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1. Thi s appeal, by Special Leave, has been preferred agai nst the

j udgrment and order dated 25.5. 2001 of Del hi H gh Court whereby the

Second Appeal preferred by the appellant was di sm ssed and the judgnent

and order dated 8.4.1996 of the Rent Control Tribunal directing eviction of
the appellant fromthe prem ses in dispute was affirmed.

2. Shri Atnma Ram Chadha, predecessor-in-interest of respondent Nos. 1
to 13 (hereinafter referred to as the 'landlord ) let out Shop No. 13/14
(Private No. 15) Block’C, Cannaught Place, New Del hi to Ms. Singer

Sewi ng Machi ne Conpany, incorporated under the laws of the State of New
Jersey, USA, (hereinafter referred to as ’'Anerican Conpany’), at a rental of
Rs. 1200/- per nonth vide a registered | ease deed dated 11.7.1966. In the
year 1982, the landlord filed an eviction petition on the ground, inter alia,
that the Anmerican Conpany, w thout obtaining any witten consent fromthe

| andl ord, had parted with the possession of the prem ses in dispute in favour
of I ndian Sewi ng Machi ne Conpany Limted, incorporated under the

I ndi an Compani es Act (hereinafter referred to as Indian Company™), and it
was the said conpany which was in exclusive possession of the prem ses

and thereby it was liable for eviction in view of Section 14(1)(b) of the
Del hi Rent Control Act (hereinafter referred to as the 'Act’). The eviction
petition was contested by the appellant on the ground, inter alia, that a
direction was issued to the American Comnpany to reduce its share capital to
40 per cent in order to carry on business in India in view of Section 29 of
For ei gn Exchange Regul ation Act, 1973 (hereinafter referred to as ' FERA').
Accordi ngly, Company Petition bearing No. 66 of 1981 was filed by the

I ndi an Conpany before the Bonmbay Hi gh Court under Sections 391 and

394 of the Companies Act which was allowed on 31.12.1981, and a schene

of amal gamati on was sancti oned whereby the undertaking in India of the

Ameri can Conpany was amal gamated with the Indian Company. Under the

schene of amal gamati on the whol e of the business, property, undertaking,
assets, including | eases, rights of tenancy, occupancy etc stood transferred to
and vested in the Indian Sewi ng Machi ne Conpany, nanely, the Indian

Conpany. It was subnitted that the Indian Conpany is no other entity

except the legal substitute of the American Conpany and in substance there
is no case of sub-tenancy. The Additional Rent Controller, Delhi dismssed
the eviction petition by the judgnment and order dated 6.2.1995, but this was
reversed by the Rent Control Tribunal in the appeal preferred by the

| andl ord and eviction petition was all owed. The Second Appeal preferred

by the appellant was dismi ssed by the High Court on 25.5.2001. During the
pendency of the appeal before the Rent Control Tribunal, the name of Ms.

I ndi an Sewi ng Machi ne Conpany was changed as Singer India Limted
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which is the appellant herein.

3. Shri Anil Divan, |earned senior counsel for the appellant, has
submitted that at the relevant tinme Section 29 of FERA provided that a
conpany (other than a banki ng conmpany) which is not incorporated under

any law in force in India or any branch of such conpany, shall not, except
with a general or special perm ssion of the Reserve Bank, carry on in India
or establish in India a branch, office or other place of business for carrying
on any activity of a trading, comercial or industrial nature, other than an
activity for the carrying on of which perm ssion of the Reserve Bank had

been obt ai ned under Section 28. Accordingly, a direction was issued by the
Reserve Bank to the Anerican Conpany to reduce its equity capital to 40

per cent. In view of this direction, a Conpany Petition was filed under
Sections 391 and 394 of the Conpanies Act in the Bonbay H gh Court for
sanctioning a schene of “anal ganati on whi ch was all owed and the

