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Abstract

A corporate liability for energy-related environmental damages is a key area of environmental law, especially globally,
which is facing rising energy demand, the growing role of energy resource development and environmental issues. The
legal regime of corporate accountability for the environmental damage of energy companies and firms It concentrates on
the essential principles of tortious and statutory liability, specifically on negligence, nuisance and faultless liability. The
study further delves into critical legal mechanisms such as the Comprehensive Environmental Response, Compensation,
and Liability Act(CERCLA) in the US, the Environmental Liability Directive in the EU, and the Environment Protection
Act in India, and assesses their capacities in enforcing corporate accountability against environmental damage.

It also performs a comparative study of legal doctrine and regulatory responses in different jurisdictions. Consider, for
instance, U.S. environmental statutes like CERCLA that impose strict liability for releases of hazardous substances, and
the emphasis in the European Union on the "polluter pays" principle under the Environmental Liability Directive. The
changed legal fiction in India, as the great judgments like M.C. Such case laws are at the heart of the analysis the paper
carries out evaluating the approaches of the courts of different jurisdictions with regards to the issues related to holding
corporations responsible for environmental degradation through energy producing activities.

The paper also deals with corporate defences — the permit defence, corporate veil, and due diligence-defences — as well.
The paper ends with a glimmer of new trends in this respect, especially in the form of climate change litigation, and makes
some policy recommendations to improve the corporate accountability for environmental harm. By providing scholarly
scrutiny in this way, this Paper reiterates the necessity of concerted international legal regime and enforcement
mechanisms to enforce corporate accountability on environmental protection.

Introduction

Background

Corporate liability for energy-related environmental damages has become a central issue in modern
environmental law. As energy companies continue to play a dominant role in global economies, their
operations often result in significant environmental harm, such as oil spills, air and water pollution,
and habitat destruction. These environmental incidents raise critical questions regarding the extent to
which corporations can be held liable for damages caused by their activities, particularly in the energy
sector, which includes oil, gas, mining, and power generation.

Legal doctrines like negligence, nuisance, and strict liability, alongside statutory laws such as the
Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA) in the United
States and the Environmental Liability Directive in the European Union!, serve as mechanisms to
ensure accountability for corporations that cause environmental harm. In the U.S., CERCLA imposes
strict liability on corporations for the cleanup of hazardous substances, while in the EU, the
Environmental Liability Directive incorporates the "polluter pays" principle, which places the

“1 European Union, Environmental Liability Directive, 2004/35/EC (April 21, 2004)
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responsibility on corporations to prevent and remedy environmental damage caused by their
operations.?
Despite these frameworks, there are ongoing challenges in enforcing liability, particularly when it
comes to attributing responsibility to parent companies for damages caused by subsidiaries.
Additionally, corporate defenses, such as compliance with environmental permits or the corporate
veil, often complicate the process of holding corporations accountable. Courts worldwide, however,
have increasingly adopted stricter interpretations of corporate liability, reflecting a shift toward
recognizing the environmental and social responsibility of corporations.3
1.2 Research Objectives
The primary objective of this paper is to explore the scope and effectiveness of corporate liability in
energy-related environmental damages. It aims to critically examine the legal mechanisms available
to hold corporations accountable for the environmental harm caused by their energy-related activities.
Specifically, this paper seeks to achieve the following objectives:
1. To analyze the legal foundations of corporate liability in energy-related environmental
damages, focusing on tort law and statutory frameworks.
2. To conduct a comparative analysis of corporate liability across different jurisdictions, such as
the United States, European Union, and India.
3. To explore notable case laws that have shaped corporate responsibility in the energy sector.
4. To assess emerging trends, such as climate change litigation, and provide recommendations
for improving corporate liability frameworks.*
1.3 Methodology
This paper adopts a doctrinal research methodology, with a focus on legal analysis and comparative
study. The primary sources of data include statutory laws, judicial decisions, and legal commentaries.
The research relies on key pieces of legislation such as CERCLA in the United States, the
Environmental Liability Directive in the European Union, and India's Environmental Protection Act.
Through case law analysis, the paper examines landmark cases that have shaped the concept of
corporate liability in environmental law, such as M.C. Mehta v. Union of India’ and Vedanta
Resources plc v. Lungowe (United Kingdom).®
The comparative approach is used to analyze and contrast the legal frameworks in the United States,
the European Union, and India, identifying differences in the application of corporate liability
principles.” This comparison helps highlight the strengths and weaknesses of each jurisdiction in
addressing corporate responsibility for environmental damages.
Additionally, the paper incorporates a critical examination of corporate defenses, such as the permit
defense, the corporate veil, and the due diligence defense, using relevant case law to assess their
effectiveness in limiting or evading liability. Emerging trends in climate change litigation, including
lawsuits against corporations for their contribution to global warming, are also explored to assess
how evolving legal principles are reshaping corporate liability.? By combining statutory analysis, case
law, and comparative methods, this research aims to provide a comprehensive understanding of the

2 Robert V. Percival, Environmental Regulation: Law, Science, and Policy 7th ed. (Aspen Publishers 2017)

3 Douglas A. Kysar, "Climate Change, Corporate Social Responsibility, and the Limits of Voluntarism" 43 Environmental
Law 201 (2013)

4 David R. Boyd, "The Environmental Rights Revolution: A Global Study of Constitutions, Human Rights, and the
Environment" (UBC Press 2012)

> M.C. Mehta v. Union of India, (1987) 1 SCC 395

6 Vedanta Resources plc v. Lungowe, [2019] UKSC 20.

7 John G. Sprankling, "The International Environmental Law of Property" 53 Virginia Journal of International Law 225
(2013)

8 Michael J. Gerrard, "Global Climate Change and U.S. Law" (American Bar Association 2010)
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current state of corporate liability for energy-related environmental damages and offer practical
recommendations for improving legal frameworks to ensure greater corporate accountability.’
Legal Foundations of Corporate Liability

Corporate liability for energy-related environmental damages primarily hinges on two legal
principles: tortious liability and statutory liability. These concepts ensure that corporations,
particularly in the energy sector, bear responsibility for the environmental harm they cause. This
section provides an in-depth examination of these legal foundations, along with the international
frameworks that guide corporate accountability.

