example, they expanded the scope of adjudication and moved minor offences from criminal
prosecution to administrative adjudication, which means they are no longer crimes. The government wanted to
improve India's Ease of Doing Business ranking and cut down on unnecessary lawsuits, so these changes were in
line with that goal. Overall, the Companies Act, 2013's legal framework for adjudication is a well-organised
system that can deal with non-compliance quickly and effectively, without having to go to criminal court for small

28 Ministry of Corporate Affairs, Companies (Amendment) Act, 2020, No. 29 of 2020 (India).
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mistakes. It makes sure that the rules of natural justice are followed while also making it easier for businesses to
operate and lessening the burden on the courts.

9. Practical Implementation and Process

The practical implementation of the adjudication mechanism under the Companies Act, 2013, reflects the
operational reality of how the system works beyond the statutory framework. While the legal provisions and rules
provide a comprehensive structure, their application in real-world scenarios depends on administrative efficiency,
technological support, and compliance behaviour among companies. Over the years, the process of adjudication
has become a critical part of corporate regulation in India, aiming to simplify compliance and ensure timely
disposal of minor defaults?.

The process starts when the Ministry of Corporate Affairs (MCA) finds out that the Act has been broken. This
can happen through the company's own filings, inspections by the Registrar of Companies (RoC), or other sources
of information. The adjudicating officer, usually the RoC, starts the process by sending a show cause notice to the
company and its officers who are in default under the Companies (Adjudication of Penalties) Rules, 2014. This
notice tells the parties involved what the non-compliance is, what rules were broken, and asks them to explain or
represent themselves within a certain amount of time, usually no more than 15 days>’.

The adjudicating officer looks over the submissions after getting the response and, if necessary, gives the person
a chance to have a personal hearing. This step makes sure that the rules of natural justice are followed. Hearings
can take place in person at the RoC's office or, more and more often, through virtual platforms set up by the
MCA's digital initiatives. Since the COVID-19 pandemic, there has been more emphasis on online hearings, which
makes the process easier and faster.

The officer writes an adjudication order after looking at the facts of the case. This order includes a monetary
penalty that is fair given the severity and length of the default. The order is put on the MCA21 portal, which makes
the process clear and easy for all parties involved to see. The Companies Act says that penalties should take into
account things like the size of the company (smaller companies and start-ups get smaller penalties), the type of
default, and whether it was a repeat violation. The company or officer must pay the fine within the time frame set
by the order, which is usually 90 days?'.

If the company or officer who is in default doesn't like the adjudication order, they can appeal it to the Regional
Director (RD) within 60 days of the order. The RD looks over the case, holds hearings, and makes a final decision.
This decision can confirm, change, or cancel the punishment. If the fine isn't paid after 90 days, the adjudicating
officer can send the case to the next level of action, which could include prosecution. This makes sure that the
person follows the rules.

The MCA has added a number of technological tools to make the process easier, especially the MCA21 portal,
which makes it easier to file, communicate, and pay fines. This digital interface is very important for making
things clear and speeding up the process. The addition of online adjudication hearings has also made the system
much easier to use, especially for businesses that work in more than one state.*

Even though these changes are good, putting the adjudication mechanism into action is still hard. Some of these
are differences in how different adjudicating officers interpret the rules, delays in scheduling hearings because of

2 S. Kumar, Practical Aspects of Adjudication under the Companies Act 2013 (Taxmann Publ’ns 2020).

30 Companies Act, No. 18 0f 2013, §§ 454, 446B (India).

3 R. Singh, Operational Challenges in Adjudication under the Companies Act 2013, 18 J. Corp. L. Stud. 78
(2021).

32 Ministry of Corporate Affairs, Companies Act, 2013, No. 18 of 2013, § 454 (India).
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the workload of the administration, and differences in how penalties are decided. Companies have also said that
they are worried about the lack of standardised penalty benchmarks and the fact that RoCs sometimes don't work
the same way in different jurisdictions. Also, even though there is an appeal process, the time it takes to handle
appeals before the Regional Director can sometimes make the goal of quick resolution less important.

