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ABSTRACT 

 

In today’s world where there are factories being established every day around the world, 

environmental issues have been on the rise. People have also become aware about these issues 

and have started taking steps for protecting the environment. With the rise in environmental 

awareness, large number of PILs and individual cases are being filed. The traditional courts 

have become overburdened and the judges lack in depth knowledge about the technicalities, 

thereby leading to injustice and chaos. In such a scenario, the role of specialized courts and 

tribunals to deal with environmental cases is pivotal. Many countries across the globe have 

established such special courts and tribunals. In India, the National Green Tribunal is the 

special forum established to deal with cases relating to the environment. It not only ensures 

environmental protection but also promotes sustainable development via its decisions. The aim 

of this article is to assess the performance of the National Green Tribunal (hereinafter referred 

to as NGT) of India, and compare the same with the performance of the environmental courts 

of various other countries. This article mainly deals with two important questions- whether the 

NGT has the characteristics of a successful environmental court and whether it has been more 

successful as compared to the environmental courts of other countries.3 
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3 In this article, the phrase “environmental courts” includes both environmental courts and tribunals. 
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INTRODUCTION 

	

Since the last few decades, with the efforts of individuals, groups and 

governments, Environmental Law has seen great advancements. Despite all the 

efforts, this area remains to be one with poor implementation of laws. Owing 

to the poor implementation, now, the role of the Courts and the national 

systems pertaining to access to justice has become crucial. The goal now is not 

only to protect the environment but also to ensure sustainable development.  In 

this perspective, we can see a trend in the recently developed or developing 

countries wherein they have been focusing on building up special environmental 

courts and tribunals. The reasons for this trend are efficient and effective 

disposal of environmental cases and making access to justice easier for NGOs, 

disadvantaged groups and individuals.  

 

As mentioned, there has been an exponential growth in environmental courts 

and tribunals in the recent decades. As Pring and Pring observe in their 

comprehensive study, “[o]ver 350 of these specialized fora for resolving 

environmental disputes may now be found in many countries in every region 

throughout the world”. This means that we have a large number of specialised 

courts and tribunals across the world and yet, the results have been non-

satisfactory in most countries. Such a surge in number and popularity of 

environmental courts and tribunals and the special benefits that the stakeholders 

have been experiencing (individuals, groups and the countries at large) has led 

to a debate in the countries that haven’t yet established such courts to build up 

such specialised for a for resolving environmental disputes.  

 

CHARACTERISTICS OF SUCCESSFUL ENVIRONMENTAL COURTS 

 

Status and Authority 

 

Observing the pattern across various countries, it has been established that the 

success of an environmental court cannot be determined on the sole basis of its 

status- whether it’s a superior or an inferior court or tribunal. Nevertheless, on 
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close examination of the successful environmental courts across the world, we 

can see that all these courts and tribunals demonstrate some common traits that 

give them authority and status. Firstly, many of these successful environmental 

courts ensure a ‘more comprehensive jurisdiction’ than their less successful 

counterparts.4 The NGT via the NGT Act, 2010, has comprehensive 

jurisdiction over all forms of environmental cases. It is governed by the 

principles of natural justice and is not bound by the procedures laid under the 

Code of Civil Procedure, 1908 – thereby meaning that the NGT is governed by 

its own set of rules. Secondly, the Governments, stakeholders and the 

communities recognise such specialised courts and tribunals as the legitimate 

and appropriate forum for disposing of environmental disputes.5  

 

The NGT has been given statutory recognition by the Government via the 

NGT Act, 2010 and every stakeholder recognises it as ‘the’ forum for all sorts 

of environmental cases (however, appeal to the Supreme Court is permissible 

w.r.t. a decision passed by the NGT). Also, it has been established under Article 

2536 of the Constitution of India in order to perform its obligation towards the 

Stockholm Declaration, 1972.7 Thirdly, the authority and status of more 

successful environmental courts are often enhanced via the presence of 

environmentally literate and sound judges. Section 48 of the Act talks about the 

composition of the Tribunal, wherein it is mandatory to have full time expert 

members. Under Section 5(2) of the Act9, it is mandatory that a full time expert 

member has to have an experience of at least 5 years in the practical field of 

environment in some national institute. 