Tortious Liability

Tort law forms the cornerstone of corporate accountability in the context of environmental damage.
Corporations engaged in energy production are typically subject to tortious actions based on
negligence, nuisance, and strict liability. Tortious liability refers to the legal responsibility of a
corporation for harm caused by its actions or omissions that result in damage to property, individuals,
or the environment.

Negligence is the most commonly invoked tort in environmental liability cases. Under negligence, a
corporation is held liable if it fails to take reasonable care to avoid causing harm to the environment.
In energy production, this could include failure to maintain equipment, improper disposal of
hazardous waste, or inadequate safety measures. The Donoghue v. Stevenson case provides a
foundational principle in negligence law: the "duty of care" that must be exercised to avoid
foreseeable harm to others.!® This principle is reflected in environmental law, where energy
companies are expected to minimize risks associated with their activities, including pollution and
resource depletion.

Nuisance pertains to situations where corporate activities interfere with the enjoyment of property or
the environment. In energy production, this could include air and water pollution resulting from the
extraction of natural resources or industrial emissions. A landmark case in this area is Rylands v.
Fletcher, which established the principle of strict liability for hazardous activities.!! In the context of
energy companies, this means that even without negligence, a corporation can be held liable for
environmental damage caused by dangerous activities, such as oil drilling or gas extraction, which
have an inherently high risk of causing harm.

Strict liability imposes liability regardless of fault, focusing on the nature of the activity rather than
the behavior of the corporation. Under strict liability, energy companies can be held responsible for
environmental harm caused by activities that are considered inherently dangerous, such as nuclear
energy production or deep-sea oil drilling. For example, in the Deepwater Horizon oil spill case, BP
was found strictly liable for the environmental devastation, despite claims that the company had acted
with reasonable care.!?

These tort concepts work together to hold corporations in the energy sector accountable for the
adverse environmental impacts of their activities. Legal precedents in these areas ensure that
corporations cannot escape liability through claims of lack of fault or mitigation of harm.!3
Statutory Liability

In addition to tort law, corporate liability for environmental harm is governed by statutory provisions.
Various legislative frameworks hold corporations accountable for damages caused by their
operations, with specific emphasis on environmental protection, pollution control, and hazardous
waste management. Key statutes, such as the Environmental Protection Act (EPA) in the United

° Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), 42 U.S.C. §§ 9601-9675 (1980).
10 Donoghue v. Stevenson, [1932] AC 562 (HL)

11 Rylands v. Fletcher, (1868) LR 3 HL 330 (HL)

12 In re Deepwater Horizon, 753 F.3d 1 (5th Cir. 2014)

13 David P. Currie, Principles of Environmental Law 287 (4th ed. 2019)
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States and CERCLA (Comprehensive Environmental Response, Compensation, and Liability
Act), provide a robust framework for corporate accountability.

The Environmental Protection Act (EPA), enacted in 1970, established the Environmental
Protection Agency (EPA) in the United States and laid the foundation for comprehensive regulation
of environmental hazards. Under the EPA, corporations are required to comply with a wide range of
environmental regulations, including those governing air and water quality, waste management, and
chemical safety. Notably, Section 304 of the Act empowers citizens to file lawsuits against violators
of environmental laws, allowing for public participation in enforcing compliance. This provision has
led to several successful actions against energy companies for violating air and water quality
standards.!*

CERCLA plays a crucial role in corporate liability for the remediation of hazardous waste sites. It
imposes liability on corporations for the cleanup of contaminated sites, regardless of whether the
corporation was at fault. Under CERCLA, energy companies that have polluted land or water with
hazardous substances are legally obligated to fund or carry out environmental remediation efforts.
This statute is often used in cases where energy companies have improperly disposed of oil, gas, or
other toxic substances, resulting in long-term environmental damage. The Superfund program
created under CERCLA is designed to address and clean up some of the worst contaminated sites in
the country.!>

Similarly, in the European Union, the Environmental Liability Directive (2004/35/EC) holds
corporations accountable for environmental damage, particularly when their activities result in harm
to biodiversity or water resources. This directive mandates that businesses, including those in the
energy sector, take preventive measures to avoid environmental harm and, in the case of damage,
restore the environment to its original state. Failure to comply can lead to significant penalties and
remediation requirements. !¢

In India, the National Environmental Policy (NEP) and the Environment Protection Act (EPA),
1986, outline the statutory framework for holding corporations liable for environmental damage.
India’s laws reflect a growing trend toward enforcing corporate responsibility, particularly in
industries with high environmental risks, such as energy production.!’

Through these statutory frameworks, corporations in the energy sector are directly accountable for
environmental damage, with legal requirements for environmental protection, waste management,
and pollution control.

International Conventions and Treaties

International law plays a significant role in shaping corporate accountability for environmental harm,
particularly through treaties and conventions designed to mitigate global environmental risks.
International agreements like the Paris Agreement and the Espoo Convention set the stage for
corporate responsibility in managing environmental impacts across borders.

The Paris Agreement (2015), adopted under the United Nations Framework Convention on Climate
Change (UNFCCC), is a landmark treaty that binds signatory nations to limit global warming to
below 2°C above pre-industrial levels. Although the Paris Agreement primarily focuses on national
commitments, it also indirectly impacts corporate liability by holding countries accountable for
achieving their emission reduction targets. Energy corporations are increasingly held responsible for
their carbon footprints, with governments utilizing regulatory mechanisms to enforce compliance

1442 U.S.C. § 304 (2019)

15 Comprehensive Environmental Response, Compensation, and Liability Act, 42 U.S.C. § 9601 (1980)

16 European Commission, Environmental Liability Directive 2004/35/EC, available at https://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=CELEX%3A32004L0035

17 Environment Protection Act, 1986, No. 29, Acts of Parliament, 1986
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with international climate goals. Notably, businesses, including those in the energy sector, face
increasing pressure to adopt sustainable practices that align with the Paris Agreement’s objectives.'?
The Espoo Convention (1991), formally known as the Convention on Environmental Impact
Assessment in a Transboundary Context, requires countries to assess the environmental impact of
certain projects, particularly those that may affect neighboring states. For energy projects such as
nuclear power plants, oil pipelines, and large-scale mining operations, the Espoo Convention
mandates that corporations conduct thorough environmental impact assessments (EIAs) and consult
with affected countries before proceeding. This convention reflects the growing trend of holding
corporations accountable not only within national borders but also in the global context of
environmental protection.!®

In addition, international organizations such as the United Nations Environment Programme
(UNEP) and the World Bank have developed frameworks that encourage corporations to adopt
environmental stewardship principles. These organizations offer guidelines and standards for
businesses, particularly in sectors like energy, to mitigate their environmental impact and improve
sustainability practices.