Ameri can Conpany got amal gamated with the Indian Conpany. Learned

counsel has subnmitted that it was not a voluntary transfer of undertaking, but
t he amal gamation of the original |essee, nanely, the American Conpany

with the I'ndi an Conpany had to be resorted to under conpul sion of |aw

with a viewto secure conpliance of the provisions of FERA and the

directions issued by the Reserve Bank of |India and, therefore, Section 14(1)
(b) of the Act would not be attracted. Learned counsel has further subnmitted
that in the peculiar facts of the present case, Section 14(1)(b) of the Del hi
Rent Control Act should not be literally construed but a purposive
construction should be given. Reference in this connection has been made

to a decision of Delhi High Court in Telesound India Ltd. In re. 1983 (53)
Conpany Cases 926 wherein it has beenheld that the effect of an order of

amal gamati on passed under Section 394 of the Conpanies Act is that the
rights, properties and the liabilities of the transferor conpany become the
rights, property and liabilities of the transferee-conpany and it is neither an
assi gnment of right or property nor an assignment of the property by the
conpany. On anml gamation, the transferor-conpany nerges into the
transferee-conpany shedding its corporate shell, but for all practica
purposes remmining alive and thriving as part of the larger whole. The
transferor-conpany is dissolved not because it has died or ceased to exist,
but because for all practical purposes it has nerged i nto another corporate
shel | . Learned counsel has thus submtted that what shoul d be | ooked into
is the substance of the matter and in view of the aforesaid legal position
only the corporate shell of the American Conpany has been shed or

renmoved, but it is still alive and thriving as part of the Indian Conpany and
consequently there was no sub-letting or parting with possession so as to
attract the provision of Section 14(1)(b) of the Act. Shri Divan has al so
referred to G K Bhatnagar vs. Abdul Alim 2002(9) SCC 516 and Parvi nder

Si ngh vs. Renu Gautam and ot hers 2004(4) SCC 794 wherein w th reference

to creation of partnership by a tenant it was held that if the user and contro
of the tenancy premn ses has been parted with and a deed of partnership has
been drawn up as an indirect nethod of collecting the consideration for
creation of sub-tenancy or for providing a cloak or cover to conceal a
transaction not permtted by |aw, the court is not estopped fromtearing the
veil of partnership and finding out the real nature of 'transaction entered into
bet ween the tenant and the all eged sub-tenant. Reference has al so been

made to a decision of a Single Judge of Delhi H gh Court in Vishwa Nath

vs. Chaman Lal Khanna AIR 1975 Del hi 117 wherein it was held that if an

i ndi vidual takes a premi ses on rent and then converts his sole proprietorship
concern into a private limted conpany in which he has the controlling
interest, it would not anmpunt to parting with possession with any one as he
continues to be in possession of the prem ses and as such he does not

becone liable for eviction under Section 14(1)(b) of the Act. Lear ned
counsel has further submtted that as the Company Petition for sanctioning
the schene of amal gamation was filed in order to secure conpliance with

I aw, nanely, to reduce the equity capital of the American Conpany to 40

per cent and as the "lease, rights of tenancy or occupancy" of the said
conpany got vested with the Indian Conpany in view of the sanction

granted by the Bonbay Hi gh Court i.e. under the orders of the Court, the
principle laid down by this Court in H ndustan Petrol eum Corporation Ltd
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and anot her vs. Shyam Co-operative Housing Society and others 1988 (4)

SCC 747 will be applicable and no order of eviction can be passed agai nst

the appel |l ant.

4. Shri Dushyant Dave, |earned senior counsel for the respondent, has
submitted that the argument that it was not the voluntary act of the

Ameri can Conpany whereunder its |easehold rights, rights of tenancy or
occupancy got transferred to or vested in the Indian Conpany is wholly
fallacious. The direction issued by the Reserve Bank of India for ensuring
conpl i ance of Section 29 of FERA was nerely to reduce the equity capita

of the American Company to 40 per cent and this could be achi eved by

various nodes permissible in | aw No such direction had been issued by

the Reserve Bank to the American Company for getting itself amal gamated

with an Indian Conpany. ‘The American Conpany voluntarily subnmitted to

a schene of amml gamation with the I ndian Conpany in the Conpany

Petition before the Bonbay H gh Court whereunder its 'lease, right of

tenancy or occupancy’ got vested with the |Indian Conpany. After the
sanction of schene of amal gamation, the American Conpany conpletely

lost its identity and it was the Indian Conpany which canme into possession

of the prem ses in dispute and, therefore, the provisions of Section 14(1)(b)
of the Del hi” Rent Control Act were clearly attracted and the order for
eviction had rightly been passed. Learned counsel has also subnmitted that it
is awll-settled principle of interpretation that the words of a statute nust
be interpreted in their ordinary granmatical sense unless there be sonething
in the context or in the object of the statute in which they occur or in the
circunstances in whichthey are used to show that they were used in a

