
DOCTRINE OF LIFTING OF OR PIERCING 
THE CORPORATE VEIL: 

• The separate personality of a company is a statutory
privilege and it must be used for legitimate business
purposes only. Where a fraudulent and dishonest use is
made of the legal entity, the individuals concerned will
not be allowed to take shelter behind the corporate
personality. The Court will break through the corporate
shell and apply the principle/doctrine of what is called
as “lifting of or piercing the corporate veil”. The Court
will look behind the corporate entity and take action as
though no entity separate from the members existed
and make the members or the controlling persons
liable for debts and obligations of the company.



Statutory Recognition of Lifting of 
Corporate Veil:

• The Companies Act, 2013 itself contains some
provisions [Sections 7(7), 251(1) and 339] which
lift the corporate veil to reach the real forces of
action. Section 7(7) deals with punishment for
incorporation of company by furnishing false
information; Section 251(1) deals with liability for
making fraudulent application for removal of
name of company from the register of companies
and Section 339 deals with liability for fraudulent
conduct of business during the course of winding
up.



Lifting of Corporate Veil under Judicial 
Interpretation: 

• Ever since the decision in Salomon v. Salomon
& Co. Ltd., (1897) A.C. 22, normally Courts are
reluctant or at least very cautious to lift the
veil of corporate personality to see the real
persons behind it. Nevertheless, Courts have
found it necessary to disregard the separate
personality of a company in the following
situations:



• Where the corporate veil has been used for
commission of fraud or improper conduct. In
such a situation, Courts have lifted the veil
and looked at the realities of the situation.

• Where a corporate facade is really only an
agency instrumentality.

• Where the conduct conflicts with public
policy, courts lifted the corporate veil for
protecting the public policy.