 

Impartial and Independent from the Government 

																																																								
4 Brian J. Preston, ‘Characteristics of Successful Environmental Courts and Tribunals’ [2014] JoEF 365. 
5 Id. 
6 Article 253 of the Constitution of India reads as “Legislation for giving effect to international agreements 
Notwithstanding anything in the foregoing provisions of this Chapter, Parliament has power to make any law for the 
whole or any part of the territory of India for implementing any treaty, agreement or convention with any other 
country or countries or any decision made at any international conference, association or other body”. 
7 Stockholm Declaration is also known as ‘The Declaration of the United Nations Conference on the Human 
Environment, 1972’. 
8 NGT Act 2010, s 4. 
9 NGT Act 2010, s 5(2). 



      Corpus Juris                                                                                                 ISSN: 2582-2918  
      The Law Journal   website: www.corpusjuris.co.in	
	

 CORPUS JURIS|4 

 

Another characteristic usually shared by the successful environmental courts is 

their independence from the government. This independence not only means 

independence from the executive and the legislative organs of the Government 

but also includes independence from all external influences to the 

environmental court which might interfere with its decision making otherwise 

than on the factual and legal merits of the case. Theoretically, NGT has original 

jurisdiction in all civil cases related to the environment10 (as per Section 14 of 

the Act). However, when we go through the Act, it is evident that the Central 

Government plays a major role in the appointment and removal of the 

Chairperson, Judicial member or Expert member of the Tribunal. This implies 

that NGT is not really independent from the Government. This somehow 

compromises the impartiality of the Tribunal. 

 

Comprehensive and Centralised Jurisdiction 

 

One of the most striking features of the successful environmental courts is that 

they enjoy a comprehensive and centralised jurisdiction. The jurisdiction ought 

to be comprehensive in two respects. Firstly, the court or tribunal should 

“[e]njoy comprehensive jurisdiction to hear, determine and dispose of matters 

and disputes arising under all environmental laws enacted by the government of 

the land”.11 The preamble of the NGT Act makes it very clear that NGT is to 

have jurisdiction on all “cases relating to environmental protection and 

conservation of forests and other natural resources including enforcement of 

any legal right relating to environment and giving relief and compensation for 

damages to persons and property and for matters connected therewith or 

incidental thereto”. Secondly, it should have comprehensive jurisdiction 

pertaining to the civil, administrative, and criminal enforcement of the varius 

																																																								
10 Section 14(1) of the NGT Act 2010 states that “The Tribunal shall have the jurisdiction over all civil cases where a 
substantial question relating to environment (including enforcement of any legal right relating to environment), is 
involved and such question arises out of the implementation of the enactments specified in Schedule I.” 
11 Supra at note 4. 
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environmental laws.12 Section 14 of the NGT Act lays down that NGT has 

“original jurisdiction in all civil cases relating to environment”. 

 

Judges and Members are Knowledgeable and Competent  

 

The successful environmental courts being special courts, a vital requirement 

for them is specialisation. A judge or member who doesn’t understand 

environmental laws properly and has no practical experience in environmental 

issues and respective policies and legal responses to them, will be unable to 

deliver a justifiable judgment or order. These courts insist special knowledge 

and expertise. In order to be competent, the judges and the other members 

ought to be environmentally literate – they ought to be educated about, and 

attuned to, the various environmental issues and the respective policy and legal 

responses. Efficiency, effectiveness and decision-making quality can be 

improved by making technical experts, having knowledge about the subject 

matter, available within an environmental court. As discussed above, it is 

mandatory for the expert members to have practical experience of at least 5 

years in the field of environment.13 Also, only a retired judge of the Supreme 

Court or a retired Chief Justice of a High Court can be the Chairperson.14 This 

implies that all the members of the tribunal are always attuned with the various 

environment related issues. 

