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ABSTRACT 

This paper focuses on the constitutionality and role of the National Company 

Law Tribunal (NCLT), a quasi-judicial entity for adjudicating and resolving 

commercial disputes. The NCLT was established by the Central Government 

on June 1, 2016, following the dissolution of an autonomous organization 

known as the Company Law Board, where all ongoing cases, issues, and 

procedures were reallocated to the NCLT with the consent of the Ministry of 

Corporate Affairs (MCA). This paper reflects on the powers bestowed, the 

constitution of NCLT members in benches across the country and conducts 

a literature review of some published papers pertaining to the working, 

regularities, and ideas for the improvement of this tribunal. 

 

 

 

 

 

 

 

 

 

 

 

https://www.ijllr.com/
https://www.ijllr.com/volume-iii-issue-i


Indian Journal of Law and Legal Research                                                                 Volume III Issue I | ISSN: 2582-8878 

                   

 

2 
 
 

INTRODUCTION 

With an increase in the general public's demand for a wide range of products or services related 

to the type of commodity, numerous companies have been formed throughout history. To 

ensure the continuation of the same, a panel, or board must be put into operation, with the goal 

of resolving or liquidating such instances. 

LITERATURE REVIEW 

1. A Review of NCLT1-This paper sheds insight on the mechanics of the NCLT, the 

authority allocated in the settlement of insolvency matters, and different high court 

and Supreme Court judgments. With the Supreme Court's decision in the case of 

Madras Bar Association v. UOI, which affirmed the legality of the NCLT. 

Amongst the several topics discussed in this paper, one of the significant matters 

the author has talked about is powers vested in the NCLT.  

Some of the major powers vested include:  

(i) The ability to authorize company mergers and demergers.  

(ii) The ability to launch class actions.   

(iii) Power to examine the financial accounts of the corporation. 

 

2. Company Law Book2 – This book states the purpose of the establishment of both 

the NCLT and the NCLAT (National Company Law Appellate Tribunal) in such a 

way that the motivation was to administer speedy adjudication of company-related 

matters, as well as to uphold the tenacity of preserving shareholders' and 

stakeholders' rights and interests vested in a company. 

 

RESEARCH GAP 

Although the reviewed literature sheds light on the reason for the establishment of the NCLT, 

its mission, functions, and authorities, etc., what it fails to mention is how and why there was 

a sudden need for the transition from CLB to NCLT with no research information available 

 
1 Rahul Tiwari, A Review of NCLT vis-à-vis Section 231 of the Companies Act, VIII, (V), Research Chronicler: 

International Multidisciplinary Refereed Peer Reviewed Indexed Research Journal, July 2020 
2 Dignam, A. & Lowry, J., 2016. 1. Introduction to company law  
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with satisfactory adequate reasoning, as well as the need for a mechanism to be implemented 

for the smooth functioning of NCLTs. 

OBJECTIVES AND ISSUES 

After discovery of the gaps or ambiguity existing in the research arena of NCLT, this paper 

would primarily deal upon the following objectives: 

(i) To study the constitutionality of NCLT 

(ii) To study the role of NCLT in dispute resolution 

 

METHDOLOGY  

The research conducted in this paper, has been carried out on primarily the basis of secondary 

sources comprising of books, journals, articles, websites and e-sources relating to National 

Company Law Tribunal in India. 

ANALYSIS 

In comparison to the CLB, the NCLT has shown to play a much more substantial and improved 

role, since the NCLT has 11 branches throughout the world and operates on the same principles 

as any other ordinary court, with certain limitations. The Supreme Court has explained that 

High Court has the jurisdiction to transfer matters coming under winding up to NCLT with the 

historic precedent of Electricals Employees Organization3, whereby the same was held up 

under Section 434 of the Companies Act, 2013. Again, the fundamental integrity and purpose 

of the NCLT in relation to insolvency, as outlined in the Insolvency and Bankruptcy Code. The 

NCLAT judgement will be appealed further by the Supreme Court, demonstrating the 

importance of the NCLT in providing corporate justice. 

CONSTITUTIONALITY OF THE NCLT 

The National Company Law Tribunal (NCLT) and the National Company Law Appellate 

Tribunal (NCLAT) are quasi-judicial authorities established under the Companies Act 2013 

for the mechanism of company-related dispute resolution of a civil nature, with the same 

powers and formalities as any other court, subject to the limitations of natural justice principles. 