speci al sense different fromtheir ordinary gramatical sense, and the

golden rule is that the words of a stature nust, prima facie be given their
ordinary neaning. 'On a plain reading of the provision, it is urged, sub-
letting, assigning or otherw se parting with possession of the whole or any
part of the prem ses w thout obtaining the consent in witing fromthe

| andl ord woul d render the tenant liable for eviction. 1t has thus been urged
that in view of the fact that the American Conpany transferred the | ease and
occupancy rights to the Indian Conpany, the order for eviction passed

agai nst the appellant was perfectly justified. Shri Dave has also subnitted
that the controversy raised in the present appeal has already been considered
in several decisions by this Court and there is absolutely no reason to depart
fromthe view taken therein.

5. Bef ore adverting to the contentions raised at the Bar, it will be
convenient to reproduce Section 14(1)(b) of the Act, which reads as under
" 14. Protection of tenant against eviction.-- (1)

Not wi t hst andi ng anything to the contrary contained in
any other law or contract, no order or decree for the
recovery of possession of any prem ses shall be nade by
any court or Controller in favour of the |andl ord against
a tenant:

Provided that the Controller may, on an

application nade to himin the prescribed manner, make
an order for the recovery of possession of the prenises
on one or nore of the follow ng grounds only, nanely --

(a) \ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005

(b) that the tenant has, on or after the 9th day of June,
1952 sub-let, assigned or otherwi se parted with the
possessi on of the whole or any part of the prem ses
wi t hout obtaining the consent in witing of the
| andl or d\ 005\ 005. . "

\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005

There is no anbiguity in the Section and it clearly says that if, w thout
obtaining the consent in witing of the landlord the tenant has, on or after
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9.6.1952, (i) sub-let, or (ii) assigned, or (iii) otherwi se parted with the
possessi on of the whole or any part of the premi ses, he would be |iable for
eviction. The applicability of the Section depends upon occurrence of a
factual situation, nanely, sub-letting or assignment or otherw se parting

wi th possession of the whole or any part of the premises by the tenant.
VWhether it is a voluntary act of the tenant or otherw se and al so the reasons
for doing so are wholly irrelevant and can have no bearing. This view finds
support froman earlier decision rendered in Ms. Parasram Harnand Rao vs.
Ms. Shanti Prasad Narinder Kumar Jain and another AR 1980 SC 1655

wherein Section 14(1)(b) of Delhi Rent Control Act came up for

consi deration. The tenant in the prem ses, was Laxm Bank, which was
ordered to be wound up and in that w nding up proceeding, the Court

appoi nted an O ficial Liquidator who sold the tenancy rights in favour of
S.N. Jain on 16.2.1961. The sale was confirnmed by the H gh Court and, as a
result thereof, S. N Jain took possession of the prenises. Thereafter, the
landlord filed a petition for eviction of Laxm Bank. The H gh Court held
that as the transfer in favour of S.N Jain by the Oficial Liquidator was
confirmed by the Court, he acquired the status of the tenant by operation of
| aw and, therefore, the transfer of the tenancy rights was an involuntary
transfer ‘and the provision of Section 14(1)(b) of the Act would not be
attracted. Reversing the judgnent, this Court held that the Oficia

Li qui dator had nerely steppedinto the shoes of Laxm Bank which was the
original tenant and even if the O ficial Liquidator had transferred the
tenancy interest to S.N. _-Jain under the orders of the Court, it was on behal f
of the original tenant. It was further held that the sale was a voluntary sal e,
which clearly was within the m schief of the Section, and assuming that the
sale by the O ficial Liquidator was an involuntary sale, it undoubtedly
becane an assi gnnent ‘as provided by Section 14(1)(b) of the Act. The

Court further held that the | anguage of Section 14(1)(b) is w de enough not
only to include any sub-| ease but even an assignment or any other nopde by
whi ch possession of the tenanted premi ses is parted and the provision does
not exclude even an involuntary sale.

