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NAVIGATING THE LEGAL QUANTUM LEAP: ROLE OF Al IN RESHAPING
CORPORATE AFFAIRS

Manoj Aditya” Vaishnavi Bavaria”

ABSTRACT

This paper delves into the profound impact of artificial intelligence (Al) on corporate law,
including the processes of decision-making, winding up, and due diligence. The paper
emphasizes Al's critical function in enhancing compliance standards, increasing agility
relating to market trends, and improving company decisions. Itunderscores the
paramount significance of ethical and legal concerns and the necessity for clear guidelines to
guarantee that Al is consistent with organizational and societal norms. Additionally, it
emphasizes the crucial importance of human interaction in handling the complex facets of
corporate law that may be beyond the scope of Al. It highlights the promising benefits of
enhanced effectiveness, flexibility, and compliance while keeping a watchful eye on the
corresponding challenges of ethics, legality, and the crucial importance of human-Al

collaboration.
Keywords: Artificial Intelligence, Corporate Law, Decision-Making, Human Intervention.
INTRODUCTION

Artificial intelligence (Al) is the study of the fundamentals of human intellect and the creation
of intelligent machines that are capable of carrying out tasks usually done by humans. This
includes cognitive abilities that are similar to those of the human mind, such as the capacity to

think, learn, and process information.

This includes cognitive abilities that are similar to those of the human mind, such as the
capacity to think, learn, and process information. What was previously limited to the realm of
science fiction is now an intrinsic component of the modern corporate environment, having a
huge influence on decision-making processes across sectors. Al has the potential to
fundamentally change industries by altering how businesses approach decision-making

through its ability to analyze massive information and generate useful insights.
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The incorporation of Al into routine business operations is more than just technology
excellence; it also represents a philosophical shift in how corporations are governed.
Organizations may achieve significant efficiency by using the potential of Al-driven
automation. The capacity of Al to analyze vast amounts of data allows it to find hidden patterns,
generate predictions, and automate complicated operations that previously required human

involvement.

The impact of artificial intelligence on business decision-making in a rapidly changing
environment is nothing short of transformational. Al-powered systems, driven by their ability
to analyze massive amounts of information, are poised to revolutionize how businesses
develop strategies, operate, and compete on a global scale. Furthermore, Al's impact goes
beyond conventional corporate activities. It has the ability to improve corporate governance by
giving insightful information on risk assessment, regulatory compliance, and even ethical
issues. Although there are a lot of potential advantages, it is important to tackle legal and ethical

issues to ensure ethical and responsible Al integration.
IMPLICATIONS OF Al
Decision Making

The cornerstone of good corporate management is effective decision-making. Several
important factors are at play in this complex process, but data mining, big data use, and
processing enormous datasets take centre stage. These components serve as the very foundation
for valid business theories and tactics. The complexity of contemporary business environments,

however, frequently exceeds the capabilities of conventional decision-making processes.

This is where Al manifests itself as a transformational force, bridging gaps and accommodating
clients' and markets' constantly changing needs. One of artificial intelligence’s great advantages
is its capacity to navigate the immense sea of digital data and quickly glean insightful
information from websites, online services, and search engines. Organisations are able to keep
ahead of market trends and new opportunities thanks to this effective data collection, which

guarantees that choices are prompt and well-informed.

Additionally, Al speeds up the entire decision-making process rather than just helping. It
enables businesses to quickly adapt to changing conditions and make informed decisions by
automating the analysis of data and delivering actionable insights. In the fast-paced business

environment, decision-making speed and agility are important. It provides companies with a
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flexible toolkit for improving decision-making. Data's potential is unlocked, and it is
transformed into useful intelligence that supports deft and effective decision-making. As
businesses use Al more and more, they gain an edge over their competitors by making timely,
educated strategic decisions that eventually boost their overall performance in a market that is
continually changing.t

In Due diligence

Due diligence under the realm of mergers and acquisitions involves a thorough examination of
a target company's internal workings, similar to opening the hood of a car to check its engine,
evaluate its strengths and weaknesses, and uncover potential dangers. This complete analysis
thoroughly examines financial accounts, contractual commitments, legal complexities,
intellectual property, operational procedures, and more. At its heart, due diligence acts as an
effective check in the high-stakes area of M&A. It guarantees that decisions are based on solid
information, reducing the possibility of unpleasant shocks down the line.  However, due
diligence has traditionally been hampered by restrictions that limit its effectiveness.