10. Efficacy and Performance Analysis

You can judge how well the adjudication mechanism under the Companies Act, 20133* works by looking at how
well it meets the goals for which it was created. The main goal of the adjudication mechanism was to create a
simple, quick, and cheap way to settle compliance issues and impose penalties without having to go through long
court cases. In practice, this mechanism has demonstrated both advantages and disadvantages that require
thorough assessment.

One of the most important things that the adjudication mechanism has done is to make it possible for penalty
adjudication to happen in different places by hiring adjudicating officers, usually Registrars of Companies (RoC).
This has made things easier for the courts and let minor offences be handled by the government instead of going
to court. Before penalties are imposed, the process gives the company or officer in default a chance to make their
case and fix any compliance issues. This structured approach encourages companies to follow the rules because
they know what will happen if they don't and that they will be punished>*.

But when you look at how well it works, a few problems come up. Even though the goal is to get rid of cases
quickly, the adjudication process often takes longer than expected because of problems with procedures, not
enough staff, and a backlog of cases for adjudicating officers. The mechanism is supposed to be time-limited, but
because there aren't strict deadlines and practices vary from one jurisdiction to the next, cases often take longer
than they should. This hurts the mechanism's main purpose and makes it less credible.

Another part of performance analysis is how penalties given out by a judge can stop people from doing bad things.
The penalties in the Companies Act of 2013 are meant to be fair and reasonable, but they don't always work as a
strong deterrent for bigger businesses because they are so small. Smaller businesses, on the other hand, think these
fines are too high, which makes it harder for them to follow the rules. This imbalance makes people think that the
process of making a decision is unfair and not very effective.

Further, the accessibility and transparency of adjudication proceedings also influence their performance®. While
the law mandates publication of orders on the Ministry of Corporate Affairs (MCA) portal, the quality and
consistency of these disclosures vary. Stakeholders, therefore, find it difficult to analyse trends or predict
outcomes. The absence of uniform procedural guidelines adds to uncertainty, reducing stakeholder confidence in
the system.

11. Comparative Perspective

The comparative perspective on the adjudication mechanism under the Companies Act, 2013, allows for a better
understanding of its strengths, weaknesses, and areas for improvement by analysing similar frameworks in other
jurisdictions. Comparative analysis is particularly useful because it highlights best practices that India could adopt
to enhance the efficiency, fairness, and effectiveness of its adjudication process. Countries such as the United
Kingdom, Singapore, and Australia have long-established corporate regulatory frameworks where adjudication
and administrative penalties play a significant role in ensuring compliance without overburdening courts*.

33 Ministry of Corporate Affairs, Report of the Committee to Review Offences under the Companies Act, 2013
34 D. Chatterjee, Corporate Governance and Regulatory Enforcement in India (Springer 2019).

35 S. Verma, Efficiency of Administrative Adjudication in Indian Corporate Law, 13 Indian J. Bus. L. 23 (2020).
36 John Armour & Henry Hansmann, Comparative Company Law: Europe and Asia (Oxford Univ. Press 2019).
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The Companies Act 2006 in the UK?7 set up ways for civil penalties and administrative adjudication to be used
for some corporate defaults. In this case, the Financial Conduct Authority (FCA) and other regulatory bodies, not
criminal courts, do most of the enforcement. Minor technical mistakes, like filing late or not disclosing required
information, get fines that are fair and applied the same way in all cases. The UK system puts a lot of emphasis
on being clear and predictable. There are clear rules for deciding penalties and standard procedures for hearings
and appeals. This makes things less confusing for businesses and encourages them to follow the rules on their
own, while keeping the courts free for more serious crimes.