Corporate liability is increasingly governed by a combination of national and international
frameworks, where international conventions influence domestic legal systems. The growing body of
international environmental law ensures that corporations in the energy sector are held accountable
for their global environmental impacts, fostering a more integrated approach to environmental
protection.

Comparative Analysis of Jurisdictions

United States

In the United States, corporate liability for energy-related environmental damages is primarily
governed by a combination of tort law and statutory provisions. The most significant legal instruments
include the Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA),
the Clean Water Act (CWA), and the Clean Air Act (CAA), all of which impose stringent liability
requirements on corporations operating in the energy sector.

CERCLA, often referred to as the Superfund law, holds companies strictly liable for the cleanup of
hazardous waste sites, irrespective of fault. Under CERCLA, liability is imposed on current and
former owners of a contaminated site, operators, and those responsible for the disposal of hazardous
substances. The Act allows for the federal government to take remedial action, with the responsible
parties being required to bear the costs. For example, in the case of United States v. Bestfoods, 524
U.S. 51 (1998), the Supreme Court held that a parent corporation could be held liable for the
environmental damages caused by its subsidiary if it exercised sufficient control over the subsidiary's
operations. This ruling further solidified the notion that corporate groups can be collectively held
accountable for the actions of their subsidiaries in the environmental context.?’

The Clean Water Act (CWA) regulates discharges of pollutants into the nation's waters, setting
effluent limitations for industries, including those in the energy sector. Under this law, companies
involved in energy production, particularly fossil fuel industries, can be held liable for violations
related to water pollution. Additionally, the CWA allows for both civil and criminal penalties,
depending on the severity of the violations. The implementation of these regulations ensures that
energy companies take proactive measures to avoid polluting water bodies, such as lakes, rivers, and
coastal zones.?!

18 United Nations, Paris Agreement (2015), available at https://unfccc.int/resource/docs/2015/cop21/eng/109.pdf

19 United Nations Economic Commission for Europe, Espoo Convention on Environmental Impact Assessment in a
Transboundary Context (1991)

20 Environmental Protection Agency, CERCLA Overview, https://www.epa.gov/superfund/cercla-overview

21 Clean Water Act, 33 U.S.C. § 1251 et seq. (1972)
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The Clean Air Act (CAA) regulates emissions from stationary and mobile sources. Energy
corporations, especially those involved in coal, oil, and gas production, must comply with strict
emission standards, failure of which may result in significant penalties. This legal framework
encourages energy companies to innovate and adopt cleaner technologies, thereby reducing their
environmental impact. However, challenges remain in enforcing these standards consistently,
particularly in light of political shifts and corporate lobbying efforts.??

European Union

The European Union (EU) has developed a robust legal framework to address corporate liability for
environmental damages, underpinned by the principles of environmental justice and the "polluter
pays" doctrine. The Environmental Liability Directive (ELD) 2004/35/EC plays a central role in
imposing liability on corporations responsible for causing environmental damage.

Under the Environmental Liability Directive, corporations are liable for the direct and indirect
damages to biodiversity, water, and land. The Directive focuses on the "polluter pays" principle,
which mandates that the polluting entity bears the costs of damage remediation and restoration. This
principle has been incorporated into numerous EU laws, establishing a clear path for holding
corporations accountable for environmental degradation. A notable example is the Case C-529/10),
Commission v. Spain, in which the European Court of Justice held that Spain failed to enforce
effective liability measures under the Directive, requiring the country to ensure that polluters cover
the costs of environmental damage.?3

The EU's approach to environmental liability is comprehensive and preventative, emphasizing not
only the financial responsibility of corporations but also their duty to prevent and remedy
environmental harm. Under this regime, corporate accountability extends beyond the immediate
remediation of pollution to include long-term environmental restoration. The Environmental Impact
Assessment (EIA) process further ensures that large-scale industrial projects, including energy
ventures, undergo rigorous assessments before being approved. This precautionary principle aims to
minimize ecological harm by mandating extensive evaluations of potential environmental risks.?*
Moreover, the EU promotes environmental sustainability by linking corporate liability to
compliance with broader climate policies. For instance, the EU Emissions Trading System (ETS)
requires energy companies to buy carbon allowances for their greenhouse gas emissions, making
them financially liable for exceeding emission thresholds. The EU’s proactive approach has
increasingly set a global benchmark for corporate responsibility in environmental protection.?’
Through these regulatory frameworks, the EU has been a global leader in promoting corporate
accountability in the energy sector. The legal system encourages a precautionary approach, with
increasing emphasis on environmental due diligence and corporate transparency in all stages of
energy production and consumption.?®

India

In India, corporate liability for energy-related environmental damages is framed within a combination
of constitutional principles, judicial decisions, and statutory laws. The Indian legal system
incorporates strict environmental liability standards, with absolute liability being one of the most
significant legal concepts.