Traditional due diligence approaches frequently rely on manual analysis, which is a tedious
and arduous task prone to human error. Even the most observant specialists might be
overwhelmed by the sheer number of information involved in these investigations, leading to
overlooked insights and inefficiencies. Furthermore, manual methods struggle to combine data
from several sources coherently, resulting in discrepancies in data and an incomplete image of
the target firm. As a result, risks may slip through the cracks, essential assets may be devalued,
and the overall accuracy and effectiveness of the procedure for conducting due diligence might

be hampered.

As the corporate environment changes due to mergers and acquisitions, implementing Al-
driven due diligence emerges as an integral paradigm shift. Organizations may break free from
the constraints of human due diligence by leveraging sophisticated technologies such as

business process automation (BPA) and robotic process automation (RPA), which deploys

! Anupama Prasanth ,Densy John Vadakkan ,Priyanka Surendran ,Bindhya Thomas,” Role of Artificial
Intelligence and Business Decision Making” (2023) Vol. 14, No. 6 I[JACSA
<https://thesai.org/Downloads/\Volumel4No6/Paper_103-

Role_of Artificial Intelligence and Business_Decision_Making.pdf> accessed on 30 September 2023.
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software robots to automate repetitive and data-intensive tasks, automates processes, and

improve service quality while reducing costs.?

As M&A reshapes the corporate landscape, adopting Al-powered due diligence is
fundamental for success in this volatile climate. The fulcrum of this shift, Al, transforms the
process of due diligence by enabling quicker, more accurate data analysis, robust evaluation of
risks, and expedited decision-making. It elevates due diligence from a basic checklist of
procedural needs to a strategic cornerstone that improves its value and success. Al algorithms
can rapidly process and classify massive amounts of financial data, contracts, and legal papers.
This quick analysis allows experts to escape from the routine of analyzing data, allowing them

to concentrate on more important aspects.

Furthermore, Al's predictive modeling and scenario analysis abilities enable firms to examine
various scenarios and associated risks. It allows organizations a greater opportunity to negotiate
advantageous terms and avoid post-acquisition shocks if hidden insights and potential deal-
breakers are revealed early on. By embracing Al, firms unlock the potential for more profitable

and valued results, reinforcing their competitive advantage and future preparation.
Ministry of Corporate Affairs

With the rising relevance of Corporate Governance and the necessity to protect the best
interests of stakeholders, India's Ministry of Corporate Affairs has made an important step
ahead by implementing a chatbot and Al to improve the user experience in statutory
submissions. With a large number of organizations registered with India's Registrar of
Companies dependent on the MCAZ21 site for statutory compliance, this move represents a
paradigm shift. The MCA Portal connects companies with regulatory authorities such as
registrars, Regional Directors, and official liquidators through a dynamic and responsive digital
interface. MCA's use of a chatbot is a strategic step aimed at facilitating and improving the
convenience of conducting business. It is intended to address stakeholders' concerns and
questions about compliance while saving time and money. This project enables business
owners to refocus their attention on their core businesses. Its function extends beyond simple

functioning; it acts as the company's face when communicating with stakeholders. For many

2 “Why the future of M and A Due diligence is Al powered’, ( GEP, July 07 2023)
<https://www.gep.com/blog/technology/why-the-future-of-m-and-a-due-diligence-is-ai-
powered#:~:text=Al%20transforms%20due%20diligence%20in,for%20successful%20mergers%20and%20acqu
isitions. > accessed on 1 October 2023.
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people, the chatbot is their first point of contact with the company, providing a more

customized experience than email or phone interactions.

