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ABSTRACT 

The Supreme Court’s decision in M/s Rhythm County v. Satish Sanjay Hegde 
& Ors. (2026) marks a significant development in Indian environmental 
jurisprudence, particularly in the quantification of environmental 
compensation by the National Green Tribunal (NGT). The Court upheld the 
NGT’s authority to consider economic indicators such as project cost and 
turnover while determining compensation for environmental violations, even 
in the absence of a legislatively prescribed formula. This article critically 
examines the judgment within the framework of the National Green Tribunal 
Act, 2010, and established environmental law principles such as the polluter 
pays and precautionary principles. It argues that while the judgment 
strengthens deterrence and accountability in environmental governance, it 
also raises important questions concerning proportionality, methodological 
certainty, and the limits of judicial discretion. The article situates the ruling 
within prior Supreme Court jurisprudence and evaluates its doctrinal and 
policy implications for future environmental adjudication in India. 
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Case Title - M/s Rhythm County v. Satish Sanjay Hegde & Ors. 

Court - Supreme Court of India 

Judges (Bench) - Justice Dipankar Datta  & Justice Vijay Bishnoi 

Date of Decision: 30 January  2026 

Parties - Appellant - M/s Rhythm County (Real Estate Developer / Project Proponent) 

Respondents - Satish Sanjay Hegde & Ors.(Including concerned environmental authorities 

and regulatory bodies) 

Introduction 

Environmental adjudication in India has undergone a substantial transformation with the 

establishment of the National Green Tribunal under the National Green Tribunal Act, 2010. 

The Tribunal was envisaged as a specialised forum capable of delivering expeditious, effective, 

and principle-based remedies for environmental harm. One of the most contentious aspects of 

NGT jurisprudence has been the quantification of environmental compensation, particularly in 

situations where environmental damage cannot be precisely measured in monetary terms. 

The Supreme Court’s decision in M/s Rhythm County v. Satish Sanjay Hegde & Ors. (2026) 

addresses this tension directly. The judgment assumes importance as it affirms the NGT’s 

discretion to use economic metrics such as project cost and turnover while determining 

environmental compensation. By doing so, the Court clarifies the scope of the Tribunal’s 

powers under Sections 15 and 20 of the NGT Act and reinforces a purposive, principle-oriented 

approach to environmental justice. 

 Background and Facts of the Case 

The dispute arose from a large real estate development project undertaken by M/s Rhythm 

County in Pune, Maharashtra. The project was granted environmental clearance under the 

applicable environmental regulations. However, during the course of construction, the 

developer carried out activities beyond the scope of the granted clearance, including additional 

constructions and continued operations despite regulatory objections and directions issued by 

pollution control authorities. 
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Proceedings were initiated before the National Green Tribunal, which found that the project 

proponent had violated environmental norms and clearance conditions. The NGT concluded 

that such violations warranted the imposition of environmental compensation. While a joint 

committee had suggested a particular quantum of compensation, the Tribunal enhanced the 

amount by considering the scale of the project, its overall cost, and the nature of the violations. 

Consequently, environmental compensation amounting to several crores of rupees was 

imposed. 

Aggrieved by the quantum and methodology of compensation, Rhythm County approached the 

Supreme Court. The primary challenge was directed not at the finding of violation per se, but 

at the legality and rationality of using project cost and economic capacity as determinative 

factors in calculating environmental compensation. 

Arguments of the Parties 

 Arguments of the Appellant 

The appellants contended that environmental compensation must be strictly linked to 

demonstrable environmental harm. It was argued that neither the NGT Act nor any subordinate 

legislation authorizes the Tribunal to rely on project cost or turnover as a basis for 

quantification. According to the appellants, such an approach introduces arbitrariness and 

penalises economic success rather than environmental damage. 

The appellants further argued that the NGT had improperly relied upon non-binding guidelines 

and committee reports, thereby abdicating its judicial function. They maintained that in the 

absence of scientific assessment of damage, compensation should be modest and restorative 

rather than punitive. 

Arguments of the Respondents 

The respondents, including regulatory authorities, defended the NGT’s approach by invoking 

Sections 15 and 20 of the NGT Act. It was argued that the statute deliberately confers wide 

discretion upon the Tribunal to mould relief in accordance with environmental principles. 

The respondents emphasized that environmental harm is often diffuse, long-term, and 

incapable of precise quantification. In such circumstances, economic indicators reflecting the 
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scale of operations and financial capacity of the violator are relevant to ensure that 

compensation is effective, deterrent, and not merely symbolic. The polluter pays principle, it 

was argued, justifies the use of such proxies. 