22 Clean Air Act, 42 U.S.C. § 7401 et seq. (1970)

23 Case C-529/10, Commission v. Spain, 2012 EU:C:2012:423

24 European Commission, Environmental Impact Assessment,
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/investment-policy/environmental-impact-
assessment_en

2> European Parliament, EU Emissions Trading System (ETS), https://ec.europa.eu/clima/policies/ets en

26 European Commission, Environmental Liability Directive 2004/35/EC,
https://ec.europa.eu/environment/legal/liability/index.htm
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The landmark case of M.C. Mehta v. Union of India, AIR 1987 SC 1086, marked a turning point in
Indian environmental law, particularly in terms of corporate accountability. In this case, the Supreme
Court held that industries involved in hazardous operations must be absolutely liable for any harm
caused, irrespective of fault or negligence. This decision established the principle that industries
engaging in potentially dangerous activities, such as energy production, are held to the highest
standard of responsibility, ensuring that they bear the full burden of environmental harm. This judicial
development has influenced several other rulings on corporate liability, notably in the context of the
energy sector, where industries like mining, petroleum extraction, and power generation are
frequently involved in pollution-related incidents.?’

India's Environment Protection Act (EPA), 1986, provides the legal framework for ensuring that
corporations engaged in energy production follow environmentally responsible practices. The Act
empowers the government to issue directions for the prevention of pollution and to impose penalties
on industries for violations. Under this legislation, energy companies must ensure compliance with
prescribed environmental standards and may face heavy fines or sanctions for violations.?®

Further, India’s National Green Tribunal (NGT), established in 2010, serves as a specialized forum
to handle environmental disputes, including those involving corporate environmental liability. The
NGT has the authority to award compensation for environmental damage and order the remediation
of contaminated sites. For example, in cases of industrial pollution caused by energy companies, the
NGT can levy penalties and mandate corrective measures to restore the environment to its original
state.?’

While these legal frameworks establish strong provisions for corporate liability in India, challenges
remain in terms of enforcement and accountability, especially when dealing with large multinational
corporations operating within the energy sector. Nevertheless, India’s legal evolution continues to
align more closely with international standards for corporate environmental responsibility.3°
Emerging Economies

In emerging economies like Brazil and South Africa, the legal frameworks for corporate liability in
energy-related environmental damages are evolving, influenced by both domestic needs and
international regulatory standards.

In Brazil, environmental law has undergone significant reform over the past few decades, with a
focus on enhancing corporate accountability for environmental damages. Brazil's Environmental
Crimes Law (Law No. 9.605/1998) imposes strict liability on corporations for environmental
violations, including pollution and damage to ecosystems. Under this law, energy companies can be
held responsible for environmental harm even if the damage was unintentional. Brazil also adheres
to the polluter pays principle, which is enshrined in the country's Constitution and environmental
regulations. The Brazilian legal system has increasingly integrated this principle into its approach to
corporate liability, with energy industries, particularly oil and gas, facing substantial penalties for
violations.?!

Similarly, South Africa has enacted progressive environmental legislation, such as the National
Environmental Management Act (NEMA) and the National Environmental Management: Air
Quality Act, which impose liability on corporations for environmental harm. These laws require
energy corporations to mitigate the impact of their activities on the environment and provide a legal
basis for holding them accountable for pollution-related damages. The polluter pays principle is a
cornerstone of South African environmental law, ensuring that corporations are responsible for

27 M.C. Mehta v. Union of India, AIR 1987 SC 1086

28 Environmental Protection Act, 1986, No. 29, Acts of Parliament, 1986
29 National Green Tribunal Act, 2010, No. 19, Acts of Parliament, 2010
30 B, Paranjape, Environmental Law and Practice in India (2nd ed., 2021)
31 Law No. 9.605/1998, Environmental Crimes Law, Brazil.
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cleaning up pollution they have caused. In the context of energy, South Africa has also introduced
regulations targeting carbon emissions, aligning its legal framework with global efforts to combat
climate change.3?

Both Brazil and South Africa face challenges in enforcement due to political and economic factors,
but they are making significant strides toward ensuring that corporate accountability becomes an
integral part of energy sector regulations. As these economies continue to develop, their legal systems
are expected to become more aligned with international best practices, strengthening corporate
responsibility for environmental damage.>?

Case Studies

Vedanta Resources plc v. Lungowe (UK)3*

The Vedanta Resources plc v. Lungowe case (2019) was a landmark ruling by the UK Supreme Court,
which significantly influenced corporate liability for environmental damages. The case involved
claims by Zambian villagers against Vedanta Resources for environmental harm caused by the
operations of its subsidiary, Konkola Copper Mines (KCM), which resulted in pollution of the
Zambezi River. The plaintiffs, who suffered health impacts due to the pollution, argued that Vedanta,
as the parent company, should be held liable for the subsidiary’s actions.

The judicial reasoning centered around the duty of care that parent companies owe to individuals
affected by their subsidiaries' operations, particularly when the parent company exercises significant
control over the subsidiary. The Supreme Court ruled that the claimants had a legitimate case against
Vedanta, emphasizing that it was not just the subsidiary but also the parent company that could be
held liable. The Court considered the extent of control that Vedanta had over KCM’s operations and
the foreseeability of the harm caused by the company's activities.

This ruling expanded the scope of corporate liability, demonstrating that parent companies could be
held liable for environmental harm caused by their subsidiaries under the tort of negligence. The case
has profound implications for corporate governance, as it makes clear that large corporations with
global operations must ensure their subsidiaries comply with environmental regulations to prevent
liability exposure.

Lliuya v. RWE AG (Germany)3’

In the Lliuya v. RWE AG case (2015), a Peruvian farmer, Saul Lliuya, sought to hold the German
energy company RWE liable for climate damages in his hometown of Huaraz, Peru. The claim was
based on the allegation that RWE’s contribution to global carbon emissions exacerbated the risk of
glacial melting, leading to flooding in the region. Lliuya argued that the company’s actions directly
contributed to the climate change-induced hazards threatening his property.

The German court’s initial ruling was favorable to Lliuya in permitting the case to proceed, marking
a significant step forward in the area of climate litigation. The court acknowledged that RWE, as a
major emitter of greenhouse gases, could be held liable for the consequences of climate change,
particularly when it could be shown that the company’s emissions were a contributing factor to
specific environmental harm.