6. It is also necessary to take note of sone clauses of the schene of
amal gamati on whi ch was sanctioned by the Bonbay Hi gh Court on

31.12.1981. In the schenme "Transferor Conpany” means the undertaking in

I ndi a of Singer Sew ng Machi ne Conpany, a conpany i ncorporated under

the laws of the State of New Jersey, USA, the "Transferee Conpany" neans

I ndi an Sewi ng Machi ne Conpany Linited, a conpany i ncorporated under

the Conpani es Act, 1956 and having its registered office at 207, Dadabhoy
Naoroji Road, Bonbay, and the "Appoi nted Day" nmeans 1.1.1982. The

rel evant part of clause (2) of the schene, which has a bearing on the
controversy, is being reproduced bel ow.

2. " Wth effect fromthe Appointed Day, except as
herei nafter stated, the whole of the business, property,
undert aki ng, assets, including | eases, rights of tenancy or
occupancy, instal nent receivabl es under hire purchase
contracts, benefits of |icences and quota rights of

what soever description and wheresoever of the

Transferor Conmpany shall without further act or deed, be
transferred to and vested in the Transferee Conpany so

as to becone fromthe appointed day, the business,
property, undertaking assets, including |eases, rights of
tenancy or occupancy, instalnment receivable under hire
purchase contracts, benefits of |icences and quota rights
of the Transferee Conpany" for all the estate and interest
of the transferor conpany therein, provided that 13,445
equity shares of \ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005\ 005. "

The effect of this clause is that with effect from 1. 1.1982 "| eases, rights of
tenancy or occupancy" of the Singer Sewi ng Machi ne Conpany (Anerican
Conpany) got vested with Ms. Indian Sewi ng Machi ne Conpany (I ndi an

Conpany) .
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7. The provision for facilitating reconstruction and anal ganati on of
conpani es i s made under Section 394 of the Conpanies Act. In an

amal gamation, two or nore conpanies are fused into one by nmerger or by
one taking over the other. Reconstruction or amal gamati on has no precise
| egal meaning. In Hal sbury’s Laws of England (4th Edn.) para 1539, the
attributes of anal ganati on of comnpani es have been stated as under

" Amal gamation is a blending of two or nore existing
undert aki ngs i nto one undertaking, the sharehol ders of
each bl endi ng conpany becom ng substantially the
sharehol ders in the conpany which is to carry on the

bl ended undertaki ngs. There may be amal gamati on

either by the transfer of two or nore undertakings to a
new conpany, or by the transfer of one or nore
undertakings to an existing company. Strictly

"amal gamati on" does not, it seems, cover the mere

acqui sition by a conpany of the share capital of other
conpani es ‘which remain in existence and continue their
undert aki'ngs, but the context to which the termis used
may show that it is intended to include such an

acqui sition.

The question whether a winding up is for the
pur poses of reconstruction or anal ganmati on depends
upon t he whol e of the circunstances of the wi nding up."

8. In Saraswati I ndustrial Undertaking vs. CIT Haryana AIR 1991 SC

70 (para 6), it has been held that there can be no doubt that when two
conpani es anal gamat e and nerge into one, the Transferor Conpany | oses

its identity as it ceases to have its business.  However, their respective
rights or liabilities are determ ned under the schene of amal gamati on, but
the corporate identity of the Transferor Conpany ceases to exist with effect
fromthe date the anmal ganation is nade effective. Therefore, in view of the
settled |l egal position, the original lessee, nanely, the American Conpany
ceased to exist with effect fromthe Appointed Day i.e. 1.1.1982 and
thereafter the Indian Conpany cane in possession and is in occupation of

the prem ses in dispute.

9. The effect of parting of possession of the tenanted premi ses as a result
of sanction of schene of anmal gamati on of conpani es under Section 394 of

the Conpani es Act by the H gh Court has also been considered in two

deci sions of this Court. In Ms. General Radio and Appliances Co. Ltd and
others vs. M A Khader 1986 (2) SCC 656, which is a decision by a bench

of three | earned Judges, the prem ses had been let out'to Ms. Ceneral Radio

and Appliances Co. Ltd. On account of a schenme of amal ganmation

sanctioned by the H gh Court under Sections 391 and 394 of the Compani es

Act, all property, rights and powers of every description including tenancy
right, held by Ms. General Radio and Appliances Co. Ltd. had been

bl ended with Ms. National Ekco Radi o & Engi neering Co., Ltd. Ther eaft er
the landlord instituted proceedings for eviction on-the ground of
unaut hori zed sub-letting. It was urged on behalf of the original tenant that

the amal gamati on of Ms. General Radio and Appliances Co. Ltd (appell ant
No. 1) with Ms. National Ekco Radi o & Engi neering Co. Ltd. (appellant