 

Operates as a multi door Court House 

 

In order to ensure faster and more effective adjudication of environmental 

cases, an array of alternative dispute resolution mechanism (ADR) come in very 

handy. Specialisation, centralization, and the availability of a range of court 

personnel facilitate this. Centralization “enables an environmental court to deal 

with multiple facets of an environmental dispute without the constriction of 

jurisdictional limitations”.15 Specialization facilitates a “better appreciation of 

																																																								
12 Supra at note 8. 
13 NGT Act 2010, s 5(2). 
14 NGT Act 2010, s 5(1). 
15 Supra at note 4. 
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the nature and characteristics of environmental disputes and selection of the 

appropriate dispute resolution for each particular dispute”.16 The availability of 

technical experts in these specialised courts ensures their participation in 

mediation, conciliation, and neutral evaluation. It also enhances the efficiency, 

effectiveness, and quality of such adjudication. NGT allows for “more relevant 

and greater expertise, sets up alternative dispute resolution mechanisms and 

offers a path for the evolution of environmental jurisprudence”.17 

 

Facilitates Access to Justice 

 

A fundamental characteristic of successful environmental courts is the 

facilitation of access to justice which includes access to environmental justice. 

An environmental court may facilitate access to justice both by its substantive 

decisions and its practice and procedures. NGT does facilitate access to justice 

as it is a specialised court for hearing and disposing cases related to the 

environment. However, we can gauge from the Act that “access to justice is 

denied by two means in NGT: firstly, by the provision of limitation period and 

secondly, by virtue of NGT being located in only big cities spread across 

India”.18 Provision of limitation period is a statutory requirement for all sorts of 

Acts. However, w.r.t. the second point, it becomes difficult for people from 

small cities to approach NGT regarding their issues. It’s an expensive and 

burdensome matter for them and in most cases, people from small cities let 

their issues go. This acts as an impediment for access to justice.  

 

Develops Environmental Jurisprudence 

 

Environmental Courts which have the comprehensive jurisdiction, requisite 

status and specialized knowledge invariably hear a huge number of cases. As a 

result, these courts are presented with greater opportunities to develop 

environmental jurisprudence. The “development of environmental 

																																																								
16 Supra at note 12. 
17 Insights Mind Maps, ‘National Green Tribunal: Analysis’ available at https://www.insightsonindia.com/wp-
content/uploads/2016/10/National-Green-Tribunal-Analysis.pdf., last accessed on May 19, 2020. 
18 Id. 



      Corpus Juris                                                                                                 ISSN: 2582-2918  
      The Law Journal   website: www.corpusjuris.co.in	
	

 CORPUS JURIS|7 

jurisprudence by specialized courts may also facilitate cross fertilization of 

environmental law, whereby domestic courts draw upon the environmental 

jurisprudence of other countries”.19 As has already been mentioned, NGT offers 

a path for the development of environmental jurisprudence. This is so because 

NGT is not governed by the Code of Civil Procedure, 1908. As per Section 

19(2) of the Act, NGT has the power to regulate its own procedures. Having 

such wide powers eventually leads to the development of new principles, 

thereby aiding in the evolution of environmental jurisprudence. 

 

NGT AND OTHER ENVIRONMENTAL COURTS: A COMPARISON 

 

ASSESSMENT OF NATIONAL GREEN TRIBUNAL 

 

Critics are of the view that the present Government is inclined to make the 

NGT to make recommendations to the Ministry of Environment instead of 

giving them directions like any other judicial body. It’s of the view that only the 

apex court has the right to negate clearances. In the recent past, the ministry 

had asked NGT to limit its jurisdiction but in vain. This move to amend the 

appropriate legislation was put into motion by the former Environment 

Minister Javadekar.  

 

Ever since its establishment in 2010, the NGT has stayed clearances for several 

projects. In the POSCO case20 the NGT had asked the Environment Ministry 

“[t]o review clearances after some local villages refused to consent to the project 

under the pro-tribal Forest Rights Act, 2006”.21 History says that the NGT has 

continuously discarded the views of its ostensible master, the Ministry of 

Environment and Forests. Being an independent and impartial body, it has 

criticized the Ministry for its poor decisions and the civil society groups have 

recurrently resorted to it in order to get relief from the irresponsible actions of 

the Ministry. Prior to the establishment of the NGT, a few of the environmental 

																																																								
19 Supra at note 17. 
20 Prafulla Samantara v. Union of India, Appeal No. 8/2011. 
21 Id. 



      Corpus Juris                                                                                                 ISSN: 2582-2918  
      The Law Journal   website: www.corpusjuris.co.in	
	

 CORPUS JURIS|8 

disputes were referred to the dolefully inefficient National Environment 

Appellate Authority.  