This case represents a landmark in climate-related corporate liability as it challenges the conventional
notion that corporate responsibility for environmental harm must be directly linked to specific,

32 National Environmental Management Act, 107 of 1998, South Africa

33 National Environmental Management: Air Quality Act, 39 of 2004, South Africa
34 Vedanta Resources plc v. Lungowe, [2019] UKSC 20

35 [liuya v. RWE AG, 2 BvR 972/17
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identifiable incidents. If successful, this case could set a precedent for holding corporations
accountable for their contributions to climate change and its global impacts, a key issue in
contemporary environmental law.

M.C. Mehta v. Union of India3®

M.C. Mehta v. Union of India (1987) is a seminal case in Indian environmental law, where the
Supreme Court held that industries involved in hazardous activities should be absolutely liable for
any harm caused to the environment or public health, regardless of fault. The case arose after an
industrial disaster involving the release of toxic gases from the Union Carbide plant in Bhopal, which
resulted in mass casualties. While the Bhopal Gas Tragedy was not directly involved in this case, the
principles established by the Court in M.C. Mehta were used to address the broader issue of corporate
accountability for environmental damage.

The Court ruled that certain hazardous industries, like chemical plants, posed a unique risk to public
safety and the environment, and as such, should be held to a higher standard of liability. This decision
established the doctrine of "absolute liability," meaning that even if a company took all reasonable
precautions, it would still be held responsible for any environmental damage caused by its operations.
This judgment was groundbreaking in Indian law as it shifted the focus from negligence-based
liability to strict liability in cases involving hazardous industries. It influenced subsequent legislation
such as the Environment Protection Act, 1986, and remains a cornerstone of India’s environmental
jurisprudence, enhancing corporate accountability in cases of environmental harm.

Chevron Louisiana Coastal Restoration Case’’

The Chevron Louisiana Coastal Restoration Case (2018) is a pivotal case in the U.S. that involved
Chevron's liability for the environmental damage caused by its oil and gas operations in Louisiana’s
coastal areas. The lawsuit, filed by the State of Louisiana, sought compensation from Chevron for its
role in the destruction of wetlands and coastal ecosystems resulting from oil spills and other industrial
activities. The case highlighted the corporation’s environmental responsibility under U.S. federal law,
specifically the Clean Water Act and the Oil Pollution Act (OPA), which impose penalties on parties
responsible for oil spills.

Chevron argued that the damage was the result of natural causes rather than corporate negligence, but
the court ruled that the company’s operations exacerbated the environmental degradation. It was held
that companies engaged in hazardous activities such as oil drilling are responsible for mitigating
damage to the environment, particularly when their actions contribute significantly to long-term
ecological harm. Chevron was ordered to pay substantial fines for the restoration of Louisiana’s
coastal ecosystem.

This case is a crucial precedent in environmental law as it illustrates how U.S. courts are increasingly
holding corporations accountable for the environmental consequences of their business operations. It
also reinforces the application of strict liability and emphasizes the need for energy companies to
engage in more responsible and environmentally sustainable practices.

Corporate Defenses and Legal Doctrines

Corporate liability for environmental damages is central to legal frameworks governing the energy
sector. However, corporations often employ various legal defenses to shield themselves from liability.
This section delves into three key defenses: the permit defense, the corporate veil, and the role of due
diligence and best practices in mitigating liability.

Permit Defense

The permit defense is one of the most frequently invoked corporate defenses in environmental
litigation. This defense is based on the premise that if a corporation has been issued a valid

36 M.C. Mehta v. Union of India, AIR 1987 SC 1086
37 State of Louisiana v. Chevron USA, 278 F. Supp. 3d 921 (E.D. La. 2018)
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environmental permit by the relevant regulatory authority, it should not be held liable for
environmental damages that occur during its operations, as long as it operates within the constraints
of that permit. In essence, the defense asserts that compliance with the law protects the corporation
from civil liability.

One of the key statutes under which this defense has been discussed is the Clean Water Act (CWA)
in the United States. Under Section 402 of the CWA, entities involved in discharging pollutants into
navigable waters must obtain a National Pollutant Discharge Elimination System (NPDES) permit.
If a corporation adheres to the terms of its permit, it may claim immunity from certain liability.
However, courts have not always upheld this defense. In Tennessee Valley Authority v. Hill38, the
U.S. Supreme Court held that the permit defense does not absolve liability when environmental
damage exceeds the scope of the permit, particularly if the corporation engages in actions contrary to
the spirit of the law.

Similarly, in Sierra Club v. Morton®, the court emphasized that a permit does not provide carte
blanche for environmental degradation. Permits merely set the baseline for acceptable conduct, and
deviations from these parameters could lead to liability under the doctrines of negligence or strict
liability, regardless of the permit's existence. Therefore, while the permit defense may offer partial
protection, it does not immunize corporations from all environmental damage claims.

Corporate Veil

The corporate veil is a legal doctrine that protects shareholders, directors, and officers of a corporation
from being personally liable for the company’s debts and obligations. This shield is critical in
safeguarding individual assets from business risks, including environmental liabilities. Under
corporate law principles, the corporation is treated as a separate legal entity, which means that it,
rather than its shareholders, bears legal responsibility for its actions.

However, courts have occasionally pierced the corporate veil in cases where the corporation is used
as a vehicle for fraudulent activity or to evade legal obligations. In environmental law, this principle
1s significant when a corporation's actions result in substantial environmental harm, and the veil is
challenged. For example, in Salomon v. Salomon & Co. Ltd.*’, the House of Lords affirmed the
sanctity of the corporate veil, but later decisions, such as Gilford Motor Co. Ltd. v. Horne*!,
demonstrated that the veil could be pierced in cases involving fraud or misconduct.

In the context of energy-related environmental damages, courts may decide to pierce the corporate
veil where there is evidence that the corporation was engaged in deliberate environmental
degradation, fraud, or where the corporate structure is used as a mere facade to shield the individuals
behind the entity from responsibility. For instance, in Dow Chemical Co. v. United States*?, the
court allowed for the piercing of the corporate veil to hold responsible individuals within the
corporation when it was shown that the corporation had evaded liability by structuring itself in a
manner intended to escape legal consequences.