One of the significant benefits of a chatbot is that it's accessible 24/7. Unlike human operators,
a bot can handle several questions at the same time without getting overworked. This
continuous availability improves responsiveness to inquiries from stakeholders, potentially
leading to greater sales and enhanced customer satisfaction. Furthermore, chatbots are critical
in setting the groundwork for marketing strategy. Chatbots give significant information about
stakeholder behavior by engaging with them and answering their questions. These insights can
assist in guiding strategic choices and modifying marketing activities to better satisfy the

requirements and expectations of stakeholders.

The new business model will assist in substituting traditional PDF forms with online forms,
and Al will give step-by-step assistance throughout the filing process. Apart from streamlining
compliance, the new system will use Al to analyze new developments in the business sector.
This data-driven-approach will-allow regulators and-policymakers to address issues that

demand attention within the scope of the Companies Act in a proactive manner.

In addition, the MCA has established critical links between its digital platform and various
other government agencies, such as Labor and Employment, Revenue, and certain state
governments and banks. These links enable a variety of services, such as the issue of EPFO,
TAN, and PAN services. It acts as a strong enforcement and compliance tool for company
regulations as established in the Companies Acts of 1956 and 2013. The primary purpose is to

ensure that firms complete their legal obligations well before the deadlines.?
Al in Winding up Of Company

The winding up of a company is the process whereby its life is ended and its property is
administered for the benefit of its creditors and members. An administrator, called a liquidator,
is appointed and he takes control of the company, collects its assets, pays its debts and finally
distributes any surplus among the members in accordance with their respective rights. In the
words of Pennington' winding up or liquidation is the process by which the management of a

company's affairs is taken out of its directors' hands, its assets are realised by a liquidator, and

3 Jaya Sharma, ‘Artificial Intelligence: A Boon to Corporate Reporting” (Tax Guru, 15 July 2022)
<https://taxguru.in/company-law/artificial-intelligence-boon-corporate-reporting.htmI> accessed on 5 October
2023.
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its debts and liabilities are discharged out of the proceeds of realisation and any surplus of
assets remaining is returned to its members or shareholders. There are different modes of
winding up are chosen depending on the circumstances and affairs of the company.

Artificial intelligence technologies used in insolvency and bankruptcy procedures around the
world include deep learning, machine learning, neural networks with artificial intelligence,
expert systems based on rules, and natural language processing. These technologies may be
able to predict an organization's insolvency and aid in the admission of cases. By reviewing
previous, comparable situations and the results of resolution plans, it is frequently also possible

to provide a competent resolution plan.

The government and the bankruptcy Bankruptcy Board of India (IBBI) have been working
continuously to speed up the bankruptcy resolution and liquidation procedure in India. IBBI
recently published discussion papers on "streamlining the liquidation process” and "reducing
delays in the Corporate Insolvency Resolution Process” (CIRP). However, these endeavours
continue to be hampered by the vast number of cases that have been filed, the difficulty of the
procedure, and the maze of paperwork. Due to this While addressing a national-level
colloquium of NCLT, Justice Sudhakar suggested that Al can be used in case of resolution Al

can be implemented in three stages of Winding up.*
e Pre insolvency process

Due to the lengthy and demanding nature of the insolvency procedure in India, elaborate
strategies and papers must be created. Predicting insolvency or pre-insolvency at an early stage
can be a realistic option to speed up the process. Investors who can anticipate a company's
collapse will be better able to manage risk. Prior to technical improvements, experts used to
make predictions about insolvency based on a company's financial condition. However, the
introduction of Al has been a breakthrough in the assessment of insolvency since it has the
power to completely transform the procedure in terms of efficiency of time and
resources. Predicting insolvency requires a hefty amount of data known as big data consumes
time when handled by humans whereas Al could handle such data in a fraction of the time that

otherwise would be consumed by human intervention.