Issues Before the Court 

The Supreme Court was principally called upon to determine the following issues: 

1. Whether the National Green Tribunal possesses the authority under the National Green 

Tribunal Act, 2010 to determine environmental compensation in the absence of a 

specific statutory formula. 

2. Whether economic indicators such as project cost and turnover of the violator can be 

considered relevant factors in quantifying environmental compensation. 

3. Whether the compensation imposed by the NGT was arbitrary or disproportionate to 

the nature of the environmental violations. 

Supreme Court Holding 

The Supreme Court dismissed the appeal and upheld the National Green Tribunal’s orders 

imposing environmental compensation on M/s Rhythm County. The key holdings are as 

follows: 

1. Authority of NGT: The National Green Tribunal, under Sections 15 and 20 of the 

NGT Act, 2010, has broad discretion to determine environmental compensation, even 

in the absence of a legislatively prescribed formula. 

2. Economic Indicators as Proxies: The Tribunal may consider project cost, turnover, 

and scale of operations as relevant indicators for quantifying compensation, 

particularly where direct measurement of environmental harm is impracticable. 

3. Principled Discretion: Use of economic metrics is not arbitrary, provided the 

Tribunal applies independent judicial mind and ensures a rational nexus between the 

compensation and environmental violations. 

4. Polluter Pays Principle: Environmental compensation is a civil remedy aimed at 
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restoration and deterrence, in line with the polluter pays and precautionary principles. 

It is not a penal sanction, although it carries a deterrent effect. 

5. Proportionality: Compensation must be commensurate with the nature of violations 

and the economic capacity of the violator, ensuring it is effective and not symbolic. 

Supreme Court Reasoning 

1. Statutory Authority of NGT 

The Court emphasized that the National Green Tribunal Act, 2010, under Sections 

15 and 20, confers broad remedial powers on the Tribunal. These provisions empower 

the NGT to grant relief “as it considers just and proper” for environmental harm. The 

absence of a statutory formula for compensation does not curtail this authority; instead, 

it requires a principled and contextual assessment. 

2. Use of Economic Indicators 

The Court recognized that environmental harm is often diffuse, cumulative, or 

difficult to quantify monetarily. In such situations, economic indicators such as 

project cost and turnover are legitimate proxies to assess the scale of operations and 

capacity to compensate. This approach ensures that compensation is meaningful and 

deterrent, rather than symbolic. 

3. Independent Judicial Mind of the Tribunal 

The Court observed that while the NGT may rely on committee reports or guidelines, 

it cannot merely adopt them blindly. In this case, the Tribunal had applied its 

independent judicial reasoning, examining the facts, scale of violations, and potential 

environmental impact before determining compensation. 

4. Polluter Pays and Precautionary Principles 

The Court reaffirmed the polluter pays principle, highlighting that the responsibility 

to compensate is civil, not penal, but also serves a deterrent function. This reasoning 

aligns with prior jurisprudence where environmental compensation is designed to 

restore ecosystems and prevent future violations. 
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5. Proportionality and Rational Nexus 

The Court stressed that compensation must maintain proportionality between the 

environmental violations and the violator’s economic capacity. The Tribunal’s 

approach, considering project cost and turnover, created a logical and rational nexus, 

ensuring the remedy is neither arbitrary nor excessive. 

6. Policy and Practical Considerations 

The judgment recognized the practical difficulty in measuring environmental 

damage precisely in large-scale real estate or industrial projects. The reasoning 

allowed flexibility in method while ensuring adherence to judicial principles of 

fairness, equity, and deterrence. 

Key Legal Principle (Ratio Decidendi) 

The National Green Tribunal, under Sections 15 and 20 of the National Green Tribunal Act, 

2010, has broad discretionary power to determine environmental compensation in cases of 

statutory or regulatory violations. In quantifying such compensation, the Tribunal may consider 

economic indicators such as project cost, turnover, and scale of operations as legitimate proxies 

for the capacity to pay, provided there exists a rational nexus between these factors and the 

environmental harm caused. Compensation imposed under this framework must be 

proportionate, principle-based, restorative, and deterrent, consistent with the polluter pays and 

precautionary principles, and is not punitive in nature. 

Reaffirmed Principles by the Supreme Court 

1. NGT’s Broad Discretion: 

The Court reaffirmed that the National Green Tribunal has wide judicial discretion 

under Sections 15 and 20 of the NGT Act, 2010, to determine environmental 

compensation, even when no statutory formula exists. 

2. Polluter Pays Principle: 

The Court reiterated the centrality of the polluter pays principle in Indian 

environmental law, emphasizing that the responsibility to compensate environmental 
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harm is civil, corrective, and deterrent, not punitive. 