Therefore, while the corporate veil offers significant protection against personal liability, it is not
absolute, and energy companies may still face personal liability for environmental damage in
exceptional cases where misconduct is evident.

Due Diligence and Best Practices

Corporate due diligence and adherence to best practices are critical factors in reducing liability for
energy-related environmental damages. Due diligence refers to the steps a corporation takes to ensure
compliance with environmental laws and to minimize the risk of environmental harm. Environmental

38 Tennessee Valley Authority v. Hill, 437 U.S. 153 (1978)
39 Sjerra Club v. Morton, 405 U.S. 727 (1972)

40 Salomon v. Salomon & Co. Ltd., [1897] A.C. 22 (H.L.)

41 Gilford Motor Co. Ltd. v. Horne, [1933] Ch. 935

42 pow Chemical Co. v. United States, 476 U.S. 227 (1986)
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due diligence involves proactive measures such as assessing potential environmental risks,
conducting environmental audits, and implementing internal environmental policies designed to
prevent harm.*

Under the Environmental Protection Act (EPA) in India, corporations are mandated to ensure their
operations do not cause harm to the environment. Section 16 of the EPA requires companies to adopt
preventive measures, and failure to do so can lead to strict liability for environmental damages.
Similarly, the CERCLA in the United States imposes liability on corporations for hazardous waste
contamination, but it also provides for a due diligence defense in certain situations. Under CERCLA,
corporations that can demonstrate they exercised due diligence in preventing contamination may
mitigate or even avoid liability.

Best practices encompass a broader range of proactive actions beyond compliance, focusing on
implementing voluntary standards and policies to ensure sustainable and environmentally-friendly
practices. For example, energy companies that adopt International Organization for Standardization
(ISO 14001)* certification demonstrate adherence to international environmental management
standards, which can serve as evidence in mitigating liability in case of environmental harm. In
United States v. Atlantic Research Corp., the U.S. Supreme Court recognized that companies with
robust environmental management programs might face reduced penalties if their actions were found
to be in line with best practices.

However, due diligence and best practices do not guarantee immunity from liability. In M.C. Mehta
v. Union of India, the Supreme Court of India held that corporations could not escape liability even
if they followed best practices, emphasizing that strict liability is applicable in cases involving
hazardous operations. This case underscores that while best practices can serve as mitigating factors
in determining the extent of liability, they do not absolve corporations from responsibility for
environmental damages.

The role of corporate policies is also significant in fostering a culture of environmental responsibility.
Companies that incorporate sustainability into their business models, integrate environmental
concerns into decision-making processes, and engage in continuous monitoring and reporting can not
only reduce their environmental impact but also position themselves as responsible corporate citizens.
In light of emerging trends such as climate change litigation and the increasing pressure from
stakeholders for corporate environmental responsibility, due diligence and best practices are more
crucial than ever in protecting corporations from liability.

Emerging Trends and Future Directions

Climate Change Litigation

In recent years, there has been a marked increase in climate change litigation targeting corporations,
seeking to hold them accountable for their contributions to global warming and environmental
degradation. Corporate liability for climate change has evolved into a complex and growing area of
environmental law, as legal scholars and activists push for stronger regulatory and judicial
mechanisms to address the ecological impacts of energy industries.

A major catalyst for this trend has been the growing scientific consensus on the link between human
activities, particularly fossil fuel combustion, and climate change. As the effects of climate change
become more pronounced, including rising sea levels, extreme weather events, and disruption of
natural ecosystems, courts are increasingly tasked with addressing the responsibility of corporations
for such damage. For instance, in the landmark case of Lliuya v. RWE AG, a Peruvian farmer sought
compensation from a German energy company for the flooding risks posed by the melting of a glacier,
exacerbated by the company’s emissions. While the case faced challenges, it represents a pivotal

43 Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), 42 U.S.C. § 9601 et seq. (1980)
44 1SO 14001, Environmental management systems — Requirements with guidance for use, International Organization
for Standardization, 2015
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moment in recognizing the link between corporate activities and environmental damages on a global
scale.®

Similarly, in the United States, cases such as Juliana v. United States and Native Village of Kivalina
v. ExxonMobil have aimed to hold corporations liable for their role in climate change. The Kivalina
case, in particular, highlighted the difficulty in establishing direct causation between a company’s
actions and the damages resulting from climate change.*® Despite this, these cases signal a shift
toward viewing climate change as a legal issue with corporate responsibility at its core.

In India, while there has been less direct litigation, the M.C. Mehta cases on industrial pollution and
environmental harm have paved the way for discussions on corporate liability in environmental
matters. The expansion of such legal action to include climate change issues could significantly alter
the landscape of corporate accountability, pushing companies to adopt more sustainable practices and
reducing their carbon footprints to mitigate liability.*’

Climate change litigation thus represents an important emerging trend, wherein the courts serve as an
instrument to enforce corporate accountability for environmental damage caused by energy-related
activities. However, the challenges of proving causation and the need for international cooperation
complicate the practical enforcement of these claims.

Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) has emerged as an increasingly important mechanism for
shaping corporate behavior in environmental protection. While CSR is often voluntary, many
corporations in the energy sector have adopted CSR initiatives to address public concerns over
environmental sustainability. Through CSR programs, companies engage in activities such as
reducing carbon emissions, investing in renewable energy technologies, and mitigating the negative
environmental effects of their operations.