 

An analysis of the role played by the NGT suggests that it “[h]as been 

progressive in its approach towards environmental protection in general and the 

rights of marginalized people in particular”. In Feet Singh Kanwar v. Union of India22 

the environmental clearance given to the project of installation and operation 

of a coal-fired power plant was challenged. It was alleged that the “[m]andate of 

the various guidelines in the Public Consultation Process had not been complied 

with and had even been flouted in granting the clearance”23. The EIA executive 

summary report in local language hadn’t been filed and the entire EIA report 

hadn’t been made available as per requirements. The NGT observed that 

“[a]ccording to the precautionary principle, the environment clearance should 

not have been granted by the MOEF”24. Moreover, it was held that the 

economic benefits will have to take a backseat if the project implicated excessive 

and continuing degradation of the environment. The Tribunal further pointed 

out that the impugned order of the MOEF granting environmental clearance to 

the power plant was illegal and liable to be quashed.  

 

Similarly in, Adivasi Majdoor Kisan Ekta Sangthan v. Ministry of Environment and 

Forests25, the environmental clearance granted to Gare-IV/6 Coal Mining Project 

(4 MTPA) and Pithead Coal Washery (4 MTPA) of Jindal Steel and Power 

Limited located in the Raigarh District of Chhattisgarh by the Ministry of was 

challenged. The petitioners alleged that public hearing wasn’t conducted 

properly prior to giving environmental clearance to the project. The NGT held 

that “[t]his was not a case where there had been a few insignificant procedural 

lapses in conducting the public hearing. This was, rather, a mockery of a public 

hearing, one of the essential parts in the process of deciding whether to grant 

an environmental clearance. It was, in fact, a classic example of violation of the 

																																																								
221998 Supp (2) SCC 505. 
23 Id. 
24 Supra at note 22. 
25 Available at http://www.greentribunal.gov.in/search_case_judgement.aspx, last accessed on May 19, 2020. 
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rules and the principles of natural justice”26. Accordingly, the Tribunal held that 

the public hearing in this case was invalid. 

 

ENVIRONMENTAL COURTS OF OTHER COUNTRIES 

 

European Court of Justice27 

 

Environmental cases reach the European Court of Justice (ECJ) under Article 

169 of the EEC Treaty. Since 1980, more than forty cases have been taken to 

the ECJ. These cases include allegations regarding failure of member states to 

act in accordance with the EEC environmental obligations. Its judgements have 

been useful in determining that “[m]ember states may not plead provisions, 

practices, or circumstances existing in their internal legal system to justify failure 

to comply with an environmental obligation”. Article 173 empowers the ECJ to 

review the legality of certain acts of the EC council and commission on the 

grounds of lack of competence, breach of the EEC treaty, or any rule relating 

to the application or misuse of powers. As per the article “actions may be 

brought by a member state, the council or commission as well as by any legal or 

natural person, provided that the act concerned is a decision addressed to that 

person or body”. It is not just a ‘Green Bench’ but a view to understand the 

environment, the science and the law that is required to deal with environment 

cases. 

 

United States of America 

 

Concerns over the adjudication of environmental disputes led to the 

establishment of Carnegie Commission of Science and Technology in 1993. In 

the field of environment, the judges have been facing serious problems due to 

uncertainty of scientific opinion. In this regard, the US Supreme Court observed 

the following in Daubert V. Merrel Dow Pharmaceuticals Inc28 that “There are 

																																																								
26 Id. 
27 P.B Sahasranaman,’ Handbook of Environment Law’(2009). 
28 509 U.S. 579 (1993). 
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important differences between the quests for truth in the laboratory. Scientific 

conclusions are subject to perpetual revision. Law, on the other hand, must 

resolve disputes finally and quickly”29. 