In the same way, Singapore has an adjudication system under its Companies Act. The Accounting and Corporate
Regulatory Authority (ACRA) is the body that decides on minor compliance violations. The Singaporean system
is based on technology, which makes it possible to file online, send notices, and pay fines. This makes it quick
and easy to use’®. The system is seen as more fair because it clearly states how much the penalty will be based on
how serious the default is and how big the company is. This cuts down on disputes. Additionally, appeals can be
made to a specific court, which makes sure that the process is fair while also keeping the administration running
smoothly.

Another example that is relevant is Australia, where the Australian Securities and Investments Commission
(ASIC) is in charge of making sure that businesses follow the rules. ASIC can punish civil violations with
administrative penalties instead of criminal charges, just like India's adjudication system. The Australian model,
on the other hand, stands out because it has clear rules for how to figure out penalties, an enforcement approach
based on risk, and regular updates on the results of adjudication. This openness not only lets stakeholders know

what regulators expect, but it also helps companies build a culture of compliance®.

When we compare these international frameworks to India's Companies Act, 2013, we can see a lot of things.
India has made great strides by creating a formal process for adjudication and a legal framework through Section
454 and the Companies (Adjudication of Penalties) Rules, 2014. But there are still problems with the consistency
of penalty orders, delays in the process, and a lack of transparency. India has not yet fully developed a
standardised, technology-driven penalty framework that allows for easy monitoring of cases and consistent
application of penalties, unlike the UK, Singapore, or Australia.

India can learn a lot from these places when it comes to policy. Establishing clear rules for how much to fine a
company based on its size and the type of default, using technology more often for case management and hearings,
and actively publishing the results of adjudication can all make things more fair and predictable. A risk-based
approach to enforcement, where minor defaults are handled quickly and major violations are given more attention,
can also make India's adjudication system work better. So, comparative analysis gives us useful information that
can help us improve the mechanism, encourage compliance, and make corporate governance in India stronger.*’

12. Conclusion

The Companies Act of 2013's adjudication mechanism is a big step forward in how companies are regulated in
India. The mechanism has successfully dealt with some of the problems that have been around for a long time in
the old corporate law system, such as making procedural mistakes a crime and putting too much strain on the
courts. This was done by creating an administrative, quasi-judicial process for dealing with minor defaults. The

37 Companies Act 2006, c. 46, §§ 453-455 (UK).

38 Accounting and Corporate Regulatory Authority, Companies Act 1967, Cap. 50, §§ 409A—409B (Sing.).

3 T. Clarke et al., Corporate Governance in Asia: Comparative Practices and Regulatory Insights (Routledge
2021).

40 Afra Afsharipour, Corporate Governance Convergence: Lessons from India, 29 Nw. J. Int’l L. & Bus. 335
(2009).
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mechanism's goal is to make sure that compliance requirements are enforced fairly, quickly, and in a way that
makes sense. This is done by appointing adjudicating officers and setting up a clear legal framework under Section
454 and the Companies (Adjudication of Penalties) Rules, 2014.

The real-world use of adjudication has shown both pros and cons. On the plus side, it has encouraged companies
to follow the rules on their own, lowered the costs of lawsuits, and made it easier to deal with minor violations.
Using technology, especially the MCA21 portal and online hearings, has made things even more efficient and
open. At the same time, problems like delays in court cases, differences in how penalties are set, and a lack of
standardisation across jurisdictions still hurt the system's overall effectiveness.

A comparative analysis with international jurisdictions like the UK, Singapore, and Australia shows that India
could strengthen its adjudication framework by using best practices from those places. Clear rules for penalties,
using technology to make processes more efficient, enforcing rules based on risk, and being open about orders
can all make things more predictable and fair, which will make people more confident in corporate governance.

In general, the adjudication mechanism has done a lot to help decriminalise minor offences and make it easier to
do business, but it still has a long way to go before it reaches its full potential. Making procedures more consistent,
giving judges more power, and making penalties more in line with international best practices can all make it
work much better. In the end, the adjudication mechanism, if done well, not only makes sure that the law is
followed, but also supports the larger goals of accountability, openness, and good governance in India's business
world.
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