4 ¢ Artificial Intelligence could be used for early resolution of matters, says NCLT President’ (Economic times,
26 March 2022) < https://economictimes.indiatimes.com/news/india/artificial -intelligence-could-be-used-for-
early-resolution-of-matters-says-nclt-president/articleshow/90464442.cms> accessed on 4 October 2023.
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e Corporate Insolvency Resolution Process

When corporate debtors default, the IBC allows for the start of CIRP. Applications must be
submitted, a moratorium must be enacted, a Resolution Professional (RP) must be appointed,
and a Committee of Creditors (CoC) must be established. The laborious CIRP procedure
necessitates that an RP manages enormous amounts of data. The introduction of Al in the CIRP
process can reduce the time and effort consumed. Al has the potential to predict market value
when it comes to the realization of assets. In order to make sure that creditors are appropriately
compensated, this is essential for figuring out the correct market value of the assets. Al may
provide real-time values using historical data, market patterns, and other factors, preventing
undervaluation or overvaluation of assets. It can also provide valuable data on the success and

failure of specified assets by analyzing market trends thus reducing risk.
e Liquidation

Since IBC's inception, time-bound liquidation has been a keystone that IBC has yet to
accomplish. The- liquidator must complete the liquidation procedure within ‘a year in
accordance with the Insolvency and Bankruptcy Board of India (Liquidation procedure)
(Amendment) Regulations, 2019.% However, according to the most recent IBBI data, more than
79% of all active liquidation processes have gone over the allotted time period. Authorities
have been working hard, which is why the IBBI amendment on streamlining liquidation was
released in June 2022. The excessive delay in the liquidation procedure has interfered with its
goal, which is to maximise asset value. A supervisory committee, a mandate on a shorter time
restriction, and other IBBI redressal recommendations require creative solutions to be
successful. Incorporating Al and data analytics is such an Innovation that would be a game

changer.
LEGAL AND ETHICAL ISSUES PERTAINING TO Al
Liability

The suggested framework is made up of three peculiar models, each of which may be used to
demonstrate liability in various circumstances. These models are classified depending on an

Al's level of autonomy and independence.

5 Insolvency and Bankruptcy Board of India (Liquidation Process) (Amendment) Regulations, 2019
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e Principal-Agent Liability

In this model the Al unit acts as an innocent agent, obeying the commands of its principal, who
has complete control over the Al's behavior. In this framework, the Al does not depend on its
previous experiences; instead, it follows the order provided by the principal, having the
principal acting as the purposeful initiator behind any illegal behaviors. In such cases, the
offender may be either the Al developer or the end user. Al developers may be charged with a
crime if they purposefully build the Al system to do illegal acts. And the users can also be held
liable if they instruct the Al to indulge in illegal activity. As a result, in many circumstances, it
is clear that the fault lies on the principal or the perpetrator who commanded the Al system to
conduct the offense.®

e Semi-Autonomous or Foreseeable Consequences Liability Model

This model relates to circumstances in which an Al's activities result in a crime for which
individuals may be held liable, even if they didn't intend or intend to perpetrate such a crime.
According to this model, anyone who engages in the functioning and operation of Al systems
has a 'duty of care' to prevent Al from committing crimes that are reasonably foreseeable.
Failure to perform this responsibility may result in criminal charges. This approach emphasizes
the fact that, in some cases, the human will be held liable even though the Al functions
independently. The Al's unpredictability cannot be used as a defense because introducing an
unpredictable system implies a duty of care. The argument that Al is unpredictable cannot be
used as a defense since adopting an uncertain technology already entails a responsibility of

care.