 

Australia 

 

The Land and Environment Court of New South Wales in Australia, established 

in 1980, could possibly be hailed as the model judiciary body for dealing with 

environmental disputes, its enabling act is the Land and Environment Court act 

1979 (NSW), which vests power in the court to determine environmental, 

development, building and planning disputes. It is a superior court of record 

with six permanent judges and nine permanent commissioners who have 

expertise in one or more of the following areas such as administration and local 

government, environmental or town planning, science or EIAs, law, 

architecture or building, or natural resource management. Since the court also 

resolves the matters under Aboriginal commissioners to assist the court. Its 

jurisdiction combines appeal, judicial review, and enforcement functions. Some 

cases are heard by commissioners, some by judges and others by combination 

of two. The court adopts a flexible approach towards procedural matters and 

interestingly, it is not bound by the rules of evidence that significantly 

complicate most hearings in Australian courts. Such a composition is necessary 

and ideal in environmental matters, as it integrates the necessary areas of 

specialization within a judicial framework, enabling disputes to be resolved as 

expeditiously as possible. 

 

New Zealand 

 

The Environment Court was constituted by the Resources Management 

Amendment Act, 1996. It is court of record consisting of environmental judges 

and environment commissioners. The commissioners come from a variety of 

																																																								
29 Id. 
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backgrounds including architecture, resource management, forestry, building, 

and civil engineering.  

 

In most sittings, matters are heard by one environment judge and two 

environment commissioners. The court has jurisdiction to adjudicate a wide 

range of matters that arise under the Resource Management Act .The court also 

has jurisdiction to adjudicate some matters arising under following acts such as 

Public Works Act, Forests Act, Local Government Act, transit NZ Act etc. The 

New Zealand Environment Court, Like the NSW Court, does not adopt a 

technical manner and is not bound by rules of evidence. It also encourages 

mediation where possible as an alternative form of dispute resolution, and is 

empowered by Section 238 of the Resource Management act to compel 

mediation. 

 

CONCLUSION 

 

Based on the above discussion, the authors have come to the following 

conclusions. Answering whether NGT has the characteristics of a 

successful environmental court, In the chapter “Characteristics of successful 

environmental courts”, the authors have listed a number of characteristics 

which the more successful environmental courts around the world seem to or 

ought to possess. As we have seen, NGT possesses majority of these 

characteristics, if not all. Hence, we can conclude that NGT is a pretty successful 

environmental court. Is there a scope for improvement? Definitely. NGT has 

been in existence for only ten years now. For being a newer environmental 

forum, it has done a good job in disposal of cases.  

 

With time and further efforts, the NGT will get better at its work and hopefully, 

the lacuna that exists now can be rectified. As for the next question, whether 

NGT has been more successful as compared to the environmental courts 

of other countries, the authors conclude that the environmental court of 

Australia, i.e. The Land and Environment Court of New South Wales can be 

taken as the epitome when it comes to successful environmental courts. It has 
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all the characteristics that a successful environmental court ought to possess. 

Compared to that, NGT still has a long way to go. It has been more successful 

when compared to the environmental courts of New Zealand and the United 

States of America. When compared to the ECJ, NGT does lack in some areas. 

NGT being a specialised court dealing specifically with matters of the 

environment is focused on its work and with time, it will catch up with the other 

more successful environmental courts of the world. 

  



      Corpus Juris                                                                                                 ISSN: 2582-2918  
      The Law Journal   website: www.corpusjuris.co.in	
	

 CORPUS JURIS|13 

BANKS LIABILITY TO PAY INTEREST IN 

CURRENT ACCOUNT IN CASE OF WRONGFUL 

DEBIT & CORPORATE VEIL LIFTING 

JUDGMENT BY CALCUTTA HIGH COURT 
-NILAVRO CHATTERJEE 30 

 

INTRODUCTION  

 

The High Court at Calcutta has held by a unreported judgment dated 24.9.2015 

in WP 656 of 2006 Hahnemann Laboratory Ltd. & Another. Versus Allahabad 

Bank & Others that Banks are bound to pay interest on wrongful debit made in 

current account of account holder. It has also held that Courts would have 

jurisdiction in case of Writ Petitions where Head Office of Respondents are 

within its jurisdiction. It also held that lifting of corporate veils are only 

permissible by Courts and not any other authority. The decision has been 

confirmed by the Division Bench and ultimately by Supreme Court. 

