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EVOLUTION 

 

The doctrine of lifting the corporate veil has been traced from 1877 in the case 

Saloman V. Saloman & Co. Ltd., (1897) A.C. 22. From 1897 to 1966, this doctrine has 

experimented with different approaches. Later, from 1966 to 1989 the rules laid down 

in Salomon’s case encouraged the doctrine of lifting the corporate veil. The doctrine 

of corporate veil is the principle of common law which has its applicability in India. 

 

 

DOCTRINE OF LIFTING THE CORPORATE VEIL 

 

The doctrine of lifting the corporate veil means the owners or shareholders or 

members are separated from the corporate personalities when the company is 

misused. This doctrine is wholly a corporate based law. Though a company is artificial 

in nature, it is a person in the eyes of law. As it needs a physical agency to run the 

company to attain its goal. When the owners or any members or shareholders in the 

company mislead its nature, by lifting the doctrine of the corporate veil the owners or 

shareholders or its members are treated as a separate entities from the company to 

find the true faces behind the company. 

 

This doctrine is a fiction in law which deals with the distinct entity associated with the 

body of persons. Normally, the company cannot be considered as a separate entity 

from its members as they are the beneficiaries of the company. When there is illegality 

or fraud in the company there invokes the doctrine of the corporate veil. In this case, 

the owners or shareholders or the members are personally liable for the debts and 

obligations of the companies. 

 

The doctrine of the corporate veil shall be lifted at the discretion of the court when 

the court ignores the company and concerns itself to the members of the company 

and depending upon the moral, financial, and economic factors of the corporation 

i.e piercing the corporate veil on setting aside the limited liability of the shareholders. 
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GROUNDS FOR LIFTING THE DOCTRINE OF THE CORPORATE VEIL 

 

The doctrine of the corporate veil can be lifted by, 

 Judicial Provisions 

 Judicial interpretation 

 

 

JUDICIAL PROVISIONS: 

 

 Non-compliance of the requirement of incorporation - The purpose of Sec. 464 

of the Companies Act, 2013 is to withdraw the advantages of the company 

when the incorporation is not maintained.  

 Fraudulent conduct - If the act is done to defraud the creditors of the company 

during winding up, the members who done such act are personally liable 

whoever knowingly parties to such fraudulent activities. 

 Name not properly described - In any act or contract when the name of the 

company is not fully or properly required under Sec.12 who have done such act 

or contract is personally liable. 

 

JUDICIAL INTERPRETATION: 

 

 Determination of Character - This doctrine is invoked to determine the 

character of the company, the court on its discretion examine the character of 

persons in relation to control of the corporate affairs.  

 Tax Evasion - It is the duty of every earning person to pay taxes. The company is 

no way exempted from this liability. If the company unlawfully avoided the tax 

duty, it is an offence. 

 To Prevent Fraud or Improper Conduct - The company cannot commit fraud or 

misconduct on its own as it needs human agency The court can uplift the 

doctrine of corporate veil in cases of fraud, misrepresentation, diversion of 

funds. 
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 Government companies - A company may sometime be considered as a 

trustee or agent of its members and the company lost its individuality in favor of 

its principle. 

 Sham Companies - The court may lift the corporate veil against the sham 

companies. Sham companies are mere cloaks and their personalities can be 

ignored to identify the true nature of the members. 

 Ultra-Vires Acts - Any act done outside the scope of the Memorandum of 

Understanding and Article of Association and companies Act, 2013 is said to be 

ultra vires, the court shall invoke the doctrine. 

 To Protect Public Policy - When the person is guilty of contravening the public 

polity or public interest the court can lift the doctrine of the corporate veil. 

  

 

CASE LAWS 

 

Case 1.  

Saloman V. Saloman & Co. Ltd. (1897) A.C. 22. 

 

The House of Lords laid down that the corporation has the separate legal entity which 

has its own name and separate common seal. The assets and liabilities are separated 

from its members.  