The legal implications of CSR are becoming more pronounced as regulatory frameworks evolve
globally to incorporate environmental standards and sustainability requirements. For instance, in
India, the Companies Act, 2013 mandates large corporations to spend a percentage of their profits on
CSR activities, including environmental protection initiatives. This requirement has led companies to
invest significantly in cleaner technologies and community-based environmental projects. Although
CSR initiatives are not directly linked to corporate liability, they are seen as a proactive approach that
helps companies avoid legal exposure by demonstrating good faith in minimizing environmental
harm.*3

Internationally, companies such as BP and Shell have faced public scrutiny and legal challenges
regarding their environmental practices, underscoring the need for stronger CSR frameworks in
energy-related industries. As environmental concerns continue to rise, CSR is increasingly viewed
not merely as a voluntary activity but as a critical component of corporate governance. Governments,
regulators, and the public are pushing corporations to enhance their environmental performance,
ensuring that CSR efforts are not only for public relations but are effective in reducing environmental
damage.®

Role of International Organizations

International organizations such as the United Nations (UN) and the World Bank play a crucial role
in fostering corporate accountability in environmental matters. These organizations influence legal

4> Lliuya v. RWE AG, 2018 BGH

46 Juliana v. United States, 217 F. Supp. 3d 1224 (D. Or. 2016); Native Village of Kivalina v. ExxonMobil, 663 F.3d 1023
(9th Cir. 2011)

47 M.C. Mehta v. Union of India, (1987) 1 SCC 395

48 Companies Act, 2013, No. 18, Acts of Parliament, 2013

49 BP, Annual Review of CSR 2015 (2015), available at
https://www.bp.com/en/global/corporate/corporate-responsibility/csr-reports.html
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and policy frameworks at the global level, encouraging governments and corporations to adopt
sustainable practices and adhere to international environmental standards.

The United Nations, through initiatives such as the Paris Agreement on climate change, has created
binding international frameworks aimed at reducing greenhouse gas emissions and promoting
sustainable energy practices. While the Paris Agreement primarily targets state-level commitments,
it indirectly impacts corporations by creating a global standard that incentivizes companies to reduce
their carbon footprints and align their operations with international environmental goals.>°

The World Bank, through its lending and project-financing mechanisms, has introduced
environmental safeguard policies that require corporations to adhere to strict environmental standards
when undertaking energy-related projects, particularly in developing countries. These safeguards
often mandate environmental impact assessments (EIA), forcing companies to evaluate and mitigate
potential environmental damage before proceeding with energy projects.’!

Both organizations also contribute to shaping global discussions on corporate environmental
responsibility. By providing technical assistance, funding, and legal advice to developing countries,
they enable better regulatory frameworks that hold corporations accountable for environmental
damage. As global environmental challenges continue to escalate, the role of these international
organizations will remain pivotal in driving corporate responsibility for environmental harm,
particularly in energy sectors that contribute heavily to global warming and environmental
degradation.

Conclusion

Summary of Findings

This paper has critically analyzed the evolving legal landscape of corporate liability for energy-related
environmental damages, with a focus on statutory and tortious frameworks, judicial precedents, and
emerging trends in corporate responsibility. The key findings underscore the growing importance of
corporate accountability in the energy sector, which is responsible for significant environmental
harm, including pollution, oil spills, and habitat destruction. Notably, the principle of strict liability
has emerged as a powerful tool in holding corporations accountable, as exemplified by landmark
cases such as M.C. Mehta v. Union of India, where the Supreme Court of India extended absolute
liability to hazardous industries, eliminating the need to prove fault or negligence.

The paper also highlights the role of key legislative instruments, such as the Comprehensive
Environmental Response, Compensation, and Liability Act (CERCLA) in the U.S., and the
Environmental Liability Directive in the European Union, which emphasize the polluter pays
principle. These laws not only regulate corporate conduct but also provide mechanisms for
remediation and compensation for environmental damage. Moreover, corporate defenses like the
permit defense and corporate veil have been scrutinized, with courts increasingly willing to pierce
the corporate veil when necessary to ensure environmental protection. Furthermore, the paper has
explored case studies across multiple jurisdictions, demonstrating the diverse approaches to corporate
liability and the challenges of enforcing liability on multinational corporations involved in energy
production.

Emerging trends such as climate change litigation have reshaped the discourse on corporate
environmental responsibility. With increasing judicial attention on the role of corporations in climate
change, there is a growing body of case law that holds companies accountable for their carbon
emissions, as seen in cases like Lliuya v. RWE AG. These trends signal a shift towards a more
proactive approach in tackling energy-related environmental harm.

Policy Recommendations

>0 Paris Agreement, Dec. 12, 2015, 54 I.L.M. 509
51 The World Bank, Environmental and Social Framework, available at
https://www.worldbank.org/en/projects-operations/environmental-and-social-framework”
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Based on the findings, several policy recommendations are proposed to strengthen corporate liability
laws for energy-related environmental damages:

1.

Strengthening International Legal Frameworks: There is a need for more harmonized
international agreements to ensure uniform corporate liability standards for environmental
damage. This could include international treaties that impose binding obligations on energy
companies to reduce their environmental impact and provide adequate compensation for
damages.

Expanding Corporate Accountability in Climate Change: Governments should create
clearer legal frameworks to hold corporations accountable for their role in climate change.
This includes extending liability to companies for the environmental impacts of their
operations beyond national borders, with emphasis on their carbon emissions and
contributions to global warming.

Reforming Corporate Defenses: Legal reforms should narrow the scope of corporate
defenses such as the permit defense and corporate veil in cases of environmental damage.
Courts should be empowered to pierce the corporate veil more readily, particularly in
instances where corporate negligence or willful ignorance leads to environmental harm.
Enhanced Enforcement Mechanisms: National and international regulatory bodies should
be given more power to enforce environmental laws against corporations, including the
imposition of heavy penalties, mandatory remediation, and compensation to affected
communities.

Promoting Transparency and Corporate Social Responsibility (CSR): Governments
should incentivize energy companies to adopt robust environmental practices through CSR
initiatives. Transparency in environmental reporting should be mandatory, ensuring that
companies are held publicly accountable for their environmental performance.

Areas for Further Research
As energy-related environmental damages continue to escalate globally, further research is necessary
in several key areas to deepen our understanding and enhance corporate accountability:

1.

Impact of Climate Change Litigation on Corporate Behavior: The role of climate change
litigation in shaping corporate behavior is an emerging field of research. Further studies are
needed to explore how legal actions, such as those seen in Lliuya v. RWE AG, influence the
corporate decision-making process, particularly in the energy sector. Future research should
examine the effectiveness of such lawsuits in curbing emissions and pushing for corporate
reforms.