 

FACT OF THE CASE 

 

Petitioner Hahnemann Laboratory Limited maintained a current account with 

Allahabad Bank at Stephen House, Calcutta being A/c No. CD-1290 along with 

a current account at Muradpur Branch at Patna being A/c No. CA-300077.  

Respondent 5 was Hahnemann Laboratory (India) which is a partnership firm. 

At one point of time were both under the control of the same group of persons, 

but not so since 2000. The firm also maintained an account with the Muradpur 

Branch of the  bank being A/c No. CT-6. The Petitioner learned from statement 

of account that on 16th January, 2004 the respondent bank had debited a sum 

of Rs. 6,03,368.40 from the current account described as ‘to transfer comm. tax’ 

and thereby reduced the credit balance in the said account to zero.  Usual 

protests by petitioner to Bank were futile.. Bank responded that it had received 

																																																								
30 Student, 1st Year, Sarsuna Law College. 
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a notice of demand under Section 27 of the Bihar Financial Act, 1981 from the 

commercial tax office of Patna vide Memo No. 24 dated 10/01/2004 and in 

compliance of such notice the bank debited the petitioner’s A/c as stated supra 

and paid whatever money was lying in the account to the Commercial Tax 

authority which amounted to Rs. 6,03,368.40/-. 

 

Petitioner by letter addressed to Bank contended that the demand that was 

raised Commercial Tax authority was pertaining to the respondent  firm and 

had nothing to do with the petitioner company. Hence, the debit entry in the 

bank account of the petitioner company was wrongful and should be reversed.  

 

The petitioner prayed for an order in the nature of mandamus directing the 

respondent Bank to reverse the debit entry with accrued interest. 

 

The Bank on the other hand challenged that Calcutta High Court lacked 

jurisdiction to entertain this writ petition as Muradpur Patna  is outside the 

territorial jurisdiction. No cause of action has arisen within the jurisdiction of 

this Court.  In this connection the case of Patel Roadways Limited, Bombay 

versus Prasad Trading Company reported in (1991) 4 SCC 270 was relied inter 

alia in the context of Section 20 of the Code of Civil Procedure. that the 

intention of the legislature was that, in the case of a corporation, the location of 

the subordinate office within the local limits of which the cause of action arises, 

is to be the relevant place for the filing of a suit and not the corporation’s 

principal place of business. Reliance was also placed on a decision of New 

Moga Transport Co-vs.-United India Insurance Co. Ltd. reported in (04) 

4 SCC 677. “. Normally, under clauses (a) to (c) the plaintiff has a choice of 

forum and cannot be compelled to go to the place of residence or business of 

the defendant and can file a suit at a place where the cause of action arises.  

 

The respondent bank tried to prevail that the petitioner company and the 

respondent firm are the alter ego of each other. If the principle of lifting the 

corporate veil is applied, it will be seen that the petitioner company and the 

respondent firm are actually one and the same entity. Hence, when a demand 
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under Section 27 of the Bihar Financial Act, 1981 was served on the bank, it 

legitimately debited the account of the petitioner company since the account of 

the respondent firm had no credit balance.  

 

The court held that Section 20 of the Code has no manner of application to an 

application under Article 226 of the Constitution of India which is a public law 

remedy. Article 226 makes it clear that every High Court shall have power, 

throughout the territories in relation to which it exercises jurisdiction, to issue 

to any person or authority, including any Government, orders or writs, including 

[writs in the nature of habeas corpus, mandamus, prohibition, quo warranto and 

certiorari, or any of them, for the enforcement of any of the rights conferred by 

Part III and for any other purpose].  The power conferred arises for the exercise 

of such power, notwithstanding that the seat of such Government or authority 

or the residence of such person is not within those territories. Therefore, 

jurisdiction of a High Court can be invoked either when the seat of the 

Government or authority or residence of the person against whom relief is 

sought, is situated within the territory in relation to which the High Court 

exercises jurisdiction or when whole or part of the cause of action arises within 

the territorial jurisdiction of the High Court. Calcutta High Court having 

jurisdiction throughout the territory of West Bengal has jurisdiction to entertain 

the writ petition as Allahabad Bank has its registered office and head office here. 

So this court would have jurisdiction to entertain a writ petition.  