Example: Engineer Kenji Udhara from Kawasaki Heavy Industries tried to fix the robot but
forgot to shut it down in a factory where a robot was used for specialized industrial duties. As
a result, the robot saw Keniji as a threat to his duties, and it decided that the best way to stop
this threat was to knock him into a nearby operational machine. Kenji was almost dead as the
robot's strong hydraulic arm threw him into the adjacent machine and then resumed its regular
duty.’

& Tech Law Forum NALSAR, ‘Criminal Liability of Artificial Intelligence’ (Tech Law Forum @ NALSAR,
December 18, 2020) <https://techlawforum.nalsar.ac.in/criminal-liability-of-artificial-intelligence/> accessed on
2 Oct 2023

" Pranav Sethi, ‘Determining the liability of artificial intelligence in contemporary times’ (Ipleaders, 31 August
2021) <https://blog.ipleaders.in/determining-liability-artificial-intelligence-contemporary-
times/#Elaborating_role of Al _in_criminal_liability> accessed on 6 October 2023.

www.jlrjs.com 166



http://www.jlrjs.com/
https://techlawforum.nalsar.ac.in/criminal-liability-of-artificial-intelligence/
https://blog.ipleaders.in/determining-liability-artificial-intelligence-contemporary-times/#Elaborating_role_of_AI_in_criminal_liability
https://blog.ipleaders.in/determining-liability-artificial-intelligence-contemporary-times/#Elaborating_role_of_AI_in_criminal_liability

VOL. 3ISSUE 1 Journal of Legal Research and Juridical Sciences ISSN (O): 2583-0066

This model is used to determine “natural or likely consequence” liability, also known as
“abetment,” under Chapter 5 of the Indian Penal Code, 1860, which controls the culpability of
those who aid and abet the execution of an offence.® This concept states that there is no
distinction between an act that was directly committed and one that was abetted. The abettor is
held liable for the offender's acts when there is a likelihood of abetment, exactly in the way they
had directly committed the crime. When there is enough evidence to incriminate the abettor
but not enough to convict the principal developer, the abettor is more likely to be found
guilty, given the circumstances and the evidence at hand. In these situations, the principal may
be declared not guilty.

Programmers and operators of Al platforms may therefore be liable for the actions of Al
programs if they had knowledge that these acts were inevitable or predictable outcomes of
utilizing their Al system. Applying this idea requires distinguishing between Al systems with
genuine goals and those purposefully created for illegal activities. This rule is applicable when
Al systems have knowledge of illegal intentions. Strict liability could still be relevant, but it

might not be for Al systems that lack this understanding.
e Fully-Autonomous or Direct Liability Model

In this case, an Al entity acts on its own to commit a crime that neither its programming
predicted nor made plausible. These crimes are frequently referred to as "Hard Al crimes

because of the Al's unpredictable behavior.

‘Tay," a Microsoft-created Al chatterbot, was taken down soon after it was first launched
because the Al started making abusive and improper statements. Despite having been created
with great care and good intentions, Tay's unanticipated actions gave birth to complex liability

issues®.

This model focuses on a non-human entity as the wrongdoer, in contrast to earlier liability
models that included human entities as possible wrongdoers. Assuming liability, in this case,
presents special and complex legal issues because it cannot be traced to any one person,

including the developer, producer, or user.

8 Ibid

® Divyanshi Sharma, ‘Sentient Al? Bing Chat Al is now talking nonsense with users, for Microsoft it could be a
repeat of Tay’ ( India Today, 13 Feb 2023) <https://www.indiatoday.in/technology/features/story/sentient-ai-
bing-chat-ai-is-now-talking-nonsense-with-users-for-microsoft-it-could-be-a-repeat-of-tay-2336807-2023-02-
19> accessed on 3 Oct 2023.

