DELHI POLLUTION CONTROL COMMITTEE VS. LODHI PROPERTY CO. LTD. ETC.

The Supreme Court recently addressed a crucial legal question regarding the powers of
environmental regulators, specifically the Delhi Pollution Control Committee (DPCC)and
similar bodies. The case centres on whether these regulatory bodies can impose and collect
compensation from anyone violating environmental norms. The Court’s ruling overturned a
previous judgment of the Delhi High Court, which had held that the DPCC was not
empowered to levy such damages.

The crux of the dispute revolved around the interpretation of Section 33A of the Water
(Prevention and Control of Pollution) Act, 1974 and Section 31A of the Air (Prevention and
Control of Pollution) Act, 1981. The High Court's earlier decision argued that levying
compensatory damages was a form of penalty, and thus, the procedure for imposing
penalties outlined in the respective acts' penal chapters must be followed. This created a
roadblock for environmental boards seeking to hold polluters accountable.

The High Court's previous ruling stated that imposing compensatory damages was a form of
penalty. Therefore, it required that the specific procedures for penalties, as outlined in the
acts' penal chapters, be followed. This decision essentially hindered environmental boards
from holding polluters accountable in a timely and effective way.

BACKGROUND

The legal dispute began when the Ministry of Environment, Forest and Climate Change
(MOEFCC) directed the DPCC to act against several residential and commercial properties as
well as shopping complexes operating in violation of the environmental regulations. They
had proceeded with construction without obtaining the compulsory "consent to establish"
and "consent to operate" certificates under the Water and Air Acts.

The DPCC issued show cause notices to these properties which were subsequently
challenged through a series of 38 writ petitions in the Delhi High Court. This challenge
culminated in the case of Splendor Landbase Ltd vs. DPCC where a single bench judge
considered the question of whether a State board could levy a financial sum or ask for a
bank guarantee as a condition for granting consent. The decision in this particular case and
the others that followed, set the tone for the current appeal before the Supreme Court. The
verdict of the top court has now clarified the powers of the environmental boards,
confirming their ability to impose restitutionary or compensatory damages, as long as they

adhere to the established guidelines.



IMPUGNED ORDER OF THE DIVISION BENCH

The Division Bench of the High Court ruled that the Delhi Pollution Control Committee
(DPCC) does not have the legal right to impose penalties or demand bank guarantees under
the Water and Air Act. The court stated that the power to levy penalties and environmental
offences rests exclusively with the courts. The DPCC is authorized to only file complaints, not
impose fines directly. The court upheld the decision to discharge all bank guarantees and
return any penalties that had been collected earlier by the DPCC.

APPELLANT'S SUBMISSIONS (ON BEHALF OF THE DPCC)

The counsel for the appellant DPCC argued that the ruling of the High Court was incorrect,
contending that State Boards should have the authority to impose environmental damages
under Sections 33A and 31A of the Water and Air Acts. His argument was based on the
principle of “Polluter Pays” which is a separate concept from the legal authority required for
levying taxes and penalties and hence allows for the imposition of such damages.
RESPONDENT’S SUBMISSIONS

The respondents argued that the DPCC's power is limited and does not include the authority
to levy penalties or damages. They asserted that while State Boards can issue directions, any
non-compliance of the rules has to be addressed legally, as the Water and Air Act specifies
that penalties can only be imposed by a court after a trial. They further contended that the
principle of "Polluter Pays" does not override these specific legal provisions, and that the
rules governing the Acts do not mention monetary penalties. They pointed to a Supreme
Court precedent (M.C. Mehta v. Kamal Nath) and the specific language of the laws, which
they said must be followed exactly as written. They also noted that recent legal changes
created a new role—an Adjudicating Officer—to handle penalties, which they argued
further proves that the DPCC never had this power to begin with.

The Supreme Court overturned the High Court's decision, holding that the Pollution Control
Boards do have the power to impose environmental damages and require bank guarantees.
The Court's reasoning centred on a broad interpretation of Sections 33A and 31A of the
Water and Air Acts.

JUDGMENT

The Supreme Court disagreed with the High Court's narrow view of the Boards' authority. It
stated that the Boards have the authorization to issue directions for environmental

restoration, which includes imposing penalties, collecting compensatory damages or



demanding bank guarantees. The Court clarified that this power is compensatory and

restitutionary in nature and not punitive. It is meant to address actual or potential

environmental harm. The court also affirmed that penalties for offences remain the domain

of courts and Adjudicating Officers.

KEY REASONS FOR THE SUPREME COURT'S DECISION

Broad Interpretation of Law: The Court was of the opinion that interpreting the law
too narrowly would prevent environmental boards from effectively discharging their
duties and doing their jobs. It held that the "Polluter Pays" principle allows these
boards to take action to restore the environment.

Distinction Between Compensation and Penalty: The Court made a clear distinction
between compensatory damages which are intended to fix environmental harm,
whereas penalties are meant to punish an offender. The former can be imposed by
Boards, while the latter is handled by courts and Adjudicating Officers. The Courts
revealed that penalties collected under these Acts are deposited into a general
Environmental Protection Fund and not necessarily used for clean-up of the specified
site.

Decriminalization and Adjudicating Officer: The court took into account the recent
2024 amendments to the Acts, which decriminalized certain offences, and created
the role of an Adjudicating Officer to impose penalties. It found no conflict, stating
that the Adjudicating Officer's role is to impose a punitive penalty, while the Board's
role is to seek compensatory damages.

Transparency and Non-Arbitrariness: while granting the Boards these powers, the
Court also stressed the need for transparency and directed the Boards to create
clear rules and regulations for how environmental damages are to be collected, so
that the process is fair.

No Revival of Old Notices: The Court, while siding with the DPCC on the legal
principle, chose not to reinstate the original 2006 notices. It directed that any money
collected from the companies had to be refunded. This was because the ruling was
meant to set a precedent for future cases, not to punish the companies in this

specific instance.