 

Situs of the respondent authority and accrual of whole or part of cause of action 

are two alternative and independent bases for invocation of the writ jurisdiction 

of a High Court. This view is supported in the case of Ashok Kumar Saboo 

(Huf)-vs.-Hindustan Paper Corporation reported in 2007 (3) CHN 533. The 

word 'notwithstanding' used in Clause (2) has made it clear without any doubt 

that the situs of the respondents still remains one of the factors for invoking 

jurisdiction. Prior to the Constitution, 15th Amendment Act, 1963 this 

provision was not originally in the Article 226. Clause (1) of Article 226 was the 

only factor for deciding the question of jurisdiction. The Supreme Court has 

explained in the case of Election Commission v. Saka Venkata Subba Rao 
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reported in 1953 SCR 1144 and in the subsequent cases of Khajor Singh v. 

Union of India and Collector of Customs v. E. I. Commercial Co. that 

place of office and/or residence of the respondents was the only factor for 

invocation of the jurisdiction of Article 226. Taking note of the aforesaid judicial 

pronouncement the Constitution was amended by the 15th Amendment Act, 

1963 incorporating Clause (1A) and thereafter this Clause (1A) and Clause (2) 

stood consolidated and renumbered as Clause (2) by 42nd Amendment. The 

text of previous Clause (1A) of Article 226 and the language imparted in the 

present clause of Article 226 are absolutely same and there is no change at all. 

19.  

 

Accordingly, the word 'seat' of such Government or authority used in Clause 

(2) of the Article 226 means and connotes registered office or principal office 

or head office whatever may be terminology or even branch office, irrespective 

of the fact that these places of office have any relation and/ or nexus with the 

accrual of causes of action.  

 

The bank has its head office at 2, Netaji Subhas Road, Calcutta – 1 and branch 

office at Stephen House, 4 BBD Bag (E) Calcutta – 1 both within the 

jurisdiction of this court. Hence, Calcutta High court has territorial jurisdiction 

to entertain the writ petition. Reference was made to Union of India-vs.- 

Hindustan Aluminium Corporation Ltd. reported in AIR 1983 Cal. 307. 

 

Regarding whether the respondent bank could invoke the principle of lifting the 

corporate veil the court discussed and went to say that the corporation in law is 

equal to a natural person and has a legal entity of its own. This position has been 

settled in Saloman vs.-Salomon & Co. reported in 1987 Appeal Cases 22. 

However, with the passage of time the doctrine that a corporation or a limited 

company has an independent legal entity has been subjected to various 

exceptions by applying the principle that the veil of the company can be lifted 

and its face examined in substance. Palmer in his book on Company Law (20th 

Ed., Pg. 136) states that the doctrine of lifting of the veil has been applied in 

five categories of cases: where companies are in the relationship of holding and 
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subsidiary companies; where a shareholder has lost the privilege of limited 

liability and has become directly liable to certain creditors of the company on 

the ground that, with his knowledge, the company continued to carry on 

business six months after the number of its members was reduced to below the 

legal minimum; in certain matters pertaining to the law of tax debt duties and 

summarized, particularly where the question of ‘controlling interest’ is in issue; 

in the law relating to exchange control; and in the law relating to trading with 

the enemy where the test of control is adopted. (17) Gower in his book Modern 

Company Law (2nd Ed. Pgs. 193 and 195) has similarly summarized this 

position observing that in a number of important respects, the legislature has 

pierced the veil woven by the Salomon case. He observed that Courts have 

construed statutes as ‘cracking open the corporate shell’ when compelled to do 

so by the clear words of the statutes.  

 

At present, the judicial approach in cracking open the corporate shell is 

somewhat cautious and circumspect. It is only where the legislative provision 

justifies the adoption of such a course that the veil has been lifted. In exceptional 

cases where courts have felt themselves able to ignore the corporate entity and 

to treat the individual shareholder as liable for its acts, the same course has been 

adopted. Summarizing his conclusions, Gower has classified seven categories of 

cases where artificial veil of a corporate body has been lifted. But it would be 

impossible to evolve a rational, consistent and inflexible principle which can be 