www.jlrjs.com 167



http://www.jlrjs.com/
https://www.indiatoday.in/technology/features/story/sentient-ai-bing-chat-ai-is-now-talking-nonsense-with-users-for-microsoft-it-could-be-a-repeat-of-tay-2336807-2023-02-19
https://www.indiatoday.in/technology/features/story/sentient-ai-bing-chat-ai-is-now-talking-nonsense-with-users-for-microsoft-it-could-be-a-repeat-of-tay-2336807-2023-02-19
https://www.indiatoday.in/technology/features/story/sentient-ai-bing-chat-ai-is-now-talking-nonsense-with-users-for-microsoft-it-could-be-a-repeat-of-tay-2336807-2023-02-19

VOL. 3ISSUE 1 Journal of Legal Research and Juridical Sciences ISSN (O): 2583-0066

Professor of criminal law Gabriel Hallevy has suggested that Al entities should be held
criminally liable for crimes that are not attributable to humans. These Al entities should be
punished as a result, which may take the form of a temporary shutdown or, in severe
circumstances, permanent disassembly, comparable to imprisonment or the death penalty.
Different viewpoints from scholars, however, have challenged the idea of criminalizing Al,
referring to legal restrictions and raising concerns about the effectiveness of punishment. Our
understanding of the viability of the Direct Liability approach has been clouded by the lack of
consensus among experts in this area. The limitations imposed by imposing direct liability must
be carefully examined in order to achieve clarity.

PRIVACY CONCERNS

Board meetings are frequently a reservoir of extremely sensitive data, reflecting the very
foundation of the company's strategic decision-making processes. These conversations range
from financial performance to future corporate goals, mergers and acquisitions, and legal
issues. Mishandling such sensitive information may have serious consequences, harming not
only the company's operations but also the trust of stakeholders such as shareholders,

employees, and partners.

Implementing Al in making decisions brings both promise and peril. The capacity of Al to
examine large and complicated information allows it to derive valuable insights that can guide
strategic decisions. This ability, however, gives rise to security concerns. Al systems rely on
large volumes of data, which, if not sufficiently safeguarded, makes them enticing prey for
hackers, leading to the disclosure of sensitive data, perhaps resulting in financial losses, harm

to reputation, and legal consequences.*!
FAIRNESS

Biases in the way humans make decisions have been thoroughly researched, giving insight
into the flaws in the decisions. Researchers have focused on how judges' rulings might be
influenced unintentionally by their own character traits. Similarly, research has shown that

employers have prejudices, such as varying interview rates for individuals with comparable

10 ‘Criminal Liability of Artificial Intelligence’(Tech Law Forum @ NALSAR, 18 December, 2020)
<https://techlawforum.nalsar.ac.in/criminal-liability-of-artificial-intelligence/> accessed on 2 October 2023.

11 Aashirwa Baburaj,  Artificial Intelligence v. Intutive Decision Making: How far can it transform Corporate
Governance’ vol 8-issue-2/01, GNLU

<https://gnlu.ac.in/Content/the-gnlu-law-review/pdf/volume-8-issue-2/01 aashirwa baburaj.pdf> accessed on 3
October 2023.
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qualifications due to different racial origins. Human decisions have intrinsic complications that
make them difficult to examine. Individuals may not correctly describe the elements they
considered, or they may not completely comprehend the influences influencing their thinking,
allowing unconscious biases to continue. In many circumstances, using Al can help reduce the
subjectivity inherent in the information subjectivity inherent in the information that humans
interpret. Based on the provided training data, Al algorithms learn to focus primarily on factors
that improve their forecast accuracy. Furthermore, some data shows that algorithms can

improve decision-making processes and make them fairer.

However, it is critical to recognize that Al models might unintentionally reproduce human and
societal prejudices on a broader scale. A clear example can be seen in the "CEO image search,"
where just 11% of the highest-ranked results for "CEO" represented women, despite women
making up 27% of US CEOs at the time. This highlights the importance of careful evaluation

and bias mitigation methods when implementing Al tools in decision-making scenarios.*?
VALUES

In the world of Al-driven business decision-making, ethics is crucial. The key problem is
establishing the underlying principles that should guide such decisions and properly
incorporating these principles in Al systems. This problem gets more acute if Al adopts a
pragmatic approach to ethics, focusing on what has previously been effective. However, this
pragmatic approach may not necessarily align with a company's fundamental values,

sometimes leading to unanticipated issues and disputes.