No. 2) was an involuntary one which had been brought into being on the
basis of the order passed by the Hi gh Court under Sections 391 and 394 of
the Conpani es Act and that the appellant No. 1 Conpany had not been

wound up and /or |iquidated, but had been nerely bl ended with appellant

No. 2 on the basis of the order of the Court and consequently there was no
sub-letting by appellant No. 1 Conmpany to appellant No. 2 Conpany. It
was al so urged that appellant No. 1 Conpany had not becone extinct but

had been nerged and/or bl ended with appellant No. 2 Conpany. It was

held that the order of amal gamati on was nmade by the Hi gh Court on the
basis of the petition filed by the Transferor Conpany in the Conpany
Petition and, therefore, it cannot be said that this is an involuntary transfer
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effected by the order of the Court. It was further held that appellant No. 1
Conpany was no longer in existence in the eyes of law and it had effaced
itself for all practical purposes. The appellant No. 2 Conpany i.e., the
Transferee Conpany, was not a tenant in respect of the suit prem ses and it
was appellant No. 1 Company whi ch had transferred possession of the suit

prem ses in favour of the appellant No. 2 Conpany. The Court further took

the view that under the relevant Act, there was no express provision that in
case of any involuntary transfer or transfer of the tenancy right by virtue of
a schenme of amml gamati on sanctioned by the Hi gh Court by its order under

Sections 391 and 394 of the Conpanies Act, such a transfer will not cone
within the purview of Section 10(ii)(a) of Andhra Pradesh Buil ding (Lease,
Rent and Eviction) Contraol Act. On this finding, it was held that the

appel l ant was liable for eviction

10. Cox & Kings Ltd. and another vs. Chander Mal hotra 1997 (2) SCC
687 is also a decision by a bench of three | earned Judges and arose out of
proceedi ngs for eviction under Section 14(1)(b) of Delhi Rent Control Act.
Here, the prem ses were given on |ease to Cox & Kings (AGENTS)

Limted, a conpany incorporated under the United Ki ngdom Conpani es

Act (for 'short, "Foreign Conpany"). A petition for eviction was filed on
several grounds and one of “'the grounds was of sub-letting to Cox & Kings
Limted, a conpany regi stered under the |Indian Conpani es Act (for short an
"I ndi an Conpany"). It was contended on behalf of the appellant that in

vi ew of Section 29 of FERA, the Foreign Conpany was required to obtain
witten pernmission/'fromthe Reserve Bank of India to carry on business.

The said perm ssion was sought for but was refused. As a consequence, the
I ndi an Conpany, nanely, Cox & Kings Limted was floated in which the
Forei gn Conpany sought to have 100 per cent shares, but on refusal of

perm ssion had only 40 per cent of shares in the business to which approva
was given by the Reserve Bank of ‘1ndia. Thereafter, the Indian Conpany
carried on business in the sane premses. It was urged that as the transfer of
| easehol d interest fromthe Forei gn Conpany to the Indian Conpany was by
conpul sion, it was an involuntary one and, therefore, it was not a case of
sub-letting within the meani ng of Section 14(1)(b) of the Act. It was held
that under FERA, there was no conpul sion that the prem ses denmised to the
For ei gn Conpany shoul d be continued or given to the Indian Conpany. On

the ot her hand, under the agreenent executed between the Foreign

Conpany and the | ndian Conpany, incidental to the assignnent-of the

busi ness as a growi ng concern, the Foreign Conmpany al so assigned the

nont hly and ot her tenancies and all rented prem ses of the assignor in India
to the I ndian Conpany. The Court, accordingly, concludedthat though by
operation of FERA the Forei gn Conpany had wound up its business, but

under the agreenent it had assigned the | easehold interest in the dem sed
prem ses to the Indian Conpany which was carrying on the sane business

in the tenanted prenises w thout obtaining the witten consent of the

| andl ord and, therefore, it was a clear case of sub-letting. After referring to
the earlier decisions in Ms. Parasram Harnand Rao vs. Ms. Shanti Prasad
Nari nder Kumar Jain (supra) and Ms. General Radio and Appliances Co.