invoked in determining the question as to whether or not the veil of a 

corporation should be lifted. Broadly stated, where fraud is intended to be 

prevented or trading with an enemy is sought to be defeated, the veil of a 

corporation is lifted by judicial decisions and the shareholders are held to be 

responsible for the acts committed in the name of the corporation. In the case 

of Tata Engineering & Locomotive Co. Ltd.-vs.-The State of Bihar reported in 

AIR 1965 SC 40, the Constitution Bench of the Hon’ble Apex Court observed 

that the doctrine of the lifting of the veil marks a change in the attitude that law 

had originally adopted towards the concept of the separate entity or personality 

of the corporation. As a result of the impact of the complexity of economic 

factors, judicial decisions have sometimes recognized exceptions to the rule 
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about the juristic personality of a corporation. It may be that in course of time 

these exceptions may grow in number and to meet the requirement of different 

economic problems, the theory about the separate personality of a corporation 

may be confined more and more. (19) Pennington in his Company Law (4th 

Ed.) states that four inroads have been made by the law on the principle of 

separate legal personality of companies. By far the most extensive of this has 

been made by legislation imposing tax.  

 

The Government, naturally, enough, does not willingly suffer schemes for the 

avoidance of tax which depend for their success on the employment of the 

principle of separate legal personality, and in fact, legislation has gone so far that 

in certain circumstances tax can be heavier if companies are employed by the 

tax payer in an attempt to minimize his tax liability than if he uses other means 

to give effect to his wishes. The other inroads on the principle of separate 

corporate personality have been made by judicial disregard of the principle 

where the protection of public interests is of paramount importance, or where 

the company has been formed to evade obligations imposed by the law, and by 

the courts implying in certain cases that a company is an agent or trustee for its 

members. (20) In the case of Calcutta Chromo type Ltd  versus Collector of 

Central Excise, Calcutta reported in 1998 3 SCC 681, the Hon’ble Supreme 

Court observed that generally and broadly speaking, we may say that the 

corporate veil may be lifted where a statute itself contemplates lifting the veil, 

or fraud or improper conduct is intended to be prevented, or a taxing statute or 

a beneficent statute is sought to be evaded or where associated companies are 

inextricably connected as to be, in realty part of one concern.  

 

It is neither necessary nor desirable to enumerate the classes of cases where 

lifting the veil is permissible, since that must necessarily depend on the relevant 

statutory or other provisions, the object sought to be achieved, impugned 

conduct, the involvement of the element of public interest, the effect on parties 

who may be affected etc. In the case of PC Agarwal-vs.-Payment of Wages 

Inspector reported in (2005) 8 SCC 104 the Hon’ble Supreme Court referred 

to Palmer’s Company Law (supra) and Gower’s Modern Company Law (Supra) 
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and reiterated the view expressed in the case of TELCO.-vs.- State of Bihar 

(supra). (22) It will, thus, be seen from the discussion above that the approach 

of the Court in cracking open the artificial corporate veil is rather cautious and 

circumspect. Only under extreme circumstances the Court pierces the corporate 

veil of a limited company or a corporation to prevent fraud, evasion of tax 

trading with the enemy, etc. 

 

The High Court concluded that the petitioner was indulging in any such 

wrongful activity which warranted lifting of the company’s corporate veil. The 

petitioner company and the respondent  firm are clearly separate legal entities 

and a claim raised on the respondent firm by the Commissioner of Commercial 

Taxes could not be met by the  bank by debiting the account of the petitioner 

company. Such an act was blatantly wrongful and unsustainable in law.  

 

Further, it is exclusively in the domain of the courts to decide whether or not 

to ignore the independent personality of a company. If banks and other public 

authorities are allowed to lift the corporate veil as per their own sweet whims 

and wishes, the same would create a chaotic situation and would have an 

extremely adverse impact on the commercial system.  

 

In conclusion the petition was allowed and bank was compelled to return the 

principal amount of Rs. 6,03,368.40 along with 12 per cent interest  per annum 

from 16th January, 2004 till January 2016. Challenge to the order made at the 

Division bench and ultimately at the Supreme Court was turned down. 

 

CONCLUSION 

 

 In view of the solemn order of the Supreme Court the proposition of law as 

made out supra are now part of a dicta under Article 141 of the Constitution of 

India. This judgment is useful for similar victims due to atrocity from financial 

institutions. 
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