Therefore, establishing a balance becomes necessary. We must train Al not simply to learn
from history, but also to make ethical decisions that are consistent with the organization's
growing principles. This intricate challenge seeks meticulous deliberation as it deals with the
complex interplay that exists between Al's data-driven approach and the moral values that

guide a company's decisions.®

12 Jake Silberg and James Manyika, ‘Tackling bias in artificial intelligence (and in humans)’ (Mckinsey &
Company, 6 June 2019) <https://www.mckinsey.com/featured-insights/artificial-intelligence/tackling-bias-in-
artificial-intelligence-and-in-humans> accessed on 1 October 2023.

13 Michael Hilb, Towards artificial governance? The role of artificial intelligence in shaping the future of
corporate governance (2020) Springer Link < https:/link.springer.com/article/10.1007/s10997-020-09519-9>
accessed on 1 Oct 2023.
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CULTIVATING A CULTURE OF ETHICAL Al
Human Al- Collaboration

When developing Al models, especially generative ones, it is essential to make morally sound
decisions. Any biases, adverse effects, or inaccuracies in the data used to train these models
can have a substantial impact on how they behave and provide results. Organisations should
take considerable care when curating their training datasets to minimise these problems.
Rigorous data processing is required, including the detection and removal of biased or harmful

content.

In order to reduce the inherent biases of any one data source, organisations should also consider
diversifying their data sources. When used in larger contexts, an Al model, for instance, that
was largely trained on data from a particular demographic or region,-may unintentionally
produce biased findings. A further tactic to reduce biases and enhance Al performance is the
deployment of smaller, more focused models. These models, which were trained for particular
tasks or domains, typically contain more narrowly focused datasets and moreover could
provide better training process control. These smaller models can be adjusted by organisations
to fit their unique needs while still retaining a high level of accountability and openness.
Another option for organisations with significant resources is to tailor a general Al madel using
their own data. This makes it possible to adjust the Al's behaviour to the particular requirements
of the organisation while ensuring that the biases of the model are well-understood and reduced.
Working with generative Al models requires putting a human in the loop, which is essential

for ensuring responsible and moral behaviour.*

Human reviewers are essential to quality control because they can spot bias, mistakes, and
other problems that Al systems could miss. They are essential for minimising prejudice,
ensuring that the text adheres to organisational principles and values, and changing any
offensive wording. Human reviewers also contribute crucial contextual expertise, ensuring that
the content produced by Al is pertinent and appropriate in the given environment. Also in IBC
and CIRP winding processes, it demand a high level of legal expertise, and the courts' use of
legal procedure is subject to modifications as new rules and regulations are introduced or old

ones are updated. The difficulty of Al in navigating this could put the legal system in danger.

14 Jake Silberg and James Manyika, ‘Tackling bias in artificial intelligence (and in humans)’ (Mckinsey &
Company, 6 June 2019) <https://www.mckinsey.com/featured-insights/artificial-intelligence/tackling-bias-in-
artificial-intelligence-and-in-humans> accessed on 1 October 2023.
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Importantly, their engagement aids organisations in adhering to moral and legal requirements,
preventing legal problems and impasses. Although Al has many useful qualities, it shouldn't
be used to make important choices that affect the welfare of people or huge amounts of

resources.

Human discretion and judgement remain essential in such high-stakes situations to prevent
potentially disastrous outcomes. The "human in the loop™ strategy allows the responsible and
efficient deployment of Al technology across a variety of areas by balancing the advantages of
Al with human expertise.