Ltd. vs. M A Khader (supra), the Court ruled that it was a case of

assi gnment by the Foreign Conpany to the Indian Conpany which

amounted to sub-letting within the neaning of Section 14(1)(b) of the Act
and the decree for eviction was affirmed.

11. These cases clearly hold that even if there is an order of a Court
sanctioning the scheme of anmal gamati on under Sections 391 and 394 of the
Conpani es Act whereunder the |eases, rights of tenancy or occupancy of the
Transferor Conmpany get vested in and beconme the property of the

Transferee Conpany, it would make no difference in so far as the
applicability of Section 14(1)(b) is concerned, as the Act does not mmke any
exception in favour of a | essee who may have adopted such a course of
action in order to secure conpliance of |aw.

12. Madr as Bangal ore Transport Co. (West) vs. Inder Singh and others
1986(3) SCC 62 cited by Shri Divan, does not advance the case of the
appel | ant either as, here, the Court on the basis of material on record found
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as a fact that the Limted Conpany was fornmed with the partners of the
existing tenant firmas Directors and both the firmand the conpany were
operating fromthe sanme place, each acting as agent of the other. It was also
found as a fact that the conmpany was only an 'alter ego’ or a 'corporate
reflection’” of the tenant firmand the two were for all practical purposes
havi ng substantial identity and, consequently, there was no sub-letting,
assignment or parting with possession of the premises by the firmto the
conpany so as to attract Section 14(1)(b) of the Act. Thi s case has been
deci ded purely on facts peculiar to it and no principle of |aw has been laid
down. The position in H ndustan Petrol eum Corporation Ltd and anot her vs.
Shyam Co- operative Housing Soci ety and others 1988(4) SCC 747 cited by

| earned counsel for the appellant has hardly any application here. 1t is not a
case of amal gamati on of two conpani es but acquisition of undertaking of a
Forei gn Conpany by the Central Governnent. Section 5 of Esso

(Acquisition of Undertakings in India) Act, 1974 provi ded that where any
property is held in I'ndia by Esso under any |ease or under any right of
tenancy, the Central Governnent-shall, on fromthe appointed day be

deened to have becone the | essee or tenant, as the case may be, in respect
of such property asif the lease or tenancy in relation to such property had
been granted to the Central Governnent, and thereupon all the rights under
such | ease or tenancy shall be deenmed to have been transferred to and vested
in the Central Governnent. In view of this statutory provision, the Centra
government, by operation of | aw, becanme the tenant of all such properties
whi ch were being hel'd by Esso under any lease or any right of tenancy.

There is no statutory enactnent here which may give any kind of protection
to the appellant.

13. Shri Divan has next contended that on anal gamati on Singer Sew ng
Machi ne Conpany (Anerican Conpany) rmnerged into I'ndian Sew ng

Machi ne Conpany (I ndian Conpany) shedding its corporate shell, but for

all practical purposes renmained alive and thriving as part of the |arger

whole. He has submitted that this Court should Iift the corporate veil and
see who are the directors and sharehol ders of the Transferee Conpany and

who are in real control of the affairs of the said conpany and if it is done it
will be evident there has been no sub-letting or parting with possession by
the Anmerican Conpany.

14. In Pal mer’s Conpany Law (24th Edn), in chapter 18, para 2 onwards
sone i nstances have been given in which the nodern company | aw

di sregards the principle that the conpany is an i ndependent l'egal entity and
al so when the Courts would be inclined to |lift the corporate veil and the

i mportant ones being in relation to the lawrelating totrading with eneny
where the test of control is adopted and al so where the device of

i ncorporation is used for sone illegal or inmproper purpose. |In Gower’s
Principle of Mbodern Conpany Law (4th Edn), in chapter 6, the topic of

[ifting the veil has been discussed. The |earned author has said that there is
no consi stent principle beyond a refusal by the | egislature and the judiciary
to apply the logic of the principle laid down in Solonbn’s case where it is
too flagrantly opposed to justice, convenience or the interest of the
Revenue. In the cases where veil is lifted, the | aw either goes behind the
corporate personality to the individual nmenbers, or-ignores the separate
personality of each conpany in favour of the economic entity or ignores the
separate personality in favour of the econonmic entity constituted by a group
of associ ated conpanies. The principal grounds where such a course of

action can be adopted are to protect the interest of the Revenue and al so
where the corporate personality is being blatantly used as a cloak for fraud
or inproper conduct.