 

The liability of the member is limited to the capital invested by them. The personalities 

of the natural persons who are the companies corporators have to be ignored if the 

question arises on property, of acts done and rights acquired or liabilities assure. 

 

 

Case 2.  

Daimler Co. Ltd. Continental Tyre & Rubber Co. Ltd., (1917) 33 LQR 76. 

 

The House of Lords laid down that it may be assumed an enemy character when   

Page 4 



  

persons in de facto control of its affairs are residents in any enemy country or 

wherever resident are acting under the control of the enemies.  

 

Thus, if the action was proceed by the company it would lead to monstrous and 

against public policy. 

 

 

Case 3.  

Lee V. Lee’s Air Farming Ltd., 1961 AC 12: (1960) 3 WLR 758. 

 

Held - If the consent of the directors and shareholders results in misuse of the 

company’s money, they can be prosecuted for theft because the consent of the 

whole number may not be the consent of the company. 

 

 

Case 4.  

Dinshaw Maneckjee Petit, AIR 1927 Bom 371. 

 

Held - The company was formulated by the assessee himself to avoid super-tax and 

the company was nothing more than the assessee himself. 

 

 

Case 5.  

Gilford Motor Co. Ltd. V. Horne, 1933 Ch 935 (CA). 

 

Held - The company was mere a sham or cloak for the purpose of enabling the 

defendant to commit a breach of his covenant against solicitation. 

 

 

Case 6.  

LIC V. Escorts Ltd., (1986) 1 SCC 264. 
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Held - The Hon’ble Supreme Court refused to lift the corporate veil. The lifting of the 

corporate veil would be against the national interest it would discourage the flow of 

non-resident investment. 

 

 

Case 7.  

Arcelormittal India Private Ltd V. Satish Kumar Gupta And Others, (2019) 2 SCC 1. 

 

Held - where the statute itself lifts the corporate veil or where the protection of public 

interest is important or where a company is formed to evade obligations imposed by 

law, the court will disregard the corporate veil.  

 

Therefore, the doctrine of corporate veil is lifted even to the group of companies to 

look into the economic entity of the group as a whole. 

 

 

Case 8.  

Kuber (India) Sales Pvt. Ltd V. Govt. of Tripura, 2019 SCC ONLINE TRI 553. 

 

Held - The respondent unless and until lift the corporate veil, the dues cannot be 

recovered from the Private Limited Company.  

 

A registered company both private Limited or a public company has an independent 

identity and distinct from its members. The personal dues of the members or the 

directors cannot be recovered unless corporate veil is lifted. 

 

 

Case 9.  

Balwant Rai Saluja and Another V. Air India Limited and Others, 2015 AIR SC 375. 

 

Held - For piercing the veil of incorporation, mere ownership and control is not a  
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sufficient ground. It should be establish that the control and impropriety resulted in 

depriving the appellant legal rights. 

 

 

Case 10.  

Ashoke Mane V. CCE Mumbai I, E/43/2009. 

  

The corporate veil can be lifted when the corporate personality was used as a mask 

to evasion of tax where transaction where found to be sham or collusive or where the 

corporate personality was employed to circumvent statutory liability or to evade the 

tax liability. In this case, the veil can be lifted to find the real culprits.  

 

Therefore, it was held that even though there was no statutory provision to invoke veil, 

the circumstance so existing, lift the corporate veil to realize the tax from the partners 

or directors. 

 

 

 

DISCLAIMER 

This write up has been sent to you for information purposes only and is intended merely to highlight 

legal maxim. The information and/or observations contained in this issue do not constitute legal advice 

and should not be acted upon in any specific situation without appropriate legal advice. The views 

expressed in this issue do not necessarily constitute the final opinion of M/s.Wallcliffs Law Firm and 

should you have any queries in relation to any of the issues set out herein or on other areas of law, 

please feel free to contact us on mail@wallcliffs.com. 