 
3 Jaipur Metals & Electricals Employees Organization v. Jaipur Metals Electricals [(2019) 148 CLA 014] 
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The Madras Bar Council filed a writ suit in the Madras High Court in 2004 contesting the 

legality of the National Company Law Tribunal (NCLT) and National Company Law Appellate 

Tribunal (NCLAT). After hearing both parties to the matter, the High Court ruled that the 

formation of both tribunals is not unconstitutional since the functions of the High Court and 

the Company Law Tribunal are transferred to the NCLT or NCLAT, which is prima facie 

lawful. Dissatisfied with the High Court decision, an appeal was filed in the Supreme Court, 

and on May 11, 2010, the Constitutional Bench approved the character of the tribunals as 

constitutional in the case of Union of India v. R. Gandhi4, President, Madras Bar Association. 

In 2015, the Court supported the arguments made by the Constitutional Bench in 2010, but also 

pointing out the judgment's flaws, such as reasoning that was not adequately proven. 

Finally, when it comes to constitutionality, the pragmatic aspect may be highlighted, wherein 

the aim of both CLB and NCLT is the same, to dissolve corporate disputes, but the additional 

benefit vested with NCLT is primarily to solve matters within a framed time. 

Other cases with some relevance to the above case Rai Sahib Ram Jawaya Kapur v. The State 

of Punjab5, which stated the constitutionality of tribunals such as the NCLT under the Indian 

Constitution in accordance with the doctrine of separation of powers and Action Ispat & Power 

Pvt. Ltd v. Shyam Metalics & Energy Limited & Ors6 which stated that a court under the 

legislation, even if approved by a High Court, is authorised to send issues or cases to the NCLT, 

especially those relating winding up. 

ROLE OF NCLT IN DISPUTE RESOLUTION 

The establishment of the NCLT has brought the resolution of many types of business disputes 

under one roof. Some powers are listed below: 

(i) The Tribunal decides on all actions under the Companies Act, such as arbitration, 

compromise, reconstruction, and winding up7.  

(ii) It initiates procedures under the 2016 Insolvency and Bankruptcy Code.  

 
4 Union of India v. R. Gandhi [2010 11 SCC 1] 
5 Rai Sahib Ram Jawaya Kapur v. The State of Punjab [AIR 1955 (2) SCR 225] 
6 Action Ispat & Power Pvt. Ltd. Vs. Shyam Metalics & Energy Limited & Ors. [Co. App 11/2019 & CM No. 

31047/ 2019, CM No. 34726/ 2019] 
7 National Company Law Tribunal Constituted – New Perspectives for Dispute Resolution., 

http://blog.scconline.com/post/2016/06/04/national-company-law-tribunal-constituted-new-perspectives-for-

dispute-resolution/ 
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(iii)It addresses matters involving corporate mismanagement and persecution. The alleged 

conduct might be either past or present. A case can also be filed by an ex-member of a 

corporation. 

(iv) It also handles issues involving corporations that conduct fraud and improprieties with 

their depositors and stockholders by draining their funds. The tribunal compensates 

these investors/depositors. Depositors may seek relief through a class action lawsuit. 

(v) If a business is registered incorrectly or illegally, it has the authority to conduct an 

investigation and deregister the firm.  

(vi) It has the authority to probe the company's affairs if they are detrimental to the public 

interest or the company's own interests. 

(vii) The Tribunal has the authority to declare the members' responsibility to be 

unlimited. The permission and confirmation of the Tribunal are necessary for the 

conversion of a corporation from private to public limited. 

(viii) It has the authority to hear matters that have been referred to it by the previous 

authorities. 

 

RECOMMENDATIONS 

Previously in the segment of gaps identified in the review literature, one of the above was to 

improve the position of NCLT in terms of cases getting impending over the years and also to 

recover this situation, hence this segment of the paper recommends the suggestions in order to 

recover the same, develop the efficacy of NCLT. Some are listed below – 

(i) As quantified formerly about the MCA’s efforts of designating specific matters 

to various benches over the country, the same though has been planned by the 

MCA has to be implemented. 

(ii) Secondly a time constraint has to be set up in every case, and the same has to 

be suitably conformed with, instead of unlimited time designated in every case. 

(iii) There shall also be additions in the number of benches with respect to the 

specific states considering the aggregate of the kind of sectors. 

 

CONCLUSION 
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To protect the general public's welfare, the government must constantly enact new laws, 

amendments, and legislation. For example, the government has established various tribunals 

and boards to resolve company-related issues, such as insolvency laws and the NCLT and 

NCLAT, which are still in force. The article first introduces the readers to the NCLT by giving 

previous alternatives for resolving company-related issues, such as the CLB, which was 

eventually superseded by the NCLT. 

As a dedicated beneficiary tribunal specializing in business problems, the NCLT has played an 

unavoidable and critical role in resolving company conflicts. The paper then discusses specific 

literatures available in the research domain pertaining to NCLT, for the resolution of in-depth 

understanding, which discusses the motivation for the establishment of the tribunal, the 

constitution of benches, basic functions, and personal recommendations for tribunal 

reformation. The recommendations must be adopted in order for the judicial procedure 

mentioned above to be efficient. 
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