Cross-Border Corporate Liability: Given the global nature of many energy companies,
further research is needed to analyze the legal challenges of holding corporations accountable
for environmental harm that transcends national borders. This includes investigating the
extraterritorial application of national laws and the role of international law in regulating
multinational corporations.

Corporate Liability in Renewable Energy Sectors: While much of the discourse has
focused on traditional energy industries such as oil, gas, and coal, there is a growing need to
examine the environmental impacts of renewable energy technologies, such as wind, solar,
and biofuels. Research should explore the corporate liability implications in the renewable
energy sector, particularly in relation to land use, water consumption, and waste disposal.
Corporate Social Responsibility (CSR) and Its Effectiveness: Despite CSR initiatives
gaining popularity, the question remains whether they lead to substantial improvements in
corporate behavior, especially in energy industries. Future research should evaluate the
effectiveness of CSR strategies in preventing environmental harm and whether they serve as
a substitute for legal liability or complement regulatory frameworks.
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By addressing these gaps, future studies can provide a more comprehensive framework for corporate
liability in energy-related environmental damages, ensuring that legal systems evolve to meet the
challenges of an increasingly complex global environmental landscape.

References

e B. Paranjape, Environmental Law and Practice in India (2nd ed., 2021)

e BP, Annual Review of CSR 2015 (2015), available at
https://www.bp.com/en/global/corporate/corporate-responsibility/csr-reports.html

e Companies Act, 2013, No. 18, Acts of Parliament, 2013

e Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA),
42 U.S.C. §§ 9601-9675 (1980).

e Comprehensive Environmental Response, Compensation, and Liability Act, 42 U.S.C. § 9601
(1980)

o Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), 42
U.S.C. § 9601 et seq. (1980)

e David P. Currie, Principles of Environmental Law 287 (4th ed. 2019)

e David R. Boyd, "The Environmental Rights Revolution: A Global Study of
Constitutions, Human Rights, and the Environment" (UBC Press 2012)

e Donoghue v. Stevenson, [1932] AC 562 (HL)

e Douglas A. Kysar, "Climate Change, Corporate Social Responsibility, and the Limits of
Voluntarism" 43 Environmental Law 201 (2013)

e  Dow Chemical Co. v. United States, 476 U.S. 227 (1986)

e Environment Protection Act, 1986, No. 29, Acts of Parliament, 1986

e Environmental Protection Agency, CERCLA Overview,
https://www.epa.gov/superfund/cercla-overview
e FEuropean Commission, Environmental Impact Assessment,

https://ec.europa.eu/info/business-economy-euro/banking-and-finance/investment-
policy/environmental-impact-assessment_en

e FEuropean Commission, FEnvironmental Liability Directive 2004/35/EC, available at
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32004L0035

e European Commission, Environmental Liability Directive 2004/35/EC,
https://ec.europa.eu/environment/legal/liability/index.htm

e FEuropean Parliament, EU Emissions Trading System (ETS),

https://ec.europa.eu/clima/policies/ets_en

European Union, Environmental Liability Directive, 2004/35/EC (April 21, 2004)

Gilford Motor Co. Ltd. v. Horne, [1933] Ch. 935

In re Deepwater Horizon, 753 F.3d 1 (5th Cir. 2014)

ISO 14001, Environmental management systems — Requirements with guidance for use,

International Organization for Standardization, 2015

e John G. Sprankling, "The International Environmental Law of Property'" 53 Virginia
Journal of International Law 225 (2013)

e Juliana v. United States, 217 F. Supp. 3d 1224 (D. Or. 2016); Native Village of Kivalina v.

ExxonMobil, 663 F.3d 1023 (9th Cir. 2011)

Law No. 9.605/1998, Environmental Crimes Law, Brazil.

Lliuya v. RWE AG, 2 BvR 972/17

M.C. Mehta v. Union of India, (1987) 1 SCC 395

M.C. Mehta v. Union of India, AIR 1987 SC 1086

6623


https://www.bp.com/en/global/corporate/corporate-responsibility/csr-reports.html
https://www.epa.gov/superfund/cercla-overview
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/investment-policy/environmental-impact-assessment_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/investment-policy/environmental-impact-assessment_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32004L0035
https://ec.europa.eu/environment/legal/liability/index.htm
https://ec.europa.eu/clima/policies/ets_en

LEX LOCALIS-JOURNAL OF LOCAL SELF-GOVERNMENT

ISSN:1581-5374 E-ISSN:1855-363X LEX—
VOL. 23, NO. $6(2025) LOCALIS

Michael J. Gerrard, "Global Climate Change and U.S. Law" (American Bar Association
2010)

National Environmental Management Act, 107 of 1998, South Africa

National Environmental Management: Air Quality Act, 39 of 2004, South Africa

National Green Tribunal Act, 2010, No. 19, Acts of Parliament, 2010

Paris Agreement, Dec. 12, 2015, 54 .L.M. 509

Robert V. Percival, Environmental Regulation: Law, Science, and Policy 7th ed. (Aspen
Publishers 2017)

Rylands v. Fletcher, (1868) LR 3 HL 330 (HL)

Salomon v. Salomon & Co. Ltd., [1897] A.C. 22 (H.L.)

Sierra Club v. Morton, 405 U.S. 727 (1972)

State of Louisiana v. Chevron USA, 278 F. Supp. 3d 921 (E.D. La. 2018)

Tennessee Valley Authority v. Hill, 437 U.S. 153 (1978)

The World Bank, FEnvironmental and  Social Framework, available at
https://www.worldbank.org/en/projects-operations/environmental-and-social-framework”
United Nations Economic Commission for Europe, Espoo Convention on Environmental
Impact Assessment in a Transboundary Context (1991)

United Nations, Paris Agreement (2015), available at
https://unfccc.int/resource/docs/2015/cop21/eng/109.pdf

Vedanta Resources plc v. Lungowe, [2019] UKSC 20

6624


https://www.worldbank.org/en/projects-operations/environmental-and-social-framework
https://unfccc.int/resource/docs/2015/cop21/eng/l09.pdf