3. Use of Economic Capacity as a Proxy: 

The Court endorsed the NGT’s approach of considering project cost, turnover, and 

scale of operations as rational indicators for quantifying compensation where direct 

assessment of environmental damage is impracticable. 

4. Proportionality and Rational Nexus: 

The Court reaffirmed that compensation must maintain proportionality between the 

violator’s economic capacity, the severity of environmental violations, and the 

objective of deterrence. 

5. Judicial Review and Independent Mind: 

The Court upheld the principle that the Tribunal must exercise its independent 

judicial mind, and cannot mechanically adopt committee recommendations or 

guidelines without evaluation. 

Critical Commentary 

The Supreme Court’s decision in M/s Rhythm County v. Satish Sanjay Hegde & Ors. (2026) 

represents a significant milestone in Indian environmental jurisprudence, particularly in the 

context of quantifying environmental compensation. By reaffirming the National Green 

Tribunal’s (NGT) broad discretion under Sections 15 and 20 of the NGT Act, the Court 

reinforces the remedial and deterrent function of environmental law, ensuring that violators 

bear the financial burden of ecological harm. Importantly, the Court recognizes that 

environmental damage is often diffuse, cumulative, or difficult to quantify, and therefore 

endorses the use of project cost, turnover, and scale of operations as legitimate proxies to 

determine compensation. This pragmatic approach equips tribunals with practical tools to 

impose meaningful, non-symbolic compensation while maintaining fidelity to the polluter pays 

and precautionary principles. 

The judgment also provides clarity on the exercise of judicial discretion. While the NGT may 

consider committee reports or guidelines, the Court emphasizes that such materials cannot be 
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adopted mechanically; independent judicial reasoning must underpin every determination. This 

guidance strikes a careful balance between flexibility and accountability, ensuring that 

compensation maintains a rational nexus to the environmental violations without becoming 

arbitrary or excessive. In doing so, the Court advances the reasoning in prior decisions, 

including Indian Council for Enviro-Legal Action and Goel Ganga Developers, by explicitly 

endorsing economic indicators as proxies for environmental harm, particularly in large-scale 

commercial projects where direct measurement is impractical. 

Nevertheless, certain limitations warrant attention. The absence of a clear statutory formula or 

quantitative benchmarks may lead to inconsistencies in compensation across similar cases, 

potentially affecting legal certainty for developers and industrial operators. Additionally, 

reliance on economic capacity risks introducing a quasi-punitive element, blurring the line 

between remedial compensation and deterrent sanctions. While the Court frames compensation 

as corrective, excessive amounts based solely on turnover may be perceived as disproportionate 

in specific cases, highlighting the need for careful, case-by-case assessment. Furthermore, the 

judgment does not prescribe detailed methodological guidance, leaving tribunals and 

regulatory authorities to develop internally consistent approaches within the broad discretion 

allowed. 

From a comparative perspective, the ruling meaningfully extends earlier Supreme Court 

jurisprudence. Whereas Indian Council for Enviro-Legal Action focused primarily on 

restoration and Goel Ganga Developers upheld compensation without precise quantification, 

Rhythm County clarifies that economic indicators may be used to ensure effective deterrence. 

Similarly, while proportionality was implicit in Sterlite Industries, the current judgment 

articulates how proportionality can be linked to both the severity of violations and the violator’s 

economic capacity, thereby providing doctrinal clarity for future adjudication. 

The policy and doctrinal implications of this judgment are far-reaching. By reinforcing the 

NGT’s role as a specialised environmental adjudicatory body, the Court strengthens 

environmental governance and accountability. It implicitly encourages the development of 

clear administrative guidelines that can complement judicial discretion, promoting consistency 

while preserving flexibility. The decision also resonates with international environmental law 

trends, which recognize preventive and deterrent measures alongside restorative compensation. 

Overall, the judgment strikes a careful balance between principle and pragmatism, providing a 
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framework for effective enforcement while advancing the broader objectives of sustainable 

development and environmental justice. 

Case Laws 

1. Indian Council for Enviro-Legal Action v. Union of India, (1996) 3 SCC 212 

Facts: 

A large number of chemical industries in Tamil Nadu were discharging untreated effluents into 

agricultural land and water bodies, causing severe contamination and health hazards. A PIL 

was filed by the Indian Council for Enviro-Legal Action seeking compensation and remediation 

for affected people and environmental damage. 

Issue: 

Whether the polluting industries were liable to pay compensation for environmental damage 

even if not criminally culpable, and the extent of such liability. 

Arguments: 

• Petitioner: Argued that industries must bear the cost of restoring environmental damage 

under the polluter pays principle, which should be enforced even without criminal 

liability. 