15. The question of lifting the corporate veil was exam ned by a
Constitution Bench in Tata Engi neering and Loconotive Co. Ltd etc. vs.

The State of Bihar and others AIR 1965 SC 40. The Court observed that

the doctrine of lifting of the veil postulates the existence of dualism between
the corporation or conpany on the one hand and its nmenbers or

sharehol ders on the other. After review of a nunber of authorities and
standard books, the paraneters where the said doctrine could be applied
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were indicated in consonance with the principles indicated in the preceding
par agr aph. In Del hi Devel opnent Authority vs. Skipper Construction
Conpany (P) Ltd. and another AIR 1996 SC 2005, M. Justice B. P. Jeevan
Reddy has exani ned the question in considerable detail and it will be usefu
to reproduce the rel evant paragraph of the judgnent which is as under

Para 24. " Lifting the corporate veil

In Aron Sal onon v. Sal onron & Conpany Limted
(1897) Appeal Case 22), the House of Lords had
observed, "the conpany is at law a different person
al together fromthe subscriber\005..; and though it may be
that after incorporation the business is precisely the sane
as it was before and the sane persons are nmanagers and
the sanme hands received the profits, the conpany is not
in |aw agent of the subscribers or trustee for them Nor
are the subscribers as nenbers liable, in any shape or
form except to the extent and in the manner provided by
that Act". Since then, however, the Courts have come to
recogni ze several exceptions to the said rule. Wile it is
not necessary to refer to all of them the one relevant to
us is "when the corporate personality is being blatantly
used as a cloak for fraud or inmproper conduct"” (CGower:
Moder n Conmpany Law \ 026 4th Edn. (1979) at P. 137)
Penni ngt on (Conpany Law V026 5th Edn. 1985 at P.53) also
states that "where the protection of public interests is of
par amount i nportance or where the conpany has been
fornmed to evade obligations inposed by the law', the
Court will disregard the corporate veil \005\005\005\ 005"

It was held that, broadly, where a fraud is intended to be prevented, or
trading with eneny is sought to be defeated, the veil of corporationis lifted
by judicial decisions and the shareholders are held to be ’'persons who
actually work for the corporation’ .. The main principle on which such a

course of action can be taken was stated in paragraph 28 of the report and

the relevant part thereof is being reproduced bel ow

"28. The concept of corporate entity was evolved to
encourage and pronote trade and conmerce but not to

conmit illegalities or to defraud people. \Were,
therefore, the corporate character is enployed for the
purpose of commtting illegality or for defrauding others,

the Court would ignore the corporate character and w Il

| ook at the reality behind the corporate veil so as'to

enable it to pass appropriate orders to do justice between

the parties concerned\ 005\ 005.."

16. However, it has nowhere been held that such a course of action is

open to the conpany itself. It is not open to the Conpany to ask for

unveiling its own cloak and exam ne as to who are the directors and

sharehol ders and who are in reality controlling the affairs of the Conpany.
This is not the case of the appellant nor could it possibly be that the
corporate character is enployed for the purpose of comtting illegality or

def raudi ng ot hers. It is not open to the appellant to contend that for the
pur pose of FERA, the Anmerican Conpany has effaced itself and has ceased

to exist but for the purpose of Delhi Rent Control Act, it is still in existence
Therefore, it is not possible to hold that it is the American Conpany which

is still in existence and is in possession of the premises in question. On the
contrary, the inescapable conclusion is that it is the Indian Conpany which

is in occupation and is carrying on business in the prem ses in question
rendering the appellant liable for eviction

17. Cvil Appeal No. 388 of 2004 has been filed by Ms. Singer Conpany
of USA (Anerican Conpany). The Anerican Conpany did not chall enge

the order of the Rent Control Tribunal by filing a Second Appeal in the

Hi gh Court. Even otherw se, the grounds for chall enge are the sane, which
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we have al ready di scussed above.

No. 387 of 2004 and

18. For the reasons nentioned above, Cvil Appea
G vil Appeal No. 388 of 2004 are disnissed with costs.
19. The appellant in Cvil Appeal No. 387 of 2004 is granted three

nont hs’

time to vacate the prem ses subject to its filing usua

before the Rent Controller

undert aki ng




