
 

 

7. Corporate Laws (Amendment) Bill, 2026 - Polity 
The introduction of the Corporate Laws (Amendment) Bill, 2026 in the Lok Sabha represents a 

significant step toward modernizing India's business landscape. By referring the Bill to a Joint 
Parliamentary Committee (JPC), the government ensures that these structural changes undergo 
rigorous multi-party scrutiny before becoming law. 
1. Background  
The Companies Act, 2013 
This is the primary legislation regulating the incorporation, responsibilities, and dissolution of companies 
in India. It moved the focus from "control" to "governance and self-regulation." 
The Limited Liability Partnership (LLP) Act, 2008 
This Act introduced the LLP structure, which combines the flexibility of a partnership firm with the benefit 
of limited liability found in a company. It is a preferred vehicle for small businesses and service providers. 
Corporate Social Responsibility (CSR) 
Under Section 135 of the Companies Act, 2013, certain profitable companies are mandated to spend 2% 
of their average net profit of the preceding three years on social development activities (education, 
healthcare, environment, etc.). 
Company Law Committee (CLC) 2022 
The 2026 Bill is heavily grounded in the recommendations of the CLC 2022 Report, which focused on 
"unclogging" the court system and making the Indian corporate framework globally competitive. 
2. Key Provisions of the Corporate Laws (Amendment) Bill, 2026 
The Bill is designed around the twin pillars of Ease of Doing Business and Enhanced Corporate 
Governance. 
A. Decriminalization of Corporate Offences 
Shift in Liability- The Bill proposes moving minor, technical, or procedural lapses from the domain of 
"Criminal Liability" (which involves imprisonment/court trials) to "In-house Adjudication" (monetary 
penalties). 
Objective- To reduce the burden on the National Company Law Tribunal (NCLT) and Special Courts, 
allowing them to focus on serious frauds. 
B. Rationalization and Proportionality of Penalties 
Tiered Penalty Structure- Penalties are being re-calibrated to be proportionate to the severity of the 
default. 
Protection for Small Entities- This ensures that a minor clerical error by a small startup does not attract 
the same crushing penalty as a deliberate violation by a large conglomerate. 
C. Streamlining Regulatory Processes 
Simplified Compliance- The Bill aims to digitize and simplify filing procedures, reducing "red tape" and 
administrative delays. 
Investor Confidence- By making the laws predictable and less "punitive" for honest mistakes, the Bill 
seeks to attract more Foreign Direct Investment (FDI). 
D. Modifications to CSR Provisions 
Net Profit Calculation- The Bill proposes a more refined method for calculating "Net Profits" for CSR 
purposes to provide greater clarity to companies. 
Mandatory Spending- It is crucial to note that the 2% mandatory spending requirement remains 
unchanged; only the accounting/calculation mechanism is being streamlined. 
3. Comparison- Criminal Liability vs. Monetary Penalty (In-house Adjudication) 

Feature Criminal Liability (Existing for 
many) 

Monetary Penalty (Proposed Shift) 



 

 

Forum Special Courts / Criminal Courts. Adjudicating Officer (Ministry of Corporate 
Affairs). 

Nature of 
Punishment 

Fines and/or Imprisonment. Monetary Penalties only. 

Record Results in a "Criminal Record" for 
directors. 

Viewed as a civil/administrative default. 

Speed Slow; subject to judicial backlogs. Fast; handled through administrative 
digital portals. 

4. Understanding the Joint Parliamentary Committee (JPC) 
Since the Bill has been referred to a JPC, it is important to understand the role of this powerful legislative 
tool. 
Nature- A JPC is an ad hoc (temporary) committee set up for a specific purpose. Once it submits its 
report, it stands dissolved. 
Composition- It consists of members from both Houses (Lok Sabha and Rajya Sabha). Usually, the ratio 
is 2-1 (two members from Lok Sabha for everyone from Rajya Sabha). 
Constitution- It is formed through a motion passed in one House and agreed to by the other, or through 
a decision by the Presiding Officers. 
Powers- 
1. A JPC can collect oral or written evidence from experts, stakeholders, and government officials. 
2. It can summon documents and persons to gain a deep understanding of the Bill's impact. 
Purpose of Referral- To ensure that the "Decriminalization" and "CSR" changes do not inadvertently 
create loopholes for corporate fraud. 
5. Significance of the 2026 Amendments 
Reducing Judicial Clog- Thousands of "compoundable" cases currently pending in courts can be settled 
through the revamped penalty system. 
Global Benchmarking- The shift toward civil penalties for procedural defaults aligns India with 
corporate law standards in the UK, USA, and Singapore. 
Governance over Compliance- By removing the "fear of jail" for minor errors, the law encourages 
directors to focus on substantive governance rather than getting bogged down in endless paperwork. 
6. Conclusion 

The Corporate Laws (Amendment) Bill, 2026, represents a "mature" phase of Indian economic 
legislation where the State trusts businesses to self-correct minor errors while reserving harsh criminal 
sanctions for serious financial crimes. The JPC's involvement ensures that the final Act will be balanced, 
transparent, and industry-friendly. 
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