• Respondent (Union of India/Industries): Contended that statutory law did not expressly 

impose such civil liability, and compensation could not be mandated without explicit 

legislative backing. 

Judgment: 

The Supreme Court held that industries causing environmental harm are liable to compensate 

affected parties and restore the environment, irrespective of criminal intent. The Court formally 

recognized the polluter pays principle as part of Indian environmental jurisprudence. 

2. Vellore Citizens’ Welfare Forum v. Union of India, (1996) 5 SCC 647 

Facts: 

The case involved tannery and industrial pollution in the State of Tamil Nadu, leading to 
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contamination of water bodies and public health concerns. The petitioners sought remedies 

under public interest litigation, requesting the Court to enforce environmental protection 

measures. 

Issue: 

Whether the polluter pays and precautionary principles could be enforced through judicial 

intervention, and the extent of environmental liability. 

Arguments: 

• Petitioner: Advocated strict application of precautionary and polluter pays principles, 

emphasizing public health and environmental sustainability. 

• Respondent: Contended that no statutory framework explicitly defined compensation 

or preventive measures for environmental violations. 

Judgment: 

The Supreme Court reaffirmed the polluter pays principle, emphasizing that environmental 

compensation is a civil remedy, not punitive, and must aim at restoration and deterrence. The 

Court also endorsed the precautionary principle, stating that potential environmental risks 

justify preventive action even without full scientific certainty. 

3. Goel Ganga Developers India Pvt. Ltd. v. Union of India, (2018) 18 SCC 257 

Facts: 

The developers carried out construction activities in Maharashtra without obtaining proper 

environmental clearances, leading to alleged damage to surrounding ecological areas. The NGT 

imposed compensation based on estimated environmental damage. 

Issue: 

Whether environmental compensation can be imposed when precise quantification of damage 

is difficult, and whether the Tribunal acted within its jurisdiction. 
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Arguments: 

• Petitioner (Developer): Argued that compensation could not be imposed without precise 

measurement of harm and that the NGT exceeded its powers. 

• Respondent: Contended that the NGT had discretion under the NGT Act to impose 

compensation and that requiring precise measurement would undermine the remedial 

purpose. 

Judgment: 

The Supreme Court upheld the NGT’s authority to impose compensation even without precise 

quantification of damage. This case affirmed that practical, principle-based assessment of 

environmental harm is permissible. 

4. Sterlite Industries (India) Ltd. v. Union of India, (2013) 4 SCC 575 

Facts: 

Sterlite Industries was alleged to have caused environmental pollution in Tamil Nadu, affecting 

air, water, and land resources. The case concerned environmental compensation for affected 

communities and restoration measures. 

Issue: 

Whether compensation must be proportional to the economic scale of the violator and the 

severity of environmental damage. 

Arguments: 

• Petitioner (Sterlite Industries): Claimed that compensation imposed was 

disproportionate to actual damage and financial capacity. 

• Respondent: Argued that compensation must reflect both the severity of environmental 

harm and deterrence objectives. 

Judgment: 

The Supreme Court emphasized proportionality, holding that environmental compensation 
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must be assessed based on both scale of operations and environmental impact, ensuring 

remedies are effective, equitable, and deterrent. 

5. Deepak Nitrite Ltd. v. Union of India, (2019) 16 SCC 683 

Facts: 

Deepak Nitrite Ltd. challenged environmental compliance notices and NGT orders that relied 

on expert committee reports to determine the extent of violations and compensation. 

Issue: 

Whether reliance on expert committee reports or guidelines by the NGT is valid without 

independent judicial evaluation. 

Arguments: 

• Petitioner (Deepak Nitrite): Argued that NGT acted mechanically and reports should 

not substitute judicial reasoning. 

• Respondent: Contended that committee reports and guidelines assist in technical 

assessment but the NGT retains discretion. 

Judgment: 

The Supreme Court held that expert reports may inform NGT decisions but cannot replace 

independent judicial assessment. The Court reaffirmed the principle that the Tribunal must 

exercise its own judicial mind, applying guidelines or reports as indicative, not determinative. 

Conclusion  

The Supreme Court in M/s Rhythm County v. Satish Sanjay Hegde & Ors. (2026) reaffirmed 

the NGT’s broad discretion to determine environmental compensation using economic 

indicators such as project cost and turnover, consistent with the polluter pays and precautionary 

principles. The ruling emphasizes that compensation is civil, restorative, and deterrent, while 

requiring tribunals to exercise independent judicial reasoning. By building on earlier 

precedents like Indian Council for Enviro-Legal Action and Goel Ganga Developers, the 

judgment provides practical guidance for quantifying environmental harm, strengthens India’s 
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environmental governance, and sets a clear precedent for proportional and principle-based 

remedies. 
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