ROBUST CYBER SECURITY

Strong cyber security safeguards are at the forefront of preserving sensitive data and
maintaining stakeholder confidence. These solutions take a holistic approach to data security,
tackling multiple issues. By identifying weak areas and potential entry points for cyber attacks,
these evaluations enable organisations to repair vulnerabilities prior to them being used against
the organization, however, effective cyber security isn't merely an engineering endeavour; it's
an organisational responsibility too. It is crucial to educate employees on data
protection principles. Employees should receive training on identifying phishing scams, using
secure password management techniques, and abiding by organisational cyber security policy.
Additionally, cyber security requires continual commitment rather than a one-time expenditure.
The threat landscape is constantly changing as fraudsters develop more complex techniques.
In order to stay ahead of these threats, businesses must maintain their caution while constantly

enhancing and fortifying their cyber security systems.
COMPREHENSIVE EVALUATION

It is critical in the field of Al to conduct extensive and reliable testing. Before using Al
models, businesses have to allocate appropriate time and resources for comprehensive testing.
Whether an Al model is constructed from scratch or particularly modified to fulfill certain
business objectives, meticulous examination and testing are crucial to ensure functionality
and accurate results. Organizations should dedicate themselves to creating a rigorous testing
methodology, exposing Al models to diverse scenarios, and iteratively enhancing them in

response to the findings of each test. This approach greatly lowers the risks associated with
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making critical business choices based on inaccurate data or erroneous insights and will help
organizations boost the dependability and effectiveness of their Al-driven solutions.®®

CONCLUSION

The incorporation of Al into corporate governance, legal responsibility, and bankruptcy
processes represents a significant shift in both the commercial and legal worlds. Although there
are complex legal and ethical issues that require close examination, Al has the ability to
dramatically improve efficiency, accuracy, and taking decisions in these important sectors. The
advent of Al-driven automation holds up the possibility of rapid and precise data analysis, risk
assessment, and scenario modeling in the context of mergers and acquisitions due diligence.
By helping firms to reveal hidden insights and identify possible deal-breakers early on, this
technology breakthrough enables more informed decisions and potentially more profitable

results.

The complex legal and ethical concerns associated with Al include fairness, privacy, and
security and necessitate the development of clear standards and ethical principles for governing
Al-driven decision-making. Furthermore, in the case of corporate liquidation, Al has the
potential to play a vital role by forecasting insolvency, managing the procedure for resolving
corporate insolvency, and speeding the liquidation process. It has the ability to significantly
lessen the demands on time and resources, improve asset valuation, and increase overall
operational effectiveness. It is crucial to recognize that human involvement is still necessary,
particularly when negotiating the complex legal and financial components of bankruptcy
processes. The "human in the loop™ method is emerging as a crucial technique for the moral
and ethical application of Al. Finding the ideal balance in Al and the need for human

intervention and expertise is crucial.

As Al continues to evolve and exert its innovative effect across multiple industries, it becomes
increasingly important for companies, governments, and legal professionals to work together
to address the many difficulties it offers. This cooperative approach is essential for realizing
Al's full potential while respecting the core ideals of justice, accountability, and fairness in

both corporate governance and judicial procedures.

15 Bernard Marr, ‘The 12 Biggest Al Mistakes You Must Avoid’ (Forbes, 3 April 2023)
<https://www.forbes.com/sites/bernardmarr/2023/04/03/the-12-biggest-ai-mistakes-you-must-
avoid/?sh=426e257f3af7 > accessed on 2 Oct 2023.
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It is crucial to strike the right balance between utilizing the benefits of Al and maintaining the
crucial function of human intervention and knowledge when incorporating Al into these
complex operations. An essential component of responsible and moral Al integration is the

"human in the loop" approach, which seamlessly combines Al abilities with human judgment.

Al's emergence is changing the way businesses are governed, how people are held accountable
for their actions, and how bankruptcy cases are handled. While the advancement of Al offers
immense possibilities, it also necessitates careful monitoring of legal and ethical issues.
Collaborative efforts are required to fully leverage Al's profound powers while maintaining the

values that underpin fairness accountability and transparency in these crucial sectors.
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